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AFFIDAVIT OF PRADEEP KUMAR 

Sworn on August 15, 2018. 

I, Pradeep Kumar of the City of Calgary, in the Province of Alberta, businessman, SWEAR 
AND SAY THAT: 

Introduction 

1. 	I am a director of MFC Energy Finance Inc. (now named Marian Energy Inc.), the 
Applicant herein ("MFC Finance") and I am authorized by MFC Finance to make this 
Affidavit. I therefore have personal knowledge of the matters set out in this Affidavit. In 
some cases, I rely on information from others, in which case I believe that information 
to be true. 
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2. MFC Finance is a secured creditor of the Respondents in these proceedings pursuant to 
a promissory note and loan agreement dated June 30, 2015, copies of which are 
attached and marked as Exhibit 1, and pursuant to a general security agreement 
attached and marked as Exhibit 2.  MFC Finance is owed $15,058,116.08 pursuant to 
these documents (the "Finance Loan"). 

3. MFC Finance has participated in the Sales Process as defined in and prescribed by the 
Order of this honourable Court dated July 14, 2017, a copy of which is attached as 
Exhibit 3.  Further, as first ranking secured creditor pursuant to the Finance Loan, MFC 
Finance has made a credit bid pursuant to the Sales Process for certain of the 
Respondents' assets. 

Litigation over the validity of the Finance Loan 

4. In late 2017, litigation occurred between MFC Finance and Grant Thornton Limited in its 
capacity as the court appointed receiver in these proceedings ("Receiver") concerning 
the validity of the Finance Loan.  On August 8, 2018, the Honourable Madame Justice 
Romaine disallowed the secured claim of MFC Finance (the "Decision") by 
characterizing the Finance Loan as equity and postponing the Finance Loan to the claims 
of other creditors pursuant to Section 137 of the Bankruptcy and Insolvency Act 1985 c 
B-3 (the "BIA"). A copy of the Decision is attached as Exhibit 4. 

5. MFC Finance has appealed the Decision to the Court of Appeal of Alberta.  The Notice of 
Appeal is attached as Exhibit 5. 

6. I am advised by legal counsel to MFC Finance and do verily believe that the appeal of 
the Order results in an automatic stay of the Decision pursuant to the BIA.  

7. Attached and marked as Exhibit 6 is the Application filed by the Receiver on October 
12, 2017 which gave rise to the litigation described above.  This Application indicates in 
part that the validity of the Finance Loan must be determined in order for the Receiver 
to implement the Sales Process for some of the assets. 

8. Attached and marked as Exhibit 7 are some pages from the Receiver's Fifth Report 
filed in these proceedings on October 12, 2017 indicating some of the reasons that the 
Sales Process cannot be finalized until the entitlement of MFC Finance to the Finance 
Loan is finally determined.  

9. The entitlement of MFC Finance to the Finance Loan will not be finally determined until 
the appeal of the Decision is finally determined. 

MFC Finance's right to credit bid for the assets 

10. MFC Finance remains interested in acquiring certain assets of the Respondents pursuant 
to its credit bid pursuant to the Sales Process.  If the Sales Process is allowed to 
continue prior to the final determination of the Appeal, MFC Finance will be deprived of 
its right to credit bid for the assets, the assets may be sold to a different party, and the 
Applicant will be irreparably harmed as a result. 









TIES DEMAND LOAN AGREEMENT dated as of the 30th  day of June, 2015, 

BETWEEN: 
1041189 B.C. LTD., a British Columbia company, having an office at 400 
Burrard Street, Suite 1860, Vancouver, British Columbia V6C 3A6 

AND: 
MFC RESOURCE PARTNERSHIP, a British Columbia general partnership, 
having an office at 400 Burrard Street, Suite 1860, Vancouver, British Columbia 
V6C 3A6 

WHEREAS: 

A. The Borrower has requested that the Lender provide the Loan; and 

B. The Lender has agreed to provide the Loan to the Borrower, upon the terms and 
conditions set out herein. 

NOW THEREFORE THIS AGREEMENT WITNESSES THAT in consideration of the 
respective agreements hereinafter set forth and for other good and valuable consideration (the 
receipt and sufficiency of which are hereby acknowledged), the parties hereto acknowledge, 
covenant and agree as follows: 

ARTICLE 1 
INTERPRETATION 

1.1 	Definitions 

When used in this Agreement (including the recitals), the following terms shall, unless otherwise 
expressly provided, have the following meanings, respectively: 

"Advance Date" means June 30, 2015; 

"Affiliate" means an entity (whether or not incorporated), controlling, controlled by, or under 
common control with the Lender; 

"Agreement" means this loan agreement, as supplemented, amended or otherwise modified, 
extended, renewed or replaced from time to time by any written agreement supplemental or 
ancillary hereto; and the expressions "Article" and "Section" followed by a number mean, and 
refer to, the specified Article or Section of this Agreement; 

"Borrower" means MFC Resource Partnership and its successors and assigns; 

"Business" means the business of the Borrower as conducted on the Advance Date; 

"Business Day" means any day other than a day which is a Saturday, Sunday or statutory 
holiday in British Columbia; 
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"Debt" of any Person means: (1) all indebtedness of such Person for and in respect of borrowed 
money, including obligations with respect to bankers' acceptances, letters of credit and letters of 
guarantee; (ii) all indebtedness of such Person for the deferred purchase price of property or 
services represented by a note or other evidence of indebtedness or other security; (iii) all 
indebtedness created or arising under any conditional sale or other title retention agreement with 
respect to property acquired by such Person (even though the rights or remedies of the seller or 
lender under such agreement in the event of default are limited to repossession or sale of such 
property); (iv) all obligations under leases which, in accordance with IFRS (or accounting 
principles generally accepted in the jurisdiction of incorporation or organization of such Person), 
are recorded as capital leases in respect of which such Person is liable as lessee; (v) the aggregate 
amount at which any shares in the capital of such Person which are redeemable or retractable at 
the option of the holder thereof may be retracted or redeemed; and (vi) all Debt Guaranteed; 

"Debt Guaranteed" by any Person means the maximum amount which may be outstanding at 
any time of all Debt of the kind referred to in (i) through (v) of the definition of Debt which is 
directly or indirectly guaranteed by such Person or such Person agreed (contingently or 
otherwise) to purchase or otherwise acquire, or in respect of which such Person is otherwise 
assured a creditor against loss by means of an indemnity, security or bond; 

"Default" means an event which, with the giving of notice or passage of time or both, would 
constitute an Event of Default; 

"Event of Bankruptcy" means, in respect of any Person, that such Person shall generally not 
pay its debts as such debts become due, or shall admit in writing its inability to pay its debts 
generally as they become due, or shall make a general assignment for the benefit of creditors; or 
any proceeding shall be instituted by or against any such Person seeking to adjudicate it a 
bankrupt or insolvent or seeking liquidation, winding-up, a reorganization, arrangement, 
adjustment, protection, relief or a composition of it or its debts under any law relating to 
bankruptcy, insolvency or reorganization or relief of debtors, including, without limitation, the 
Companies' Creditors Arrangement Act (Canada), or seeking the entry of an order for relief or 
for the appointment of a receiver, trustee, custodian or other similar official for it or for any 
substantial part of its property and, in the case of any such proceeding instituted against such 
Person (but not instituted by such Person), either such proceeding shall remain undismissed or 
unstayed for a period of 5 days or any of the actions sought in such proceeding (including, 
without limitation, the entry of an order for relief against such Person or for the appointment of a 
receiver, trustee, custodian or other similar official for such Person or for any substantial part of 
its property) shall occur; or such Person shall take any action to authorize any of the actions set 
forth above; 

"Event of Default" means any of the events of default described in Section 5.1 hereof; 

"Law" means any law (including common law and equity), constitution, statute, order, treaty, 
regulation, rule, ordinance, order, injunction, writ, judgment, determination, decree or award of 
any Official Body; 

"Lender" means 1041189 B,C. Ltd, and its successors and assigns; 
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"Lien" means any mortgage, pledge, lien, hypothecation, security interest or other encumbrance 
or charge (whether fixed, floating or otherwise) or title retention, any right of set-off (arising 
otherwise than by operation of Law) and any deposit of monies under any agreement or 
arrangement whereby such monies may be withdrawn only upon the fulfilment of any condition 
as to the discharge of any other indebtedness or other obligation to any creditor, or any right of 
or arrangement of any kind with any creditor to have its claim satisfied prior to other creditors 
with or from the proceeds of any properties, assets or revenues of any kind now owned or later 
acquired; 

"Loan" means the loan of the Principal Sum (and any interest thereon) by the Lender to the 
Borrower upon the terms and conditions set out in this Agreement; 

"Material Adverse Effect" means: (i) a material adverse effect on the property or assets of the 
Business or the Borrower; (ii) a material adverse effect on the capital structure or condition or 
prospects, financial or otherwise, of the Business or the Borrower; or (iii) a material adverse 
effect on the ability of the Borrower to perform and comply with the Agreement or to pay or 
perform any of its obligations hereunder, including with respect to the repayment of principal 
and interest; 

"Note" means the promissory note dated the date hereof and delivered by the Borrower to the 
Lender, evidencing the indebtedness of the Borrower to the Lender hereunder, a form of which is 
attached hereto as Schedule "A"; 

"Official Body" means any government or political subdivision or any agency (including, 
without limitation, any licensing or regulatory agency), body, office, authority, bureau, central 
bank, monetary authority, commission, department or instrumentality thereof, or any court, 
board, tribunal, grand jury or arbitrator, commission or instrumentality thereof whether foreign 
or domestic and, when used in the context of a particular Person, having jurisdiction over such 
Person; 

"Permitted Encumbrances" means (i) Liens of property of the Borrower in favour of the 
Lender; (ii) Liens pursuant to the royalty arrangement between the Borrower and Caledonian 
Royalty Corporation; (iii) survey exceptions, encumbrances, easements, reservations of rights for 
rights of way, zoning or other restrictions as to the use of properties which were not incurred or 
created to secure Debt and which do not materially adversely affect the value of such properties 
or materially impair their use in the Business; (iv) Liens for taxes, assessments and governmental 
charges which are not yet delinquent or which are being contested in good faith; (v) Liens arising 
fi-om precautionary PPSA filings regarding operating leases or consignments; (vi) carriers', 
warehousemen's, mechanics', materialmen's, repairmen's, construction and other similar Liens 
arising by operation of Law arising in the ordinary course of the Business which are not overdue 
by more than 30 days or which are being contested in good faith and , which have been 
appropriately reserved for on the Borrower's books and records; (vii) statutory Liens incurred or 
pledges or deposits made under workers' compensation, unemployment insurance and other 
social security legislation; (viii) Liens or deposits to secure the performance of bids, tenders, 
trade contracts, leases, statutory obligations, surety and appeal bonds, performance bonds and 
other obligations of a like nature (other than for borrowed money) incurred in the ordinary 
course of the Business; (ix) undetermined or inchoate Liens and charges arising or potentially 
arising under statutory provisions which have not at the time been -filed or registered in 
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accordance with applicable Law or of which written notice has not been duly given in 
accordance with applicable Law or which, although filed or registered, relate to obligations not 
due or delinquent; (x) rights reserved to or vested in Official Bodies by statute or by the terms of 
leases, licenses, franchises, grants or permits, which affect any land, to terminate the leases, 
licenses, franchises, grants or permits or to require annual or other periodic payments as a 
condition of the continuance thereof; (xi) securities to public utilities or any municipalities or 
Official Bodies when required in connection with the supply of services or utilities; (xii) 
statutory Liens incurred or pledges or deposits made in favour of an Official Body to secure the 
performance of obligations under environmental Laws to which any assets of the Borrower are 
subject; (xiii) any Lien existing on any property or asset prior to the acquisition thereof by the 
Borrower provided that such was Lien (A) was not created in contemplation of or in connection 
with such acquisition, (B) does not apply to any other assets or property of the Borrower and (C) 
such Lien shall secure only those obligations which it secures on the date of such acquisition; 
(xiv) Liens on Petroleum Substances or the proceeds of the sale of Petroleum Substances granted 
or assumed by the Borrower in the ordinary course of its Business pursuant to a processing or 
transmission arrangement entered into or assumed by the Borrower in the ordinary course of its 
Business, securing the repayment of its obligations in respect of the fees, costs and expenses 
attributable to the processing or transmission (as the case may be) of any such Petroleum 
Substances, provided that the obligations secured thereby are not overdue or delinquent (or if 
overdue or delinquent are being contested diligently and in good faith by appropriate 
proceedings); and (xv) any other Liens which the Lender may time to time consent to. 

"Person" means an individual, a partnership, a corporation (including a business trust), joint 
stock company, trust, unincorporated association, joint venture or other entity, or a foreign state 
or a political subdivision thereof or any agency of such state or subdivision; 

"Petroleum Substances" means petroleum, crude oil, crude bitumen, synthetic crude oil, oil 
sands, bituminous sands, natural gas, natural gas liquids, condensate, related hydrocarbons and 
any and all other substances, whether liquid, solid or gaseous, whether hydrocarbons or not, 
produced or producible in association with or derived from any of the foregoing, including 
hydrogen sulphide, sulphur and coke. 

"Principal Sum" means thirty seven million five hundred seventy thousand five hundred dollars 
($37,570,500); 

"Security Agreement" means the Security Agreement dated the date hereof between the 
Borrower and the Lender, a form of which is attached hereto as Schedule "B". 

"Security Documents" means the Security Agreement, along with any mortgages, registration, 
security filings and other documents evidencing or granting a security interest in favour of the 
Lender as security for the Loan and the other amounts payable hereunder; 

1.2 	Headings, etc. 

The division of this Agreement into Articles and Sections and the insertion of headings are for 
convenience of reference only and shall not affect the construction or interpretation of this 
Agreement 
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1.3 Gender and Number 

Words imparting the singular number include the plural and vice-versa and words imparting 
gender include the masculine, feminine and gender neutral as the context requires. 

1.4 Amendment 

No amendment or waiver of any provision of this Agreement, nor any consent to any departure 
by the parties therefrom, shall in any event be effective unless the same shall be in writing and 
signed by each party hereto, and then such waiver or consent shall be effective only in the 
specific instance and for the specific purpose for which it was given. 

	

1.5 	Severability 

If one or more provisions contained in this Agreement shall be invalid, illegal or unenforceable 
in any respect under any applicable law, the validity, legality and enforceability of the remaining 
provisions hereof shall not be affected or impaired thereby. 

1.6 Currency 

Unless otherwise specified herein all references to "dollars" or "$" shall be references to the 
currency of Canada. 

	

1.7 	Schedule(s) 

The schedule(s) and any other documents attached or referred to in this Agreement are an 
integral part of this Agreement. 

ARTICLE 2 
LOAN AND NOTE 

2.1 Loan 

The Lender, relying on each of the representations and warranties set out herein and subject to 
the terms and conditions of this Agreement, shall lend to the Borrower on the Advance Date the 
Principal Sum. 

2.2 Note 

The indebtedness made pursuant to Section 2.1 hereof is evidenced by the Note. 

	

2.3 	Interest 

Upon the occurrence of an Event of Default, any amounts unpaid and outstanding under this 
Agreement shall, to the extent permissible under applicable law, accrue interest at 5% per 
annum, calculated daily and payable on demand. 

	

2.4 	Security 

fooi2e572.4) 
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As general and continuing security for the performance of all obligations of the Borrower 
hereunder, and prompt payment when due by the Borrower of the Principal Sum and all interest 
and other monies from time to time owing by the Borrower hereunder, the Borrower shall 
execute and deliver or cause to be executed and delivered the Security Agreement and the other 
Security Documents. 

ARTICLE 3 
REPAYMENT OF PRINCIPAL AND INTEREST 

3.1 gepayment on Demand 

The Borrower shall immediately repay to the Lender the balance of the Principal Sum 
outstanding under this Agreement, all accrued and unpaid interest if any and all other monies 
owing to the Lender hereunder ON DEMAND (whether or not a Default or Event of Default has 
occurred and is continuing). 

3.2 Acknowledgment of Demand Nature 

The Borrower acknowledges that the Loan is made available by the Lender on a demand basis 
and the Lender is entitled to demand payment by the Borrower of the Loan or any other amounts 
payable hereunder at any time notwithstanding that the Borrower is in compliance with all its 
covenants herein. 

	

3.3 	Borrower's Right to Prepay the Loan 

The Borrower may prepay all or part of the Loan from time to time, without penalty or premium, 
at any time and any such payment shall be applied all follows: (a) first, against fees and 
expenses payable or reimbursable to the Lender hereunder or under any Security Document, (b) 
second, against all accrued and unpaid interest, if any, outstanding hereunder; and (c) third, 
against the outstanding principal amount of the Loan. 

	

3.4 	Method and Place of Payment of Principal and Interest 

All payments to be made hereunder shall be made by the Borrower to the Lender on the day that 
such payment is due at the Lender's address provided for in this Agreement. Whenever any 
payment to be made hereunder shall be stated to be done on a clay which is not a Business Day, 
such payment may be made on the next succeeding Business Day and such extension of time 
shall in such case be included in the computation of the payment of interest hereunder, but shall 
not in any event operate as a waiver by the Lender of any of its rights. The Borrower shall make 
and deliver to the Lender all payments hereunder by certified cheque or bank draft, or as 
otherwise directed by the Lender. 

	

3.5 	Set-Off 

Without limitation to any other rights or remedies of Lender provided hereunder, the Lender 
shall- have the right at all times, without prior notice to the Borrower (which notice is hereby 
waived to the maximum extent permitted by law), to set-off or recoup any repayment or 
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prepayment made hereunder against any financial obligation now and hereafter owing by the 
Borrower to or for the credit or account of the Lender or any of its Affiliates. 

ARTICLE 4 
• NOTE 

	

4.1 	Conflicts 

If a conflict or inconsistency exists between a provision of this Agreement and the terms of the 
Note, the terms of this Agreement shall prevail. 

	

4.2 	Discharge of Note 

Upon payment in full of the Principal Sum outstanding under this Agreement, all accrued and 
unpaid interest if any and all other monies owing to the Lender hereunder, the Lender shall 
forthwith, upon receipt of written notice by the Borrower requesting a release of all claims under 
the Note, cancel and/or deliver the Note to the Borrower at the Borrower's address provided for 
in this Agreement. 

ARTICLE 5 
EVENTS OF DEFAULT 

	

5.1 	Events of Default 

It shall be an Event of Default hereunder if: 

(a) Representations and Warranties. Any representation or warranty made by the 
Borrower herein or any representation, warranty or certification made by the 
Borrower (or any of their officers) in any certificate or other writing delivered in 
connection with this Agreement, including the Security Documents, or any 
representation or warranty deemed to be made by the Borrower herein or therein, 
shall prove to have been incorrect in any material respect when made or deemed 
to be made. 

(b) Failure to Observe Covenants. The Borrower shall fail to observe any of the 
covenants or agreements contained in this Agreement (including without 
limitation those set forth in Section 6.2 and 6.3 hereof) or in the Security 
Documents. 

(c) Cross-Default. The Borrower shall fail to pay the principal of or premium or 
interest on any Debt which is outstanding in an aggregate principal amount in 
excess of $100,000 (or the equivalent amount in any other currency) in respect of 
the Borrower when the same becomes due and payable (whether by scheduled 
maturity, required prepayment, acceleration, demand or otherwise) and such 
failure shall continue after the applicable grace period, if any, specified in the 
agreement or instrument relating to such Debt; or any other event shalt occur or 
condition shall exist, and shall continue after the applicable grace period, if any, 
specified in the agreement or instrument relating to any such Debt, if the effect of 
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such event or condition is to accelerate, or to permit the acceleration of, the 
maturity of Debt of the Borrower which is outstanding in an aggregate principal 
amount exceeding $100,000 (or the equivalent amount in any other currency). 

(d) Event of Bankruptcy. The Borrower shall commit or permit to exist any Event of 
Bankruptcy. 

(e) Judgments. Any judgment or order for the payment of money in excess of 
$100,000 in respect of the Borrower shall be rendered against the Borrower. 

	

(1) 
	

1.1nenforceability, This Agreement or any Security Document shall for any reason 
(other than in accordance with the respective terms hereof or thereof or with the 
consent of the Lender) cease to be in full force and effect or shall be declared null 
and void, or the validity or enforceability hereof or thereof shall be contested by 
the Borrower, or the Borrower shall deny that it has any further liability or 
obligation hereunder or thereunder. 

(g) Cessation of Business. The Borrower shall cease to carry on the Business or any 
material part of the Business conducted by it. 

(h) Material Adverse Effect, There occurs any change, condition, event or 
occurrence which when considered individually or together with all other 
changes, conditions, events or occurrences could reasonably be expected to have a 
Material Adverse Effect. 

(i) Security Documents, Any of the following shall have occurred (i) a default or 
event of default shall have occurred under any Security Document; (ii) the 
repudiation or disaffirmation by the Borrower of the Liens granted under the 
Security Documents or of any of its obligations granted thereunder; or (iii) for any 
reason, the Borrower shall cease to have a valid, perfected and first priority 
security interest in the collateral granted under the Security Documents, 

5.2 Remedies 

Upon the occurrence of an Event of Default, and at any time thereafter, provided the Event of 
Default has not been waived by the Lender or the Borrower has not remedied all outstanding 
Events of Default, or upon a demand in accordance with Article 3, the Lender may, by notice to 
the Borrower: 

	

(a) 	declare the Loan and all monies owing or accruing to the Lender under this 
Agreement to be immediately due and payable with interest accruing thereafter at 
the rate of interest provided for in Section 2.3 herein to the date of actual payment 
thereof; without presentment, demand, protest or other notice of any kind to the 
Borrower, all of which is hereby expressly waived; provided, that, in the case of 
an Event of Default under Section 5.1(d), the Loan and all monies owing or 
accruing to the Lender under this Agreement shall become immediately due and 
payable without the giving of notice by or any other action of the Borrower; and 

	

• (b) 	enforce all rights and remedies granted hereunder. 
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ARTICLE 6 
REPRESENTATIONS, WARRANTIES AND COVENANTS 

6.1 	Representations and Warranties of the Borrower 

The Borrower represents and warrants to the Lender as follows: 

(a) Organization.  The Borrower is a general partnership, duly organized and validly 
subsisting under the laws of British Columbia. 

(b) Power.  The Borrower has full partnership right, power and authority to enter into 
and perform its obligations under this Agreement and the Security Documents and 
has full right, power and authority to own and operate its properties and to carry 
on the Business. 

(c) No Conflict.  The execution and delivery by the Borrower of this Agreement and 
the Security Documents and the performance of the Borrower of its obligations 
hereunder and thereunder, do not and will not: (i) conflict with or result in a 
breach of any of the terms, conditions or provisions of (A) its partnership 
agreement and any other constating documents; (B) any Law applicable to or 
binding on the Borrower; or (C) any contractual restriction binding on or affecting 
the Borrower or its properties the breach of which would have a Material Adverse 
Effect; or (ii) result in, or require or permit: (A) the imposition of any Lien on or 
with respect to the properties now owned or hereafter acquired by the Borrower; 
or (B) the acceleration of the maturity of any Debt of the Borrower under any 
contractual provision binding on or affecting the Borrower, 

(d) Authorization and Approvals.  The execution and delivery by the Borrower of this 
Agreement and the Security Documents and the performance of the Borrower of 
its obligations hereunder and thereunder, has been duly authorized by all 
necessary action on the part of the Borrower and no authorization under any 
applicable Law and no registration, qualification, designation, declaration or filing 
with any Official Body having jurisdiction over the Borrower, is or was necessary 
therefor (other than with respect to the routine filing of the Security Documents 
with appropriate Official Bodies). 

(e) Execution and Binding_ Obligation.  This Agreement, the Note and the Security 
Documents have been duly authorized and executed by the Borrower and, when 
delivered, will constitute legal, valid and binding obligations of the Borrower, 
enforceable in accordance with their respective terms, subject only to (i) any 
applicable bankruptcy, insolvency, reorganization, moratorium or similar laws 
affecting creditors' rights generally; and (ii) general principles of equity 
(regardless of whether such enforceability is considered in a proceeding in equity 
or at law). 

(f) Consents,  The Borrower possesses all consents and authorizations under any 
applicable Law which are necessary in connection with the operation of the 
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Business, the non-possession of which could reasonably be expected to have a 
Material Adverse Effect. All such consents and authorizations are in full force 
and effect and the Borrower is not in default in any respect thereunder, which 
default would have a Material Adverse Effect. No action exists, is pending or 
threatened which has as its object the revocation, amendment or qualification of 
any consent or authorization. 

(g) 

	

No Violation of Agreements, The Borrower is not in default under any material 
indenture, mortgage, deed of trust, agreement or other instrument to which it is a 
party or by which it or any of its property may be bound, which default could 
have a Material Adverse Effect 

6.2 Affirmative Covenants by Borrower 

Until all amounts owed by the Borrower hereunder are •  paid and satisfied in full and this 
Agreement has been terminated, the Borrower shall, unless the Lender otherwise consents in 
accordance with the provisions of this Agreement: 

(a) Reporting. Deliver to the Lender: (i) promptly upon the Borrower obtaining 
knowledge of any Default or Event of Default, written notice specifying the 
nature thereof and the action the Borrower proposes to take or has taken with 
respect thereto; (ii) promptly upon the Borrower obtaining knowledge of the 
commencement thereof, written notice of any litigation, including arbitration, and 
of any proceedings before any Official Body against the Borrower, where the 
amount involved exceeds $10,000; and (iii) promptly upon the Borrower 
obtaining knowledge of any default, or event, condition or occurrence which with 
notice or lapse of time, or both, would constitute a default, under any agreement 
for borrowed money to which the Borrower is a party and under which the 
Borrower owes at least $10,000 or the equivalent amount in another currency. 

(b) Corporate Existence. Preserve and maintain in full force and effect: (i) its 
corporate existence and all qualifications to carry on the Business, including 
without limitation, all rights (statutory and other); and (ii) obtain and maintain all 
consents and authorizations relating thereto non-compliance with which would 
have a Material Adverse Effect. 

(c) Compliance with Laws, etc,. Comply with all applicable Laws, the non-
compliance with which would have a Material Adverse Effect. 

(d) Maintenance of Property. Maintain all of its property necessary and useful in the 
conduct of its business in good operating condition and repair, ordinary wear and 
tear and casualty events accepted. 

(e) Security Documents. Duly observe and perform or cause to be observed and 
performed each and all of the covenants and agreements required by it to be 
performed and observed as set forth in the Security Documents, 
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(f) Preservation of Security Interests.  Maintain in full force and effect at all times all 
security interests granted to the Lender pursuant to the Security Documents, 
which shall at all times be perfected first priority security interests, and shall not 
take any steps in furtherance of releasing or challenging the validity of such 
security interests prior to the repayment in full of all amounts owing hereunder 
and under the Note without the prior written consent of the Lender. 

(g) Further Assurances.  At its cost and expense, upon request by the Lender, duly 
execute and deliver, or cause to be duly executed and delivered, to the Lender, 
such further instruments and do and cause to be done such other acts as may be 
necessary or proper in the reasonable opinion of the Lender to carry out more 
effectually the provisions and purposes of this Agreement and the Security 
Documents. 

6.3 	Negative Covenants by Borrower 

Until all amounts owed by the Borrower hereunder are paid and satisfied in full and this 
Agreement has been terminated, the Borrower shall not, unless the Lender otherwise consents in 
accordance with the provisions of this Agreement: 

(a) Liens. Create, incur, assume or suffer to exist any Lien on any of its property or 
assets now owned or hereafter acquired other than the Liens created by the 
Permitted Encumbrances. 

(b) Disposal of Assets.  Sell, exchange, lease, release or abandon or otherwise dispose 
of any of its property or assets having an aggregate book value, or aggregate book 
value of net proceeds on such disposal, of more than $100,000 in any 12 month 
period, other than sales of inventory in the ordinary course of business, casualty 
events and sales of obsolete assets. 

(c) Mergers. etc..  Enter into or agree to enter into any transaction (whether by way 
of reconstruction, reorganization, consolidation, combination, amalgamation, 
merger, transfer, sale, lease, modification or otherwise), with the exception of any 
business combinations to be entered into between the Lender and the Borrower, 
whereby: (1) all or substantially all of the Borrower's undertaking, property or 
assets will become the property of any other Person or the continuing Borrower 
resulting therefrom; (ii) there would be permitted any change in the direct or 
indirect control of the Borrower; or (iii) the corporate structure of the Borrower 
would be modified, changed, altered or amended in any manner. 

(d) Distributions.  Make or allow any payment on account of a redemption or a 
distribution or return of capital (including, without limitation, cash dividends or 
any repayment of shareholder loans or distributions) to any shareholder or holder 
of securities. 
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ARTICLE 7 
GENERAL PROVISIONS 

7.1 	Notices 

Any demand, notice or communication to be made or given hereunder shall be in writing and 
may be made or given by personal delivery, mail or courier or by transmittal by facsimile 
transmission addressed to the respective parties as follows: 

To the Borrower: 

To the Lender: 

with a copy to, which 
shall not constitute service: 

MFC Resource Partnership 
Attention: Management Committee 
400 Burrard Street, Suite 1860 
Vancouver, British Columbia 
V6C 3A6 

1041189 B.C. Ltd. 
400 Burrard Street, Suite 1860 
Vancouver, British Columbia 
V6C 3A6 

Sangra Moller TI P 
1000 — 925 West Georgia Street 
Vancouver, British Columbia 
V6C 3L2 
Fax: (604) 669-8803 

or to such other address or facsimile number as any party may from time to time notify the others 
in accordance with this Section. Any demand, notice or communication, (i) if made or given by 
personal delivery, mail or courier, shall be conclusively deemed to have been given on the day of 
actual delivery thereof if it was a Business Day and the delivery was made prior to 4:00 p.m. 
(local time in place of receipt) and otherwise on the next Business Day, or (ii) if made or given 
by facsimile, shall be conclusively deemed to have been given on the first Business Day 
following the transmittal thereof. 

7.2 Governing Law 

This Agreement shall be governed by and construed in accordance with the laws of the Province 
of British Columbia and the laws of Canada applicable therein. The parties hereto irrevocably 
attorn to the exclusive jurisdiction of the Courts of British Columbia located in Vancouver, 
British Columbia with respect to any matters arising out of this Agreement, 

7.3 	Assignment 

The Borrower may not assign any rights, or delegate or subcontract any obligations, under this 
Agreement without the Lender's prior written consent. Any assignment in violation of the 
foregoing shall be deemed null and void. The Lender may freely assign its rights and obligations 
under this Agreement at any time, upon written notice to the Borrower. Subject to the limits on 
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assignment stated above, this Agreement will inure to the benefit of, be binding on, and be 
enforceable against each of the parties hereto and their respective successors and assigns. 

7.4 Time of the Essence  

Time shall be of the essence hereof. 

7.5 Expense Reimbursement 

The Borrower shall pay or cause to be paid and shall indemnify and save the Lender harmless 
against liability for the payment of all reasonable out-of-pocket expenses, including without 
limitation: 

(a) counsel, assessment or compliance review fees and disbursements (including legal 
fees and disbursements on a solicitor and a solicitor's own client basis) incurred 
by the Lender in respect of the negotiation of the Loan and the registration and 
filing of any Security Documents; 

(b) counsel, assessment or compliance review fees and disbursements (including legal 
fees and disbursements on a solicitor and a solicitor's own client basis) incurred 
by the Lender in connection with: (i) the development, preparation, execution and 
interpretation of this Agreement, Security Documents or any other agreement or 
instrument contemplated hereby; (ii) advice of counsel to the Lender with respect 
to the administration of the Loan or any transaction contemplated hereunder; (iii) 
the enforcement or preservation of rights under the refmancing, renegotiation or 
restructuring of this Agreement, Security Documents or any other agreement or 
instrument contemplated hereby; (iv) any requested amendments, waivers or 
consents pursuant to the provisions hereof, including such expenses as may be 
incurred by the Lender in the collection of the amounts outstanding hereunder or 
any litigation, proceeding, dispute or so-called "work-out" in any way relating to 
this Agreement or the Security Documents; and 

(c) all such expenses in connection with: (i) the Borrower's failure to make any 
payment, repayment or prepayment on the date required hereunder or specified by 
it in any notice given hereunder; and (ii) the Borrower's failure to give any notice 
required to be given by it to the Lender hereunder or under the Security 
Documents; 

	

7.6 	Counterparts 

This Agreement may be executed in several parts in the same form and by facsimile and such 
parts as so executed shall together constitute one original document and such parts, if more than 
one, shall be read together and construed as if all the signing parties had executed one copy of 
the said Agreement. 

	

7,7 	Entire Agreement 

Save as provided herein and in the instruments and documents contemplated and provided for 
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hereunder, this Agreement contains the whole agreement between the parties with respect to the 
Loan and there are no other terms, conditions representations or warranties with respect thereto, 
except as contained herein. 
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Schedule "A" —Form of Promissory Note 
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PROMISSORY NOTE 

PRINCIPAL AMOUNT: $37,570,500 	 DUE ON DEMAND 

The undersigned (the "Payor") hereby promises to pay, ON DEMAND, to 1041189 B.C. LTD., a British 
Columbia company having an office at 400 Burrard Street, Suite 1860, Vancouver, British Columbia V6C 
3A6 (the "Payee"), the principal sum of THIRTY SEVEN MILLION FIVE HUNDRED SEVENTY 
THOUSAND FIVE HUNDRED DOLLARS in lawful money of the Canada, at the above location or 
such other location as the Payee shall designate in writing. This promissory note shall bear interest in 
accordance with the terms of the Loan Agreement (as defined below). 

This promissory note is a "Note" referred to in the Loan Agreement, dated as of the 30 th  day of June, 2015 
(the "Loa:a Agreement"), between the Payee and the Payor, and is subject to the terms and conditions 
thereof. In the event of any conflict between this promissory note and the Loan Agreement, the Loan 
Agreement shall govern. 

The Payor hereby waives diligence, presentment, demand, protest or notice of any kind in connection 
with this promissory note. ALL PAYMENTS UNDER THIS PROMISSORY NOTE SHALL BE MADE 
BY THE PAYOR WITHOUT ANY RIGHT OR DEFENCE OF SET-OFF, COUNTERCLAIM OR 
DEDUCT[ON OF ANY KIND, IN LAW OR IN EQUITY, whatsoever, howsoever existing or arising 
between the Payor or Payee or otherwise, including pursuant to the Loan Agreement. This promissory 
note shall be binding upon the Payor and its successors and assigns, and the terms and provisions of this 
promissory note shall inure to the benefit of the Payee and its successors and assigns, including 
subsequent holders hereof. The Payor's obligations under this promissory note may not be assigned 
without the prior written consent of the Payee. This promissory note is fully assignable by the Payee, in 
whole or in part, to any person at any time without notice to, or the consent of, the Payor. 

This promissory note shall be governed by and construed in accordance with the laws of the Province of 
British Columbia and the laws of Canada applicable therein. The Payor and the Payee irrevocably attorn 
to the exclusive jurisdiction of the Courts of British Columbia located in Vancouver, British Columbia 
with respect to any matters arising out of this promissory note. 
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DATED this 30th  day of June, 2015. 

MFC RESOURCE PARTNERSHIP 

By: 	  
Name: 
Title: Authorized Signatory 

By: 	  
Name: 
Title: Authorized Signatory 

Signature Page to Promissory Note 
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Schedule "B" Form of Security Agreement 
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GENERAL SECURITY AGREEMENT 

This GENERAL SECURITY AGREEMENT (this "Security Agreement") dated as of the 
30th day of June, 2015 is made by MFC RESOURCE PARTNERSHIP, with an office at 400 Burrard 
Street, Suite 1860, Vancouver, British Columbia V6C 3A6, a general partnership existing under the laws 
of the Province of British Columbia, and MFC ENERGY CORPORATION with an office at 400 
Burrard Street, Suite 1860, Vancouver, British Columbia V6C 3A6, solely in its capacity as a partner of 
MFC Resource Partnership and to the extent that it holds title to property for and on behalf of MFC 
Resource Partnership, a corporation existing under the laws of the Province of British Columbia 
(individually and together the "Debtor") to and in favour of 1041189 B.C. LTD. (the "Secured Party") 
with an office at 400 Burrard Street, Suite 1860, Vancouver, British Columbia V6C 3A6 , in conjunction 
with: 

(a) a Loan Agreement between MFC Resource Partnership, as borrower, and the Secured Party, as 
lender, dated on or about the date hereof, as it may be amended, supplemented, restated or 
otherwise modified from time to time, (the "Loan Agreement"); and 

(b) a Promissory Note issued by the MFC Resource Partnership in favour of the Secured Party dated 
on or about the date hereof as it may be amended, supplemented, restated or otherwise modified 
from time to time (together with the Loan Agreement, the "Loan Documents"). 

For valuable consideration, the receipt and sufficiency of which is conclusively acknowledged by the 
Debtor, the Debtor hereby grants to the Secured Party a security interest over the Collateral in 
accordance with the terms of this Security Agreement, as follows: 

1. 	Definitions 

All words and phrases which are defined in the PPSA and not otherwise defined in this Security 
Agreement shall have the meaning ascribed by the PPSA. The following definitions shall apply 
herein: 

Ll 	"Collateral" shall mean all present and after-acquired personal property and real 
property of the Debtor of whatever kind and wherever situate, together with all 
documents, writings, papers, books of account and records relating to the foregoing and 
all rights and interests therein, including without limitation, all right, title and interest 
that the Debtor now has, may be possessed of, entitled to, or acquire, by way of 
amalgamation or otherwise, now or hereafter or may hereafter have in all property of the 
following kinds: 

(a) Accounts Receivable: all debts, accounts, accounts receivables, claims and 
choses in action which are now or which may hereafter become due, owing or 
accruing due to the Debtor; 

(b) Inventory: all inventory of whatever kind and wherever situated including, 
without limiting the generality of the foregoing, all goods held for sale or lease, 
or furnished or to be furnished under contracts for service, or that are work in 
progress, or that are raw materials used or consumed in the business of the 
Debtor (collectively the "Inventory"); 
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(c) Equipment: all goods, machinery, equipment, fixtures, furniture, plant, vehicles 
and other tangible personal property which are not Inventory, including, without 
limiting the generality of the foregoing, the tangible personal property described 
in any schedule hereto executed by both the Debtor and the Secured Party; 

(d) Chattel Paper: all chattel paper; 

(e) Documents of Title: all warehouse receipts, bills of lading and other documents 
of title, whether negotiable or not; 

(f) Investment Property and Instruments: all shares, stock, warrants, bonds, 
debentures, debenture stock and other investment property and all instruments; 

(g) Intangibles: all intangibles not described in paragraph 1.1(a) including, without 
limiting the generality of the foregoing, all goodwill, patents, trademarks, 
copyrights and other industrial and intellectual property; 

(h) Money: all coins or bills or other medium of exchange adopted for use as part 
of the currency of Canada or of any foreign government; 

(i) Books, Records, Etc.: all books, papers, accounts, invoices, documents and 
other records in any form evidencing or relating to any of the property described 
in paragraphs 1.1(a) to (h) inclusive, and all contracts, securities, instruments 
and other rights and benefits in respect thereof; 

(i) 	Transferable Rights: all statutory licences, quotas and other transferable rights, 
including an equitable right in the Collateral assigned or charged under this 
Security Agreement which might otherwise at law be incapable of being 
Collateral subject to a security interest; 

(k) 	Substitutions, Etc.: all replacements of, substitutions for and increases, 
additions and accessions to any of the property described in paragraphs 1.1(a) to 
(i) inclusive; 

(1) 	Proceeds: all proceeds of the property described in paragraphs 1.1(a) to (k) 
inclusive including, without limiting the generality of the foregoing, all personal 
property in any form or fixtures derived directly or indirectly from any dealing 
with such property or that indemnifies or compensates for the loss of or damage 
to such property; 

(m) 

	

Leases and Licenses: all petroleum and natural gas rights, leases, licences, 
permits, reservations, agreements, authorizations and other instruments under 
which the Debtor derives, holds, or maintains an interest in land, and all 
servitudes, privileges, easements, rights-of-way, right of entry orders, rights of 
ingress and egress and other surface rights, which in each case constitute an 
interest in land, including without limitation, those listed in Schedule "A"; 

but shall not include: 
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(n) . the last day of any term reserved by any lease, verbal or written, or any 
agreement therefor now or hereafter held by the Debtor, it being the intention 
that the Debtor shall stand possessed of the reversion remaining in respect of any 
leasehold interest forming part of the Collateral upon trust to assign and dispose 
thereof as the Secured Party may after default direct, or 

(o) Consumer Goods. 

1.2 	"Indebtedness" shall mean all debts, liabilities and obligations of every kind and 
description of the Debtor to the Secured Party, whether now or hereafter owed or any 
future advance, whether direct, indirect, contingent, and whether the Debtor be bound 
alone or with others and whether as principal or surety, including without limitation, 
those in connection with the Loan Documents. 

1.3 	"Permitted Encumbrances" means: 

(a) liens for taxes, assessments and governmental charges which are not due or the 
validity of which is being diligently contested in good faith by or on behalf of 
the Debtor; 

(b) mechanics', builders' and material men's liens arising by operation of law and in 
respect of services rendered or goods supplied for which payment is not due or if 
due, is being contested in good faith; 

(c) the lien or any right of distress reserved in or exercisable under any real property 
lease for rent or otherwise to effect compliance with the terms of such lease, in 
respect of which the Debtor is not in default; 

(d) security interests given by the Debtor in favour of a public utility or any 
municipality or other public authority which is required by such utility or 
municipality or governmental or other public authority in connection with 
operations of the Debtor; 

(e) the right reserved to or vested in any municipality or government or other public 
authority by the terms of any lease, license, franchise, grant or permit or by any 
statutory provision, to terminate any such lease, license, franchise, grant or 
permit or to require annual or other periodic payments as a condition of the 
continuance thereof; 

(f) any capital lease or purchase money security interest upon property created or 
assumed to secure all or any part of the funds required for the lease or purchase 
of such property, and shall include any extension, renewal or replacement 
thereof upon the same property if the principal amount of the indebtedness 
secured thereby is not increased; 

(g) any security interest created by or pursuant to this Security Agreement and any 
security interest now or at any time hereafter made or granted by the Debtor to 
the Secured Party; 
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(h) any other liens or encumbrances permitted under the defmition of "Permitted 
Encumbrances" in the Loan Agreement; and 

(i) those registrations agreed to in writing between the Secured Party and the 
Debtor. 

1.4 	"PPSA" means the Personal Property Security Act (Alberta); 

1.5 	"Related Documents" shall mean the promissory notes, loan agreements, account 
agreements, guaranties, trust deeds, mortgages, other security agreements or any other 
documents executed in connection with this Security Agreement or the Indebtedness or 
related to its operation or administration, whether already existing or executed now or 
later, including without limitation, the Loan Documents. 

	

2. 	Creation of Security Interest 

2.1 	Security 

As general and continuing security for the payment and performance of the Indebtedness, 
the Debtor hereby: 

(a) grants, assigns, conveys, mortgages, pledges and charges to the Secured Party, as 
and by way of a specific mortgage, pledge and charge, a security interest in the 
Collateral (excepting real property); and 

(b) with respect to real property, charges such in favour of the Secured Party as and 
by way of a floating charge. 

2.2 	Attachment of Security Interest 

The Debtor acknowledges that value has been given and agrees that the security interest 
granted hereby (the "Security Interest") shall attach when the Debtor signs this Security 
Agreement and the Debtor has any rights in the Collateral. 

2.3 	Grant resulting in Termination 

If the grant of the Security Interest in respect of any contract, lease, agreement to lease, 
license, permit, approval or intellectual property right would result in the termination or 
breach of such contract, lease, agreement to lease, license, permit, approval or 
intellectual property right, then the applicable contract, lease, agreement to lease, license, 
permit, approval or intellectual property right will not be subject to the Security Interest 
but will be held in trust by the Debtor for the benefit of the Secured Party and, on 
exercise by the Secured Party of any of its rights under this Security Agreement 
following default, assigned by the Debtor as directed by the Secured Party. 

	

3. 	Rights, Obligations, Covenants, Representations and Warranties of Debtor 

3.1 	Representations and Warranties. The Debtor hereby represents and warrants: 
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(a) that it has the right, power and authority to enter into this Security Agreement 
and to grant the security interest described herein; 

(b) the execution, delivery and performance of this Security Agreement has been 
duly authorized by all necessary action and is not in contravention of any 
instrument by which the Debtor has been formed or continued, any instrument 
amending any such instrument, any internal regulation of the Debtor, any law, or 
any indenture, agreement or undertaking to which the Debtor is a party or by 
which it is bound; 

(c) the Debtor has not previously carried on business, does not currently carry on 
business, and shall not, without the prior written consent of the Secured Party, in 
the future carry on business under any name other than the name set forth in the 
preamble hereof; 

(d) the Collateral is genuine and is legally and beneficially owned by the Debtor free 
of all security interests except for the Security Interest and Permitted 
Encumbrances; 

(e) each chattel paper, intangible and instrument constituting Collateral is 
enforceable in accordance with its terms against the party obligated to pay the 
same ("Account Debtor"), the amount represented by the Debtor to the Secured 
Party from time to time as owing by each Account Debtor shall be the correct 
amount owing unconditionally by such Account Debtor, and no Account Debtor 
shall have any defence, set-off, claim or counterclaim against the Debtor which 
can be asserted against the Secured Party, whether in any proceedings to enforce 
the Collateral or otherwise; and 

(f) there are no actions, suits or proceedings pending or, to the knowledge of the 
Debtor, threatened against the Debtor except as have been disclosed in writing to 
and approved by the Secured Party. 

	

3.2 	Possession and use of Collateral. Subject to paragraph 6.2, until default or unless 
otherwise agreed with the Secured Party, the Debtor may deal with Collateral in the 
ordinary course of the Debtor's business in any manner consistent with the provisions of 
this Security Agreement. Except for Inventory sold or accounts collected in the ordinary 
course of the Debtor's business the Debtor shall not sell or otherwise transfer the 
Collateral without the express consent of the Secured Party. Where the Secured Party 
provides such consent and the Collateral gives rise to proceeds that are serial numbered 
goods or serial numbered equipment the Debtor shall provide the Secured Party with 
such information as is required to maintain a perfected security interest in -the proceeds. 
All proceeds from dealing with the Collateral, whether or not in the ordinary course of 
the Debtor's business, will be received by the Debtor as trustee for the Secured Party and 
will be immediately paid to the Secured Party pursuant to the fiduciary obligation as 
trustee. 

	

3.3 	No Encumbrances. Except pursuant to the terms of any Permitted Encumbrances, the 
Debtor shall not encumber or permit the Collateral to be encumbered without the prior 
written consent of the Secured Party, other than by this Security Agreement. 
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3.4 	Change in use. Where goods that are Inventory to the Debtor cease to be Inventory other 
than in the ordinary course of business and do not become proceeds of Inventory, the 
Debtor shall notify the Secured Party forthwith of the change. 

	

3.5 	Removal of Collateral. The Collateral (or to the extent the Collateral consists of 
intangible property such as accounts, the records concerning the Collateral) is located at 
the address of the Debtor set forth in the recitals herein, or at such other locations as the 
Secured Party may agree. Except in the ordinary course of the Debtor's business, the 
Debtor shall not remove the Collateral from its location without the prior written consent 
of the Secured Party, which shall not be unreasonably withheld. 

	

3.6 	Securities as Collateral. Where Collateral includes securities, the Secured Party may 
require the Debtor to transfer such securities into the Secured Party's name so that the 
Secured Party may appear of record as the owner of the securities. Until default, the 
Debtor may retain the voting and dividend rights attached to any such securities and the 
Secured Party will facilitate exercise of those dividend and voting rights. 

	

3.7 	Insure Collateral. The Debtor covenants to insure the Collateral for such periods, in 
such amounts, on such terms, with such insurers and against such loss or damage by fire 
and other such risks as the Secured Party reasonably directs, with loss payable to the 
Secured Party and the Debtor as insureds, as their respective interests may appear, to pay 
all premiums therefor, to deliver evidence of the same on request, and to do all acts 
necessary to obtain payment to the Secured Party of any insurance proceeds. 

	

3.8 	Preservation of rights and Collateral. The Debtor shall defend its own and the Secured 
Party's rights in the Collateral against the claims and demands of all persons. The Debtor 
shall maintain the Collateral in a condition and state of repair that preserves the value of 
the Collateral, reasonable wear and tear excluded. The Debtor will not commit or permit 
damage to or destruction of the Collateral and will effect repair if it occurs. The Debtor 
shall prevent the Collateral from being or becoming an accession or fixture to other 
property not covered by this Security Agreement or other security granted by the Debtor 
in favour of the Secured Party. The Debtor shall procure and maintain policies of fire and 
other casualty insurance covering the Collateral on a full-replacement basis on terms 
satisfactory to the Secured Party and with loss payable to the Secured Party and Debtor 
jointly. 

	

3..9 	Material changes in information. The Debtor shall notify the Secured Party promptly 
of: 

(a) any material change in the information contained in this Security Agreement 
(including any schedules hereto) relating to the Debtor, the Debtor's business or 
Collateral, including any address change or establishment of an additional place 
of business; 

(b) the details of any change in name of the Debtor; 

(c) the details of any significant acquisition of Collateral; 

(d) the details of any claims or litigation affecting the Debtor or Collateral; 
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(e) any loss of or damage to Collateral; and 

(f) any default by any Account Debtor in its obligations with respect to any 
Collateral. 

3.10 Debtor's existence. The Debtor shall maintain its existence, and diligently preserve all 
its rights, licences, powers, privileges, franchises and goodwill. 

3.11 	Debtor's conduct. The Debtor will conduct its business and affairs in a proper and 
efficient manner, in accordance with applicable law and keep records in accordance with 
generally accepted accounting procedures. The Debtor shall pay all charges, such as 
taxes, assessments, claims, liens and encumbrances relating to the Collateral or the 
Debtor's business and affairs when the same become due. The Debtor will deliver to the 
Secured Party promptly such information concerning Collateral, the Debtor and the 
Debtor's business and affairs as the Secured Party may reasonably request. The Debtor 
shall maintain all of the Collateral in accordance with all applicable laws, including 
without limitation, all environmental laws. 

3.12 Protest and notice. The Debtor waives protest and notice of same of any instrument 
constituting Collateral at any time held by the Secured Party on which the Debtor is in 
any way liable and, subject to the notice requirements of the PPSA, notice of any other 
action taken by the Secured Party. 

3.13 	Joint and several liability. If more than one Debtor executes this Security Agreement 
the obligations of such Debtors hereunder shall be joint and several. 

4. Ranking and Subordination 

No action by the Secured Party shall constitute a subordination of its Security Interest to any 
other interest in the Collateral unless such subordination is express and is effected by an 
agreement in writing signed by the Secured Party. 

5. Events of Default 

5.1 	The Debtor shall be in default under this Security Agreement or Related Documents upon 
occurrence of any of the following: 

(a) The occurrence of an Event of Default under any Loan Document. 

(b) Non-payment when due, whether by acceleration or otherwise, of any 
Indebtedness. 

(c) Failure to comply within seven (7) days after written notice from the Secured 
Party demanding compliance with any provision contained in this Security 
Agreement or Related Documents and if compliance is not practically possible, 
failure to take steps that will produce compliance as soon as is reasonably 
practical. 

{00129809.2) 



(d) Any warranty, representation or statement made or furnished to the Secured 
Party by or on behalf of the Debtor proves in any material respect to have been 
false when made or furnished. 

(e) Bankruptcy or insolvency of the Debtor; the filing against the Debtor of a 
petition in bankruptcy; the making of an authorized assignment for the benefit of 
creditors by the Debtor; the appointment of a receiver, trustee, monitor, or 
liquidator for the Debtor or for any assets of the Debtor; or the institution by or 
against the Debtor of any type of insolvency proceeding or creditor 
rearrangement. 

Cessation of the Debtor's viability as a going business concern, which includes 
the cessation or threat by the Debtor to cease to carry on in the normal course of 
the Debtor's business or any material part thereof. 

On the occurrence of such other events where the Secured Party considers in 
good faith and on commercially reasonable grounds that the Collateral is in 
jeopardy or that the Secured Party's position is insecure or jeopardized. 

6. 	Secured Party Rights and Obligations 

1 	General rights. In addition to the rights granted herein, the Secured Party may enforce 
any other rights and remedies it may have at law or in equity, and specifically shall have 
all rights and remedies of a Secured Party under the PPSA. All rights and remedies of the 
Secured Party are cumulative and one or more of these rights may be exercised 
independently or in combination from time to time including marshalling. 

6,2 	Collection of debts forming part of Collateral. The Secured Party may direct Account 
Debtors of the Debtor to make all payments owing to the Debtor on Collateral subject to 
the Security Interest directly to the Secured Party, by notifying such Account Debtors of 
the Secured Party's interest, either before or after default. 

6..3 	Inspection of. Collateral and right of access. The Secured Party shall have the right at 
any time to confirm the existence and state of the Collateral in any manner the Secured 
Party may consider appropriate and the Debtor agrees to furnish all assistance as the 
Secured Party may reasonably request in connection therewith. The Debtor grants to the 
Secured Party or its agents access to all places where Collateral may be located and to all 
premises occupied by the Debtor for the purposes of inspection or obtaining possession. 

6A- 	Receivers and others. The Secured Party may, with respect to any or all Collateral, 
appoint by instrument or by application to a court of competent jurisdiction a receiver or 
other person to act on its behalf, before or after default, or in any insolvency or like 
proceeding (receiver includes a receiver-manager). The appointee has all the powers of 
the Secured Party under this Security Agreement. In addition, on instructions from the 
Secured Party, the receiver shall be entitled to carry on the business of the Debtor, with 
all the powers the Debtor would have to operate its business, for such time as the 
receiver determines it advisable and in the best interest of the Secured Party. The 
Secured Party is not liable for any act or omission by any receiver appointed hereunder. 
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6,5 	Remedies on Default. Without limitation, during the occurrence and continuance of an 
event of default, the Secured Party shall have the following rights and powers, which the 
Secured Party may exercise immediately: 

(a) to declare all or any part of the Indebtedness which is not by its terms payable on 
demand to be immediately due and payable; 

(b) to enter upon the premises of the Debtor or any other premises where the 
Collateral may be situated and to take possession of all or any part of the 
Collateral, by any method permitted by law, to the exclusion of all others, 
including the Debtor, its partners, agents and employees, and the Debtor hereby 
waives and releases the Secured Party and any receiver from all claims in 
connection therewith or arising therefrom; 

(c) to remove all or any part of the Collateral to such place as the Secured Party 
deems advisable; 

(d) to preserve and maintain the Collateral and to do all such acts incidental thereto 
as the Secured Party considers advisable, including but not limited to making 
replacements and additions to the Collateral; 

(e) to collect, demand, sue on, enforce, recover and receive Collateral and give 
receipts and discharges therefor, and may do any such act and take any 
proceedings related thereto in the name of the Debtor or otherwise as the 
Secured Party considers appropriate; 

(1) 
	

to sell, lease, or otherwise dispose of the Collateral in such manner, at such time 
or times and place or places, for such consideration and upon such terms and 
conditions as the Secured Party deems reasonable (including without limitation, 
by deferred payment) all in the Secured Party's absolute discretion and without 
the concurrence of the Debtor; provided however, that the Secured Party shall 
not be required to do so and it shall be lawful for the Secured Party to use and 
possess the Collateral for any and all purposes and in any manner the Secured 
Party sees fit, all without hindrance or interruption by the Debtor or any other 
person or persons, provided however that none of the foregoing shall prejudice 
the Secured Party's right to pursue the Debtor for recovery in full of the amount 
of the Indebtedness, including the amount of any deficiency owing after the 
application of the proceeds of realization (and to the extent permitted by laws, 
the Debtor waives its rights to the protection afforded by any rule of law or 
legislation respecting such deficiency); 

to rescind or vary any contract for sale, lease or other disposition that the Debtor 
or the Secured Party may have entered into and to resell, release or redispose of 
the Collateral; 

(h) 	to deliver to any purchasers of the Collateral good and sufficient conveyances or 
deeds for the same free and clear of any claim  by the Debtor. For such purposes, 
the purchaser or lessee receiving any disposition of the Collateral need not 
inquire whether an event of default under this Security Agreement has actually 
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occurred but may as to this and all other matters rely upon a statutory declaration 
of the Secured Party, which declaration shall be conclusive evidence as between 
the Debtor and such purchaser or lessee, and any such disposition shall not be 
affected by any irregularity of any nature or kind relating to the enforcement of 
this Security Agreement; and 

(i) 
	

to take the benefit of or to exercise any other right, proceeding or remedy 
authorized or permitted at law or in equity, whether as a secured party pursuant 
to the PPSA as the same is in force from time to time or otherwise. 

Provided always that the Secured Party shall not be liable or accountable for any failure 
to exercise its remedies, take possession of collect, enforce, realize, sell, maintain, lease 
or otherwise dispose of the Collateral, or to institute any proceedings for such purposes. 
The Secured Party shall have no obligation to take any steps to preserve rights against 
other parties, shall have no obligation to exercise any of the rights and remedies 
available to it on default and shall not be liable or accountable for not exercising any 
such rights and remedies. 

	

6.6 	Costs. The Debtor agrees to pay all charges, including solicitors', auditors', receivers' or 
like persons' costs and remuneration or other expenses reasonably incurred by the 
Secured Party or other party appointed by the Secured Party in operating the Debtor's 
accounts and in preparing or enforcing this Security Agreement. Such sums shall 
constitute a future advance increasing the Indebtedness hereunder. 

	

6.7 	Deficiencies. The failure of the Secured Party to receive full payment or satisfaction of 
Indebtedness through its rights and remedies herein provided shall not in any way release 
the Debtor from the obligation to satisfy any deficiency, including any costs of 
realization. 

	

6.8 	Waivers. 

(a) No variation, amendment (except for any schedules which may be added hereto 
pursuant to the provisions of this Security Agreement) or waiver of any 
provision of this Security Agreement shall be effective unless made by written 
agreement executed by the parties to this Security Agreement. 

(b) No delay or omission by the Secured Party in exercising any right or remedy 
hereunder or with respect to any Indebtedness shall operate as a waiver of that 
right or remedy and no single or partial exercise of any right or remedy shall 
preclude'any other exercise of cumulative rights and remedies. 

(c) The Secured Party may remedy any default or perform any duty of the Debtor 
hereunder or with respect to any Indebtedness in any reasonable manner without 
waiving the default remedied and without waiving any other prior or subsequent 
default by the Debtor. 

	

6.9 	Notice of intention to realise. 
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(a) Prior to realisation, there is an obligation on the Secured Party to deliver a notice 
of intention to realise to the Debtor under s.244 of the Bankruptcy and 
Insolvency Act. Any events which trigger default, including those within 
paragraph 5.1(e), shall be deferred as required by that legislation. Valid service 
of this notice will occur upon sending of the notice to the address herein or as 
changed by the Debtor in accordance with paragraph 3.9. 

(b) Prior to realisation, to the extent applicable, the Secured Party shall also give 
notice in writing in the applicable time period to those persons such notice is 
required to be given pursuant to the provisions of the PPSA, all in accordance 
with the provisions of the PPSA. 

7. No Positive Obligation 

Nothing in this Security Agreement shall be interpreted so as to obligate or make the Secured 
Party liable to observe or perform any term, covenant or condition of any agreement, document 
or instrument to which the Debtor is a party or by which it is bound. 

8. Further Documents 

The Debtor hereby agrees to execute, acknowledge and deliver such further agreements and 
documents supplemental hereto (including financing statements, further schedules to this 
Security Agreement, assignments and transfers) and to do all acts, matters and things as may be 
requested by the Secured Party in order to give effect to this Security Agreement and to perfect 
the Security Interest, including but not limited to any of the same which may be required to 
correct or amplify the description of any Collateral or for any other purpose not inconsistent with 
the terms of this Security Agreement. 

9. Appropriation of Payments 

All payments made at any time in respect of the Indebtedness and all proceeds realized from any 
Collateral may be applied (and reapplied from time to time notwithstanding any previous 
application) in such manner as the Secured Party sees fit or, at the option of the Secured Party, 
may be held without appropriation in a collateral account or released to the Debtor all without 
prejudice to the rights of the Secured Party hereunder, including the Secured Party's right to 
collect from the Debtor the amount of any deficiency remaining after application of all such 
payments and proceeds. 

10. Power of Attorney 

The Debtor hereby authorizes the Secured Party to file such financing statements and other 
documents and do such acts, matters and things (including completing and adding schedules to 
this Security Agreement identifying Collateral or locations) as the Secured Party from time to 
time deems appropriate to perfect, continue and realize upon the Security Interest and to protect 
and preserve the Collateral. In addition, for valuable consideration, the Debtor hereby 
irrevocably appoints the Secured Party and its representatives from time to time, or any one or 
more of them, to be the true and lawful attorney of the Debtor, with full power of substitution, in 
the name of and on behalf of the Debtor to execute and to do all deeds, transfers, conveyances, 
assignments, assurances, and other things which the Debtor ought to execute and do under the 
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covenants and provisions contained in this Security Agreement and generally to use the name of 
the Debtor in the exercise of all or any of the rights, remedies and powers of the Secured Party. 

	

11. 	Real Property 

For the purposes of any application to register a crystallized floating charge against any real 
property, the floating charge created by this Security Agreement shall be crystallized and become 
a fixed charge upon the occurrence of any default hereunder. 

	

12. 	Costs and Expenses 

12.1 	The Debtor hereby agrees to pay all costs and expenses on a full indemnity basis 
(including legal fees as between a solicitor and his own client) incidental to: 

(a) the preparation, execution and filing of this Security Agreement, 

(b) maintaining, protecting and defending the Collateral, the Security Interest, and 
all of the Secured Party's rights and interest arising pursuant to this Security 
Agreement, and 

(c) the exercise of any rights or remedies of the Secured Party pursuant to this 
Security Agreement, including but not limited to the costs of the appointment of 
a receiver and all expenditures incurred by such receiver, the cost of any sale 
proceedings (whether the same prove abortive or not), and all costs of 
inspection, and all other costs and expenses incurred by the Secured Party in 
connection with or arising out of, directly or indirectly, this Security Agreement, 
all without limitation. All such costs and expenses shall be payable by the 
Debtor immediately upon demand from the Secured Party and until paid shall 
bear interest from the date incurred by the Secured Party at the highest rate of 
interest then chargeable by the Secured Party to the Debtor on any of the 
Indebtedness. The amount of all such costs and expenses shall be added to the 
Indebtedness and shall be secured by this Security Agreement; 

	

13. 	Waiver 

To the fullest extent permitted by law, the Debtor waives all of the rights, benefits and 
protections given by the provisions of any existing or future law which imposes limitations upon 
the powers, rights or remedies of a secured party or upon the methods of realization of security, 
including any seize or sue or anti-deficiency statute or any similar provisions of any other law. 

	

14. 	Security in Addition 

This Security Agreement and the security afforded by it is in addition to and not in substitution 
for any other security now or hereafter held by the Secured Party and is intended to be a 
continuing security agreement and shall remain in full force and effect until released in writing 
by the Secured Party. The Secured Party shall have no obligation to provide such release unless 
and until the full amount of the Indebtedness has been paid in full. 
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15. Severance 

If any provision of this Security Agreement is held invalid, in whole or in part, by any court of 
competent jurisdiction, the remaining terms and provisions of this Security Agreement shall 
remain in full force and effect and this Security Agreement shall be enforced to the fullest extent 
permitted by law. 

16. Successor Interests 

This Security Agreement shall enure to the benefit of and be binding on the parties hereto and 
their respective heirs, executors, administrators, successors and assigns. 

17. Applicable Law 

This Security Agreement and Related Documents shall be governed by the laws of the Province 
of Alberta and the federal laws of Canada applicable therein. 

18. Termination 

This Security Agreement shall remain in full force and effect until the Indebtedness has been 
paid and written notice of discharge by the Secured Party is received by the Debtor. 

19. Acknowledgments of Debtor 

The Debtor hereby acknowledges receipt of a copy of this Security Agreement and waives all 
rights to receive from the Secured Party a copy of any financing statement, financing change 
statement, or verification statement, filed or issued at any time in respect of this Security 
Agreement. 

IN WITNESS WHEREOF, the Debtor has executed this Security Agreement effective as of the date 
first written above. 

MRC RESOURCE PARTNERSHIP 

Per: 
Name: 
Title: 

Per: 
Name: 
Title: 
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MEC ENERGY CORPORATION 

Per: 	 
Name: 
Title: 
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SCHEDULE "A" 

LINC Short Legal Description Nature of Interest 

0013 573 861 4;28;19;26;NE Working interest 

0013 570 438 4;28;19;35;SE Working interest 

0015 203 672 7520523;0T Working interest 



PROMISSORY NOTE 

PRINCIPAL AMOUNT: $37,570,500 	 DUE ON DEMAND 

The undersigned (the "Payor") hereby promises to pay, ON DEMAND, to 1041189 B.C. LID., a British 
Columbia company having an office at 400 Burrard Street, Suite 1860, Vancouver, British Columbia V6C 
3A6 (the "Payee"), the principal sum of THIRTY SEVEN MILLION FIVE HUNDRED SEVENTY 
THOUSAND FIVE HUNDRED DOLLARS in lawful money of the Canada, at the above location or 
such other location as the Payee shall designate in writing. This promissory note shall bear interest in 
accordance with the terms of the Loan Agreement (as defined below). 

This promissory note is a "Note" referred to in the Loan Agreement, dated as of the 30 th  day of June, 2015 
(the "Loan Agreement"), between the Payee and the Payor, and is subject to the terms and conditions 
thereof. In the event of any conflict between this promissory note and the Loan Agreement, the Loan. 
Agreement shall govern. 

The Payor hereby waives diligence, presentment, demand, protest or notice of any kind in connection 
with this promissory note. ALL PAYMENTS UNDER THIS PROMISSORY NOTE SHALL BE MADE 
BY THE PAYOR WITHOUT ANY RIGHT OR DEFENCE OF SET-OFF, COUNTERCLAIM OR 
DEDUCTION OF ANY KIND, IN LAW OR IN EQUITY, whatsoever, howsoever existing or arising 
between the Payer or Payee or otherwise, including pursuant to the Loan Agreement. This promissory 
note shall be binding upon the Payor and its successors and assigns, and the terms and provisions of this 
promissory note shall inure to the benefit of the Payee and its successors and assigns, including 
subsequent holders hereof. The Payor's obligations under this promissory note may not be assigned 
without the prior written consent of the Payee. This promissory note is fully assignable by the Payee, in 
whole or in part, to any person at any time without notice to, or the consent of, the Payor. 

This promissory note shall be governed by and construed in accordance with the laws of the Province of 
British Columbia and the laws of Canada applicable therein, The Payor and the Payee irrevocably attorn 
to the exclusive jurisdiction of the Courts of British Columbia located in Vancouver, British Columbia 
with respect to any matters arising out of this promissory note. 
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Nam 
AMIN-WI Signatory 

DATED this 30 th  day of rune, .2015, 

( +'C'XLSS O FPARTMSZELP 

Vstatt10 Pop to Pro tolo5ory Nolo 
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GENERAL SECURITY AGREEMENT 

This GENERAL SECURITY AGREEMENT (this "Security Agreement") dated as of the 
30th day of June, 2015 is made by MFC RESOURCE PARTNERSHIP, with an office at 400 Burrard 
Street, Suite 1860, Vancouver, British Columbia V6C 3A6, a general partnership existing under the laws 
of the Province of British Columbia, and MFC ENERGY CORPORATION, solely in its capacity as a 
partner of MFC Resource Partnership and to the extent that it holds title to property for and on behalf of 
MFC Resource Partnership, a corporation existing under the laws of the Province of British Columbia 
(individually and together the "Debtor") to and in favour of 1041189 B.C. LTD. (the "Secured Party") 
with an office at 400 Burrard Street, Suite 1860, Vancouver, British Columbia V6C 3A6 , in conjunction 
with: 

(a) a Loan Agreement between MFC Resource Partnership, as borrower, and the Secured Party, as 
lender, dated on or about the date hereof, as it may be amended, supplemented, restated or 
otherwise modified from time to time, (the "Loan Agreement"); and 

(b) a Promissory Note issued by the MFC Resource Partnership in favour of the Secured Party dated 
on or about the date hereof as it may be amended, supplemented, restated or otherwise modified 
from time to time (together with the Loan Agreement, the "Loan Documents"). 

For valuable consideration, the receipt and sufficiency of which is conclusively acknowledged by the 
Debtor, the Debtor hereby grants to the Secured Party a security interest over the Collateral in 
accordance with the terms of this Security Agreement, as follows: 

1. 	Definitions 

All words and phrases which are defined in the PPSA and not otherwise defined in this Security 
Agreement shall have the meaning ascribed by the PPSA. The following definitions shall apply 
herein: 

1.1 	"Collateral" shall mean all present and after-acquired personal property and real 
properly of the Debtor of whatever kind and wherever situate, together with all 
documents, writings, papers, books of account and records relating to the foregoing and 
all rights and interests therein, including without limitation, all right, title and interest 
that the Debtor now has, may be possessed of, entitled to, or acquire, by way of 
amalgamation or otherwise, now or hereafter or may hereafter have in all property of the 
following kinds: 

(a) Accounts Receivable: all debts, accounts, accounts receivables, claims and 
chases in action which are now or which may hereafter become due, owing or 
accruing due to the Debtor; 

(b) Inventory: all inventory of whatever kind and wherever situated including, 
without limiting the generality of the foregoing, all goods held for sale or lease, 
or furnished or to be furnished under contracts for service, or that are work in 
progress, or that are raw materials used or consumed in the business of the 
Debtor (collectively the "Inventory"); 
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(c) Equipment: all goods, machinery, equipment, fixtures, furniture, plant, vehicles 
and other tangible personal property which are not Inventory, including, without 
limiting the generality of the foregoing, the tangible personal property described 
in any schedule hereto executed by both the Debtor and the Secured Party; 

(d) Chattel Paper: all chattel paper; 

(e) Documents of Title: all warehouse receipts, bills of lading and other documents 
of title, whether negotiable or not; 

(f) Investment Property and Instruments: all shares, stock, warrants, bonds, 
debentures, debenture stock and other investment property and all instruments; 

(g) Intangibles: all intangibles not described in paragraph 1.1(a) including, without 
limiting the generality of the foregoing, all goodwill, patents, trademarks, 
copyrights and other industrial and intellectual property; 

(h) Money: all coins or bills or other medium of exchange adopted for use as part 
of the currency of Canada or of any foreign government; 

(i) Books, Records, Etc.: all books, papers, accounts, invoices, documents and 
other records in any form evidencing or relating to any of the property described 
in paragraphs 1.1(a) to (h) inclusive, and all contracts, securities, instruments 
and other rights and benefits in respect thereof; 

(i) 	Transferable Rights: all statutory licences, quotas and other transferable rights, 
including an equitable right in the Collateral assigned or charged under this 
Security Agreement which might otherwise at law be incapable of being 
Collateral subject to a security interest; 

(k) 
	

Substitutions, Etc.: all replacements of, substitutions for and increases, 
additions and accessions to any of the property described in paragraphs 1.1(a) to 
(i) inclusive; 

(1) , 	Proceeds: all proceeds of the property described in paragraphs 1.1(a) to (k) 
inclusive including, without limiting the generality of the foregoing, all personal 
property in any form or fixtures derived directly or indirectly from any dealing 
with such property or that indemnifies or compensates for the loss of or damage 
to such property; 

(m) 
	

Leases and Licenses: all petroleum and natural gas rights, leases, licences, 
permits, reservations, agreements, authorizations and other instruments under 
which the Debtor derives, holds, or maintains an interest in land, and all 
servitudes, privileges, easements, rights-of-way, right of entry orders, rights of 
ingress and egress and other surface rights, which in each case constitute an 
interest in land, including without limitation, those listed in Schedule "A"; 

but shall not include: 
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(n) the last day of any term reserved by any lease, verbal or written, or any 
agreement therefor now or hereafter held by the Debtor, it being the intention 
that the Debtor shall stand possessed of the reversion remaining in respect of any 
leasehold interest forming part of the Collateral upon trust to assign and dispose 
thereof as the Secured Party may after default direct, or 

(o) Consumer Goods, 

	

1.2 	"Indebtedness" shall mean all debts, liabilities and obligations of every kind and 
description of the Debtor to the Secured Party, whether now or hereafter owed or any 
future advance, whether direct, indirect, contingent, and whether the Debtor be bound 
alone or with others and whether as principal or surety, including without limitation, 
those in connection with the Loan Documents. 

	

1.3 	"Permitted Encumbrances" means: 

(a) liens for taxes, assessments and governmental charges which are not due or the 
validity of which is being diligently contested in good faith by or on behalf of 
the Debtor; 

(b) mechanics', builders' and material men's liens arising by operation of law and in 
respect of services rendered or goods supplied for which payment is not due or if 
due, is being contested in good faith; 

(c) the lien or any right of distress reserved in or exercisable under any real property 
lease for rent or otherwise to effect compliance with the terms of such lease, in 
respect of which the Debtor is not in default; 

(d) security interests given by the Debtor in favour of a public utility or any 
municipality or other public authority which is required by such utility or 
municipality or governmental or other public authority in connection with 
operations of the Debtor; 

(e) the right reserved to or vested in any municipality or government or other public 
authority by the terms of any lease, license, franchise, grant or permit or by any 
statutory provision, to terminate any such lease, license, franchise, grant or 
permit or to require annual or other periodic payments as a condition of the 
continuance thereof; 

(f) any capital lease or purchase money security interest upon property created or 
assumed to secure all or any part of the funds required for the lease or purchase 
of such property, and shall include any extension, renewal or replacement 
thereof upon the same property if the principal amount of the indebtedness 
secured thereby is not increased; 

(g) any security interest created by or pursuant to this Security Agreement and any 
security interest now or at any time hereafter made or granted by the Debtor to 
the Secured Party; 
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(h) 	any other liens or encumbrances permitted under the definition of "Permitted 
Encumbrances" in the Loan Agreement; and 

those registrations agreed to in writing between the Secured Party and the 
Debtor. 

1.4 	"PPSA" means the Personal Property Security Act (Alberta); 

1.5 	"Related Documents" shall mean the promissory notes, loan agreements, account 
agreements, guaranties, trust deeds, mortgages, other security agreements or any other 
documents executed in connection with this Security Agreement or the Indebtedness or 
related to its operation or administration, whether already existing or executed now or 
later, including without limitation, the Loan Documents. 

	

2. 	Creation of Security Interest 

2.1 	Security 

As general and continuing security for the payment and performance of the Indebtedness, 
the Debtor hereby: 

(a) grants, assigns, conveys, mortgages, pledges and charges to the Secured Party, as 
and by way of a specific mortgage, pledge and charge, a security interest in the 
Collateral (excepting real property); and 

(b) with respect to real property, charges such in favour of the Secured Party as and 
by way of a floating charge. 

2.2 	Attachment of Security Interest 

The Debtor acknowledges that value has been given and agrees that the security interest 
granted hereby (the "Security Interest") shall attach when the Debtor signs this Security 
Agreement and the Debtor has any rights in the Collateral, 

2.3 	Grant resulting in Termination 

If the grant of the Security Interest in respect of any contract, lease, agreement to lease, 
license, permit, approval or intellectual property right would result in the termination or 
breach of such contract, lease, agreement to lease, license, permit, approval or 
intellectual property right, then the applicable contract, lease, agreement to lease, license, 
permit, approval or intellectual property right will not be subject to the Security Interest 
but will be held in trust by the Debtor for the benefit of the Secured Party and, on 
exercise, by the Secured Party of any of its rights under this Security Agreement 
following default, assigned by the Debtor as directed by the Secured Party. 

	

3. 	Rights, Obligations, Covenants, Representations and Warranties of Debtor 

3.1 	Representations and Warranties. The Debtor hereby represents and warrants: 
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(a) that it has the right, power and authority to enter into this Security Agreement 
and to grant the security interest described herein; 

(b) the execution, delivery and performance of this Security Agreement has been 
duly authorized by all necessary action and is not in contravention of any 
instrument by which the Debtor has been formed or continued, any instrument 
amending any such instrument, any internal regulation of the Debtor, any law, or 
any indenture, agreement or undertaking to which the Debtor is a party or by 
which it is bound; 

(c) the Debtor has not previously carried on business, does not currently carry on 
business, and shall not, without the prior written consent of the Secured Party, in 
the future carry on business under any name other than the name set forth in the 
preamble hereof; 

(d) the Collateral is genuine and is legally and beneficially owned by the Debtor free 
of all security interests except for the Security Interest and Permitted 
Encumbrances; 

(e) each chattel paper, intangible and instrument constituting Collateral is 
enforceable in accordance with its terms against the party obligated to pay the 
same ("Account Debtor"), the amount represented by the Debtor to the Secured 
Party from time to time as owing by each Account Debtor shall be the correct 
amount owing unconditionally by such Account Debtor, and no Account Debtor 
shall have any defence, set-off, claim or counterclaim against the Debtor which 
can be asserted against the Secured Party, whether in any proceedings to enforce 
the Collateral or otherwise; and 

(1) 
	

there are no actions, suits or proceedings pending or, to the knowledge of the 
Debtor, threatened against the Debtor except as have been disclosed in writing to 
and approved by the Secured Party. 

	

3.2 	Possession and use of Collateral. Subject to paragraph 6.2, until default or unless 
otherwise agreed with the Secured Party, the Debtor may deal with Collateral in the 
ordinary course of the Debtor's business in any manner consistent with the provisions of 
this Security Agreement. Except for Inventory sold or accounts collected in the ordinary 
course of the Debtor's business the Debtor shall not sell or otherwise transfer the 
Collateral without the express consent of the Secured Party. Where the Secured Party 
provides such consent and the Collateral gives rise to proceeds that are serial numbered 
goods or serial numbered equipment the Debtor shall provide the Secured Party with 
such information as is required to maintain a perfected security interest in the proceeds. 
All proceeds from dealing with the Collateral, whether or not in the ordinary course of 
the Debtor's business, will be received by the Debtor as trustee for the Secured Party and 
will be immediately paid to the Secured Party pursuant to the fiduciary obligation as 
trustee. 

	

3.3 	No Encumbrances. Except pursuant to the terms of any Permitted Encumbrances, the 
Debtor shall not encumber or permit the Collateral to be encumbered without the prior 
written consent of the Secured Party, other than by this Security Agreement 
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3.4 	Change in use. Where goods that are Inventory to the Debtor cease to be Inventory other 
than in the ordinary course of business and do not become proceeds of Inventory, the 
Debtor shall notify the Secured Party forthwith of the change. 

	

3,5 	Removal of Collateral. The Collateral (or to the extent the Collateral consists of 
intangible property such as accounts, the records concerning the Collateral) is located at 
the address of the Debtor set forth in the recitals herein, or at such other locations as the 
Secured Party may agree. Except in the ordinary course of the Debtor's business, the 
Debtor shall not remove the Collateral from its location without the prior written consent 
of the Secured Party, which shall not be unreasonably withheld. 

	

3.6 	Securities as Collateral. Where Collateral includes securities, the Secured Party may 
require the Debtor to transfer such securities into the Secured Party's name so that the 
Secured Party may appear of record as the owner of the securities. Until default, the 
Debtor may retain the voting and dividend rights attached to any such securities and the 
Secured Party will facilitate exercise of those dividend and voting rights. 

	

3.7 	Insure Collateral. The Debtor covenants to insure the Collateral for such periods, in 
such amounts, on such terms, with such insurers and against such loss or damage by fire 
and other such risks as the Secured Party reasonably directs, with loss payable to the 
Secured Party and the Debtor as insureds, as their respective interests may appear, to pay 
all premiums therefor, to deliver evidence of the same on request, and to do all acts 
necessary to obtain payment to the Secured Party of any insurance proceeds. 

	

3.8 	Preservation of rights and Collateral. The Debtor shall defend its own and the Secured 
Party's rights in the Collateral against the claims and demands of all persons. The Debtor 
shall maintain the Collateral in a condition and state of repair that preserves the value of 
the Collateral, reasonable wear and tear excluded. The Debtor will not commit or permit 
damage to or destruction of the Collateral and will effect repair if it occurs. The Debtor 
shall prevent the Collateral from being or becoming an accession or fixture to other 
property not covered by this Security Agreement or other security granted by the Debtor 
in favour of the Secured Party. The Debtor shall procure and maintain policies of fire and 
other casualty insurance covering the Collateral on a full-replacement basis on terms 
satisfactory to the Secured Party and with loss payable to the Secured Party and Debtor 
jointly. 

	

3.9 	Material changes in information. The Debtor shall notify the Secured Party promptly 
of: 

(a) any material change in the information contained in this Security Agreement 
(including any schedules hereto) relating to the Debtor, the Debtor's business or 
Collateral, including any address change or establishment of an additional place 
of business; 

(b) the details of any change in name of the Debtor; 

(c) the details of any significant acquisition of Collateral; 

(d) the details of any claims or litigation affecting the Debtor or Collateral; 
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any loss of or damage to Collateral; and 

any default by any Account Debtor in its obligations with respect to any 
Collateral. 

3.10 	Debtor's existence, The Debtor shall maintain its existence, and diligently preserve all 
its rights, licences, powers, privileges, franchises and goodwill. 

3.11 	Debtor's conduct. The Debtor will conduct its business and affairs in a proper and 
efficient manner, in accordance with applicable law and keep records in accordance with 
generally accepted accounting procedures. The Debtor shall pay all charges, such as 
taxes, assessments, claims, liens and encumbrances relating to the Collateral or the 
Debtor's business and affairs when the same become due. The Debtor will deliver to the 
Secured Party promptly such information concerning Collateral, the Debtor and the 
Debtor's business and affairs as the Secured Party may reasonably request. The Debtor 
shall maintain all of the Collateral in accordance with all applicable laws, including 
without limitation, all environmental laws. 

3.12 Protest and notice. The Debtor waives protest and notice of same of any instrument 
constituting Collateral at any time held by the Secured Party on which the Debtor is in 
any way liable and, subject to the notice requirements of the PPSA, notice of any other 
action taken by the Secured Party. 

3.13 	Joint and several liability. If more than one Debtor executes this Security Agreement 
the obligations of such Debtors hereunder shall be joint and several. 

	

4. 	Ranking and Subordination 

No action by the Secured Party shall constitute a subordination of its Security Interest to any 
other interest in the Collateral unless such subordination is express and is effected by an 
agreement in writing signed by the Secured Party, 

	

5, 	Events of Default 

5.1 	The Debtor shall be in default under this Security Agreement or Related Documents upon 
occurrence of any of the following: 

(a) The occurrence of an Event of Default under any Loan Document, 

(b) Non-payment when due, whether by acceleration or otherwise, of any 
Indebtedness. 

(c) Failure to comply within seven (7) days after written notice from the Secured 
Party demanding compliance with any provision contained in this Security 
Agreement or Related Documents and if compliance is not practically possible, 
failure to take steps that will produce compliance as soon as is reasonably 
practical. 
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Any warranty, representation or statement made or furnished to the Secured 
Party by or on behalf of the Debtor proves in any material respect to have been 
false when made or furnished. 

Bankruptcy or insolvency of the Debtor; the filing against the Debtor of a 
petition in bankruptcy; the making of an authorized assignment for the benefit of 
creditors by the Debtor; the appointment of a receiver, trustee, monitor, or 
liquidator for the Debtor or for any assets of the Debtor; or the institution by or 
against the Debtor of any type of insolvency proceeding or creditor 
rearrangement. 

Cessation of the Debtor's viability as a going business concern, which includes 
the cessation or threat by the Debtor to cease to carry on in the normal course of 
the Debtor's business or any material part thereof. 

On the occurrence of such other events where the Secured Party considers in 
good faith and on commercially reasonable grounds that the Collateral is in 
jeopardy or that the Secured Party's position is insecure or jeopardized. 

6. 	Secured Party Rights and Obligations 

6.1 	General rights. In addition to the rights granted herein, the Secured Party may enforce 
any other rights and remedies it may have at law or in equity, and specifically shall have 
all rights and remedies of a Secured Party under the PPSA. All rights and remedies of the 
Secured Party are cumulative and one or more of these rights may be exercised 
independently or in combination from time to time including marshalling. 

6.2 	Collection of debts forming part of Collateral. The Secured Party may direct Account 
Debtors of the Debtor to make all payments owing to the Debtor on Collateral subject to 
the Security Interest directly to the Secured Party, by notifying such Account Debtors of 
the Secured Party's interest, either before or after default. 

6.3 	Inspection of Collateral and right of access. The Secured Party shall have the right at 
any time to confirm the existence and state of the Collateral in any manner the Secured 
Party may consider appropriate and the Debtor agrees to furnish all assistance as the 
Secured Party may reasonably request in connection therewith. The Debtor grants to the 
Secured Party or its agents access to all places where Collateral may be located and to all 
premises occupied by the Debtor for the purposes of inspection or obtaining possession. 

6.4 	Receivers and others, The Secured Party may, with respect to any or all Collateral, 
appoint by instrument or by application to a court of competent jurisdiction a receiver or 
other person to act on its behalf, before or after default, or in any insolvency or like 
proceeding (receiver includes a receiver-manager). The appointee has all the powers of 
the Secured Party under this Security Agreement. In addition, on instructions from the 
Secured Party, the receiver shall he entitled to carry on the business of the Debtor, with 
all the powers the Debtor would have to operate its business, for such time as the 
receiver determines it advisable and in the best interest of the Secured Party. The 
Secured Party is not liable for any act or omission by any receiver appointed hereunder. 
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6.5 	Remedies on Default. Without limitation, during the occurrence and continuance of an 
event of default, the Secured Party`shall have the following rights and powers, which the 
Secured Party may exercise immediately: 

(a) to declare all or any part of the Indebtedness which is not by its terms payable on 
demand to be immediately due and payable; 

(b) to enter upon the premises of the Debtor or any other premises where the 
Collateral may be situated and to take possession of all or any part of the 
Collateral, by any method permitted by law, to the exclusion of all others, 
including the Debtor, its partners, agents and employees, and the Debtor hereby 
waives and releases the Secured Party and any receiver from all claims in 
connection therewith or arising therefrom; 

(c) to remove all or any part of the Collateral to such place as the Secured Party 
deems advisable; 

(d) to preserve and maintain the Collateral and to do all such acts incidental thereto 
as the Secured Party considers advisable, including but not limited to making 
replacements and additions to the Collateral; 

(e) to collect, demand, sue on, enforce, recover and receive Collateral and give 
receipts and discharges therefor, and may do any such act and take any 
proceedings related thereto in the name of the Debtor or otherwise as the 
Secured Party considers appropriate; 

(f) to sell, lease, or otherwise dispose of the Collateral in such manner, at such time 
or times and place or places, for such consideration and upon such terms and 
conditions as the Secured Party deems reasonable (including without limitation, 
by deferred payment) all in the Secured Party's absolute discretion and without 
the concurrence of the Debtor; provided however, that the Secured Party shall 
not be required to do so and it shall be lawful for the Secured Party to use and 
possess the Collateral for any and all purposes and in any manner the Secured 
Party sees fit, all without hindrance or interruption by the Debtor or any other 
person or persons, provided however that none of the foregoing shall prejudice 
the Secured Party's right to pursue the Debtor for recovery in full of the amount 
of the Indebtedness, including the amount of any deficiency owing after the 
application of the proceeds of realization (and to the extent permitted by laws, 
the Debtor waives its rights to the protection afforded by any rule of law or 
legislation respecting such deficiency); 

(g) to rescind or vary any contract for sale, lease or other disposition that the Debtor 
or the Secured Party may have entered into and to resell, release or redispose of 
the Collateral; 

(h) to deliver to any purchasers of the Collateral good and sufficient conveyances or 
deeds for the same free and clear of any claim by the Debtor. For such purposes, 
the purchaser or lessee receiving any disposition of the Collateral need not 
inquire whether an event of default under this Security Agreement has actually 
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occurred but may as to this and all other matters rely upon a statutory declaration 
of the Secured Party, which declaration shall be conclusive evidence as between 
the Debtor and such purchaser or lessee, and any such disposition shall not be 
affected by any irregularity of any nature or kind relating to the enforcement of 
this Security Agreement; and 

to take the benefit of or to exercise any other right, proceeding or remedy 
authorized or permitted at law or in equity, whether as a secured party pursuant 
to the PPSA as the same is in force from time to time or otherwise. 

Provided always that the Secured Party shall not be liable or accountable for any failure 
to exercise its remedies, take possession of, collect, enforce, realize, sell, maintain, lease 
or otherwise dispose of the Collateral, or to institute any proceedings for such purposes. 
The Secured Party shall have no obligation to take any steps to preserve rights against 
other parties, shall have no obligation to exercise any of the rights and remedies 
available to it on default and shall not be liable or accountable for not exercising any 
such rights and remedies. 

	

6.6 	Costs. The Debtor agrees to pay all charges, including solicitors', auditors', receivers' or 
like persons' costs and remuneration or other expenses reasonably incurred by the 
Secured Party or other party appointed by the Secured Party in operating the Debtor's 
accounts and in preparing or enforcing this Security Agreement. Such sums shall 
constitute a future advance increasing the Indebtedness hereunder. 

	

6.7 	Deficiencies. The failure of the Secured Party to receive full payment or satisfaction of 
Indebtedness through its rights and remedies herein provided shall not in any way release 
the Debtor from the obligation to satisfy any deficiency, including any costs of 
realization. 

	

6,8 	Waivers. 

(a) No variation, amendment (except for any schedules which may be added hereto 
pursuant to the provisions of this Security Agreement) or waiver of any 
provision of this Security Agreement shall be effective unless made by written 
agreement executed by the parties to this Security Agreement. 

(b) No delay or omission by the Secured Party in exercising any right or remedy 
hereunder or with respect to any Indebtedness shall operate as a waiver of that 
right or remedy and no single or partial exercise of any right or remedy shall 
preclude any other exercise of cumulative rights and remedies. 

(c) The Secured Party may remedy any default or perform any duty of the Debtor 
hereunder or with respect to any Indebtedness in any reasonable manner without 
waiving the default remedied and without waiving any other prior or subsequent 
default by the Debtor. 

	

6.9 	Notice of intention to realise. 
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(a) Prior to realisation, there is an obligation on the Secured Party to deliver a notice 
of intention to realise to the Debtor under s.244 of the Bankruptcy and 
Insolvency Act, Any events which trigger default, including those within 
paragraph 5.1(e), shall be deferred as required by that legislation. Valid service 
of this notice will occur upon sending of the notice to the address herein or as 
changed by the Debtor in accordance with paragraph 3.9. 

(b) Prior to realisation, to the extent applicable, the Secured Party shall also give 
notice in writing in the applicable time period to those persons such notice is 
required to be given pursuant to the provisions of the PPSA, all in accordance 
with the provisions of the PPSA. 

7. 	No Positive Obligation 

Nothing in this Security Agreement shall be interpreted so as to obligate or make the Secured 
Party liable to observe or perform any term, covenant or condition of any agreement, document 
or instrument to which the Debtor is a party or by which it is bound. 

Further Documents 

The Debtor hereby agrees to execute, acknowledge and deliver such further agreements and 
documents supplemental hereto (including financing statements, further schedules to this 
Security Agreement, assignments and transfers) and to do all acts, matters and things as may be 
requested by the Secured Party in order to give effect to this Security Agreement and to perfect 
the Security Interest, including but not limited to any of the same which may be required to 
correct or amplify the description of any Collateral or for any other purpose not inconsistent with 
the terms of this Security Agreement. 

9. Appropriation of Payments 

All payments made at any time in respect of the Indebtedness and all proceeds realized from any 
Collateral may be applied (and reapplied from time to time notwithstanding any previous 
application) in such manner as the Secured Party sees fit or, at the option of the Secured Party, 
may be held without appropriation in a collateral account or released to the Debtor all without 
prejudice to the rights of the Secured Party hereunder, including the Secured Party's right to 
collect from the Debtor the amount of any deficiency remaining after application of all such 
payments and proceeds. 

10. Power of Attorney 

The Debtor hereby authorizes the Secured Party to file such financing statements and other 
documents and do such acts, matters and things (including completing and adding schedules to 
this Security Agreement identifying Collateral or locations) as the Secured Party from time to 
time deems appropriate to perfect, continue and realize upon the Security Interest and to protect 
and preserve the Collateral. In addition, for valuable consideration, the Debtor hereby 
irrevocably appoints the Secured Party and its representatives from time to time, or any one or 
more of them, to be the true and lawful attorney of the Debtor, with full power of substitution, in 
the name of and on behalf of the Debtor to execute and to do all deeds, transfers, conveyances, 
assignments, assurances, and other things which the Debtor ought to execute and do under the 
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covenants and provisions contained in this Security Agreement and generally to use the name of 
the Debtor in the exercise of all or any of the rights, remedies and powers of the Secured Party. 

11. Real Property 

For the purposes of any application to register a crystallized floating charge against any real 
property, the floating charge created by this Security Agreement shall be crystallized and become 
a fixed charge upon the occurrence of any default hereunder. 

12. Costs and Expenses 

12.1 The Debtor hereby agrees to pay all costs and expenses on a full indemnity basis 
(including legal fees as between a solicitor and his own client) incidental to: 

(a) 	the preparation, execution and filing of this Security Agreement, 

(b) . 	maintaining, protecting and defending the Collateral, the Security Interest, and 
all of the Secured Party's rights and interest arising pursuant to this Security 
Agreement, and 

(c) 	the exercise of any rights or remedies of the Secured Party pursuant to this 
Security Agreement, including but not limited to the costs of the appointment of 
a receiver and all expenditures incurred by such receiver, the cost of any sale 
proceedings (whether the same prove abortive or not), and all costs of 
inspection, and all other costs and expenses incurred by the Secured Party in 
connection with or arising out of, directly or indirectly, this Security Agreement, 
all without limitation. All such costs and expenses shall be payable by the 
Debtor immediately upon demand from the Secured Party and until paid shall 
bear interest from the date incurred by the Secured Party at the highest rate of 
interest then chargeable by the Secured Party to the Debtor on any of the 
Indebtedness. The amount of all such costs and expenses shall be added to the 
Indebtedness and shall be secured by this Security Agreement; 

13, 	Waiver 

To the fullest extent permitted by law, the Debtor waives all of the rights, benefits and 
protections given by the provisions of any existing or future law which imposes limitations upon 
the powers, rights or remedies of a secured party or upon the methods of realization of security, 
including any seize or sue or anti-deficiency statute or any similar provisions of any other law. 

14. 	Security in Addition 

This Security Agreement and the security afforded by it is in addition to and not in substitution 
for any other security now or hereafter held by the Secured Party and is intended to be a 
continuing security agreement and shall remain in full force and effect until released in writing 
by the Secured Party. The Secured Party shall have no obligation to provide such release unless 
and until the full amount of the Indebtedness has been paid in full. 

(00129809.21 



15, 	Severance 

Tf any prevision of this Security Agreement it held invalid, in Whole or in part, by any court of 
oomj:letent jurisdiction, the remaining terms and ko4SiOns of this Sbeutity Agreement shell 
remain in tali force and effect and this Seoul* Agreemozitahall l e extfcirced to the fullest extent 
permitted by law. 

16. 	Successor Interests 

This Smutty Agreement shall enure to the benefit oP and be binding on the parties hereto and 
their respective hairs, executors, administrators, saccessors and assigns. 

17, Applicable Law 

This Security Agreement and Related Doeuments shall be governed. by the laws of the Province 
of Alberta and -the federal laws'of Canada applicable therein. 

18, Termination 

This Security Agreement shall remain In fall force and 'effect until the Indebtedness has been 
paid and written notice of discharge by the Secured Party is received by the Debtor, 

19. 	Ae)mapflecigmenfl of Debtor 

The Debtor hereby acknowledges receipt of a copy of this Security Agreement and -waives all 
rights to receive from the Scoured Party a copy of any financing statement, financing change 
statement, or verification statement, fded or issued at any time in respect of this Security 
Agreement. 

IN VVITNESS womoop, the Debtor has executed this Security Agreement effective as of the data 
first written above. 
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SCHEDULE "A" 

LINC Short Legal Description Nature of Interest 

0013 573 861 4;28;19;26;NE Working interest 

0013 570 438 4;28;19;35;SE Working interest 

0015 203 672 7520523 ;OT Working interest 



















































































































THIS IS EXHIBIT "7" REFERRED TO IN 
THE AFFIDAVIT OF PRADEEP KUMAR 

SWORN BEFORE ME THIS 15 TH  DAY OF 
AUGUST, 2018. 

A Notary Public in and for the State of 
California 
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