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PARTY FILING THIS

AFFIDAVIT OF JEFF BOWLING

I, Jeff Bowling, of the Cfty of Calgary, in the Province of Alberta, Banker, MAKE OATH AND
SAY AS FOLLOWS: '

Background

1: I 'am the Assistant Vice President and Deputy Manager of Canadian Western Bank (“CWB”) and
am presently involved in the administration of the accounts of the Defendant, Whitemud
Resources Inc. (“Whitemud”). As such, I have personal knowledge of the matters and facts
hereinafter deposed to, except where stated to be based on information and belief, and where so

stated, I verily believe the same to be true.

2. | The Plaintiff, CWB, is a bank authorized to carry on business in the Province of Alberta with
* branches located in the City of Calgary.



The Defendant, Whitemud, is a corporation duly registered pursuant to the laws of the Province
of Alberta.

Pursuant to a series of Commitment Letters, the most recent of which is dated July 23, 2009,

CWB extended credit facilities to Whitemud which included, inter alia, as amended pursuant to a
letter dated September 14, 2010 (the “Loan Agreement”):

i)

i)

3

inter alia:

i)

a Letter ef Credit / Guarantee facility in the amount of $1,200,000.00 USD in

favour of GE Rail Services;

a Letter of Credit / Guarantee facility m the amount of $50,000.00 CDN in favour .

of the Government of Saskatchewan;

an MBNA Corporate MasterCard facility to a maximum of $15,000.00 (the
“MasterCard Facility”); and

a Revolving Line of Credit with a maximum available limit of $2,000,000.00 (the
“Line of Credit™). -

The Loan Agreement included, inter alia, the following terms: .

that the amounts owed to CWB by Whitemud would bear interest while
outstanding before and after maturity and default at the rates agreed to in the
Loan Agreement; and ’

that Whitemud would pay the costs of CWB including, but not limited to, legal
counsel expense, appraisal fees, cost consultant fees aﬁd reasonable out-of-
pocket expenses incurred by CWB in connection with the preparation and
registration of the Loan Agreement and CWB’s Security and the enforcement of
CWB?’s rights under the Loan Agreement and of CWB’s security.

As security for the above credit facilities, Whitemud granted various security to CWB, including,

a General Security Agreement dated December 11, 2006 providing a first
security interest in all present and after acquired property in Alberta &

Saskatchewan;
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ii) a Fixed and Floating Charge Debenture in the principal amount of $6,500,000.00
dated December 11, 2006 granting inter alia a first fixed-charge of the
Borrower’s interest in the lands and real property and a floating charge and

security interest over the present and future acquired property of the Borrower;
iii) a Supplemental Debenture in the amount of $30,000,000.00 dated April 4, 2008;

iv) an Amended and Restated Instrument of Pledge dated April 4, 2008 with respect
to the Supplemental Debenture.

(collectively the “Security™).
7. It was a term of the Loan Agreement that any amount owing was repayable on demand.

8. Whitemud defaulted on the terms of the Loan Agreement and the Security for, inter alia, failing
to maintain the requisite ratio of Current Assets to Current Liabilities (tﬁe “First Default”).
Consequently, CWB issued a formal demand of repayment on October 1, 2010, along with a
concurrent Notice of Intention to Enforce Security, under the Bankruptcy and Insolvency Act, for
all amounts outstanding pursuant to the Line of Credit and Mastercard Facility in the amount of
$540,000.00.

9. Whitemud subsequently entered into a Forbearance Agreement with CWB dated October 20,
| 2010 (the “Forbearance Agreement”), wheréin, inter alia, CWB agreed to forbear in any
enforcement of the Security. A copy of the Forbearance Agreement is attached hereto and
marked as Exhibit “A”. Whitemud intended to use the forbearance period to obtain takeout
financing from Werklund Capital Corp. (“Werklund™).

10. As part of the Forbearance Agreement, Whitemud also executed a Consent Receivership Order, -
which could be relied ﬁpon following an event of default under the Forbearance Agreement,
which default included: -

1) the failure of Whitemud, pursuant to article 2.01(d) of the Forbearance
Agreement, to provide by 2:00 p.m. on November 30, 2010, written confirmation
from Werklund that Werklund has committed to proceed with the Werklund
Proposal (the “Financing Proposal™) such that the entire amount outstanding to
CWB pursuant to the Line of Credit, the Credit Cards, and this Agreement, shall,
subject only to the approval of the restructuring contemblated by the Financing
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Pfoposal by shareholders and debenture holders of Whitemud (if such approvals
are required), be repaid no later than December 20, 2010;

ii) the requirement that Werklund, pursuant to article 2.01(e) of the Forbearance
Agreement, not advise Whitemud that it did not intend to proceed with the

Financing Proposal prior to November 30, 2010,
(coilcctively the “Werklund Events™).

11. In a November 16, 2010 press release, attached hereto and marked Exhibit “B”, Whitemud
advised that Werklund did not intend to proceed with the Financing Proposal. This constituted a
default under the Forbearance Agreement and, at this time, CWB was entitled under the
Forbearance Agreement to apply for the appointment of a receiver over the assets, undertaking,

and properties of Whitemud..

12. Since November 16, 2010, CWB has continued to forbear from taking enforcement steps against
Whitemud in order to allow Whitemud to pursue various efforts to raise additional capital with

which to repay all of its indebtedness to CWB which, as of November 22, 2010, totals:

Principal Balance Outstanding (absent the MasterCard Facility): $875,000.00
Outstanding Balance on the MasterCard Facility (Nov. 29): $10,053.06

Interest Due from October 1, 2010 to November 1, 2010: $5,383.56
Interest Due from November 1, 2010 to November 22, 2010: $4,962 .48.
Total Due: : $895,399.01.

Plus further interest accruing from November 22, 2010 at the rate agreed to between
CWB and Whitemud plus all costs incurred with respect to the recovery of such sum,
including legal costs on a solicitor and own client, full indemnity basis.

13. Despite CWB’s continued forbearance, Whitemud has not been able to raise sufficient capital to
repay its indebtedness to CWB.

14. Deloitte and Touche Inc. has consented to be appointed as receiver and manager of the assets,

undertakings, and properties of Whitemud.
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14. I make this Affidavit in support of an application by CWB for a receivership order to be made in
respect of the assets, undertakings and properties of Whitemud acquired for, or used in relation to

Whitemud’s business, including all proceeds therefore.

SWORN BEFORE ME at the City of )
Calgary, in the Province of Alberta, )
this 15" day of December, 2010 )
' )

)

)

4

FF BOWLING

ioner for Oaths in and for the
Pravince of Alberta
LAYNE THIESSEN

Barrister & Solicitor
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————

the Afiduvieof

v
THIS AGREEMENT MADE EFFECTIVE THE 20th DAY OF OCTOBER, 2(8bm before me th

BY AND BETWEEN: Day o, )¢
CANADJAN WESTERN BANK é
(“CWB”) N " 2 7
OF THE FIRST PART
- and -
WHITEMUD RESOURCES INC.
(“Whitemud”)
OF THE SECOND PART

FORBEARANCE AGREEMENT

WHEREAS CWB has granted certain loan facilities to Whitemud, which loan facilities are
evidenced by, among other things, a Loan Agreement between Whitemud and CWB dated July 23, 2009,
and which Loan Agreement was subsequently amended from time to time, (the “Loan Agreement”), and
‘which credit facilities include (a) a Revolving Line of Credit, (the “Line of Credit”), evidenced by a
Revolving Credit Agreement. dated August 7, 2009 (the “Revolving Credit Agreement”), (b) MBNA
Corporate Credit Cards (the “Credit Cards™); a Letter of Credit in the amount of $1,200,000 in United
States Dollars in favour of G.E. Rail Services (the G.E. Letter of Credit); and a Letter of Credit in the
amount of $50,000 in favour of the Government of Saskatchewan.

AND WHEREAS in addition to being repayable on demand, the amounts outstanding pursuant
to the Line of Credit and the Credit Cards were repayable in the event of any default of the terms of the
Loan Agreement.

AND WHERAS Whitemud is in default of the terms of the Loan Agreement, for among other
thmgs, failing to maintain the requisite ratio of Current Assets to Current Liabilities. ,

AND WHEREAS CWB holds as security for payment of any amounts outstanding pursuant to
the Line of Credlt and the Credit Cards, the following security (collectively, the “CWB Security’):

(@  aDebenture dated December 11, 2006;

(b)  aGeneral Security Agreement dated December 11, 2006;

(c)  aFirst Supplemental Debenture dated April 4, 2008; and

(d)  an Amended and Restated Instrument of Pledge dated April 4, 2008.

AND WHEREAS CWB demanded payment of all amounts outstanding pursuant to the Line of
Credit and the Credit Cards on October 1, 2010 (the “Demand”), and concurrently issued a Notice of
Intention to Enforce Security ( the “BIA Notice”). '

AND WHEREAS Whitemuci has requested that CWB forbear in enforcement of the CWB

Security (the “Forbearance”) and CWB has agreed to the Forbearance on the terms reflected in this
Agreement.
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AND WHEREAS there is due and owing to CWB by Whitemud as at October 19, 2010, the sum
of $550,000.00 pursuant to the Line of Credit and the sum of $3,851.12 pursuant to the Credit Cards,
together with costs of CWB’s legal counsel on a solicitor and his own client basis, (collectively the
Current Debt™).

AND WHEREAS interest and costs continue to accrue in relation to the Line of Credit, the
Credit Cards, and the enforcement of the obligations of Whitemud pursuant to the Loan Agreement and
the Revolvmg Credit Agreement.

NOW THEREFORE witness that in consideration of the mutual covenants herein contained, the
receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

ARTICLE 1 - ACKNOWLEDGEMENTS

101  The pérties agree that the facts and matters stated in the recitals hereto form part of this
Agreement. '

1.02  The Parties also confirm and acknowledge that:
(@) the terms of the Loan Agreement, the Revolving Credit Agreement, and the CWB
Security are valid, subsisting and enforceable, and continue in full force and effect other

than as amended by this Agreement;

(b) Whitemud is in default of the terms and in performance of their obligations contained in
the Loan Agreement, the Revolving Credit Agreement, and the CWB Security;

© the Demand and BIA Notice were received by Whitemud and are proper and in
compliance with all laws and were sufficient in all respects; and

(@ the Demand remains unsatisfied and the time period before which CWB can realize on
the CWB security in the Demand and BIA Notice has expired.

ARTICLE 2 - TERMS OF FORBEARANCE
2.01  Provided that:

(@)  there occurs no additional default (other than failure to pay interest during the
Forbearance) under any agreement previously entered into by CWB and Whitemud;

) there occurs no breach of any covenant made, or failure to perform any obligation owed,
by Whitemud as contained in this Agreement;

() by 2:00 p.m. on October 27, 2010, Whitemud shall have provided to CWB the following:

() a fully executed copy of the Werklund Cap1tal Corp. (“Werklund”) proposal (the
“Werklund Proposal”), and

(ii) evidence of the payment to Werklund of the $100,000 fee (the “Werklund Fee”)

required by Werklund pursuant to the Werklund Proposal (which fee CWB
agrees may be paid utilizing the Line of Credit);
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(d) by 2:00 p.m. on November 30, 2010, Whitemud shall have provided written confirmation
from Werklund that Werklund has committed to proceed with the Werklund Proposal
such that the entire amount outstanding to CWB pursuant to the Line of Credit, the Credit
Cards, and this Agreement, shall, subject only to the approval of the restructuring
conterplated by the Werklund Proposal by shareholders and debenture holders of
Whitemud (if such approvals are required), be repaid no later than December 20, 2010;

(e) Werklund has not, prior to November 30, 2010, advised Whitemud that it does not intend
- to proceed with the Werklund Proposal;

® on a weekly basis, commencing on October 25, 2010, Whitemud shall have provided
CWB with:

@) a report including an operating statement with a comparison to budget and an
explanation of any variance,

(i) a list of all expected payments to be made to Whitemud from third parties in the
ensuing week and a list of all payments that had béen expected to be received the
prior week but were not received, - :

- (iii)  a list of payables expected to be paid in the ensuing week and a list of all
payables expected to be paid in the prior week but which were not paid and an
explanation as to why such payables were not paid;

(iv)  alist of all payables which would rank in priority to the CWB Security; and
) the status of Werklund’s due diligence;

(2) by 2:00 p.m. on November 30, 2010, the entire amount outstanding to CWB pursuant to
the Line of Credit and the Credit Cards (which shall be the Current Debt, additional
accrued interest, and all additional amounts payable pursuant to this Agreement,
including Legal Fees, the Forbearance Fee and the Renewal Fee, all as defined below,
(collectively the “Payout Amount”), shall bave been paid to CWB;

(each of items (a) through (g) above being a “Requirement”), CWB shall and does hereby extend
to 2:00 p.m. on November 30, 2010, the time for repayment to CWB of the amounts outstanding
pursuant to the Line of Credit, the Credit Cards and any amounts owing pursuant to this
Agreement. Notwithstanding such extension, CWB shall be entitled to enforce any and all of the
‘CWB Security and take such proceedings as CWB may deem fit, should any Requirement not be
met by the time stipulated herein or be breached prior to November 30, 2010.

2.02 If Werklund advises Whitemud tha.t it does not intend to proceed with the Werklund Proposal, or
otherwise refinance Whitemud to allow Whitemud to repay all amounts owing to CWB on or
before November 30, 2010, Whitemud shall immediately advise CWB of same. '

2.03  Whitemud acknowledges and agrees with CWB that the legal costs incurred by CWB in
connection with the Demand, the BIA Notice, and the negotiation and preparation of this
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2.04

2.05

2.06

2.07

2.08

2.09

2.10

4

Agreement, (the “Legal Fees™), in the total amount of $7,000, are reasonable, and shall be paid by
CWB to their solicitors and shall be capitalized and added to the amount outstanding pursuant to
the Line of Credit on the date paid by CWB to its solicitors.

As further consideration for the Forbearance, Whitemud shall pay to CWB a forbearance fee of
$50,000 (the “Forbearance Fee”) and a renewal fee of $18,000 in United States Dollars in relation
to the G.E. Letter of Credit, (the “Renewal Fee”). The parties agree that the Forbearance Fee and
the Renewal Fee are fully eamed as at the date of execution of this Agreement, but shall be
capitalized and added to the amount outstanding pursuant to the Line of Credit on the date of
execution of this Agreement.

For greater certainty, the Legal Fees, the Forbearance Fee and the Renewal Fee shall be payable
on the earlier of:

(@ the date of payment in full of the Payout Amount;
®) November 30, 2010; and

(©) the date a Requirement is breached.

Whitemud acknowledges and agrees that all previous agreements and covenants entered into by it
with CWB remain in full force and effect except to the extent modified by the terms of this
Agreement. ‘

The maximum funds available pursuant to the Line of Credit shall be increased to $950,000 upon
receipt of the executed Werklund proposal. As the Werklund Fee, the Legal Fees, the
Forbearance Fee and the Renewal Fee are all to be paid from, or capitalized to, the Line of credit,
the maximum amount available to Whitemud shall be $775,000.

~ For greater certainty, interest payable on the amounts outstanding pursuant to the Line of Credit

shall remain at 10% per annum.

- In order to give full force and effect to the remedies contained in the paragraphs below,

Whitemud does hereby consent to each of the actions referenced in such paragraphs, and
Whitemud does hereby waive the provision of any further period of notice pursuant to a demand
or the provision of any further Notice of Intention to Enforce Security, and does hereby consent
to the immediate enforcement of the “Consents” as that term is defined below, and to the extent
necessary, hereby irrevocably appoints CWB as their-attorney in fact to execute and deliver any
such waiver of notice as may be required in law or in equity, or any document necessary to give
effect to the Consents.

Whitemud shall forthwith execute and deliver to CWB contemporaneous with execution of this
Agreement, the following documents (collectively called the “Consents”) to be held by CWB ‘s
solicitors, unused until the earlier of the breach of a Requirement and November 30, 2010:

@) an acknowledgment and consent in the form attached as Schedule “1”;

)] a consent Receivership Order in the form attached as Schedule “2; and
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() Directors Resolutions of Whitemud with respect to this Agreement and the Consents as
appropriate, with such solicitors> opinions with respect to corporate capacity and proper
execution of such documents as CWB’s solicitors may reasonably require.

2.11  Whitemud acknowledges and agrees that in the event of:
(a) the breach of a Requirement,

®) should Whitemud make an assignment or a proposal under the Bankruptcy and
Insolvency Act, :

() if a Bankruptcy Order is granted as against Whitemud,

) if Whitemud shall avail itself of the protection of the Companies Creditors Arrangement
Act or similar legislation, .

(e) if any creditor has taken any steps to seize, garnishee, or otherwise realize on any assets
of Whitemud (including the issuance of any requirement to Pay by the Canada Revenue
Agency); :

o on November 30, 2010, if the Payout Amount has not then been paid in full to CWB,

(2) if Werklund has advised Whitemud or CWB that it no longer intends to proceed with the
Werklund Proposal, or otherwise refinance Whitemud to allow Whitemud to repay all
amounts owing to CWB on or before November 30, 2010, or

(h) in the sole discretion of CWB, there has been a material adverse change to the business or
affairs of Whitemud,

CWB shall be at liberty to immediately take any and all proceedings to recover any and all-
amounts owed to CWB by Whitemud in respect of the Loan Agreement, the Line of Credit, the

Credit cards, and any additional amounts owing which have accrued pursuant to this Agreement,

including the Legal Fees, the Forbearance Fee and the Renewal Fee, and CWB may immediately

use the Consents and may rely on and use the acknowledgments, representations, covenants and

all other documents provided by Whitemud pursuant to this Agreement or otherwise, and CWB

will be immediately entitled but not obligated to, in its sole discretion, and without any further

notice to or consent from Whitemud:

@) cancel the Credit Cards;

(i1) pay MBNA the amount owing pursuant to the Credit Cards and add such amount
to the amount owing pursuant to the Line of Credit;

(iii) - terminate the Line of Credit so as to allow no further drawings on the Line of
Credit; : ’

(iv)  appoint a Receiver or Receiver / Manager of Whitemud in accordance with the
Consents or as otherwise permitted by law; or

™) proceed with whatever other remedies may be available to CWB as against
Whitemud under the CWB Security, this Agreement, the Consents or otherwise
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at law or in equity, including, without limitation, the commencement of
foreclosure or other realization proceedings in the province of Saskatchewan in
relation to any assets of Whitemud situate in the province of Saskatchewan.

2.12  Whitemud covenants and agrees that they will execute all such further waivers and do all such
further acts as may be necessary or advisable in order to lift any stay of proceeding or overcome
any other barrier to enforcement by CWB as contemplated in this Agreement, and without
limitation, consents to and agrees to cooperate and assist in all realization proceedings, including
foreclosure proceedings, in Saskatchewan in relation to any assets of Whitemud situate in the
Province of Saskatchewan.

2.13  The time for repayment of all amounts owing to CWB pursuant to the Line of Credit, the Credit
Cards and any amounts owing pursuant to this Agreement, shall be extended from 2:00 p.m. on
November 30, 2010, to 2:00 p.m. on December 20, 2010, if; '

(2) all other terms save and except the payment of the Payout Amount on or before 2:00 p.m.
on November 30, 2010, have been complied with and there has been no other action or
event that has caused or entitled CWB to terminate the forbearance or otherwise entitled

" CWB to proceed with any actions contemplated in article 2.11 herein, whether such
event or action occurs before or after November 30, 2010, and

(b) Whitemud has paid CWB an additional forbearance fee of $25,000 (the “Additional
Forbearance Fee”) before 2:00 p.m. on November 30, 2010.

2.14  If Whitemud wishes to avail itself of the extension contemplated in article 2.13, it shall provide
notice to CWB of its intention to do so no later than 2:00 p.m. on November 30, 2010, and the
Additional Forbearance Fee shall, without more, be fully earned and shall be capitalized and
added to the amount outstanding pursuant to the Line of Credit.

2.15  If the approval (if necessary) of the restructuring contemplated by the Werklund Proposal is not
received by shareholders and debenture holders of Whitemud, Whitemud shall immediately
advise CWB and CWB shall immediately be entitled to proceed with any of the steps or
proceedings contemplated by article 2.11 herein.

2.16  Nothing herein shall preclude the parties from agreeing to an extension of the Forbearance before
or after November 30, 2010, on such terms as the parties may agree.
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ARTICLE 3 - RELEASE OF CWB

3.01  For and in consideration of the Forbearance and other good and valuable consideration the receipt

" and sufficiency of which is hereby acknowledged, Whitemud for itself, its agents, successors,

administrators and assigns, hereby immediately release and forever discharge CWB and its

directors, officers, employees, agents, successors and assigns, of and from all actions, causes of

action, suits, debts, damages, costs, claims and demands of every nature and kind whatsoever,

both at law and in equity, to which they may now or hereafter be entitled, for or by reason of any

matter, cause or thing arising out of or in any way connected with the Loan Agreement, the

Revolvmg Credit Agreement, the CWB Security and the dealings between CWB and Whitemud

in connection therewith, including without limiting the generality of the foregoing, any claims or
defences Whitemud may have in connection with the following:

(a) the enforceability of the CWB Security;

(b) any and all representations, conduct, steps, proceedings taken and other acts done or
made, or not done or not made, relating to the Loan Agreement, the Revolving Credit
Agreement, the CWB Security and the advances by CWB to Whitemud thereunder, and

(©) any realization steps previously and hereafter taken by CWB in connection with the Loan
: and the CWB Security.
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4.01

4.02

4.03

4.04

4.05

4.06

4.07

4.08

4.09

ARTICLE 4 - MISCELLANEOUS
This Agreement shall be construed and enforced in accordance with the laws of Alberta.
Time shall be of the essence in respect of all matters provided for in this Agreement.

Any condonation, excusing, overlooking or waiver by CWB of any default, breach or non-
observance of any of the terms as set forth herein, or in respect of any of the Loan Agreement, the
Revolving Credit Agreement, the Line of Credit, the Credit Cards or the CWB Security shall not
constitute a waiver by CWB of its right under this Agreement, the Loan Agreement, the
Revolving Credit Agreement, the Line of Credit, the Credit Cards or the CWB Security as'the
case may be, in respect of any continuing or subsequent default, breach or non-performance
thereof, 50 as'to defeat in any way the rights of CWB pursuant to this Agreement, the Loan
Agreement, the Revolving Credit Agreement, the Line of Credit, the Credit Cards or the CWB
Security.

The rights conferred upon CWB under this Agreement are not intended to be exclusive of any

*other rights available to CWB, and any such rights shall be cumulative and shall be in addition to

every other right either given hereunder or available to CWB pursuant to the Loan Agreement,
the Revolving Credit Agreement or the CWB Security, now or hereafter existing by law or in
equity or otherwise.

It is understood and agreed that the provisions hereof shall not merge upon the enforcement of
this Agreement or any one or more or the Loan Agreement, the Revolving Credit Agreement or
the CWB Security, including the entry of any judgment or order in favour of CWB.

Whitemud covenants and agrees from time to time, at the request of CWB, to make, do, execute,
and deliver or cause to be made, done, executed and delivered, all such further and other acts,
deeds, documents and assurances of any nature or kind whatsoever, for the better performance of
the terms and conditions of this Agreement. '

The parties hereto acknowledge and agree with one another that they have read this Agreement,
obtained their own independent legal advice concerning the terms thereof, and each has entered
into this Agreement freely and voluntarily without compulsion or pressure or undue influence by
any of the others. .

This Agreement may not be altered or amended in any fashion without such alternations or
amendments being reduced to writing and signed by all of the parties hereto.

Any notice to be given by any of the parties to the others herein shall be in writing, and shall be
sufficiently given if delivered, faxed or e-mailed to the parties at the addresses as follows:

(@  IftoCWB:

(i) 30" Floor, 10303 Jasper Avenue
- Edmonton, Alberta, T5J 3X6
Attention: A. W. Maclnnes
Fax: (780) 423 - 8897
'E-mail: wayne.macinnes@cwbank.com

with a copy to:
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(i1) Borden Ladner Gervais LLP
1900, 520-3 Ave. S.W.
Calgary, Alberta, T2P 0R3
Attention: David Madsen
Fax: 403-266-1395
E-mail: dmadsen@blg.com

®) If to Whitemud:

Carscallen Leitch LLP

1500, 407-2 Ave. S.W.
Calgary, Alberta, T2P 2Y3
Attention: Don Leitch

Fax: 403-262-2952

E-mail: leitch@cllawyers.com

or to such other address or fax number or e-mail address as a party may from time to time direct
in writing. Any such notice shall, if delivered by hand, be deemed to have been given when
delivered, or if transmitted by fax or e-mail be deemed to have been given immediately upon
receipt thereof, if received on a business day, but if received on other than a business day shall he
deemed to have been received on the first business day after actual receipt.

4.10 This Agreement may executed in counterpart.

4.11  This Agreement shall enure to the benefit of and be binding upon the parties hereto, and their

successors and assigns.
SIGNED, SEALED AND DELIVERED In the CANADIAN WESTERN BANK
presence of: .
Per:
Per:
SIGNED, SEALED AND DELIVERED In the WHITE RESO CES INC.
presence of:

Per: W‘
v

< T

S R S
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(ii) Borden Ladner Gervais LLP
1900, 520-3 Ave. S.W.
Calgary, Alberta, T2P 0R3.
Attention: David Madsen
Fax: 403-266-1395
E-mail: dmadsen@blg.com

(b)  Ifto Whitemud:

Carscallen Leitch LLP

1500, 407-2™ Ave. S.W.
Calgary, Alberta, T2P 2Y3
Attention: Don Leitch

Fax: 403-262-2952
E-mail: leitch@cllawyers.com

or to such other address or fax number or e-mail address as a party may from time to time direct
in writing. Any such notice shall, if .delivered by hand, be deemed to have been given when
delivered, or if transmitted by fax or e-mail be deemed to have been given immediately upon
receipt thereof, if received on a business day, but if received on other than a business day shall he
deemed to have been received on the first business day after actual receipt.

~4.10  This Agreement may executed in counterpart.

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

SIGNED, SEALED AND DELIVERED In the CANADIAN WESTERN BANK
>’

presence of: ) M

uu\ ey '\(3 bedn : eff Bowling

Assistant Vice President & DeputyManager

re VAL 2

MANAGRR | tommeraa  BANLNb

Gres fegk a0 Tenagsr) R~ Cslole Lanoin

SIGNED, SEALED AND DELIVERED In the WHITEMUD RESOURCES INC.
presence of: ‘ :

Per:

Per:
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AFFIDAVIT OF EXECUTION

CANADA ) L é;@.q 6. /ee,/é @S ,ofthe
Province of Alberta TO WIT: )  City of Calgary in the
Province of Alberta,
MAKE OATH AND SAY THAT:
1. I was personally present and did see _Ig‘P £ Low //u)o; and //7/¢c e//c. named

in the within instrument who are personally known to me to be the persons named therein, duly
sign and execute the same for the purpose named therein.

2. The same was executed before me at the City of Calgary, in the Province of Alberta, and I am the
subscribing witness thereto.

3. I know the said :éf‘ﬁ Lo gzlmg and gz‘:ge,éc E& sn_and they are in my belief of

SWORN BEFORE ME at v )
Calgary, in the Province of Alberta the 26 )
day of October, 2010

A CommisSiorief for Oaths in and for the
Province of Alberta

the full age of eighteen (18) years.

A Commissioner for Oaths in and
For the Province of Alberta
William Lee |
My Appoiuiznent Expires April 23, 20 /1
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AFFIDAVIT OF EXECUTION
CANADA ' ) L_Lfen Lreckas , of the
Province of Alberta TO WIT: )  City of Calgary in the
: Province of Alberta,
MAKE OATH AND SAY THAT:

2. I was personally present and did see /¢ and ZZ/gée/A £ /zhgg named
in the within instrument who are personally known to me to be the persons named therein, duly
sign and execute the same for the purpose named therein.

2. The same was executed before me at the City of Calgary, in the Province of Alberta, and I am the
subscribing witness thereto.

3. I know the saidﬁ&&)/mo, and m,@[e//z A qn, and they are in my belief of
the full age of eighteen (18) years. - 4

SWORN BEFORE ME at . )
Calgary, in the Province of Albertathe 26 )
day of October, 2010

A CommissioneM$or Oaths in and for the

Province of Alberta

A Commissioner for Oaths in and
For the Province of Alberta
William Lee

My Appoiuizent Expires April 23, 20 /.2
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AFFIDAVIT OF EXECUTION ,
CANADA ) 1, _Sean MAaguad , of the
Province of Alberta TO WIT: ) City of Calgary in the
‘ Province of Alberta,
MAKE OATH AND SAY THAT:
2. I'was personally present and did see BURL AYto(‘.lL and \[EL\.Y %A%m\w\( named

in the within instrument who are personally known to me to be the persons named therein, duly
sign and execute the same for the purpose named therein.

2. The same was executed before me at the City of Calgary, in the Province of Alberta, and I am the
subscribing witness thereto.

3. I know the said %URL Aveowx and K‘@.\.‘/ BA&RC&\)K and they are in my belief of
the full age of eighteen (18) years.

SWORN BEFORE ME at the Ci \\, £ )
Calgary, in the Province of Alberta the ZS™ )

day of October, 2010 _ 'v
ommlssmner for Oaths in and for the @ W
Provmce of Alberta

JILLIAN F. ACTON
Commissioner for Oaths in and for
- the Province of Alberta
Commission expires at the will of the
Lieutenant-Governor of Alberta
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SCHEDULE “1”

ACKNOWLEDGEMENT AND CONSENT

TO: CANADIAN WESTERN BANK (“CWB”)

(a)

®)
©

@
(e

®

Whitemud has received a demand for payment demanding that Whitemud make payment
to CWB of certain obligations owed by Whitemud to CWB pursuant to a Line of credit
and certain credit cards, (the “Debt”) but at their request CWB has agreed, pursuant to a
Forbearance Agreement dated October 20, 2010, to forbear from enforcing the Security
referenced below;

The Debt as at October 19, 2010 was $553,851.12 plus interest thereafter and Costs;

Debt is secured by:

@) A Debenture dated December 11, 2006;

(iD) A General Security Agreement dated December 11, 2006;

(i) A First Supplemental Debenture dated April 4, 2008; and

(iv)  An Amended and Restated Instrument of Pledge dated April 4, 2008.

(the “Security™); |

Whitemud hereby waives the necessity of any further demand for payment;

Whitemud is in default of payment of the Debt and is unable to comply with CWB’s

demand for payment, and Whitemud waives any and all entitlement to receive further
time to pay the Debt and acknowledges and agrees that Whitemud has been provided a

_ reasonable time within which to pay;

CWB is presently entitled to enforce the Security and any other securities held by it.
Whitemud hereby consents to CWB appointing a Receiver/Manager of the assets,
business and undertaking of Whitemud, to exercise the powers and authorities to be
vested in a Receiver/Manager pursuant to the terms of the Security or otherwise at law,
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and in the alternative to the exercise of such other remedies as CWB may be entitled at law or in

equity.

290
DATED at Calgary, Alberta, this 7 & day of October , 2999/’7\% .

SIGNED, SEALED AND DELIVERED In the
presence of:

ws AW&‘)‘) fo bota

<O -
e, Bl Ealele Leod

SIGNED, SEALED AND DELIVERED In the
presence of:

CANADIAN WESTERN BANK

Per: M

Jeff Bowlin

A g
Assistant Vice Prasidenl & BeputyManager

Per: \\A\@\ -

\} A
N\k«u;é&az oM e S ci BAN windla

WHITEMUD RESOURCES INC.

Per:

Per:
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13
and in the alternative to the exercise of such other remedies as CWB may be entitled at law or in
equity.
DATED at Calgary, Alberta, this day of October , 2009.

SIGNED, SEALED AND DELIVERED In the CANADIAN WESTERN BANK

presence of:
Per:
Per:

SIGNED, SEALED AND DELIVERED In the WHITEMUD ES INC.
presence of:

V4

SO o>

Srd A AT —
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AFFIDAVIT OF EXECUTION

CANADA ) L Seat MALacaan ,of the
Province of Alberta TO WIT: ) City of Calgary in the
Province of Alberta,
MAKE OATH AND SAY THAT
3. I was personally present and did see %URL Avcock and \Z&w %A&CHUK named

in the within instrument who are personally known to me to be the persons named therein, duly
sign and execute the same for the purpose named therein.

2. The same was executed before me at the City of Calgary, in the Province of Alberta, and I am the
subscribing witness thereto.

3. I know the said %\)K\_ Avcocy and \(Eu:l @I\%\L\-\U\/\ and they are in my belief of
the full age of eighteen (18) years.

SWORN BEFORE ME at the Gily o )
Calgary, in the Province of Alberta the 25™ )
day of October, 2010

é%ﬁssmncr for Oaths in and for the % ) MW

Provmce of Alberta

JILLIAN F. ACTON
Commissioner for Oaths in and for
the Province of Alberta
Commission expires at the will of the
Lieutenant=Governor of Albarta
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AFFIDAVIT OF EXECUTION

CANADA ) 1, fee bleckas , of the
Province of Alberta TO WIT: ) City of Calgary in the

Province of Alberta,

MAKE OATH AND SAY THAT:

4. I was personally present and did see Je/L &wﬂ,\g and/ﬂgjc//g ,Cé/_pm named
in the within instrument who are personally known to me to be the persons named therein, duly
sign and execute the same for the purpose named therein.

2. The same was executed before me at the City of Calgary, in the Province of Alberta, and I am the
subscribing witness thereto. '

3. I know the said SPLL Lok ‘!///lé and pyc fe fo /-'_/m‘a and they are in my belief of
the full age of eighteen (18) years.

SWORN BEFORE ME at )
)

Calgary, in the Province of Alberta the 26
day of October, 2010

A Commissioner fo¥ Oaths in and for the
Province of Alberta

A Commissioner for Oaths in and
For the Province, of Alberta
William Lee
My Appoiai-eent Expires April 23,20 /2
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AFFIDAVIT OF EXECUTION

CANADA _ y L e & fechas _, of the
Province of Alberta TO WIT: ) City of Calgary in the

Province of Alberta,

MAKE OATH AND SAY THAT:

3. I was pérsonally present and did see =ff Bocd//‘d S and £ cj eéé F/gwgz named
in the within instrument who are personally known to me to be the persons named therein, duly
sign and execute the same for the purpose named therein.

2. The same was executed before me at the City of Calgary, in the Province of Alberta, and I am the
subscribing witness thereto.
3. Iknow the saidJefl Boculine  d Mo helle [Sfyun _and they are in my belief of

the full age of eighteen (18) years.

SWORN BEFORE ME at )
Calgary, in the Province of Albertathe 224 )

day of October, 2010 W
A Commissioner for Oaths in and for the = / =
Province of Alberta _ '
A Commissioner for Oaths in and
For the Province, of Alberta
William Lee
My Appoiuz«ant Expires April 23, 20 [&
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SCHEDULE «2”

Action No.

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

BETWEEN:
CANADIAN WESTERN BANK
| Plaintiff
-and -
WHITEMUD RESOURCES INC.
Defendant
BEFORE THE HONOURABLE ) AT THE COURT HOUSE, AT CALGARY
JUSTICE ) ALBERTA ON THE DAY OF
IN CHAMBERS ; ,2010.
)

CONSNET ORDER APPOINTING RECEIVER AND MANAGER

UPON the application of the Plaintiff, Canadian Western Bank (the “Bank™”) in respect
of Whitemud Resources Inc. (the “Debtor”); AND UPON reading the consent of Deloitte &
Touche Inc. (“Deloitte”) to act as receiver and manager of the Debtor, AND UPON hearing
counsel for the Bank; AND UPON noting the consent of the Debtor:

IT IS HEREBY ORDERED AND DECLARED THAT:

SERVICE

1. The time for service of the notice of motion and supporting materials for this order is
hereby abridged service thereof is deemed good and sufficient.

APPOINTMENT

2. Pursuant to Part X1 of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3 (“BIA”),
section 13(2) of the Judicature Act, R.S.A. 2000, and 65(7) of the Personal Property
Security Act, R.S.A. 2000, c.P-7, Deloitte (the “Receiver”) is hereby appointed Receiver
and Manager, without security, of all of the assets, undertakings and properties of the
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Debtor acquired for, or used in relation to the Debtor’ respective businesses, including all
proceeds thereof (the “Property™).

RECEIVER'S POWERS

3. The Receiver is hereby empowered and authorized, but not obligated, to act at once in
respect of the Property and, without in any way limiting the generality of the foregomg,
the Receiver is hereby expressly empowered and authorized to do any of the following
where the Receiver considers it necessary or desirable:

(a)

®)

©

@

O]

®

(®
(h)

0)

to take possession and control of the Property and any and all proceeds, receipts
and disbursements arising out of or from the Property;

to receive, preserve, protect and maintain control of the Property, or any part or
parts thereof, including, but not limited to, the changing of locks and security
codes, the relocating of Property to safeguard it, the engaging of independent
security personnel, the taking of physical inventories and the placement of such

insurance coverage as may be necessary or desirable;

to manage, operate and carry on the business of the Debtor, including the powers
to enter into any agreements, incur any obligations in the ordinary course of
business, cease to carry on all or any part other business, or cease to perform any
contracts of the Debtor;

to engage consultants, appraisers, agenfs, experts, ‘auditors, accountants,
managers, counsel and such other persons from time to time and on whatever
basis, including on a temporary basis, to assist with the exercise of the powers and
duties conferred by this Order;

to purchase or lease machinery, equipment, inventories, supplies, premises or
other assets to continue the business of the Debtor or any part or parts thereof;

to receive and collect all monies and accounts now owed or hereafter owing to the
Debtor and to exercise all remedies of the Debtor in collecting such monies,
including, without limitation, to enforce any security held by the Debtor;

to settle, extend or compromise any indebtedness owing to or by the Debtor;

to execute, assign, issue and endorse documents of whatever nature in respect of
any of the Property, whether in the Receiver's name or in the name and on behalf
of the Debtor, for any purpose pursuant to this Order;

to undertake environmental or workers' health and safety assessments of the
Property and operations of the Debtor;

to initiate, prosecute and continue the prosecution of any and all proceedings and
to defend all proceedings now pending or hereafter instituted with respect to the
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)

)

(m)

()

©

®

@

®

Debtor, the Property or the Receiver, and to settle or compromise any such
proceedings. The authority hereby conveyed shall extend to such appeals or
applications for judicial review in respect of any order or judgment pronounced in
any such proceeding, and provided further that nothing in this Order shall
authorize the Receiver to defend or seftle the action in which this Order is made
unless otherwise directed by this Court.

to market any or all the Property, including advertising and soliciting offers in
respect of the Property or any part or parts thereof and negotiating such terms and
conditions of sale as the Receiver in its discretion may deem appropriate.

to sell, convey, transfer, lease or assign the Property or any part or parts thereof
out of the ordinary course of business,

) without the approval of this Court in respect of any transaction not
exceeding $50,000.00, provided that the aggregate consideration for all
such transactions does not exceed $150,000.00; and

(i)  with the approval of this Court in respect of any transaction in which the
purchase price or the aggregate purchase price exceeds the applicable
amount set out in the preceding clause, and in each such case notice under
subsection 60(8) of the Personal Property Security Act, R.S.A. 2000, c. P-
7 shall not be required.

to apply for any vesting order or other orders necessary to convey the Property or
any part or parts thereof to a purchaser or purchasers thereof, free and clear of any
liens or encumbrances affecting such Property;

to report to, meet with and discuss with such affected Persons (as defined below)
as the Receiver deems appropriate all matters relating to the Property and the
receivership, and to share information, subject to such terms as to confidentiality
as the Receiver deems advisable; '

to register a copy of this Order and any other Orders in respect of the Property
against title to any of the Property; '

to apply for any permits, licences, approvals or permissions as may be required by
any governmental authority and any renewals thereof for and on behalf of and, if
thought desirable by the Receiver, in the name of the Debtor;

to enter into agreements with any trustee in bankruptcy appointed in respect of the
Debtor, including, without limiting the generality of the foregoing, the ability to
enter into occupation agreements for any property owned or leased by the Debtor;

to exercise any shareholder, partnership, joint venture or other rights which the
Debtor may have; and
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(s) to take any steps reasonably incidental to the exercise of these powers;

and in each case where the Receiver takes any such actions or steps, it shall be exclusively
authorized and empowered to do so, to the exclusion of ail other Persons (as defined below),
including the Debtor, and without interference from any other Person.

- DUTYTO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

4. (i) The Debtor, (ii) all of their current and former directors, officers, employees, agents,
accountants, legal counsel and shareholders, and all other persons acting .on its
instructions or behalf, and (iii) all other individuals, firms, corporations, governmental
bodies or agencies, or other entities having notice of this Order (all of the foregoing,
collectively, being “Persons” and each being a “Person”) shall forthwith advise the
Receiver of the existence of any Property in such Person's possession or control, shall
grant immediate and continued access to the Property to the Receiver, and shall deliver
all such Property (excluding Property subject to liens the validity of which is dependant
on maintaining possession) to the Receiver upon the Receiver's request. '

5. All Persons shall forthwith advise the Receiver of the existence of any books, documents,
securities, contracts, orders, corporate and accounting records, and any other papers,
records and information of any kind related to the business or affairs of the Debtor, and
any computer programs, computer tapes, computer disks, or other data storage media
containing any such information (the foregoing, collectively, the “Records”) in that
Person's possession or control, and shall provide to the Receiver or permit the Receiver to
make, retain and take away copies thereof and grant to the Receiver unfettered access to
and use of accounting, computer, software and physical facilities relating thereto,
provided however that nothing in this paragraph 5 or in paragraph 6 of this Order shall
require the delivery of Records, or the granting of access to Records, which may not be
disclosed or provided to the Receiver due to the privilege attaching to solicitor-client
communication or documents prepared in contemplation of litigation or due to statutory
provisions prohibiting such disclosure. '

6. If any Records are stored or otherwise contained on a computer or other electronic system
of information storage, whether by independent service provider or otherwise, all Persons
in possession or control of such Records shall forthwith give unfettered access to the
Receiver for the purpose of allowing the Receiver to recover and fully copy all of the
information contained therein whether by way of printing the information onto paper or
making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or
destroy any Records without the prior written consent of the Receiver. Further, for the
purposes of this paragraph, all Persons shall provide the Receiver with all such assistance
in gaining immediate access to the information in the Records as the Receiver may in its
discretion require including providing the Receiver with instructions on the use of any
computer or other system and providing the Receiver with any and all access codes,
account names and account numbers that may be required to gain access to the
information.
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NO PROCEEDINGS AGAINST THE RECEIVER

7.

No proceeding or enforcement process in any court or tribunal (each, a “Proceeding”),
shall be commenced or continued against the Receiver except with the written consent of
the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTORS OR THE PROPERTY

8.

No Proceeding against or in respect of the Debtor or the Property shall be commenced or
continued except with the written consent of the Receiver or with leave of this Court and
any and all Proceedings currently under way against or in respect of the Debtor or the
Property are hereby stayed and suspended pending further Order of this Court, provided,
however, that nothing in this Order shall prevent any Person from commencing a
proceeding regarding a claim that might otherwise become barred by statute or an
existing agreement if such proceeding is not commenced before the expiration of the stay
provided by this paragraph 8. '

NO EXERCISE OF RIGHTS OF REMEDIES

9.

All rights and remedies (including, without limitation, set-off rights) against the Debtor,
the Receiver, or affecting the Property, are hereby stayed and suspended except with the
written consent of the Receiver or leave of this Court, provided however that nothing in
this paragraph shall (i) empower the Receiver or the Debtor to carry on any business
which the Debtor is not lawfully entitled to carry on, (ii) exempt the Receiver or the
Debtor from compliance with statutory or regulatory provisions relating to health, safety
or the environment, (iii) prevent the filing of any registration to preserve or perfect a
security interest, or (iv) prevent the registration of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER

10.

No Person shall discontinue, fail to honour, alter, interfere with, repudiate, terminate or
cease to perform any right, renewal right, contract, agreement, licence or permit in favour
of or held by the Debtor, without written consent of the Receiver or leave of this Court.
Nothing in this Order shall prohibit any party to an “eligible financial contract” (as
defined in section 11.1(1) of the Companies’ Creditors Arrangement Act) with the Debtor
from terminating such contract or exercising any rights of set-off, in accordance with its
terms.

CONTINUATION OF SERVICES

11.

All Persons having oral or written agreements with the Debtor or statutory or regulatory
mandates for the supply of goods and/or services, including without limitation, all
computer software, communication and other data services, centralized banking services,
payroll services, insurance, transportation services, utility or other services to the Debtor
are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required
by the Receiver, and this Court directs that the Receiver shall be entitled to the continued
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use of the Debtor' current telephone numbers, facsimile numbers, internet addresses and
domain names, provided in each case that the normal prices or charges for all such goods
or services received after the date of this Order are paid by the Receiver in accordance
with normal payment practices of the Debtor or such other practices as may be agreed
upon by the supplier or service provider and the Receiver, or as may be ordered by this
Court.

RECEIVER TO HOLD FUNDS

12. All funds, monies, cheques, instruments, and other forms of payments received or
collected by the Receiver from and after the making of this Order from any source
whatsoever, including without limitation the sale of all or any of the Property and the
collection of any accounts receivable in whole or in part, whether in existence on the date
of this Order or hereafter coming into existence, shall be deposited into one or more new
accounts to be opened by the Receiver (the “Post Receivership. Accounts™) and the
monies standing to the credit of such Post Receivership Accounts from time to time, net
of any disbursements provided for herein, shall be held by the Receiver to be paid in

. accordance with the terms of this Order or any further order of this Court.

EMPLOYEES

13.  Subject to employees’ rights to terminate their employment, all employees of the Debtor

' shall remain the employees of the Debtor until such time as the Receiver, on the Debtor'
behalf, may terminate the employment of such employees. The Receiver shall not be
liable for any employee—related liabilities, including wages, severance pay, termination
pay, vacation pay, and pens1on or benefit amounts, other than such amounts as the
Receiver may specifically agree in writing to pay, or such amounts as may be determined
in a Proceeding before a court or tribunal of competent jurisdiction.

14.  Pursuant to clause 7(3)(c) of the Personal Information Protection and Electronic
Documents Act, S.C. 2000, c. 5, the Receiver shall disclose personal information of
identifiable individuals to prospective purchasers or bidders for the Property and to their
advisors, but only to the extent desirable or required to negotiate and attempt to complete
one or more sales of the Property (each, a “Sale). Each prospective purchaser or bidder
to whom such personal information is disclosed shall maintain and protect the privacy of
such information and limit the use of such information to its evaluation of the Sale, and if
it does not complete a Sale, shall return all such information to the Receiver, or in the
alternative destroy all such information. The purchaser of any Property shall be entitled
‘to continue to use the personal information provided to it, and related to the Property
purchased, in a manner which is in all material respects identical to the prior use of such
information by the Debtor, and shall return all other personal information to the Receiver,
or ensure that all other personal information is destroyed.
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LIMITATION ON ENVIRONMENTAL LIABILITIES

15. (a) Notwithstanding anything in any federal or provincial law, the Receiver is not
personally liable in that position for any environmental condition that arose or
environmental damage that occurred:

6] before the Receiver's appointment; or

(i)  after the Receiver's appointment unless it is established that the condition
arose or the damage occurred as a result of the Receiver's gross negligence
or wilful misconduct.

(b)  Nothing in sub-paragraph (a) exempts a Receiver from any duty to report or make
disclosure imposed by a law referred to in that sub-paragraph.

(c)  Notwithstanding anything in any federal or provincial law, but subject to sub-
paragraph (a) hereof, where an order is made which has the effect of requiring the
Receiver to remedy any environmental condition or environmental damage
affecting the Property, the Receiver is not personally liable for failure to comply
with the order, and is not personally liable for any costs that are or would be
incurred by any person in carrying out the terms of the order,

6] if, within such time as is specified in the order, within 10 days after the
order is made if no time is so specified, within 10 days after the
appointment of the Receiver, if the order is in effect when the Receiver is
appointed, or during the period of the stay referred to in clause (ii)(ii)
below, the Receiver:

A. complies with the order, or

B. on notice to the person who issued the order, abandons, disposes of
or otherwise releases any interest in any real property affected by
the condition or damage;

(ii)  during the period of a stay of the order granted, on application made
- within the time specified in the order referred to in clause (i) above, within
10 days after the order is made or within 10 days after the appointment of

the Receiver, if the order is in effect when the Receiver is appointed, by,

A. the court or body having jurisdiction under the law pursuant to
which the order was made to enable the Receiver to contest the
order; or

. B.  the court having jurisdiction in bankruptcy for the purposes of
assessing the economic viability of complying with the order; or
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(iii)  if the Receiver had, before the order was made, abandoned or renounced
or been divested of any interest in any real property affected by the
condition or damage. '

Nothing in this Order shall derogate from the protection afforded to the Receiver by
Section 14.06 of the BIA or any other applicable legislation.

RECEIVER'S ACCOUNTS

16.  The Receiver and counsel to the Receiver shall be paid their reasonable fees and
disbursements, in each case at their standard rates and charges, and the Receiver and
counsel to the Receiver shall be entitled to and are hereby granted a charge (the
“Receiver’s Charge™) on the Property up to a maximum of $300,000, as security for such
fees and disbursements, both before and after the making of this Order in respect of these
proceedings, and the Receiver’s Charge shall form a first charge on the Property in ..
priority to all security interests, trusts, liens, charges, and encumbrances, statutory or
otherwise, in favour of any Person, but subject to sections 14.06(7), 81.4(4), and 81.6(2)
of the BIA. ' '

17.  The Receiver and its legal counsel shall pass their accounts from time to time.

18.  Prior to the passing of its accounts, the Receiver shall be at liberty from time to time to
apply reasonable amounts, out of the monies in its hands, against its fees and
disbursements, including the legal fees and disbursements, incurred at the normal rates
and charges of the Receiver or its counsel, and such amounts shall constitute advances
against its remuneration and disbursements when and as approved by this Court.

FUNDING OF THE RECEIVERSHIP

19.  The Receiver be at liberty and it is hereby empowered to borrow by way of a revolving
credit or otherwise, such monies from time to time as it may consider necessary or
desirable, provided that the outstanding principal amount does not exceed $1,000,000 (or
such greater amount as this Court may by further Order authorize) at any time, at such
rate or rates of interest as it deems advisable for such period or periods of time as it may
arrange, for the purpose of funding the exercise of the powers and duties conferred upon
the Receiver by this Order, including interim expenditures. The whole of the Property
shall be and is hereby charged by way of a fixed and specific charge (the “Receiver's

" Borrowings Charge™) as security for the payment of the monies borrowed, together with

interest and charges thereon, in priority to all security interests, trusts, liens, charges and

encumbrances, statutory or otherwise, in favour of any Person, but subordinate in priority
to the Receiver's Charge.

20. Neither the Receiver's Borrowings Charge nor any other security granted by the Receiver

in connection with its borrowings under this Order shall be enforced without leave of this
Court. '

C\DOCUME~1\Gm\LOCALS~1\Temp\MetaTemp\CAIL01-819833-v11-Forbearance_Agreement.DOC



21.

22.

The Receiver is at liberty and authorized to issue certificates substantially in the form
annexed as Schedule “A” hereto (the “Receiver's Certificates™) for any amount borrowed
by it pursuant to this Order.

The monies from time to time borrowed by the Receiver pursuant to this Order or any
further order of this Court and any and all Receiver's Certificates evidencing the same or
any part thereof shall rank on a pari passu basis, unless otherwise agreed to by the
holders of any prior issued Receiver's Certificates.

ALLOCATION

23.

Any interested party may apply to this Court on notice to any other party likely to be
affected, for an order allocating the Receiver’s Charge and Receiver’s Bormrowings
Charge amongst the various assets comprising the Property.

GENERAL

24.
25.

26.

21.

- 28.

The Receiver may from time to time apply to this Court for advice and directions in the
discharge of its powers and duties hereunder.

Nothing in this Order shall prevent the Receiver from acting as a trustee in bankruptcy of
the Debtor.

This Court hereby requests the aid and recognition of any court, tribunal, regulatory or
administrative body having jurisdiction in Canada or in the United States to give effect to -
this Order and to assist the Receiver and its agents in carrying out the terms of this Order.
All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Receiver, as an
officer of this Court, as may be necessary or desirable to give effect to this Order or to
assist the Receiver and its agents in carrying out the terms of this Order.

The Receiver be at liberty and is hereby authorized and empowered to apply to any court,
tribunal, regulatory or administrative body, wherever located, for the recognition of this
Order and for assistance in carrying out the terms of this Order.

The Plaintiff shall have its costs of this motion, up to and including entry and service of
this Order, provided for by the terms of the Plaintiff's security or, if not so provided by
the Plaintiff's security, then on a substantial indemnity basis to be paid by the Receiver
from the Debtor' estate with such priority and at such time as this Court may determine.

CADOCUME~1\dtm\LOCALS~I\Temp\MetaTemp\CALO1-819833-v11-Forbearance_Agreement DOC



-10-

29.  Any interested party may apply to this Court to vary or amend this Order on not less than
7 days' notice to the Receiver and to any other party likely to be affected by the order
sought or upon such other notice, if any, as this Court may order.

JC.CQBA.

CONSENTED TO this 20" day of October,
2010 by Whitemud Resources Inc. by its duly

authorized ?ﬁcusz .
| 4

Title

BT

Tiﬁe flﬁ/%r { o>

ENTERED this day of
2010.
CLERK OF THE COURT
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AFFIDAVIT OF EXECUTION
CANADA ) L Seae MM cmiad ofthe
Province of Alberta TO WIT: }  City of Calgary in the
Province of Alberta,
MAKE OATH AND SAY THAT:
5. I was personally present and did see gUR\, A\lt,o (S and K!E\.LY BAG\N\)\Qmmed

in the within Consent Order Appointing Receiver and Manager, who are personally known to me
to be the persons named therein, duly sign and execute the same for the purpose named therein.

2. The same was executed before me at the City of Calgary, in the Province of Alberta, and I am the
subscribing witness thereto.

3. I koow the said @\l{l\, A‘t UL and Veyu g&%\u\uﬁ and they are in my belief of
the full age of eighteen (18) years.

SWORN BEFORE ME at the Chy of )
Calgary, in the Province of Alberta the 2S™ )
day of October, 2010

AM_o ot N 77
A Cdmmissioner for Oaths in and for the %g W
Province of Alberta

JILLIAN F. ACTON
Commissioner for Oaths in and for
the Province of Alberta
Commission expires at the will of the
Lieutenant-Geverner of Alberta
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SCHEDULE “A”

RECEIVER CERTIFICATE

CERTIFICATE NO.

AMOUNT $

THIS IS TO CERTIFY that DELOITTE & TOUCHE INC., the receiver and manager
(the “Receiver”) of all of the assets, undertakings and properties of Whitemud Resources
Inc. (“the Debtor”) appointed by Order of the Court of Queen's Bench of Alberta, (the

“Court”) dated the day of , 2010 (the “Order”) made in
action number , has received as such Receiver from the holder of this
certificate (the “Lender”) the principal sum of $ , being part of the total

principal sum of $ which the Receiver is authorized to borrow under
and pursuant to the Order. :

The principal sum evidenced by this certificate is payable on demand by the Lender with

interest thereon calculated and compounded [daily] [monthly not in advance on the

day of each month] after the date hereof at a notional rate per annum equal to the rate of
per cent above the prime commercial lending rate of Bank of _from time

to time.

Such principal sum with interest thereon is, by the terms of the Order, together with the
principal sums and interest thereon of all other certificates issued by the Receiver
pursuant to the Order or to any further order of the Court, a charge upon the whole of the
Property (as defined in the Order), in priority to the security interests of any other person,
but subject to the priority of the charges set out in the Order, and the right of the Receiver
to indemnify itself out of such Property in respect of its remuneration and expenses.

All sums payable in respect of principal and interest under this certificate are payable at
the main office of the Lender at

Until all liability in respect of this certificate has been terminated, no certificates creating
charges ranking or purporting to rank in priority to this certificate shall be issued by the
Receiver to any person other than the holder of this certificate without the prior written
consent of the holder of this certificate. '

The charge securing this certificate shall operate so as to permit the Receiver to deal with
the Property (as defined in the Order) as authorized by the Order and as authorized by
any further or other order of the Court.



7. The Receiver does not undertake, and it is not under any personal liability, to pay any
sum in respect of which it may issue certificates under the terms of the Order.

DATED the

day of

,2010.

DELOITTE & TOUCHE INC.., solely in its
capacity as Receiver of the Property (as
defined in the Order), and not in its personal
capacity :

Per:
Name:
Title:




Action No.: 1001- . 2010

IN THE COURT OF QUEEN’S BENCH
OF ALBERTA

'JUDICIAL DISTRICT OF CALGARY

BETWEEN: .
CANADIAN WESTERN BANK

Plaintiff
- and -

WHITEMUD RESOURCES INC.

Defendant

CONSENT ORDER APPOINTING
RECEIVER AND MANAGER

BORDEN LADNER GERVAIS LLP
Barristers and Solicitors
Centennial Place, East Tower
1900, 520 Third Avenue S.W.
Calgary, Alberta T2P OR3

Attention: DAVID T. MADSEN
Telephone: (403) 232-9612
Fax: (403) 266-1395

File No. 413170-000057
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suspending operations as a result of the withdrawal of - %?2'31'5’35’03?3‘3% ET
financing proposal by the Werklund Capital :

Corporation and the limited cash avallable to the

Company. The employees of the Company have been served notice of termination and
resources required to provide necessary administration and security of the plant will be
obtained on a contract basis. The Board of Directors will focus its attention on finding a
buyer for the Company and/or a source of finance to recapitalize the Company.

Whitemud has significant assets that include:

Mineral leases containing 169.3 million tonnes of measured and indicated mineral resources of kaolin ore,

- including 52.9 million tonnes of proven reserves
A plant designed to produce 175,000 {onnes per year of metakaoiin
A patent for producing metakaolin
Over $80 million in taxtosses
The Company produces Whitemud(MK), a high-reactivity, cement-grade metakaolin that
enhances the performance of cement used in construction and in oil and gas wells. The
value-added performance of the product has been validated by extensive third-party
testing and by its use in a number of large construction projects.

Key projects using Whitemud(MK) include the Bow Tower office bullding in Calgary, a
water treatment plant construction project in southem Califomia, a large power plant
cooling tower project in Massachusetts, in addition to a variety of commercial and
residential projects. Whitemud(MK) Is cumrently being used to enhance cement properties
for cementing oil wells by two large oil well services companies. Metakaalin has also



TITUITITITIT T S syt wiagetivsiiing tnns il Qi SHLUUTag ity WIg USe Ul -
me. “Jlin to help improve concrete quality and assist in reducing construction costs
' w?ﬁ.é minimizing the environmental footprint of projects. Whitemud recently entered into a
U.S. distribution agreement with a leading supplier of performance additives to the
- concrete industry. ‘ ‘ '

More information is available at www.whitemudresources.com

Neither TSX Venture Exchange nor its Regulation Services Provider (as that term Is
defined in policies of the TSX Venture Exchange) accepts responsibility for the adequacy
or accuracy of this release.

* Forward Looking Statement

" This press release may contain forward-looking statements which may Include estimates,
plans, expectations, opinions, forecasts, projections and guidance or other statements that

. are not statements of fact, and guidance or other statements that are not statements of
fact, including without fimiting the generality of the foregoing, statements regarding the
expectations of finding a buyer for the Company and/or a source of finance to recapitalize
the Company. The statements are subject to risks. The Company's forward-looking
statements are expressly qualified in their entirety by this cautionary statement. Unless
otherwise required by applicable securities laws, the Company does not intend nor does it
undertake any obligation to update or review any forward-looking statements to reflect
subsequent information, events, results or circumstances or otherwise.
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