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March 1, 2002

Securities and Exchange Commission
Filing Desk

Judiciary Plaza

450 Fifth Street, N.W.

Washington, D.C. USA 20549

Ladies and Gentlemen:

Re: Enserco Energy Service Company Inc.
(formerly called Bonus Resource Services Corp.) ("Company')
Filing Pursuant to Rule 12g3-2(b) under the Securities Exchange Act
of 1934 (SEC File No. 82-1162)

The Company hereby submits for filing the following materials pursuant to Rule 12g3-2(b)
under the Securities Act of 1934, as amended: ’

L Information which the company has made public pursuant to Canadian federal and provincial

laws.
Name of Document Date Date Filed
(@) Press Release February 26, 2002 February 26, 2002
(b) Material Change Report February 28, 2002 February 28, 2002
II. Information filed by the Company with the Toronto Stock Exchange.

Name of Document Date Date Filed
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111. Information which the Company has distributed to its security holders.

Name of Document

Date Date Mailed

Please acknowledge receipt of these materials by stamping the enclosed copy of this letter
and returning such copy to the undersigned in the envelope enclosed for your convenience. If you
have any questions regarding the enclosures, please do not hesitate to call the undersigned at

(403) 298-0300.
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Yours truly,

EN SERCO/ERGY SERVICE COMPANY INC.
By: , /%ﬁ/

Title: Director W

Date: March 1, 2002




Press Release

NABORS INDUSTRIES ENTERS INTO AGREEMENTS TO ACQUIRE ENSERCO

CALGARY, Alberta — February 26, 2002 - Nabors Industries, Inc. and Enserco Energy Service
Company Inc. jointly announced today that they have entered into an acquisition agreement
pursuant to which Nabors will offer Cdn. $15.50 (plus interest from today to the date of the
completion of the transaction at an annual rate of 6%) for each Enserco common share. Enserco
shareholders will also have the option to elect to receive the equivalent value in shares of a
Canadian subsidiary of Nabors that will be exchangeable for Nabors common stock. The
transaction is proposed to be effected by way of a Plan of Arrangement.

Under the terms of the agreement, the number of shares of the Canadian subsidiarv to be
received for each Enserco common share will take into account the interest component of the
cash offer price and will be determined based on the weighted average trading price of the
Nabors common stock on the American Stock Exchange for the 10 consecutive trading days
ending on the third business day prior to the date of the meeting of Enserco shareholders that will
be held to approve the acquisition. The shares of the Canadian subsidiary of Nabors: (i) will
have the same voting rights, dividend entitlements and other attributes as Nabors common stock,
(i) will be exchangeable, at each sharecholder's option, on a one-for-one basis, into Nabors
common stock. and (iii) subject to compliance with the listing requirements of The Toronto
Stock Exchange, will be listed on the TSE. Those shares will automaucallw be exchanged five
years from closing, and in certain other events.

The number of shares of the Canadian subsidiary of Nabors to be issued for each Enserco
common share, pursuant to the formula described above, will be announced prior to the Enserco

shareholder meeting.

Gene Isenberg, Nabors' Chairman and Chief Executive Officer. commented on the acquisition:
"We are very pleased to be able to increase our position in Canada with such a well regarded
entity. Enserco's assets are relatively new, in excellent condition and well suited for the
increasingly important role that Canada is playing in the North American natural gas supply
picture. Enserco has one of the industry's best safety records, which I firmly believe is the most
direct indication of the quality of an operation, its people and its management.

Nabors' business in Canada spans 50 years and our willingness to invest there has increased for
several reasons. In the last few vyears, many of our kev US customers have substantially
increased their presence in Canada, as it has become even more strategic to the North American
gas supply. Federal and provincial initiatives to reduce corporate tax rates have also increased
Canada's attractiveness as an investment for Nabors."”

The acquisition agreement has been unanimously approved by the Board of Directors of Enserco,
and will require approval by at least 66 2/3% of the Enserco shareholders who vote at the
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meeting to be held for that purpose. The Board of Directors of Enserco has received an opinion
from its financial advisor, Peters & Co. Limited, that the. offer is fair, from a financial point of
view, to the Enserco shareholders. The agreement contains customary non-solicitation
provisions and a termination fee payable by Enserco of Cdn. $17 million under certain
circumstances. Nabors also retains the right to match competitive proposals should they arise.

Nabors has also agreed to acquire from two parties, prior to the completion of the acquisition,
Enserco common shares representing approximately 20.5% of the total number of issued and
outstanding Enserco common shares, subject to certain conditions, for Cdn. $15.50 per Enserco
common share. I[n addition, certain shareholders and optionholders of Enserco who own or
control an aggregate of 3,748,795 Enserco common shares and options to acquire an aggregate of
511,240 Enserco common shares have agreed, subject to the terms and conditions of those
agreements, to vote their Enserco common shares (including Enserco common shares acquired
on the exercise of such options) in favour of the Nabors acquisition.

As a result of the purchase agreements and the lock-up agreements, Nabors may be considered to
have acquired ownership of, or control or direction over, an aggregate of 9,626,907 common
shares of Enserco (inciuding an aggregate of 511,240 common shares of Enserco subject to
options), which Nabors believes constitutes approximately 36% of the outstanding common
shares of Enserco after giving effect to the exercise of the options.

Peters & Co. Limited is acting as financial advisor to Enserco in this transaction.

Before giving effect to this transaction, the Nabors companies own and operate over 500 land
drilling and 740 land workover and well-servicing rigs worldwide, including 52 in Canada.
Offshore, Nabors operates 43 platform rigs, 16 jack-ups, and three barge rigs in the Gulf of
Mexico and international markets. These rigs provide drilling, workover and well-servicing
services. Nabors also operates 30 marine transportation and support vessels in the Gulf of
Mexico. In addition, Nabors manufactures top drives and drilling instrumentation systems and
provides comprehensive oilfield hauling, engineering, civil construction, logistics and facilities
maintenance, and project management services. Nabors participates in most of the significant oil,
gas and geothermal markets in the world.

Enserco is an integrated energy services company providing production and drilling services to
the North American oil and gas industry. Through its subsidiaries, Bonus Well Servicing and
H&R Drilling, Enserco operates 193 Canadian service rigs and 30 drilling rigs, representing one
of the industry's largest and most competitive fleets.

The information above includes forward-looking statements within the meaning of the
Securities Act of 1933 and the Securities Exchange Act of 1934. Such forward-looking
statements are subject to certain risks and uncertainties, as disclosed by Nabors from
time to time in its filings with the Securities and Exchange Commission. As a resuit of
these factors, Nabors' actual results may differ materially from those indicated or
implied by such forward-looking statements.

Nabors Industries, Inc. stock is listed on the American Stock Exchange (NBR). For further
information, please contact Dennis A. Smith, Director of Corporate Development at

v
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(281) 775-8038. To request Investor Materials, call Angela Ridgell at (281) 775-8063. Nabors'
address is 5135 West Greens Road, Suite 1200, Houston, Texas, 77067.

Enserco Energy Service Company Inc. common stock is listed on the Toronto Stock Exchange
(ERC). For further information, please contact Kerklan (Kerk) T. Hilton, Director Investor
Relations and Communications at (403) 781-1242.

(6)
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MATERIAL CHANGE REPORT” '

OF

SO\ 340 7
ENSERCO ENERGY SERVICE COMPANY INCiQ f/

AN
N

This letter is intended to serve as a Material Change Report under Section 85(1) of the Securities
Act (British Columbia), Section 146(1) of the Securities Act (Alberta), Section 75(2) of the
Securities Act (Ontario), Section 73 of the Securities Act (Quebec), the Securities Act
(Manitoba) and Section 84(1)(b) of the Securities Act (1988) (Saskatchewan).

REPORTING ISSUER

The name and address of the Reporting [ssuer 1s:
ENSERCO ENERGY SERVICE COMPANY INC.
3000, 500 - Fourth Avenue, S.W.
Calgary, AB
T2P 2V6

DATE OF MATERIAL CHANGE

February 26, 2002

PRESS RELEASE AND PUBLICATION OF MATERIAL CHANGE

On February 26, 2002, Enserco Energy Service Company Inc. ("Enserco”) and Nabors
Industries, Inc. ("Nabors") issued a joint press release, a copy of which is attached.

SUMMARY OF MATERIAL CHANGE

A, Enserco and Nabors have entered mto an Acquisition Agreement dated February 26,
2002 pursuant to which Nabors will offer to acquire all of the issued and outstanding common
shares of Enserco (including all common shares issuable on the exercise of outstanding options)
for a price of $15.30 Cdn. per Enserco share (plus interest from February 26, 2002 to the date of
closing at 6% per annum) payable, at the election of each Enserco shareholder, in cash or in
shares of a Canadian subsidiary of Nabors, which shares will be exchangeable for Nabors
common shares. The transaction is proposed to be effected by way of a Plan of Arrangement and
is subject to certain conditions being fulfilled including receipt of regulatory approvals. The
Nabors acquisition must also be approved by at least 66 2/3 % of the votes cast by the
shareholders of Enserco, in person or by proxy, at a special meeting of the shareholders of
Enserco. It is anticipated that this transaction will close on or about April 24, 2002.
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B. Nabors has also separately agreed to acquire from two shareholders of Enserco,
common shares representing approximately 20.5% of the issued and outstanding Enserco
common shares. In addition, certain Enserco shareholders and optionholders have entered into
lock-up agreements whereby they agree to vote their Enserco shares in favour of the Nabors
acquisition.

FULL DESCRIPTION OF MATERIAL CHANGE
A. See the press release and the copy of the Acquisition Agreement, attached hereto.

B. Nabors has also separately agreed to acquire from two shareholders of Enserco,
common shares of Enserco representing approximately 20.5% of the issued and outstanding
Enserco common shares (5,366,872 shares) for $15.50 Cdn. cash per Enserco common share,
subject to certain closing conditions and receipt of regulatory approvals. These purchases are
scheduled to close prior to and are not dependent upon, the closing of the Acquisition Agreement
and the completion of the Plan of Arrangement. In addition, certain shareholders and
optionholders of Enserco who own or control an aggregate of 3,748,795 Enserco shares and
options to acquire an aggregate of 311,240 Enserco shares have entered into lock-up agreements
whereby they agree, subject to the terms and conditions of those agreements. to vote their
Enserco shares (including Enserco shares acquired on the exercise of such options) in favour of
the Nabors acquisition. See attached press release for further details.

RELIANCE ON SECTION 146(2) OF THE SECURITIES ACT (ALBERTA), SECTION
75(3) OF THE SECURITIES ACT (ONTARIO) OR SIMILAR PROVISIONS OF THE
OTHER JURISDICTIONS WHERE THIS REPORT IS BEING FILED.

Not applicable.

OMITTED INFORMATION

Not applicable.

SENIOR OFFICERS

The name of a senior officer of the Reporting Issuer who is knowledgeable about the material
change and this Report and who can be contacted by the Commission is:

Kevin Nugent, Vice-President, Finance and Chief Financial Officer at (403) 781-1238.
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STATEMENT OF SENIOR OFFICER

The foregoing accurately discloses the material change referred to herein.

Made at Calgary, Alberta, this 28th day of February, 2002.

Enserco Energy Service Company Inc.

Per:  signed "Kevin Nugent"

Kevin Nugent
Vice-President, Finance

Chief Financiai Officer

IT IS AN OFFENCE UNDER THE SECURITIES ACT AND THE SECURITIES REGULATION
FOR A PERSON OR COMPANY TO MAKE A "STATEMENT IN A DOCUMENT
REQUIRED TO BE FILED OR FURNISHED UNDER THE ACT OR THE REGULATION,
AT THE TIME AND IN THE LIGHT OF THE CIRCUMSTANCES UNDER WHICH IT IS
MADE, IS A MISREPRESENTATION.
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Press Release

NABORS INDUSTRIES ENTERS INTO AGREEMENTS TO ACQUIRE ENSERCO

CALGARY, Alberta — February 26, 2002 — Nabors Industries, Inc. and Enserco Energy Service
Company Inc. jointly announced today that they have entered into an acquisition agreement
pursuant to which Nabors will offer Cdn. $15.50 (plus interest from today to the date of the
completion of the transaction at an annual rate of 6%) for each Enserco common share. Fnserco
shareholders will also have the option to elect to receive the equivalent value in shares of a
Canadian subsidiary of Nabors that will be exchangeable for Nabors common stock. The
transaction is proposed to be effected by way of a Plan of Arrangement.

Under the terms of the agreement, the number of shares of the Canadian subsidiary to be
received for each Enserco common share will take into account the interest component of the
cash offer price and will be determined based on the weighted average trading price of the
Nabors common stock on the American Stock Exchange for the 10 consecutive trading days
ending on the third business day prior to the date of the meeting of Enserco shareholders that will
be held to approve the acquisition. The shares of the Canadian subsidiary of Nabors: (1) will
have the same voting rights, dividend entitlements and other attributes as Nabors common stock,
(ii) will be exchangeable, at each shareholder's option, on a one-for-one basis, into Nabors
common stock, and (iii) subject to compliance with the listing requirements of The Toronto
Stock Exchange, will be listed on the TSE. Those shares will automatically be exchanged five
years from closing, and in certain other events.

The number of shares of the Canadian subsidiary of Nabors to be issued for each Enserco
common share, pursuant to the formuia described above, will be announced prior to the Enserco

shareholder meeting.

Gene Isenberg, Nabors' Chairman and Chief Executive Officer, commented on the acquisition:
"We are very pleased to be able to increase our position in Canada with such a well regarded
entity. Enserco's assets are relatively new, in excellent condition and well suited for the
increasingly important role that Canada is playing in the North American natural gas supply
picture. Enserco has one of the industry's best safety records, which I firmly believe is the most
direct indication of the quality of an operation, its people and its management.

Nabors' business in Canada spans 50 years and our willingness to invest there has increased for
several reasons. In the last few years, many of our key US customers have substantially
increased their presence in Canada, as it has become even more strategic to the North American
gas supply. Federal and provincial initiatives to reduce corporate tax rates have also increased
Canada's attractiveness as an investment for Nabors."

The acquisition agreement has been unanimously approved by the Board of Directors of Enserco,
and will require approval by at least 66 2/3% of the Enserco shareholders who vote at the
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meeting to be held for that purpose. The Board of Directors of Enserco has received an opinion
from its financial advisor, Peters & Co. Limited, that the. offer is fair, from a financial point of
view, to the Enserco shareholders. The agreement contains customary non-solicitation
provisions and a termination fee payable by Enserco of Cdn. S17 million under certain
circumstances. Nabors also retains the right to match competitive proposals should they arise.

Nabors has also agreed to acquire from two parties, prior to the completion of the acquisition,
Enserco common shares representing approximately 20.3% of the total number of issued and
outstanding Enserco common shares. subject to certain conditions, for Cdn. $15.30 per Enserco
common share. In addition, certain shareholders and optionholders of Enserco who own or
control an aggregate of 3,748,795 Enserco common shares and options to acquire an aggregate of
311,240 Enserco common shares have agreed, subject to the terms and conditions of those
agreements, to vote their Enserco common shares (including Enserco common shares acquired
on the exercise of such options) in favour of the Nabors acquisition.

As a result of the purchase agreements and the lock-up agreements, Nabors may be considered to
have acquired ownership of, or control or direction over, an aggregate of 9,626,907 common
shares of Enserco (including an aggregate of 511,240 common shares of Enserco subject to
options), which Nabors believes constitutes approximately 36% of the outstanding common
shares of Enserco after giving effect to the exercise of the options.

Peters & Co. Limited is acting as financial advisor to Enserco in this transaction.

Before giving effect to this transaction, the Nabors companies own and operate over 300 land
drilling and 740 land workover and well-servicing rigs worldwide, including 52 in Canada.
Offshore, Nabors operates 43 platform rigs, 16 jack-ups, and three barge rigs in the Guif of
‘Mexico and international markets. These rigs provide drilling, workover and well-servicing
services. Nabors also operates 30 marine transportation and support vessels in the Gulf of
Mexico. In addition, Nabors manufactures top drives and drilling instrumentation systems and
provides comprehensive oiifield hauling, engineering, civil construction, logistics and facilities
maintenance, and project management services. Nabors participates in most of the significant oil,
gas and geothermal markets in the world.

Enserco is an integrated energy services company providing production and driiling services to
the North American oil and gas industry. Through its subsidiaries, Bonus Well Servicing and
H&R Dirilling, Enserco operates 193 Canadian service rigs and 30 drilling rigs. representing one
of the industry's largest and most competitive fleets.

The information above includes forward-looking statements within the meaning of the
Securities Act of 1933 and the Securities Exchange Act of 1934. Such forward-looking
statements are subject to certain risks and uncertainties, as disclosed by Nabors from
time to time in its filings with the Securities and Exchange Commission. As a result of
these factors, Nabors' actual results may differ materially from those indicated or
implied by such forward-looking statements.

Nabors Industries, Inc. stock is listed on the American Stock Exchange (NBR). For further
information, please contact Dennis A. Smith, Director of Corporate Development at
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(281) 775-8038. To request Investor Materials, call Angela Ridgell at (281) 775-8063. Nabors'
address is 515 West Greens Road, Suite 1200, Houston, Texas, 77067.

Enserco Energy Service Company Inc. common stock is listed on the Toronto Stock Exchange
(ERC). For further information, please contact Kerklan (Kerk) T. Hilton, Director Investor
Relations and Communications at (403) 781-1242.
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ACQUISITION AGREEMENT

BETWEEN:

NABORS INDUSTRIES, INC., a corporation incorporated under
the laws of Delaware,

- and -

ENSERCO ENERGY SERVICE COMPANY INC., a
corporation incorporated under the laws of Canada.
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THIS ACQUISITION AGREEMENT made as of the 25™ day of February, 2002.

BETWEEN:
NABORS INDUSTRIES, INC., a corporation incorporated under
the laws of Delaware,
("Acquiror")
-and -
ENSERCO ENERGY SERVICE COMPANY INC. a
corporation incorporated under the laws of Canada,
(the "Corporation")
RECITALS
WHEREAS:
A. The Acquiror has made a proposal to acquire all of the outstanding Shares (as defined in

Article 1) at a price of S$15.50 per Share, plus interest, (payable, at the election of each
Shareholder (as defined in Article 1) in cash or in exchangeable shares of a Canadian subsidiary
of Acquiror) pursuant to the Plan of Arrangement (as defined in Article 1);

B. The Board of Directors (as cefined in Article 1) has determined that it would be in the
best interests of the Corporation and its Shareholders to recommend acceptance of the
Arrangement (as defined in Article 1) to the Shareholders, to cooperate with Acquiror and to take
all reasonable action to support the Arrangement: and

C. The Board of Directors has determined that it would be In the best interests of the
Corporation and the Shareholders to enter into this Agreement (as defined in Article 1).

NOW THEREFORE IN CONSIDERATION of the mutual covenants set out below,
Acquiror and the Corporation agree as follows:
ARTICLE 1
DEFINITIONS

1.1 Definitions

In this Agreement, unless the context otherwise requires, the following terms have the
meanings specified:

"Acquiror Shares" means shares in the common stock of Acquiror;
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"Acquisition Proposal’ means a proposal or offer by any Person (other than Acquiror or
an affiliate of Acquiror), whether or not subject to conditions and whether or not in
writing, to acquire in any manner, directly or indirectly, beneticial ownership of all or a
material portion of the assets of the Corporation or any Subsidiary of the Corporation or
to acquire in any mamner, directly or indirectly, beneficial ownership of or control or
direction over more than 20% of the outstanding voting shares of the Corporation,
whether by means of an arrangement or amalgamation, a merger, consolidation or other
business combination, a sale of shares or assets, a take-over bid, tender offer or exchange
offer, or any other transaction involving the Corporation or any Subsidiary of the
Corporation, including, without limitation, any single or multi-step transaction or series
of related transactions structured to permit such Person to acquire beneficial ownership of
all or a material portion of the assets of the Corporation or any Subsidiary of the
Corporation or to acquire in any manner, directly or indirectly, more than 20% of the
outstanding voting shares of the Corporation (other than the transaction contemplated by
this Agreement);

"Act" means the Canada Business Corporations Acr as the same has been and may
hereafter from time to time be amended;

"affiliate" has the meaning set forth in the Securities Act (Alberta);

"Agreement', and "this Agreement", and similar expressions refer to this Agreement, as
the same may be amended or supplemented from time to time and, where applicable, to
the appropriate Schedules to this Agreement;

"Arrangement” means the arrangement under Section 192 of the Act on the terms and
conditions set out in the Plan of Arrangement;

"Arrangement Resolution’ means the special resolution of the Shareholders to be
substantially as set forth in Schedule A hereto;

"Articles of Arrangement” means the articles of arrangement of the Corporation in
respect of the Arrangement that are required by the Act to be sent to the Director after the
Final Order; :

"Board of Directors” means the board of directors of the Corporation as constituted
from time to time;

"Business Day” means any day excepting a Saturday, Sundav or statutory holiday in
Calgary, Alberta or Houston, Texas:

"Callco" means an unlimited liability company incorporated under the laws of the
Province of Nova Scotia which, at the Effective Time, will be an indirect wholly-owned
Subsidiary of Acquiror;

"Canco" means a direct or indirect wholly-owned Subsidiary of Acquiror incorporated
under a Canadian corporate statute;
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"Closing" means the closing of the Arrangement and the transactions contemplated
hereby;

"Closing Date" means the date of Closing;

"Confidentiality Agreement" means the confidentiality agreement made as of December
10, 2001 between Acquiror and the Corporation;

"Court” means the Court of Queen's Bench of Alberta;

"diluted basis" means, with respect to the number of outstanding Shares at any time,
such number of outstanding Shares calculated assuming that all ourstanding in-the-money
Options, rights (including Share Purchase Rights and Warrants) and other securities
entitling the holder to acquire Shares are exercised;

"Director" means the Director appointed pursuant to Section 260 of the Act;

"Disclosure Letter' means the letter delivered by the Corporation to Acquiror
contemporaneously with the execution of this Agreement, in each case referencing the
Section or subsection of this Agreement In respect of which disciosure is being made;

"Dissent Rights" means the rights of dissent in respect of the Arrangement Resolution
discussed in Section 2.4 of the Plan of Arrangement;

"Effective Date" means the effective date of the Arrangement, being the date shown on
the certificate of arrangement issued by the Director under the Act giving effect to the
Arrangement;

"Effective Time " means 12:01 a.m. (Calgary time) on the Effective Date;

"Employee Obligations" means any obligations or liabilities of the Corporation or any
Subsidiary of the Corporation to pay any amount to its officers, directors, or employees,
other than for salary, bonuses under their existing bonus arrangements and directors' fees
in the ordinary course in each case in amounts consistent with historic practices and,
without limiting the generality of the foregoing, Employee Obligations shall include the
obligations or liabilities of the Corporation or any of its Subsidiaries to officers or
employees (1) for severance or termination payments on the change of control of the
Corporation pursuant to any executive involuntary severance and termination agreements
in the case of officers and pursuant to the Corporation's severance policy in the case of
employees and (ii) for retention bonus payments pursuant to any retention bonus program
but shall exclude any statutory or common law obligations or liabilities in respect of
termination or severance;

"Encumbrance” includes, without limitation, any mortgage, pledge, assignment, charge,
lien, security interest or trust, royalty, carried, working, participation or net profits
interest or other third party interest and any agreement, option, right or privilege (whether
by law, contract or otherwise) capable of becoming any of the foregoing;
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"Exchangeable Shares” means exchangeable shares of Canco having attributes
substantially as set forth in Appendix 1 to the Plan of Arrangement;

"Fee Event” has the meaning set forth in Section 4.1;
"Final Order" has the meaning set forth in Section 2.1;

"Financiai Statements" means the audited financial statements of the Corporation as at
and for the period ended December 31, 2001;

"Governmental Entity" means any (i) multinational, federal. provincial, state,
municipal, local or other govemmental or public department, central bank. court,
commission, board, bureau, agency or instrumentality, domestic or foreign, (ii)any
subdivision or authority of any of the foregoing, or (iil) any quasi-governmental or
private body exercising any regulatory, expropriation or taxing authority under or for the
account of any of the above.

"Interim Order” has the meaning set forth in Section 2.1;

"in-the-money" means, in respect of Options, Warrants or Share Purchase Rights, such
of them as have an exercise price per Share less than the Per Share Price;

"Material" means, where used in relation to the Corporation or Acquiror, a fact, asset,
liability, transaction or circumstance concerning the business, operations, results of
operations, assets, capitalization, financial condition, rights, liabilities, prospects or
privileges, whether contractual or otherwise, of the Corporation and its Subsidiaries or
Acquiror and its subsidiaries, as the case may be, in either case considered as a whole,
that: (i) is materially adverse to the business of the Corporation and its Subsidiaries or
Acquiror and its subsidiaries, in either case considered as a whole; (ii) would be
reasonably likely to have a significant effect on the market price or value of the Shares or
Acquiror Shares, as the case may be (in either (i) or (ii) other than resulting from: (A)
conditions affecting the oil and gas industry as a whole or the oil and gas services
industry as a whole; (B) general economic, financial, currency exchange, securities or
commodity market conditions in Canada or elsewhere; or (C) changes in the market price
of crude oil or natural gas); or (1ii) would prevent or materially delay completion of the
Arrangement in accordance with this Agreement; provided that, a fact, asset, liability,
transaction or circumstance shall be considered to be Material if its value or financial
effect (net of reasonably anticipated insurance recoveries in respect thereof) exceeds, in
the aggregate, 510,000,000 in respect of the Corporation and its Subsidiaries or
$165,000,000 in respect of Acquiror and its subsidiaries;

"Material Adverse Change", in respect of the Corporation or the Acquiror, means any
change (or changes which n the aggregate would be material) (or any condition, event or
development involving a prospective material change) in the business, operations, results
of operations, assets, capitalization. financial condition, rights, liabilities, prospects or
privileges. whether contractual or otherwise, of the Corporation or the Acquiror, as the
case may be, or any of its Subsidiaries which is materially adverse to the business thereof
considered as a whole, other than a change: (i) which has prior to the date hereof been
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publicly disclosed or otherwise disclosed herein or in the Disclosure Letter; (ii) resulting
from conditions affecting the oil and gas industry as a whole or the oil and gas services
industry as a whole; (iii) resulting from general economic, financial, currency exchange,
securities or commodity market conditions in Canada or elsewhere; or (iv) resulting from
changes in the market price of crude oil or natural gas; provided that such change or
changes shall be considered to be material if its or their value or financial effect (net of
reasonably anticipated insurance recoveries in respect ot such change) exceeds, in the
aggregate, $10,000,000 in respect of the Corporation and its Subsidiaries or $165,000,000
in respect of Acquiror and its Subsidiaries:

"Material Contract” means an agreement or understanding (whether or not in writing) to .
which the Corporation or any of its Subsidiaries is a party or by which any thereof is
bound: pursuant to which the Corporation or any of its Subsidiaries has or may have an
obligation in excess of, or having a value in excess of, $500,000 annually; which has a
term in excess of 90 days without being terminable by the Corporation or its Subsidiary
without penalty and is an aggregate obligation in excess, or having a value in excess of,
$200,000; or which is a footage or turnkey drilling contract or a day work contract having
a term in excess of 60 days;

"misrepresentation” has the meaning set forth in the Securities Act (Alberta);

"Options" means the outstanding options to acquire common shares in the capital of the
Corporation (i) under the Stock Option Plan, or (ii) pursuant to the Predecessor Option
Agreements; :

"Per Share Price" means that amount calculated to four decimal places equal to Cdn.
$15.30 plus simple interest thereon at the rate of 6% per annum from, but not including,
February 25, 2002 to and including the Effective Date;

"Person” includes an individual, partmership, trust, firm, body corporate, government,
governmental body, agency or instrumentality, unincorporated body of persons or
association;

"Plan of Arrangement" means the plan of amrangement substantially in the form
attached hereto as Schedule B and any amendments or variation thereto made in
accordance with Article 6 of the Plan of Arrangement or made at the direction of the
Court in the Final Order;

"Predecessor Corporations” means those corporations which merged with the
Corporation pursuant to various amalgamations including, without limitation, Trimat
Well Servicing Inc., Pink Panther Oilfield Services Lid. and Swab-Tech Inc.;

"Predecessor Option Agreements" means the agreements between the Corporation and
certain individuals pursuant to which options to acquire securities of entities previously

acquired by the Corporation were exchanged for options to acquire Shares;

"Proxy Circular' means the management information circular of the Corporation to be
sent to the Shareholders and the holders of Options, Warrants and Share Purchase Rights
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in connection with the Shareholder Meeting (including, without limitation. information
incorporated by reference);

"Public Record" means all information and materials filed by, or on behalf of, the
Corporation or any of the Predecessor Corporations with any of the Securities Authorities
available through the SEDAR or EDGAR websites as of the date of this Agreement;

"Real Property" has the meaning set forth in Section 7.1(v);

"Regulatory Approvals" means all approvals, consents and authorizations of all
Governmental Entities and other regulators (including stock exchanges) reasonably
necessary or desirable in connection with the Arrangement and the other transactions
contemplated hereby; '

"SEC" means the Securities and Exchange Commission of the United States:

"Securities Authorities” means the appropriate securities commission or similar
regulatory authorities in Canada and each of the provinces and erritories thereof and in
the United States and each of the states thereof;

"Securities Laws" means, collectively, all applicable Canadian provincial and territorial
corporate and securities laws, United States securities laws, the "blue sky" or securities
laws of the states of the United States and any other applicable securities laws;

"Shareholders" means the hoiders of Shares from time to time;

"Shareholder Meeting" means the special meeting of the Shareholders and holders of
Options, Warrants and Share Purchase Rights, including any adjournments or
postponement thereof, to be called and held in accordance with the Interim Order to
consider and, if deemed advisable, approve the Arrangement Resolution;

“Share Purchase Rights" means rights to acquire Shares issued pursuant to the
Cooperation Agreement made as of June 18, 2001 between Bonus Well Servicing
Partnership and Polar Energy Services Ltd. and the agreement made and entered into as
of June 1, 2001 between Kuukpik/H & R Drilling LLC and H & R Drilling Alaska Inc.;

"Shares" means common shares in the share capital of the Corporation;

"Stock Option Plan" means the stock option plan of the Corporation approved by the
Board of Directors on April 12, 2001;

"Subsidiary" has the meaning set forth in the Act in respect of the Corporation or the
Acquiror, as the context requires, and, in respect of the Corporation. includes (without
limitation) each partmership or other entity controlled. directly or indirectly, by -the
Corporation including those Persons listed in Schedule D hereto provided that
Subsidiaries shall not include such Persons as: (i) are inactive and have no assets or
property beyond a nominal amount; (i1} do not own shares or other securities of any other
Subsidiary; and (i1i) none of the Corporation or the Subsidiaries of the Corporation are
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liable jointly, as a guarantor, a surety or otherwise for any liabilities or obligations
thereof;

"Superior Proposal" has the meaning set forth in Section 3.2(a);

"Support Agreement" means the agreement to be substantially as set forth in Schedule E
hereto;

"U.S. Securities Act" means the United States Securities Act of 1933, as amended;

"Voting and Exchange Trust Agreement" means the agreement to be substantially as
set forth in Schedule F hereto; and

"Warrants" means the warrants to purchase 500,000 Shares represented bv and provided
for in Warrant Certificate No. 98-1 dated November 13, 1998 issued by the Corporation
to SCF IV, L.P., as amended December 12, 2001.

1.2 Singular, Plural, etc.

Words importing the singular number inciude the plural and vice versa and words
1mpomn0 gender include the masculine, feminine and neuter genders.

1.3 Deemed Currency

In the absence of a specific designation of any currency, any undescribed dollar amount
herein shall be deemed to refer to Canadian dollars.

1.4 Date for Any Action

In the event that any date on which any action is required to be taken hereunder by any of
the parties hereunder is not a Business Day, such action shall be required to be taken on the next

succeeding day which is a Business Day.
1.5 Decision by Board of Directors

Any reference herein to a decision or determination, unanimous or otherwise, of the
Board of Directors means a decision or determination by a quorum of the directors of the
Corporation entitled to vote under the Act and the constating documents of the Corporation.

1.6  Interpretation Not Affected by Party Drafting

The parties hereto acknowledge that their respective legal counsel have reviewed and
participated in settling the terms of this Agreement, and the parties hereby agree that any rule of
construction to the effect that any ambiguity is to be resolved against the drafting party will not
be applicable in the interpretation of this Agreement. '
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ARTICLE 2
THE ARRANGEMENT

2.1 Implementation Steps by the Corporation

The Corporation agrees that it shail:

(2)

(b)

(c)

(d)

as soon as reasonably practicable, and in any event, on or before March 22, 2002,
apply to the Court in a manner acceptable to Acquiror acting reasonably, under
Section 192 of the Act for an order approving the Arrangement and for an interim
order, (the 'Interim Order") providing for, among other things, the calling and
holding of the Shareholder Meeting, and thereafter proceed with and diligently
seek the Interim Order;

lawfully convene and hold the Shareholder Meeting as soon as reasonably
practicable and, in any event, on or before April 30, 2002;

subject to obtaining the approvals as are required by the Interim Order, proceed
with and diligently pursue the application to the Court for a final order of the
Court approving the Arrangement in form and substance satisfactory to Acquiror,
acting reasonably, (the "Final Order"); and

subject to obtaining the Final Order and the satisfaction or waiver of the other
conditions herein contained in favour of each party, send to the Director, for
endorsement and filing by the Director, the Articles of Arrangement and such
other documents as mav be required in connection therewith under the Act to give
effect to the Arrangement.

2.2 Implementation Steps by Acquiror

Acquiror agrees that, on or prior to the Effective Date and subject to the satisfaction or
waiver of the conditions herein contained in favour of Acquiror:

(@)
(b)

(c)

Acquiror, Callco and Canco shall execute and deliver the Support Agreement;

Acquiror and Canco shall execute and deliver the Voting and Exchange Trust
Agreement; and

Acquiror shall issue to the trustee under the Voting and Exchange Trust
Agreement such number of Acquiror Shares as required by the Voting and
Exchange Trust Agreement.

2.3 Interim Order

The notice of motion for the application referred to in Section 2.1 shall request that the
Interim Order provide, among other things:
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(a) for the class of persons to whom notice is to be provided in respect of the
Arrangement and the Shareholder Meeting and for the manner in which such
notice is to be provided;

(b) that the requisite approval for the Arrangement Resolution shall be 66%/:% of the
votes cast on the Arrangement Resolution by Shareholders, voting together as a
single class, present in person or by proxy at the Shareholder Meeting (such that
each holder of Shares is entitled to one vote for each Share held and each holder
of an Option, Warrant or Share Purchase Right is entitled to one vote for sach
Share such holder would have received on a valid exercise of such Option,
Warrant or Share Purchase Right, as the case may be);

() that, in all other respects, the terms, restrictions and conditions of the governing
documents of the Corporation, including quorum requirements and all other
matters, shall apply in respect of the Shareholder Meeting; and

(d) for the grant of the Dissent Rights.

24 Dissenting Shares

Each Shareholder and each holder of an Option, Warrant or Share Purchase Right may
exercise Dissent Rights in connection with the Arrangement pursuant to and in the manner set
forth in Section 190 of the Act and the Interim Order {such holders referred to as "Dissenters” or
as "Dissenting Shareholders" when referring exclusively to Shareholders). The Corporation
shall give Acquiror (i) prompt notice of any written demands of a right of dissent. withdrawals of
such demands, and any other instruments served pursuant to the Act and received by the
Corporation and (ii) the opportunity to participate in all negotiations and proceedings with
respect to such rights. Without the prior written consent of Acquiror, except as required by
applicable law, the Corporation shall not make any payment with respect to any such rights or
offer to settle or settle any such rights.

2.5  Articles of Arrangement

The Articles of Arrangement shall, together with such other matters as are necessary to
effect the Arrangement, implement the Plan of Arrangement.

2.6 Corporation Approval of the Arrangement

(a) The Corporation represents that the Board of Directors, upon consultation with its
advisors, has unanimously determined that:

(1) the Arrangement is fair from a financial point of view to the Shareholders
and is in the best interests of the Corporation and the Shareholders; and

(i1) the Board of Directors will unanimously recommend that Shareholders

vote in favour of the Arrangement, which recommendation may not be
withdrawn, modified or changed in any manner except as provided in
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Section 3.2 or in the event of the termination of this Agreement pursuant
to Section 10.1.

{b) The Corporation represents that the Board of Directors has received an oral
opinion from the Corporation's financial advisor that the consideration under the
Arrangement is fair from a financial point of view to the Shareholders and that
such financial advisor will provide a written opinion to such effect on or before
the application referred to in Section 2.1(a).

(c) The Corporation represents that its senior officers and directors have advised the
Corporation that, at the date hereof, they intend to vote any Shares held by them
in favour of the Arrangement Resolution and will so represent in the Proxy
Circular.

2.7  Proxy Circuiar

As promptly as reasonably practicable, the Corporation shall prepare the Proxy Circular
(setting forth inter alia the recommendation of the Board of Directors set forth in Section 2.6(a)
and the opinion of the Corporation's financial advisors referred to in Section 2.6(b) and reflecting
the execution of the lock-up agreements referred to in Section 9.2(e) and the intention of the
senior officers and directors referred to in Section 2.6(c)) together with any other documents
required by Securities Laws or other applicable laws in connection with the approval of the
Arrangement by the Shareholders and the Corporation shall, on a confidential basis, provide
Acquiror timely opportunity to review and a reasonable period of time in the circumstance to
comment on all suich documentation and all such documentation shall be reasonablyv satisfactory
to Acquiror before it is filed or distributed to the Shareholders. As promptly as practicable after
obtaining the Interim Order and, in any event on or before March 26, 2002, the Corporation shall
cause the Proxy Circular and other documentation required in connection with the Shareholder
Meeting to be sent to each Shareholder and each holder of an Option, Warrant or Share Purchase
Right and filed as required by the Interim Order and applicable laws.

2.8 Securities Compliance

(a) Acquiror shall, or shall cause its Subsidiaries (and the Corporation agrees to
cooperate in respect thereof) to use commercially reasonable efforts to obtain all
orders required from the applicable Canadian Governmental Entities to permit the
issuance and first resale of (i) the Exchangeable Shares issuable pursuant to the
Arrangement, and (ii) Acquiror Shares issuable upon exchange of the
Exchangeable Shares from time to time and upon exercise of the Warrants from
time to time, in each case without qualification with, or approval of, or the filing
of any prospectus or similar document, or undertaking, from any Canadian
Governmental Entity under any Canadian federal, provincial or territoriai
securities or other laws or pursuant to the rules and regulations of any
Governmental Entity administering such laws, or the fulfilment of any other legal
requirement in any such jurisdiction (other than, with respect to such first resale
being from the holdings of a "control person" for purposes of Canadian
Securities Laws).
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Acquiror agrees to file a registration statement on Form $-3 (or other applicable
form) (the "S-3 Registration Statement") with the SEC in order to register under
the U.S. Securities Act the Acquiror Shares issuable from time to time after the
Effective Time upon exchange of the Exchangeable Shares and from time to time
upon exercise of the Warrants, and shall use all commercially reasonable efforts
to cause the S-3 Registration Statement to become effective and to maintain the
effectiveness of such registration so long as any Exchangeable Shares remain
outstanding (other than those Exchangeable Shares held by Acquiror or any of its
affiliates).

2.9  Preparation of Filings

(a)
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Acquiror and the Corporation shall, acting reasonably and promptly in the

circumstances, cooperate in: >

(1) the preparation of any application for the orders and the preparation of any
required registration statements and any other documents reasonably
deemed by Acquiror or the Corporation to be necessary to discharge their
respective obligations under Securities Laws in connection with the
Arrangement and the other transactions contemplated hereby;

(11) the taking of all such action as may be required under any applicable

. Securities Laws (including "blue sky laws") in connection with the

issuance of the Exchangeable Shares and Acquiror Shares in connection

with the Arrangement; provided, however, that with respect to the United

States "blue sky" and Canadian provincial qualifications neither Acquiror

nor the Corporation shall be required to register or qualify as a foreign

corporation or to take any action that would subject it to service of process

in any jurisdiction where such entity is not now so subject, except as to

matters and transactions arising solely from the offer and sale of the
Exchangeable Shares and Acquiror Shares; and

(iii)  the taking of all such action as may be required under the Act in
connection with the transactions contemplated by this Agreement and the
Plan of Arrangement.

Each of Acquiror and the Corporation agree to promptly furnish to the other all
information concerning it, the Shareholders and the holders of Options, Warrants
and Share Purchase Rights as may be required for the effectuation of the actions
described in Sections 2.7 and 2.§ and the foregoing provisions of this Section 2.9,
and each covenants that no information furnished by it (to its knowledge in the
case of information conceming its shareholders) in connection with such actions
or otherwise in connection with the consummation of the Arrangement and the
other transactions contemplated by this Agreement will contain any
misrepresentation or any untrue statement of a material fact or omit to state a
material fact required to be stated in any such document or necessary in order to




()

(d)

(e
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make any mformation so furnished for use in any such document not misieading
in the light of the circumstances in which it is furnished.

Each of Acquiror and the Corporation agree to promptly notify the other if at any
time before or after the Effective Time it becomes aware that the Proxy Circular
or an application for an order or a registration statement described in Section 2.8
contains any misrepresentation or any untrue statement of a material fact or omits
to state a material fact required to be stated therein or necessarv to make the
statements contained therein not misleading in light of the circumstances in which
they are made, or that otherwise requires an amendment or supplement to the
Proxy Circular or such application or registration statement. In any such event,
Acquiror and the Corporation agree to cooperate in the preparation of a
supplement or amendment to the Proxy Circular or such other document, as
required and as the case may be, and. if required, shall cause the same to be
distributed to the Shareholders and holders of Options, Warrants or Share
Purchase Rights or filed with the relevant securities regulatory authorities.

The Corporation shall ensure that the Proxy Circular complies with all applicable
laws and, without limiting the generality of the foregoing, that the Proxy Circular
does not contain any misrepresentation or any untrue statement of a material fact
or omit to state a material fact required to be stated therein or necessary to make
the statements contained there not misleading in light of the circumstances in
which they are made (other than with respect to any information relating to and
provided by Acquiror). Without limiting the generality of the foregoing, the
Corporation shall ensure that the Proxy Circular complies with OSC Rule 54-301
and the Interim Order and provides Shareholders and holders of Options,
Warrants or Share Purchase Rights with information in sufficient detail to permit
them to form a reasoned judgement concerning the matters to be place before
them at the Shareholder Meeting. The Corporation shall ensure that none of the
information supplied or to be supplied by the Corporation for inclusion or
incorporation by reference in the S-3 Registration Statement will at the time such
registration statement is declared or becomes effective contain any untrue
statement of material fact or omit to state a material fact required to be stated
therein or necessary in order to make the statements made therein in light of the
circumstances under which they were made not misleading. The Corporation will
take all reasonable steps within its control to ensure that the Proxy Circular is
prepared as to form in all material respects in compliance with the provisions of
the Act and Canadian Securities Laws.

Acquiror shall ensure that the S-3 Registration Statement complies with all U.S.
Securities Laws and, without limiting the generality of the foregoing, that such
documents do not contain any untrue statement of a material fact or omit to state a
material fact required to be stated therein or necessary to make the statements
contained therein not misleading in light of the circumstances in which they are
made (other than with respect to any information relating to and provided by the
Corporation).




2.10  Cooperation

(a) The Corporation agrees to use its commercially reasonable efforts to, and shall
use its commercially reasonable efforts to cause its Subsidiaries to, perform all
obligations required to be performed by the Corporation or any of its Subsidiaries
under this Agreement, cooperate with Acquiror in connection therewith, and do
all such other acts and things as may be necessary or desirable in order to
consummate and make effective, as soon 'as reasonably practicable, the
transaction contemplated in this Agreement and, without limiting the generality of
the foregoing, the Corporation shall:

(1) subject to Section3.2, at the request of Acquiror, solicit from the
Shareholders and holders of Options, Warrants or Share Purchase Rights
proxies in favour of approval of the Arrangement Resolution and use
commercially reasonable efforts to obtain the approval by Sharehoiders of
the Arrangement Resolution;

(i1) not adjourn, postpone or cancel (or propose adjournment, postponement or
cancellation of) the Shareholder Meeting without Acquiror's prior written
consent except as required bv applicable laws, or in the case of
adjournment, as may be required by Shareholders and holders of Options,
Warrants or Share Purchase Rights as expressed by majority resolution;

(i)  use commercially reasonable efforts to satisfv or cause to be satisfied as
soon as reasonably practicable all the conditions precedent that are set
forth in Article 9;

(iv)  apply for and use commercially reasonable efforts to obtain as promptly as
practicable ail Regulatory Approvals relating to the Corporation or any of
its Subsidiaries and, in doing so, to keep Acquiror reasonably informed as
to the status of the proceedings related to obtaining the Regulatory
Approvals, including, but not limited to, providing Acquiror the
opportunity to be present for or participate in all communications with any
Governmental Entity and providing Acquiror with copies of all related
applications and notifications, in draft form, in order for Acquiror to
provide its reasonable comments;

(v)  apply for and use commercially reasonable efforts to obtain the Interim
Order and the Final Order.

(vi)  carry out the terms of the Interim Order and the Final Order applicable to
it and use comumercially reasonable efforts to comply promptly with all
requirements which applicable laws may impose on the Corporation or its
Subsidiaries with respect to the transactions contemplated hereby and by
the Arrangement;

(vil) use commercially reasonable efforts to defend all lawsuits or other legal,
regulatory or other proceedings to which it is a party chailenging or
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(viii)

(1x)

x)

(xi)
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affecting this Agreement or the consummation of the transactions
contemplated hereby;

use commercially reasonable efforts to have lifted or rescinded any
injunction or restraining order or other order which may adversely affect
the ability of the parties to consummate the transactions contemplated
hereby;

effect all necessary registrations, filings and submissions of information
required by Govermnmental Entities from the Corporation or any of its
Subsidiaries in connection with the transactions contemplated hereby:

consult with Acquiror prior to making publicly available its financial
results for any period after the date of this Agreement provided that the
Corporation is not unreasonably impaired in satisfying all disclosure
requirements under Securities Laws in respect thereof, and

use commercially reasonable efforts to obtain all waivers. consents and
approvals from other parties to loan agreements, leases or other contracts
required to be obtained by the Corporation or a Subsidiary of the
Corporation to consummate the transactions contemplated hereby which

- the failure to obtain would materially adversely affect the ability of the

Corporation or its Subsidiaries to consummate the transaction
contemplated hereby.

Acquiror agrees that, until the earlier of the Effective Date and the termination of
this Agreement pursuant to its terms, in each case except (i) with the consent of
the Corporation to any deviation therefrom, or (ii) as expressly contemplated by
this Agreement or the Plan of Arrangement, Acquiror shall and will cause its
Subsidiaries to:

()

(i)

subject to Section2.10(c)(vil), not adopt or propose to adopt any
amendments to its governing documents or the governing documents of
Canco or Acquiror which would have a material adverse impact on the
consummation of the transactions contemplated hereby or the economic
terms of, or the form of, consideration to be provided pursuant to the
Arrangement; and

not take any action which may jeopardize the exchange of the Shares by
Shareholders in Canada for the purposes of the /ncome Tux Act (Canada)
from being treated on a tax deferred basis under the [ncome Tax Act
(Canada) for holders who are otherwise eligible for such treatment.

Acquiror agrees to use its commercially reasonable efforts to, and shall use its
commercially reasonable efforts to cause its Subsidiaries to, perform all
obligations required to be performed by it or any of its Subsidiaries under this
Agreement, cooperate with the Corporation in connection therewith, and do ail
such other acts and things as may be necessary or desirable in order to
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consummate and make effective, as soon as reasonably practicable, the
transaction contemplated by this Agreement and, without limiting the generality
of the following:

(1)

“(i1)

(iif)

(iv)

™

(vi)

(vii)

(viii)

(ix)

use commercially reasonable etforts to satisfy or cause to be satisfied as
soon as reasonably practicable ail conditions precedent that are set forth in
Article 9 hereof;

apply for and use commercially reasonable efforts to obtain promptly all
Regulatory Approvals relating to Acquiror or any of its Subsidiaries, and,
in doing so, to keep the Corporation reasonably informed as to the status
of the proceedings related to obtaining the Regulatorv Approvals,
including, but not limited to, providing the Corporation with copies of all
related applications and notifications, in draft form, in order for the
Corporation to provide its reasonable comments;

carry out the terms of the Interim Order and Final Order applicable to it
and use commercially reasonable efforts to comply promptly with all
requirements which applicable laws may impose on Acquiror with respect
to the transactions contemplated hereby and by the Arrangement;

in respect of holders of Shares who are not exempt from tax under Part 1
of the /ncome Tax Act (Canada) and who receive Exchangeable Shares
under the Armrangement, to cause Canco to enter into elections with such
holders under Section85 of the /ncome Tux Act (Canada) and any
equivalents thereof under provincial laws;

use commercially reasonable efforts to defend all lawsuits or other legal,
regulatory or. other proceedings to which it is a party challenging or
affecting this Agreement or the consummation of the transactions
contemplated hereby; '

use comumercially reasonable efforts to have lifted or rescinded any
injunction or restraining order or other order relating to Acquiror or any of
its Subsidiaries which may adversely affect the ability of the parties to
consummate the transactions contemplated hereby;

effect all necessary regisirations, filings and submissions of information
required by Governmental Entties from Acquiror or any of its
Subsidiaries in connection with the transactions contemplated hereby;

cause the governing documents of Canco to be amended to create the
Exchangeable Shares and otherwise as required to effect the transactions
contemplated hereby;

reserve or have available a sufficient number of Acquiror Shares for
issuance upon the exchange from time to time of Exchangeable Shares and
the exercise from time to time of the Warrants, and use commercially




- 16 -

reasonable efforts to cause such Acquiror Shares to be approved for listing
on the American Stock Exchange, subject to official notice of issuance,
prior to the Effective Time;

(x) use commercially reasonable efforts (A) to cause the Exchangeable Shares
to be listed for trading on The Toronto Stock Exchange by the Effective
Date and (B) to ensure that Canco remains a "public corporation" within
the meaning of the /ncome Tax Act (Canada) for so long as any Canco
Exchangeable Shares are outstanding (other than those Exchangeable
Shares held by Acquiror or any of its affiliates); and

(xi)  not, during the ten trading days preceding the third Business Day prior to
the Shareholder Meeting buy back any of its outstanding Acquiror Shares.

2.11 Press Release and Public Disclosure

Each of Acquiror and the Corporation agrees to issue a joint press release in the form
agreed to between them prior to the opening of markets on February 26, 2002 and the
Corporation agrees to file a copy of this Agreement, as an attachment to a material change report
with respect to the Arrangement, as soon as possible with the Securities Authorities having
jurisdiction over the Corporation.

2.12  Outstanding Rights to Acquire Shares

The Corporation agrees and represents thar the Board of Directors has unanimously
resolved that:

(a) The Corporation shall use all commercially reasonable efforts to provide that
Persons holding Options who may do so under Securities Laws and in accordance
with the Stock Option Plan or the relevant agreements governing such Options {or
pursuant to this Section 2.12) shall be entitled to exercise all of their Options and
vote all Shares issued in connection therewith at the Shareholder Meeting. It is
agreed by Acquiror that ail Options that are duly swrendered for exercise,
conditional on Closing and with appropriate instructions that the Shares issuable
upon such exercise are to be voted in favour of the Arrangement (the
"Conditional Option Exercise"), shall be exercised immediately prior to the
Effective Time. Furthermore, Acquiror shall accept as validly exercised all
Shares that are to be issued pursuant to the Conditional Option Exercise. The
Corporation may make arrangements to loan holders of Options who elect to
receive cash pursuant to the Arrangement, the exercise price thereof with
repayment of the loan to be made from the proceeds received under the
Arrangement for the Shares acquired on such exercise.

(b) Prior to the Effective Time, the Corporation shall use all commercially reasonable
efforts to enter into releases, in a form approved by Acquiror, acting reasonably,
with each holder of Options or Share Purchase Rights pursuant to which the

- parties thereto shall agree that, upon Closing, each holder that has not previously
exercised such Options or Share Purchase Rights, as the case may be, will receive
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from the Corporation, in consideration of the termination of all such holder's
unexercised Options or Share Purchase Rights, as the case may be, the greater of:

(1)

(i1)

the positive difference, if any, between the purchase price under the
Arrangement for each Share and the exercise price of the holder's Options
or Share Purchase Rights, as the case may be, per Share, regardless of the
vesting of any such Options under the Stock Option Plan and the
agreements governing such Options or Share Purchase Rights, as
applicable; and

$0.10,

for each Share that is subject to such issuance.

The Corporation shall make appropriate withholdings of taxes or other applicable
source deductions from any such payments made to any holders of Options or
Share Purchase Rights as required by applicable law.

The Corporation shall use all commercially reasonable efforts to ensure that, at
the Effective Time, all of the Options have been exercised or surrendered for
termination as contemplated by this Section 2.12, and without [imiting the
generality of the forgoing, the Corporation shall:

@)

(i)

encourage and facilitate all persons holding Options to exercise those
Options and vote all Shares issued in connection therewith in favour of the
Arrangement at the Shareholder Meeting pursuant to the Conditional
Option Exercise or otherwise or surrender their Options in the manner
provided for in Section 2.12; and

cause the vesting of option entitlements under the Stock Option Plan to
accelerate prior to or concurrently with the completion of the
Arrangement, such that all outstanding Onptions shall be exercisable and
fully vested prior to the Effective Time.

ARTICLE 3
COVENANTS OF THE CORPORATION

3.1 Ordinary Course of Business

The Corporation covenants and agrees that, prior to the earlier of the Effective Time and
the date this Agreement is terminated pursuant to its terms, unless Acquiror otherwise agrees in
writing or as otherwise expressly contemplated or permitted by this Agreement or the Disclosure

Letter:

(a)

AFG\ 197334\ 4

the Corporation shall, and shall cause each of its Subsidiaries to, conduct its and
their respective business only in, and not take action except in, the usual, ordinary
and regular course of business and consistent with past practice;




(b)
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the Corporation shall not directly or indirectly do or permit to occur any of the
following:

1)

(ii)

(iii)

(iv)

)

(vi)

(vii)

(other than transactions solely among the Corporation and its Subsidiaries)
issue, sell, pledge, lease, dispose of, encumber or agree to issue, sell,
pledge, lease, dispose of or encumber (or permit any of its Subsidiaries to
issue, sell, pledge, lease, dispose of, encumber or agree to issue, sell,
pledge, lease, dispose of or encumber):

{A)  any additional shares of, or any options, warrants, calls, conversion
privileges or rights of any kind to acquire any shares of, any capital
stock of the Corporation or any of its Subsidiaries (other than
pursuant to the exercise of outstanding stock options issued
pursuant to the terms of the Options, Warrants or Share Purchase
Rights), or

(B)  except in the ordinary and regular course of business. consistent
with past practice and not, in the aggregate, exceeding $100,000
individually and $500,000 in the aggregate any assets of the
Corporation or any of its Subsidiaries;

amend or propose to amend its articles or bylaws or those of any of its
Subsidiaries;

split, combine or reclassify any outstanding Shares, or declare, set aside or
pay any dividend (other than as disclosed in writing to Acquiror prior to
the date hereof) or other distribution payable in cash, stock, property or
otherwise with respect to the Shares;

except as set forth in Section 2. 12, redeem, purchase or offer to purchase
(or permit any of its Subsidiaries to redeem, purchase or offer to purchase)
any Shares or other securities of the Corporation or any of its Subsidiaries;

reorganize, amalgamate or merge the Corporation or any of its
Subsidiaries with any other Person or other business organization
whatsoever;

except as set forth in the Disclosure Letter, acquire or agree to acquire {(by
merger, amalgamation. acquisition of stock or assets or otherwise) any
Person or other business organization or division or acquire or agree to
acquire any assets, except in the ordinary and regular course of business,
consistent with past practice and not exceeding $100,000 individually and
$300,000 in the aggregate;

except in the ordinary and regular course of business consistent with past
practice: (A) pay, discharge or satisfy any material claims, liabilities or
obligations; or (B) except such as have been reserved against in the
Financial Statements, relinquish any material contractual rights;




()

(d)
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(viil)

(ix)

®)

(x1)

(xii)
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enter into any interest rate, currency or commodity swaps. hedges or other
similar financial instruments;

waive, release, grant or transfer any rights of material value or modify or
change in any material respect any existing material licence, lease,
contract, production sharing agreement, government land concession or
other document, other than in the ordinary and regular course of business,
consistent with past practice;

authorize, recommend or propose any release or relinquishment of any
material contract right other than in the ordinary and regular course of
business, consistent with past practice or (other than with the prior written
consent of Acquiror, not to be unreasonably withheld) enter into, or
amend, any footage or tumnkey drilling contract or a dav work contract
having a term in excess of 60 days;

(other than the rollover of presently outstanding bankers' acceptances or
the conversion of prime rate advances to bankers' acceptances) incur or
commit to incur any indebtedness for borrowed money or any other
material liability or obligation or issue any debt or assume, guarantee,
endorse or otherwise as an accommodation become responsible for, the
obligations of any other person, or make loans (other than as contemplated
in Section 2.12) or advances, except, in either case, in the ordinary and
regular course of business consistent with past practice under facilities
currently outstanding; and

authorize or propose any of the foregoing, or enter into or modify any
confract, agreement, commitment or arrangement to do any of the
foregoing;

the Corporation shall not, and shall cause each of its Subsidiaries to not:

(1)

(i)

take any action with respect to the entering into, assuming or modifying of
any employment, severance, collective bargaining or similar agreements,
policies or arrangements with respect to the grant of any bonuses, salary
increases, stock options, pension benefits, retirement allowances, deferred
compensation, severance oI termination pay or any other form of
compensation or profit sharing or with respect to any increase of benefits
payable; or

without limiting the foregoing, create, enter into, assume or modify any
Employee Obligations;

the Corporation shall use its reasonable efforts to cause its current insurance (or
re-insurance) policies not to be cancelled or terminated or any of the coverage
thereunder to lapse, unless simmultaneously with such termination, cancellation or
lapse, replacement policies underwritten by. insurance and re-insurance companies
of nationally recognized standing providing commercially reasonable coverage in




(e)

®

(h)

[\
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accordance with industry practice for similar entities carrying on comparable
business;

the Corporation shall:

(1) in the context of the transactions contemplated hereby, use its
commercially reasonable efforts, and cause each of its Subsidiaries to use
its commercially reasonable efforts, to preserve intact their respective
business organizations and goodwill, to keep available the services of its
officers and employees as a group and to maintain satisfactory
relationships with suppliers, agents, distributors, customers and others
having business relationships with it or its Subsidiaries, provided that the
Corporation shall be permitted to modify the number and tvpes of
non-executive employees in the employment of the Corporation, acting
reasonably, to reflect changing industry conditions from time to time;

(i1) not take any action, or permit any of its Subsidiaries to take any action,
that would render, or that reasonably may be expected to render, any
representation or warranty made by it in this Agreement untrue in any
material respect at any time prior to the Effective Time if then made; and

(iii)  confer on a regular basis with Acquiror with respect to material
operational matters;

the Corporation shall not settle or compromise any claim brought by any present,
former or purported holder of any securities of the Corporation in connection with
the transactions contemplated by this Agreement or the Arrangement prior to the
Effective Time without the prior written consent of Acquiror;

except as set forth in Section 2.12, the Corporation shall not enter into or modify
any contract, agreement, commitment or arrangement inconsistent with anv of the
matters set forth in this Section 3.1 without the prior written consent of Acquiror;
and '

the Corporation shall use all commercially reasonable efforts to obtain receipt of
the consents of any and all lenders to the Corporation (including without
limitation the Corporation’s senior lenders) whose consent is required to prevent a
defauit or any event that with the passage of time may constitute an event of
default thereunder, to the transactions contemplated herein.

3.2 Non-Solicitation

(a)
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The Corporation shall not, directly or indirectly, through any officer, director,
employee, representative or agent of the Corporation or any of its Subsidiaries,
(1) solicit, initiate or encourage (including by way of furnishing information or
entering intc any form of agreement, arrangement or undersianding) the initiation
of any inquiries, discussions, negotiations, proposals or offers from any Person or
other entity or group {other than Acquiror) in respect of any matter or thing
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inconsistent with the successful completion of the Arrangement, including,
without limitation, any Acquisition Proposal or (ii) provide any non-public
information to, participate in any discussions or negotiations relating to any such
matter or thing with, or otherwise cooperate with or assist or participate in any
effort to take such action by, any Person or other entity or group; provided
nothing contained in this Section 3.2 shall prevent the Board of Directors from:

)

(i)

(iii)

considering, negotiating or providing information in connection with, or
otherwise (except as provided for in (iii) below) responding to, an
unsolicited bona fide written Acquisition Proposal in respect of which:

(A)  the funds or other consideration provided for in the Acquisition
Proposal are demonstrably available and the Acquisition Proposal
is not subject to any due diligence condition other than
confirmatory due diligence;

(B)  the Board of Directors has determined in good faith (after
receiving the advice of its financial advisors that is reflected in the
minutes of the Board of Directors) to be a commercially feasibie
transaction that could be carried out within a time frame that is
reasonable in the circumstances and would, if consummated in
accordance with its terms, result in a transaction demonstrably
superior to the Arrangement from a financial point of view to the
Shareholders; and

(Cy  after consultation with its financial advisors, and after receiving
advice of outside counsel that is reflected in the minutes of the
Board of Directors, the Board of Directors concludes in good faith
such action is necessary for the Board of Directors to discharge
properly its fiduciary duties under applicable law;

(any such Acquisition Proposal that meets such requirements being
referred to herein as a "Superior Proposal'), provided that the
Corporation has complied with Sections 3.2(c) and (d) in respect of the
Acquisition Proposal;

complying with Securities Laws relating to the provision of directors'
circulars and making appropriate disclosure with respect thereto to
Shareholders; and

accepting, recommending, approving or implementing any Superior
Proposal if the Corporation has complied with Sections 3.2(¢) and (d) in
respect of the Superior Proposal and prior to such acceptance,
recommendation, approval or implementation:

(A)  after consultation with its financial advisors, and after receiving
advice of outside counsel that is reflected in the minutes of the
Board of Directors, the Board of Directors concludes in good faith




(b)

()
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such action is necessary for the Board of Directors to discharge
properly its fiduciary duties under applicable law; and

(B) in arriving at such conclusion, the Board of Directors gives
consideration to any amendment proposed by Acquiror in writing
in the three Business Day period referred to in Section 3.2(d); and

the Corporation concurrently pays the fee provided in Section4.1 to
Acquiror.

The Corporation shall, and shall direct and use reasonable efforts to cause its
officers, directors, employees, representatives and agents to, immediately cease
and cause to be terminated any existing discussions or negotiations with any
parties (other than Acquiror or an affiliate of Acquiror) with respect to any
potential Acquisition Proposal. To the extent not already done so, the
Corporation shall immediately close any and all data rooms which may have been
opened. The Corporation agrees not to waive, in whole or in part, or release, in
whole or in part, any third party from, or consent to any action pursuant to, any
confidentiality or standstill obligation to which the Corporation and such third
party is a party except in respect of a Superior Proposal in accordance with
Section 3.2(d). The Corporation shall immediately request the remurn or
destruction of all confidential non-public information provided to any third parties
who have entered into a confidentiality agreement with the Corporation relating to
a potential Acquisition Proposal, shall use all reasonable efforts to ensure that
such requests are honoured and shall immediately advise Acquiror orally and in
writing of any responses or action (actual or threatened) by any recipient of such
request which could hinder, prevent, delay or otherwise adversely affect the
completion of the Arrangement.

The Corporation shall immediately notify Acquiror of any Acquisition Proposai
(including, without limitation any amended, supplemented, replaced or renewed
Acquisition Proposal previously made) or any request for non-public information
relating to the Corporation or any of its Subsidiaries or for access to the .
properties, books or records of the Corporation or any Subsidiary by any Person
or other entity or group that informs the Corporation or such Subsidiary that it is

“considering making, or has made, an Acquisition Proposal. Such notice to

Acquiror shall be made, from time to time, orally and in writing, and shall
indicate such details of the proposal, inquiry or contact known to such person as
Acquiror may reasonably request including, without limitation, the identity of the
Person or other entity or group making such proposal, inquiry or contact and shall
include a copy of any written form of Acquisition Proposal (all of which
information shall be subject to the provisions of the Confidentiality Agreement as
if it were Confidential Information as referred to in that agreement).

If the Board of Directors determines that an Acquisition Proposal constitutes a
Superior Proposal pursuant to Section3.2(a), the Corporation shall give
immediate notice of such determination to the Acquiror (together with a copy of




(e)

(H

3.3 Notice

(a)

AFGY 197334\ 4

advice of outside counsel that is reflected in the minutes of the Board of
Directors, referred to in Section 3.2(a)) and shall give Acquiror not less than three
Business Days advance notice of any action to be taken by the Board of Directors
to withdraw, modify or change any recommendation regarding the Arrangement
or to enter into any agreement to implement the Superior Proposal, and provide to
Acquiror the right, during such three Business Days, to advise the Board of
Directors that Acquiror will, within such period, announce its intention 1, and, as
soon as practicable in the circumstances and, in any event, within three Business
Days of such announcement, amend the terms of the Arrangement to provide that
the holders of Shares shall, pursuant to the Arrangement as amended, receive a
value per Share equal to or greater than the value per Share provided in the
Superior Proposal. If Acquiror so advises the Board of Directors and so amends
the Arrangement, the Board of Directors shall not withdraw, modify or change
any recommendation with respect to the Arrangement, as so amended, and neither
the Corporation nor the Board of Directors shail take any action to accept,
recommend, approve or implement the Superior Proposal, inciuding, without
limitation, any release of the party making the Superior Proposal from any
standstill or confidentiality obligation, any further consideration or negotiation of
the Superior Proposal or entrv into of any agreement regarding the Superior
Proposal and the Corporation agrees to amend this Agreement to provide for the
Arrangement as so amended.

If the Board of Directors receives a request for non-public information from a
party who has made or is considering making an unsolicited bona tide Acquisition
Proposal and the Board of Directors determines that such Acquisition Proposal
constitutes a Superior Proposal pursuant to Section 3.2(a), then, and only m such
case, the Corporation may, subject to the execution of a confidentiality agreement
substantially similar to the Confidentiality Agreement, provide such party with
access to information regarding the Corporation provided that the Corporation
complies with its obligations pursuant to Section 3.2(c), sends a copy of any such
confidentiality agreement to Acquiror immediately upon its execution and
provides copies to Acquiror of any information provided to such party (that has
not been previously provided to Acquiror) concurrently with its provision to such

party.

The Corporation shall ensure that the officers, directors and employees of the
Corporation and its Subsidiaries and any investment bankers or other advisors or
representatives retained by the Corporation are aware of the provisions of this
Section, and the Corporation shall be responsible for any breach of this
Section 3.2 by such investment bankers, advisors or other representatives.

of Material Change

From the date hereof until the earlier of the Effective Time and the date this
Agreement is terminated pursuant to its terms, the Corporation shall promptly
notify Acquiror in writing of:
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(i) any material adverse change (actual, anticipated, contemplated or
threatened) in the business, affairs, operations, assets, liabilities
(contingent or otherwise) or capital of the Corporation and its
Subsidiaries, considered as a whole;

(i1) any change in information relating to any representation or warranty of the
Corporation set forth in this Agreement which is or may be of such a
nature as to render any such representation or warranty misleading or
untrue in a material respect;

(iii)  any material fact that arises and which would have been required to be
stated herein or disclosed to Acquiror had such fact arisen on or prior to
the date of this Agreement;

(iv) any claim, action, proceeding or investigation pending or, to the
knowledge of the Corporation, threatened referred to in Section 7.1(n) or
any basis for any such claim, action, proceeding or investigation; and

(v) any claim under policies of insurance referred to in Section 7.1(p).

The Corporation shall in good faith discuss with Acquiror any change in
circumstances (actual, anticipated, contemplated or, to the knowledge of the
Corporation, threatened), financial or otherwise, which is of such a nature that
there may be a reasonable question as to whether notice 1s required to be given
pursuant to this Section.

(b) From the date hereof until the earlier of the Effective Time and the date this
Agreement is terminated pursuant to its terms, Acquiror shall promptly notify ‘the
Corporation 1n writing of any change in information relating to any representation
or warranty of Acquiror set forth in this Agreement which is or may be of such a
nature as to render any such representation or warranty misleading or untrue in a
material respect. Acquiror shall in good faith discuss with the Corporation any
change in circumstances (actual, anticipated, contemplated or, to the knowledge
of Acquiror, threatened), financial or otherwise, which is of such a nature that
there may be a reasonable question as to whether notice is required to be given
pursuant to this Section.

3.4 Access to Information.

Subject to the Confidentiality Agreement, upon reasonable notice, the Corporation shall,
and shall cause each of its Subsidiaries to, afford Acquiror's officers, employees. counsel,
accountants and other authorized representatives and advisors ("Representatives”) reasonable
access, during normal business hours from the date hereof and untii the earlier of the Effective
Time and the date this Agreement is terminated pursuant to its terms, to its facilities (including
the ability to conduct reasonable environmental tests in respect of any of the properties of the
Corporation or its Subsidiaries, at Acquiror's cost) properties, books, contracts and records as
well as to its management personnel, and, during such period, the Corporation shall, and shall
cause such of its Subsidiaries to, furnish promptly to Acquiror all information concerning its
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business, properties and personnel as Acquiror may reasonably request upon reasonable notice to
the Chief Financial Officer of the Corporation, provided that the Acquiror shall make reasonable
efforts to minimize the number of Representatives attending at the Corporation's offices and
facilities as to work cooperatively with the Acquiror to minimize disruptions in the business of
the Corporation.

ARTICLE 4
FEES AND OTHER ARRANGEMENTS

4.1 Fees.

Provided Acquiror has not breached in any material respect its representations, warranties
or covenants in this Agreement, if at any time after the execution of this Agreement:

(a) the Board of Directors has withdrawn, modified or changed, prior to the Effective
Date, any of its recommendations or determinations referred to in Section 2.6 in a
manner adverse to Acquiror or shall have resolved to do so;

(b)  the Board of Directors shall have failed to reaffirm its recommendation of the
Arrangement by press statement within three Business Days after the expiry of the
period set forth in Section 3.2(d) for Acquiror to advise whether it will amend the
terms of the Arrangement, in the case of a Superior Proposal, and three Business
Days after the public announcement or commencement of any other Acquisition
Proposal;

{c) the Board of Directors recommends that any of its Shareholders deposit their
Shares under, vote in favour of. or otherwise accept, an Acquisition Proposal;

(d)  the Corporation enters into any agreement, commitment or understanding with
any Person or other entity or group with respect to an Acquisition Proposal prior
to the Closing, excluding a confidentiality agreement entered into in compliance
with Section 3.2(e);

(e) any Acquisition Proposal is publicly announced or made to the Shareholders or to
the Corporation; on the date of the Shareholder Meeting any such Acquisition
Proposal has either been accepted or has not expired or been withdrawn; the
Shareholders do not approve the Arrangement at the Shareholder Meeting; this
Agreement is terminated pursuant to Section 10.1(b); and either (within 2
months of such termination) such Acquisition Proposal is consummated or (within
6 months of such termination) an Acquisition Proposal is consummated; or

63 at any time prior to the Effective Time, the Corporation has breached any of its
representations, warranties, agreements or obligations herein which breach would
result in the failure to satisfy one or more conditions set forth in Section 9.2(a) or
(b) and such breach is: (1) in relation to Section 3.2; (ii) an intentional breach by
the Corporation; (iii) not curable; or (iv) curable, but is mt cured within 5days
after notice thereof has been received by the Corporation;
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(each of the above being a "Fee Event"), then the Corporation shall pay to Acquiror $17 million
in immediately available funds to an account designated by Acquiror within one Business Day
and interest thereon at a rate of 8% per annum, if payment is not made when due after the first to
occur of the events described above, provided that the Corporation shall only be obligated to
make one payment pursuant to this Section 4. 1.

Any payment pursuant to this Section shall be without prejudice to the rights or remedies
available to Acquiror upon the breach of any provision of this Agreement.

ARTICLE 5
COVENANTS OF ACQUIROR

5.1 Officers’ and Directors’ Insurance

Acquiror agrees that for the entre period from the Effective Time until six years after the
Effective Time, Acquiror will cause the Corporation or any successor to the Corporation to
maintain the Corporation's current directors' and officers' insurance policy or an equivalent
policy, subject in either case to terms and conditions no less advantageous to the directors and
officers of the Corporation than those contained in the policy in effect on the date hereof
("Equivalent Insurance"), providing coverage on a "trailing" or "run-off" basis for all present
directors and officers of the Corporation, covering claims made prior to or within six years after
the Effective Time.

5.2 Indemnities

Acquiror agrees that, if the Arrangement is compieted. it shall cause each of the
Corporation and its Subsidiaries to fulfil their obligations pursuant to indemnities provided or
available to present officers and directors of the Corporation and its Subsidiaries pursuant to the
provisions of the articles, bylaws or similar constating documents of the Corporation and its
Subsidiaries, applicable corporate legislation and the written indemnity agreements between the
Corporation or its Subsidiaries and its present directors and officers, copies of which are attached
to the Disclosure Letter.

53 Employment Agreements

Acquiror covenants and agrees, and after the Effective Time Acquiror will cause the
Corporation and any successor to the Corporation, to honour and comply with the terms of those
existing employment agreements, termination, severance and retention plans or policies of the
Corporation which the Corporation has disclosed to Acquiror in the Disclosure Letter including,
without limitation, the Employee Obligations.

5.4 Third Party Beneficiaries

The provisions of Sections 3.1, 5.2 and 3.3 are (1) intended for the benefit of all present
directors and officers of the Corporation and its Subsidiaries, as and to the extent applicable in
accordance with their terms, and shall be enforceable by each of such persons and each such
person's heirs, executors, administrators and other legal representatives (collectively, the "Third
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Party Beneficiaries") and the Corporation shall hold the rights and benefits of Sections 3.1, 5.2
and 3.3 in trust for and on behalf of the Third Party Beneficiaries and the Corporation lereby
accepts such trust and agrees to hold the benefit of and enforce performance of such covenants
on behalf of the Third Party Beneficiaries, and (ii) are in addition to, and not in substitution for,
any other rights that the Third Party Beneficiaries may have by contract or otherwise.

5.5 Availability of Funds

At all times from the date of this Agreement to the Effective Time, Acquiror will not take
any action which would or could result in the representation and warranty set out in
Section 8.1(j) being untrue or inaccurate in any material respect.

5.6 Availability of Personnel

Acquiror agrees to make appropriate personnel available to the Corporation on a timely
basis for consultation, meetings or discussions with the Corporation as contemplated by the
provisions of this Agreement including, without limitation. Section 3.1(e)(iii). Acquiror agrees
to designate in writing to the Corporation those persons upon whom the Corporation may rely in
respect of any consent, approval or authorization required of Acquiror pursuant to this

Agreement.

ARTICLE 6
MUTUAL COVENANTS

6.1 Consultation

Acquiror and the Corporation agree to consult with each other in issuing any press
releases or otherwise making public statements with respect to the Arrangement and in making
any filings with any federal, provincial or state governmental or regulatory agency or with any
securities exchange with respect thereto. Each party shall use all commercially reasonable efforts
to enable the other party to review and comment on all such press releases prior to release

thereof.
6.2 Other Filings

Acquiror and the Corporation shall, as promptly as practicable hereafter, prepare and file
any filings required under the Competition Act (Canada), the /nvestment Canada Act (Canada),
any Securities Laws, the rules of The Toronto Stock Exchange and the American Stock
Exchange, the United States Securities Exchange Act of 1934, as amended, state securities or
"blue sky" laws of the states of the United States, as amended, or any other applicable law or rule
of applicable stock exchange relating to the transactions contemplated in this Agreement.

6.3 Additional Agreements

Subject to the terms and conditions herein provided and to fiduciary obligations under
applicable law, each of the parties hereto agrees to use all commercially reasonable efforts to
take, or cause to be taken, all action and to do, or cause to be done, all things necessarv, proper
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or advisable to consummate and make effective as promptly as practicable the transactions
contemplated by this Agreement and the Arrangement and to cooperate with each other in
connection with the foregoing, including using commercially reasonable efforts (i) to obtain all
necessary waivers, consents and approvals from other parties to material agreements, leases and
other contracts or agreements (including, without limitation, the agreement of any Persons as
may be required pursuant to any agreement, arrangement or understanding relating to the
Corporation's or any of its Subsidiaries’ operations), (ii) to obtain all necessary consents,
approvals and authorizations as are required to be obtained under any federal, provincial or
foreign law or regulations, (ii1) to defend all lawsuits or other legal proceedings challenging this
Agreement or the Arrangement or the consummation of the transactions contemplated hereby or
thereby, (iv) to cause to be lifted or rescinded any injunction or restraining order or other order
adversely affecting the ability of the parties to consummate the transactions contemplated hereby
or by the Arrangement, (v) to effect all necessary registrations and other filings and submissions
of information requested by governmental authorities and (vi) to fulfil ail conditions and satisfy
all provisions of this Agreement and the Arrangement. For purposes of the foregoing, the
obligation to use "commercially reasonable efforts" to obtain waivers, consents and approvals to
loan agreements, leases and other contracts shall not include any obligation to agree to a
materially adverse modification of the terms of such documents or to prepay or incur additional
material obligations to such other parties.

ARTICLE 7
REPRESENTATIONS AND WARRANTIES OF THE CORPORATION

7.1 Representations

The Corporation hereby represents and warrants to Acquiror (and acknowledges that
Acquiror is relying upon such representations and warranties in connection with entering into
this Agreement):

(a) Organization

The Corporation and each of its Subsidiaries has been duly incorporated or
formed under applicable law, is validly existing and has full corporate or legal
power and authority to own its properties and conduct its business as presently
owned and conducted. The Corporation and each of its Subsidiaries is duly
registered to do business and is in good standing in each jurisdiction in which the
character of its properties, owned or leased, or the nature of its activities makes
such registration necessary. except where the failure to be so registered or in good
standing would not have a material adverse effect on the business, affairs,
operations, assets, prospects or financial condition of the Corporation and its
Subsidiaries, taken as a whole, or on the ability of the Corporation to consummate
the transactions contemplated hereby. All of the outstanding shares of capital
stock and other ownership interests of the Subsidiaries are validly issued, fully
paid and non-assessable and all such shares and other ownership interests owned
directly or indirectly by the Corporation are, except.in connection with the
Corporation’s existing banking arrangements, owned free and clear of all material
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liens, claims or encumbrances, and there are no outstanding options, rights,
entitlements, understandings or commitments (contingent or otherwise) regarding
the right to acquire any shares of capital stock or other ownership interests in any
of its Subsidiaries. The Corporation has no Subsidiaries except those Persons
listed in Schedule D hereto.

Capitalization

As of the date hereof. the authorized capital of the Corporation consists of an
unlimited number of Shares. As of the date hereof, there are only
26,179,861 Shares issued and outstanding. As of the date hereof, up to a
maximum of 741,630 Shares may be issued pursuant to outstanding in-the-money
Options, up to a maximum of 77.000 Shares may be issued pursuant to
outstanding Options that are not in-the-money, only 2,500 Shares may be issued
pursuant to Share Purchase Rights in each case at an exercise price less than
$15.50 per Share and 500,000 Shares may be issued pursuant to the outstanding
Warrants at an exercise price of $9.50 and the details of such Options, Share
Purchase Rights and Warrants are as set forth in the Disclosure Letter. No further
entitlements to acquire Shares have been eamed pursuant to the agreements
referred to in the definition of Share Purchase Rights and the Corporation will not
prior to the Effective Time take any step that will entitle the other party to either
such agreement to acquire further Shares. Except as described in the immediately
preceding sentence, there are no other issued or outstanding securities of the
Corporation or (other than those owned by the Corporation) its Subsidiaries and,
without limitation, there are no options, warrants, conversion privileges or other
rights, agreements, arrangements or commitments obligating the Corporation or
any of its Subsidiaries to issue or sell any shares of any capital stock of the
Corporation or any of its Subsidiaries (other than rights pursuant to the
agreements referred to in the definition of Share Purchase Rights to eamn further
entitlements to acquire Shares) or securities or obligations of any kind convertible
into or exchangeable for any shares of capital stock of the Corporation or any of
its Subsidiaries, nor, is there outstanding any stock appreciation rights, phantom
equity or similar rights, agreements, arrangements or commitments based upon
the book value, income or any other attribute of the Corporation or any of its
Subsidiaries.

Authority

The Corporation has the requisite corporate power and authority to enter into this
Agreement and to perform 1its obligations hereunder and to complete the
transactions contemplated hereby. The execution and delivery of this Agreement
by the Corporation and the consummation by the Corporation of the transactions
contemplated by this Agreement have been duly authorized by the Board of
Directors and no other corporate proceedings on the part of the Corporation are
necessary to authorize this Agreement or the transactions contemplated hereby
other than the approval of the Sharehoiders and the holders of Options, Warrants
or Share Purchase Rights and the approval of the Court as provided in this
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Agreement. This Agreement has been duly executed and delivered by the
Corporation and constitutes a valid and binding obligation of the Corporation,
enforceable against the Corporation in accordance with its terms subject to
bankruptcy, insolvency, reorganization, fraudulent transfer, moratorium and other
laws relating to or affecting creditors' rights generally, to general principles of
equity and the qualifications that the consummation of the Arrangement is subject
to approval of Shareholders and the Court as provided in this Agreement. Except
as disclosed in the Disclosure Letter, the execution and delivery by the
Corporation of this Agreement and performance by it of its obligations hereunder
and the completion of the Arrangement and the transactions contemplated

thereby, will not:

(1) result in a violation or breach of, require any consent to be obtained under
or give rise to any termination rights under any provision of’

(A) its or any of its Subsidiaries' certificate of incorporation, articles,
by-laws or other charter documents, including any unanimous
shareholder agreement or any other agreement or understanding
with any party holding an ownership interest in any Subsidiary;

(B)  any law, regulation, order, judgment or decree; or
(C)  any Material Contract;

(1) give rise to any right of termination or acceleration of indebtedness, or
cause any indebtedness to come due before its stated maturity or cause any
available credit to cease 0 be available; or

(iii)  result in the imposition of any encumbrance, charge or lien upon any of its
assets or the assets of any Subsidiary, or restrict, hinder, impair or limit the
ability of the Corporation or any Subsidiary to carry on the business of the
Corporation or any Subsidiary as and where it is now being carried on or
as and where it may be carried on in the future;

result (alone or together with other adverse changes) in a Material Adverse
Change.

[mpediments

Other than in connection with or in compliance with the provisions of Securities
Laws and the rules of The Toronto Stock Exchange and the receipt of the
applicable approvals under the Competition Act and the [nvestment Canada Act,
(1) there is no legal restrictions to the consummation by the Corporation of the
transactions contemplated by this Agreement or the performance by the
Corporation of its obligations hereunder and (ii) no filing or registration by the
Corporation with, or authorization. consent or approval of, any domestic or
foreign public body or authority is necessaryv in connection with the
consummation of the Arrangement, except for such filings or registrations which,
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if not made, or such authorizations, consents or approvals, which, if not received,
would not have a material adverse effect on the ability of the Corporation to
perform its obligations hereunder.

Public Record

As of their respective dates, the documents and materials comprising the Public
Record (including all exhibits and schedules thereto and documents incorporated
by reference therein) did not contain any untrue statement of a material fact or
omit to state a material fact required to be stated therein or necessary to make the
statements therein, in light of the circumstances under which they were made, not
misleading, and complied in all material respects with all applicable legal and
stock exchange requirements. The Corporation shall deliver to Acquiror as soon
as they become available true and complete copies of any report or statement filed
by it with Securities Authorities or provided to its Shareholders subsequent to the
date of this Agreement. As of their respective dates, such reports and statements
(excluding any information therein provided by Acquiror, as to which the
Corporation makes no representation) will not contain any untrue statement of a
material fact or omit to state a material fact required to be stated therein or
necessary to make the statements therein, in light of the circumstances under
which they are made, not misleading and will comply in all material respects with
the requirements of applicable law and stock exchange rules. The consolidated
financial statements of the Corporation issued by the Corporation or to be
included in such reports and statements (excluding any information therein
provided by Acquiror, as to which the Corporation makes no representation) will
be prepared in accordance with generally accepted accounting principles
applicable in Canada (except as otherwise indicated in such financial statements
and the notes thereto or, in the case of audited statements, in the related report of
the auditor), and will present fairly the consolidated financial position, results of
operations and changes in financial position of the Corporation as of the dates
thereof and for the periods indicated therein (subject, in the case of any unaudited
interim financial statements, to normal year-end audit adjustments).

Books and Records

All financial transactions of the Corporation and its Subsidiaries have been
recorded in the financial books and records of the Corporation and each
Subsidiary, as applicable, in accordance with good business practice, and such
financial books and records accurately reflect the basis for the financial condition
and the revenues, expenses and results of operations of the Corporation and its
Subsidiaries shown in the Financial Statements. The Corporation and its
Subsidiaries have not entered into and are not parties to any material financial
transactions which are not reflected in the Financial Statements. No information,
records or systems pertaining to the operation or administration of the business of
the Corporation and its Subsidiaries are in the possession of, recorded, stored,
maintained by or otherwise dependent upon any Person other than the
Corporation and its Subsidiaries, other than information relating to payroll




(h)

()

AFGY 197334 4

services which are handled by a contractor and corporate minute books held by
outside counsel.

Absence of Changes

As of the date of this Agreement, since December 31, 2001 to the date of this
Agreement and except as has been publicly disclosed in any document filed with
the Alberta Securities Commission: (i) the Corporation, the Subsidiaries and the
Predecessor Corporations have conducted their respective businesses only in the
ordinary course, (i1) no extraordinary liability or obligation of any nature (whether
absolute, accrued, contingent or otherwise) material to the Corporation (on a
consolidated basis) has been incurred, and (iii) there has not been any (alone or
together with other adverse changes) Material Adverse Change.

Employment Agreements and Benefit Plans

Except as set forth in the Disclosure Letter, neither the Corporation nor any
Subsidiary is a party to any written or oral policy, agreement, obligation or
understanding providing for severance or termination payments to, Or any
employment agreement or, without limitation, any Employee Obligation, with,
any person. All benefit plans covering active, former or retired employees,
officers or Directors of the Corporation or any of its Subsidiaries are listed in the
Disclosure Letter; the Corporation has made available to Acquiror true and
complete copies of all of the respective terms thereof and: each such plan has
been maintained and admunistered in material compliance with its terms and is, to
the extent required by applicable law or contract, fully funded without any deficit
or unfunded actuarial liability or adequate provision therefor having been made;
all required employer contributions in respect of such plans have been made; all
such plans are in compliance with applicable laws, rules, regulations and policies
(including those as to registration or other qualification); to the knowledge of the
Corporation there are no pending, anticipated or threatened claims against or
involving any of the plans; and all contributions, reserves or premium payments
required or provided for have been made.

Disclosure

As of the date of this Agreement, there is no information known to the officers of
the Corporation regarding any event, circumstance or action taken or failed to be
taken which may reasonably be expected to result in (alone or together with other
adverse changes) a Material Adverse Change.

Matenal Contracts

The Corporation shall have provided true and complete copies of all Material
Contracts relating to the Corporation's and the Subsidiaries' businesses prior to the
mailing of the Proxy Circular to the Shareholders and all Material Contracts are
listed in the Disclosure Letter. Except as disclosed in the Disclosure Letter, such
agreements do not contain any "change of control" provisions which would be
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triggered or effected by the Arrangement. Each of the Corporation and its
Subsidiaries has performed in all material respects the obligations required to be
performed by it and is entitled to all benefits under the Material Contracts. None
of the Corporation or its Subsidiaries has violated a breached, in any material
respect, any of the terms or conditions of the Material Contracts and there exists
no default or event of defauit or event, occurrence, condition or act which, with
the giving of notice, the lapse of time or the happening of any other event or
condition, would become a default or event of default by the Corporation or any
of its Subsidiaries under any of the Material Contracts. Except as disclosed in the
Disclosure Letter, none of the Corporation or the Subsidiaries is a party to or
bound by any agreement containing any standstill, restrictive covenant or similar
provision that would restrict or limit its right to acquire or hold any asset, carry on
any business or activity, solicit business from any Person or in any geographical
area, or otherwise to conduct its business as it may determine.

Financial Statements

The Financial Statements were prepared in accordance with generally accepted
accounting principles in Canada consistently applied, and fairly present the
consolidated financiali condition of the Corporation at the respective dates
indicated and the results of operations of the Corporation (on a consolidated basis)
for the periods covered. Except (a) as disclosed or reflected in the Financial
Statements or (b) liabilities and obligations (i) incurred in the ordinary course of
business and consistent with past practice or (ii) pursuant to the terms of this
Agreement, neither the Corporation nor any of its Subsidiaries has incurred any
liabilities of any nature, whether accrued, contingent or otherwise (or which
would be required by generally accepted accounting principles applicable in
Canada to be reflected on a consolidated balance sheet of the Corporation) that
have constituted or would be reasonably likely to constitute (alone or together
with other adverse changes) a Material Adverse Change. Without limiting the
generality of the foregoing provisions of this Section and except as set forth in the
Disclosure Letter, the Corporation has not committed to make any capital
expenditures, nor have any capital expenditures been authorized by the
Corporation at any time since December 31, 2001, except for capital expenditures.
made in the ordinary and regular course of business of the Corporation and not
exceeding $100,000 individually and $500,000 in the aggregate.

Employee Obligations, Etc.

The Emplovee Obligations (all of which are listed in the Disclosure Letter) do not
exceed an aggregate of $750,000 (excluding obligations pursuant to the
agreement dated January 4, 2000 between the Corporation and William Lingard).

Compliance with Law

Each of the Corporation, its Subsidiaries and the Predecessor Corporations has
complied with and is in compliance with all laws and regulations applicable to the
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operation of its business, except where such non-compliance, considered
individually or in the aggregate, would not constitute (alone or together with other
adverse changes) a Material Adverse Change and would not materially atfect the
consummation of the transactions contemplated hereby or the ability of the
Corporation to perform its obligations hereunder.

Litigation, etc.

Except as set forth in the Disclosure Letter, at the date of this Agreement, there is
no claim, action, proceeding or investigation pending or, to the knowledge of the
Corporation threatened against or relating to the Corporation or any of its
Subsidiaries or affecting any of their properties or assets before any court or
governmental or regulatory authority or body, nor is the Corporation at the date of
this Agreement aware of any basis for any such claim, action, proceeding or
investigation. Neither the Corporation nor any of its Subsidiaries is subject to any
outstanding order, writ, injunction or decree that has had or is reasonabiy likely to
have a material adverse effect or prevent or materially delay consummation of the
transactions contemplated by this Agreement or the Arrangement.

Environmental

(1) Whenever used in this Agreement, the following words and terms shall
have the indicated meanings. :

(A)  "Environmental Laws" means all applicable statutes, regulations,
ordinances, by-laws, and codes and all international treaties and
agreements, now in existence in Canada (whether federal,
provincial or municipal) relating to the protection and preservation
of the environment, occupational health and saferv, product safety,
product liability or Hazardous Substances, including, without
limitation, the Environmental Protection and Enhancement Act
(Alberta), as amended to the date hereof (the "AEPEA"), and the
Canadian Environmental Protection Act, as amended to the date
hereof (the "CEPA'").

(B) "Environmental Permits" includes all orders, permits,
certificates, approvals, consents, registrations and licences issued
by any competent authority under Environmental Laws.

(O "Hazardous Substance" means, collectively, any contaminant (as
defined in the AEPEA), toxic substance (as defined in the CEPA),
dangerous goods (as defined in the Transporration of Dangerous
Goods Act (Canada), as amended to the date hereof) or pollutant or
any other substance that when released to the natural environment
is likely to cause, at some immediate or future time, material harm
or degradation to the natural environment or material risk to human
health.
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(D) "Release” means any release, spill, leak, emission, discharge,
leach, dumping, escape or other disposal that is or has been made
in contravention of any Environmental Laws.

The operation of the business of the Corporation and each of its
Subsidiaries, the property and assets owned or used by the Corporation
and each of its Subsidiaries and the use, maintenance and operation
thereof have been and are in compliance with all Environmental Laws
except where non-compliance would not reasonably be expected to have a
material adverse etffect on the Corporation and its Subsidiaries, taken as a
whole. The Corporation and each of its Subsidiaries have complied with
all reporting and monitoring requirements under all Environmental Laws
except where non-compliance would not reasonably be expected to have a
material adverse effect on the Corporation and its Subsidiaries, taken as a
whole. The Corporation has not received any notice of any
non-compliance with any Environmental Laws or Environmental Permits,
and the Corporation has never been convicted of an offence for
non-compliance with any Environmental Laws or Environmental Permits
or been fined or otherwise sentenced or settled such prosecution short of
conviction, except for any such non-compliance that would not reasonably
be expected to have a material adverse effect on the Corporation and its
Subsidiaries taken as a whole. '

The Corporation and each of its Subsidiaries has obtained ail
Environmental Permits necessary to conduct its business and to own, use
and operate its properties and assets {(except where the failure to obtain
any such permit would not reasonably be expected to have a material
adverse effect on the Corporation and its Subsidiaries, taken as a whole)
and the operation of the business of the Corporation and each of its
Subsidiaries, the property and assets owned by the Corporation and each
of its Subsidiaries and the use, maintenance and operation thereof have
been and are in compliance with all Environmental Permits (except where
non-compliance would not reasonably be expected to have a material
adverse effect on the Corporation and its Subsidiaries, taken as a whole).

The Corporation and each of its Subsidiaries has, at all times, used,
generated, treated, stored, transported, disposed of or otherwise handled its
Hazardous Substances in compliance with all Environmentai Laws and
Environmental Permits (except where non-compliance would not
reasonably be expected to have a material adverse effect on the
Corporation and its Subsidiaries, taken as a whole).

Neither the Corporation nor any of its Subsidiaries is, and, to the knowledge of
the Corporation, there is no reasonable basis upon which the Corporation or any
of its Subsidiaries could become, responsible for any material clean-up or
corrective action under any Environmental Laws. All audits. assessments and
studies with respect to environmental matters relating to the Corporation or any of
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its Subsidiaries have been listed in the Disclosure Letter. Prior to the Effective
Time, the Corporation shall allow the Acquiror to conduct at its expense such
audits, assessments and studies deemed necessary by the Acquiror to satisfy itself
of the status of the environmental matters and accuracy of the representations and
warranties contained in this Agreement.

Insurance

Policies of insurance in force as of the date hereof naming the Corporation or any
of its Subsidiaries as an insured adequately cover all risks reasonably and
prudently foreseeable in the operation and conduct of the business of the
Corporation and its Subsidiaries as would be customary in respect of the
businesses carried on by the Corporation and all such policies of insurance are as
listed in the Disclosure Letter. As of the date of this Agreement, there are no
outstanding claims under any such policies of insurance, except as set forth in the
Disclosure Letter.

Tax Matters

(1) Definitions. For purposes of this Agreement, the following definitions
shall apply: :

(A) The term "Taxes" shall mean ail taxes, however denominated,
including any interest, penalties or other additions that may
become payable in respect thereof, imposed by any federal,
territorial, provincial, state, local or foreign government or any
agency or political subdivision of any such government, which
taxes shall include, without limiting the generality of the
foregoing, all income or profits taxes (including, but not limited to,
federal income taxes and provincial income taxes), payroll and
employee withholding taxes, unemployment insurance, social
insurance taxes, sales and use taxes, ad valorem taxes, excise taxes,
franchise taxes, gross receipts taxes, business license taxes,
occupation taxes, real and personal property taxes, stamp taxes,
environmental taxes, transfer taxes, workers' compensation and-
other governmental charges, and other obligations of the same or
of a similar nature to any of the foregoing, which the Corporation
or any of its Subsidiaries is required to pay, withhold or collect.

(B) The term "Returns” shall mean all reports, estimates, declarations
of estimated tax, information statements and returns relating to, or
required to be filed in connection with, any Taxes.

(i1) Returns Filed and Taxes Paid. All Returns required to be filed prior to

' the date hereof by or on behalf of the Corporation or any Subsidiaries have
been duly filed on a timely basis and such Retumns are true, complete and

correct. All taxes shown to be payable on the Returns or on subsequent
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assessments or reassessments with respect thereto have been paid in full or
objected to on a timely basis, and no other Taxes are payable by the
Corporation or any of its Subsidiaries with respect to items or periods
covered by such Retums.

(1ii)  Tax Reserves. The Corporation has paid or provided adequate accruals in
its financial statements for Taxes, including income taxes and related
future taxes, in conformity with generally accepted accounting principles
applicable in Canada.

(iv)  Returns Furnished. For all periods ending on and after January 2, 2000,
Acquiror has been furnished by the Corporation true and complete copies
of all federal and provincial income tax returns for the Corporation or any
of its Subsidiaries, including the tax return for Bonus Well Servicing
Partnership for the year ended January 1, 2001 which will be filed prior to
June 30, 2002.

(v) Tax Deficiencies; Audits; Statutes of Limitations. Except for existing
objections disclosed in the Disclosure Letter: (i) no deficiencies exist or
have been asserted with respect to Taxes of the Corporation or any of its
Subsidiaries; (ii) neither the Corporation nor any of its Subsidiaries is a
party to any action or proceeding for assessment or collection of Taxes,
nor has such event been asserted or threatened against the Corporation or
any of its Subsidiaries or any of their respective assets which, if
successful, would constitute (alone or together with other adverse
changes) a Material Adverse Change; and (iii) no waiver or extension of
any statute of limitations is in effect with respect to Taxes or Returns of
the Corporation or any Subsidiary.

Pension and Termination Benefits

The Corporation has provided adequate accruals in its financial statements (or
such amounts are fully funded) for all pension or other employee benefit
obligations of the Corporation arising under or relating to each of the pension or
retirement income plans or other employee benefit plans or agreements or policies
maintained by or binding on the Corporation or any of its Subsidiaries as well as
for any other payment required to be made by the Corporation in connection with
the termination of employment or retirement of any employee of the Corporation
or any of its Subsidiaries.

Reports

All forms, reports, schedules, statements and other documents filed by the
Corporation in compliance, or purported compliance, with Securities Laws, at the
time of filing, (i) did not contain any misrepresentation and (ii) complied in all
material respects with the applicable requirements of the Securities Laws.
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United States Relationships

The Corporation's shares are not traded on a United States national securities
exchange or quoted on the NASDAQ Stock Market in the United States nor are
any of its securities registered under the United States Securities Exchange Act of
1934, as amended, or any state securities laws. To the Corporation's knowledge
and as at the date hereof, the level of ownership by U.S. Holders of Shares is less
than 40% of the outstanding Shares. The term "U.S. Holder' means any
securityholder resident in the United States as of the date hereof.

Indebtedness

As at the date of this Agreement, the Corporation's consolidated indebtedness
does not exceed $60,000,000 and its working capital as at December 31, 2001 was
$13,600,000 as set out in the Financial Statements. Except as disclosed in the
Disclosure Letter, all of the Corporation's indebtedness may be paid out and
discharged on notice of 30 days or less without incurring any penalties. bonuses
or acceleration payments.

Real Property

Except such property as is described in the Disclosure Letter (the "Real
Property"”), the Corporation does not own or lease and has not agreed to acquire
or lease any real property or interest in real property other than the Real Property.
The Corporation has the exclusive right to possess, use and occupy, and as
applicable, has good and marketable title in fee simple to, all the Real Property,
free and clear of ail Encumbrances, easements or other restrictions of any kind
other than as set forth in the Disclosure Letter. All buildings, structures,
improvements and appurtenances situated on the Real Property are in good
operating condition and in a state of good maintenance and repair, except as set
out in the Disclosure Letter, are adequate and suitable for the purposes for which
they are currently being used and the Corporation has adequate rights of ingress
and egress for the operation of its business in the ordinary course with such
exceptions as are not in the aggregate (alone or together with other adverse
changes) a Material Adverse Change. None of the buildings, structures,
improvements or appurtenances located on the Real Property (or any equipment
therein), nor the operation or maintenance thereof, violates any restrictive
covenant or any provision of any federal, provincial or municipal law, ordinance,
rule or regulation, or encroaches on any property owned by others, other than
violations or encroachments that do not, individually or in the aggregate, have a
material adverse effect on the current use of such property or on the business or
financial condition of the Corporation.

Confidentiality Agreements

All agreements entered into by the Corporation with Persons other than Acquiror
regarding the confidentiality of information provided to such Persons or reviewed
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by such Persons with respect to any Acquisition Proposal are in substantially the
form of the Confidentiality Agreement. The Corporation has not negotiated any
Acquisition Proposal with any Person who has not entered into such a
confidentiality agreement and has not waived any "standstill" provisions in any
such agreement.

(x) Solvency

The Corporation is not insolvent and at the time of the consummation of the
Arrangement will not be insolvent, as defined in Section 192(2) of the Act.

7.2 Investigation.

Any investigation by Acquiror and its advisors shall not mitigate, diminish or affect the
representations and warranties of the Corporation provided pursuant to this Agreement. Where
the provisions of Section 7.l refer to disclosure in writing, such disclosure shall be made
expressly in response to the applicable provision and shall be signed by a senior officer of the
Corporation.

ARTICLE 8
REPRESENTATIONS AND WARRANTIES OF ACQUIROR

8.1 Representations.

Acquiror hereby represents and warrants to the Corporation (and acknowledges that the
Corporation is relying upon such representations and warranties in connection with entering into
this Agreement):

(a) Organization

Acquiror has been duly incorporated and organized, and is validly existing, as a
corporation under the laws of Delaware and has the requisite corporate power and
authority to carry on its business as it is now being conducted.

(b) Capitalization

As of the date hereof, the authorized capital of Acquiror consists of 418,000,000
shares of stock, par value $0.10 per share, of which 400,000,000 are Acquiror
Shares, 10,000,000 are shares of preferred stock and 8,000,000 are shares of class
B stock. As of February 22, 2002, there are 140,958,467 Acquiror Shares issued
and outstanding. As of February 22, 2002, up to a maximum of 45,258,089
Acquiror Shares are reserved for issuance pursuant to stock option plans or upon
exchange or conversion of outstanding Acquiror debt securities or warrants.
Except as described in the immediately preceding sentence, there are no other
issued or outstanding securities of Acquiror or {(other than those owned by
Acquiror) its Subsidiaries and, without limitation, there are no options, warrants,
conversion privileges or other rights, agreements, arrangements or commitments
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obligating Acquiror or any of its Subsidiaries to issue or sell any shares of any
capital stock of Acquiror or any of its Subsidiaries or securities or obligations of
any kind convertible into or exchangeable for any shares of capital stock of
Acquiror or any of its Subsidiaries, nor, is there outstanding any stock
appreciation rights, phantom equity or similar rights, agreements, arrangements or
commitments based upon the book value, income or any other attribute of
Acquiror or any of its Subsidiaries.

Authority

Acquiror has the requisite corporate power and authority to enter into this
Agreement and to perform its obligations hereunder and to complete the
transactions contemplated hereby. The execution and delivery of this Agreement
by the Acquiror and the consummation by the Acquiror of the transactions
contemplated by this Agreement have been duly authorized and no other
corporate proceedings on the part of Acquiror are necessary to authorize this
Agreement or the transactions contemplated hereby. This Agreement has been
duly executed and delivered by Acquiror and constitutes a valid and binding
obligation of Acquiror, enforceable against Acquiror in accordance with its terms,
subject to bankruptcy, insolvency, reorganization, fraudulent transfer, moratorium
and other laws relating to or affecting creditors' rights generally and to general
principles of equity. The execution and delivery by Acquiror of this Agreement
and performance by it of its obligations hereunder and the completion of the
Arrangement and the transactions contemplated thereby, will not:

(1) resuit in a violation or breach of, require any consent to be obtained under
or give rise to any termination rights under any provision of:

(A) its or any of its Subsidiaries' certificate of incorporation, articles,
by-laws or other charter documents, inciuding any unanimous
shareholder agreement or any other agreement or understanding
with any party holding an ownership interest in any Subsidiary;

(B)  any law, regulation, order, judgment or decree; or

(o) any- material contract, agreement, license, franchise or permit to
which the Acquiror or any Subsidiary is bound or is subject or is
the beneficiary;

(i1) give rise to any right of termination or acceleration of indebtedness, or
cause any indebtedness to come due before its stated maturity or cause any
available credit to cease to be available; or

(iii)  result in the imposition of any encumbrance, charge or lien upon any of its
assets or the assets of any Subsidiary, or restrict, hinder, impair or limit the
ability of Acquiror or any Subsidiary to carry on the business of Acquiror
or any Subsidiary as and where it is now being carried on or as and where
it is currently intended to be carried on in the future;
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result (alone or together with other adverse changes) in a Material Adverse
Change.

Impediments

Other than in connection with or in compliance with the provisions of Securities
Laws and the rules of the American Stock Exchange and the receipt of the
applicable approvals under the Competition 4ct and the [nvestment Canada Act,
(i) there is no legal restrictions to the consummation by the Acquiror of the
transactions contemplated by this Agreement or the performance by Acquiror of
its obligations hereunder and (ii) no filing or registration by Acquiror with, or
authorization, consent or -approval of, any domestic or foreign public body or
authority is necessary in connection with the consummation of the Arrangement,
except for such filings or registrations which, if not made, or such authorizations,
consents or approvals, which, if not received, would not have a material adverse
effect on the ability of Acquiror to perform its obligations hereunder.

Public Record

As of their respective dates, the documents and materials comprising the public
record of Acquiror (including all exhibits and schedules thereto and documents
incorporated by reference therein) did not contain any untrue statement of a
material fact or omit to state a material fact required to be stated therein or
necessary to make the statements therein, in light of the circumstances under
which they were made, not misleading, and complied in all material respects with
all applicable legal and stock exchange requirements.

Books and Records

All financial transactions of Acquiror and its Subsidiaries have been recorded in
the financial books and records of Acquiror and each Subsidiary, as applicable, in
accordance with good business practice, and such financial books and records
accurately reflect the basis for the financial condition and the revenues, expenses
and results of operations of Acquiror and its Subsidiaries shown in the audited
financial statements of Acquiror for the vear ended December 31, 2000 and the
unaudited interim financial statements of Acquiror for the periods ended March
31, June 30 and September 31, 2001 and 2000 (collectively, the "Acquiror
Financial Statements"). Acquiror and its Subsidiaries have not entered into and
are not parties to any material financial transactions which are not reflected in
such financial statements.

Absence of Changes

Since December 31, 2001 and to the date of this Agreement and except as has
been publicly disclosed in any document filed with the SEC: (i) Acquiror and its
Subsidiaries have conducted their respective businesses only in the ordinary
course, (il)no extraordinary liability or obligation of any nature (whether
absolute, accrued, contingent or otherwise) material to Acquiror (on a
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consolidated basis) has been incurred, and (iii) there has not been any (alcne or
together with other adverse changes) Material Adverse Change.

Disclosure

As of the date of this Agreement, there is no information known to the officers of
Acquiror regarding any event, circumstance or action taken or failed to be taken
which may reasonably be expected to result in (alone or together with other
adverse changes) a Material Adverse Change.

Acquiror Financial Statements

The Acquiror Financial Statements were prepared in accordance with generaily
accepted accounting principles in the United States consistently applied, and
fairly present the consolidated financial condition of Acquiror at the respective
dates indicated and the results of operations of Acquiror (on a consolidated basis)
for the periods covered. Except (a) as disclosed or reflected in the Acquiror
Financial Statements and (b) liabilities and obligations (i) incurred in the ordinary
course of business and consistent with past practice or (ii) pursuant to the terms of
this Agreement, neither Acquiror nor any of its Subsidiaries has incurred any
liabilities of any nature, whether accrued, contingent or otherwise (or which
would be required by generally accepted accounting principles applicable in the
United States to be reflected on a consoiidated balance sheet of Acquiror) that
have constituted or would be reasonably likely constitute (alone or together with
other adverse changes) a Material Adverse Change.

Financing

Acquiror has access to cash balances and available credit facilities sufficient to
fund all amounts that may be required in connection with and pursuant to the
Arrangement.

Compliance with Law

Each of Acquiror and its Subsidiaries has complied with and is in compliance
with all laws and regulations applicable to the operation of s business, except
where such non-compliance, considered individually or in the aggregate. would
not constitute (alone or together with other adverse changes) a Material Adverse
Change and would not materially affect the consummation of the transactions
contemplated hereby or the ability of Acquiror to perform its obligations
hereunder.

Information Supplied

None of the information supplied or to be supplied by Acquiror for inclusion or
incorporation by reference in the Proxy Circular will, at the time the Proxy
Circular is mailed to the Shareholders and ar the time of the Sharehoider Meeting,
as may be adjourned from time to time. contain any untrue statement which, at the
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time and in light of the circumstances under which it is made, if false or
misleading with respect to any material fact or omit to state any material fact
required to be stated therein or necessary in order to make the statements therein
not false or misleading or necessary to correct any statement in any earlier
communication with respect to the solicitation of a proxy for the same meeting or
subject matter which has become false or misleading. None of the information
supplied or to be supplied by Acquiror for inclusion or incorporation by reference
in the S-3 Registration Statement will at the time such registration statement is
declared or becomes effective contain any untrue statement of a material fact or
omit to state a material fact required to be stated therein or necessary in order to
make the statements made therein, in light of he circumstances under which they
were made, not misleading.

8.2 Investigation

Anyv investigation by the Corporation and its advisors shall not mitigate, diminish or
affect the representations and warranties of Acquiror provided pursuant to this Agreement.
Where the provisions of Section 8.1 refer to disclosure in writing, such disclosure shall be made
expressly in response to the applicable provision and shall be signed by a senior officer of
Acquiror.

ARTICLE 9
CONDITIONS

9.1 Conditions Precedent to Obligations of Each Party

The obligations of the parties hereto to consummate and effect the transactions
contemplated hereunder shall be subject to the satisfaction or waiver by both parties on or before
the Effective Date of the following conditions:

(a) the Arrangement and the other transactions contemplated hereby shall have been
approved and adopted by the Shareholders in accordance with applicable law
(including the Interim Order) and the Corporation's articies and bylaws;

(b)  the Court shall have issued each of the Interim Order and Final Order approving
the Arrangement in form and substance reasonably satisfactory to Acquiror and
the Corporation (such approvals not to be unreasonably withheld or delayed by
Acquiror or the Corporation) reflecting the terms hereof and shail not have been
set aside or modified in a manner unacceptable to either thereof, acting
reasonably, on appeal or otherwise;

{c) in respect of the aspects of the Plan of Arrangement contemplating the issuance of
Exchangeable Shares only, the S-3 Registration Statement shall have been
declared or become effective under the U.S. Securities Act on or before the
Effective Date, and, such registration statement, at its effective date and on the
Closing Date shall not be the subject of any SEC stop-order or SEC proceedings
seeking a stop-order, and the Arrangement shall, on the Closing Date, not be
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subject to any similar proceedings commenced or threatened bv the Securities
Authorities;

in respect of the aspects of the Plan of Arrangement contemplating the issuance of
Exchangeable Shares only, the Acquiror Shares to be issued from time to time
after the Effective Time upon exchange of the Exchangeable Shares shall have
been approved for listing on the American Stock Exchange;

all approvals or exemptions under the [nvesrment Canada Act (Canada) in
connection with the Arrangement shall have been obtained on terms and
conditions reasonably satisfactory to Acquiror;

all Regulatory Approvals shall have been obtained on reasonably satisfactory
terms and conditions and shall be in full force and effect and all applicable
statutory or regulatory waiting periods shall have expired or been terminated and
no objection or opposition shall have been filed, initiated or made during any
applicable statutory or regulatory waiting period which would adverselv affect
Acquiror's ability to consummate the Arrangement or the transactions
contemplated hereby or which is or would be materially adverse to the business of
the Corporation and its Subsidiaries considered on a consolidated basis or to the
value of the Shares to Acquiror;

without limiting the scope of the preceding subsection, any applicable waiting
periods under the HSR Act shall have expired or been earlier terminated, and any
applicable waiting periods under any other competition, merger control or similar
law, rule, regulation or policy or any approval or consent of anv governmental
entity in respect of competition or merger control matters having jurisdiction,
shall have terminated or expired or been obtained on reasonably satisfactory terms
and conditions; '

there shall not exist any prohibition at law against the consummation of the
Arrangement or the transactions contemplated hereby; and

(i) the Commissioner of Competition (the "Commissioner') appointed under the
Competition Acr shall have issued an advance ruling certificate under Section 102
of the Competition Act 1n respect of the acquisition of the Shares by Acgquiror
under the Arrangement (the "Transaction"); or (i1) the applicable waiting period
under Section 123 of the Competition Act shall have expired without the
Commissioner having given notice that he intends to make an application to the
Competition Tribunal for an order under Section 92 of the Comperition A4ct in
respect of the Transaction; and no proceedings shall have been taken or threatened
under the merger provisions of Part VIII of the Compeiition Act in respect of the
Transaction.

9.2 Acquiror Conditions

The obligations of Acquiror to consummate and effect the iransactions contemplated
hereunder shall be subject to the following conditions:
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(a) the Corporation shall have performed or complied with, in all material respects,
each of its obligations, covenants and agreements hereunder to be performed and
complied with by it on or before the Effective Time;

(b)  each of the representations and warranties of the Corporation in this Agreement
(which for purposes of this clause (b) shall be read as though none of them
contained any material adverse effect or other materiality qualification), shall be
true and correct in all respects on the date of this Agreement and as of the
Effective Date as if made on and as of such date (except for such representations
and warranties made as of a specified date, which shall be true and correct as of
such specified date) except where the failure of such representations and
warranties in the aggregate to be true and correct in all respects is not and would
not be reasonably expected to be Material;

(c) no act, action, suit or proceeding shall have been taken before or by any Canadian
or United States federal, provincial, state or foreign court or other tribunal or
governmental agency or other regulatory or administrative agency or commission
or by any elected or appointed public official or other Person in Canada, the
United States or elsewhere, whether or not having the force of law, and no law,
regulation or policy have been proposed, enacted, promulgated or applied,
whether or not having the force of law, which could reasonably be expected to
have the effect of:

(1) making illegal, or otherwise directly or indirectly restraining or prohibiting
the Arrangement, the acceptance for payment of, payment for, or
ownership, directly or indirectly, of some or all of the Shares by Acquiror,
or the consummation of any of the transactions contemplated by the
Arrangement;

(ii) prohibiting or materially limiting the ownership or operation by the
Corporation or any of its Subsidiaries, or by Acquiror, directly or
indirectly, of all or any material portion of the business or assets of the
Corporation, on a consolidated basis, or Acquiror, directly or indirectly, or
compelling Acquiror, directly or indirectly, to dispose of or hold separate
all or any material portion of the business or assets of the Corporation, on
a consolidated basis, or Acquiror, directly or indirectly, as a result of the
transactions contemplated by the Arrangement;

(iii)  imposing or confirming limitations on the ability of Acquiror, directly or
indirectly, effectivelv to acquire or hold or to exercise full rights of
ownership of the Shares, including without limitation the right to vote any
Shares acquired or owned by Acquiror, directly or indirectly, on all
matters properly presented to the Shareholders of the Corporation,
including without limitation the right to vote any shares of capital stock of
any Subsidiary (other than immaterial Subsidiaries) directly or indirectly
owned by the Corporation materially.adversely affecting the business,
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financial condition or results of operations of the Corporation and its
Subsidiaries taken as a whole or the value of the Shares to Acquiror; or

(iv)  requiring divestiture by Acquiror, directly or indirectly, of any Shares or
any Subsidiary.

Acquiror shall not have received on or prior to the Effective Time notice from the
holders of more than 5% of the issued and outstanding Shares of their intention to
exercise their rights, as granted in the Interim Order, under section 192 of the Act;
and

holders of not less than 3,748,795 Shares and options to purchase not less than
511,240 Shares shall have entered into, and continue to be bound by and not to
have breached, lock-up agreements in the form attached as Schedule C hereto and
the vendors pursuant to those agreements entered into concurrently with the
execution of this Agreement relating to the purchase by Acquiror of 5,366,872
Shares shall continue to be bound by and not to have breached such agreements.

which conditions are for the exclusive benefit of Acquiror and may be waived by Acquiror in
whole or in part at any time and from time to time, before the Effective Time.

9.3 Corporation Conditions

The obligations of the Corporation to consummate and effect the transactions
contemplated hereunder shall be subject to the following conditions:

(2)

(b)

()

Acquiror shall have performed or complied with, in all material respects, each of
its obligations, covenants and agreements hereunder to be performed and
complied with by it on or before the Effective Time; and

each of the representations and warranties of Acquiror in this Agreement (which
for purposes of this clause (b) shall be read as though none of them contained any
material adverse effect or other materiality qualification), shall be true and correct
in all respects on the date of this Agreement and as of the Effective Date as if
made on and as of such date (except for such representations and warranties made
as of a specified date, which shall be true and correct as of such specified date)
except where the failure of such representations and warranties in the aggregate to
be true and correct in-all respects is not and would not be reasonably expected to
be Material; and

the Exchangeable Shares shall be listed on The Toronto Stock Exchange or, in the
absence of a listing on The Toronto Stock Exchange, on another recognized
Canadian stock exchange.

which conditions are for the exclusive benefit of the Corporation and may be waived by the
Corporation in whole or in part at any time and from time to time, before the Effective Time.
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ARTICLE 10
TERMINATION

10.1 Termination

This Agreement may be terminated at any time prior to the Effective Time
(notwithstanding any approval of the Arrangement Resolution):

(a)

(b)

(c)

(d)

(e)

t3)

by mutual written consent of Acquiror and the Corporation;

by either Acquiror or the Corporation if ‘the Shareholders do not approve the
Arrangement Resolution at the Shareholder Meeting;

by Acquiror or the Corporation, if a fee as provided in Section4.l becomes
payable, other than pursuant to Section 4.1(f);

by either the Corporation or Acquiror, if the Effective Date does not occur on or
before June 24, 2002 provided that the failure is not due to the party seeking to
terminate this Agreement to perform the obligations required to be performed by
it under this Agreement;

by Acquiror, if the Corporation has breached any of its representations,
warranties, agreements or obiigations herein which breach would result in the
failure to satisfy one or more conditions set forth in Section 9.2(a) or (b) and such
breach is: (i) in relation to Section3.2; (ii) an intentional breach by the
Corporation; (iit) not curable; or (iv) curable, but is not cured within 5 days after
notice thereof has been received by the Corporation; or

by the Corporation, if Acquiror has breached any of its representations,
warranties, agreements or obligations herein which breach would result in the
failure to satisfy one or more conditions set forth in Section 9.3(a) or (b) and such
breach is: (i) an intentional breach by Acquiror; {ii) not curable; or (iii) curable,
but is not cured within 5 days after notice thereof has been received by Acquiror,

except that the obligations set forth in Section 4.1 (in respect of any Fee Event occurring
prior to the termination) shall survive the termination of this Agreement.

ARTICLE i1
MISCELLANEQOUS

11.1 Amendment or Waiver

This Agreement, may be amended, modified or superseded, and anv of the terms,
covenants, representations, warranties or conditions hereof may be waived. but only by written
instrument executed by Acquiror and the Corporation; provided, however, that either Acquiror or
the Corporation may in its discretion waive a condition herein which is solely for its benefit
without the consent of the other. No waiver of any nature, in any one or more instances, shail be
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deemed or construed as a further or continued waiver of any condition or any breach of any other
term, representation or warranty in this Agreement.
11.2  Entire Agreement

This Agreement, the Confidentiality Agreement and the other documents referred to
herein constitute the entire agreement between the parties with respect to the subject matter
hereof and supersede all prior agreements, arrangement or understandings with respect thereto.

11.3 Headings

The division of the Agreement into Articles, Sections and other partitions and the
insertion of headings are for convenience of reference only and shall not controi or affect the
meaning or construction of any provisions of this Agreement.

11.4 Notices

All notices or other communication which are required or permitted hereunder shall be
communicated confidentiaily and in writing and shall be sufficient if delivered personally, or
sent by confidential telecopier addressed as follows:

To Acquiror:

Nabors Industries, Inc.
515 West Greens Road, Suite 1200
Houston, Texas

77067
Attention: President and Chief Operating Officer
Fax: (281) 775-8188

With copies to:

Nabors Corporate Services, Inc.
515 West Greens Road

Suite 1200

Houston, Texas

77067

Attention: Katherine Ellis
Fax: (281) 775-4318

And a copy to:

Stikeman Elliott

4300 Bankers Hall West
888 — 3™ Streer S.W.
Calgary, Alberta

T2P 5C5
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Atftention: Christopher W. Nixon
Fax: {403) 266-9034
To the Corporation:

Enserco Energy Service Company Inc.
3000, 500 - 4™ Avenue S.W.
Calgary, Alberta

T2P 2V6

Attention: John Hokanson
Fax: (403) 269-7352
With a copy to:

Blake Cassels & Graydon LLP
3500, 855 2™ Street S.W.
Calgary, Alberta

T2P 4J8
Attention: Pat Finnerty
Fax: (403) 260-9700

11.5 Counterparts and Facsimiles

This Agreement may be executed i any number of counterparts and each such
counterpart shall be deemed to be an original mstrument but all such counterparts together shall
constitute but one Agreement. The parties hereto shall be entitled to rely upon deliverv of an
executed facsimile copy of the Agreement, and such facsimile copy shall be legally effective to
create a valid and binding agreement between the parties hereto.

11.6 Expenses

Each party will pay its own expenses. The Corporation represents and warrants that,
except for fees payable to Peters & Co. Limited pursuant to the engagement letter dated
November 26, 2001, a copy of which has been provided to Acquiror, no broker, finder or
investment banker is entitled to any brokerage, finder's or other fee or commission, or to the
reimbursement of any of its expenses, in connection with the Arrangement. Notwithstanding
anything provided in this Agreement, the Corporation may pay to Peters & Co. Limited the fees
(not in excess of $2.500,000 plus GST) and expenses pursuant to and in accordance with such
engagement letter. The Corporation has provided to Acquiror a correct and complete copy of all
agreements between the Corporation and its financial advisor as are in existence at the date
hereof. The Corporation covenants not to amend the terms of any such agreements relating to the
payment of fees and expenses without the prior written approval of Acquiror.

11.7  Assignment

Acquiror may assign all or any part of its rights or obligations under this Agreement to a
direct or indirect wholly-owned Subsidiary of Acquiror or any other party related to Acquiror,
but, if such assignment takes place, Acquiror shall continue to be liable to the Corporation for
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any default in performance by the assignee. This Agreement shail not otherwise be assignable
by either party without the prior written consent of the other party.

11.8  Severability

If any term, provision, covenant or restriction of this Agreement is held by a court of
competent jurisdiction to be invalid, void or unenforceable, the remainder of the terms,
provisions, covenants and restrictions of this Agreement shall remain in full force and effect and
shall in no way be affected, impaired or invalidated and the parties shall negotiate in good faith
to modify this Agreement to preserve each party's anticipated benefits under this Agreement.

11.9  Choice of Law

This Agreement shall be governed by, construed and interpreted in accordance with the
laws of the Province of Alberta.

11.10 Attornment

The parties hereby irrevocably and unconditionally consent to and submit to the courts of
the Province of Alberta for any actions, suits or proceedings arising out of or relating to this
Agreement or the matters contemplated hereby (and agree not to commence anyv action. suit or
proceeding relating thereto except in such courts) and further agree that service of any process,
summons, notice or document by single registered mail to the addresses of the parties set forth in
this Agreement shall be effective service of process for any action, suit or proceeding brought
against either party in such court. The parties hereby irrevocably and unconditionally waive any
objection to the laying of venue of any action, suit or proceeding arising out of this Agreement or
the matters contemplated hereby in the courts of the Province of Alberta and herebv further
irrevocably and unconditionally waive and agree not to plead or claim in any such court that any
such action, suit or proceeding so brought has been brought in an inconvenient forum.

11.11 Remedies

The parties hereto agree that irreparable damage would occur in the event that any of the
provisions of this Agreement were not performed in accordance with their specific terms or were
otherwise breached. It is accordingly agreed that the parties shall be entitled to an injunction or
injunctions to remedy or prevent non-compliance with or breaches of the terms of this
Agreement and to enforce specifically the terms and provisions hereof in any court of the
Province of Alberta having jurisdiction; provided that such remedies shall be in addition to, and
not in substitution for, any other remedy to which the parties may be entitled at law or in equity.

11.12 Survival of Representations and Warranties

The representations and warranties of the Corporation and Acquiror contained in this
Agreement shall not survive the completion of the Arrangement and shall expire and be
terminated at the earlier of the Effective Time and (except in respect of a termination pursuant to
Section 10.1(e) in which respect the covenants. representations and warranties of the Corporation
shall survive the termination of this Agreement) the date on which this Agreement is terminated
in accordance with its terms.
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11.13 Time of Essence

Time shall be of the essence in this Agreement.
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IN WITNESS WHEREOF the parties hereto have caused this Agreement to be executed
on their behalf by their officers thereunto duly authorized as of the date first written above.

NABORS INDUSTRIES, INC.

By:

ENSERCO ENERGY SERVICE
COMPANY INC.

By:

By:
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SCHEDULE A
ARRANGEMENT RESCGLUTION

SPECIAL RESOLUTION OF THE SHAREHOLDERS

BE IT RESOCLVED THAT:

L.

(V)

wn

The arrangement (the "Arrangement”) under Section 192 of the Canada Business
Corporations Act (the "Act") involving Enserco Energy Service Company Inc. (the
"Corporation"), substantially as set out in the plan of arrangement (the "Plan of
Arrangement") attached as Schedule B to the Acquisition Agreement dated February 25,
2002 between Nabors Industries, Inc. and the Corporation (the "Acquisition
Agreement") is hereby authorized, approved and adopted.

The Plan of Arrangement is hereby authorized, approved and adopted.

Notwithstanding that this resolution has been passed (and the Arrangement adopted) by
the shareholders, optionholders and warrantholders of the Corporation or that the
Arrangement has been approved by the Court of Queen's Bench of ‘Alberta, the directors
of the Corporation are hereby authorized and empowered (i) to amend the Acquisition
Agreement or the Plan of Arrangement to the extent permitted by the Acquisition
Agreement, and (i) not to proceed with the Arrangement without further approval of the
shareholders, optionholders and warrantholders of the Corporation, but only if the
Acquisition Agreement is terminated in accordance with Section 10.1 thereof.

Any officer or director of the Corporation is hereby authorized and directed for and on
behalf of the Corporation to execute, under the seal of the Corporation or otherwise, and
to deliver articles of arrangement and such other documents as are necessary or desirable
to the Director under the Act in accordance with the Acquisition Agreement for filing.

Any officer or director of the Corporation is hereby authorized and directed for and on
behalf of the Corporation to execute or cause to be executed, under the seal of the
Corporation or otherwise, and to deliver or cause to be delivered, all such other
documents and instruments and to perform or cause to be performed all such other acts
and things as in such person’s opinion may be necessary or desirable to give tull effect to
the foregoing resolution and the matters authorized thereby, such determination to be
conclusively evidenced by the execution and delivery of such document, agreement or
instrument or the doing of any such act or thing.
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SCHEDULE B

FORM OF PLAN OF ARRANGEMENT
UNDER SECTION 192
OF THE CANADA BUSINESS CORPORATIONS ACT
! INVOLVING AND AFFECTING
ENSERCO ENERGY SERVICE COMPANY INC. AND
ITS SECURITYHOLDERS

ARTICLE 1
INTERPRETATION

1.1 Definitions

In this Plan of Arrangement, unless there is something in the subject martter or context
inconsistent therewith, the following terms shall have the respective meanings set out below (and
grammatical variations of such terms shall have corresponding meanings):

"Acquiror Average Price" means the simple average of the weighted average trading price of
Acquiror Shares on the American Stock Exchange (as reported by the American Stock Exchange
and converted, as hereinafter provided, to Canadian dollars and expressed to the fourth decimal
place) for the Measurement Period. For these purposes. (i) the U.S. dollar/Canadian dollar
exchange rate for determining the Acquiror Average Price shall be based upon the average of the
Canadian Dollar Exchange Rate (expressed to the fourth decimal place) for each of the trading
days in the Measurement Period; and (ii) the "simple average weighted average trading price"
shall be determined by dividing the aggregate sale price of all Acquiror Shares sold on the
American Stock Exchange during the Measurement Period by the total number of Acquiror
Shares sold;

"Acquiror Control Transaction" has the meaning provided in the Exchangeable Share
Provisions;

"Acquiror Shares' has the meaning provided in the Exchangeable Share Provisions and any
other securities into which such shares may be changed, exchanged or converted in accordance
with Article 4;

"Acquiror' means Nabors Industries, Inc.,, a corporation incorporated under the laws of
Delaware;

"Acquisition Agreement" means the acquisition agreement by and between Acquiror and the
Corporation dated February 25, 2002, as amended and restated from time to time, providing for,
among other things, this Plan of Arrangement and the Arrangement;

"Act" means the Canada Business Corporations Act, as the same has been and may hereafter
from time to0 time be amended;
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"Ancillary Rights" means the interest of a holder of Holdco Shares or Shares who elects or is
deemed to have elected to receive Exchangeable Shares as a beneficiary of the trust created
under the Voting and Exchange Trust Agreement;

"Arrangement” means the arrangement under Section [92 of the Act on the terms and subject to
the conditions set out in this Plan of Arrangement, subject to any amendments thereto made (i) in
accordance with Section 3.2 of the Acquisition Agreement; (ii) in accordance with Section 6.1
hereof, or (iii) at the direction of the Court in the Final Order;

"Arrangement Resolution" means the special resolution passed by the Shareholders at the
Shareholder Meeting, such resolution to be substantially in the form and content of Schedule A
to the Acquisition Agreement;

"Business Day" has the meaning provided in the Exchangeable Share Provisions;

“"Callco" means an unlimited liability company incorporated under the laws of the Province of
Nova Scotia which, at the Effective Time, will be an indirect wholly-owned Subsidiary of
Acquiror;

"Canadian Dollar Exchange Rate" means, with respect to determining the exchange rate from
U.S. dollars to Canadian dollars on a particular day, the amount expressed in U.S. dollars as the
noon buyving rate (expressed to the fourth decimal place) in New York City for cable transfers in
Canadian dollars as certified for customs purposes by the Federal Reserve Bank of New York on
such day;

"Canco'" has the meaning provided in the Exchangeabie Share Provisions;
"CCRA" means the Canada Customs and Revenue Agency;
"Code" means the United States Internal Revenue Code of 1986, as amended;

"Corporation" means Enserco Energy Service Company Inc., a corporation incorporated under
the laws of Canada; .

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

"Depositary" means the duly appointed depositary in respect of the Arrangement at its principal
transfer offices in Calgary, Alberta and Toronto, Ontario;

"Effective Date" means the registration date shown on the registration statement issued upon the
filing of the Articles of Arrangement under the Act giving effect to the Arrangement;

"Effective Time " means 12:01 a.m. (Calgary time) on the Effective Date;

"Election Deadline” means 5:00 p.m. (local time) at the place of deposit on the date that is two
Business Days prior to the Effective Date;
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"Exchange Ratio" means, subject to adjustment, if any, as provided in Section 2.5, the number,
calculated to four decimal places, equal to the Per Share Price divided by the Acquiror Average
Price;

"Exchangeable Share Consideration” has the meaning provided in the Exchangeable Share
Provisions;

"Exchangeable Share Price" has the meaning provided in the Exchangeable Share Provisions;

"Exchangeable Share Provisions" means the rights, privileges, restrictions and conditions
attaching to the Exchangeable Shares, which rights, privileges, restrictions and conditions shall
be substantially as set forth in Appendix 1 hereto;

"Exchangeable Shares" means the exchangeable shares in the capital of Canco;

"Final Order" means the final order of the Court approving the Arrangement, as such order may
be amended by the Court at any time and from time to time prior to the Effective Time;

"Holdco'" has the meaning ascribed in Section 2.3;

"Holdco Letter of Transmittali and Election Form" means the letter of transmittal and election
form for use by holders of Holdco Shares in connection with the Arrangement;

"Holdco Shareholders" means the holders at the relevant time of Holdco Shares;
"Holdco Shares" means all issued and outstanding shares of any particular Holdco;

"Interim Order' means the interim order of the Court in relation to the Arrangement, as such
order may be amended by the Court at any time and from time to time;

"ITA" means the /ncome Tax Act (Canada), as amended;

"Letter of Transmittal and Election Form" means the letter of transmittal and election form
provided for use by holders of Shares (other than Holdcos) in connection with the Arrangement;

"Liquidation Amount" has the meaning provided in the Exchangeable Share Provisions;
"Liquidation Call Purchase Price" has the meaning provided in Section 5.1(a);
"Liquidation Call Right" has the meaning provided in Section 5.1(a);

"Liquidation Date" has the meaning provided in the Exchangeable Share Provisions;

"Measurement Period" means the period of 10 consecutive trading days ending on the third
Business Day prior to the date of the Shareholder Meeting (including any adjournment thereof);

"Options" means the outstanding options to acquire Shares (i) under the Stock Option Plan and
(ii) pursuant to the Predecessor Option Agreements;
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"Per Share Price” means that amount calculated to four decimal places equal to $15.50 plus
simple interest thereon at the rate of 6% per annum in respect of the period from. but not
including, February 25, 2002 to and including the Effective Date;

"Predecessor Corporations' means those corporations which merged with the Corporation
pursuant to various amalgamations including, without limitation, Trimat Well Servicing Inc.,
Pink Panther Oilfield Services Ltd. and Swab-Tech Inc.;

"Predecessor Option Agreements" means the agreements between the Corporation and certain
individuais pursuant to which options to acquire securities of entities previously acquired by the
Corporation were exchanged for options to acquire Shares;

"Redemption Call Purchase Price” has the meaning provided in Section 5.2(a);
"Redemption Call Right" has the meaning provided in Section 5.2(a);

"Redemption Date" has the meaning provided in the Exchangeable Share Provisions;
"Redemption Price" has the meaning provided in the Exchangeable Share Provisions;

"Shareholder Meeting" means the special meeting of the Shareholders and holders of Options,
Warrants and Share Purchase Rights to be held to consider this Plan of Arrangement;

"Shareholders" means holders of Shares from time to time;

"Share Purchase Rights" means rights to acquire Shares issued pursuant to the Cooperation
Agreement made as of June 18, 2001 between Bonus Well Servicing Partnership and Polar
Energy Services Ltd. and the agreement made and entered into as of June 1, 2002 between
Kuukpik/H & R Drilling LLC and H & R Drilling Alaska Inc.;

"Shares" means the common shares in the capital of the Corporation;

"Stock Option Plan” means the stock option plan of the Corporation approved by the Board of
Directors on April 12, 2001;

"Transfer Agent" means the duly appointed transfer agent for the time being of the
Exchangeable Shares, and, if there is more than one such transfer agent, then the principal
Canadian transfer agent;

"Voting and Exchange Trust Agreement" means the agreement so entitled among Acquiror,
Canco and the Trustee named therein to be dated as of the Effective Date and provided for in the
Acquisition Agreement; and

"Warrants" means the warrants to purchase 500,000 Shares represented by and provided for in
Warrant Certificate No. 98-1 dated November 13, 1998 issued by the Corporation to SCF IV,
L.P.. as amended December 12, 2001.
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1.2 Sections and Headings

The division of this Plan of Arrangement into sections and the insertion of headings are for
reference purposes only and shail not affect the interpretation of this Plan of Arrangement.
Unless otherwise indicated, any reference in this Plan of Arrangement to a Section refers to the
specified Section of this Plan of Arrangement.

1.3 Number, Gender and Persons

In this Plan of Arrangement, unless the context otherwise requires, words importing the singular
number include the plural and vice versa, words importing any gender include all genders and
words importing persons include individuals, bodies corporate, partnerships, associations, trusts,
unincorporated organizations, governmental bodies and other legal or business entities of any
kind.

14 Date for any Action

In the event that any date on or by which any action is required or permitted to be taken

hereunder is not a Business Day, such action shall be required or permitted to be taken on or by
the next succeeding day which is a Business Day.

1.5 Currency

Unless otherwise expressly stated herein, all references to currency and payments in cash or
money in this Plan of Arrangement are to Canadian dollars.

1.6 Statutory References

Any reference in this Plan of Arrangement to a stawte includes such statute as amended,
consolidated or re-enacted from time to time, all regulations made thereunder, all amendments to
such regulations from time to time, and any statute or regulation which supersedes such statute or
regulations.

ARTICLE 2
ARRANGEMENT

21 Binding Effect

This Plan of Arrangement will become effective at, and be binding at and afier, the Effective
Time on (i) Acquiror, Canco and Callco; (i) the Corporation; (iii) all holders and all beneficial
owners of Shares; (iv) all Holdcos and all holders and all beneficial owners of Holdco Shares; (v)
all holders and all beneficial owners of Options, Warrants or Share Purchase Rights; and (vi) all
holders and all beneficial owners of Exchangeable Shares. ‘
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2.2 Arrangement

At the Effective Time, the following transactions shall occur and shall be deemed 1o occur in the
following order without any further act or formality:

(a)

(b)
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Each Holdco Share will be transferred to, and acquired by, Canco without any act
or formality on the part of the holder of such Holdco Share or the entity which
acquires such Holdco Share, free and clear of all liens, claims and encumbrances.
in exchange for, at the holder's election (or deemed election), (w) the Per Share
Price in cash without additional interest: or {x) such number of fully paid and non-
assessable Exchangeable Shares (and the Ancillary Rights) as is equal to the
Exchange Ratio, in each case multiplied by a fraction having as its numerator the
number of Shares held by the Holdco and as its denominator the number of issued
and outstanding Holdco Shares of the Holdco; payable, in each case, in
accordance with Article 4 hereof, and the name of each such holder of Holdco
Shares will be removed from the register of holders of Holdco Shares and added
to the register of holders of the Exchangeable Shares comprising all or part of the
consideration to be received by such holder for such transfer, and Canco will be
recorded as the registered holder of each such Holdco Share so exchanged and
will be deemed to be the legal and beneficial owner thereof; provided, however,
that holders of Holdco Shares who are not Canadian residents for purposes of the
ITA will not be entitled to elect or be deemed to have elected to receive
Exchangeable Shares (and the Ancillary Rights), and any such election or deemed
election otherwise made by any such holder shall be deemed to be an election to
receive cash.

Each Share (other than Shares owned by Holdcos in respect of which Section
2.2(a) applies) that 1s not held by (1) a Shareholder who has exercised its right to
dissent in accordance with Article 3 hereof and who is ultimately entitled to be
paid the fair value of its Shares, or (il) Acquiror or any affiliate (within the
meaning of the Act) thereof (which Share shall not be exchanged under the
Arrangement and shall remain outstanding as a Share held by Acquiror or any
affiliate thereof), will be transferred to, and acquired by, Canco without any act or
formality on the part of the holder of such Share or the entity which acquires such
Share, free and clear of all liens, claims and encumbrances, in exchange for, at the
holder's election (or deemed election), (w) the Per Share Price in cash without
additional interest; or (x) such number of fully paid and non-assessable
Exchangeable Shares (and the Ancillary Rights) as is equal to the Exchange
Ratio; payable, in each case, in accordance with Article 4 hereof, and the name of
each such holder of Shares will be removed from the register of holders of Shares
and added to the register of holders of the Exchangeable Shares comprising all or
part of the consideration to be received by such holder for such transfer, and
Canco will be recorded as the registered holder of each such Share so exchanged
and will be deemed to be the legal and beneficial owner thereof; provided,
however, that holders of Shares who are not Canadian residents for purposes of
the ITA will not be entitled to elect or be deemed to have elected to receive
Exchangeable Shares (and the Ancillary Rights), and any such election or deemed




(c)

(d)

(e)
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election otherwise made by any such holder shall be deemed to be an election to
receive cash.

Each Share (other than Shares owned by Holdcos in respect of which Section
2.2(a) applies) in respect of which no election has been made by the holder
thereof, or in respect of which an effective election has not been made (other than
Shares held by (i) a Shareholder who has exercised its right to dissent in
accordance with Article 3 hereof and who is ultimately entitled to be paid the fair
value of its Shares, or (i) Acquiror or any affiliate (within the meaning of the
Act) thereof (which Share shall not be exchanged under the Arrangement and
shall remain outstanding as a Share held by Acquiror or any affiliate thereof)) will
be transferred to, and acquired by, Canco, without any act or formality on the part
of the holder of such Share or Canco, free and clear of all liens, claims and
encumbrances, and the holder shall be deemed to have elected to receive in
exchange therefor the Per Share Price in cash without additional interest, payable
in accordance with Article 4 hereof, and the name of each such holder of Shares
will be removed from the register of holders of Shares and Canco will be recorded
as the registered holder of each such Share so exchanged and wiil be deemed to
be the legal and beneficial owner thereof.

Each Warrant that has not been duly exercised prior to the Effective Time shalil
thereafter represent the right to purchase that number of Acquiror Shares equal to
the number of Shares subject to such Warrant multiplied by the Exchange Ratio.
The exercise price per Acquiror Share under the Warrant shall equal the exercise
price per Share of such Warrant immediately prior to the Effective Time divided
by the Exchange Ratio and further multiplied by the Canadian Dollar Exchange
Rate on the Effective Date. If the foregoing calculation results in the Warrant

being exercisable for a fraction of an Acquiror Share, then the number of -

Acquiror Shares subject to such Warrant shall be rounded down to the next whole
number of Acquiror Shares and the total exercise price for the Warrant shall be
reduced by the exercise price of the fractional Acquiror Share. The term to
expiry, conditions to and manner of exercising and all other £rms and conditions
of such Warrant will be unaffected except to the extent necessary to reflect the
changes to the securities acquirable upon exercise and to the exercise price, and
any document or agreement previously evidencing such Warrant shall thereafter
evidence and be deemed to evidence such Warrant after the Effective Time;
provided, however that the holder of the Warrant may request and receive a new
warrant from the Acquiror reflecting the foregoing changes in substitution of the
Warrant.

Each Option and each Share Purchase Right that has not been duly exercised or
surrendered for termination prior to the Effective Time (whether in accordance
with Section 2.12 of the Acquisition Agreement or otherwise) shall be terminated
and, in consideration for such termination, each holder of such Option or Share
Purchase Right shall receive cash, without interest, in an amount equal to the
greater of: (A) the positive difference, if any, berween (i) the product of the Per
Share Price and the number of Shares that are subject to issuance upon the



-8-

exercise of such Option or Share Purchase Right, as the case mayv be, and (ii) the
exercise price of such Option or Share Purchase Right; and (B) $0.10, for each
Share subject to such issuance.

2.3 Holdco Alternative

Each Shareholder shall be entitled to transfer its Shares to a newly-incorporated corporation (a
"Holdco™) and transfer the Holdco Shares to Canco as provided in Section 2.2(a) provided that
each of the following conditions are satisfied on or prior to and as of the Effective Date:

(a)
(b)

(c)

(d)

(e)

®

(g)

(h)

(1)
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the Shareholder is a resident of Canada for the purposes of the ITA;

Holdco is incorporated no earlier than 60 days prior to the Effective Date, under
the Act;

the Shareholder transfers its Shares to Holdco solely in consideration for the
Holdco Shares;

Holdco has no indebtedness or liabilities and owns no assets other than the
Shares;

the Shareholder indemnifies Acquiror, the Corporation, Canco and Callco for any
and all liabilities of Holdco (other than tax liabilities of Holdco that arise solely as
a result of the tax status of Acquiror, Canco or Callco as a "financial institution"
for purposes of the ITA) in a form satisfactory to Acquiror in its sole discretion,
and such Shareholder either has net assets as reflected on its audited financial
statements for its most recently -ended fiscal year which are satisfactory to
Acquiror or provides Acquiror with security satisfactory to Acquiror in respect of
such shareholder's indemnification obligations as set out above;

prior to the Effective Date, Holdco (i) declares one or more stock dividends which
(if the Holdco Shares are to be acquired by Canco) may be in the form of
preferred shares of Holdco that are converted into common shares of Holdco prior
to the Effective Date, (ii) increases the stated capital of the Holdco Shares; or (ii1)
(if the Holdco Shares are to be acquired by Canco) declares one or more cash
dividends, provided that such cash is used to subscribe, directly or indirectly, for
shares of Holdco;

on the Effective Date, Holdco has no issued shares outstanding other than the
Holdco Shares and such shares will be owned by the Shareholder;

on or prior to the Effective Date, Holdco has never entered into any transaction
(or conducted any business or operations or engaged in any activity) other than
those described herein or such other transactions as are necessary to facilitate
those transactions described herein with Acquiror's consent, acting reasonably;

other than as provided in (f) above, Holdco will not declare or pay any dividends
or other distributions;




@

(k)

D
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the Shareholder shall prepare and file all income tax returns of its Holdco in
respect of the taxation year-end of such Holdco ending immediately prior to the
acquisition of such Holdco Shares by Canco subject to Acquiror's right to approve
all such returns as to form and substance;

the Shareholder provides the Corporation and Acquiror with copies of all
documents necessary to effect the transactions contemplated in this Section 2.3 at
least ten days prior to the Effective Date which documents must be approved by
both the Corporation and Acquiror in their sole discretion; and

the Shareholder and its Holdco execute a share purchase agreement in the form
required by Acquiror, acting reasonably, providing for, among other things, the
sale of the Holdco Shares to Canco and containing the terms and conditions,
among others, set out m this Section 2.3.

2.4 Elections

(a)

(b)
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Each person who, at or prior to the Election Deadline, is a holder of record of
Shares or Holdco Shares will be entitled, with respect to all or a portion of their
shares, to make an election at or prior to the Election Deadline to receive (i) cash,
or (ii) Exchangeable Shares (and the Ancillary Rights), in exchange for such
holder's Shares or Holdco Shares on the basis set forth herein and in the Letter of
Transmittal and Election Form or the Holdco Letter of Transmittal and Election
Form, as the case may be; provided that, notwithstanding anything to the contrary
herein, a holder of Shares who is not a Canadian resident for purposes of the [TA
will not be entitled to elect to receive Exchangeable Shares (and the Ancillary
Rights), and any such election otherwise made by any such hoider shall be and be
deemed to be an election to receive cash.

Holders of Shares and holders of Holdco Shares who are Canadian residents for
purposes of the ITA, other than any such holders who are exempt from tax under
the ITA, and who have elected (or who are deemed to have elected) to receive
Exchangeable Shares (and the Ancillary Rights) shall be entitled to make an
income tax election pursuant to subsection 85(1) of the ITA or, if the holder is a
partnership, subsection 85(2) of the ITA (and in each case, where applicable, the
analogous provisions of provincial income tax law) with respect to the transfer of
their Shares or Holdco Shares, as the case may be, to Canco by providing two
signed copies of the necessary prescribed election forms to the Depositary within
90 days following the Effective Date, duly completed with the details of the
number of Shares or Holdco Shares, as the case may be, transferred and the
applicable agreed amounts for the purposes of such elections. Thereafter, subject
to the election forms being correct and complete and complying with the
provisions of the ITA (or any applicable provincial income tax law), the forms
will be signed by Canco and returned to such holders within 30 days after the
receipt thereof by the Depositary for filing with CCRA (or the applicable
provincial taxing authority). Canco will not be responsible for the proper
completion of any election form and, except for Canco's obligation to return duly
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completed election forms which are received by the Depositary within 90 days
following the Effective Date, within 30 days after the receipt thereof by the
Depositary, Canco will not be responsible for any taxes, interest, penalties or any
other costs or damages resuiting from the failure by a holder of Shares or Holdco
Shares to properly complete or file the election forms in the form and manner and
within the time prescribed by the ITA (or any applicable provincial income tax
law). In its sole discretion, Canco may choose to sign and return an election form
received more than 90 days following the Effective Date, but Canco will have no
obligation to do so.

2.5 Adjustments To Exchange Ratio

The Exchange Ratio shall be proportionately and appropriately adjusted to reflect fully the effect
of (a) any stock split, reverse split, stock dividend (including any dividend or distribution of
securities convertible into Acquiror Shares or Shares), reorganization, recapitalization or other
like change with respect to Acquiror Shares or Shares, and (b) any extraordinary dividend or
distribution with respect to Acquiror Shares (other than a dividend or distribution referenced in
clause (a)); provided that the foregoing adjustments shall not be made if the record date for the
stock split, reverse split, stock dividend, reorganization, recapitalization, other like change or
extraordinary dividend or distribution referred to in clauses (a) and (b) above does not occur after
the date of the Acquisition Agreement and prior to the Effective Time.

2.6 Allocation of Consideration

A Shareholder or Holdco Shareholder who has transferred his or her Shares or Holdco Shares to
Canco as contemplated under Section2.2 shail be considered to have received anv of the
Ancillary Rights in consideration for the grant by the Shareholder to Acquiror and Canco of
certain rights and benefits as against such holder in respect of the Exchangeable Shares. To the
extent hat the value of the Ancillary Rights received by the Shareholder or Holdco Shareholder
exceeds the value of the rights and benefits granted by the hoider to Canco, the holder shall be
considered to have disposed of a portion of his Shares or Holdco Shares, as the case may be, in
consideration for such excess Ancillary Rights, and to have disposed of the remaining portion
(the "share portion") of such Shares or Holdco Shares solely in consideration for Exchangeable
Shares. The share portion (expressed as a number) in respect of a transfer of Shares shall be
equal to the number of Shares obtained when the total number of Shares transferred by the
Shareholder to Canco is muitiplied by the aggregate fair market value of the Exchangeable
Shares received by the Shareholder, divided by the sum of such aggregate fair market value and
the amount, if any, by which the aggregate fair market value of the Ancillary Rights received by
the Shareholder exceeds the aggregate fair market value of the rights and benefits granted by the
Shareholder to Acquiror and Canco in respect of the Exchangeable Shares. The share portion
(expressed as a number) in respect of a transfer of Holdco Shares shall be equal to the number of
Shares obtained when the total number of Shares held by the Holdco the shares of which are
transferred by the holder thereof to Canco is multiplied by the aggregate fair market value of the
Exchangeable Shares received by such holder, divided by the sum of such aggregate fair market
value and the amount, if sy, by which the aggregate fair market value of the Ancillarv Rights
received by such holder exceeds the aggregate fair market value of the rights and benefits
granted by such holder to Acquiror and Canco in respect of the Exchangeable Shares.
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ARTICLE 3
RIGHTS OF DISSENT

3.1  Rights of Dissent

Holders of Shares may exercise rights of dissent with respect to such Shares pursuant to and in
the manner set forth in Section 190 of the Act as modified by the Interim Order and this
Section3.1 in connection with the Arrangement; provided that. notwithstanding
subsection 190(5) of the Act, the written objection to the Arrangement Resolution referred to in
subsection 190(5) of the Act must be received by the Corporation not later than 2:00 p.m.
(Calgary time) on the Business Day preceding the Shareholder Meeting. Holders of Shares who
duly exercise such rights of dissent and who:

(a) are ultimately determined to be entitled to be paid fair value for their Shares shall
be deemed to have transferred such Shares as of the Effective Time, without any
further act or formality and free and clear of all liens, claims and encumbrances,
to Callco, in consideration for a payment of cash from Callco equal to such fair
value; or

(b) are ultimately determined not to be entitled, for any reason, to be paid fair value
for their Shares, shall be deemed to have participated in the Arrangement, as of
the Effective Time, on the same basis as a non-dissenting holder of Shares who
did not make an election and shall receive cash on the same basis as holders of
Shares in respect of which no election has been made,

but in no case shall Acquiror, the Corporation, Canco, Callco or any other person be required to
recognize any Shareholder who exercises rights of dissent as a holder of Shares after the
Effective Time and the names of each such Shareholder shall be deleted from the register of
holders of Shares at the Effective Time.

ARTICLE 4
CERTIFICATES AND FRACTIONAL SHARES

4.1 Payment of Cash

At or promptly after the Effective Time, Callco shall deposit with the Depositary, for the benefit
of the holders of Holdco Shares, Shares, Options and Share Purchase Rights who will receive
cash in connection with the Amrangement, cash in an amount sufficient to satisfy all of the cash
payment obligations to Holdco Shareholders and Shareholders in connection with the acquisition
of Holdco Shares and Shares pursuant to the Arrangement (together with any unpaid dividends
or distributions deciared on the Shares, if any, prior to the Effective Time) and to holders of
Options or Share Purchase Rights required pursuant to Section 2.2(e) or otherwise under this
Plan of Arrangement. Upon surrender to the Depositary for transfer to Calico of a certificate
which immediately prior to or upon the Effective Time represented Holdco Shares or Shares in
respect of which the holder is entitled to receive cash under the Arrangement, together with (i) a
duly completed Letter of Transmittal and Election Form or Holdco Letter of Transmittal and
Election Form . (ii) such other documents and instruments as would have been required to effect
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the transfer of the Holdco Shares or Shares formerly represented by such certificate under the
Act and the by-laws of the Corporation, and (iii) such additional documents and instruments as

" the Depositary may reasonably require, the holder of such surrendered certificate shall be entitled

to receive in exchange therefor, and after the Effective Time the Depositary shall deliver to such
holder, the amount of cash such holder is entitled to receive under the Arrangement (together
with any unpaid dividends or distributions declared on the surrendered Shares or Shares owned
by the relevant Holdco, if any, prior to the Effective Time), and any certificate so surrendered
shall forthwith be transferred to Callco. No interest shall be paid or accrued on unpaid dividends
and distributions, if any, payable to holders of certificates that formerly represented Shares. In
the event of a transfer of ownership of such Shares or Holdco Shares that was mot registered in
the securities register of the Corporation or Holdco, as the case may be, the amount of cash
payable for such Shares under the Arrangement may be delivered to the transferee if the
certificate representing such Shares or Holdco Shares is presented to the Depositary as provided
above, accompanied by all documents required to evidence and effect such transfer and to
evidence that any applicable stock transfer taxes have been paid. Until surrendered as
contemplated by this Section4.l, each certificate which immediately prior to or upon the
Effective Time represented one or more outstanding Shares or Holdco Shares that, under the
Arrangement, were exchanged or were deemed to be exchanged for cash pursuant to Section 2.2
shall be deemed at all times after the Effective Time to represent only the right to receive upon
such surrender the cash payment contemplated by this Section 4.1.

4.2 Issuance of Certificates Representing Exchangeable Shares

At or promptly after the Effective Time, Canco shall deposit with the Depositary, for the benefit
of the holders of Holdco Shares and Shares who will receive Exchangeable Shares (and the
Ancillary Rights) in connection with the Arrangement, certificates representing the number of
Exchangeable Shares sufficient to satisfy all of the Exchangeable Share payment obligations to
Holdco Shareholders and Shareholders in connection with the acquisition of Holdco Shares and
Shares pursuant to the Arrangement (together with cash in an amount equal to the sum of any
unpaid dividends or distributions declared on the surrendered Shares or Shares owned by the
relevant Holdco, if any, prior to the Effective Time, and any payments for fractional shares
required by Section4.3). Upon surrender to the Depositary for transfer to Canco of a certificate
which immediately prior to or upon the Effective Time represented Holdco Shares or Shares in
respect of which the holder is entitled to receive Exchangeable Shares under the Arrangement,
together with (i) a duly completed Letter of Transmittal and Election Form or Holdco Letter of
Transmittal and Election Form, (i1) such other documents and instruments as would have been
required to effect the transfer of the Holdco Shares or Shares formerly represented by such
certificate under the Act and the by-laws of the relevant Holdco or the Corporation, and (iii) such
additional documents and instruments as the Depositary may reasonably require, the holder of
such surrendered certificate shall be entitled to receive in exchange therefor, and after the
Effective Time the Depositary shall deliver to such holder, a certificate representing that number
(rounded down to the nearest whole number) of Exchangeable Shares which such holder has the
right to receive (together with any unpaid dividends or distributions declared on the surrendered
Shares or Shares owned by the relevant Holdco prior to the Effective Time), and any certificate
so surrendered shall forthwith be transferred to Canco. No interest shall be paid or accrued on
the cash in lieu of fractional shares, if any, or on unpaid dividends and distributions. if any,
payable to holders of certificates that formerly represented Shares. In the event of a transfer of
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ownership of Holdco Shares or Shares that was not registered in the securities register of the
relevant Holdco or the Corporation, as the case may be, a certificate representing the proper
number of Exchangeable Shares (together with any unpaid dividends or distributions declared on
the surrendered Shares prior to the Effective Time) may be issued to the transferee if the
certificate representing such Holdco Shares or Shares is presented to the Depositary as provided
above, accompanied by all documents required to evidence and effect such transfer and to
evidence that any applicable stock transfer taxes have been paid. Until surrendered as
contemplated by this Section4.2, each certificate which immediately prior to or upon the
Effective Time represented one or more Holdco Shares or Shares that, under the Arrangement,
were exchanged or were deemed to be exchanged for Exchangeable Shares pursuant to
Section 2.2 shall be deemed at all times after the Effective Time, but subject to Section4.3, to
represent only the right to receive upon such surrender a certificate representing that number
(rounded down to the nearest whole number) of Exchangeable Shares (together with any unpaid
dividends or distributions declared on the surrendered Shares, or Shares owned by the relevant
Holdco, prior to the Effective Time) which such holder has the right to receive.

4.3 Distributions With Respect To Unsurrendered Certificates

No dividends or other distributions paid, declared or made with respect to Exchangeable Shares,
in each case with a record date after the Effective Time, shall be paid to the holder of any
unsurrendered certificate which immediately prior to the Effective Time represented outsianding
Holdco Shares or Shares that were exchanged for Exchangeable Shares pursuant to Section 2.2
unless and until the holder of such certificate shall comply with the provisions of Section 4.2.
Subject to applicabie law, at the time such holder shall have complied with the provisions of
Section 4.2 (or, in the case of clause (ii) below, at the appropriate payment date), there shall be
paid to the holder of the certificates formerly representing Holdco Shares or Shares, without
interest, (i) the amount of dividends or other distributions with a record date after the Effective
Time paid with respect to the Exchangeable Shares to which such holder is entitled pursuant
hereto, and (ii) on the appropriate payment date, the amount of dividends or other distributions
with a record daie after the Effective Time but prior to the date of compliance by such holder
with the provisions of Section 4.2 and a payment date subsequent to the date of such compliance
and payable with respect to such Exchangeable Shares.

4.4 No Fractional Shares

No certificates representing fractional Exchangeable Shares shall be issued upon compliance
with the provisions of Section4.2 and no dividend, stock split or other change in the capital
structure of Canco shall relate to anv such fractional security and such fractional interests shall
not entitle the owner thereof to exercise any rights as a security holder of Canco. In lieu of any
such fractional securities, each holder otherwise entitled to a fractional interest in an
Exchangeable Share will be entitled to receive a cash payment from the Depositary equal to the
product of such fractional interest and the Acquiror Average Price as of the Effective Date, such
amount to be provided to the Depositary by Canco, upon request. Such pavment with respect to
fractional shares is merely intended to provide a mechanical rounding off of, and is not
separately bargained for, consideration. If more than one certificate formerly representing
Holdco Shares or Shares is surrendered for the account of the same holder, the number of
Exchangeable Shares for which such certificates have been surrendered shall be computed on the
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basis of the aggregate number of Holdco Shares or Shares represented by the certificates so
surrendered. On the date of the notice referred to in Section 7.2 of the Exchangeable Share
Provisions, the aggregate number of Exchangeable Shares for which no certificates were issued
as a result of the foregoing provisions of this Section4.4 shail be deemed to have been
surrendered by the Depositary for no consideration to Canco.

4.5 Lost Certificates

In the event any certificate which immediately prior to the Effective Time represented one or
more outstanding Holdco Shares or Shares that were exchanged pursuant to Section 2.2 shall
have been lost, stolen or destroyed, upon the making of an affidavit of that fact by the holder of
Holdco Shares or Shares claiming such certificate to be lost, stolen or destroyed, the Depositary
will issue in exchange for such lost, stolen or destroyed certificate, any cash pursuant to
Section4.1 and/or one or more certificates representing one or more Exchangeable Shares
pursuant to Section4.2 (and any dividends or distributions with respect thereto) in each case
deliverable in accordance with Section 2.2. When authorizing such payment in exchange for any
lost, stolen or destroyed certificate, the holder to whom cash and/or certificates representing
Exchangeable Shares are to be issued shall, as a condition precedent to the issuance thereof, give
a bond satisfactory to the Corporation and Canco and their respective transfer agents in such sum
as any of them may direct or otherwise indemnify the Corporation and Canco in a manner
satisfactory to the Corporation and Canco against any claim that may be made against any of
them with respect to the certificate alleged to have been lost, stolen or destroyed.

‘4.6  Extinguishment Of Rights

Any certificate which immediately prior to the Effective Time represented outstanding Shares
that are not held by a Shareholder who has exercised its right to dissent in accordance with
Article 3 hereof and who is ultimately entitled to be paid fair value of the Shares held by such
Shareholder but was exchanged or was deemed to have been exchanged pursuant to Section 2.2,
that has not been deposited with all other instruments required by Section4.1 or Section 4.2, on
or prior to the earlier of the third anniversary of the Effective Date and the date of the notice
referred to in Section 7.2 of the Exchangeable Share Provisions shall cease to represent a claim
or interest of any kind or nature to such cash payment and/or as a holder of Exchangeable Shares.
On such date, the cash payment and/or the Exchangeable Shares (and any dividends or
distributions with respect thereto) to which the former holder of the certificate referred to in the
preceding sentence was ultimately entitled shall be deemed to have been surrendered for no
consideration to Callco or Canco, as the case may be, together with all entitlements to dividends,
distributions, cash and interest in respect thereof held for such former holder. None of Acquiror,
the Corporation, Canco, Callco or the Depositary shall be liable to any person in respect of any
cash payment or Exchangeable Shares (or dividends, distributions and/or cash in lieu of
fractional shares) delivered to a public official pursuant to and in compliance with any applicable
abandoned property, escheat or similar law.

4.7 Withholding Rights

Acquiror, the Corporation, Canco, Callco and the Depositary shall be entitled to deduct and
withhold from any dividend or consideration otherwise payable to any holder of Shares or
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Exchangeable Shares such amounts as the Corporation, Canco, Callco or the Depositary is
required to deduct and withhold with respect to such payment under the ITA, the Code or any
provision of federal, provincial, territorial, state, local or foreign tax law, in each case, as
amended. To the extent that amounts are so withheld, such withheld amounts shall be treated for
all purposes hereof as having been paid to the holder of the shares in respect of which such
deduction and withholding was made, provided that such withheld amounts are actually remitted
to the appropriate taxing authority. To the extent that the amount so required to be deducted or
withheld from any payment to a holder exceeds the cash portion of the consideration otherwise
payable to the holder, the Corporation, Canco, Callco and the Depositary are hereby authorized
to sell or otherwise dispose of such portion of the consideration as is necessary to provide
sufficient funds to the Corporation, Canco, Callco or the Depositary, as the case may be, to
enable it to comply with such deduction or withholding requirement and the Corporation, Canco,
Callco or the Depositary shall notify the holder thereof and remit any unapplied balance of the
net proceeds of such sale.

4.8 Termination of Depositary

Any Exchangeable Shares, together with any funds held by the Depositary, that remain
undistributed to former holders of Shares nine months after the Effective Date shall be delivered
to Canco or Callco upon demand therefor, and holders of certificates previously representing
Shares who have not theretofore complied with Section4.1 or Section 4.2 shall thereafter look
only to Canco or Callco for payment of any claim to cash, Exchangeable Shares, cash in lieu of
fractional shares thereof or dividends or distributions, if any, in respect thereof.

ARTICLE 5
CERTAIN RIGHTS OF CALLCO TO ACQUIRE EXCHANGEABLE SHARES

5.1 Callco Liquidation Call Right

(a) Callco shall have the overriding right (the "Liquidation Call Right"), in the event
of and notwithstanding the proposed liquidation, dissolution or winding-up of
Canco or any other distribution of the assets of Canco among its shareholders for
the purpose of winding-up its affairs, pursuant to Article 5 of the Exchangeable
Share Provisions, to purchase from ail but not less than all of the holders of
Exchangeable Shares (other than any holder of Exchangeable Shares which is an
affiliate of Acquiror) on the Liquidation Date all but not less than all of the
Exchangeable Shares held by each such holder upon payment by Callco to each
such holder of the Exchangeable Share Price applicable on the last Business Day
prior to the Liquidation Date (the "Liquidation Call Purchase Price") in
accordance with Section 5.1(c). In the event of the exercise of the Liquidation
Call Right by Callco, each holder shall be obligated to sell all the Exchangeable
Shares held by such holder to Callco on the Liquidation Date upon payment by
Callco to such holder of the Liquidation Call Purchase Price for each such
Exchangeable Share, whereupon Canco shall have no obligation to pay any
Liguidation Amount to the holders of such shares so purchased by Callco.
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(b)

(c)
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To exercise the Liquidation Call Right, Callco must notify Canco and the Transfer
Agent of Callco's intention to exercise such right at least 45 days before the
Liquidation Date, in the case of a voluntary liquidation, dissolution or winding-up
of Canco or any other voluntary distribution of the assets of Canco among its
shareholders for the purpose of winding-up its affairs, and at least five Business
Days before the Liquidation Date, in the case of an involuntary liquidation,
dissolution or winding-up of Canco or any other involuntary distribution of the -
assets of Canco among its shareholders for the purpose of winding up its atfairs.
The Transfer Agent will notify the holders of Exchangeable Shares as to whether
Callco has exercised the Liquidation Call Right forthwith after the expiry of the
period during which the same may be exercised by Callco. If Callco exercises the
Liquidation Call Right, then on the Liquidation Date, Callco will purchase and the
holders of Exchangeable Shares will sell all of the Exchangeable Shares then
outstanding for a price per share equal to the Liquidation Cail Purchase Price.

For the purposes of completing the purchase of the Exchangeable Shares pursuant
to the Liquidation Call Right, Callco shall deposit or cause to be deposited with
the Transfer Agent, on or before the Liquidation Date, the Exchangeable Share
Consideration representing the total Liquidation Call Purchase Price. Provided
that such Exchangeable Share Consideration has been so deposited with the
Transfer Agent, on and after the Liquidation Date, the holders of the
Exchangeable Shares shall cease to be holders of the Exchangeable Shares and
shall not be entitled to exercise any of the rights of holders in respect thereof
(including any rights under the Voting and Exchange Trust Agreement ), other
than the right to receive their proportionate part of the total Liquidation Call
Purchase Price payable by Callco, without interest, upon presentation and
surrender by the holder of certificates representing the Exchangeable Shares held
by such holder and the holder shall on and after the Liquidation Date be
considered and deemed for all purposes to be the holder of Acquiror Shares to
which such holder is entitled. Upon surrender to the Transfer Agent of a
certificate or certificates representing Exchangeable Shares, together with such
other documents and instruments as may be required to effect a transfer of
Exchangeable Shares under the Act and the by-laws of Canco and such additional
documents and instruments as the Transfer Agent may reasonably require, the
holder of such surrendered certificate or certificates shall be entitled to receive in
exchange therefor, and the Transfer Agent on behalf of Callco shall deliver to
such holder, the Exchangeable Share Consideration to which such holder is
entitled. If Callco does not exercise the Liquidation Call Right in the manner
described above, on the Liquidation Date the holders of the Exchangeable Shares
will be entitled to receive in exchange therefor the Liguidation Amount otherwise
payable by Canco in connection with the liquidation, dissolution or winding-up of
Canco pursuant to Article 5 of the Exchangeable Share Provisions.
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5.2 Callco Redemption Call Right

In addition to Calico's rights contamned in the Exchangeable Share Provisions, including the
Retraction Call Right (as defined in the Exchangeable Share Provisions), Callco shall have the
following rights in respect of the Exchangeable Shares:

(2)

(b)

(c)
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Callco shall have the overriding right (the "Redemption Cail Right"), in the event
of and notwithstanding the proposed redemption of the Exchangeable Shares by
Canco pursuant to Article 7 of the Exchangeable Share Provisions, to purchase
from all but not less than all of the holders of Exchangeable Shares (other than
any holder of Exchangeable Shares which is an affiliate of Acquiror) on the
Redemption Date all but not less than all of the Exchangeable Shares held by each
such holder upon payment by Callco to each such holder of the Exchangeable
Share Price applicable on the last Business Day prior to the Redemption Date (the
"Redemption Call Purchase Price") in accordance with 5.2(c). In the event of the
exercise of the Redemption Call Right by Callco, each holder of Exchangeable
Shares shall be obligated © sell all the Exchangeable Shares held by such hoider
to Callco on the Redemption Date upon payment by Callco to such holder of the
Redemption Call Purchase Price for each such Exchangeable Share, whereupon
Canco shall have no obligation to redeem, or to pay the Redemption Price in
respect of, such shares so purchased by Callco.

To exercise the Redemption Call Right, Callco must notify the Transfer Agent of
Callco's intention to exercise such right at least 60 days before the Redemption
Date, except in the case of a redemption occuring as a result of an Acquiror
Control Transaction, a Exchangeable Share Voting Event or an Exempt
Exchangeable Share Voting Event (each as defined in the Exchangeable Share
Provisions), in which case Callco shall so notify the Transfer Agent and Canco on
or before the Redemption Date. The Transfer Agent will notify the holders of the
Exchangeable Shares as to whether Callco has exercised the Redemption Call
Right forthwith after the expiry of the period during which the same may be
exercised by Callco. If Callco exercises the Redemption Call Right, then, on the
Redemption Date, Callco will purchase and the holders of Exchangeable Shares
will sell all of the Exchangeable Shares then outstanding for a price per share
equal to the Redemption Call Purchase Price.

For the purposes of completing the purchase of the Exchangeable Shares pursuant
to the Redemption Call Right, Callco shall deposit or cause to be deposited with
the Transfer Agent, on or before the Redemption Date, the Exchangeable Share
Consideration representing the total Redemption Call Purchase Price. Provided
that such Exchangeable Share Consideration has been so deposited with the
Transfer Agent, on and after the Redemption Date the holders of the
Exchangeable Shares shall cease to be holders of the Exchangeable Shares and
shall not be entitled to exercise any of the rights of holders in respect thereof
(including any rights under the Voting and Exchange Trust Agreement ), other
than the right to receive their proportionate part of the total Redemprion Cail
Purchase Price payable by Callco, without interest, upon presentation and
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surrender by the holder of certificates representing the Exchangeable Shares held
by such holder and the holder shall on and after the Redemption Date be
considered and deemed for all purposes to be the holder of Acquiror Shares to
which such holder is entitled. Upon surrender to the Transfer Agent of a
certificate or certificates representing Exchangeable Shares, together with such
other documents and instruments as may be required to effect a transfer of
Exchangeable Shares under the Act and the by-laws of Canco and such additional
documents and instruments as the Transfer Agent may reasonably require, the
holder of such surrendered certificate or certificates shall be entitled to receive in
exchange therefor, and the Transfer Agent on behalf of Callco shall deliver to
'such holder, the Exchangeable Share Consideration to which such holder is
entitled. If Callco does not exercise the Redemption Call Right in the manner
described above, on the Redemption Date the holders of the Exchangeable Shares
will be entitled to receive in exchange therefor the Redemption Price otherwise
payable by Canco in connection with the redemption of the Exchangeabie Shares
pursuant to Article 7 of the Exchangeable Share Provisions.

ARTICLE 6
AMENDMENT

6.1 Plan of Arrangement Amendment

The Corporation and Acquiror reserve the right to amend, modify and/or supplement this Plan of
Arrangement from time to time at any time prior to the Effective Time provided that any such
amendment, modification or supplement must be contained in a written document that is
(a) agreed to by Acquiror, (b) filed with the Court and, if made following the Shareholder
Meeting, approved by the Court, and (c) communicated to Shareholders in the manner required

by the Court (if so required).

Any amendment, modification or suppliement to this Plan of Arrangement may be proposed by
the Corporation and Acquiror at any time prior to or at the Sharehoider Meeting (provided that
Acquiror shall have consented thereto) with or without any other prior notice or communication,
and if so proposed and accepted by the persons voting at the Shareholder Meeting (other than as
may be required under the Interim Order), shall become part of this Plan of Arrangement for all

purposes.

Any amendment. modification or suppiement to this Plan of Arrangement which is approved or
directed by the Court following the Shareholder Meeting shall be effective only if it is consented
to by each of the Corporation and Acquiror, and if required by the Court or applicable law, it is
consented to by the Shareholders or the holders of the Exchangeable Shares, as the case may be.

Subject to applicable law, any amendment, modification or supplement to this Plan of
Arrangement may be made following the Effective Time unilaterally by Acquiror; provided that
it concerns a matter which, in the reasonable opinion of Acquiror, is of an administrative nature
required to better give effect to the implementation of this Plan of Arrangement and is not
adverse to the financial or economic interests of any Shareholders.
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ARTICLE 7
FURTHER ASSURANCES

7.1 Further Assurances

Notwithstanding that the transactions and events set out herein shall occur and be deemed to
occur in the order set out in this Plan of Arrangement without any further act or formality, each
of the parties to the Acquisition Agreement shall make, do and execute, or cause to be made,
done and executed, all such further acts, deeds, agreements, transfers, assurances, instruments or
documents as may reasonably be required by any of them in order further to document or
evidence any of the transactions or events set out herein.
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PartI

SCHEDULE D

ENSERCO SUBSIDIARIES

ENTITIES REGISTERED IN ALBERTA

-Company/Partriership -~~~ . | Status - - Description:
H &R Drilliﬁg Ltd, - Active Alberta corporation - Wholly‘owned
subsidiary of Enserco Energy Service
Company Inc.
Beta Well Service Inc. Active Alberta corporation - Wholly owned
subsidiary of Enserco Energy Service
Company Inc.
CORE Fabrication Inc. Active Alberta corporation - Wholly owned
subsidiary of Beta Well Service Inc.
Bonus Well Servicing Partnership | Active Alberta partnership
Current Partners: Enserco Energy Service
Company Inc. & Beta Well Service Inc.
H & R Drilling Limited Active Alberta partnership
Partnership Current Partners: H & R Drilling Ltd. &
Bonus Well Servicing Partnership
NON-ALBERTA ENTITIES
H & R Drilling Alaska Inc. Delaware Subsidiary of Enserco Energy Service
' Company Inc.
Bonus International Services Ltd. | Bermuda Subsidiary of Enserco Energy Service

Company Inc.

Bonus Holdings Inc.

British Virgin
[slands

Subsidiary of Bonus International Services
Ltd.

Bonus Well Servicing Australia Australia Subsidiary of Bonus Holdings Inc.
Pty Ltd.
Bonus Well Servicing Australia Australia Subsidiary of Bonus Well Servicing

(WA) Pty Ltd.

Australia Pty Ltd.
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Part 1

Inactive Foreign Subsidiaries

Petroquest Limited Cyprus Subsidiary of Beta Well Service Ltd.

Quest Energy Services Limited UK Subsidiary of Petroquest Limited

Anglo Stavropol Oil Company Cyprus Subsidiary of Petroquest Limited

Limited

ASTA-R Partnership Russia Subsidiary of Anglo-Stavropol Oil
Company Limited

Anglo Stavropol Petroleum Cyprus Subsidiary of Petroquest Limited

Limited

ASTA Partnership Russia Subsidiary of Anglo Stavropol Petroleum

Limited
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