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OVERVIEW OF THE CORPORATION

Western Plains Petroleum Ltd. (the “Corporation*\Western Plains” or “WPP”) is heavy oil producer based in
Lloydminster, Alberta. The Corporation was incorporated under the Busir@srporations Act (Alberta) on
November 19, 2004 and has traded on the TSX Veituchange (“TSXV”) since August 2006. Following iars
name changes and trading symbols the Corporatigarbegading under the symbol “WPP” on the TSXV argAst
25, 2009.

The Corporation focuses on the following strategies
1. production of conventional heavy oil,building on the core competency of its people;
2. acquisitions, exploration and development in theydminster area (Lloydminster is a border city X560
east of Edmonton, Alberta and 275 km west of SaskatSaskatchewan); and
3. careful control of development and production costs

GENERAL

This management discussion and analysis (“MD&A")Vdéstern Plains for the year ended December 310 201
contains financial highlights but does not contli@ complete financial statements of the Corponatibshould be
read in conjunction with the Corporation’s audifathncial statements for the years ended DecembeP@®L0 and
2009. Additional information is available on SEDARvww.sedar.comThe financial information presented herein
has been prepared on the basis of Canadian ggnacakpted accounting principles ("GAAP"). All refaces to
dollar amounts are in Canadian dollars.

This MD&A includes events up to April 29, 2011.

NON-GAAP MEASURES

The Corporation’s management uses and reportsirtengasures not prescribed by generally accepteduating
principles (referred to as “non-GAAP measures”)the evaluation of operating and financial perforo@an
Operating netback, which is calculated as averaufesales prices less unit royalties and operagigenses, and
corporate netback, which further deducts unit adstismtiive and interest expense, represent net oaetyin
calculations for every barrel of oil equivalentdsoNet debt, which is current assets less curneditagher financial
liabilities, is used to assess efficiency and foiahstrength. Operating netback, corporate nettzacknet debt do
not have any standardized meanings prescribed b4FGand therefore may not be comparable with theutation
of a similar measure for other companies. The Qaitpmn uses these terms as an indicator of finhpeidormance
because such terms are often utilized by investoesaluate junior producers in the oil and natges sector.



HIGHLIGHTS

Over the last two years Western Plains executdachtegy to eliminate $2.6 million of debt that wasgstanding at
December 31, 2008. Assets were sold to pay dowddbéand subsequently replaced with high potepti@berties
financed without debt. In executing this stratetlpye Corporation has developed a concentrated basetin close
proximity to its operational and corporate officas Lloydminster, Alberta. Key properties are Maumist,

Saskatchewan, Landrose, Saskatchewan and Lloydmimnsiberta. Development activity on the new prajesr
restored the Corporation to the Q4 08 productioelie This high potential property base, strong aga@ment and
governance team, and sufficient capital resourasstipn Western Plains well to execute its 2011 eligyment
program and to continue production growth into 2011

June 2010 Acquisition

Western Plains acquired 100% working interests etrgbeum and natural gas rights located approximaté
kilometers east of Lloydminster, in the Landroseaaof Saskatchewan. At the date of acquisitionpifumerty
included 920 acres, 1 producing well and 13 shut«tis. Consideration consisted of 10,000,000 comisizares
and the assumption of the related asset retireotdigiations.

August 2010 Disposition and Acquisition

Western Plains acquired a net 33 1/3% working @siein certain heavy oil assets located in the doinster,
Alberta area, comprised of 1,040 acres (347 netjuding 9 shut-in heavy oil wells (previously pumihg) and 5
standing cased wells (previously drilled but nompteted). Consideration was a combination of ctehjssuance
of common shares of the Corporation, the assumgticertain trade payables of the Vendor and siseimption of
the related asset retirement obligations.

To fund the acquisition, the Corporation divestedb@®6 undivided interest in all of its oil and gassets.
Consideration was a combination of cash proceedsransettlement of the related asset retiremeigadlons. The
same acquirer also purchased a 33 1/3% workingeisttén the assets described in the previous pephgiThis
partner is well financed and motivated for contishggowth.

These transactions significantly strengthened Hiarize sheet and positioned Western Plains foifisignt growth
on a more diversified property base.

Production and Revenue

Production, revenue and cash flow for this healpaiducer increased rapidly in Q4 10 to averade s for the
quarter. This is a significant increase over therage production for Q3 10 of 37 bbls per day afiécts the active
development program in Q4 10. The average produdtiothe year ended December 31, 2010 was 72gablgay
compared to 108 bbls per day for the year endecember 31, 2009. The lower average production fdr020
compared to 2009, was primarily a result of thegasstion in August 2010 and the limited period obguction
from the wells drilled and completed since Augut@

Western Plains, as operator, drilled 6 (net 2.4®csssful oil wells in 2010 on the Landrose, Sadlewan
property. The Corporation is holding productiodeeels conducive to long term optimization of tlesaurce.

The increased production had a positive impactastscper bbl, e.g. general and administrative es@@er bbl for
Q4 10 was $18.66 per bbl compared to the averagtndoyear ended December 31, 2010 of $23.41 peiTbis
expense per bbl would reduce to under $12.00 gef thte one-time bonus costs of $85,000 awarde@4nl0 were
eliminated. Similarly production and transportataosts for Q4 10 were $20.18 per bbl compareddatterage for
the year ended December 31, 2010 of $26.37 perdgalin demonstrating the economies of scale froghéri
production.



Revenue in 2010 benefited from higher oil priceent2009 as shown in the “Financial and Operatingi8aries”
on page 5. The realized prices per bbl for Q4 16 @4 09 were approximately the same. For the yadea
December 31, 2010, Western Plains’ realized prerebpl averaged $61.80 compared to $47.04 for ¢lae gnded
December 31, 2009. The latter is a result of they l@w oil prices in the first half of 2009 and eflected in the
benchmark prices shown in “Financial and OperatiGuemmaries” on Page 5.

Strengthening of Management and Governance

In October 2010, the Corporation announced thate®td. Glover, FCA was appointed as Vice-Presidéngnce
and Chief Financial Officer of the Corporation. MBlover is a valuable addition to the managementhef
Corporation, adding considerable industry expegenluding CFO roles with other listed entities.

In June 2010, the Corporation announced that Willia B. Koenig was appointed Director of the Cogtimmn. Mr.
Koenig brings many years of experience in corpdiiance and governance, with a focus on the allrzatural gas
industry.

OUTLOOK

Western Plains expects Q1 11 production to be appedely equal to the Q4 10 average production3& fbls per
day. The Q1 11 production is lower than earlielfjgztions due to three factors:

e Curtailment of production by a total of approximgt#00 bbls per day for the six new wells drilledthe
second half of 2010. Curtailed production overfifet year or two optimizes long term production.

* The harsh winter led to lost production and dowrllsvamounting to approximately 40 bbls per day.
Spring break up does not allow the Corporation éwerservice rigs to restore the down wells.

» Limited availability of drilling rigs in the Lloydimster area has delayed new drilling in Q1 2011ntéfiis
the peak drilling season in the north.

The new wells drilled in Q4 initially produced attes up to 100 bbls per day (gross). After anatyzinalogous
wells in the area, Western Plains reached the ueimi that long term production is optimized by tailing

production for the first 15,000 to 20,000 bbls. Weabroduced at these lower levels then produce ttie

production levels three to four times greater thvafis initially produced at high levels.

Western Plains has identified 25 (12.7 net) pottwtiilling locations for 2011 and beyond. The Gugtion is the
operator for all these locations. One well wasleffiin Q1 11 and a second location is licensedvailicbe drilled
right after break up. Several other locations aréhe process of being licensed with 3 gross weetjsected to be
drilled in Q2 2011, subject to rig availability.

The 2011 capital budget is $2.7 million and inclidkilling 12 wells (5.67 net) and the continuedjsition of
properties and mineral rights. Capital costs amgkted to be approximately $400,000 to $425,008yfor each
well, including drilling, completion and equippinglthough oil wells in this area can achieve praéhcrates up to
100 bbls per day, the Corporation holds productin80-50 bbls per day in order to optimize longrtearoduction
and reserves. Even at these curtailed productieeldethe Corporation is adding production at agipnately
$13,000 to $15,000 per flowing bbl.

This increased production leads to economies desga both production and transportation costs ljg#rand

general and administrative costs per bbl. The Qattjon expects that costs per bbl achieved in Q4010
approximately $24.00 per bbl for production andh$gortation costs and approximately $11.00 perfdrbyeneral

and administrative costs (after adjusting for the-ime bonus costs recorded in Q4 10) will beherreduced.

The Corporation continues to expand its land hgslithrough acquisitions of properties in close pmity to
existing land holdings and its corporate and ojanatcentre in the City of Lloydminster, Alberta.



On February 18, 2011 Western Plains announced rag-l@ngth farm out agreement for two LSDs on 2edéfht
sections in the Standard Hill and Buzzard areaSaskatchewan. Upon the payment of $40,000 to timeofa the
Corporation earned 50% of the farmor’s interestthanland and is required to pay 100% of the ctwsirill and
complete (or cap and abandon) one test well on gecB LSDs. Upon drilling, Western Plains may tmpéarn the
remaining 50% of the farmor’s interests in thesedfa The farmor earns a 6% gross overriding royaityany
resulting production. One of the locations has Heemsed and will be drilled immediately after &keup.

On March 30, 2011, the Corporation acquired, fromaeam’s length party, a 100% working interest inrgieum
and natural gas rights (320 acres) located immelglisadjacent to the Corporation’s existing propeirtythe
Maidstone area of west-central Saskatchewan fourahpse price of $750,000. The acquisition wascéffe
December 1, 2010. The Corporation assumed approadyn®148,600 of trade accounts payable from thedoe
and paid cash for the balance of the consideration.

The acquired property includes 10 heavy oil wélsértical and 1 horizontal) of which 1 is produgiat an average
rate of 15 bbls per day. The property also hasriztiatal water injection well. Western Plains inderto re-activate
the 9 shut-in wells and complete a workover onpifeelucing well to optimize production.

The Corporation is able to finance growth fromvitsrking capital, cash flows, the well-financed amdtivated
working interest partners and remaining creditliite$ with a Canadian chartered bank (for moreitietrefer to
“Liquidity and Capital Resources”).

LIQUIDITY AND CAPITAL RESOURCES

As at December 31, 2010, the Corporation had netking capital of $300,000 ($200,000 working capital
deficiency at December 31, 2009). In October 2019 Corporation finalized a credit facility agreemevith a
Canadian chartered bank, consisting of two faesiti

» arevolving operating facility with a limit of $80@00 and an interest rate of bank prime plus 1494,

» adevelopment facility with a limit of $300,000 aad interest rate of bank prime plus 2.0%.
Neither facility had been drawn as at or for theiquk ending December 31, 2010. Currently the Cafpon has
drawn $400,000 on the revolving facility. Given tioned production growth and increased cash floths,
Corporation expects to increase the credit fadilityts upon its next review in 2011.

In 2010 Western Plains issued common shares asvill

» January private placement - 1,877,500 common slzi®3.08 per share for gross proceeds of $150,200,

e June property acquisition — 10,000,000 common shaege issued at a deemed price of $0.15 per share,
as the sole consideration to acquire oil and gasests,

* August private placement — 266,667 common shar$8.46 per share for gross proceeds of $40,000,

» August property acquisition — 3,328,363 common ehavere issued at a deemed price of $0.15 per,share
as partial consideration to acquire oil and gasratts,

« November private placement - “flow-through” commsimare were issued at $0.22 per share for gross
proceeds of $941,800. Eligible capital expenditwe$273,000 were incurred in 2010 with a committnen
that the balance be incurred by December 31, 2@t2ruthe look back rules of the Income Tax Act
(Canada).

« December exercise of warrants — 3,352,941 shares issued at the exercise price of $0.15 for gross
proceeds of $502,941, and

e December private placement — 1,735,000 units wsseed at $0.18 per unit for gross proceeds of
$312,300. Each unit consisted of one common shadeae-half of one common share warrant, with each
whole warrant exercisable into one common shaanaxercise price of $0.25 per share for a perfod o
one year from the date of issuance. The fair vafube outstanding warrants was estimated to be0$94

As at December 31, 2010, the Corporation had 551531(30,259,774 at December 31, 2009) common share
outstanding, 867,500 warrants outstanding (3,3%28December 31, 2009, all of which were exerciee2D10 at
$0.15 per share) and 4,152,000 stock options autstg (1,452,000 at December 31, 2009) under dtsksbption
plan.

The Corporation is well positioned to finance con&d growth.



FINANCIAL AND OPERATING SUMMARIES

TABLE A - OPERATIONS BY QUARTER (Last 8 Quarters)

All production is conventional heavy oll

$000’s except for Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
Production and per share 2010 2010 2010 2010 2009 2009 2009 2009
Sales volume - total barrels 12,446 3,410 4,498 6,091 6,294 4,624 7,824 20,529
Sales volume - bbls/ day 135 37 49 68 68 50 86 228
Heavy oil revenue 756 222 288 394 389 277 411 770
Royalties (146) (32) (30) (73) (49) (50) (94) (172)
Production & transportation (296) (104) (175) (193) (161) (148) (1112) (258)
Operating net back 313 87 83 128 179 79 206 340
General and administrative (219) (136) (149) (101) (51) (135) (102) (155)
Interest & financing - - - - - - (58) (54)
Corporate net back (loss) 94 (49) (66) 27 128 (56) 46 131
Depletion & accretion (350) (59) (145) (112) (116) (1112) (101) (701)
Other (expenses ) revenue (123) - (144) - - 85** 423* -
Income (loss) for the period (379) (108) (355) (85) 12 (82) 368 (570)
Basic and diluted income (loss) per share (.008) (0.002) (0.011) (0.003) 0.000 (0.003) 0.017(0.027)
*gain on disposition of oil properties

**gain on settlement of debt

Royalties as % of petroleum revenue 19 14 11 19 13 18 23 22

Per bbl analysis Per bbl Perbbl Perbbl Perbbl Perbbl Perbbl Perbbl Per bbl
Heavy oil revenue 60.73 65.20 58.31 64.67 61.82 59.88 52.53 37.53
Royalties (11.76) (9.07) (6.57) (11.98) (7.75) (10.79) (12.06 (8.40)
Production and transportation (23.79) (30.39) (33.17) (31.75) (25.53) (32.02) .B (12.56)
Operating net back 25.18 25.74 18.57 20.94 28.54 17.07 26.30 16.57
General and administrative (17.62) (39.99) (33.21) (16.59) (8.11) (29.31) @3. (7.55)
Interest and financing - - - - - - (7.36) (2.63)
Corporate netback (loss) 7.56 (14.25) (14.64) 4.35 20.43 (12.24) 5.83 6.39
Depletion & accretion (28.12) (17.37) (32.21) (18.34) (18.47) (23.95) .13 (34.15)
Other (expenses) revenue (9.87) - (32.06) - - 18.42 54.05 -
Income (loss) for the period (30.43) (31.62) (78.92) (13.99) 1.96 (17.77) 46.98(27.76)
WPP revenue prices 60.73 65.20 58.31 64.67 61.82 59.88 52.53 37.53
Benchmark prices

Edmonton light 40 API 80.71 76.02 75.46 80.31 76.75 71.70 66.19 50.15
Hardisty heavy 12 API 62.30 60.57 59.67 68.79 64.03 60.90 58.07 39.38
Heavy oil differential 18.41 15.45 15.79 11.52 12.72 10.80 8.12 10.77
Funds (invested in) recovered from

petroleum properties (1,427) 263 (157) (69) (212) (778) 2,703 (50)




FINANCIAL AND OPERATING SUMMARIES
TABLE B -OPERATIONS FOR THE YEARS ENDED DECEMBER 31, 2010, 2009 and 2008

All production is conventional heavy oll

$000’s except for

Production and per share 2010 2009 2008
Production - total barrels 26,444 39,271 44,382
Production - bbls/ day 72 108 121
Heavy oil revenue 1,634 1,847 3,134
Royalties (280) (365) (761)
Production & transportation (742) (677) (761)
Operating net back 612 805 1,612
General and administrative (606) (463) (896)
Interest & financing - (92) (171)
Corporate net back (loss) 6 250 545
Depletion & accretion (666) (1,029) (1,280)
Other (expenses ) revenue (267) 508* (77)
Income (loss) for the period (927) (272) (812)
Basic and diluted income (loss) per share (0.023) (0.011) (0.055)
*gain on disposition of oil properties +
gain on settlement of debt
Royalties as % of petroleum revenue 17 20 24
Per bbl analysis Per bbl Per bbl Per bbl
Heavy oil revenue 61.80 47.04 70.62
Royalties (10.58) (9.31) (17.14)
Production and transportation (28.07) (17.25) (17.14)
Operating net back 23.15 20.48 36.34
General and administrative (22.92) (11.80) (20.08)
Interest and financing - (2.35) (3.85)
Corporate netback (loss) 0.23 6.33 12.41
Depletion & accretion (25.18) (26.21) (28.86)
Other (expenses) revenue (10.10) 10.77 (1.84)
Income (loss) for the period (35.05) (9.10) (18.29)
FINANCIAL AND OPERATING SUMMARIES
TABLE C — BALANCE SHEET
$000’s
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
2010 2010 2010 2010 2009 2009 2009 2009
Net working capital (deficiency) 265 (80) (322) (103) (208) (377) 174 (2,575)
Total assets 7,070 5,026 4,242 2,323 2,453 2,297 2,034 4,288
Total liabilities 2,095 1,473 1,120 483 674 783 637 3,258
Shareholders equity 4,975 3,553 3,122 1,840 1,779 1,514 1,397 1,030
SHARES 000’s
Basic outstanding 55,101 45,732 42,137 32,137 30,260 26,907 21,227 ,2271
Weighted average 48,749 43,544 33,456 31,929 28,000 26,907 21,227 ,2271



OPERATING RESULTS

Production volumes and revenues (refer to Financisednd Operating Summaries on pages 5 & 6)

Q4 10 average production was 135 bbls per day coedp Q4 09 average production of 68 bbls per day.
Production for the year ended December 31, 201taged 72 bbls per day compared to production ytdar
ended December 31, 2009 which averaged 108 bbidgyer

The following property transactions and developmactivities (all heavy oil properties near Lloydrsiiar,
Alberta) affected average production levels andlarpmost of the quarter over quarter variancestlier 8
guarters shown in the “Financial and Operating Sanms” on the prior two pages:

Q2 2009 - disposed of all producing wells in theld@a Lake and Rush Lake areas of Saskatchewan
reducing production by approximately 180 bbls pay.d

Q3 2009 — acquired six (6 net) non producing wells.

Q4 2009 —activated and put on production non-privgueells acquired in prior quarter.

Q2 2010 — acquired the Landrose, Saskatchewan giypp&th common shares as compensation.

Q2 2010 — consummated Joint Operating Agreemerd)d@ming WPP as field operator, for a property
targeted for acquisition. All wells were shut in.

Q2 2010 - reactivated several of the shut in wefider the JOA, and earned operating fees which have
been recorded as a reduction of production expenses

Q2 2010 — performed successful workovers on twaet wells which were shut in for two months ptior
and during the workover process.

Q3 2010 — disposed of 50% working interest in adiqucing and non producing properties.

Q3 2010 — acquired a 33 1/3% working interest ia flioperty for which Western Plains was field
operator.

Q3 2010 —completed and put on production 2 (0.8 afe5 wells (drilled and cased but not previously
completed) on the acquired property.

Q3 2010 —drilled one well (0.25 net) in the Land@r@gea with Western Plains as operator. A farm in
partner paid 100% of the costs subject to a 10%entible gross overriding royalty (GORR) of whicBo5

is payable to the Corporation until payout. At patym April 2011, Western Plains opted to take &025
working interest in lieu of retaining the GORR.

Q4 2010 — drilled and put on production 5 (2.5 me)ls in the Landrose, SK area.

Q4 2010 — completed and put on production 2 (.@idjtenal wells (drilled and cased but not previgus
completed) on the property acquired in August 2010.

Q4 2010 - performed workovers on three (2 net) swellrestore or increase production.

Q1 2011- entered into a farm-out agreement to aeguio LSDs on two different sections of land ie th
Standard Hill and Buzzard areas of Saskatchewan.

Q1 2011 —drilled and completed 1 successful eil {0.33 net) on the Blackfoot heavy oil propdriythe
Lloydminster, Alberta area as the first well inraposed 3 well (1 net) program

Q1 2011 — acquired additional petroleum and nagmalinterests (100% WI in 320 acres) in the Maiukst
area of west-central Saskatchewan and expects/eoummto 5 wells reactivated and on production ayM
2011. The acquisition included 1 producing wellgiapximately 15 bbls/day) and 9 shut in wells. Work
will commence to reactivate the shut in wells in TJ2

The Corporation will continue to increase productim this more diverse property base.



Oil Pricing (refer to Financial and Operating Summaies on pages 5 & 6)

All of Western Plains’ crude oil consists of heasiyproduced in Saskatchewan and Alberta that iskatad
based on refiners’ posted prices for Western Camaielect heavy oil, adjusted for the quality (puity
density) of the crude oil on a well by well basifie majority of Western Plains’ heavy oil rangesiensity
from approximately 13.6° API to 15.9° API. The refis’ posted prices are influenced by the US$ WTI
reference price, transportation costs, US$/C$ exghaates and the supply/demand situation of paatic
crude oil quality streams during the year. The gwicealized by Western Plains on heavy oil salesat of
treating fees, blending costs, required for itsvigegrades of oil to meet pipeline stream specificat, and
pipeline tariffs.

Though crude oil prices increased during 2010, ghiee differential between heavy and light crudé oi
increased in the second half of 2010 primarily tu@ transportation disruption resulting from theenweek
maintenance shut-down of a pipeline that carriesa@gn crude oil to refineries in the U.S. Midwdatrther
short term maintenance shut-downs of this pipefollbwed in January and February 2011, with product
delivery rates having been largely restored ad@fdate hereof. As a result Western Plains realiregverage
oil price of $60.73 per bbl in Q4 10 as compare®6.82 in Q4 09, though the differential betweeardisty
heavy and Edmonton light oil increased to $18.41Q# 10 from $12.72 in Q4 09. For the year ended
December 31, 2010, WPP realized an average pri¢&1BO0 per bbl compared to $47.04 per bbl foryser
ended December 31, 2009.

Royalties (refer to Financial and Operating Summarés on pages 5 & 6)

Q4 10 includes the higher production volumes frdwa newly drilled wells. The higher production volesn
and strong oil prices triggers a higher royaltydsuir under the crown regimes. This explains thedriglverall
burden in Q4 10 of 19% compared to 13% in Q4 09148 in Q3 10.

The production decline and lower prices in Q3 16 @2 10 compared to Q1 10 reduced the overall tpyal
burden under the declining scale method of detengiAlberta and Saskatchewan crown royalties. Aahyy
refund was received and recorded in Q2 10. Thisaemgthe shift of royalty expense as a % of reeeoiul1%

in Q2 10 compared to 14% in Q3 10 and 19% in Q1 10.

Production and transportation costs (refer to Finartial and Operating Summaries on pages 5 & 6)

Major repairs or a workover in a quarter signifidpincrease costs per bbl given the small productiolumes

of the Corporation. This was significant in Q2 19the service rig costs for the two workovers nmd
above totaled approximately $47,000 ($10.45 pej. Bérvice rig costs in Q4 2010 amounted to $24,000
($1.93 per bbl)

Winter operating costs are higher than other seaasrcertain costs (e.g. snowplowing) are incuomg in
cold weather. Heavy oil production costs tend tchigder than light oil production costs. WPP trarsation
costs are low and comprise only the trucking o&sleil short distances to the sales terminal.

A significant portion of production costs are fixadd therefore production expense per bbl vargpafggantly
with volume. The increased production in Q4 10 oedluproduction costs per bbl for Q4 10 to $23.70kL
(2010 averaged $28.07 per bbl) and that level sf per bbl or lower is expected for 2011.



General and administrative (G&A) (refer to Financial and Operating Summaries on pages 5 & 6)

As production increases as a result of developmemk and further acquisitions, G&A costs per bbllwi
reduce significantly as these costs tend to belfikg4 10 costs include year- end bonuses total3fgopo, a
significant portion of the total Q4 10 costs of $2M00. Including the bonus expense, G&A costs in Q4
amounted to $17.62 per bbl. If the bonus expensedkided G&A costs per bbl in Q4 10 amount to juster
$11 per bbl, much lower than the 2010 annual aeeg$22.92 per bbl. The Corporation expects simila
economies of scale as production continues to asere

As the sales volumes in the first three quarte0ih0 were in the range of 3,400 to 6,100 bblgtiratly small
changes in G&A costs in a quarter had a signifigamgact on cost per bbl. Legal, accounting, adyisor
regulatory and travel expenses were incurred inLQ2nd Q3 10 related to the property transactiowisthe
annual general and special shareholder meetingna 2010. These increased costs account for tferatite
between Q1 10 G&A costs of $101,000 compared to1lQ2and Q3 10 costs of $149,000 and $136,000
respectively. These increased costs combined \wihldwer production volumes drove G&A costs per bbl
much higher in Q2 10 ($33.21 G&A costs per bbl) 8110 ($39.99 G&A costs per bbl) compared to Q1 10
($16.59 per bbl).

The Corporation contracts all G&A services and hasemployees. This includes the President and CEO
position for which consulting fees are paid to apooation with an officer and director in commontiwi
Western Plains.

Q4 09 G&A expenses are lower than prior quartessidypart to the capitalizing of general and adstmtive
costs and certain geological costs for the enti#aryn that quarter. The overhead was capitalizeskdh on
standard rates used in the industry.

Interest and financing (refer to Financial and Opeating Summaries on pages 5 & 6)

There was no interest expense after Q2 09 as it habt and a note payable were retired by Julp20@rtain
financing costs were incurred in 2010 and reco@®deneral and administrative expense. These weststo
establish the bank credit facilities including Iefges and commitment fees charged by the bankiniopest
was incurred in 2010 as the Corporation did notvdra the facilities until 2011.

Depletion and accretion (D&A) (refer to Financial and Operating Summaries on pages 5 & 6)

D&A expense amounted to $28.12 per bbl in Q4 1tgmared to $18.47 per bbl in Q4 09. For the yeaednd
December 31, 2010 D&A expense amounted to $25.1®lpecompared to $26.21 per bbl for the year ended
December 21, 2009. Depletion expense is a funatiomolume produced as it is computed on a “units of
production” basis using the full cost accountindiqgyo The depletion rate is computed based on totaved
bbls as determined by the independent reserve @&ealSignificant development costs were expende@4

10 as 5 wells (2.5 net) were drilled. The totalvam reserve bbls were conservatively determinethasvells
have been on production only a few months. The Qgh10 costs combined with conservative total pdove
reserve bbls led to the higher depletion per big)4n10 compared to Q3 10 and Q4 09.

Probable reserves for the Corporation’s properdies significant. Under International Financial Rejng
Standards (IFRS) energy companies may choose thnvegrplus probable basis for the computation of
depletion. As probable reserves are determineddbase probability of recovery of 50% or more, thisader
depletion base under IFRS will generate a moreistaalestimate of real depletion. See “New Accoogti
Standards” herein.

The decrease in volume following the property sal&ay 2009 lowered the total expense for depletiod
accretion. The sale proceeds, net of the gain, ererdited against the accumulated capital costscing costs
subject to depletion in later quarters. The impactdepletion was greater than 20% and thus a gas w
recorded on this disposition as required under @ianeaccounting standards for the full cost method.



INCOME TAX

The Corporation had the following tax pools:

Annual December 31, December 31,

Deduction 2010 2009
Nature of tax pool Available-% $000's $000's
Canadian oil and gas property expense (COGPE) 10 5712, 1,156
Canadian development expense (CDE) 30 536 -
Canadian exploration expense (CEE) 100 334 606
Specified foreign exploration & development expense 10 472 525
Undepreciated capital cost (UCC) 25 810 16
Share issue costs 20 92 43
Non capital loss carry forward 100 1,200 493

The non capital loss carry forward expires in 2622030.

The recovery of income taxes in 2010 relates torémuncement in 2010 of certain tax expendituoeBotv
through share investors. The Corporation has matrded any future tax asset or liability, nor hagcorded any
tax recovery related to its operating losses in92602010, due to the uncertainty of the Corporesiability to
fully utilize the available income tax pools agaiits future income.

Sufficient eligible capital expenditures were inedr in 2010 to meet all remaining commitments frdlaw
through” common shares issues in 2008 and 2009v fhwough common shares issued in November 2010
requires that eligible expenditures of $941,800rmeirred by December 31, 2011. Approximately $2@8,0f
eligible expenditures was incurred in 2010 with Itlaéance to be incurred in 2011. The full amouns vemounced

in March 2010 and effective December 31, 2010 utttkefook back rule.

The Corporation is eligible to substitute up torillion development expenditures for exploratiorpemditures
because its taxable capital is under the limitd8 #illion as prescribed in the Income Tax Act (Eda).

CRITICAL ACCOUNTING ESTIMATE

Management is often required to make judgmentsjnaggons and estimates in the application of gdlyera
accepted accounting principles that may have &fgignt impact on the financial results of the Cangtion. The
Corporation’s significant accounting policies assdibed in Note 2 to the financial statements. fobHewing is a
discussion of the accounting estimates that atiearin determining the Corporation’s financiasudts.

@) Property and equipment

@ Oil and natural gas reserves

The Corporation’s proved oil and gas reserveseatthrent and prior year end were evaluated and
reported on by an independent petroleum engine@angultant. The estimation of reserves is a
subjective process. Forecasts are based on erigmekata, projected future rates of production,
estimated commodity price forecasts and the tinoihfiture expenditures, all of which are subject
to a number of uncertainties and various interficeta. The Corporation expects that over time its
reserve estimates will be revised upward or dowdvirsed on updated information such as the
results of future drilling, testing and productitevels. Proved reserve estimates can have a
significant impact on net earnings, as they areyadomponent in the calculation of depletion on a
unit of production basis. Downward revisions teem¥e estimates could also result in an impairment
of oil and natural gas property and equipment.
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(b)

(b)

(©

(i) Full cost accounting and depletion
The alternative method of accounting for oil andurel gas properties and equipment is the
successful efforts method. A major difference pplging the successful efforts method is that
exploratory dry holes and geological and geophi/sixgloration costs would be charged against net
earnings in the year incurred rather than beingal&ed to property and equipment.
The unit-of-production method of depletion is based estimated proven reserves. Changes in
estimated proven reserves or future developmeis base a direct impact on depletion expense.

(iii) Impairment-ceiling test
The ceiling test uses future prices determinechbyirtdependent reserve evaluator adjusted for price
differentials specific to the Corporation and cdesiéd reasonable and relevant to Western Plains’s
products and showed no impairment. The value déveloped land was included, with the value
taking into account the remaining lease periodtlfi@ mineral rights. Mineral leases require the
Corporation to develop the resource or lose thelgetm and natural gas rights.

Asset retirement obligations

Western Plains’s asset retirement obligation isebasn the Corporation’s net ownership in wells and
facilities. Determination of the current retiremensts is based on estimated abandonment and eaiam
costs for each well. To estimate future retireneagts, Western Plains applied a 2% inflation fagtbich

it believes is reasonable over the long term armbissistent with rates used by others in the imgiugthe
credit adjusted risk free rates of 8-10% to discaetirement costs to the current reporting dateese
rates are reasonable given the environment fotalegrid credit and consistent with rates used bgrstin
the industry. Expected retirement dates range 2048 to 2029. This estimate is based on the exgecte
productive life of the wells and regulatory requients.

Stock-based compensation

Western Plains used the Black Scholes option grichodel to determine the fair value of stock based
compensation at the grant date which requires ietagement estimate the risk free interest rate, th
expected life of the of the securities, the expkdierfeiture rate and the expected volatility o th
Corporation’s share price over the life of the ops. These estimates may vary from the actualalifeé
volatility.

Future income tax

The asset and liability method of accounting faoime taxes requires determination of substantaibcted
income tax rates. The Corporation estimates tlgeusating and tax values during the period over twhic
temporary difference are likely to reverse and tates expected to be effective when the temporary
differences reverse. The estimated future tax igiams are subject to revisions, both upwards and
downwards, that are not known at this time. Inittmlito these revisions, future capital activit@s impact
the timing of the reversal of any temporary differes. These differences can have an impact omntioeint

of future taxes determined at a point in time, &mdhe extent that these differences are creabey, ¢an
impact the charge against earnings for future taxdse Corporation evaluates future income taxtagse
make a determination of whether the assets wilelbézed. A valuation allowance has been takerdas
management’s assessment that it is more likely tiorf50% probability) that the income tax recovedif

not occur. A valuation allowance for the full ambofithe estimated future income tax asset wasdedoat
December 31, 2010 and at December 31, 2009.
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NEW ACCOUNTING STANDARDS
International Financial Reporting Standards

International Financial Reporting Standards (“IFRS8Fe to be followed by Canadian public companiéscéve
January 1, 2011. Comparative financial statememt<2010 will also be required to follow IFRS. Thalfcost
accounting method now used by the Corporation tscoasistent with IFRS which will require reportimgore
consistent with successful efforts. The Corporatias completed the following key elements of itsnpfor the
changeover:

» Finalized IFRS accounting policies and change@tntial disclosure;

» Completed the implementation of the new IFRS coibfbil and gas accounting system w; and

» Reviewed and modified internal controls as necgssar

Accounting Policy Choices

Western Plains’ significant areas of impact inclymleperty and equipment (“P&E”), assets retirerm@siigations
(“ARO"), impairment testing, and income taxes. Tbkowing discussion provides an overview of theseas, as
well as the exemptions available under IFRSFitst-time Adoption of International Reporting Stmds In
general, IFRS 1 requires first time adopters toosgtectively apply IFRS, although it does provigeianal and
mandatory exemptions to these requirements. Wes$tkins is eligible for certain of these exempti@m has
chosen to adopt certain exemptions as describedvb®Vestern Plains will continue to update its IFEtfangeover
plan to reflect new and amended accounting stasdastied by the International Accounting Stand&alsrd. The
nature and preliminary estimates of certain ofl[HRS impacts are provided below.

Property and equipment (P&E)

Under Canadian GAAP, Western Plains follows the £#Cguidelines on full cost accounting in which absts
directly associated with the acquisition of, thelexation for, and the development of natural gad arude oil
reserves are capitalized into one cost pool as &kfestlains operates only in Western Canada. Costsvaulated in
this full cost pool are depleted using the unipodduction method based on proved reserves detedmising
estimated future prices and costs. Upon transtidifRS, Western Plains will be required to adapt/raccounting
policies for each of pre-exploration costs, expgioraand evaluation costs and development costs.

Western Plains will adopt the IFRS 1 exemption,clibéllows the Corporation to deem its January 102-RS
P&E costs to be equal to its Canadian GAAP histbnet book value. On January 1, 2010, the IFRSoexton
and evaluation costs will be equal to the Cana@a@P unproved properties balance ($nil for Westelains) and
the IFRS development costs will be equal to thedost pool balance. Western Plains expects taatothis full
cost pool to the area level cost pools based @etbnomic valuation (present values based on adi€86unt rate)
as determined by the independent reserve evalatecember 31, 2009.

Pre-exploration costs are those expenditures iadysrior to obtaining legal right to explore andsibe expensed
as incurred under IFRS. Currently, Western Plaastalizes and depletes pre-exploration costs withé full cost
pool.

IFRS Impact on the Financial Statements of Weddaims Petroleum Ltd.
Historically pre-exploration costs were not mateigaWestern Plains and are not material for 2010.

Exploration and evaluation costs (e.g. costs irelimo acquire petroleum and natural gas rightshercosts of
drilling exploration wells) are those expenditurfess an area or project for which technical fead#ipiland
commercial viability have not yet been determinddder IFRS, Western Plains will initially capitaizhese costs
as Exploration and Evaluation assets on the balsheet. When the area or project is determineck ttechnically
feasible and commercially viable, the costs willthensferred to property and equipment (P&E). Uovecable
exploration and evaluation costs associated withraa or project will be expensed.
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IFRS Impact on the Financial Statements of Weddaims Petroleum Ltd.

Western Plains had not allocated any costs to widped property at January 1, 2010. It did not drily
exploration wells in 2009 or 2010. The Corporatigifi not assign any of its petroleum and naturas ga
properties held on January 1, 2010 to exploratimhevaluation assets.

Development costs include those expenditures foarea or projects where technical feasibility anthmercial
viability (i.e. producing and other proved reserese been assigned by the independent reserveatwg! have
been determined. All costs at January 1, 2010ilallocated to this category and be subject tdetlop as was
done under Canadian generally accepted accountiimgigies. Under IFRS, Western Plains will contintge
capitalize these costs within P&E on the balane=sHowever, the costs will be depleted on a ofsfiroduction
basis over an area level (unit of account) instefatie full cost pool currently utilized under Cdien GAAP.

IFRS Impact on the Financial Statements of Weddaims Petroleum Ltd.

Western Plains will establish two development atezing Saskatchewan heavy oil properties and Adbert
heavy oil properties. The Saskatchewan and Alkestets are similar in terms of geological, enginger
operational, marketing and pricing factors and iarelose geographic proximity to the Corporation’s
corporate and operational centre in the City ofyHiminster, Alberta. However the different provircia
royalty, environment and other regulatory regimesld result in materially different reserve and m@mic
valuations of reserves in the future. Depletiontloa unit-of-production method and impairment wid b
applied on these two areas separately rather thansingle cost centre as is now the case undexdan
GAAP. This change to area level computation of eiéph expense is not expected to have a material
impact on the depletion expense to be reportedrdfeRsS for 2010.

IFRS allows the Corporation to choose proved phabable reserves over which capital costs are teberded as
depletion expense under the units of productiorhotebf computing depletion expense, whereas CandsliRAP
prescribes only proved reserves as the reservedvasavhich capital costs are to be recorded aketiep expense.
Upon conversion to IFRS, the Corporation will adppbved plus probable reserves as the reserve fbathe
computation of depletion expense on the units ofipction method.

IFRS Impact on the Financial Statements of Weddains Petroleum Ltd.

This change will materially reduce depletion exgeri® illustrate the potential impact, the Corpiorat

had total proved reserves at December 31, 20021000 bbls compared to proved plus probable reserv
of 490,000 bbls as determined by an independeetwegvaluator. Although other IFRS changes in
accounting policies (e.g. lower discount rates initrease asset retirement costs capitalized g0

and equipment) will also impact the computatiomepletion expense, this four fold increase in the
depletable reserves would reduce depletion expenapproximately the same factor.

Under IFRS, divestures of petroleum and naturalpgaperties will generally result in a gain or lgssognized in
net earnings. Under Canadian GAAP, proceeds oftituees are normally deducted from the full casblpwithout
recognition of a gain or loss unless the deductionld result in a change to the depletion rate @fp2rcent or
greater, in which case a gain or loss is recorded.

IFRS Impact on the Financial Statements of Weddaims Petroleum Ltd.

The disposition by Western Plains in Q3 10 did nesult in the recording of a gain or loss under actem
GAAP. However under IFRS the Corporation expectsrdcord a loss on disposal in the financial
statements. This immediate recognition of a losduces the costs subject to future depletion and
consequently future depletion expense will be lower

Impairment

Under Canadian GAAP, Western Plains is requiregtognize an upstream impairment loss if the cagrgimount
exceeds the undiscounted cash flows from proveerves for the full cost pool. If an impairment ldssto be
recognized, it is then measured at the amount déine/ing value exceeds the sum of the fair valusdalinted,
future, estimated cash flows) of the proved andabde reserves and the costs of unproved properties
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Under IFRS, Western Plains is required to recogaim measure an impairment loss if the carryingevaixceeds
the recoverable amount for a cash-generating wper@ting assets generating independent cash fldwsjer
IFRS, the recoverable amount is the higher ofvfalue less cost to sell and value in use. Impaitr@sses, other
than goodwill, are reversed under IFRS when thesmiincrease in the recoverable amount.

IFRS Impact on the Financial Statements of Weddains Petroleum Ltd.

Western Plains will group its P&E assets into twstc-generating units based on the independencesbf ¢
inflows from other assets or other groups of as§dte Corporation has identified Saskatchewan heévy
assets and Alberta heavy oil assets as its twolaf@went areas and each will be considered as a cash
generating unit. As provincial government policynche a significant determinant of cash flows this
provincial distinction will determine cash genemgtunits although in every other respect the prigeare
similar. These two cash generating units were eashed for impairment at January 1, 2010. No
impairment was observed which was the same reqwdnvthe impairment test was applied on the single
cost centre basis under Canadian GAAP.

Asset Retirement Obligation (ARO)

Under Canadian GAAP, ARO is measured as the edinédir value of the retirement and decommission
expenditures expected to be incurred and discouwrtigd) credit adjusted risk free discount rategstihg liabilities
are not re-measured at each period end using ¢ufigrount rates. Under IFRS, ARO is measured ag#timate

of the expenditures to be incurred and allows g&af current risk free discount rates at eacheasurement date.
Western Plains intends to utilize risk free ratber than credit adjusted risk free rates. Theawhpf the change in
discount rates is recorded as a part of the aoccretipense (categorized as a financing expense UFid8) for the
period. As a result of Western Plain’s intended ofsthe IFRS 1 assets exemption, the Corporatiordsired to
revalue its January 1, 2010 ARO balance and, réezeghe adjustment if any, in retained earnings.

IFRS Impact on the Financial Statements of Weddaims Petroleum Ltd.

Risk free discount rates are lower than the Cotpora credit adjusted risk free rates and therefibre
asset retirement obligation under IFRS will be ggeahan under Canadian GAAP. Since the initial
recording of that provision is recorded as an aaulito P&E, that carrying value and depletion exgeen
will be greater under IFRS than under Canadian GAAP

The asset retirement obligation for Western PlainBecember 31, 2009 is estimated to be approxiyate
$338,000 under IFRS compared to $192,000 under diamaGAAP. The difference of approximately
$146,000 will be recorded as an adjustment to methiearnings at January 1, 2010, upon conversion to
IFRS. Accretion expense is not material to Weskains as the total expense in 2010 is estimatdwsb to
approximately $15,000 under Canadian GAAP. IFR3eaitn expense will not be materially different.

Income Taxes

In transitioning to IFRS, the Corporation’s futue liability will be impacted by the tax effectssulting from the
IFRS changes discussed above. Western Plains uestio assess the impact that the IFRS incomeriagiges
may have on the Corporation.

Other IFRS Considerations

Business combinations and joint ventures enterdprior to January 1, 2010 will not be retrospedlt restated
using IFRS principles. One of the significant diffaces is that transaction costs are expensed thtre recorded
as a component of the purchase equation.

IFRS Impact on the Financial Statements of Weddains Petroleum Ltd.

Transaction costs of approximately $136,000 wecarired on property acquisitions in 2010 and wecended
as property and equipment in 2010 and then depéstquhrt of the full cost base under Canadian GAARSse
costs will be expensed immediately under IFRS. Bifyitransaction costs totaling approximately $00,
were deducted from the proceeds of the Q3 10 dispogcredited to the full cost pool) and undeRE the
Corporation will record those costs as expense.
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Business Combinations

CICA Handbook Section 1582, “Business Combinatioestablishes revised principles and requirementshi®
acquisition method for business combinations aftatad disclosures. This standard will be adoptedbitsiness
combinations included in the 2010 comparative faiannformation in the 2011 financial statementsier IFRS.

Consolidated Financial Statements

CICA Handbook Section 1601 “Consolidated FinanSi@tements”, together with Section 1602 below,biistaes
revised principles and requirements for the prejaraf consolidated financial statementis standard will be
adopted effective January 1, 2011.

Non-controlling Interests

CICA Handbook Section 1602 “Non-controlling Intasgsestablishes revised principles and requireméntshe
accounting for a non-controlling interest in a sdiasy in consolidated financial statements subsatiuio a
business combination. The standard requires a ontrailing interest in a subsidiary to be classifees a separate
component of equity. In addition, net earnings emhponents of other comprehensive income are ati¢ibto both
the parent and non-controlling interests. Thisd#ad will be adopted effective January 1, 2011.

OFF BALANCE SHEET ARRANGEMENTS

The Corporation has not engaged in any off-balastoeet arrangements such as obligations under daaran
contracts, a retained or contingent interest iretasgansferred to an unconsolidated entity, arigation under
derivative instruments (except as disclosed) oraligation under a material variable interestinuaconsolidated
entity that provides financing, liquidity, markésk or credit risk support to the Corporation ogages in leasing or
hedging services with the Corporation.

INDUSTRY CONDITIONS AND RISKS

The business of exploration, development and adon of oil and gas reserves involves a numbebuxiness
risks inherent in the oil and gas industry whichyrimapact Western Plains’s results and several atkwhre beyond
control of the Corporation. These business risksoperational, financial or regulatory in nature.

Operational risks include exploration and developin@ economic oil and gas reserves, unsuccesshibetion

and development drilling activity, competition frorather producers, reservoir performance, safety and
environmental concerns, access to and ability tainmecost effective contract services, escalatimystry costs for
contracted services and equipment, product maxketind hiring and retaining qualified employees. The
Corporation attempts to control operating risks by:

» Maintaining a disciplined approach to implementatid the exploration and development program.

» Striving for ownership levels and operator statimsciv allows Western Plains to manage costs, tiraimg)
sales of production.

» Maintaining insurance commensurate with its leved acope of operations to protect against loss from
destruction of assets, pollution, blowouts or otbsses.

The Corporation's revenues, profitability and fatgrowth and the carrying value of its properties substantially
dependent on prevailing prices of oil and gas. Theporation's ability to borrow and to obtain adutitl capital on
attractive terms is also substantially dependewinupl and gas prices. Prices for oil and gas at®est to large
fluctuations in response to relatively minor chamgethe supply of and demand for oil and gas, etaukcertainty
and a variety of additional factors beyond the mardf the Corporation.
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All phases of the oil and natural gas business emtegnvironmental risks and hazards and are sulbfect
environmental regulation pursuant to a varietyeaferal, provincial and local laws and regulatidiisvironmental
legislation provides for, among other things, lieétns and prohibitions on spills, releases orssivins of various
substances produced in association with oil andrabhtas operations. The legislation also requinas wells and
facility sites be operated, maintained, abandoned eeclaimed to the satisfaction of applicable taguy
authorities. Compliance with such legislation caguire significant expenditures and a breach mayltrén the
imposition of fines and penalties, some of whictyrbha material. Environmental legislation is evotyin a manner
expected to result in stricter standards and eafoent, larger fines and liability and potentialhcieased capital
expenditures and operating costs. The dischargd,afatural gas or other pollutants into the aail or water may
give rise to liabilities to governments and thirariees and may require the Corporation to incutsts remedy
such discharge. Although the Corporation believest it is in material compliance with current applle
environmental regulations, no assurance can bengivat environmental laws will not result in a ailrhent of
production or a material increase in the costs rofipction, development or exploration activities atherwise
adversely affect the Corporation's financial canditresults of operations or prospects.

The Corporation's operations are subject to thes m@rmally incident to the operation and developinwd oil and
natural gas properties and the drilling of oil aradural gas wells, including encountering unexpgébemations or
pressures, blowouts and fires, all of which cowdduft in personal injuries, loss of life and damém@roperty of
Contact and others. In accordance with customatysimy practice, Contact is not fully insured agaial of these
risks, nor are all such risks insurable, howevenagament is of the opinion that adequate insurdmacebeen
obtained, where available. Environmental regulat®obecoming increasingly stringent and costs aqukeses of
regulatory compliance are increasing. Contact etspéc will be able to fully comply with all regulaty

requirements in this regard.

The Corporation is also exposed to financial riskthe form of commodity prices, interest rateg @anadian to
U.S. dollar exchange rate and inflation. WesterairRl manages commodity price risks by focusingcépital

program on areas that will generate attractivesrafereturn even at substantially lower commoditiggs than the
industry is currently receiving. WPP may use firahinstruments to manage its exposure to unuswaigs in

commodity prices. The Corporation manages its waylkiapital and debt positions so as not to ovenelxtae

Corporation. Capital expenditures are limited tods available for cash from operating activitiasitable lines of
credit and proceeds from issuing shares when thpdCation believes that is prudent.

WPP is subject to a variety of regulatory riskstthadoes not control. Safety and environmental teratare
monitored to ensure compliance and to ensure erapiycontractors and the public is protected. Gharig
government or regulatory policies for matters sashroyalties, income taxes, surface rights, mineigtits,
operational requirements or processes for regylapprovals, may impact the Corporation’s operatidimancial
results and real or perceived risk to investorscreditors. These matters are largely beyond thep@ation’s
control but are monitored to the extent possible.

~16 ~



RELATED PARTY TRANSACTIONS

The Corporation entered into the following relateatty transactions, all of which were in the norroalrse of
operations and have been valued at the exchangenanat is the amount of consideration establishedi agreed
to by the related parties:

» Legal services provided by a law firm in which dficer and director is employed:

o $232,876 was incurred in the year ended Decembel@10 ($104,479 in the year ended
December 31, 2009);

» Various oil field services and products provideddnysold to corporations in which David Forrest, an
officer and director of the Corporation, is an oéfi and a director:

o $190,633 was incurred for oil field services anddurcts in the year ended December 31,
2010 ($278,358 in the year ended December 31, 2608)

o $36,808 of oil was sold by Western Plains in tharyended December 31, 2010 ($nil in the
year ended December 31, 2009)

* Oil and natural gas interests ($nil during the yeaded December 31, 2009) were acquired in two
transactions in the year ended December 31, 20d@ & corporation in which David Forrest, an
officer and a director of the Corporation, is arfiogf and director. One transaction was for
undeveloped land for cash consideration of $30d@@Dthe second was for oil and natural gas interest
for consideration consisting of 4,441,250 commoarsh valued at $0.15 per share for a total of
$750,000. The latter transaction received shareh@dd TSXV approvals;

« Executive services provided by a corporation inchhDavid Forrest, an officer and a director of the
Corporation, is an officer and director:

o $140,000 was incurred and paid in the year endezkmber 31, 2010 ($120,000 in the year
ended December 31, 2009)

The 2010 financial statements include the followielgted party transactions in the 2009 comparaiaeunts,
with no balances remaining outstanding at Decer@8heP009 or the end of the current period:
» Interest of $80,436 paid to a corporation contrblly David Forrest, an officer and director of the
Corporation; and
* $53,609 paid to entities controlled by former dffie for accounting services.

Forward-Looking Statements

The matters discussed in this MD&A include certfonward-looking statements. Forward-looking stateise
include, without limitation, any statement that npagdict, forecast, indicate or imply future resylperformance or
achievements. Forward-looking statements may batifael, without limitation, by the use of such d®ras
“anticipates”, “estimates”, “expects”, “intends”, “plans”, “predicts”, “projects”, “believes”, or words or phrases
of similar meaning. In addition, any statement tinaay be made concerning future performance, strasegr
prospects and possible future corporate actioral#® a forward-looking statement. Forward-lookingtements
are based on current expectations and projectiopsua future general economic, political and relevamarket
factors, such as interest rates, foreign exchangies; equity and capital markets, and the generairess
environment, in each case assuming no changes plicaple tax or other laws or government regulation
Expectations and projections about future events arherently subject to, among other things, risksl
uncertainties, some of which may be unforeseeakteordingly, assumptions concerning future econoamd
other factors may prove to be incorrect at a futdede. Forward-looking statements are not guarasteefuture
performance, and actual events could differ matlyritom those expressed or implied in any forwérdking
statements made by the Corporation. Any numbemgpfitant factors could contribute to these digressi
including, but not limited to, general economiclifimal and market factors in North America andenmtationally,
interest and foreign exchange rates, global eqaitgl capital markets, business competition, techgiod change,
changes in government relations, unexpected judici@egulatory proceedings and catastrophic evelite stress
that the above mentioned list of important factsreot exhaustive. We encourage you to considesethed other
factors carefully before making any investment slens and we urge you to avoid placing undue rekaon
forward-looking statements. The Corporation distlai any intention or obligation to update or revigeese
forward-looking statements as a result of new imfation, future events or otherwise, except as requunder
applicable securities laws.
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