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FAIRBORNE
ENERGY LTD.

February 18, 2011

Jennifer Abel, P.Eng.

Chief Petroleum Engineer

Petroleum Branch

Manitoba Innovation, Energy, and Mines
227 King Street, Virden MB

Dear Ms. Abel:

Please accept the annual EOR report for Sinclair Unit No. 4 for 2010. This was
the first full year of operation for Sinlcair Unit No.4 Waterfloood EOR project.

Should you have any additional questions or concerns, please contact Kirk
Propp, Area engineer, 403-998-3182 or email KPropp@fairborne-energy.com.

FAIRBORNE ENERGY LTD.

/L)Q M)
Kirklroppm

Area Engineer



Sinclair Unit #4 overview

Two horizontal producers in section 14-007-29w1 were
converted to water injectors, and water injection into Sinclair Unit #4
commenced in December 2009. Two more injectors were planned for
conversion in section 11-007-29w1, after the initial data was collected
and analyzed from section 14. At the present time, ten horizontal
wells have remained as producers on sections 11 & 14-007-29w1 as
per the map shown in attachment #1. As of the time of writing they
are collectively producing oil at a rate of 12 m®d.

The current producers at 3-11-007-29w1 and 02/02-11-007-29w1 are
scheduled to be converted to injection in late February 2011, bringing
the total number of injectors to four(4) and the total number of
producers to eight(8). Fairborne anticipates the effects of the added
injection and corresponding increased pressure support to become
observable within six months of commencing injection.

Overall performance

The performance of the waterflood to date and a comparison of
current recovery vs. EOR recovery is charted in attachment #2
Fairborne’s original estimate of 20% waterflood recovery was based
on both simulation study results and analogy to Tundra’s existing
waterflood project. We anticipate that a 20% recovery factor could
still be achieved with the existing wells and proposed injector
conversions. The developed section 11-007-29w1 would appear to
have improved well spacing and well geometry, and as such should
yield stronger results then section 14-007-2w1 has so far produced.
Additional drilling to 8 horizontal wells per section (approximately 200
m spacing pattern) would also achieve at least a 20% recovery factor
but in a shorter time frame. Simulation modeling suggests that
recoveries above 20% could be possible with additional drilling to
approximately 200 m spacing.

Fairborne will evaluate the economic merit of drilling additional wells
in the proposed unit area once waterflood responses in both sections
with the existing wells is established. Specific factors that will be
considered include water injection capacity, oil and watercut
response at producers.



Conformance Data

The requested data referred to in clauses 1(a) to (c) of subsection
73(1) of the Qil and Gas Act (C.C.S.M c. 034) are attached in tabular
and graphical form in attachments #3 - #5

73(1)(d) Reservoir Pressure Surveys

An observation well located at 11-14-007-29w1 is being monitored
through a weekly wellhead pressure and fluid level reading. A
summary of the results of these measurements can be found in
attachment #6. It illustrates that voidage replacement is in progress
and that overall reservoir pressure is building even as we continue to
produce oil at current rates.

73(1)(e) Well Servicing
No further well servicing occurred in 2010.

73(1)(f) Voidage replacement

Calculations of the voidage replacement ratio on a monthly and
cumulative basis are shown in tabular and graphical format on
attachment #7

73(1)(a)Injected Fluid, Quality Control and Treatment.

Produced Water from the Three Forks is both trucked and flowlined
into our 8-16-7-29w1 Battery. Water is separated by a free water
knock out tank and then cascaded through two more water tanks to
capture and remove any residual oil that may remain. Once
separated to a <50 ppm state it is filtered and injected down the two
injectors. Water is filtered with 25 micron bags. All water is treated
with a scale inhibitor upstream and down of the battery. We try to
maintain a 50 ppm level of scale inhibitor through out system and
what is injected to maintain the formation and equipment from
forming any scale build up.

Sinclair Unit #4 does not currently use any other make-up water.
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