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TORC OIL & GAS LTD.

SCHEDULE RE: AUTHORIZED SHARES

The Corporation is authorized to issue: (a) an unlimited number of common
shares (the "Common Shares") without nominal or par value; and (b) an
unlimited number of first preferred shares, issuable 1in series (the
"First Preferred Shares") without nominal or par value.

The rights, privileges, restrictions and conditions attached to each

class of shares are set forth below:
1. COMMON SHARES
a. Voting Rights

The holders of Common Shares shall be entitled to notice of, to attend
and to one (1) vote per share held at any meeting of the shareholders of
the Corporation (other than meetings of a class or series of shares of
the Corporation other than the Common Shares as such).

b. Dividends

The holders of Common Shares shall be entitled to receive dividends as
and when declared by the board of directors of the Corporation on the
Common Shares as a «class, subject to prior satisfaction of all
preferential rights to dividends attached to all shares of other classes
of shares of the Corporation ranking in priority to the Common Shares in
respect of dividends.

The directors may declare a dividend on the Common Shares payable in

whole or in part in fully paid and non-assessable Common Shares (the

portion of the dividend payable in Common Shares being herein referred to

as a "stock dividend"), in which case the following provisions shall
apply:

(a) unless otherwise determined by the directors of the Corporation

in respect of a particular stock dividend: (i) the number of

Common Shares (which shall include any fractional Common

Shares) to be 1issued in satisfaction of the stock dividend

shall be determined by dividing (A) the dollar amount of the
particular stock dividend, by (B) 95% of the "Average Market
Price" of a Common Share on the Toronto Stock Exchange (the
"TSX"), with the "Average Market Price" calculated by dividing
the total value of Common Shares traded on the TSX by the total
volume of Common Shares traded on the TSX over the five trading
day period immediately prior to the payment date of the
applicable stock dividend on the Common Shares; and (ii) the
value of a Common Share to be issued for the purposes of each
stock dividend declared by the directors of the Corporation
shall be deemed to be the Average Market Price of a Common
Share;

{) to the extent that any stock dividend paid on the Common Shares
represents one or more whole Common Shares payable to a
registered holder of Common Shares, such whole Common Shares
shall be registered in the name of such holder. Common Shares
representing in the aggregate all of the fractions amounting to
less than one whole Common Share which might otherwise have
been payable to registered holders of Common Shares by reason



of such stock dividend shall be issued to the transfer agent
for the Common Shares as the agent of such registered holders
of Common Shares. The transfer agent shall credit to an account
for each such registered holder all fractions of a Common Share
amounting to less than one whole share issued by the
Corporation by way of Stock Dividends in respect of the Common
Shares registered in the name of such holder. From time to
time, when the fractional interests in a Common Share held by
the transfer agent for the account of any registered holder of
Common Shares are equal to or exceed in the aggregate one
additional whole Common Share, the transfer agent shall cause
such additional whole Common Share to be registered in the name
of such registered holder and thereupon only the excess
fractional interest, 1if any, will continue to be held by the
transfer agent for the account of such registered holder. The
Common Shares held by the transfer agent representing
fractional interests shall not be voted;

if at any time the Corporation shall have reason to believe
that tax should Dbe withheld and remitted to a taxation
authority in respect of any stock dividend paid or payable to a
shareholder 1in Common Shares, the Corporation shall have the
right to sell, or to require its transfer agent in each case as
agent of such shareholder, to sell all or any part of the
Common Shares or any fraction thereof so issued to such holder
in payment of that stock dividend or one or more subsequent
Stock Dividends through the facilities of the TSX or other
stock exchange on which the Common Shares are listed for
trading, and to cause the transfer agent to remit the cash
proceeds from such sale to such taxation authority (rather than
such holder) in payment of such tax to be withheld. This right
of sale may be exercised by notice given by the Corporation to
such holder and to the Corporation or the transfer agent
stating the name of the holder, the number of Common Shares to
be sold and the amount of the tax which the Corporation has
reason to believe should be withheld. Upon receipt of such
notice the transfer agent shall, unless a certificate or other
evidence of registered ownership for the Common Shares has at
the relevant time been issued in the name of the holder, sell
the Common Shares as aforementioned and the Corporation or the
transfer agent as applicable, shall be deemed for all purposes
to be the duly authorized agent of the holder with full
authority on behalf of such holder to effect the sale of such
Common Shares and deliver the proceeds therefrom to the
applicable taxation authority on behalf of the Corporation. Any
balance of the cash sale proceeds not remitted by the
Corporation in payment of the tax to be withheld shall be
payable to the holder whose Common Shares were so sold by the
transfer agent;

if at any time the Corporation shall have reason to believe
that the payment of a stock dividend to any holder thereof who
is resident in or otherwise subject to the laws of a
jurisdiction outside Canada might contravene the laws or
regulations of such Jjurisdiction, or could subject the
Corporation to any penalty thereunder or any legal or
regulatory requirements not otherwise applicable to the
Corporation, the Corporation shall have the right to sell, or
to require 1its transfer agent in each case, as agent of such
shareholder, to sell through the facilities of the TSX or other



stock exchange on which the Common Shares are listed for
trading, the Common Shares or any fraction thereof so issued
and to cause the transfer agent to pay the cash proceeds from
such sale to such holder. The right of sale shall be exercised
in the manner provided in subparagraph (c) above except that in
the notice there shall be stated, instead of the amount of the
tax to be withheld, the nature of the law or regulation which
might be contravened or which might subject the Corporation to
any penalty or legal or regulatory requirement. Upon receipt of
the notice, the Corporation or the transfer agent shall, unless
a certificate or other evidence of registered ownership for the
Common Shares has at the relevant time been issued in the name
of the holder, sell the Common Shares as aforementioned and the
Corporation or the transfer agent, as applicable shall be
deemed for all purposes to be the duly authorized agent of the
holder with full authority on behalf of such holder to effect
the sale of such Common Shares and to deliver the proceeds
therefrom to such holder;

{e) upon any registered holder of Common Shares ceasing to be a
registered holder of one or more Common Shares, such holder
shall be entitled to receive from the transfer agent, and the
transfer agent shall pay as soon as practicable to such holder,
an amount in cash equal to the proportion of the value of one
Common Share that is represented by the fraction 1less than one
whole Common Share at that time held by the transfer agent for
the account of such holder, and, for the purpose of determining
such value, each Common Share shall be deemed to have the value
equal to the Average Market Price in respect of the last stock
dividend paid Dby the Corporation prior to the date of such
payment; and

(f) for the purposes of the foregoing: (i) the calculation of a
fraction of a Common Share payable to a shareholder by way of a
stock dividend and the calculation of the Average Market Price
shall be computed to six decimal places, and shall be rounded
to the nearest sixth decimal place; and (ii) neither the
Corporation nor its transfer agent shall have any obligation to
register any Common Share in the name of a person, to deliver a
certificate or other document representing Common Shares
registered in the name of a shareholder or to make a cash
payment for fractions of a Common Share, unless all applicable
laws and regulations to which the Corporation and/or the
transfer agent are, or as a result of such action may become,
subject, shall have been complied with to their reasonable
satisfaction.

C. Liquidation

The holders of Common Shares shall be entitled in the event of any
" liquidation, dissolution or winding-up of the Corporation, whether
voluntary or involuntary, or any other distribution of the assets of the
Corporation among its shareholders for the purpose of winding-up its
affairs, and subject to prior satisfaction of all preferential rights to
return of capital on dissolution attached to all shares of other classes
of shares of the Corporation ranking in priority to Common Shares in
respect of return of capital on dissolution, to share rateably, together
with the hoclders of shares of any other c¢lass of shares of the
Corporation ranking equally with the Common Shares 1in respect of return
of capital, in such assets of the Corporation as are available for



distribution.
IT. FIRST PREFERRED SHARES

a. The First Preferred Shares may at any time or from time to time be
issued in one or more series. Before any shares of a particular series
are issued, the board of directors of the Corporation shall, by
resolution, fix the number of shares that will form such series and
shall, subject to the limitations set out herein, by resolution fix the
designation, «rights, privileges, restrictions and conditions to be
attached to the First Preferred Shares of such series, including, but
without in any way 1limiting or restricting the generality of the
foregoing, the rate, amount or method of calculation of dividends
thereon, the time and place of payment of dividends, the consideration
for and the terms and conditions of any purchase for cancellation,
retraction or redemption thereof, conversion or exchange right (if any),
and whether into or for securities of the Corporation or otherwise,
voting rights attached thereto (if any), the terms and conditions of any
share purchase or retirement plan or sinking fund, and restrictions on
the payment of dividends on any shares other than First Preferred Shares
or payment 1in respect of <capital on any shares in the capital of the
Corporation, or creation or issue of debt or equity securities; the whole
subject to the filing with the Registrar (as defined in the Business
Corporations Act (Alberta)) of Articles of Amendment setting forth a
description of such series including the designation, rights, privileges,
restrictions and conditions attached to the shares of such series.

b. Notwithstanding paragraph II(a), the Dboard of directors of the
Corporation may at any time or from time to time change the rights,
privileges, restrictions and conditions attached to unissued shares of
any series of First Preferred Shares, subject to the filing with the
Registrar (as defined in the Business Corporations Act (Alberta)) of
Articles of Amendment setting forth the changes in rights, privileges,
restrictions and conditions attached to the shares of such series.

C. The First Preferred shares of each series shall rank on a parity
with the First Preferred Shares of every other series with respect to
accumulated dividends and return of capital. The First Preferred Shares
shall be entitled to a preference over any other shares of the
Corporation ranking junior to the First Preferred Shares with respect to
priority in the payment of dividends and in the distribution of assets in
the event of the liquidation, dissolution or winding-up of the
Corporation, whether voluntary or involuntary, or any other distribution
of the assets of the Corporation among its shareholders for the purpose
of winding-up its affairs. If any cumulative dividends or amounts payable
on a return of capital are not paid in full, the First Preferred Shares
of all series shall participate rateably in respect of such dividends,
including accumulations, if any, in accordance with the sums that would
be payable on such shares if all such dividends were declared and paid in
full, and in respect of any repayment of <capital in accordance with the
sums that would be payable on such repayment of capital if all sums so
payable were paid in full; provided, however, that in the event of there
being insufficient assets to satisfy in full al such claims as aforesaid,
the claims of the holders of the First Preferred Shares with respect to
repayment of capital shall first be paid and satisfied and any assets
remaining thereafter shall be applied towards the payment in satisfaction
of claims in respect of dividends. The First Preferred Shares of any
series may also Dbe given such other preferences not inconsistent with
paragraphs II(a) to II(e) hereof over any shares ranking junior to the
First Preferred shares as may be determined in the case of each such



series of First Preferred Shares.

d. The rights, privileges, restrictions and conditions attaching to the
First Preferred Shares as a class may be added to, changed or removed but
only with the approval of the holders of the First Preferred Shares given
as herein specified.

e. The rights, privileges, restrictions and conditions attaching to the
First Preferred Shares as a class as provided herein and as may be
provided from time to time may be repealed, altered, modified, amended or
amplified or otherwise varied only with the sanction of the holders of
the First Preferred Shares given in such manner as may then be required
by law, subject to a minimum requirement that such approval be given by
resolution in writing by the holders of at least two-thirds of the First
Preferred Shares or by resolution passed by the affirmative vote of at
least two-thirds of the votes cast at a meeting of holders of First
Preferred Shares duly called for such purpose and held upon at least
twenty-one (21) days' notice at which a quorum is present comprising at
least two persons present, holding or representing by proxy at least
twenty percent (20%) of the outstanding First Preferred Shares. If any
such guorum 1is not present within half an hour after the time appointed
for the meeting, then the meeting shall be adjourned to a date being not
less than fifteen (15) days after and at such time and place as may be
appointed by the chairman and at such meeting a quorum will consist of
that number of shareholders present in person or represented by proxy.
The formalities to be observed with respect to the giving of notice of
any such meeting or adjourned meeting and the conduct thereof shall be
those which may from time to time be prescribed in the by-laws of the
Corporation with respect to meetings of shareholders. On every vote taken
at every such meeting or adjourned meeting each holder of a First
Preferred Share shall be entitled to one (1) vote in respect of each one
($1.00) dollar of stated value of First Preferred Shares held.
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SCHEDULE RE CONSOLIDATION OF SHARES

The issued and outstanding Common Shares of the Corporation shall be
consolidated on the basis of 1 Common Share for each 5 Common Share
issued and outstanding immediately prior to the consolidation without
amending the stated capital account for the Common Shares of the
Corporation.
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