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We may, from time to time, offer for sale under this short form prospectus during the 25 month period that this short form
prospectus, including any amendments hereto (the "Prospectus"), remains valid up to $500,000,000 (or the equivalent in
other currencies or currency units at the time of issue) of: (i) common shares (the "Common Shares"); (ii) subscription
receipts (the "Subscription Receipts'); (iii) warrants exercisable to acquire Common Shares (the "Warrants");
(iv) options exercisable to acquire Common Shares (the "Options"); or (v) senior or subordinated debt securities (the "Debt
Securities"). 1In this Prospectus, the Warrants and Options are collectively referred to as the "Other Convertible
Securities" and the Common Shares, Subscription Receipts, Other Convertible Securities and Debt Securities are
collectively referred to as the "Securities".

We may offer Securities in such amount as we determine in light of market conditions and other factors that we deem
relevant. The specific variable terms of any offering of Securities will be set forth in one or more prospectus supplements
(each, a "Prospectus Supplement™) including: (i) in the case of Common Shares, the number of Common Shares offered,
the issue price (in the event the offering is a fixed price distribution), the manner of determining the issue price (in the event
the offering is a non-fixed price distribution) and any other terms specific to the Common Shares being offered; (ii) in the
case of Subscription Receipts or Other Convertible Securities, the number of such securities offered, the issue price, the
terms, conditions and procedures for the conversion or exercise of such securities, the amount and type of securities that
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holders thereof will receive upon such conversion or exercise and any other terms specific to the Subscription Receipts or
Other Convertible Securities being offered; and (iii) in the case of Debt Securities, the specific designation of the Debt
Securities, any limit on the aggregate principal amount of the Debt Securities, the currency, the maturity date, the offering
price (at par, at a discount or at a premium), whether the Debt Securities will bear interest, the interest rate or method of
determining the interest rate, the interest payment date(s), any terms of redemption, any conversion or exchange rights and
any other terms specific to the Debt Securities being offered. The Debt Securities that may be offered may be guaranteed
by certain direct and indirect subsidiaries with respect to the payment of the principal, premium, if any, and interest on the
Debt Securities, and such subsidiary guarantees may be guaranteed by us on a senior and unsecured basis. A Prospectus
Supplement may include specific variable terms pertaining to the Securities that are not within the parameters described in
this Prospectus. Where required by statute, regulation or policy, and where Securities are offered in currencies other than
Canadian dollars, appropriate disclosure of foreign exchange rates applicable to such Securities will be included in the
Prospectus Supplement describing such Securities.

All shelf information permitted under applicable securities laws to be omitted from this Prospectus will be contained in one
or more Prospectus Supplements that will be delivered to purchasers together with this Prospectus to the extent required by
applicable securities laws. Each Prospectus Supplement will be incorporated by reference into this Prospectus for the
purposes of securities legislation as of the date of the Prospectus Supplement and only for the purposes of the distribution
of the Securities to which the Prospectus Supplement pertains.

Neither the United States Securities and Exchange Commission nor any state securities regulator has approved or
disapproved these Securities or determined if this Prospectus is truthful or complete. Any representation to the
contrary isa criminal offence.

We are permitted to prepare this Prospectus in accordance with Canadian disclosure requirements, which are
different in some significant respects from those in the United States. Prior to January 1, 2011, we prepared our
financial statements in accordance with Canadian generally accepted accounting principles. In 2011, we began to
prepare our financial statements in accordance with International Financial Reporting Standards, and they will be
subject to Canadian auditing and auditor independence standards. They may not be comparable to financial
statements of United States companies prepared under United States generally accepted accounting principles.

Data on oil and gas reserves contained in or incorporated by reference into this Prospectus has been prepared in
accordance with Canadian disclosur e standards, which are not comparablein all respectsto United States disclosure
standards. See" Presentation of Financial and Oil and Gas Information”.

The purchase of the Securities may subject you to tax consequences both in the United States and Canada. This
Prospectus or any applicable Prospectus Supplement may not describe these tax consequences fully. You should
read the tax discussion in this Prospectus and any applicable Prospectus Supplement and obtain independent tax
advice as necessary.

Your ability to enforce civil liabilities under the United States federal securities laws may be affected adversely
because we are a corporation formed under the laws of the Province of Alberta, Canada, substantially all of our
directors and officers and the experts named in this Prospectus are Canadian residents and a substantial portion of
our assets and the assets of our directors and officers and the experts named in this Prospectus are located in
Canada. See" Enforcement of Civil Liabilities".

We may sell the Securities to or through underwriters or dealers purchasing as principals, and may also sell the Securities to
one or more purchasers directly pursuant to applicable statutory exemptions, or through agents. The Prospectus
Supplement relating to a particular offering of Securities will identify each underwriter, dealer or agent engaged by us, in
connection with the offering and sale of the Securities, and will set forth the terms of the offering of such Securities, the
method of distribution of such Securities, including, to the extent applicable, the proceeds to us, and any fees, discounts or
any other compensation payable to underwriters, dealers or agents and any other material terms of the plan of distribution.
Securities may be sold from time to time in one or more transactions at a fixed price or prices or at non-fixed prices. If
offered on a non-fixed price basis, Securities may be offered at market prices prevailing at the time of sale, at prices related
to such prevailing market prices or at prices to be negotiated with purchasers at the time of sale, which prices may vary as
between purchasers and during the period of distribution of the Securities. Except as set out in a Prospectus Supplement
relating to a particular offering of Securities and to the extent permitted by applicable law, in connection with any offering
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of Securities the underwriters or dealers, as the case may be, may over-allot or effect transactions intended to fix or stabilize
the market price of the Common Shares at a level above that which might otherwise prevail in the open market. Such
transactions, if commenced, may be discontinued at any time. See "Plan of Distribution”.

Our outstanding Common Shares are listed and posted for trading on the Toronto Stock Exchange ("TSX") and the New
York Stock Exchange ("NY SE") under the symbol "BTE".

The return on your investment in Common Shares is not comparable to the return on an investment in a fixed-income
security. The recovery of your initial investment is at risk, and the anticipated return on your investment is based on many
performance assumptions. Although we intend to declare cash dividends on the Common Shares, these cash dividends may
be reduced or suspended. Cash dividends are not guaranteed. Our ability to make cash dividends and the actual amount
distributed will depend on numerous factors, including, among other things: our financial performance, debt obligations,
restrictive debt covenants, commodity prices, production levels, working capital requirements, future capital requirements
and other factors beyond our control, all of which are susceptible to a number of risks. In addition, the market value of the
Common Shares may decline as a result of many factors and that decline may be significant. An investment in the
Securitiesinvolvesrisks. It is important for you to consider the particular risk factors that may affect the industry in which
we operate, and therefore the stability of the dividends you would receive. See "Risk Factors'. This section also describes
our assessment of those risk factors, as well as potential consequences to you if a risk should occur.

Any offering of Subscription Receipts, Other Convertible Securities or Debt Securities would be a new issue of
securities. There is no market through which the Subscription Receipts, Other Convertible Securities or Debt
Securities may be sold and purchasers may not be able to re-sell the Subscription Receipts, Other Convertible
Securities or Debt Securities purchased under this Prospectus or any Prospectus Supplement. This may affect the
pricing of the Subscription Receipts, Other Convertible Securities or Debt Securities in the secondary market, the
transparency and availability of trading prices, the liquidity of the Subscription Receipts, Other Convertible
Securities or Debt Securities and the extent of issuer regulation. See" Risk Factors'. Unless otherwise specified in the
applicable Prospectus Supplement, the Subscription Receipts, Other Convertible Securities or Debt Securities will not be
listed on any securities exchange.

The offering of Securities is subject to approval of certain legal matters on our behalf by Burnet, Duckworth & Palmer
LLP, Calgary, Alberta and Carter, Ledyard & Milburn LLP, New York, New York. No underwriter or dealer in Canada
or the United States has been involved in the preparation of this Prospectus or performed any review of the contents
of this Prospectus.

Our head office is located at Suite 2800, Centennial Place, East Tower, 520 — 3™ Avenue S.W., Calgary, Alberta, Canada,
T2P OR3 and our registered office is located at 1400, 350 — 7% Avenue S.W., Calgary, Alberta, Canada, T2P 3NO.
Effective August 22, 2011, our registered office will be located at 2400, 525 — 8" Avenue S.W., Calgary, Alberta, Canada,
T2P 1Gl.

The date of this Prospectus is July 26, 2011.
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SELECTED ABBREVIATIONS AND DEFINITIONS
Unless the context otherwise requires, all references in this Prospectus and in any Prospectus Supplement to
"Baytex", the "Corporation", "we", "us" or "our" means Baytex Energy Corp. and its consolidated subsidiaries,
any partnership of which Baytex Energy Corp. and its subsidiaries are the partners and our significant equity

investments and joint ventures.

All dollar amounts in this Prospectus are expressed in Canadian dollars, except where otherwise indicated.
References to "$" or "CDN$" are to Canadian dollars and references to "U.S.$" are to United States dollars.

In this Prospectus and in any Prospectus Supplement, the following terms shall have the following meanings:

"2010 Annual Financial Statements' has the meaning ascribed thereto under "Documents Incorporated by
Reference".

"2010 Annual MD& A" has the meaning ascribed thereto under "Documents Incorporated by Reference'.

"2016 Debentures' means our $150 million 9.15% series A senior unsecured debentures due August 26, 2016 and
issued pursuant to the Canadian Indenture.

"2021 Debentur es' means our U.S.$150 million 6.75% series B senior unsecured debentures due February 17, 2021
and issued pursuant to the Canadian Indenture.

"ABCA" means the Business Corporations Act (Alberta), R.S.A. 2000, c. B-9, as amended, including the
regulations promulgated thereunder, as amended from time to time.

"Annual Information Form" has the meaning ascribed thereto under "Documents Incorporated by Reference'.
"Baytex Energy" means Baytex Energy Ltd., a corporation amalgamated under the ABCA.

"Board of Directors" means our board of directors.

"Canadian Indenture" means the amended and restated trust indenture which provides for the issuance of Debt
Securities in Canada among us, as issuer, Baytex Energy and certain of its subsidiaries, as guarantors, and Valiant
Trust Company, as indenture trustee, dated January 1, 2011, as supplemented by a first supplemental trust indenture
dated February 17,2011. The 2016 Debentures and the 2021 Debentures were issued under the Canadian Indenture.
"Common Shares" means our common shares.

"Corporate Conversion" means the internal reorganization of the Trust and certain of its subsidiaries which
resulted in the conversion of the legal structure of the Trust from a trust to a corporation pursuant to a plan of
arrangement under the ABCA.

"Credit Facilities" means, collectively, the $40 million extendible operating loan facility that Baytex Energy has
with a chartered bank and the $660 million extendible syndicated loan facility that Baytex Energy has with a
syndicate of chartered banks, each of which constitute a revolving credit facility for a three-year term (to June 14,
2014), which is extendible annually for a 1, 2 or 3 year period (subject to a maximum three-year term at any time).
"Debenture Indenture" means, collectively, the Canadian Indenture and the U.S. Indenture;

"Debt Securities" means our senior or subordinated debt securities.

"EDGAR" means the Electronic Data Gathering, Analysis and Retrieval System established by the SEC.

"Exchange Act" means the United States Securities Exchange Act of 1934, as amended.



"forecast prices and costs' means future prices and costs that are: (i) generally acceptable as being a reasonable
outlook of the future; and (ii) if, and only to the extent that, there are fixed or presently determinable future prices or
costs to which we are legally bound by a contractual or other obligation to supply a physical product, including
those for an extension period of a contract that is likely to be extended, those prices or costs rather than the prices
and costs referred to in subparagraph (i).

"Incentive Plan" means our Common Share Rights Incentive Plan, as approved by the Board of Directors on
October 25, 2010.

"Information Circular" has the meaning ascribed thereto under "Documents Incorporated by Reference".

"Notes" means the unsecured subordinated promissory notes issued by Baytex Energy and certain other Operating
Entities to us.

"NY SE" means the New York Stock Exchange.

"Operating Entities" means our direct and indirect wholly-owned subsidiaries that are actively involved in the
acquisition, production, processing, transportation and marketing of crude oil, natural gas liquids and natural gas,
being Baytex Energy, Baytex Energy Partnership, Baytex Oil & Gas Ltd., Baytex Resources Corp. and Baytex
Energy USA Ltd., and "Operating Subsidiary" means any one of them, as applicable.

"Options" means our options.

"Other Convertible Securities' means Warrants and Options that are convertible into or exercisable to acquire
Common Shares.

"probable reserves' are those additional reserves that are less certain to be recovered than proved reserves. It is
equally likely that the actual remaining quantities recovered will be greater or less than the sum of the estimated

proved plus probable reserves.

"proved reserves' are those reserves that can be estimated with a high degree of certainty to be recoverable. It is
likely that the actual remaining quantities recovered will exceed the estimated proved reserves.

"Q1 2011 Financial Statements" has the meaning ascribed thereto under "Documents Incorporated by Reference.
"Q1 2011 MD& A" has the meaning ascribed thereto under "Documents Incorporated by Reference”.

"reserves' are estimated remaining quantities of oil and natural gas and related substances anticipated to be
recoverable from known accumulations, as of a given date, based on: (i) analysis of drilling, geological, geophysical
and engineering data; (ii) the use of established technology; and (iii) specified economic conditions, which are
generally accepted as being reasonable.

"SEC" means the United States Securities and Exchange Commission.

"SEDAR" means the System for Electronic Document Analysis and Retrieval established by the provincial
securities regulatory authorities in Canada.

"Share Award I ncentive Plan" means our Share Award Incentive Plan, as approved by the Board of Directors on
October 25, 2010 and the Unitholders on December 9, 2010.

"Shar eholders' mean the holders from time to time of Common Shares.
"Sproule" means Sproule Associates Limited, independent petroleum consultants of Calgary, Alberta, Canada.

"Sproule Report" means the report prepared by Sproule dated March 14, 2011 entitled "Evaluation of the P&NG
Reserves of Baytex Energy Corp. (As of December 31, 2010)", which report is summarized in the Annual
Information Form.



"Subscription Receipts' means our subscription receipts.

"subsidiary" has the meaning ascribed thereto in the Securities Act (Ontario) and, for greater certainty, includes all
corporations, partnerships and trusts owned, controlled or directed, directly or indirectly, by us.

"Supplemental Oil and Gas Disclosures" has the meaning ascribed thereto under "Documents Incorporated by
Reference".

"Trust" means Baytex Energy Trust, a trust formed pursuant to the laws of Alberta pursuant to the third amended
and restated trust indenture between Valiant Trust Company, the trustee of the Trust, and Baytex Energy dated
May 20, 2008, as amended by a supplemental indenture dated December 31, 2010 and, unless the context otherwise
requires, includes its subsidiaries.

"Trust Units" mean trust units of the Trust.

"TSX" means the Toronto Stock Exchange.

"U.S. Indenture" means the trust indenture to be entered into among us, as issuer, Baytex Energy and certain of its

subsidiaries, as guarantors, and The Bank of Nova Scotia Trust Company of New York, as indenture trustee, which
provides for the issuance of Debt Securities in the United States.

"United States" or "U.S." means the United States, as defined in Rule 902(1) under Regulation S under the United
States Securities Act of 1933, as amended.

"Unitholders" mean the holders of the Trust Units.
"Warrants' means our warrants.

Words importing the singular number only include the plural, and vice versa, and words importing any gender
include all genders.



DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

In the interest of providing potential investors with information about us, including our management's assessment of
future plans and operations, certain statements in this Prospectus are "forward-looking statements" within the
meaning of the United States Private Securities Litigation Reform Act of 1995 and "forward-looking information"
within the meaning of applicable Canadian securities legislation (collectively, "forward-looking statements"). In
addition, certain documents incorporated by reference into this Prospectus contain forward-looking statements. In

"non

some cases, forward-looking statements can be identified by terminology such as "anticipate", "believe", "continue",
"could", "estimate", "expect", "forecast", "intend", "may", "objective", "ongoing", "outlook", "potential", "project",
"plan", "should", "target", "would", "will" or similar words suggesting future outcomes, events or performance.
Such forward-looking statements speak only as of their respective date and are expressly qualified by this cautionary

statement.

Specifically, this Prospectus contains forward-looking statements relating to: the use of the net proceeds received
from any sale of the Securities; our dividend policy; and our ability, over the long term, to fund development capital
expenditures and dividend payments from internally generated funds from operations. In addition, information and
statements relating to reserves and resources are deemed to be forward-looking statements, as they involve implied
assessment, based on certain estimates and assumptions, that the reserves and resources described exist in quantities
predicted or estimated, and that the reserves and resources can be profitably produced in the future. Cash dividends
on our Common Shares are paid at the discretion of our Board of Directors and can fluctuate. The level of future
cash dividends will depend on the amount of funds from operations generated by our operations and our prevailing
financial circumstances at the time.

The forward-looking statements contained in this Prospectus are based on certain key assumptions regarding, among
other things, petroleum and natural gas prices and differentials between light, medium and heavy oil prices; well
production rates and reserve volumes; our ability to add production and reserves through our exploration and
development activities; capital expenditure levels; the availability and cost of labour and other industry services; the
amount of future cash dividends that we intend to pay; interest and foreign exchange rates; and the continuance of
existing and, in certain circumstances, proposed tax and royalty regimes. Forward-looking statements contained in
certain documents incorporated by reference into this Prospectus are based on the key assumptions described in such
documents. The reader is cautioned that such assumptions, although considered reasonable by us at the time of
preparation, may prove to be incorrect.

Actual results achieved during the forecast period will vary from the information provided in this Prospectus and in
the documents incorporated by reference herein as a result of numerous known and unknown risks and uncertainties
and other factors which are discussed in the documents incorporated herein by reference. Such factors include, but
are not limited to: declines in oil and natural gas prices; variations in interest rates and foreign exchange rates;
uncertainties in the credit markets may restrict the availability of credit or increase the cost of borrowing;
refinancing risk for existing debt and debt service costs; access to external sources of capital; risks associated with
our hedging activities; third party credit risk; risks associated with the exploitation of our properties and our ability
to acquire reserves; government regulation and changes in governmental legislation; changes in income tax or other
laws or government incentive programs; uncertainties associated with estimating petroleum and natural gas reserves;
risks associated with acquiring, developing and exploring for oil and natural gas and other aspects of our operations;
risks associated with properties operated by third parties; risks associated with delays in business operations; risks
associated with the marketing of our petroleum and natural gas production; risks associated with large projects or
expansion of our activities; the failure to realize anticipated benefits of acquisitions and dispositions or to manage
growth; changes in climate change laws and other environmental, health and safety regulations; competition in the
oil and gas industry for, among other things, acquisitions of reserves, undeveloped lands, skilled personnel and
drilling and related equipment; the application of accounting policies; the activities of our Operating Entities and
their key personnel; depletion of our reserves; risks associated with securing and maintaining title to our properties;
seasonality; our permitted investments; risks associated with the ownership of our securities, including the
discretionary nature of dividend payments and changes in market-based factors; risks for United States and other
non-resident shareholders and other factors, many of which are beyond our control.

Readers are cautioned that the foregoing list of risk factors is not exhaustive. New risk factors emerge from time to
time, and it is not possible for management to predict all of such factors and to assess in advance the impact of each
such factor on our business or the extent to which any factor, or combination of factors, may cause actual results to



differ materially from those contained in any forward-looking statements. Readers should also carefully consider
the matters discussed under the heading "Risk Factors" and in the documents incorporated by reference into this
Prospectus.

There is no representation by us that actual results achieved during the forecast period will be the same in whole or
in part as those forecast and we do not undertake any obligation to update publicly or to revise any of the included
forward-looking statements, whether as a result of new information, future events or otherwise, except as may be
required by applicable securities law. The forward-looking statements contained in this Prospectus, and in certain
documents incorporated by reference into this Prospectus, are expressly qualified by this cautionary statement.

PRESENTATION OF FINANCIAL AND OIL AND GASINFORMATION

Unless indicated otherwise, financial information in this Prospectus, including the documents incorporated by
reference herein, has been prepared in accordance with generally accepted accounting principles in Canada, which
are in effect from time to time ("Canadian GAAP"). Effective for periods beginning on or after January 1, 2011,
the Canadian Accounting Standards Board adopted International Financial Reporting Standards ("IFRS") as
generally accepted accounting principles in Canada for publicly accountable entities, such as us. For information
regarding the impact of IFRS on our accounting policies and financial statements, see "Changes in Accounting
Policies — Convergence of Canadian GAAP with IFRS' in the 2010 Annual MD&A, "Changes in Accounting
Policies — Adoption of International Financial Reporting Standards" in the Q1 2011 MD&A and note 23 "First-
Time Adoption of International Financial Reporting Standards" to our Q12011 Financial Statements, which
documents are incorporated by reference herein.

Canadian GAAP differs in some significant respects from United States generally accepted accounting principles
("U.S. GAAP") and thus our financial statements may not be comparable to the financial statements of U.S.
companies. The principal differences as they apply to us are summarized in note 21 to the 2010 Annual Financial
Statements, which are incorporated by reference herein. As the SEC has issued final rules to accept from foreign
private issuers, such as us, financial statements prepared in accordance with IFRS (as issued by the International
Accounting Standards Board) without reconciliation to U.S. GAAP, we will no longer be preparing such
reconciliations.

The securities regulatory authorities in Canada have adopted National Instrument 51-101 — Standards of Disclosure
for Oil and Gas Activities ("NI 51-101"), which imposes oil and gas disclosure standards for Canadian public issuers
engaged in oil and gas activities.

NI 51-101 permits oil and gas issuers, in their filings with Canadian securities regulatory authorities, to disclose not
only proved, probable and possible reserves but also resources, and to disclose reserves and production on a gross
basis before deducting royalties. Probable reserves, possible reserves and resources are of a higher risk and are less
likely to be accurately estimated or recovered than proved reserves. We are permitted to disclose reserves in
accordance with Canadian securities law requirements and the disclosure in the documents incorporated by
reference herein or in a Prospectus Supplement may include reserves designated as probable reserves, possible
reserves and resources.

The SEC definitions of proved, probable and possible reserves are different than NI 51-101; therefore, proved,
probable and possible reserves disclosed in the documents incorporated by reference into this Prospectus and/or a
Prospectus Supplement may not be comparable to United States standards. The SEC currently requires United
States oil and gas companies, in their filings with the SEC, to disclose only proved reserves after the deduction of
royalties and interests of others but permits the optional disclosure of probable and possible reserves. The SEC does
not permit the inclusion of estimates of resources in reports filed with it by United States companies.

Moreover, as permitted by NI 51-101, we have determined and disclosed the net present value of future net revenue
from our reserves using only forecast prices and costs. The SEC does not permit the disclosure of the net present
value of future net revenue from reserves based on forecast prices and costs and requires that disclosure be based on
historical 12-month average prices.



Additional information prepared in accordance with Accounting Standards Codification 932 "Extractive Activities —
Oil & Gas" issued by the United States Financial Accounting Standards Board relating to our petroleum and natural
gas reserves is set forth in the Supplemental Oil and Gas Disclosures, which are incorporated herein by reference.

Certain documents incorporated by reference into this Prospectus contain estimates of "contingent resource".
"Contingent resource" is not, and should not be confused with, petroleum and natural gas reserves. "Contingent
resource" is defined in the Canadian Oil and Gas Evaluation Handbook as "those quantities of petroleum estimated,
as of a given date, to be potentially recoverable from known accumulations using established technology or
technology under development, but which are not currently considered to be commercially recoverable due to one or
more contingencies. Contingencies may include factors such as economic, legal, environmental, political and
regulatory matters or a lack of markets. It is also appropriate to classify as contingent resource the estimated
discovered recoverable quantities associated with a project in the early evaluation stage." There is no certainty that
it will be commercially viable to produce any portion of the contingent resource or that Baytex will produce any
portion of the volumes currently classified as contingent resource. A "best estimate" of contingent resource means
that it is equally likely that the actual remaining quantities recovered will be greater or less than the best estimate,
and if probabilistic methods are used, there should be at least a 50% probability that the quantities actually recovered
will equal or exceed the best estimate.

The primary contingencies which currently prevent the classification of Baytex's contingent resource as reserves
consist of: preparation of firm development plans, including determination of the specific scope and timing of the
project; project sanction; access to capital markets; stakeholder and regulatory approvals; access to required services
and field development infrastructure; oil prices and differentials between light, medium and heavy oil prices;
demonstration of economic viability; future drilling program and testing results; further reservoir delineation and
studies; facility design work; limitations to development based on adverse topography or other surface restrictions;
and the uncertainty regarding marketing and transportation of petroleum from development areas.

There is no certainty that it will be commercially viable to produce any portion of the contingent resource or that
Baytex will produce any portion of the volumes currently classified as contingent resource. The estimates of
contingent resource involve implied assessment, based on certain estimates and assumptions, that the resource
described exists in the quantities predicted or estimated and that the resource can be profitably produced in the
future. The net present value of the future net revenue from the contingent resource does not necessarily represent
the fair market value of the contingent resource.

The recovery and resource estimates provided in the documents incorporated by reference herein are estimates only.
Actual contingent resource (and any volumes that may be reclassified as reserves) and future production from such
contingent resource may be greater than or less than the estimates provided herein. The SEC does not permit the
inclusion of estimates of resources in reports filed with it by United States companies.

Unless otherwise stated, all of the reserves information contained in the documents incorporated herein by reference,
have been calculated and reported in accordance with NI 51-101.

NON-GAAP FINANCIAL MEASURES

In this Prospectus and the documents incorporated by reference into this Prospectus, we refer to certain financial
measures (such as funds from operations, payout ratio, total monetary debt and operating netback) which do not
have any standardized meaning prescribed by Canadian GAAP or IFRS. While funds from operations, payout ratio
and operating netback are commonly used in the oil and gas industry, our determination of these measures may not
be comparable with calculations of similar measures for other issuers.

Fundsfrom Operations

We define funds from operations as cash flow from operating activities before changes in non-cash operating
working capital and other operating items. We believe that this measure assists in providing a more complete
understanding of certain aspects of our results of operations and financial performance, including our ability to
generate the cash flow necessary to fund future dividends to shareholders and capital investments.



However, funds from operations should not be construed as an alternative to traditional performance measures
determined in accordance with Canadian GAAP, such as cash flow from operating activities and net income. Please
refer to our most recent management's discussion and analysis of financial condition and results of operations, which
is incorporated by reference herein, for a reconciliation of funds from operations to cash flow from operating
activities.

Payout Ratio

We define payout ratio as cash dividends (net of participation in our dividend reinvestment plan) divided by funds
from operations. We believe that this measure assists in providing a more complete understanding of certain aspects
of our results of operations and financial performance, including our ability to generate the cash flow necessary to
fund future dividends to Shareholders and capital investments.

Total Monetary Debt

We define total monetary debt as the sum of monetary working capital (which is current assets less current liabilities
(excluding non-cash items such as future income tax assets or liabilities and unrealized gains or losses on financial
derivative contracts)), the principal amount of long-term debt and the balance sheet amount of any convertible
debentures and long-term bank loan. We believe that this measure assists in providing a more complete
understanding of our cash liabilities.

Operating Netback

We define operating netback as product revenue less royalties, operating expenses and transportation expenses
divided by barrels of oil equivalent production volume for the applicable period. We believe that this measure
assists in evaluating the specific operating performance by product.

ADDITIONAL INFORMATION

This Prospectus is part of a combined registration statement on Form F-10/F-3 relating to the Securities that we filed
with the SEC. Under the registration statement, we may, from time to time, sell any of the Securities described in
this Prospectus in one or more offerings up to an aggregate initial offering price of CDN$500,000,000. This
Prospectus provides you with a general description of the Securities that we may offer. Each time we sell Securities,
we will provide a Prospectus Supplement that will contain specific information about the terms of that offering of
Securities. The Prospectus Supplement may also add to, update or change information contained in this Prospectus.
Before you invest, you should read both this Prospectus and any applicable Prospectus Supplement.

This Prospectus does not contain all the information set out in the registration statement. For further information
about us and the Securities, please refer to the registration statement and its exhibits. We are subject to the
information requirements of the Exchange Act and applicable Canadian securities legislation, and in accordance
with those requirements, we file and furnish reports and other information with the SEC and with the Canadian
provincial securities regulatory authorities. Under a multi-jurisdictional disclosure system adopted by the United
States and Canada, we generally may prepare these reports and other information in accordance with the disclosure
requirements of Canada. These requirements are different from those of the United States. As a foreign private
issuer, we are exempt from the rules under the Exchange Act prescribing the furnishing and content of proxy
statements, and our officers, directors and Shareholders holding 10% or more of the Common Shares are exempt
from the reporting and short-swing profit recovery provisions contained in Section 16 of the Exchange Act.

The reports and other information filed and furnished by us with the SEC may be read and copied at the SEC's
public reference room at 100 F Street, N.E., Washington, D.C. 20549. Copies of the same documents can also be
obtained from the public reference room of the SEC in Washington by paying a fee. Please call the SEC at 1-800-
SEC-0330 for further information on the public reference room. The SEC also maintains a website (Www.sec.gov)
that makes available reports and other information that we file electronically with it, including the registration
statement that we have filed with respect to this offering.



EXCHANGE RATES

In this Prospectus and the documents incorporated herein by reference, unless otherwise specified, all dollar
amounts are expressed in Canadian dollars. The following tables set forth: (i) the rates of exchange for Canadian
dollars, expressed in United States dollars in effect at the end of each of the periods indicated; and (ii) the average of
exchange rates in effect on the last day of each month during such period, in each case based on the noon buying
rate in the City of New York for cable transfers in Canadian dollars as certified for customs purposes by the Federal
Reserve Bank of New York for United States Dollars.

United States Dollars

Six Months Ended Year Ended December 31
June 30, 2011 2010 2009 2008
Average for the Period""” $1.0296 $0.9709 $0.8757 $0.9381
End of Period $1.0371 $1.0054 $0.9555 $0.8166

Note:

(1) Determined by averaging the rates on the last business day of each month during the respective period.

On July 25, 2011, the rate of exchange for the Canadian dollar, expressed in United States dollars, based on the
Bank of Canada noon rate for United States dollars, was CDN$1.00=U.S.$1.0583.

ENFORCEABILITY OF CERTAIN CIVIL LIABILITIES

We are a corporation formed under, and governed by, the laws of the Province of Alberta, Canada and our principal
place of business is in Canada. Substantially all of our directors and officers and the experts named in this
Prospectus are residents of Canada or otherwise reside outside of the United States, and all or a substantial portion
of their assets and our assets are located outside the United States. As a result, it may be difficult for investors in the
United States to effect service of process within the United States upon those directors, officers and experts who are
not residents of the United States or to enforce against them judgments of United States courts based upon civil
liability under the United States federal securities laws or the securities laws of any state within the United States.

We have been advised by our Canadian counsel, Burnet, Duckworth & Palmer LLP, that there is substantial doubt
whether an action could be brought in Canada in the first instance on the basis of liability predicated solely upon
United States federal securities laws.

We have appointed Baytex Energy USA Ltd., 600 17th St., Suite 1600 S, Denver, CO 80202, as our agent in the
United States upon which service of process against us may be made in any action based on this Prospectus or any
Prospectus Supplement.

DOCUMENTSINCORPORATED BY REFERENCE

Information has been incorporated by reference into this Prospectus from documents filed with securities
commissions or similar authorities in Canada and with the SEC in the United States. Copies of the documents
incorporated herein by reference may be obtained on request without charge from our Corporate Secretary at
Suite 2800, Centennial Place, East Tower, 520 — 3™ Avenue S.W., Calgary, Alberta, Canada, T2P OR3, Telephone:
(587) 952-3000. In addition, copies of the documents incorporated herein by reference may be obtained from the
securities commissions or similar authorities in Canada through the SEDAR website at www.sedar.com.

The following documents filed with the various securities commissions or similar authorities in the provinces of
Canada are specifically incorporated by reference into and form an integral part of this Prospectus:

(a) our annual information form for the year ended December 31, 2010 dated March 28, 2011 (the "Annual
Information Form");
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(b) our audited consolidated financial statements as at December 31, 2010 and 2009 and for the years then
ended, together with the notes thereto and the auditor's report thereon (collectively, the "2010 Annual
Financial Statements");

(c) our management's discussion and analysis of operating and financial results for the year ended
December 31, 2010 (the "2010 Annual MD& A");

(d) our condensed interim unaudited consolidated financial statements as at March 31, 2011, January 1, 2010
and December 31, 2010 and for the three month periods ended March 31, 2011 and 2010, together with the
notes thereto (the "Q1 2011 Financial Statements");

(e) our management's discussion and analysis of operating and financial results for the three month period
ended March 31, 2011 (the "Q1 2011 MD& A™);

® our Information Circular — Proxy Statement dated March 31, 2011 relating to the annual meeting of
Shareholders held on May 17, 2011 (the "Information Circular");

(2) the supplemental disclosure of our oil and gas producing activities prepared in accordance with Accounting
Standards Codification 932 "Extractive Activities — Oil & Gas" issued by the United States Financial
Accounting Standards Board (the "Supplemental Oil and Gas Disclosures"), which was filed on SEDAR
under the category "Other" on March 28, 2011; and

(h) our material change report dated January 10, 2011 in respect of the completion of the Corporate
Conversion.

The following document of the Trust, our predecessor, filed with the various securities commissions or similar
authorities in the provinces of Canada is specifically incorporated by reference into and forms an integral part of this
Prospectus: the Information Circular — Proxy Statement of the Trust dated October 26, 2010 relating to the special
meeting of Unitholders held on December 9, 2010.

Any annual information form, audited consolidated financial statements (together with the auditor's report thereon)
and related management's discussion and analysis, information circular, material change reports, business
acquisition reports and condensed interim unaudited consolidated financial statements and related management's
discussion and analysis subsequently filed by us with the securities commissions or similar regulatory authorities in
the relevant provinces and territories of Canada after the date of this Prospectus and prior to the termination of the
offering of any Securities under any Prospectus Supplement shall be deemed to be incorporated by reference into
this Prospectus. In addition, to the extent that any document or information incorporated by reference into this
Prospectus is included in any report on Form 6-K, Form 40-F, Form 20-F, Form 10-K, Form 10-Q or Form 8-K (or
any respective successor form) that is filed with or furnished to the SEC after the date of this Prospectus, that
document or information shall be deemed to be incorporated by reference as an exhibit to the registration statement
of which this Prospectus forms a part. In addition, if we specifically state it in the applicable document, we may
incorporate by reference into the registration statement of which this Prospectus forms a part information from
documents that we file with the SEC pursuant to Section 13(a) or 15(d) of the Exchange Act.

Any statement contained in this Prospectus or in a document (or part of a document) incorporated or deemed to be
incorporated by reference into this Prospectus shall be deemed to be modified or superseded for purposes of this
Prospectus to the extent that a statement contained in this Prospectus or in any other subsequently filed document
which also is, or is deemed to be, incorporated by reference into this Prospectus modifies or supersedes that
statement. The modifying or superseding statement need not state that it has modified or superseded a prior
statement or include any other information set forth in the document that it modifies or supersedes. The making of a
modifying or superseding statement is not to be deemed an admission for any purposes that the modified or
superseded statement, when made, constituted a misrepresentation, an untrue statement of a material fact or an
omission to state a material fact that is required to be stated or that is necessary to make a statement not misleading
in light of the circumstances in which it was made. Any statement so modified or superseded shall not be deemed,
except as so modified or superseded, to be incorporated by reference into this Prospectus or to constitute a part of
this Prospectus.
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Upon a new annual information form and corresponding annual financial statements and related management's
discussion and analysis being filed by us with, and where required, accepted by, the applicable securities regulatory
authorities during the currency of this Prospectus, the previous annual information form and all annual financial
statements, interim financial statements and the related management's discussion and analysis, material change
reports, business acquisition reports and information circulars filed prior to the commencement of the financial year
in respect of which the new annual information form is filed shall be deemed no longer to be incorporated by
reference into this Prospectus for purposes of future offers and sales of Securities hereunder. Upon interim
consolidated financial statements and the related management's discussion and analysis being filed by us with the
applicable securities regulatory authorities during the currency of this Prospectus, all interim consolidated financial
statements and the related management's discussion and analysis filed prior to the new interim consolidated financial
statements shall be deemed no longer to be incorporated in this Prospectus for purposes of future offers and sales of
Securities under this Prospectus. Upon a new information circular — proxy statement relating to an annual meeting
of Shareholders being filed by us with the applicable securities regulatory authorities during the currency of this
Prospectus, the information circular — proxy statement for the preceding annual meeting of Shareholders shall be
deemed no longer to be incorporated into this Prospectus for purposes of future offers and sales of Securities under
this Prospectus. However, if the information circular — proxy statement for the preceding annual meeting contains
disclosure regarding special business which differs from the matters voted on, or to be voted on, at a new annual
meeting for which the new information circular — proxy statement is filed by the Corporation, the information
circular — proxy statement for the preceding annual meeting of Shareholders shall continue to be incorporated into
this Prospectus.

One or more Prospectus Supplements containing the specific variable terms for an issue of Securities and other
information in relation to those Securities will be delivered or made available to purchasers of such Securities
together with this Prospectus to the extent required by applicable securities laws and will be deemed to be
incorporated by reference into this Prospectus as of the date of the Prospectus Supplement solely for the purposes of
the offering of the Securities covered by any such Prospectus Supplement.

You should rely only on the information contained in or incorporated by reference into this Prospectus or
any Prospectus Supplement and on the other information included in the registration statement of which this
Prospectus forms a part. We have not authorized anyone to provide you with different or additional
information. We are not making an offer of these Securities in any jurisdiction where the offer is not
permitted by law. An investor should not assume that the information contained in or incorporated by
reference into this Prospectus or any Prospectus Supplement is accurate as of any date other than the date of
the applicable document.

SUMMARY DESCRIPTION OF BUSINESS
Baytex Energy Corp.

We were incorporated on October 22, 2010 pursuant to the provisions of the ABCA, as an indirect wholly-owned
subsidiary of the Trust, for the sole purpose of participating in the Corporate Conversion, which was implemented as
a result of changes to laws regarding the taxation of trusts in Canada that took effect on January 1, 2011. Pursuant
to the Corporate Conversion: (i) on December 31, 2010, holders of Trust Units exchanged their Trust Units for
Common Shares on a one-for-one basis; and (ii) on January 1, 2011, the Trust was dissolved and terminated, with us
being the successor to the Trust.

Our head office is located at Suite 2800, Centennial Place, East Tower, 520 — 3™ Avenue S.W., Calgary, Alberta,
Canada, T2P OR3 and our registered office is located at 1400, 350 — 7% Avenue S.W., Calgary, Alberta, Canada,
T2P 3N9. Effective August 22, 2011, our registered office will be located at 2400, 525 — 8" Avenue S.W., Calgary,
Alberta, Canada, T2P 1G1.

Business of the Corporation

Through our subsidiaries, we are engaged in the business of acquiring, developing, exploiting and holding interests
in petroleum and natural gas properties and related assets in Canada (primarily in the provinces of British Columbia,
Alberta and Saskatchewan) and in the United States (primarily in the states of North Dakota and Wyoming). We act
as the primary financing vehicle for our subsidiaries by providing access to debt and equity capital markets. As at
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the date of this Prospectus, our primary assets are the shares of Baytex Energy that we own and the Notes. Cash
flow from the business carried on by our subsidiaries is flowed to us by way of dividends, interest and principal
repayments on the Notes and intercompany loans.

We pay monthly cash dividends to holders of our Common Shares in accordance with our dividend policy. In the
event that we do not comply with covenants under the Credit Facilities and the Debenture Indenture, our ability to
pay dividends to Shareholders may be restricted. See "Description of Common Shares— Dividend Policy".

For a description of the general development of our business over the last three completed financial years, see
"General Development of Our Business' and "Description of Our Business and Operations' in the Annual
Information Form, which is incorporated by reference herein.

Organizational Structure

The following diagram describes the inter-corporate relationships among us and our material subsidiaries.

Baytex
Energy Corp.
(Alberta)

A 4

Baytex
Energy Ltd.
(Alberta)

A 4

Baytex
Marketing Ltd.
(Alberta)

A 4 A 4 A 4

Baytex Baytex Baytex
0il & Gas Ltd. Resources Corp. Energy USA
(Alberta) (Alberta) Ltd. (Colorado)

Baytex Holdings
Limited Partnership
(Alberta)

Baytex Energy
Partnership
(Alberta)

Potential Acquisitions

We continue to evaluate potential acquisitions of all types of petroleum and natural gas and other energy-related
assets as part of our on-going acquisition program. We are normally in the process of evaluating several potential
acquisitions at any one time which individually or together could be material. As of the date hereof, other than as
otherwise disclosed herein, we have not reached agreement on the price or terms of any potential material
acquisitions. We cannot predict whether any current or future opportunities will result in one or more acquisitions
for us.

CONSOLIDATED CAPITALIZATION

Other than the amendment of Baytex Energy's credit facilities effective June 14, 2011 (as described below), there
have been no material changes in our share and loan capital, on a consolidated basis, since March 31, 2011.

On June 14, 2011, our wholly-owned subsidiary, Baytex Energy, reached agreement with its lending syndicate to
amend the credit facilities to (i) increase the amount available under the facilities to $700 million (from
$650 million), (ii) extend the revolving period from 364 days (with a one-year term out following the revolving
period) to three years, which is extendible annually for a 1, 2 or 3 year period (subject to a maximum three-year term
at any time), and (iii) change the structure of the facilities from reserves-based to covenant-based (with standard
commercial covenants for facilities of this nature). The Credit Facilities do not require any mandatory principal
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payments during the three-year term. Advances (including letters of credit) under the Credit Facilities can be drawn
in either Canadian or U.S. funds and bear interest at the agent bank's prime lending rate, bankers' acceptance
discount rates or London Interbank Offer Rates, plus applicable margins. The Credit Facilities are secured by a
floating charge over all of Baytex Energy's assets and are guaranteed by Baytex and certain material restricted
subsidiaries. The Credit Facilities do not include a term-out feature or a borrowing base restriction. In the event
that we do not comply with covenants under the Credit Facilities, our ability to pay dividends to Shareholders may
be restricted. See "Record of Dividends'. A copy of the amended and restated credit agreement which establishes
the Credit Facilities is accessible on the SEDAR website at www.sedar.com (filed under the category "Material
Document" on July 22, 2011).

As at March 31, 2011, we had 115,177,168 Common Shares and rights to acquire 4,609,178 Common Shares
(issued pursuant to the Incentive Plan) outstanding. In addition, as at March 31, 2011, we had 176,390 restricted
awards and 113,610 performance awards (granted pursuant to the Share Award Incentive Plan) outstanding. For a
description of the Incentive Plan, see "Executive Compensation Plan — Common Share Rights Incentive Plan" in the
Information Circular, which is incorporated by reference herein. For a description of the Share Award Incentive
Plan, see "Executive Compensation Plan — Share Award Incentive Plan" in the Information Circular, which is
incorporated by reference herein.

RECORD OF DIVIDENDS

Our dividend policy is to pay a monthly dividend on our Common Shares on or about the 15™ day following the end
of each calendar month to Shareholders of record on or about the last business day of each such calendar month.
See "Description of Common Shares — Dividend Policy".

Since we commenced operations on January 1, 2011, the following Common Share dividends have been declared by
us.

Amount per
Record Date Payment Date Common Share
January 31, 2011 February 15, 2011 $0.20
February 28, 2011 March 15, 2011 $0.20
March 31, 2011 April 15,2011 $0.20
April 29, 2011 May 14, 2011 $0.20
May 31, 2011 June 16,2011 $0.20
June 30, 2011 July 14,2011 $0.20
July 29,2011 August 15,2011 $0.20

Pursuant to the Credit Facilities, we are restricted from paying dividends to Shareholders if a default or event of
default has occurred and is continuing and, if no default or event of default has occurred which is continuing, where
the dividend would or would reasonably be expected to have a material adverse effect on us or on our or our
subsidiaries' ability to fulfill their obligations under the Credit Facilities or under any hedge agreements with lenders
(or their affiliates) under the Credit Facilities.

The Debenture Indenture also contains certain limitations on maximum cumulative dividends. Restricted payments
include the declaration or payment of any dividend or distribution by us and the payment of interest or principal on
subordinated debt owed by us. We and certain of our subsidiaries are restricted from making any restricted
payments unless at the time of, and immediately after giving effect to, the proposed restricted payment, no default or
event of default under the Debenture Indenture has occurred and is continuing, and either: (i) (a) we could incur at
least $1.00 of additional indebtedness (other than certain permitted debt) in accordance with the "Limitation on
Incurrence of Indebtedness and Issuance of Disqualified Stock" covenant in the Debenture Indenture; (b) the ratio of
consolidated debt to consolidated cash flow from operations does not exceed 3.0 to 1.0; and (c) the aggregate
amount of all restricted payments declared or made after August 26, 2009 (other than certain permitted restricted
payments) does not exceed the sum of: (A) 80% of consolidated cash flow from operations accrued on a cumulative
basis since August 26, 2009, plus (B) 100% of the aggregate net cash proceeds received by us after August 26, 2009
from (x) the issuance by us of convertible debentures, or (y) capital contributions in respect of certain permitted
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equity that we receive from any person; plus (C) the aggregate net proceeds, including the fair market value of
property received after August 26, 2009 other than cash (as determined by the Board of Directors), received by us
from any person, other than a subsidiary, from the issuance or sale of debt securities (including convertible
debentures) or disqualified stock that have been converted into or exchanged for certain permitted equity of us, plus
the aggregate net cash proceeds received by us at the time of such conversion or exchange; or (ii) the aggregate
amount of all restricted payments declared or made pursuant to paragraph (i) does not exceed the sum of certain
unpaid funds from restricted payments not previously expended under paragraph (i), plus $50,000,000. As at the
date of this Prospectus, we are in compliance with these covenants.

Cash dividends are not guaranteed. Our historical cash dividends (and the Trust's historical cash
distributions) may not be reflective of future cash dividends, which will be subject to review by the Board of
Directors taking into account our prevailing financial circumstances at the relevant time. Although we intend
to pay dividends to Shareholders, these cash dividends may be reduced or suspended. The actual amount
distributed will depend on numerous factors, including fluctuations in commodity prices, production levels,
capital expenditure requirements, debt service requirements, operating costs, royalty burdens, foreign
exchange rates, the satisfaction of the liquidity and solvency tests imposed by the ABCA for the declaration
and payment of dividends and other factors beyond our control. See" Risk Factors'.

USE OF PROCEEDS

The net proceeds to be derived from the sale of Securities will be the issue price less any commission paid in
connection therewith and the expenses relating to the particular offering of Securities. Unless otherwise indicated in
a Prospectus Supplement relating to a particular offering of Securities, we intend to use the net proceeds from the
sale of Securities for general corporate purposes, repayment of indebtedness and/or the direct or indirect financing of
future growth opportunities, including acquisitions and capital expenditures. The amount of net proceeds to be used
for any such purposes will be described in a Prospectus Supplement. We may invest funds that we do not
immediately use in short-term marketable investment grade securities. We may, from time to time, issue securities
(including debt securities) other than pursuant to this Prospectus.

DESCRIPTION OF COMMON SHARES

Our authorized capital consists of an unlimited number of Common Shares without nominal or par value and
10,000,000 preferred shares, without nominal or par value, issuable in series.

Holders of Common Shares are entitled to notice of, to attend and to one vote per share held at any meeting of our
Shareholders (other than meetings of a class or series of shares of the Corporation other than the Common Shares as
such).

Holders of Common Shares will be entitled to receive dividends as and when declared by the Board of Directors on
the Common Shares as a class, subject to prior satisfaction of all preferential rights to dividends attached to shares of
other classes of our shares ranking in priority to the Common Shares in respect of dividends.

Holders of Common Shares will be entitled in the event of any liquidation, dissolution or winding-up of us, whether
voluntary or involuntary, or any other distribution of our assets among our shareholders for the purpose of winding-
up our affairs, and subject to prior satisfaction of all preferential rights to return of capital on dissolution attached to
all shares of other classes of our shares ranking in priority to the Common Shares in respect of return of capital on
dissolution, to share rateably, together with the holders of shares of any other class of our shares ranking equally
with the Common Shares in respect of return of capital on dissolution, in such of our assets as are available for
distribution.

Dividend Policy

Our dividend policy is to pay a monthly dividend on our Common Shares on or about the 15" day following the end
of each calendar month to Shareholders of record on or about the last business day of each such calendar month.
Our dividend policy follows the general corporate philosophy of financial self sufficiency whereby, over the long
term, development capital expenditures and dividend payments are planned to be financed from internally generated



15

funds from operations. Unless otherwise indicated, all dividends paid or to be paid on our Common Shares are
designated as "eligible dividends" for Canadian income tax purposes.

The amount of future cash dividends, if any, will be subject to the discretion of the Board of Directors and may vary
depending on a variety of factors and conditions existing from time to time, including fluctuations in commodity
prices, production levels, capital expenditure requirements, debt service requirements, operating costs, royalty
burdens, foreign exchange rates, the satisfaction of the liquidity and solvency tests imposed by the ABCA for the
declaration and payment of dividends and other factors beyond our control. Pursuant to the ABCA, after the
payment of a dividend, we must be able to pay our liabilities as they become due and the realizable value of our
assets must be greater than our liabilities and the legal stated capital of our outstanding securities. As at March 31,
2011, our legal stated capital was approximately $1.55 billion. Cash dividends to Shareholders are not assured or
guaranteed and there can be no guarantee that Baytex will maintain its dividend policy. See "Record of Dividends'
and "Risk Factors".

The agreement governing the Credit Facilities and the Debenture Indenture restrict our ability to pay cash dividends
in certain circumstances and contain certain limitations on maximum cumulative dividends. See "Record of
Dividends'.

DESCRIPTION OF SUBSCRIPTION RECEIPTSAND OTHER CONVERTIBLE SECURITIES

Subscription Receipts and Other Convertible Securities may be offered separately or together with other securities of
ours. The applicable Prospectus Supplement will include details of the agreement or other instrument pursuant to
which such Subscription Receipts or Other Convertible Securities will be created and issued.

The Subscription Receipts will be issued under a subscription receipt agreement. A Subscription Receipt is a
security of ours that will entitle the holder to receive another security of ours upon the completion of a transaction,
typically an acquisition by us of the assets or securities of another entity. After the offering of Subscription
Receipts, the proceeds from the sale of the Subscription Receipts are held in escrow by the designated escrow agent,
pending the completion of the transaction. Holders of Subscription Receipts are not Shareholders. Holders of
Subscription Receipts are only entitled to receive (i) another security of ours upon the surrender of their Subscription
Receipts to the escrow agent or (ii) a return of the subscription price for the Subscription Receipts together with any
payments in lieu of interest or other income earned on the subscription proceeds.

The particular terms and provisions of Subscriptions Receipts or Other Convertible Securities offered by any
Prospectus Supplement, and the extent to which the general terms and provisions described below may apply to
them, will be described in the Prospectus Supplement filed in respect of such Subscription Receipts or Other
Convertible Securities. This description will include, where applicable: (i) the number of Subscription Receipts or
Other Convertible Securities; (ii) the price at which the Subscription Receipts or Other Convertible Securities will
be offered; (iii) the terms, conditions and procedures for the conversion or exercise of the Subscription Receipts or
Other Convertible Securities into another security of ours or pursuant to which the holders of Subscription Receipts
will become entitled to receive another security of ours; (iv) the amount and type of securities that may be obtained
upon the conversion or exercise of each Subscription Receipt or Other Convertible Security, as applicable, and the
period or periods during which any conversion or exercise must occur; (v) the designation and terms of any other
securities with which the Subscription Receipts or Other Convertible Securities will be offered, if any, and the
number of Subscription Receipts or Other Convertible Securities that will be offered with each security; (vi) the
gross proceeds from the sale of the Subscription Receipts or Other Convertible Securities, including (if applicable)
the terms applicable to such proceeds plus any interest earned thereon; (vii) the material income tax consequences of
owning, holding and disposing of the Subscription Receipts or Other Convertible Securities; and (viii) any other
material terms and conditions of the Subscription Receipts or Other Convertible Securities.

We will not offer Warrants for sale separately to any member of the public in Canada unless the offering is in
connection with and forms part of the consideration for an acquisition or merger transaction or unless the applicable
Prospectus Supplement containing the specified terms of the Warrants to be offered separately is first approved for
filing by the securities commissions or similar regulatory authorities in each of the provinces and territories of
Canada where the Warrants will be offered for sale.



16

DESCRIPTION OF DEBT SECURITIES

Any Debt Securities issued in Canada will be issued under an amended and restated trust indenture (the "Canadian
Indenture") among us, as issuer, Baytex Energy and certain of its subsidiaries, as guarantors, and Valiant Trust
Company, as indenture trustee (the "Canadian Trustee"), dated January 1, 2011, as supplemented by a first
supplemental trust indenture dated February 17, 2011 (the "First Supplemental Indenture"). Copies of the
Canadian Indenture and the First Supplemental Indenture are accessible on the SEDAR website at www.sedar.com
(filed under the category "Material Document" on January 10, 2011 and February 22, 2011, respectively).

Any Debt Securities issued in the United States will be issued under a trust indenture (the "U.S. Indenture") to be
entered into among us, as issuer, Baytex Energy and certain of its subsidiaries, as guarantors, and The Bank of Nova
Scotia Trust Company of New York, as indenture trustee (the "U.S. Trustee"). The U.S. Indenture is subject to and
governed by the Canada Business Corporations Act and, consequently, is exempt from certain provisions of the
United States Trust Indenture Act of 1939, as amended, by virtue of Rule 4d-9 thereunder. A copy of the form of the
U.S. Indenture is accessible on the EDGAR website at www.sec.gov (filed as exhibit 7.1 to the Registration
Statement on Form F-10, of which this Prospectus forms a part). A copy of the form of the U.S. Indenture is also
accessible on the SEDAR website at www.sedar.com (filed under the category "Material Document" on July 26,
2011).

In so far as it relates to the Debt Securities, the U.S. Indenture is for all intents and purposes virtually identical to the
Canadian Indenture. In this section, the Canadian Indenture and the U.S. Indenture are collectively referred to as the
"Debenture Indenture" and the Canadian Trustee and the U.S. Trustee are collectively referred to as the
"Indenture Trustee".

The following is a summary only of important provisions and definitions of the Debenture Indenture and the Debt
Securities which describes certain general terms and provisions of the Debt Securities and is not intended to be
complete. We urge you to review the applicable Debenture Indenture carefully before making a decision to purchase
any Debt Securities because it is the Debenture Indenture, and not this summary, that governs your rights as a holder
of our Debt Securities.

General

The Debenture Indenture authorizes us to issue an unlimited aggregate principal amount of Debt Securities in one or
more series. The terms and conditions applicable to a series of Debt Securities will be established in accordance with
the requirements of the applicable Debenture Indenture for the specific Debt Securities and contained in the
applicable Prospectus Supplement. Reference is made to the relevant Prospectus Supplement for the terms and other
information with respect to the Debt Securities being offered thereby, including:

(a) the designation, aggregate principal amount and authorized denominations of such Debt Securities;

(b) the currency or currency units for which the Debt Securities may be purchased and the currency or
currency units in which the principal and any interest is payable (in either case, if other than Canadian
dollars);

(c) the percentage of the principal amount at which such Debt Securities will be issued;

(d) the date or dates on which such Debt Securities will mature;

(e) the rate or rates per annum at which such Debt Securities will bear interest (if any), or the method of
determination of such rates (if any);

(f) the dates on which any such interest will be payable and the record dates for such payments;

(g) the name of the trustee under the Debenture Indenture pursuant to which the Debt Securities are to be
issued;
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(h) any redemption term or terms under which such Debt Securities may be defeased;

(i) whether such Debt Securities are to be issued in registered form, bearer form or in the form of
temporary or permanent global securities and the basis of exchange, transfer and ownership thereof;

(j) any exchange or conversion terms; and
(k) any other specific terms.

The Debt Securities may, at our option, be issued in fully registered form, in "book-entry only" form or may be
uncertificated. Debt Securities in registered form will be exchangeable for other Debt Securities of the same series
and tenor, registered in the same name, for a like aggregate principal amount in authorized denominations and will
be transferable at any time or from time to time at the corporate trust office of the trustee for such Debt Securities.

The Debt Securities of a single series may be issued at various times with different maturity dates, may bear interest
at different rates and may otherwise vary.

Ranking

Unless otherwise indicated in a Prospectus Supplement, the Debt Securities will be our direct unsecured obligations.
The Debt Securities will be senior or subordinated indebtedness of us as described in the relevant Prospectus
Supplement. In the event of the insolvency or winding-up of us, our subordinated indebtedness, including the
subordinated Debt Securities, will be subordinate in right of payment to the prior payment in full of all of our other
liabilities (including senior indebtedness), except those which by their terms rank equally in right of payment with or
are subordinate to such subordinated indebtedness.

Definitions

For the purpose of the following discussion of certain provisions of the Debenture Indenture, the following terms
will have substantially the meanings set out below:

"Adjusted Consolidated Net Tangible Assets" means, without duplication, as of the date of determination:

(1) the sum of: (a) discounted future net cash flows from our proved oil and gas reserves and those of our
Restricted Subsidiaries calculated in accordance with applicable securities legislation using a discount rate
of 10% but before any federal, provincial or foreign income taxes, as estimated by our independent
petroleum engineers in a reserve report prepared as of the end of our most recently completed fiscal year
for which audited financial statements are available, increased and/or decreased, as the case may be, as
described in clause (b); (b) the capitalized costs that are attributable to our oil and gas properties and those
of our Restricted Subsidiaries to which no proved oil and gas reserves are attributable, based on our books
and records as of a date no earlier than the date of our latest annual or quarterly financial statements; (c) the
net working capital on a date no earlier than the date of our latest annual or quarterly financial statements;
and (d) the greater of:

(A) the net book value of our other tangible assets and those of our Restricted Subsidiaries, including
without duplication, Investments in unconsolidated Restricted Subsidiaries, on a date no earlier
than the date of our latest annual or quarterly financial statements; and

(B) the appraised value, as estimated by independent appraisers, of our other tangible assets and those
of our Restricted Subsidiaries, including, without duplication, Investments in unconsolidated
Restricted Subsidiaries, as of the date no earlier than the date of our latest audited financial
statements;

minus



(i)

(iii)

(iv)
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the sum of
(A) minority interests;
3B) any of our net gas balancing liabilities and those of our Restricted Subsidiaries reflected in our

latest annual financial statements;

to the extent included in clause (i)(a) above, the discounted future net cash flows, calculated in accordance
with applicable securities legislation using a discount rate of 10%, but before any federal, provincial or
foreign income taxes and utilizing the prices utilized in our and those of our Restricted Subsidiaries' year-
end reserve report, attributable to reserves which are required to be delivered to third parties to fully satisfy
our obligations and those of our Restricted Subsidiaries with respect to volumetric production payments on
the schedules specified with respect thereto; and

the discounted future net cash flows, calculated in accordance with applicable securities legislation but
before any federal, provincial or foreign income taxes, attributable to reserves subject to dollar-
denominated production payments which, based on the estimates of production and price assumptions
included in determining the discounted future cash flows specified in clause (i)(a) above, would be
necessary to fully satisfy our payment obligations and those of our Restricted Subsidiaries with respect to
dollar-denominated production payments on the schedules specified with respect thereto.

Discounted future net cash flows will be increased pursuant to clauses (i) and (ii) below and decreased
pursuant to clauses (iii) and (iv) below, as of the date of determination, by the estimated discounted future
net cash flows, calculated in accordance with applicable securities legislation using a discount rate of 10%
but before any federal, provincial or foreign income taxes and utilizing the prices utilized in such year-end
reserve report referred to in clause (i)(a) above, from:

(1) estimated proved oil and gas reserves acquired since such year-end, which reserves were not
reflected in such year-end reserve report;

(i1) estimated oil and gas reserves attributable to upward revisions of estimates of proved oil and gas
reserves since such year-end due to exploration, development, exploitation, production or other
activities;

(ii1) estimated proved oil and gas reserves produced or disposed of since such year-end; and

(iv) estimated oil and gas reserves attributable to downward revisions of estimates of proved oil and

gas reserves since such year-end due to exploration, development, exploitation, production or
other activities.

In the case of each of the determinations made pursuant to clauses (i) through (iv) immediately above, such
increases and decreases shall be as estimated by our internal petroleum engineers, except that in the event
there is a Material Change as a result of such acquisitions, dispositions or revisions, then the discounted
future net cash flows utilized for purposes of clauses (i)(a) through (i)(d) shall be confirmed in writing by a
Canadian nationally recognized firm of independent petroleum engineers;

"Cash Equivalents' means:

(i)

(i)

any evidence of Indebtedness with a term to maturity of one year or less issued or directly and fully
guaranteed or insured by Canada or the United States or any agency or instrumentality of Canada or the
United States or any province or agency thereof (provided that the full faith and credit of Canada or the
United States or any province thereof, as the case may be, is pledged in support thereof, and provided,
further, that any province of Canada must be rated, as the case may be, at least "R-1" by DBRS Limited (in
the case of a Canadian provincial issuer);

certificates of deposit or acceptances with a term to maturity of one year or less of, and overnight bank
deposits with, any Canadian chartered bank or financial institution that is a member of the United States
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Reserve System having combined capital and surplus and undivided profits of not less than $500 million or
the equivalent in U.S. dollars;

(i) commercial paper with a term to maturity of 180 days or less issued by a corporation that is not an affiliate
of us and is organized under the laws of Canada or any province thereof or, any state of the United States
and rated at least A 1 by S&P or at least P 1 by Moody's or at least "R-1" by DBRS Limited (in the case of
a Canadian issuer); and

@iv) funds which invest exclusively in any combination of the foregoing;

"Change of Control" means the occurrence of any one of the following: (i) all or substantially all of our property,
assets and undertaking on a consolidated basis becomes the property of any other person who is not an affiliate of
us; or (ii) a person who is not an affiliate of us, or group of such persons acting jointly or in concert, acquires our
Common Shares (and/or securities convertible into our Common Shares, as applicable) representing (on a diluted
basis, but only giving effect to the conversion or exercise of convertible securities held by such person or group of
persons) greater than 50% of our Common Shares, as applicable;

"Consolidated Cash Flow from Operations" means, for any period, the sum of, without duplication, Consolidated
Net Income for such period, plus (or, in the case of clause (iii) below, plus or minus) the following items to the
extent included in computing Consolidated Net Income for such period:

(1) our and our Restricted Subsidiaries' federal, provincial, local and foreign future income tax expense for
such period accrued in accordance with GAAP for such period (other than income taxes attributable to
extraordinary, unusual or nonrecurring gains or losses or taxes attributable to sale or dispositions outside
the ordinary course of business and provided that current income tax expense determined in accordance
with GAAP shall not be included); plus

(i1) our and our Restricted Subsidiaries' depletion, depreciation and amortization expense for such period; plus

(ii1) site restoration costs plus any other non-cash charges for such period (including any non-cash charges
related to a ceiling test write-down required under GAAP) and minus non-cash credits for such period,
other than non-cash charges or credits resulting from changes in prepaid assets or accrued liabilities in the
ordinary course of business,

provided that income tax expense, depletion, depreciation and amortization expense and non-cash charges and
credits of a Restricted Subsidiary will be included in Consolidated Cash Flow from Operations only to the extent,
and in the same proportion, that the net income of such Restricted Subsidiary was included in calculating
Consolidated Net Income for such period;

"Consolidated Debt" means, at any time, our Indebtedness and that of our Restricted Subsidiaries, other than
Hedging Obligations, at such time as determined on a consolidated basis in accordance with GAAP and as shown on
our most recent annual audited or quarterly unaudited balance sheets; provided, however, that Consolidated Debt
shall not include Convertible Debentures (as defined in the Debenture Indenture);

"Consolidated EBITDA" means, for any period, the sum of, without duplication, Consolidated Net Income for such
period, plus (or, in the case of clauses (iv) and (v) below, plus or minus) the following items to the extent included in
computing Consolidated Net Income for such period:

(1) Fixed Charges for such period; plus

(i1) our federal, provincial, state and foreign income tax expense and that of our Restricted Subsidiaries for
such period paid or accrued in accordance with GAAP for such period (other than income taxes attributable
to extraordinary, unusual or nonrecurring gains or losses or taxes attributable to sales or dispositions
outside the ordinary course of business); plus

(iii) our depletion, depreciation and amortization expense and that of our Restricted Subsidiaries for such
period; plus
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(iv) site restoration costs; plus

v) any other non-cash charges for such period (including any non-cash charges related to a ceiling test write-
down required under GAAP) and minus non-cash credits for such period, other than non cash charges or
credits resulting from changes in prepaid assets or accrued liabilities in the ordinary course of business;

provided that income tax expense, depletion, depreciation and amortization expense and non cash charges and
credits of a Restricted Subsidiary shall be included in Consolidated EBITDA only to the extent (and in the same
proportion) that the net income of such Restricted Subsidiary was included in calculating Consolidated Net Income
for such period;

"Consolidated Net Income" means, for any period, our net income (or net loss) and that of our Restricted
Subsidiaries for such period as determined on a consolidated basis in accordance with GAAP, adjusted to the extent
included in calculating such net income or loss by excluding:

(1) any net after tax extraordinary gains or losses (less all fees and expenses relating thereto);

(i1) any net after tax gains or losses (less all fees and expenses relating thereto) attributable to certain asset
sales;

(iii) the net income (but not the net loss) of any person (other than us or a Restricted Subsidiary), in which we

or any Restricted Subsidiary has an equity interest, except that the aggregate amount of dividends or other
distributions actually paid to us or any Restricted Subsidiary in cash during such period will be included in
such Consolidated Net Income;

(iv) the net income (or loss) of any person acquired by us or any Restricted Subsidiary in a "pooling of
interests" transaction attributable to any period prior to the date of such acquisition;

(v) the net income (but not the net loss) of any Restricted Subsidiary to the extent that the declaration or
payment of dividends or similar distributions by such Restricted Subsidiary of such net income is at the
date of determination restricted, directly or indirectly, except that the aggregate amount of such net income
that could be paid to us or a Restricted Subsidiary thereof by loans, advances, intercompany transfers,
principal repayments or otherwise will be included in such Consolidated Net Income; and

(vi) any non-cash charges related to a ceiling test write down under GAAP;

and in each case as adjusted for the pro forma net income of material acquisitions or dispositions (including
Restricted Subsidiaries acquired or disposed of in such period) in such period on the basis that such acquisition or
disposition occurred on the first day of such period;

"Consolidated Net Worth" means, at any date of determination, the shareholders' equity as set forth on our most
recently available quarterly or annual consolidated balance sheet and that of our Restricted Subsidiaries together
with the principal amount of any outstanding Convertible Debentures (as defined in the Debenture Indenture), less
any amounts attributable to Disqualified Stock or any equity security convertible into or exchangeable for
Indebtedness, the cost of treasury stock and the principal amount of any promissory notes receivable from the sale of
our capital stock and less, to the extent included in calculating our shareholders' equity and that of our Restricted
Subsidiaries, the shareholders' equity attributable to Unrestricted Subsidiaries, each item to be determined in
conformity with GAAP;

"Debt Securities" means the debentures, notes or other evidence of our indebtedness issued and certified from time
to time pursuant to the Debenture Indenture (including the 2016 Debentures and the 2021 Debentures);

"Debtholders" or "holders' means the persons for the time being entered in the register for Debt Securities as
registered holders of Debt Securities payable to a named payee or any transferees of such persons by endorsement or
delivery;
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"Default" means any event that is, or after notice or passage of time or both would be, an Event of Default;

"Disqualified Stock" means any class or series of capital stock, other than our Common Shares, that either by its
terms, or by the terms of any security into which it is convertible or exchangeable or by contract or otherwise:

(1) is, or upon the happening of an event or passage of time would be, required to be redeemed on or prior to
any such final stated maturity of any of the Debt Securities;

(i1) is redeemable at the option of the holder thereof at any time on or prior to such final stated maturity; or

(iii) at the option of the holder thereof, is convertible into or exchangeable for debt securities at any time on or
prior to such final stated maturity,

provided that any capital stock that would not constitute Disqualified Stock but for provisions therein giving holders
thereof the right to cause the issuer thereof to repurchase or redeem such capital stock upon the occurrence of an
"asset sale" or "change of control" occurring prior to any stated maturity of the Debt Securities will not constitute
Disqualified Stock if the "asset sale" or "change of control" provisions applicable to such capital stock are no more
favourable to the holders of such capital stock than the provisions contained in the Debenture Indenture and such
capital stock specifically provides that the issuer will not repurchase or redeem any of such stock pursuant to such
provision prior to our repurchase of such of the Debt Securities as are required to be repurchased pursuant to the
terms of the Debenture Indenture;

"Extraordinary Resolution" means, for the Debt Securities, a resolution passed as an extraordinary resolution by
the affirmative votes of the holders of not less than 66 %% of the outstanding aggregate principal amount of Debt
Securities represented and voting on a poll at a meeting of Debtholders duly convened for the purpose and held in
accordance with the provisions of this Indenture, or in the case of any series of Debt Securities, a resolution passed
as an extraordinary resolution by the affirmative votes of the holders of not less than 66 %:%, represented and voting
on a poll at a meeting of Debtholders duly convened for the purpose and held in accordance with the provisions of
the Debenture Indenture.

"Fixed Charges" means, for any period, without duplication, the sum of:

(1) the amount that, in conformity with GAAP, would be set forth opposite the caption "interest expense" (or
any like caption) on our consolidated statement of operations and our Restricted Subsidiaries for such
period, including, without limitation:

(A) amortization of debt discount;

(B) the net cost of any interest rate protection agreements and other types of interest rate hedging
agreements (including amortization of discounts);

© the interest portion of any deferred payment obligation;

(D) amortization of debt issuance costs; and
(E) the interest component of capital lease obligations; plus
(i1) cash distributions or dividends paid on preferred stock or Disqualified Stock by any Restricted Subsidiary

to any person other than us and our Restricted Subsidiaries; plus
(ii1) all interest on any Indebtedness of any person guaranteed by us or any of our Restricted Subsidiaries;
provided, however, that Fixed Charges shall not include (i) any gain or loss from extinguishment of debt, including

the write-off of debt issuance costs and (ii) the fixed charges of a Restricted Subsidiary to the extent (and in the
same proportion) that the net income of such Subsidiary was excluded in calculating Consolidated Net Income
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pursuant to clause (v) of the definition thereof for such period; and (iii) interest on any Convertible Debentures (as
defined in the Debenture Indenture);

"Fixed Charge Coverage Ratio" means, for any period, the ratio of Consolidated EBITDA for such period to Fixed
Charges for such period;

"generally accepted accounting principles' or "GAAP" means generally accepted accounting principles in
Canada, consistently applied, that are in effect on the date of the Debenture Indenture;

"Hedging Obligations"' means the obligations of any person under any:

(1) interest rate protection agreements and other types of interest rate hedging agreements including, without
limitation, interest rate swaps, caps, floors, collars and similar agreements and other related agreements
entered into in the ordinary course of business and designed to protect against or manage exposure to
fluctuations in interest rates,

(i1) any spot or forward foreign exchange agreements and currency swap, currency option or other similar
financial agreements or arrangements entered into by such person or any of our Restricted Subsidiaries in
the ordinary course of business and designed to protect against or manage exposure to fluctuations in
foreign currency exchange rates; and

(iii) any agreement or arrangement, or any combination thereof, relating to oil and gas prices, transportation or
basis costs or differentials or other similar financial factors, that is customary in the oil and gas business
and is entered into by such person in the ordinary course of business for the purpose of limiting or

managing risk associated with fluctuations in such prices, costs, differentials or similar factors;

"Indebtedness" means (without duplication), with respect to any person, whether recourse is to all or a portion of
the assets of such person and whether or not contingent:

(1) every obligation of such person for money borrowed but excluding, for lack of doubt, any trade accounts
payable and accrued liabilities incurred in the ordinary course of business;

(i1) every obligation of such person evidenced by bonds, debentures, notes or other similar instruments;

(1ii) every reimbursement obligation of such person with respect to letters of credit, bankers' acceptances or
similar facilities issued for the account of such person;

(iv) every obligation of such person issued or assumed as the deferred purchase price of property or services;

v) all conditional sale obligations or all obligations under any title retention agreement, but excluding a title
retention agreement to the extent it constitutes an operating lease;

(vi) every capital lease obligation of such person;

(vii) all Disqualified Stock of such person valued at its maximum fixed repurchase price (including, without
duplication, accrued and unpaid dividends);

(viii)  all obligations of such person under or in respect of Hedging Obligations; and

(ix) every obligation of the type referred to in clauses (i) through (viii) of another person and all dividends of
another person the payment of which, in either case, such person has guaranteed. Indebtedness shall not
include our Convertible Debentures (as defined in the Debenture Indenture);

For certainty, Indebtedness shall not include Convertible Debentures (as defined in the Debenture Indenture). For
the purposes of this definition, the "maximum fixed repurchase price" of any Disqualified Stock that does not have a
fixed repurchase price shall be calculated in accordance with the terms of such Disqualified Stock as if such
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Disqualified Stock were repurchased on any date on which Indebtedness is required to be determined pursuant to the
Debenture Indenture, and if such price is based upon, or measured by, the fair market value of such Disqualified
Stock, such fair market value shall be determined in good faith by the board of directors of the issuer of such
Disqualified Stock.

"Investment"” in any person means:

(i) any direct or indirect advance, loan or other extension of credit (including, without limitation, a guarantee)
or capital contribution (by means of any transfer of cash or other property to others or any payment for
property or services for the account or use of others) to, or any purchase, acquisition or ownership of, any
capital stock, Indebtedness or other securities issued by such person, the acquisition (by purchase or
otherwise) of all or substantially all of the business or assets of such person, or the making of any
investment of cash or other property in such person;

(i1) the designation of any Restricted Subsidiary as an Unrestricted Subsidiary;

(ii1) the transfer of any assets or properties from us or a Restricted Subsidiary to an Unrestricted Subsidiary,
other than the transfer of assets or properties made in the ordinary course of business; and

(iv) the fair market value of the capital stock (or any other Investment), held by us or any of our Restricted
Subsidiaries, of (or in) any Person that has ceased to be a Restricted Subsidiary.

Investments exclude extensions of trade credit on commercially reasonable terms in accordance with normal trade
practices;

"Lien" means any mortgage, pledge, security interest, encumbrance, lien or charge of any kind, including any
conditional sale or other title retention agreement or lease in the nature thereof, but excluding a title retention
agreement to the extent it constitutes an operating lease;

"Material Change" means an increase or decrease, excluding changes that result solely from changes in prices, of
more than 30% during a fiscal quarter in the estimated discounted future net cash flows from our proved oil and gas
reserves and those of our Restricted Subsidiaries, calculated in accordance with clause (a) of the definition of
Adjusted Consolidated Net Tangible Assets; provided, however, that the following will be excluded from the
calculation of Material Change:

(1) any acquisitions during the quarter of oil and gas reserves that have been estimated by a Canadian
nationally recognized firm of independent petroleum engineers and on which a report or reports exist; and

(i1) any disposition of properties held at the beginning of such quarter that have been disposed of as provided in
the "Limitation on Certain Asset Sales" covenant in the Debenture Indenture;

"Non-Recour se | ndebtedness" means:

(1) our and any Restricted Subsidiary's Indebtedness, other than capital lease obligations, incurred in
connection with the construction, development or acquisition by us or such Restricted Subsidiary in the
ordinary course of business of assets used in the oil and gas business, including office buildings and other
real property used by us or such Restricted Subsidiary in conducting our or such Restricted Subsidiary's
operations; and

(i1) any renewals and refinancings of such Indebtedness.

For Indebtedness described in the clauses (i) and (ii) to qualify as Non-Recourse Indebtedness, the holders of such
Indebtedness must agree that they will look solely to the fixed assets so constructed, developed or acquired and the
proceeds thereof which secure such Indebtedness, subject to customary exceptions such as indemnifications for
misrepresentation, environmental, title, fraud and other matters, and neither we nor any Restricted Subsidiary may:
(x) be directly or indirectly liable for such Indebtedness, or (y) provide credit support, including any undertaking,
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guarantee, agreement or instrument that would constitute Indebtedness, other than the grant of a Lien on such
constructed, developed or acquired fixed assets and the proceeds therefrom;

"Permitted | ndebtedness" means, without duplication:

(1)

(i)

(iii)

(iv)
V)

(vi)

(vii)

(viii)

our Indebtedness and that of any Restricted Subsidiary arising under the Senior Secured Credit Facilities or
which constitutes certain acquired Indebtedness in an aggregate outstanding principal amount at any time
not to exceed the greater of: (i) the maximum aggregate principal amount of the Senior Secured Credit
Facilities (which amount shall be permanently reduced by the amount of net cash proceeds used to
permanently repay Indebtedness under any of the Senior Secured Credit Facilities and not subsequently
invested in property and assets that will be used in the oil and gas business or used to reduce other
Indebtedness outstanding under another of the Senior Secured Credit Facilities pursuant to certain
permitted asset sales); and (i1) 30% of Adjusted Consolidated Net Tangible Assets;

our capital lease obligations or that of any Restricted Subsidiary, provided that the aggregate amount of
Indebtedness under this clause (ii) does not exceed $25,000,000 at any one time outstanding;

our Indebtedness or that of any Restricted Subsidiary under certain monetary obligations created or
assumed as part of the purchase price of real or tangible personal property, so long as: (A) such
Indebtedness is not secured by any of our property or assets or any Restricted Subsidiary other than the
property and assets so acquired and the proceeds thereof; (B) such Indebtedness is created within 90 days
of the acquisition of the related property; and (C) the aggregate amount of outstanding Indebtedness under
this clause does not at any time exceed $25,000,000;

Non-Recourse Indebtedness;

our Indebtedness or that of any Restricted Subsidiary in respect of Hedging Obligations incurred in the
ordinary course of business; provided that, with respect to any interest rate protection agreements and other
types of interest rate hedging agreements, the notional amount of any such any interest rate protection
agreements and other types of interest rate hedging agreements does not exceed the principal amount of the
Indebtedness to which the agreement relates;

our Indebtedness or that of any Restricted Subsidiary outstanding on the date the Debenture Indenture is
entered into, reduced by the amount of any scheduled amortization payments or mandatory prepayments
when actually paid or permanent reductions thereon, other than Indebtedness arising under the Senior
Secured Credit Facilities;

our Guarantees or that of any Restricted Subsidiary in respect of any of the foregoing other than Non-
Recourse Indebtedness;

Indebtedness not otherwise permitted in connection with the limitations on the occurrence of indebtedness
under the Debenture Indenture and any other clause of this definition, in an aggregate principal amount not
to exceed $25,000,000 at any one time outstanding;

(collectively, the items described in Clause (i) through to Clause (viii) above, being the "Secured Group
Facilities");

(ix)

x)

Indebtedness owed by us to any wholly-owned Restricted Subsidiary or owed by any Restricted Subsidiary
to us or a wholly-owned Restricted Subsidiary, provided, however, that if we are the obligor on such
Indebtedness, such Indebtedness in unsecured; and provided, further, however, that if any such wholly-
owned Restricted Subsidiary ceases to be (for any reason) a wholly-owned Restricted Subsidiary, then this
clause shall no longer be applicable to Indebtedness owed by us or any Restricted Subsidiary to such
Restricted Subsidiary that was formerly a wholly-owned Restricted Subsidiary;

Indebtedness represented by the Debt Securities and any applicable associated guarantees given pursuant to
the terms of the Debenture Indenture;



(xi)

(xii)

(xiii)

(xiv)

(xv)
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guarantees by us or any Restricted Subsidiary of Indebtedness that was permitted to be incurred pursuant to
the "Limitation on Incurrence of Indebtedness and Issuance of Disqualified Stock" covenant in the
Debenture Indenture;

in-kind obligations relating to net gas balancing positions arising in the ordinary course of business and
consistent with past practice;

Convertible Debentures (as defined in the Debenture Indenture) and other subordinated Indebtedness;

our Indebtedness or that of any Restricted Subsidiary secured by any Permitted Lien (as such term is
defined in the Debenture Indenture);

any renewals, extensions, substitutions, refinancings or replacements (each, for purposes of this clause,
a "refinancing") of any outstanding Indebtedness incurred pursuant to clause (ix), (xi) and (xiv), including
any successive refinancings thereof, so long as: (A) any such new Indebtedness is in a principal amount
that does not exceed the principal amount so refinanced, plus the amount of any premium required to be
paid in connection with such refinancing pursuant to the terms of the Indebtedness refinanced or the
amount of any premium reasonably determined by us as necessary to accomplish such refinancing, plus the
amount of our expenses reasonably estimated to be incurred in connection with such refinancing; (B) in the
case of any refinancing of Convertible Debentures (as defined in the Debenture Indenture) or our
subordinated indebtedness or, any guarantors, such new Indebtedness is subordinated to the Debt Securities
or any associated guarantees, as the case may be, at least to the same extent as the Indebtedness being
refinanced; and (C) such refinancing Indebtedness has a Weighted Average Life equal to or greater than the
Weighted Average Life of the Indebtedness being refinanced and has a final stated maturity no earlier than
the final stated maturity of the Indebtedness being refinanced,

"Permitted | nvestments" means any of the following:

(i)
(i)

(iii)

(iv)
v)

(vi)

(vii)

(viii)

(ix)

Investments in Cash Equivalents;

Investments by us or any Restricted Subsidiary in another person, if as a result of such Investment such
other person (A) becomes a wholly-owned Restricted Subsidiary or (B) is merged, amalgamated or
consolidated with or into, or transfers or conveys all or substantially all of its assets to, us or a wholly-
owned Restricted Subsidiary;

Investments by us or any of the Restricted Subsidiaries in any one of the other of them; provided that any
Indebtedness evidencing such Investment is unsecured;

Investments existing on the date the Debenture Indenture is executed,

Investments made as a result of the receipt of non cash consideration in an asset sale permitted under the
Debenture Indenture;

Investments consisting of loans and advances to our officers and employees and any Restricted Subsidiary
for reasonable travel, relocation and business expenses in the ordinary course of business for bona fide

business purposes not in excess of $5,000,000 at any one time outstanding;

Investments the payment for which consists exclusively of our capital stock (exclusive of Disqualified
Stock);

our Hedging Obligations and those of our Restricted Subsidiaries in compliance with the Debenture
Indenture;

Other Investments that do not exceed $25,000,000 in the aggregate at any one time outstanding;
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"Principal Operating Subsidiaries’ means at the date of the Debenture Indenture, Baytex Energy, Baytex Oil &
Gas Ltd., Baytex Energy Partnership, Baytex Resources Corp. and Baytex Energy USA Ltd.;

"Restricted Payment" means any of the following:

(1) the declaration or payment of any dividend on, or the making of any distribution to holders of, any shares
of our capital stock or that of any Restricted Subsidiary other than: (A) dividends or distributions payable
solely in certain permitted equity; or (B) dividends or distributions by a Restricted Subsidiary payable to us
or another Restricted Subsidiary;

(i1) the purchase, redemption or other acquisition or retirement for value, directly or indirectly of any shares of
capital stock (or any options, warrants or other rights to acquire shares of capital stock) of: (A) us or any
Unrestricted Subsidiary; or (B) any Restricted Subsidiary held by any affiliate of us (other than, in either
case, any such capital stock owned by us or any of our Restricted Subsidiaries);

(i) the making of any principal payment on, or the repurchase, redemption, defeasance or other acquisition or
retirement for value, prior to any scheduled principal payment, sinking fund payment or maturity, of any
subordinated indebtedness;

(iv) the making of any Investment (other than a Permitted Investment) in any person; or
v) the making of any payment of interest or principal on Convertible Debentures (as defined in the Debenture
Indenture);

"Restricted Subsidiary" means any Subsidiary, including the Principal Operating Subsidiaries, other than an
Unrestricted Subsidiary;

"Senior Secured Credit Facilities" means the amended and restated credit agreement made as of June 14, 2011, as
further amended from time to time, among Baytex Energy, the banks that are lenders under such agreement from
time to time, and The Toronto-Dominion Bank, as agent, together with the related documents thereto (including,
without limitation, any guarantee agreements and security documents), as the credit agreement or such other
documents may be amended, renewed, extended, substituted, assigned by the agent or any lender, restated,
refinanced, restructured, supplemented or otherwise modified from time to time (including, without limitation, any
successive amendments, renewals, extensions, substitutions, assignments, restatements, refinancings, restructuring,
supplements or other modifications of the foregoing (including increasing the amount of available borrowings
thereunder, provided that such increase in borrowings is permitted by the "Limitation on Incurrence of Indebtedness
and Issuance of Disqualified Stock" covenant in the Debenture Indenture, or adding Restricted Subsidiaries as
additional borrowers or guarantors thereunder)) of all or any portion of the Indebtedness under such agreement or
any successor or replacement agreement and whether by the same or any other agent, lender or group of lenders);

"Subsidiary" means any person a majority of the equity ownership or voting stock (including, without limitation,
partnership interests) of which is at the time owned, directly or indirectly, by us and/or one or more of our
Subsidiaries;

"Unrestricted Subsidiary" means: (i) any Subsidiary that is designated by our Board of Directors as an
Unrestricted Subsidiary in accordance with the Debenture Indenture; and (ii) any Subsidiary of an Unrestricted
Subsidiary; and

"Weighted Average Life" means, as of the date of determination with respect to any Indebtedness or Disqualified
Stock, the quotient obtained by dividing: (i) the sum of the product of (A) the number of years from the date of
determination to the date or dates of each successive scheduled principal or liquidation value payment of such
Indebtedness or Disqualified Stock, respectively, multiplied by (B) the amount of each such principal or liquidation
value payment; by (ii) the sum of all such principal or liquidation value payments.
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Guarantee

The Debt Securities will be jointly and severally guaranteed by all of our Restricted Subsidiaries that directly or
indirectly, guarantee, assume or in any other manner become liable for the punctual payment of any of our
Indebtedness or that of any other Restricted Subsidiary under the Senior Secured Credit Facilities. These guarantees
may in turn be guaranteed by us. In the case of default by us, the Indenture Trustee may, subject to the Debenture
Indenture, seek redress from such guarantors for the guaranteed obligations. These guarantees are intended to
eliminate structural subordination, which arises as a consequence of certain of our assets being held in various
Subsidiaries. A guarantor may be released from its guarantee in certain circumstances, including, where it no longer
remains a majority owned Subsidiary of us or where it becomes an Unrestricted Subsidiary pursuant to the
Debenture Indenture. See also "Risk Factors— Structural Subordination of the Debt Securities”.

Purchase of Debt Securities

We may at any time and from time to time purchase the Debt Securities in the market (which will include purchases
from or through an investment dealer or a firm holding membership on a recognized stock exchange) or by tender or
private contract at any price. Debt Securities that are so purchased will be cancelled and will not be reissued or
resold.

Covenants

The Debenture Indenture contains various covenants in favour of holders of the Debt Securities, including, but not
limited to: (i) the payment of principal, premium (if any) and interest; (ii) our continuing existence, maintenance of
our properties and assets; and insurance matters; (iii) payment of taxes and other claims; (iv) limitations on certain
asset sales; (v) limitations on certain transactions with affiliates; and (vi) limitations on dividends and other
payments affecting Restricted Subsidiaries. In addition, the Debenture Indenture also contains covenants
substantially to the following effect:

Limitation on Incurrence of I ndebtedness and | ssuance of Disqualified Stock

We will not, and will not permit any Restricted Subsidiary to, create, issue, assume, guarantee or otherwise become
directly or indirectly liable for the payment of, or otherwise incur (collectively, "incur"), any Indebtedness
(including certain acquired Indebtedness except to the extent that it qualifies as Permitted Indebtedness pursuant to
clause (i) of the definition thereof), other than Permitted Indebtedness, or issue any Disqualified Stock, except that
we or a Restricted Subsidiary may incur Indebtedness or issue Disqualified Stock if, at the time of such incurrence
or issuance, the Fixed Charge Coverage Ratio for the four full fiscal quarters (taken as one accounting period)
immediately preceding the incurrence of such Indebtedness or the issuance of such Disqualified Stock for which
internal financial statements are available would have been greater than 2.5 to 1.0. In making the foregoing
calculation, various pro forma adjustments will be made as described in the Debenture Indenture.

Limitation on Restricted Payments

We will not, and will not permit any Restricted Subsidiary to, directly or indirectly, make any Restricted Payment
unless at the time of, and immediately after giving effect to, the proposed Restricted Payment, no Default or Event
of Default has occurred and is continuing, and either:

(1) (A) we could incur at least $1.00 of additional Indebtedness (other than Permitted Indebtedness) in
accordance with the "Limitation on Incurrence of Indebtedness and Issuance of Disqualified Stock"
covenant in the Debenture Indenture; (B) the ratio of Consolidated Debt to Consolidated Cash Flow from
Operations does not exceed 3.0 to 1.0; and (C) the aggregate amount of all Restricted Payments declared or
made after the date of the Debenture Indenture pursuant to this clause (i) does not exceed the sum of: (1)
80% of Consolidated Cash Flow from Operations accrued on a cumulative basis from the date of the
Debenture Indenture, plus (2) 100% of the aggregate net cash proceeds received by us after the date of the
Debenture Indenture and (x) the issuance by us of Convertible Debentures (as defined in the Debenture
Indenture), or (y) capital contributions in respect of certain permitted equity that we receive from any
person; plus (3) the aggregate net proceeds, including the fair market value of property received after the
date of the Debenture Indenture other than cash (as determined by our Board of Directors, whose good faith
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determination will be conclusive), received by us from any person, other than a Subsidiary, from the
issuance or sale of debt securities (including Convertible Debentures (as defined in the Debenture
Indenture)) or Disqualified Stock that have been converted into or exchanged for certain of our permitted
equity, plus the aggregate net cash proceeds received by us at the time of such conversion or exchange; or

(i1) the aggregate amount of all Restricted Payments declared or made pursuant to paragraph (i) does not
exceed the sum of certain unpaid funds from Restricted Payments not previously expended under paragraph
(1), plus $50,000,000.

Notwithstanding the foregoing, certain additional payments are be permitted under the Debenture Indenture,
including, without limitation: (i) the purchase, redemption, defeasance or other acquisition or retirement for value of
subordinated Indebtedness in exchange for, or out of the net cash proceeds of a substantially concurrent issuance or
sale (other than to a Subsidiary) of, new subordinated Indebtedness, so long as we or a Restricted Subsidiary would
be permitted to refinance such original subordinated Indebtedness with such new subordinated Indebtedness
pursuant to clause (xiv) of the definition of Permitted Indebtedness; (ii) provided no Default or Event of Default has
occurred and is continuing or would result from the actions or payments set forth in this clause (ii), the repurchase of
any subordinated Indebtedness at a purchase price not greater than 101% of the principal amount of such
subordinated Indebtedness in the event of a permitted "change of control"; provided that, prior to or simultaneously
with such repurchase, we have made a Change of Control offer with respect to the Debt Securities and has
repurchased all Debt Securities validly tendered for payment in connection with such offer; (iii) provided no Default
or Event of Default has occurred and is continuing or would result from the actions or payments set forth in this
clause (iii), the repurchase, redemption or other acquisition or retirement for value of capital stock (or options
therefor) from our directors, officers or employees pursuant to any agreement upon the death, disability or
termination of employment of such directors, officers or employees, in an amount not to exceed $2,000,000 in any
calendar year or $5,000,000 in the aggregate; and (v) payments or distributions in connection with an amalgamation,
consolidation, merger, including by way of takeover bid, exchange offer or tender offer, or transfer of assets that
complies with the Debenture Indenture.

Limitation on Liens

We shall not, and shall not permit any Restricted Subsidiary to, create, incur, affirm or suffer to exist any Lien of
any kind securing any of our Indebtedness (other than any Lien securing all or any of the Secured Group Facilities
and any Permitted Lien (as defined in the Debenture Indenture)) or that of any Restricted Subsidiary, or any income
or profits therefrom, unless the Debt Securities are directly secured equally and rateably with (or prior to, in the case
of subordinated Indebtedness) the obligation or liability secured by such Lien, and except for any Lien securing
acquired Indebtedness created prior to the incurrence of such Indebtedness by us or any Restricted Subsidiary,
provided that any such Lien only extends to the assets that were subject to such Lien securing such acquired
Indebtedness prior to the related acquisition by us or the Restricted Subsidiary except to the extent it qualifies as
Permitted Indebtedness pursuant to the provisions of clause (i) of the definition thereof.

Unrestricted Subsidiaries

Our Board of Directors may designate any Subsidiary (including any newly acquired or newly formed Subsidiary)
an Unrestricted Subsidiary or a Restricted Subsidiary in accordance with the terms of the Debenture Indenture.

Limitation on Conduct of Business

We shall not, and shall not permit any of our Restricted Subsidiaries to, conduct any business other than the oil and
gas business or acting as a special purpose financing conduit on behalf of us and the other Restricted Subsidiaries.

Restrictions on Amalgamations, Mergers and Sale of Certain Assets

We may not consolidate with, amalgamate or merge with or into or sell, assign, transfer or lease all or substantially
all of our properties and assets unless:

(a) the entity formed by such consolidation or amalgamation or into which we are merged or the entity which
acquires by operation of law or by conveyance or by transfer our assets substantially as an entirety is a
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corporation, trust, partnership, limited partnership, joint venture or unincorporated organization organized
or existing under the laws of Canada or any province or territory thereof and (except where such
assumption is deemed to have occurred solely by the operation of law) such entity assumes under a
supplemental indenture all of our obligations under the Debenture Indenture, any supplemental indenture
and the Debt Securities and such transaction in the opinion of counsel will be on such terms to preserve and
not impair any of the rights and powers of the Indenture Trustee and the holders of Debt Securities;

(b) immediately before and immediately after giving effect to such transaction, no Event of Default (as defined
below) has occurred and is continuing;

(c) each of the guarantors, if any, shall have executed and delivered to the Indenture Trustee a confirmation
that the guarantee executed by such guarantor shall continue to guarantee the obligations of the successor
under the Debt Securities; and

(d) we have delivered to the Indenture Trustee a certificate and an opinion of counsel each stating that such
consolidation, amalgamation, merger, sale, lease or transfer and such supplemental indenture comply with
the Debenture Indenture and that all conditions precedent contained in the Debenture Indenture relating to
such transaction have been complied with.

Financial Information

We have covenanted in the Debenture Indenture to provide the Indenture Trustee and the Debtholders, a copy of all
our financial statements, whether annual or interim, and the report (if any) of our auditors thereon and the associated
"Management's Discussion and Analysis of Financial Condition and Results of Operations" at the same time as they
are required to be filed under applicable securities legislation, which will be deemed to have been provided to the
Indenture Trustee and the Debtholders once filed on SEDAR (in the case of the Canadian Indenture) and EDGAR
(in the case of the U.S. Indenture).

Events of Default

The Debenture Indenture provides that unless otherwise provided in any supplemental indenture relating to a
particular series of Debt Securities, an "Event of Default" in respect of each series of Debt Securities, means any
one of the following events (whatever the reason for such Event of Default and whether it shall be voluntary or
involuntary or be effected by operation of law or pursuant to any judgment, decree or order of any court or any
order, rule or regulation of any administrative or governmental body):

(a) default in the payment of any interest on any Debt Security when it becomes due and payable, and
continuance of such default for a period of 30 days;

(b) default in the payment of the principal of (or premium, if any) on any Debt Security when due and the
continuance of such default for a period of 3 days;

() failure to make or consummate a Change of Control offer or an asset sale offer in accordance with the
provisions of the Debenture Indenture, respectively;

(d) default in any material way in the observance or performance, or breach, of any covenant or agreement of
us or any guarantor contained in the Debenture Indenture or any guarantee (other than as contemplated by
clauses (a), (b) and (c) above) and continuance of such default or breach for a period of 30 days after
written notice has been given: (i) to us by the Indenture Trustee; or (ii) to us and the Indenture Trustee by
the holders of not less than 25% in principal amount of the Debt Securities then outstanding;

(e) the occurrence of an event of default under any mortgage, bond, indenture, loan agreement or other
document evidencing Indebtedness of us or any Restricted Subsidiary, which Indebtedness has an
aggregate outstanding principal amount of $25,000,000 or more, and such default: (i) results in the
acceleration of such Indebtedness prior to its maturity; or (ii) constitutes a failure to make any payment
with respect to any such Indebtedness when due and payable after expiration of any applicable grace
period;
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() failure by us or any of our Restricted Subsidiaries to pay one or more final judgments the uninsured portion
of which exceeds in the aggregate $25,000,000, which judgment or judgments are not paid, discharged or
stayed for a period of 60 days;

(2) an entry of a decree or order by a court having jurisdiction in the premises adjudging us or any Principal
Operating Subsidiary a bankrupt or insolvent, or approving as properly filed a petition seeking
reorganization, arrangement, adjustments or composition of or in respect of us or any Principal Operating
Subsidiary under any Canadian federal or provincial bankruptcy law or any United States bankruptcy law
or any other applicable Canadian, United States federal, provincial or state law, or appointing a receiver of
us or any Principal Operating Subsidiary or of any substantial part of its property, or ordering the winding
up or liquidation of its affairs, and the continuance of any such decree or order unstayed and in effect for a
period of 90 consecutive days; or

(h) the institution by us or any Principal Operating Subsidiary of proceedings to be adjudicated a bankrupt or
insolvent, or the consent by it to the institution of bankruptcy or insolvency proceedings against it, or the
filing by it of a petition or answer or consent seeking reorganization or relief under any Canadian federal or
provincial bankruptcy law or any United States bankruptcy law or the consent by it to the filing of any such
petition or to the appointment of a receiver of us or any Principal Operating Subsidiary or of any substantial
part of its property, or the making by it of an assignment for the benefit of creditors, or the admission by it
in writing of its inability to pay its debts generally as they become due.

Acceleration of Maturity

If an Event of Default (other than as specified in clauses (g) and (h) above) occurs and is continuing, the Indenture
Trustee or the Debtholders of not less than 25% in aggregate principal amount of the outstanding Debt Securities
may, and the Indenture Trustee at the request of such Debtholders shall, declare the principal of (and premium, if
any) and accrued and unpaid interest on, all of the outstanding Debt Securities immediately due and payable and,
upon any such declaration, all such amounts will become due and payable immediately. If an Event of Default
specified in clauses (g) and (h) above) above occurs and is continuing, then the principal (and premium, if any), and
accrued and unpaid interest on all of the outstanding Debt Securities then will ipso facto become and be immediately
due and payable without any declaration or other act on the part of the Indenture Trustee or any Debtholder.

At any time after a declaration of acceleration, but before a judgment or decree for payment of the money due has
been obtained by the Indenture Trustee, the Debtholders of a majority in aggregate principal amount of the
outstanding Debt Securities, by written notice to us and the Debtholders, the Indenture Trustee, may rescind such
declaration and its consequences if: (a) we or any guarantor has paid or deposited with the Indenture Trustee a sum
sufficient to pay, (i) all overdue interest on all Debt Securities; (ii) all unpaid principal of (and premium, if any) on
any outstanding Debt Securities that has become due other than by such declaration of acceleration and interest
thereon at the rate borne by the Debt Securities; (iii) to the extent that payment of such interest is lawful, interest on
overdue interest and overdue principal at the rate borne by the Debt Securities; and (iv) all sums paid or advanced by
the Indenture Trustee under the Debenture Indenture and the reasonable compensation, expenses, disbursements and
advances of the Indenture Trustee, its agents and counsel; and (b) all Events of Default, other than the non payment
of amounts of principal of (and premium, if any) or interest on the Debt Securities that have become due solely by
such declaration of acceleration, have been cured or waived in accordance with the Debenture Indenture. No such
rescission shall affect any subsequent Default or impair any right consequent thereon.

Notwithstanding the preceding paragraph, in the event of a declaration of acceleration in respect of the Debt
Securities because an Event of Default specified in paragraph (e) of the Events of Default above shall have occurred
and be continuing, such declaration of acceleration shall be automatically annulled if the Indebtedness that is the
subject of such Event of Default has been discharged or the holders thereof have rescinded their declaration of
acceleration in respect of such Indebtedness, and written notice of such discharge or rescission, as the case may be,
shall have been given to the Indenture Trustee by us and countersigned by the holders of such Indebtedness or an
Indenture Trustee, fiduciary or agent for such holders, within 30 days after such declaration of acceleration in
respect of the Debt Securities, and no other Event of Default has occurred during such 30 day period which has not
been cured or waived during such period.
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Debt Securitiesin Global Form

Unless otherwise indicated in an applicable Prospectus Supplement, series of the Debt Securities will be issued in
global form as a “global security” and will be registered in the name of and be deposited with a depositary, or its
nominee, each of which will be identified in the Prospectus Supplement relating to that series. Unless and until
exchanged, in whole or in part, for the Debt Securities in definitive form, a global security may not be transferred
except as a whole by the depositary for such global security to a nominee of the depositary, by a nominee of the
depositary to the depositary or another nominee of the depositary or by the depositary or any such nominee to a
successor of the depositary or a nominee of the successor.

The specific terms of the depositary arrangement with respect to any portion of a particular series of the Debt
Securities to be represented by a global security will be described in a Prospectus Supplement relating to such series.
We anticipate that the following provisions will apply to all depositary arrangements.

Upon the issuance of a global security, the depositary therefor or its nominee will credit, on its book entry and
registration system, the respective principal amounts of the Debt Securities represented by the global security to the
accounts of such persons, designated as “participants”, having accounts with such depositary or its nominee. Such
accounts shall be designated by the underwriters, dealers or agents participating in the distribution of the Debt
Securities or by us if such Debt Securities are offered and sold directly by us. Ownership of beneficial interests in a
global security will be limited to participants or persons that may hold beneficial interests through participants.
Ownership of beneficial interests in a global security will be shown on, and the transfer of that ownership will be
effected only through, records maintained by the depositary therefor or its nominee (with respect to interests of
participants) or by participants or persons that hold through participants (with respect to interests of persons other
than participants).

So long as the depositary for a global security or its nominee is the registered owner of the global security, such
depositary or such nominee, as the case may be, will be considered the sole owner or holder of the Debt Securities
represented by the global security for all purposes under the Debenture Indenture. Except as provided below,
owners of beneficial interests in a global security will not be entitled to have a series of the Debt Securities
represented by the global security registered in their names, will not receive or be entitled to receive physical
delivery of such series of the Debt Securities in definitive form and will not be considered the owners or holders
thereof under the Debenture Indenture. The laws of some states in the United States may require that certain
purchasers of Debt Securities take physical delivery of such Debt Securities in definitive form. These depository
arrangements and these laws may impair the ability to transfer beneficial interests in a global security.

Any payments of principal (and premium, if any) and interest, if any, on global Debt Securities registered in the
name of a depositary or its nominee will be made to the depositary or its nominee, as the case may be, as the
registered owner of the global security representing such Debt Securities. None of us, the Indenture Trustee or any
paying agent for the Debt Securities represented by the global Debt Securities will have any responsibility or
liability for any aspect of the records relating to or payments made on account of beneficial ownership interests of
the global security or for maintaining, supervising or reviewing any records relating to such beneficial ownership
interests.

We expect that the depositary for a global security or its nominee, upon receipt of any payment of principal,
premium or interest, will credit participants’ accounts with payments in amounts proportionate to their respective
beneficial interests in the principal amount of the global security as shown on the records of such depositary or its
nominee. We also expect that payments by participants to owners of beneficial interests in a global security held
through such participants will be governed by standing instructions and customary practices, as is now the case with
Debt Securities held for the accounts of customers registered in “street name”, and will be the responsibility of such
participants.

If a depositary for a global security representing a particular series of the Debt Securities is at any time unwilling or
unable to continue as depositary and a successor depositary is not appointed by us within 90 days, we will issue such
series of Debt Securities in definitive form in exchange for a global security representing such series of Debt
Securities. In addition, we may at any time and in our sole discretion determine not to have a series of Debt
Securities represented by a global security and, in such event, will issue a series of Debt Securities in definitive form
in exchange for all of the global Debt Securities representing the series of Debt Securities.
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Change of Contral

If a Change of Control occurs at any time, then each Debtholder shall have the right to require that we purchase such
Debtholder's Debt Securities, in whole or in part, at a purchase price in cash equal to 101% of the principal amount
of such Debt Securities, plus accrued and unpaid interest, if any, to the date of purchase, pursuant to the procedures
set forth in the Debenture Indenture.

Defeasance

The Debenture Indenture contains provisions requiring the Indenture Trustee, at our request, to release us from our
obligations under the Debenture Indenture and any supplemental indenture relating to a particular series of Debt
Securities provided that, among other things, we have deposited funds or made due provision for the payment of (i)
the expenses of the Indenture Trustee and (ii) all principal, premium (if any), interest and other amounts due or to
become due in respect of such series of Debt Securities.

M odification and Waiver

The rights of the holders of Debt Securities issued under the Debenture Indenture and any supplemental indenture
may be modified if authorized by Extraordinary Resolution. If the proposed modification affects the rights of the
holders of a separate series of Debt Securities rather than all of the Debt Securities, the approval of a like proportion
of the holders of such separate series of Debt Securities outstanding will be required.

Governing Law

The Canadian Indenture and any Debt Securities issued thereunder will be governed by and construed in accordance
with the laws of the Province of Alberta. The U.S. Indenture and any Debt Securities issued thereunder will be
governed by and construed in accordance with the laws of the State of New York.

Consent to Service

Under the U.S. Indenture, we irrevocably appoint our subsidiary, Baytex Energy USA Ltd., 600 17" Street,
Suite 1600 S., Denver, CO 80202, as our authorized agent for service of process in any suit or proceeding arising
out of or relating to the Debt Securities or the U.S. Indenture and for actions brought under federal or state securities
laws in any federal or state court located in the Borough of Manhattan in the City of New York, and we irrevocably
submit to the non-exclusive jurisdiction of such courts.

EARNINGS COVERAGE

The following earnings coverage ratios (calculated as consolidated profit or loss (before borrowing costs and income
taxes) divided by borrowing costs) have been calculated on a consolidated basis and are derived from audited
financial information, in the case of the year ended December 31, 2010, and unaudited financial information in the
case of the twelve-month period ended March 31, 2011. The ratios have been calculated based on Canadian GAAP
in respect of the year ended December 31, 2010 and on IFRS in respect of the twelve-month period ended March 31,
2011.

The earnings coverage ratio on short-term and long-term debt for the year ended December 31, 2010 was 6.8 times
and for the twelve-month period ended March 31, 2011 was 3.7 times. Such ratios do not give effect to the issuance
of any Debt Securities pursuant to this Prospectus. If Debt Securities having a term to maturity in excess of one year
are offered under a Prospectus Supplement, it will include earnings coverage ratios that give effect to the issuance of
such securities.
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PLAN OF DISTRIBUTION

We may sell the Securities (i) to underwriters or dealers purchasing as principal, (ii) directly to one or more
purchasers pursuant to applicable statutory exemptions, or (iii) through agents in Canada, the United States and
elsewhere where permitted by law, for cash or other consideration. The Securities may be sold at fixed prices or
non-fixed prices, such as prices determined by reference to the prevailing price of the Securities in a specified
market, at market prices prevailing at the time of sale or at prices to be negotiated with purchasers, which prices may
vary as between purchasers and during the period of distribution of the Securities. The Prospectus Supplement for
any of the Securities being offered will set forth the terms of the offering of those Securities, including the name or
names of any underwriters, dealers or agents, the purchase price of the Securities, the proceeds to us from that sale if
determinable, any underwriting fees or discounts and other items constituting underwriters' compensation, any
public offering price, and any discounts or concessions allowed or re-allowed or paid to dealers or agents. Only
underwriters named in the relevant Prospectus Supplement are deemed to be underwriters in connection with the
Securities offered by that Prospectus Supplement.

If underwriters purchase Securities as principal, the Securities will be acquired by the underwriters for their own
account and may be resold from time to time in one or more transactions, including negotiated transactions, at a
fixed public offering price or at varying prices determined at the time of sale. The obligations of the underwriters to
purchase those Securities will be subject to certain conditions precedent, and the underwriters will be obligated to
purchase all the Securities offered by the Prospectus Supplement if any of such Securities are purchased. Any
public offering price and any discounts or concessions allowed or re-allowed or paid to dealers may be changed
from time to time.

The Securities may also be sold directly by us at prices and upon terms agreed to by the purchaser and us or through
agents designated by us from time to time. Any agent involved in the offering and sale of the Securities pursuant to
this Prospectus will be named, and any commissions payable by us to that agent will be set forth, in the applicable
Prospectus Supplement. Unless otherwise indicated in the Prospectus Supplement, any agent would be acting on a
best efforts basis for the period of its appointment.

We may agree to pay the underwriters a commission for various services relating to the issue and sale of any
Securities offered by this Prospectus. Any such commission will be paid out of our general funds. Underwriters,
dealers and agents who participate in the distribution of the Securities may be entitled under agreements to be
entered into with us to indemnmification by us against certain liabilities, including liabilities under securities
legislation, or to contribution with respect to payments that those underwriters, dealers or agents may be required to
make in respect thereof.

Any offering of Subscription Receipts, Other Convertible Securities or Debt Securities will be a new issue of
securities with no established trading market. Unless otherwise specified in the applicable Prospectus Supplement,
the Subscription Receipts, Other Convertible Securities or Debt Securities will not be listed on any securities
exchange. Certain dealers may make a market in the Subscription Receipts, Other Convertible Securities or Debt
Securities, but will not be obligated to do so and may discontinue any market making activities at any time without
notice. No assurance can be given that any dealer will make a market in the Subscription Receipts, Other
Convertible Securities or Debt Securities or as to the liquidity of the trading market, if any, for the Subscription
Receipts, Other Convertible Securities or Debt Securities.

Securities may be sold from time to time in one or more transactions at a fixed price or prices or at non-fixed prices.
If offered on a non-fixed price basis and to the extent permitted by applicable law, Securities may be offered at
market prices prevailing at the time of sale, at prices related to such prevailing market prices or at prices to be
negotiated with purchasers at the time of sale, which prices may vary as between purchasers and during the period of
distribution of the Securities. Except as set out in a Prospectus Supplement relating to a particular offering of
Securities and to the extent permitted by applicable law, in connection with any offering of Securities the
underwriters or dealers, as the case may be, may over-allot or effect transactions intended to fix or stabilize the
market price of the Common Shares at a level above that which might otherwise prevail in the open market. Such
transactions, if commenced, may be discontinued at any time.
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MARKET FOR SECURITIES

The Common Shares are listed and posted for trading on the TSX and the NYSE under the trading symbol "BTE".
The Common Shares commenced trading on the TSX on January 6, 2011 and on the NYSE on January 3, 2011. The
following table sets forth certain trading information for the Common Shares in Canada and the United States for the
periods indicated.

Canada Composite Trading United States Composite Trading
Price Range Price Range
High Low Volume High Low Volume
(%) (6] Traded (U9 (U9 Traded
2011
January 49.75 46.00 20,805,126 49.81 46.25 4,567,720
February 56.04 49.32 10,874,364 57.63 49.66 4,075,803
March 56.95 48.52 11,188,097 58.53 49.03 7,234,228
April 58.55 55.52 9,129,670 61.74 57.17 4,175,426
May 58.77 49.81 12,381,539 61.96 50.93 9,048,802
June 55.83 47.59 14,193,634 57.54 48.62 6,851,135
July (1 to 21) 55.33 50.70 6,033,082 58.61 52.39 3,979,901

In connection with the Corporate Conversion, effective December 31, 2010, holders of Trust Units exchanged their
Trust Units for Common Shares on a one-for-one basis. From September 8, 2003 to January 5, 2011, the Trust
Units were listed and posted for trading on the TSX under the trading symbol "BTE.UN". From March 27, 2006 to
December 31, 2010, the Trust Units were listed and posted for trading on the NYSE under the trading symbol
"BTE". The following table sets forth certain trading information for the Trust Units in Canada and the United
States for the periods indicated.

Canada Composite Trading United States Composite Trading
Price Range Price Range
High Low Volume High Low Volume
(%) (6] Traded (U9 (U9 Traded
2010
July 35.12 31.27 7,896,742 34.15 29.14 3,617,389
August 35.49 32.60 11,046,914 33.86 31.14 3,132,144
September 37.87 33.94 9,263,308 36.91 32.62 3,360,415
October 39.12 37.12 11,389,013 38.50 35.94 4,484,768
November 43.47 37.31 19,800,301 43.37 36.93 4,106,441
December 48.18 42.96 10,655,914 47.92 42.23 3,302,036
2011
January (1-5) 47.63 46.55 2,027,866 - - -

LEGAL MATTERS

Unless otherwise specified in the Prospectus Supplement relating to an offering of Securities, certain Canadian legal
matters relating to the offering of such Securities will be passed upon for us by Burnet, Duckworth & Palmer LLP,
Calgary, Alberta and certain United States legal matters, to the extent they are addressed in any Prospectus
Supplement, will be passed upon by Carter, Ledyard & Milburn LLP, New York, New York. In addition, certain
legal matters in connection with any offering of Securities will be passed upon for any underwriters, dealers or
agents by counsel to be designated at the time of the offering by such underwriters, dealers or agents with respect to
matters of Canadian and United States law. The partners and employees of Burnet, Duckworth & Palmer LLP as a
group beneficially own, directly or indirectly, less than 1% of our securities of any class.
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INTEREST OF EXPERTS

Deloitte & Touche LLP, our independent registered chartered accountants, are independent of the Corporation
within the meaning of the Rules of Professional Conduct of the Institute of Chartered Accountants of Alberta.

Certain information relating to our reserves incorporated by reference into this Prospectus has been calculated by us
and audited and opined upon by Sproule, independent petroleum engineering consultants retained by us, and has
been so included in reliance on the opinion and analysis of Sproule, given upon the authority of said firm as experts
in reserve engineering. The directors, officers and employees of Sproule as a group beneficially own, directly or
indirectly, less than 1% of our securities of any class.

In addition, none of the aforementioned persons or companies, nor any director, officer or employee of any of the
aforementioned persons or companies, is or is expected to be elected, appointed or employed as a director, officer or
employee of Baytex or of any of our associate or affiliate entities, except for John A. Brussa, a director of Baytex,
who is a partner of Burnet, Duckworth & Palmer LLP.

CERTAIN INCOME TAX CONSIDERATIONS

The applicable Prospectus Supplement will describe certain Canadian federal income tax consequences to an
investor who is a resident of Canada or who is a non-resident of Canada of acquiring, owning or disposing of any
Securities offered thereunder, including, to the extent applicable, whether the dividends or distributions relating to
the Securities will be subject to Canadian non-resident withholding tax.

To the extent the Securities are being offered for sale in the United States, the applicable Prospectus Supplement
will also describe certain United States federal income tax consequences of the ownership and disposition of any
Securities offered thereunder by an initial investor who is a United States person (within the meaning of the United
States Internal Revenue Code).

RISK FACTORS

An investment in the Securities is subject to various risks including those risks inherent to the industries in which we
operate. If any of these risks occur, our production, revenues and financial condition could be materially harmed,
with a resulting decrease in dividends on, and the market price of, the Common Shares. As a result, the trading price
of the Securities could decline, and you could lose all or part of your investment. Cash dividends to Shareholders
are not assured or guaranteed.

In addition to therisk factors set forth below, additional risk factorsrelating to our business ar e discussed on
pages9 to 22 (inclusive) of our Annual Information Form, which risk factors are incorporated herein by
reference. Before deciding whether to invest in any Securities, investors should consider carefully the risk factors
set out below and in any documents incorporated by reference in this Prospectus (including subsequently filed
documents incorporated herein by reference) and those described in a Prospectus Supplement relating to a specific
offering of Securities.

There can be no assurance as to the liquidity of the trading market for the Subscription Receipts, Other
Convertible Securities and Debt Securities.

Prior to an offering of Subscription Receipts, Other Convertible Securities or Debt Securities, there will be no public
market for the Subscription Receipts, Other Convertible Securities or Debt Securities. There can be no assurance
that an active trading market for the Subscription Receipts, Other Convertible Securities or Debt Securities will
develop or be sustained. Unless otherwise specified in the applicable Prospectus Supplement, there is no market
through which the Subscription Receipts, Other Convertible Securities or Debt Securities may be sold and
purchasers may not be able to resell Subscription Receipts, Other Convertible Securities or Debt Securities
purchased under this Prospectus and the relevant Prospectus Supplement. This may affect the pricing of the
Subscription Receipts, Other Convertible Securities or Debt Securities in the secondary market, the transparency and
availability of trading prices and the liquidity of the Subscription Receipts, Other Convertible Securities or Debt
Securities. If an active trading market for any Subscription Receipts, Other Convertible Securities or Debt
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Securities does not develop, the trading liquidity of the relevant securities will be limited and the market value of the
relevant securities may be reduced.

Structural Subordination of the Debt Securities

Liabilities of a parent entity with assets held by various subsidiaries may result in the structural subordination of the
lenders of the parent entity. The parent entity is entitled only to the residual equity of its subsidiaries after all debt
obligations of its subsidiaries are discharged. In the event of a bankruptcy, liquidation or reorganization of us,
holders of our indebtedness (including holders of Debt Securities) may become subordinate to lenders to our
subsidiaries.

Certain of our wholly-owned Subsidiaries will provide a guarantee pursuant to the Debenture Indenture. These
guarantees are intended to eliminate structural subordination which arises as a consequence of certain of our assets
being held in various Subsidiaries. Although our wholly-owned material Subsidiaries will each provide a guarantee,
not all of our Subsidiaries will provide such a guarantee and there can be no assurance that the enforcement of such
guarantees will result in the payment of the obligations that are the subject of the guarantee. See "Description of the
Debt Securities — Guarantee".

PURCHASERS STATUTORY RIGHTS

Unless provided otherwise in a Prospectus Supplement, the following is a description of a purchaser's statutory
rights. Securities legislation in certain of the provinces of Canada provides purchasers with the right to withdraw
from an agreement to purchase securities. This right may be exercised within two business days after receipt or
deemed receipt of a prospectus and any amendment. In several of the provinces, the securities legislation further
provides a purchaser with remedies for rescission or, in some jurisdictions, revision of the price, or damages if the
prospectus and any amendment contains a misrepresentation or is not delivered to the purchaser, provided that the
remedies for rescission, revision of the price, or damages are exercised by the purchaser within the time limit
prescribed by the securities legislation of the province in which the purchaser resides. The purchaser should refer to
any applicable provisions of the securities legislation of the province in which the purchaser resides for the
particulars of these rights or consult with a legal advisor.

Original purchasers of Subscription Receipts will have a contractual right of rescission against us, following the
issuance of the underlying Common Shares or other securities to such purchasers, upon the surrender or deemed
surrender of the Subscription Receipts, to receive the amount paid for the Subscription Receipts in the event that this
Prospectus (including any documents incorporated by reference) and any amendment thereto contains a
misrepresentation or is not delivered to such purchaser, provided such remedy for rescission is exercised within 180
days from the closing date of the offering of the Subscription Receipts.

EXEMPTIONS FROM CERTAIN SECURITIESREQUIREMENTS

We have obtained relief exempting us from the requirements in National Instrument 44-101 Short Form Prospectus
Distributions ("NI 44-101") to file: (i) a notice declaring our intention to be qualified to file a short form prospectus
at least 10 business days prior to the filing of our first preliminary short form prospectus after the notice; and (ii) a
Personal Information Form and Authorization to Collect, Use and Disclose Personal Information in the form
attached as Appendix A to National Instrument 41-101 General Prospectus Requirements for each of our directors
and executive officers at the time of filing a preliminary short form prospectus for whom the Trust had previously
delivered any of the documents described in paragraphs 4.1(b)(i)(E) through (G) of NI 44-101 at the time of filing
such preliminary short form prospectus.

DOCUMENTSFILED ASPART OF THE REGISTRATION STATEMENT

The following documents have been or will be filed with the SEC as part of the registration statement of which this
Prospectus forms a part: (i) the documents listed under the heading "Documents Incorporated by Reference";
(i1) consents of independent auditors and engineers and legal counsel; (iii) powers of attorney pursuant to which
amendments to the registration statement may be signed; (iv) the form of U.S. Indenture; and (v) statement of
eligibility on Form T-1 of the U.S. Trustee.
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CONSENT OF INDEPENDENT REGISTERED CHARTERED ACCOUNTANTS

We have read the short form base shelf prospectus of Baytex Energy Corp. (the "Corporation") dated e, 2011
relating to the sale of up to CDN $500,000,000 (or the equivalent in other currencies or currency units at the time of
issue) of: (i) common shares; (ii) subscription receipts; (iii) warrants exercisable to acquire common shares;
(iv) options exercisable to acquire common shares; or (v) senior or subordinated debt securities of the Corporation
(the "Prospectus"). We have complied with Canadian generally accepted standards for an auditor's involvement
with offering documents.

We consent to the use, through incorporation by reference in the Prospectus, of our report to the board of directors and
shareholders of the Corporation on the consolidated balance sheets as at December 31, 2010 and 2009 and the
consolidated statements of income and comprehensive income, deficit, and cash flows for the years then ended. Our
report is dated March 15, 2011.

We also consent to the use, through incorporation by reference in the Prospectus, of our report to the board of directors
of Baytex Energy Ltd. and the unitholders of Baytex Energy Trust (the "Trust") on the consolidated balance sheets
of the Trust as at December 31, 2009 and 2008 and the consolidated statements of income and comprehensive
income, deficit and cash flows for the years then ended. Our report is dated March 15, 2010.

We also consent to the use, through incorporation by reference in the Prospectus, of our report to the board of directors
of the Corporation on the balance sheet of the Corporation as at October 26, 2010. Our report is dated October 26,
2010.

Calgary, Canada
e 2011 Independent Registered Chartered Accountants



CERTIFICATE OF THE CORPORATION

Dated: July 26, 2011

This short form prospectus, together with the documents incorporated in this prospectus by reference, will, as of the
date of the last supplement to this prospectus relating to the securities offered by this prospectus and the
supplement(s), constitute full, true and plain disclosure of all material facts relating to the securities offered by this
prospectus and the supplement(s) as required by the securities legislation of each of the provinces of Canada except

Québec.

By:

By:

BAYTEX ENERGY CORP.

" Anthony W. Marino" By: "W. Derek Aylesworth”
Anthony W. Marino W. Derek Aylesworth
President and Chief Executive Officer Chief Financial Officer

ON BEHALF OF THE BOARD OF DIRECTORS

"John A. Brussa" By: "Dale O. Shwed"
John A. Brussa Dale O. Shwed
Director Director



