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Forward Looking Information

This presentation contains forward looking statements relating to financial
condition, results, reserves, development, and cash flows among other matters. These
forward looking statements are estimates in the best judgment of management of
Arsenal Energy Inc. They involve a number of known and unknown risks and
uncertainties including but not limited to commodity prices, drilling costs, exploration
success rate, interest rate changes and environmental items that could cause actual
results to differ materially from those suggested in the statements. Reader is cautioned
not to place undue reliance on these forward looking statements which speak only as
of the date they were made. Additionally, we do not undertake to any obligation to

publicly release any revisions to these forward looking statements.

IR e~tiah fmeact Ol Explopation & Resoutee LIOYRTr PR

= T



Why Arsenal Energy?

New management has sold non-core assets & refocused Arsenal

Oil weighted E&P with both light & heavy oil assets
» 73% Oil weighting by Production,  85% weighting by Reserves

Heavy oil cashflow “engine” funds light oil explorat lon & development

Multi-year, low risk, drilling inventory
*Bakken
*Three Forks
*Princess
*Evi

Only Canadian junior with key acreage in the “core” North Dakota Bakken resource play

Currently trading below its peer group
*Based on Enterprise Value ~0.55x NAVPS, ~$52k/boed; ~$14/P+P boe
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Management Team
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Independent Directors

| ! S U6 &
< 4 8 => + 88
<4 47?7 @ $ 6 A 5 $

%
= b g
< 3 4 35 3 3 + B$
<4 ?+ 3% + 6 ( Tio
<4 $ T - 6 7 + >C
<4 * 3 + 5 73

%

< 2) 7 3 $ 3 + +
<4 35 = 65 * 6 ¢ -0
b
< * + # 88
<4 -DD% .

__.High Impact Oil Exploration & Resource Play De velo



Arsenal Energy Core Areas

& Arsenal Energy:




Arsenal Information (reb. 2010)
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Capitalization and Valuation

Valuation Summary (s at January 28, 2010)
Capitalization

Share Price $ 081
Shares Outstanding (basic,

MM) 120.5
Market Capitalization ($MM) 94.6
Net Debt ($MM) 27
Enterprise Value ($MM) 124.6

Trading Metrics

2010E CFPS $ 0.21 P+P Reserves (MMboe) 8.66
P/CF - 2010E 3.9x EV/P+P Reserves ($/boe) $ 14.39
2010E Exit Annualized CFPS $ 0.28 Proven Reserves (MMboe) 5.6
P/CF - Exit Annualized 2010E 2.9x EV/Proven Reserves ($/boe) $ 22.25
NAVPS

2009 Year End report P+P $ 1.47 Current Production (boepd) 2,400

P/NAVPS 0.55x EV/boepd - current ($/boepd) $ 51,900




Planned Capital Projects Q1/Q2 2010

* 90+% of budget being directed on Light Oil development

$
#<//1&
AA H+ . 4% 1E %
AA . -F. E %
AA , -D. ! 2 E % %
> J)A 8 (&. -&E FF%
3 F( 2. ! %E %

+ /=37

) %

#'0;&
%
%
22%
-&%
%
=7/




Other Drill Ready Projects




Evi Lig

Nt OIl — Great Cashflow “Engine”

3D Seismic 2010 Planned
Outline —— | 3D Seismic
Risked
Granite Wash .
420 bbls/d Economics
Granite Wash \l, & Slave Pt
315 bbls/d —> hl 130 bbls /d IP: 270bbls/d
Reserves: 107Mboe/well
/> o Capital: $880,000
. Granite Wash ROR: 500%
Granite Wash
250 bbls/d 170 bbls/e NPV: $1.4 million
°
Granite Wash
370 bbls/d
Granite
Wash
Gilwood 75 bbls/d
40 bbls/d

Gilwood
220 bbls/d

Gilwood
210 bbls/d

AElWells @




North Dakota: Developing Large Oil-In-Place Reserves

Regional Bakken Map

BAKKEN & THREE FORKS
* Light oil (~40°API) Resource Plays

Bakken Comparison: (North Dakota vs. SE Sask)

3.6 billion bbls recoverable for US Acreage
(USGS -April 2008)

* 1.3 billion bbls recoverable in SE Sask
(CDL —March 2008)

Bakken Comparison : SE Sask N Dakota
|.P. Rates (bopd) 150 400 -1700+
Initial water cuts 35-75% 5-25%
Reserves per well (Mbbl) 125 400 - 800
Drilling density 4 wells/sec 2 wells/sec
Horizontal lateral length 1 mile 2 mile

Well costs $1.6 mm $4.0 -$5.6 mm
NPV10 per well ~$3.0mm ~$9.2mm




Bakken Development Stanley/Parshall Field N. Dakota

Burke County
Mountrail County

Whiting

/ Amarada Hess

N EOG

“Arsenal Energy’s
Acreage is in the Heart
of North Dakota
Bakken Development”




Arsenal Vs. EOG Bakken Production (Stanley/Parshall)

Production
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Stanley, North Dakota - Bakken Resource Development

Legend
Producing Wells —

Future Locations
(on Approved Spacing)

Q1/Q2 Planned Dirills _—

Bakken
IP:1006 bbl/d

Bakken . Ti J
IP:1449 bbl/d Bakken

IP: 1205 bbl/d
Bakken

IP:593 bbl/d
(Unstimulated)

*Additional 11 Gross Bakken locations; Average Work ing Interest: 33.9%




Stanley, North Dakota - Bakken Resource Development

Legend
Producing Wells —

Future Locations
(on Approved Spacing)

Q1/Q2 Planned Dirills _—

Full Bakken Development

320 Acres/well
22 Gross Drilling Location

\ 8.7 Net Drill Location




Economics North Dakota — Bakken

Stanley
Type Well Basis — 100 % WI/ FS Price  J{EELGEN)

Production and Reserve

Initial Production 1000 BOEPD
Full Year Avg. Production 262 BOEPD
Reserves (Proven) 520 MBOE
Capital

Drill / Complete / Tie In 5600 K$ CDN
Metrics (Drill)

PE(FYA) 21,300 $/BOEPD
F&D 10.80 $/BOE
Recycle Ratio 2.8

Discounted Cash Flow
BT ROR 77 %
BT NPV10 9,200 K$ CDN




Stanley, North Dakota - Three Forks Resource Play

Legend
Producing Wells —

Brigham Adix 25 1-H
« IP: 802 boe/d

Burke 100-20H

/9/ IP: 430 boe/d

Brigham Strobeck 27-34H
* [P: 2021 boe/d




Lindahl — Bakken & Three Forks Resource Development
(Not Booked in 2009 Year End Engineering Report)

IP: 510 bbl/d IP:660 bbl/d
Legend

Producing Wells _—

Future Locations (Three Forks)

Q1/Q2 Dirills (Three Forks) —_— 616 bl

McGregor 1-15H /
IP:1386 bbl/d

(Analog Producer)

Continental Location
Strid 1-26H

—

LYLA (Bakken) /

IP: 225 bbl/d

*Additional 6 Gross Three Forks locations; Es timated Average Working Interest: 12.5%




Lindahl Three Forks Play — Analogue Producer

BBL/D OIL
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Comparative Economics for Oil Resource Plays
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New Development Area: Princess — Glauconite Pool
(Not Booked in 2009 Year End Engineering Report)

HZ Producers ——
Vertical Injectors
/'\

N\

Glauconite Development
Metrics

Volumetric OOIP: 4.2 MMBBL

Recovery Factor: 27%
WFE EUR: 1.1 MMBBL




Heavy OIil Assets — Low Decline Base Production

» Four properties with net production of ~900 boe/d
» Operated 100% W.1.

Chauvin/Ribstone:
o 320 bbls/d Sparky, Lloydminster
» Waterflood with long life production
» Upside - undrilled structure(s), trend acreage identified, new deep play, pattern
optimization

Galahad:
» 380 boed Ellerslie and Lloydminster

Wildmere:
e 100 bbls/d McLaren, Lloydminster

Princess/Alderson:
e 100 bbls/d Glauconite

* 5% Annual Decline Rate
« $8.00/ BOE Operating Costs




High Impact — Oil Focused Dirilling Inventory

Locations Type

Evi (Granite Wash / Gilwood) 12 Vertical
Stanley ( Bakken Resource Dev.) 11  Horizontal
Lindahl ( Bakken Resource Dev.) S  Horizontal
Lindahl ( Three Forks Resource Dev.) 6  Horizontal
Princess (Glauc) 7/ Horizontal
Heavy Oil Areas (Chauvin, Galahad, Wildmere) +7  Vertical

Approved Drill Spacing Locations: +48
Stanley Bakken Development (320 Acre) 11 Horizontal
Stanley Three Forks Development (320 Acre) 26  Horizontal
Lindahl Three Forks/Bakken Dev. (320 Acre) 12  Horizontal

Total Locations: +97

Total In House Inventory: $120 MM for 97 Drilling L ocations




$(CDN) / BOE

Operating Margins per BOE

120.00

Y

FORECAST
Capital Program

mmm Net Back == Royalty/Boe mmmm OPEX/Boe ====Prod. Volume
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* New Management Team has driven Opex costs down from ~$25/boe to ~$17.75/boe
» With Opex ~$4.0/boe in North Dakota (Bakken / Three Forks) further decreases in Opex expected
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Attractive Valuation Trading at ~0.55x Net Asset Value

Arsenal Year/Year NAV

NAV/Share ($/share)

0.83

31-Dec-06 | 31-Dec-07 | 31-Dec-08 | 31-Dec-09
P+P PV10 (MM$) 77.1 87.6 166.4 200.8
Land 1.5 1.5 2.0 2.0
Seismic 0.3 0.8 0.9 1.0
Debt + WC (MM$) -28.5 -20.7 -41.8 -27.0
NAV (MM$) 50.4 69.2 127.5 176.8
Shares Outstanding (MM 73.3 83.7 101.6 120.5
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