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First Quarter was Full of Milestones

Q1/11 Highlighted by Completion of Farrell Creek Gas Plant and First Commercial Volumes

Canadian Spirit Resources first quarter activity continued the progression of their Farrell Creek assets in N.E. B.C. where
the company completed their 10 mmcf/d joint venture gas processing facility and recorded first commercial production.
Average production was 1.92 mmcf/d over a 63 period from three horizontal wells. The company has indicated plans to
fracture stimulate an additional 2 (0.7 net) previously drilled horizontal well in the third quarter to fill remaining capacity at
their processing facility. During the quarter, SPI increased their land holdings to 40.8 net sections (from 30.6 net) to further
position itself for future development of the Montney plays at Farrell Creek. The company is now looking to shift a portion
of its capital towards the eastern flank of Farrell Creek where it intends to spud its first vertical well in the third quarter;
offsetting operators have reported the presence of natural gas liquids.

Canadian Spirit exited the first quarter with a working capital surplus of approximately $18.2 million. This cash balance
combined with associated cash flows now arising from production positions the company to finance its 2011 capital
program. With production now on, we look to the establishment of a lending facility as imminent and anticipate something
in the short-to-medium term. As noted in our May 17 note, the company booked first Montney reserve estimates during the
quarter and provided estimates of contingent Montney resources, both of which we view as positives to the story. We are
maintaining our BUY rating as we see the significant resource in place and offsetting competitor activity as key drivers for
the stock in the near term.

First Quarter Financial & Operational Highlights:

e Commenced first production from its joint venture Montney program at Farrell Creek, B.C. in late January with three
horizontal wells processing volumes through the JV's gas facility (35% WI). Average production volumes were 1.92
mmcf/d (319 boe/d) over a 63 day period.

e Plan to fracture stimulate two of three horizontal wells drilled during 2010 (c-45-1 and c-B18-I), in Q3 2011 with
subsequent tie-in to the processing facility, it is anticipated this will result in full utilization of the 10 mmcf/d capacity.
Fracture stimulation of the third well will be delayed until such time as spare capacity at the plant can be realized.

e As reported in our May 17 note, SPI commissioned an independent resource evaluation that assessed gross natural
gas initially-in-place at 2.6 Tcf of Discovered GIIP and 2.4 Tcf of Undiscovered GIIP of which SPI estimates commercial
extraction of 1.0 Tcf of Discovered and 1.3 Tcf of Undiscovered GIIP resource, respectively, with 900 gross wells
needed to develop the resource.

e Increased Montney lands to approximately 26,000 net acres (40.8 net sections).

e Approved 2011 capital program of $16.2 million, of which $2.8 was spent in the first quarter. SPI plans to drill 18 (6.3
net) Montney wells over the next several years in an attempt to prove up its Montney lands at Farrell Creek. Plans for
a first vertical well at east Farrell Creek are slated for the third quarter.

o Booked 20 bcf of P+P (3.3 mmboe) reserves and 13 bcf (2.19 mmboe) of total proved reserves. This was utilizing a 6%
porosity cut-off.

e Booked reserves P+P PV(10) of $13.5 million indicates reserves are worth $0.68/mcf in the ground

e Exited the first quarter with a working capital surplus of $18.2 million. We continue to anticipate that SPI will establish a
lending facility to help finance the capital program into 2012.

See Attached One Page Summary for Additional Information

Please see Disclosures and Disclaimers on the last two pages of this report.
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Operational Summary

Production (Q1/11)
% Gas

P+P Reserves

Net Undev. Land

(boe/d) 319
% 100%
(mmboe) 3.328
acres 63,230

Source: Company Reports, DSC.
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Corporate Summary

e Canadian Spirit Resources is an emerging junior oil and gas
exploration company focused on unconventional gas in
northeast British Columbia, primarily targeting the Montney and
Gething formations in the Farrell Creek area.

e The company has begun to develop its roughly 80 sections of
Montney land where the company has a joint venture with
Canbriam Energy whereby CSRI holds a 35% working interest.
Further to this, CSRI holds over 23 additional sections of Farrell
Creek Montney lands at 100%.

Key Catalysts

e Production now on stream and are currently producing 3 wells
through their Farrell Creek facility. Recently completed drilling
an additional Montney well in the first quarter of 2011, bringing
the total to 6 horizontal wells.

e (Going to complete and test three horizontal Upper Montney
wells that were recently drilled. Two of these wells are
expected to be completed and tested in the third quarter 2011
with the fourth to follow once additional plant capacity is
available.

e Capable of further expanding gas processing capacity at Farrell
Creek to 50 mmcf/d. Current capacity sits at 10 mmcf/d.
Planning to drill an additional 3 Montney wells in 2011,
spending a total of $16.2 million for the year.

e Large joint venture agreement in the adjacent vicinity has
illustrated significant Montney success to date and expects to
average 2011 producing 100-120 mmcf/d of natural gas from
the area.

Financials/Valuation

e Exited the first quarter of 2011 with net working capital position
of over $18 million with no debt.

e Canadian Spirit has a current market capitalization of $95
million with a 77.5 million fully diluted shares outstanding.
Based on current production, currently trades at roughly $24.00
EV/P+P reserves.

Summary

Canadian Spirit is an emerging Montney player focused in
northeast British Columbia in the Farrell Creek area. The
significant success by a large competitor on adjacent lands
provides comfort as to the overall resource that may be at stake.
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Disclosures & Disclaimers

This report is issued and approved for distribution in Canada by Dundee Securities Ltd., a member of the Canadian
Investor Protection Fund, the Investment Industry Regulatory Organization of Canada and an investment fund manager
registered with the securities commissions across Canada. Dundee Securities Ltd. is a wholly-owned subsidiary of
Dundee Capital Markets Inc. Dundee Corporation is a significant shareholder of Dundee Capital Markets Inc.

Research Analyst Certification: Each Research Analyst involved in the preparation of this Research Report hereby
certifies that: (1) the views and recommendations expressed herein accurately reflect his/her personal views about any
and all of the securities or issuers that are the subject matter of this Research Report; and (2) his/her compensation is
not and will not be directly or indirectly related to the specific recommendations or views expressed by the Research
Analyst in this Research Report. The Research Analyst involved in the preparation of this Research Report does not
have authority whatsoever (actual, implied or apparent) to act on behalf of any issuer mentioned in this Research
Report.

U.S. Residents: Dundee Securities Inc. is a U.S. registered broker-dealer, a member of FINRA and an affiliate of
Dundee Securities Ltd. Dundee Securities Inc. accepts responsibility for the contents of this Research Report, subject to
the terms and limitations as set out above. U.S. residents seeking to effect a transaction in any security discussed
herein should contact Dundee Securities Inc. directly. [Research reports published by Dundee Securities are intended
for distribution in the United States only to Major Institutional Investors (as such term is defined in SEC 15a-6 and
Section 15 of the Securities Exchange Act of 1934, as amended) and is not intended for the use of any person or
entity.]

This Research Report is provided, for informational purposes only, to institutional investor and retail clients of Dundee
Securities in Canada.This Research Report is not an offer to sell or the solicitation of an offer to buy any of the
securities discussed herein.

The information contained in this Research Report is prepared from sources believed to be reliable but Dundee
Securities Ltd. makes no representations or warranties with respect to the accuracy, correctness or completeness of
such information, and they should not be relied upon as such. Past performance is not a guarantee of future results,
and no representation or warranty, express or implied, is made regarding future performance of any security mentioned
in this Research Report. The price of the securities mentioned in this Research Report and the income they produce
may fluctuate and/or be adversely affected by market factors or exchange rates, and investors may realize losses on
investments in such securities, including the loss of investment principal. Dundee Securities Ltd. accepts no liability
whatsoever for any loss arising from any use or reliance on this Research Report or the information contained herein.
All estimates, opinions and recommendations expressed herein constitute judgments as of the date of this report and
are subject to change without notice.

The securities discussed in this Research Report may not be suitable for all types of investors such reports do not take
into account particular investment needs, objectives and financial circumstances of a particular investor. An investor
should not rely solely on investment recommendations contained in this Research Report, if any, as a substitution for
the exercise of their own independent judgment in making an investment decision and, prior to acting on any of
contained in this Research Report, investors are advised to contact one of their investment advisers to discuss their
particular circumstances.

Non-client recipients of this report should consult with an independent financial advisor prior to making any investment
decision based on this report or for any necessary explanation of its contents. Dundee Securities will not treat non-client
recipients of this Research Report as its clients by virtue of such persons receiving this Research Report.

Nothing in this report constitutes legal, accounting or tax advice. Investors should consult with their own independent
legal or tax adviser in this regard.

Dundee Securities Research is distributed by email, website or hard copy. Dissemination of initial reports and any
subsequent reports is made simultaneously to a pre-determined list of Dundee Securities' Institutional Sales and
Trading representative clients and Retail Private Client offices. The policy of Dundee Securities with respect to
Research reports is available on the Internet at www.dundeewealth.com.

The compensation of each Research Analyst/Associate involved in the preparation of this Research Report is based
competitively upon several criteria, including performance assessment criteria based on quality of research. The
Research Analyst compensation pool includes revenues from several sources, including sales, trading and investment
banking. Research analysts do not receive compensation based upon revenues from specific investment banking
transactions. Dundee Securities generally restricts any research analyst and any member of his or her household from
executing trades in the securities of a company that such research analyst covers. However, the person who prepared
this report may own shares of companies mentioned herein.

Certain discretionary client portfolios are managed by a the Private Client Advisory division of Dundee Securities Ltd.
Additionally, Dundee Securities Ltd. and certain affiliates of Dundee Corporation are investment fund managers,
advising certain investment funds through their respective registered portfolio managers and/or dealing representatives.
The aforementioned portfolio managers and/or dealing representatives are segregated from Research and they may
trade in securities referenced in this Research Report both as principal and on behalf of clients (including managed
accounts and investment funds). Furthermore, Dundee may have had, and may in the future have, long or short
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positions in the securities discussed in this Research Report and, from time to time, may have executed or may execute
transactions on behalf of the issuer of such securities or Dundee’s clients, including dealer-managed funds.

Should this Research Report provide web addresses of, or contain hyperlinks to, third party web sites, Dundee has not
reviewed the contents of such links and takes no responsibility whatsoever for the contents of such web sites. Web
addresses and/or hyperlinks are provided solely for the recipient's convenience and information, and the content of third
party web sites is not in any way incorporated into this Research Report. Recipients who choose to access such web
addresses or use such hyperlinks do so at their own risk.

© Dundee Securities Ltd. Any reproduction or distribution in whole or in part of this Research Report without permission
is prohibited.

Note 1: All historical data including financial and operating data on the issuer(s) mentioned in this report come from publicly
available documents including statutory filings of these issuer(s). Data may also be sourced from Bloomberg, Baseline,
Thomson ONE.

Informal Comments are analysts’ informal comments that are posted on the Dundee website. They generally pertain to
newsflow and do not contain any change in analysts' opinion, estimates, rating or target price. Please refer to formal
published research reports for valuation methodologies used in determining target prices for companies under coverage.
Please refer to formal published research reports for company specific disclosures and analyst specific disclosures for
companies under coverage.

Mineral Exploration Watchlist: Dundee Securities Ltd. has not initiated formal continuing coverage of Mineral Exploration
Watchlist companies. The companies will have recommendations and risk ratings as per our regular rating system, see
Explanation of Recommendations and Risk Ratings for details. Risk ratings will be either Speculative or Venture. Speculative
Risk rated companies are those companies that have published National Instrument 43-101 or JORC compliant resources or
reliable historic resources and/or economic evaluations (scoping, pre-feasibility or feasibility studies) for material project(s) that
could reasonably form the basis of a discounted cash flow analysis. Venture Risk rated companies are those companies that
are generally at an earlier stage of exploration and/or development, where no material resource estimate, historic or
compliant, exists. No price targets will be set for Mineral Exploration Watchlist companies as there are limited financial
metrics upon which to base a reasonable valuation. Valuation methodologies and models will not be provided for Mineral
Exploration Watchlist companies. Dundee clients should consult their investment advisor as to the appropriateness of an
investment in the securities mentioned.

Fertilizer Watchlist: Dundee Securities Ltd. has not initiated formal continuing coverage of Fertilizer Watchlist companies.
The companies will have recommendations and risk ratings as per our regular rating system, see Explanation of
Recommendations and Risk Ratings for details. Risk ratings will be either Speculative or Venture. Speculative Risk rated
companies are those companies that have published National Instrument 43-101 or JORC compliant resources or reliable
historic resources and/or economic evaluations (scoping, pre-feasibility or feasibility studies) for material project(s) that could
reasonably form the basis of a discounted cash flow analysis. Venture Risk rated companies are those companies that are
generally at an earlier stage of exploration and/or development, where no material resource estimate, historic or compliant,
exists. No price targets will be set for Fertilizer Watchlist companies as there are limited financial metrics upon which to base
a reasonable valuation. Valuation methodologies and models will not be provided for Fertilizer Watchlist companies. Dundee
clients should consult their investment advisor as to the appropriateness of an investment in the securities mentioned.

Base Metals & Iron Ore Weekly Dashboard is a compilation of market statistics and media reports that is posted on the
Dundee website. The Dashboard does not contain any change in the analyst's opinion, estimates, ratings or target prices.
Please refer to formal published research reports for valuation methodologies used in determining target prices for companies
under coverage. Please refer to formal published research reports for company specific disclosures and analyst specific
disclosures for companies under coverage.

Presentations do not include disclosures that are specific to analysts and specific to companies under coverage. Please refer
to formal published research reports for company specific disclosures and analyst specific disclosures for companies under
coverage. Please refer to formal published research reports for valuation methodologies used in determining target prices for
companies under coverage.

Disclosures required under Rule 3400 for sector research reports covering six or more issuers can be found on the Dundee
Capital Markets website at www.dundeewealth.com in the Research Section.

Dundee Securities Ltd. and its affiliates, in the aggregate, may beneficially own 1% or more of a class of equity securities
issued by company(ies) discussed in this report.

Explanation of Recommendations and Risk Ratings

Valuation methodologies used in determining the 12-month target price(s) for the issuer(s) mentioned in this report are contained
in current and/or prior research. Target Price N/A: a target price is not available if the analyst deems there are limited
financial metrics upon which to base a reasonable valuation.

BUY: Total returns expected to be materially better than the overall market with higher return expectations needed for
more risky securities. NEUTRAL: Total returns expected to be in line with the overall market. SELL: Total returns
expected to be materially lower than the overall market. TENDER: The analyst recommends tendering shares to a
formal tender offer. UNDER REVIEW: The analyst will place the rating and/or target price Under Review when there is a
significant material event with further information pending; and/or when the analyst determines it is necessary to await
adequate information that could potentially lead to a re-evaluation of the rating, target price or forecast.
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*Risk Ratings: risk assessment is defined as Medium, High, Speculative or Venture. Medium: securities with reasonable
liquidity and volatility similar to the market. High: securities with poor liquidity or high volatility. Speculative: where the
company's business and/or financial risk is high and is difficult to value. Venture: an early stage company where the
business and/or financial risk is high, and there are limited financial metrics upon which to base a reasonable valuation.

SECURITY ABBREVIATIONS: NVS (non-voting shares); RVS (restricted voting shares); RS (restricted shares); SVS

(subordinate voting shares).

Ideas of Interest

Dundee Securities Ltd. from time to time publishes reports on securities for which it does not and may not choose to
provide continuous research coverage. Such reports are published as Ideas of Interest.
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