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Manitoba %

Conservation Petroleum & Energy 1395 Ellice Avenue Suite 360
Winnipeg MB R3G 3P2
CANADA

PH: (204) 945-6577
Fax: (204) 945-0586

November 7, 2000

Mr. Rick Bawol

Exploitation Manager
Progress Energy Ltd.

1110, 520 — Fifth Avenue SW
Calgary AB T2P 3R7

Dear Mr. Bawol:
Re: Birdtail Unit No. 2

The Petroleum and Energy Branch is in receipt of a copy of the signed execution pages for cach
owner in Birdtail Unit No. 2. The Branch is also in receipt of written consents from all parties to
the Unit Agreement, except the Crown, to amend Clause 1303 to read, “This agreement shall
cease to bind the Parties if the unitization provided herein has not become effective on or before
the first day of January, 2001.” The Crown hereby agrees to the aforementioned amendment of
Clause 1303 and has registered the Unit Agreement. The effective date for Birdtail Unit No. 2 is
December 1, 2000.

‘Water injection into the unit may commence on December 1, 2000 in accordance with the
conditions of Waterflood Order No. 8 (attached).

If you have any questions in respect of this matter, please contact John N. Fox, Chief Petroleum
Engineer at (204) 945-6574.

Y ours truly,

= 2 Y

L. R. Dubreuil
Director

c.c. Administration
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WATERFLOOD ORDER NO. 8

in the Birdtail Bakken C Pool | Petroleum Ragistrar

Pertaining to Waterflood Operatiohs___ @f@ m‘zmwf

The Operator shall conduct waterflood oOperattons by injecting water into the Bakken Formation
underlying the Birdtail Field throngh the wells listed in Schedule A. The Director may approve
the conversion of additional wells to water injection.

Every injection well shall be completed as approved under Section 47 of the Drilling and
Production Regulation.

The maximum wellhead pressure at which water may be injected is 9 000 Kpa.

The Director may, from time to time, establish a maximum or minimum rate at which water may
be injected into a well.

The annulus of each injection well shall be pressure tested in accordance with Section 50 of the
Drilling and Production Regulation.

The Operator shall conduct an annual survey to determineg the level and distribution of reservoir
pressure. A summary of the results of any pressure surveys conducted during the year are to be
included in the annual waterflood progress report required under Section 73 of the Drilling and

Production Regulation.

The frequency of pressure surveys may be reduced where the Director is satisfied that more

frequent surveys will not assist the Unit Operator in monitoring the effectiveness of the
waterflood.

The Operator is responsible for monitoring the effectiveness of the waterflood and for collecting

such reservoir data and other information as is necessary to evaluate and optimize waterflood
performance,

The Operator is to advise the Petroleum Branch of the suspension of water injection at any well,
any indication of channeling or breakthrough of injected water to a producing well or out of zone
and any other detrimental cffects that may be attributable to the waterflood operations.

The Operator shall file a report of production or injection for each well in the Unit in“actordance
with Section 120 of the Drilling and Production Regulation,

The Operator shall file an annual waterflood progress report in accordance with Section 73 of the
Drilling and Production Regulation.

e 10/ 98 %A&&éﬂw\p

Date Director of Petroleum for
Minister of Energy and Mines



Schedule A

Birdtail Bakken C Pool

Water Injection Wells

Progress Birdtail Prov. WIW 15-18-16-27 (WPM)
Northrock Birdtail WIW 7-19-16-27 (WPM)
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November 6, 2000

Manitoba Petroleurn and Energy Branch
360 - 1385 Ellice Avenue

Winnipeg, Manitoba

R3G 3p2

Aftn:  John Fox
Chief Petroleum Engineer

Dear Mr. Fox:

RE. BIRDTAIL UNIT 2 — UNITIZATION AGREEMENT

| received your phone message today and hereby request that the Crown approve the same amendment to the
Unit Agreement that the freehold royalty owners approved last month, | understand that since the Crown is a
royalty owner in the Unit, this request should have been submitted to the Crown at the same time it was
submitted to the ather royalty owners. | regret any inconvenience this may have caused.

To approve this amendment, please sign below and fax this letter back to me at 402-218-2514. if you have any
questions or concems about this matter, please give me a call at 403-216-2510 ext, 109. Your cooperation is
greatly appreciated,

Sincerely,
PROGRESS ENERGY LTD.
- _’__/,-—':f:' i
’_‘__/;"f - -7 LT I I
N - A ; e
Rick BawoT L//)

Exploitation Manager

On behalf of the Crown, | hereby agree to amend Ciause 1303 of the Birdtail Unit Na. 2 Unit Agreement to read,
“This Agreement shall cease to tind the Parties if the unitization provided for herein has not become effective on
or before the first day of January, 2001.*

m&«ﬁ /‘él/zm

Signature Date
THE MINISTER. oF COoVSERyAT7oM

BADER CRDER /N COVMCIL 395/2000
(OELECATION o5 Ativ/STER'S AurrioRsr }d

“ "
Progress Energy Lid. 1110, 520 - Fifth Avenue S.W. Calgary, Alberta T2P 3R7 ® Phone:; {403) 218-2510°e Eax: (4035 216-25?4

11706700 MON 16:24 ([TX/RX NO 65451



Fox, John (EM)

To: Rick Bawol
Subject: RE: Birdtail New Tract Factor Calcs.xls

Rick, I've reviewed the tract factor calculations using recent production data and the Crown is satisfied with the original
tract factors.
| agree revising the tract factors is not in anyone's best interests. 1 think your best bet is to request the parties consent in
writing the amendment of clause 1303 to read "on or before 31-Dec-00".

----- Original Message-----

From: Rick Bawol {SMTP:rbawol@progressenergy.com]
Sent: 2000-Oct-25 10:26 AM

To: ffox@em.gov.mb.ca

Subject: Birdtail New Tract Factor Calcs.xls

Jonhn, here are my spreadsheets for Birdtail. Tab "Unit2(3)" shows what the
tract factors would be using this year's production. Tab "UnitZ(2)" uses
1999 production and the tract facteors calculated are the same as those used
in the unitization agreement. Tracts 1 through 6 are Crown and 7 through 9
are freehold. If we revise the tract factors, the Crown weould go up from
60% to 64% and the freehold owners would drop from 40% to 36% (which they
will see as a 10% reduction in their interest). If we leave the tract
factors alone, I think my chances ¢f getting the freehcld owners to agree to
extending the unitization deadline are reasonably good. If we try to cut
their tract factors, I'd say my chance of success is fairly poor. I will
begin phoning them today and start drafting a letter for them to sign.
Please let me know if you have any gquestions about these spreadsheets.

Rick Bawol

Exploitation Manager

Procgress Energy Ltd.

403-216-2510 ext. 109

fax 216-2514 << File: Birdtail New Tract Factor Calcs.xls >>




Fox, John {EM)

From: Rick Bawol [rbawol@progressenergy.com)]
Sent: 2000-Oct-25 10:26 AM

To: jfox@em.gov.mb.ca

Subject: Birdtail New Tract Factor Cales.xIs

X ]

Birdtail New Tract
Facter Calc..

John, here are my spreadsheets for Birdtail. Tab "Unit2(3)™ shows what the
tract factors would be using this year's production. Tab "Unit2(2}" uses
1999 production and the tract factors calculated are the same as those used
in the unitization agreement. Tracts 1 through & are Crown and 7 through 8
are freehold. If we revise the tract factors, the Crown would go up from
60% to 64% and the freehold owners would drop from 40% tc 36% (which they
will see as a 10% reduction in their interest). If we leave the tract
factors alene, I think my chances of getting the freehold owners to agree to
extending the unitization deadline are reasoconably good. If we try toc cut
their tract factors, I'd say my chance of success is fairly poor. I will
begin phoning them today and start drafting a letter for them toc sign.
Please let me know i1f you have any guestions about these spreadsheets.

Rick Bawol
Exploitation Manager
Progress Energy Ltd.
403~216-2510 ext. 109
fax 216-2514
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Manitoba 3

Energy and Mines Petroleum and Energy Branch 1395 Ellice Avenue Suite 360
Winnipeg MB R3G 3P2
CANADA

PH: (204) 945.6577
PH: (204) 945-3760
FAX: (204) 945-0586

July 21, 1999

Mr. Rick Bawol

Progress Energy Ltd.

1110, 520 — Fifth Avenue S.W.
Calgary AB T2P 3R7 ;

Dear Rick: Wedad Hemd =/
Re:  Birdtail Unit No. 1

Unit Agreement

The Branch is in receipt of a copy of the signed execution pages for each owner in
Birdtail Unit No. 1 and has registered the unit agreement. The effective date for Birdtail
Unit No. 1 is August 1, 1999,

Water injection into the unit may commence on August 1, 1999 in accordance with the
conditions of Waterflood Order No. 7.

If you have any questions please don't hesitate to call the undersigned at 945-6574.

Yours truly,

John N. Fox, P.Eng.
A/Director

cc: Adnmnistration
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Table 1

BIRDTAIL UNIT NO. 1
TRACT FACTOR DATA
EXHIBIT "A"

Tract Factor Calculation = 50% Production (Jan-Apr/99)
+50% OOIP (Developed Spacing Units
+50% OOIP 10-5-16-27 + 50% OOIP 11-4-16-27)

Unit Tract  Unit Tract Tract Participation
Number
1 5-4-16-27W1M 17.1608%
2 12-4-16-27TW1M 13.8611%
3 13-4-16-27W1M 9.9895%
4 14-4-16-27W1M 1.6868%
5 7-5-16-27TW1M 3.7365%
6 8-5-16-27W1M 12.3836%
7 9-5-16-27W1M 14.3356%
8 10-5-16-27W1M 2.4582%
9 15-5-16-27W1M 6.9041%
10 16-5-16-27W1M 10.5575%
11 4-9-16-27W1M 6.6805%
12 11-4-16-27W1M (.2458%
Total 100.0000%
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Manitoba ‘B’

CONSERVATION Petroleum and Energy Branch 360-1395 Ellice Ave
Winnipeg MB R3G 3P2
CANADA

PHONE: (204) 945-6577
FAX:  (204) 945-0586

October 18, 2000

Mr. Jeff Screen
Progress Energy Ltd.
1110-520 5" Ave SW
Calgary AB T2P 3R7

Dear Mr. Screen:
Re: Birdtail Unit No. 2 — Unit Agreement

The Branch has reviewed its files pertaining to Birdtail Unit No. 2 to determine what is required to be
submitted before the Unit Agreement can be registered by the Branch under Section 132 of The Oil and
Gas Act.

The Branch has on file copies of the execution page of the Unit Agreement signed by all parties to the
Agreement except Neil Bertram, a royalty owner in Unit Tract No. 9. However, I note that the Unit
Agreement Clause 1303 - Release Date states — “The Agreement shall cease to bind the Parties if the
unitization provided for herein has not become effective on or before the st day of November, 1999.”

The Branch’s interpretation of Clause 1303, is that Progress would have to have all parties to the Unit
Agreement re-execute a new Unit Agreement or agree in writing to an amendment of Clause 1303
extending the November 1, 1999 deadline. Due to the passage of time, between the parties execution of
the Unit Agreement and the commencement of waterflooding, it is probably appropriate to review the
Unit tract participation to determine if the individual tract participation is still equitable.

Progress 1s requested to provide its comments on the issues raised by the Branch. If you have any
questions please contact the undersigned at (204) 945-6574.

Yours truly,

John Fox
Chief Petroleum Engineer

cc: Administration



Manitoba g?)’

Energy and Mines Petroleum and Energy Branch 1395 Ellice Avenue Suite 360
Winnipeg MB R3G 3P2
CANADA

PH: (204) 945-6577
PH: (204) 945-3760
FAX: (204) 945-0586

July 21, 1999

Mr. Rick Bawol

Progress Energy Ltd.

1110, 520 ~ Fifth Avenue S.W.
Calgary AB T2P 3R7

Dear Rick:

Re:  Birdtail Unit No. 1
Unit Agreement

The Branch is in receipt of a copy of the signed execution pages for each owner in
Birdtail Unit No. 1 and has registered the unit agreement. The effective date for Birdtail
Unit No. 1 is August 1, 1999.

Water injection into the unit may commence on August 1, 1999 in accordance with the
conditions of Waterflood Order No. 7.

If you have any questions please don't hesitate to call the undersigned at 945-6574.

Yours truly,

f}

John N. Fox, P.Eng.
A/Director

cc: Administration



Manitoba q;, Y

Energy and Mines Petroleum and Energy Branch 1395 Ellice Avenue Suite 360
¥ Winnipeg MB R3G 3P2
CANADA

PH: (204} 945-6577
PH: (204} 945-3760
FAX: (204) 945-0586

DATE: JULL\ KL

TOTAL NO. OF PAGES (including this page) jL

PLEASE DELIVER THE FOLLOWING PAGES._TO: Manitoba %
NAME: R\Q K Mﬂj OL FROM: Energy and Mines 360-1395 Ellice Avenue

BRANCH : j@&ﬁ&f S ENER—GLI Petroleum and Energy Branch ‘é";%”‘g;g Manitoba
FAX NO: (AO}\ 1{6 ~ 15{4_

COMMENTS:

{204) 945-8102
Dan Surzyshyn (204) 945-0586 Fax
Senior Petroleum Technician dsurzyshyn@em.gov.mb.ca

This message is intended only for the use of the individual or
entity to which it is addressed, and may contain information that

is privileged, confidential and exempt from disclosure under
applicable law.

If the reader of this message is not the intended recipient, or
the employee or agent responsible for delivering the message to
the intended recipient, vyou are hereby notified that any
dissemination, distribution or copying of this communication is
strictly prohibited. If you have received this communication in
errcr, please notify us immediately by telephone, and return the

original to us by postal service at the address noted above.
Thank vyou.

OR‘?INALS WILL BE:

Mailed to you: Delivered to vou: Picked up

Mailed/Delivered upon request: Remain on our file.
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Manitoba

1395 Ellice Avanue Suite 360
Winnipeg MB R3G 3F2

ANADA
CoT(OF ) B
K PH; (204) 945-8577
PH: (204) 845-3760
FAX: (204) 945-0586

O

FROM: Energy and Mines
Patrolaum and Enargy Branch

Dan Surzyshyn
Senior Petroleumn Technician

360-1395 Ellico Avanue

Winnipeg, Manitaba
RA3G 3pP2

(204) 545-8102
{204) 948-0585 Fax
daurzyshyn @em.gov.mb.ca

This message is intended only for the use of the individual or
entity to which it is addressed, and may contain information that
confidential and exempt from disclosure under

is privileged,

applicable law.

If the reader of this message 1is not the intended recipient, or
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Manitoba (,B'

Energy and Mines Petroleum and Energy Branch 1395 Ellice Avenue Suite 360
Winnipeg MB R3G 3P2
CANADA

PH: (204) 945-6577
PH: (204) 945-3760
FAX: (204) 945-0586

July 21, 1999

Mr. Rick Bawol

Progress Energy Ltd.

1110, 520 — Fifth Avenue S.W.
Calgary AB T2P 3R7

Dear Rick:

Re: Birdtail Unit No. 1
Unit Agreement

The Branch is in receipt of a copy of the signed execution pages for each owner in
Birdtail Unit No. 1 and has registered the unit agreement. The effective date for Birdtail
Unit No. 1 is August 1, 1999.

Water injection into the unit may commence on August 1, 1999 in accordance with the
conditions of Waterflood Order No. 7.

If you have any questions please don't hesitate to call b"ﬂ

N Qcnsier A

Yours truly, ) daw 2
QQ..?"’\ oF  RE w st
’\/C@\> ) MQ,:@“\\CNT
John N. Fox, P.Eng. ) R
A/Directorx & @) Pauieire Needs A
Cody  OF CGRTAIN
ce: Administration W\_\ ‘.?)_\1 S ,‘*:Z) 2 ’TH\;
i Ao o

(3 YW Pratic WHAT
Jud L caReoL NBY-
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July 20, 1999 WL 25 1999
Manitoba Energy and Mines
Petroleurn and Energy Branch PETROLEN? L £iiZRAY BRANCH
1295 Ellice Avenue, Suite 360

Winnipeg, Manitoba

R3G 3P2

Attention: Dan Surzyshyn
Dear Mr. Surzyshyn:

RE:  BIRDTAIL UNITS NO. 1 AND 2 - UNITIZATION AGREEMENTS

As you requested, [ am enclosing copies of the signed counterpart execution pages for Unit 1. All
of the parties to this unitization agreement have signed it. Therefore in accordance with Article
13 of the agreement, the effective date of the unitization wil! be August I, 1999.

I am also enclosing an updated version of Exhibit “A”, Part 1 for Unit 2. When this exhibit was
first prepared, it accurately reflected the original royalty ownership within the unitized lands.
However it did not reflect the subsequent sale of 25% of the royalty interest in 5-20-16-27W1
from Wattsview Resources to Neil Bertram. The interests of the Crown and the other royalty
owner, Cynthia Slevin, remain unchanged.

To date, all parties to the unitization agreement for Unit 2 have signed with the exception of Mr.
Bertram. We are still having discussions with him and hope to resolve this matter within a
reasonable time frame. In your last phone message you mentioned that it may be helpful for me
to have Mr, Bertram call John Fox. Please advise John that he may be getting a call from Mr.
Bertram since I will likely take you up on this offer.

I am also enclosing the counterpart execution pages from all the other parties to Unit 2, I'{l send
you a copy signed by Mr. Bertram if and when it is obtained. Thank you for your cooperation in
this matter. If you have any questions about this matter, please feel free to call me at 403-216-
2510 ext. 109.

Sincerely,

Rick Bawol
Exploitation Manager

Progress Energy Ltd. 1110, 520 - Fifth Avenue S.W. Calgary, Alberta T2P 3R7 ¢ Phone: (403) 216-2510 ¢ Fax: (403) 216-2514




1513. Governing Law

This Agreement shall be governed by and construed in accordance with the laws
of the Province of Manitoba, and each of the Parties submits to the jurisdiction of the
courts of the Province of Manitoba for the interpretation and enforcement hereof.

IN WITNESS WHEREOQF each of the Parties has executed this Agreement on
the date shown opposite its name hereunder.

2. < ner

WORKING INTEREST OWNER: /7 o) ress = <y L t’/-
Company

DATE: Owly 75 1999 Ko Bas x

.

ROYALTY OWNER:

(Print)

DATE: , 1899

(Signature)

This is the Execution Page of the Agreement entitled “Unit Agreement” Birdtail Unit No. 1

25




1513. Governing Law

This Agreement shall be governed by and construed in accordance with the laws
of the Province of Manitoba, and each of the Parties submits to the jurisdiction of the
courts of the Province of Manitoba for the interpretation and enforcement hereof.

IN WITNESS WHEREOF each of the Parties has executed this Agreement on
the date shown opposite its name hereunder.

WORKING INTEREST OWNER:

Company
DATE: , 1999
/]
ROYALTY OWNER: “rceniy MHocgrson Sefrea
(Prinf)
DATE: “Suime 26 , 1999 ﬂ(/z//ﬁ/)m@j{%’ud
(Signature) /

This is the Execution Page of the Agreement entitied “Unit Agreement” Birdtail Unit No. 1

25



1513. Governing Law

This Agreement shall be governed by and construed in accordance with the laws
of the Province of Manitoba, and each of the Parties submits to the jurisdiction of the
courts of the Province of Manitoba for the interpretation and enforcement hereof.

IN WITNESS WHEREOF each of the Parties has executed this Agreement on
the date shown opposite its name hereunder.

WORKING INTEREST OWNER:

Company

DATE: , 1999

ROYALTY OWNER: Rogern Wilson, Reeve
(Print)

DATE: July 73/99 , 1999

Debbie Jensen, CAOQ

(Print]

O frasen_

{Signature]

This is the Execution Page of the Agreement entitled “Unit Agreement” Birdtail Unit No. 1

25
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1513. Governing Law

This Agreement shall be governed by and construed in accordance with the laws
of the Province of Manitoba, and each of the Parties submits to the jurisdiction of the
courts of the Province of Manitoba for the interpretation and enforcement hereof.

IN WITNESS WHEREOF each of the Parties has executed this Agreement on
the date shown opposite its name hereunder.

_» =

WORKING INTEREST OWNER: Frogress Enery, Lol
Company

oate:  I=l, 7 1999 £ Baod

AL )

(Print)

ROYALTY OWNER:

DATE: , 1999

(Signature)

This is the Execution Page of the Agreement entitled “Unit Agreement” Birdtail Unit No. 2

25



1513. Governing Law

This Agreement shall be governed by and construed in accordance with the laws
of the Province of Manitoba, and each of the Parties submits to the jurisdiction of the
courts of the Province of Manitoba for the interpretation and enforcement hereof.

IN WITNESS WHEREOF each of the Parties has executed this Agreement on
the date shown opposite its name hereunder.

WORKING INTEREST OWNER:
Company
DATE: . 1999
’ Y
ROYALTY OWNER: Cprtt s 4 N/,
(Print)
DATE: \ yuun 2F , 1999 C/;@/ /’CTA ot /Jd«ula
/ /Signature)
4

This is the Execution Page of the Agreement entitled “Unit Agreement” Birdtail Unit No. 2

25
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1513. Governing Law

This Agreement shall be governed by and construed in accordance with the laws
of the Province of Manitoba, and each of the Parties submits to the jurisdiction of the
courts of the Province of Manitoba for the interpretation and enforcement hereof.

IN WITNESS WHEREOF each of the Parties has executed this Agreement on
the date shown opposite its name hereunder.

WORKING INTEREST OWNER: _— —_— —
Company

DATE: , 1999 S

ROYALTY OWNER: Fre®n RoTcne R
(Print)

DATE: %@% /= 1999 %ﬁ/ﬁ/&f I
, ignature)

/qf’é?;/[)éfu?‘j .
LOATTS UrEW /’3 esouecES LD .

This is the Execution Page of the Agreement entitled “Unit Agreement” Birdtail Unit No. 2

25
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PROGRESS
ENERGY

FAX COVER SHEET

DATE: % r% 20119

TO: Oa ., Sunz :Es% -
DEPARTMENT: ’
COMPANY: Jﬂami&e_imw » M) us
FAX NUMBER: (2cd) 945 o5 !

FROM; ,R Je “&il.goo | -

IF NOT RECEIVED IN GOOD ORDER, PLEASE (;‘-ALL DARLA MANGEL AT 216-2510 ext. 0.

Progress Energy Lid, 1110, 520 - Fifth Avenua SW. Ceigary, Alberts T2P 3R7 ¢ Phone: (403) 2182510 » Fax: (400) 2182514

07/20/99 TUE 14:12 [TX/RX NO 7121]
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13:13 FAX 403 216 2514 PROGRESS ENERGY

ENERGY

July 20, 1999

Manitoba Energy and Mines
Petroleumn and Energy Branch
1395 Ellice Avenue, Suite 360
Winnipeg, Manitoba

R3G 3P2

Attention: Pan Surzyshyn

Dear Mr. Surzyshyn:

RE: BIRDTAIL UNITS NO. 1 AND 2 - UNITIZATION AGREEMENTS

As you requested, I am enclosing copies of the signed counterpart execution pages for Unit 1. Al
of the partics to this unitization agreement have signed it. Therefore in accordance with Article
13 of the agreement, the effective date of the unitization will be August 1, 1999.

[ am also enclosing an updated version of Exhibit “A", Part 1 for Unit 2. When this exhibit was
first prepared, it accurately reflected the original royalty ownership within the unitized Jands.
However it did not reflect the subsequent sale of 25% of the royalty interest in 5-20-16-27W1
from Wattsview Resources to Neil Berram. The interests of the Crown and the other royalty
owner, Cynthia Slevin, remain unchanged.

To date, all parties to the unitization agreement for Unit 2 have signed with the ¢xception of Mr.
Bertram. We are still having discussions with him and hope to resolve this matter within a
reasonable time frame. In your last phone message you mentioned that it may be helpful for me
to have Mr. Bertram call John Fox. Please advise John that he may be getting a call from Mr.
Bertram since I will likely take you up on this offer.

I am also enclosing the counterpart execution pages from all the other parties to Unit 2. I'll send
you a copy signed by Mr. Bertram if and when it is obtained. Thank you for your coopetation in
this matter. If you have any questions about this matter, please fee] free to call me at 403-216-
2510 ext. 109,

Sincerely,
PROGRESS ENERGY LTD,

Progress Energy Lid. 1110, 520 - Fifth Avenue S,W. Calgary, Alberta T2P 3R7 @

Rick Bawol’
Exploitation Manager

one; (403) 216-25

idoo2

07/20/99 TUE 14:12 ([TX/RX NO 7121]
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1513. Goveming L.aw

This Agreement shall be governed by and construed in accordance with the laws
of the Province of Manitoba, and esach of the Parties submits to the jurisdiction of the
courts of the Pravince of Manitoba for the interpretation and snforcement hereof.

IN WITNESS WHEREOF each of the Parties has executed this Agreement on
the date shown opposite its name hereunder.

"P"_’-_j_r“‘ EKL:))/ A tc/,

Company

WORKING INTEREST OWNER:

pate: -ty ’% 1999 A Bes *

ROYALTY OWNER:

(Print)

DATE: , 1999

(Signature)

This is the Execution Page of the Agreement entitled “Unit Agresment” Birdtail Unit No. 2

25

07/20/89 TUE 14:12 ([TX/RX NO 7121]
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1513. Govemning Law

This Agreement shall be governed by and construed in accordance with the laws
of the Province of Manitoba, and each of the Parties submits to the jurisdiction of the
courts of the Province of Manitoba for the interpretation and snforcement hereof.

IN WITNESS WHEREOF each of the Parties has executsd this Agreement on
the date shown opposite its name hereunder.

WORKING INTEREST OWNER:

Caompany

DATE: |, 1999

ROYALTY OWNER: | C o orE/ /48 .SAEV/.J
(Print)

DATE: 28 1088 %4&/ 758 /&'—u/
Sigature)

This is the Execution Page of the Agreement entitied "Unit Agreement” Birdtall Unlt No. 2

25

07/20/99 TUE 14:12 [TX/RX NO 7121]
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1513. Govaming Law

This Agreement shall be governed by and construed In accordance with the laws
of the Province of Manitoba, and @ach of the Parties submits to the jurisdiction of the
courts of the Province of Manitoba for the Interpretation and snforcement hereof.

IN WITNESS WHEREOQF each of the Partles has exscuted this Agreament on
the date shown opposite its name heraunder.

WORKING INTEREST OWNER: i R
Company

DATE: , 1999

ROYALTY OWNER: Cretoa Rutae R
(Print)

DATE: 7z 1909 el ey
Signatura)
f e a7 y

y .
LIAT TS U W 7? csoweces D

This is the Execution Page of the Agreement entitled “Unit Agreement” Birdtail Unit No. 2

25
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Manitoba g?f

Energy and Mines Petroleum and Energy Branch 1385 Ellice Avenue Suite 360
Winnipeg MB R3G 3P2
CANADA

PH: (204) 945-6577
PH: (204) 945-3760
FAX: (204) 945-0586

Tuly 12, 1999

Mr. Rick Bawol

Progress Energy Ltd.

1110, 520 — Fifth avenue S.W.
Calgary AB T2P 3R7

Dear Rick:

Re: Birdtail Unit No. 2
Unit Agreement

Attached is a copy of the execution page from the subject unit agreement signed by the
Minister of Energy and Mines. Please forward copies of the execution pages signed by
all royalty and working interest owners.

If you have any questions please don't hesitate to call the undersigned at 945-6574.

Yours truly,

=

John N. Fox, P.Eng.
A/Director



1513. Governing Law

This Agreement shail be governed by and construed in accordance with the laws
of the Province of Manitoba, and each of the Parties submits to the jurisdiction of the
courts of the Province of Manitoba for the interpretation and enforcement hereof.

IN WITNESS WHEREOF each of the Parties has executed this Agreement on
the date shown opposite its name hereunder.

DATE: (Z:/é < . 1999 Mmfl

Minister Energy and Mines

ADDRESS FOR SERVICE:

Department of Energy and Mines

Petroleum and Energy Branch

360 — 1395 Ellice Avenue

Winnipeg Manitoba R3G 3P2

Fax No. (204) 945-0586

This is the execution page of the Agreement entitled “Unit Agreement” Birdtail Unit No. 2

25



Manitoba 3

Energy and Mines Petroleum and Energy Branch 1395 Ellice Avenue Suite 360
Winnipeg MB R3G 3P2
CANADA

PH: (204) 945-6577
PH: (204) 945-3760
FAX: (204) 945-0586

July 12, 1999
Mr. Rick Bawol
Progress Energy Ltd.

1110, 520 — Fifth avenue S.W.
Calgary AB T2P 3R7

Dear Rick:

Re: Birdtail Unit No. 1
Unit Agreement

Attached is a copy of the execution page from the subject unit agreement signed by the
Minister of Energy and Mines. Please forward copies of the execution pages signed by
all royalty and working interest owners.

If you have any questions please don't hesitate to call the undersigned at 945-6574.

Yours truly,

-

John N. Fox, P.Eng.
A/Director



1513. Governing Law

This Agreement shall be governed by and construed in accordance with the laws
of the Province of Manitoba, and each of the Parties submits to the jurisdiction of the
courts of the Province of Manitoba for the interpretation and enforcement hereof.

IN WITNESS WHEREOF each of the Parties has executed this Agreement on
the date shown opposite its name hereunder.

DATE: Z:é s , 1999 /MV\

Minisfer Energy and Mines

ADDRESS FOR SERVICE:

Department of Energy and Mines

Petroleum and Energy Branch

360 — 1395 Ellice Avenue

Winnipeg Manitoba R3G 3P2

Fax No. (204) 945-0586

This is the execution page of the Agreement entitled “Unit Agreement” Birdtail Unit No. 1

25
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June 1, 1999
0 22cBPe MbeCE.

Mr. Rick Bawol

Progress Energy Ltd.

1110, 520 - Fifth avenue S.W.
Calgary AB T2P 3R7

Dear Rick:
Re: Birdtail Unit No. 1

Unit Agreement

Attached is a copy of the execution page from the subject unit agreement signed by the
Minister of Energy and Mines. Please forward copies of the execution pages signed by
all royalty and working interest owners.

If you have any questions please don't hesitate to call the undersigned at 945-6574.

Yours truly,

John N. Fox, P.Eng.
A/Director
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Unit Agreement — Birdtail Bakken “C” Sand Unit




UNIT AGREEMENT

BIRDTAIL BAKKEN “C” SAND UNIT

TABLE OF CONTENTS
ARTICLE | DEFINITIONS
ARTICLE Il EXHIBITS
ARTICLE Il UNITIZATION AND EFFECT

ARTICLE IV AUTHORITY TO WORKING INTEREST OWNERS
ARTICLE V TRACT PARTICIPATION

ARTICLE VI ALLOCATION OF UNITIZED SUBSTANCES PRODUCED
ARTICLE VI USE, LOSS AND STORAGE OF UNITIZED SUBSTANCES
ARTICLE VIl ENLARGEMENT OF UNIT AREA

ARTICLE [X TRANSFER OF INTEREST

ARTICLE X IN GENERAL

ARTICLE X! EFFECTIVE DATE

ARTICLE Xl TERM

EXHIBIT A PART 1 — TRACT PARTICIPATION
PART 2 - UNIT PARTICIPATION
EXHIBIT B MAP OF UNIT AREA

EXHIBIT C TYPE LOG OF UNITIZED ZONE AND GEOLOGICAL MAPS

Unit Agreement — Birdtail Bakken “C" Sand Unit




UNIT AGREEMENT

BIRDTAIL BAKKEN “C” SAND UNIT

WHEREAS the Parties own Royalty Interests and Working Interests, or either
of them, in the Unitized Zone; and

WHEREAS the Parties desire that the Unitized Zone be developed, produced
and operated as a unit, all as hereinafter provided;

NOW

THEREFORE in consideration of the covenants herein contained, the

Parties agree as follows:

ARTICLE |

DEFINITIONS

101. Definitions

In this Agreement:
« LNCIL2ED ZONR

(a)

(b)

* Meaws The Time Ao DRTE
rererkeo T8 W A Gl

vV (d)

(e)

means that portion of the Bakken Sand which is
identified in the well Northrock Birdtail 9-5-16-27W1, located in legal
subdivision 09 of Section 05 in Township 16 in Range 27, West of the
Prime Meridian (W1M), between the depths of 517 and 523 meters
below the Kelly Bushing as shown on the 523 portion of the Neutron-
Density Log recorded in the said well and attached hereto as Exhibit

[ 'l!. d
v SPACNG UMT - Berosw Dﬂ*rm
y \ i means the area allocated to a well by the khmster

HrAmagoms
with respect to the B%gr the purpose of drilling for or
producing Petroleum Substanfes, 180 20ng

“Effective Date” April 1, 1999,

“! ease” means an instrument granting a Working Interest in the

Unitized Zone;
membs oF s Bxecmue Counen Ctinecsd BA The
“Minister” means the MTISTET o Emergy—anme— eSS Of ~the-

Guovermmentof-thre-Rreviroe-o-Saskatehewan,.
LEGRUWT GoURM W Comcy WTh The ADww STaTg O THE O
Gro Act or MAWTRR

Unit Agreement — Birdtail Bakken “C" Sand Unit




()

(9)
(h)

(i)

-2-

l/ “Outside Substances” means any substance initially obtained from
any source other than the Unitized Zone or any Unitized Substances
with respect to which royalty has been paid;

L/ “Party” means a person who is bounded by this Agreement’

“Petroleum Substances” means Y petroleum natural gas andmm
hydrocarbons (except coal) énanyoken; AND AL SUBSTANCEY WHRTKER GAJENY,
LLEMO OR DLIO, WRCH PRE. RoDucEn 1 ASKCIATIN HRELAH Ok A 0P THEM,
“Royalty Interest” means any interest (other than a Working Interest)

in Petroleum Substances or the proceeds from the sale of such

interest, produced from the Unitized Zone, but does not include the

interest of a person as a purchaser of Petroleum Substances after

production;

6R (i I./ “Rovalty Owner” means a Party owning a Royalty Interest in or in

' SME
‘)S\AI:\‘ %’ﬁ i

respect of Unitized Substances;
T W

v/ “Tract” means a parcel of land described and given a Tract number in

W mmk) “Tract”
3 3 Exhibit “C” and sh Exhibit “B";
!D P\R\W[ TORSHA L M“‘"‘. xhibi and show xhibi

T C\PATLOA oCATRD
“Tract_Participation means the ewvep';‘)ércentage g‘.e‘aed to a

SUbITNN aRe & g (&a).,
Lok © A suts (e mgrl'\‘ﬁact pursuant to Articie VI and set forth in Part 1 Of Exhibit “C"; -

oF 1S
L‘“‘ﬂs::;“ &P{\X W) _a “Unit Area” means the lands described in Exﬁibit “C” and shown
ST \Wmm B

s e
ﬁ«*“:‘;@w“ R,
wﬁ s'\c‘\or h

N

L W
;:T‘W;; Ret. ‘“‘N"

sE“‘é‘

(o)

Wﬁooﬂ

Y
W
W N“Unit Participation” means, with respect to each Working interest
Owner, the sum of all of its Tract Participation shares as set forth in
Part 2 of Exhibit “C";

\/ “Unitized Substances” means Petroleum Substances in or obtained
from the Unitized Zone;

whKH ENICET e Ownig YwasoF

(bl "UnifRed Zdre™yearm, the Bakke8and 2ofie within Tha-URiTArear
IMERRST

(r)

“Working Interest” means any %} to produce and dispose of, o0 M(UM[E

()
Rencees "bm?ds(\\"‘fpetroleum Substances from the Unitized Zone, inekeimg—arrinterest ANO witl Wekc
blowit ¢ drillinet erd Lot

e,
s m?:‘m‘;ﬂi mlo Fﬁ}yPetroleum Substances therefrom;

“Working Interest Owner” means a Party owning a Working interest. N 0& Y
Reoprer oF UnvTED SULYIMKET,

“UNT OPERAT(ONS " MEANT Anu DPRRATONT ot NTIVCIES UNOHARKEN N CoNNECTI0N LUTTH
Unnttes Zoak, THE PROOUCTIG) 0% HAADLM- OF UNTIRO Lomhs o8 Yie ""WN
DPERRTUA , MATENAKE CR REMOVRL OF ESOIPMNT 00 FAILITIEY, INSORRR. AT Sicu
WERRATWUNT R ATITIEY BV NTROZEO 0o PROUVDED Tl LNOBR TRIY ACRESMINT 02

“itACeengeMaBiataT BaRKEMCL Sanc-Unit- We UNtr Jeesmve AReEvaNT

 UNG OPERATOO™ MW THE PRRION Ui 15 9 OBSIerEd U Yo, v (e Aesre
o UN OPBr(AG ACERMEST® REMNT THE AREEMEVT ENTITLED “UNIT OPERAYIM

ACEMET ~ HROTALL SAUEN TC" SAND UMY



201.

202.

203.

204.

-3-

ARTICLE I
EXHIBITS
Exhibits
The following exhibits are attached to and incorporated in this Agreement:

(a) Exhibit “C”, Part 1 of which numbers and describes each Tract and,
with respect to each Tract:

(i) sets forth its Tract Participation,

(i) sets forth the names of the owners of the Working interests therein,
their respective percentage Working Interests therein, and their
respective shares of the Tract Participation therefor,

(iiy sets forth the names of the owners of the Royalty Interests therein,
and

Part 2 of which lists all of the Working Interest Owners and sets forth
their respective Unit Participations;

(b) Exhibit “B” which is a plan or map of the Unit Area; and

{c) Exhibit “C” which is a reproduction of a portion of the Neutron-
Density Log of the well known as Northrock Birdtail 9-5-16-27W1M.

Exhibits Correct

Each exhibit shall be deemed conclusively to be correct to the effective time
of a revision or correction thereof as herein provided.

Correction of Exhibits

If any mistake or mechanical error occurs in an exhibit, the Unit Operator
may, or upon request of a Party shall, prepare a corrected exhibit but the data
used in establishing Tract Participation shall not be re-evaluated.

Effective Time

Any corrected exhibit prepared on or before the Effective Date or within ninety
(90) days thereafter shall be effective on the Effective Date. Any corrected
exhibit prepared after the said ninety (90) days shall be effective at 7:00 a.m.,
Central Standard Time, on the first day of the first calendar month after it has
been supplied to the mm accordance with clause 205.

Unit Agreement — Birdtail Bakken “C” Sand Unit
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205.

206.

301.

302.

303.

o PRt

Each time that an exhibit is revised or/corrected pursuant to this Agreement,
the Unit Operator shall supply the mister with one or more copies, as
required and shall supply each Working Interest Owner with the number of
copies of the exhibit that it requests. Each Working Interest Owner shall
supply each of its Royalty Owners, exceptfihe iinister, with a copy of the
revised exhibit. CRowi)

Supplying of Exhibits

Form of Revised or Corrected Exhibits

Exhibits that are revised or corrected shall show the effective time of the
revision or correction in accordance with clause 204 and shall be numbered
consecutively.

ARTICLE 1l

UNITIZATION AND EFFECT

Unitization

On and after the Effective Date the interests of each Royalty Owner and of
each Working Interest Owner in the Unitized Substances and in the Unitized
Zone are hereby unitized, as if the Unitized Zone had been included in a
single lease executed by the Royalty Owners, as lessors, in favour of the
Working Interest Owners, as lessees, and as if the lease had been subject to
this Agreement.

Personal Property Excepted

All lease and well equipment heretofore or hereafter placed by any of the
Working Interest Owners on lands in the Unit Area shall be deemed
conclusively to be and shall remain personal property belonging to and may
be removed by the Working Interest Owners.

Continuation of Leases

All operations conducted with respect to the Unitized Zone or production of
Unitized Substances shall, except for the purpose of calculating payments to
Royalty Owners, be deemed conclusively to be operations upen or production
from all of the Unitized Zone in each Tract, and such operations or production
shall continue in force and effect each Lease and any other agreement or

Unit Agreement — Birdtail Bakken “C” Sand Unit
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304.

305.

306.

307.

-5-

instrument relating to the Unitized Zone or Unitized Substances as if such
operations had been conducted on and a well was producing from each Tract

or-Bra:mge' Unit, or portion thereof, in the Unit Area.
SPRC

Lease Amended

Each Lease and any other agreement or instrument relating to the Unitized
Zone or Unitized Substances is hereby amended only to the extent necessary
to make it conform to this Agreement.

Ratification of Leases

Except for a Lease in respect of which a court action has been commenced
and adjudication thereof is pending on the Effective Date, each Royalty
Owner hereby ratifies and confirms any Lease, as amended by this
Agreement, to which it is a party and agrees that no default exists with

Y
res ﬁt}t’%ﬁ\,\ aad tha SLkh Lease i MEseffect as of &&Ef?ft%? Rﬁt -S[T E‘EW:F OSMR
Eﬁt of0 nltlzatson on ?H’es t%‘k m" N WOk Avy sk Leare

Nothing herein shall be construed as a transfer or exchange of any interest in
the Leases, Tracts or Unitized Zone, or in the Unltlzed Substances before
production thereof.

Name

The name of the unit hereby constituted is Birdtail Bakken “C” Sand Unit.

—  EQUPMENT ApD FACLTEL

401.

ARTICLE IV

AUTHORITY TO WORKING INTEREST OWNERS

Operations SPP@‘M'

The Working Interest Owners are her
operate the Unitized Zone without re rd to the provisions of the Leases or
the boundary lines of the Tracts or Units in such manner and by
such means and methods as the Working Interest Owners consider
necessary and proper and, without limiting the generality of the foregoing, the
right to inject any substance or combination of substances into the Unitized
Zone and convert and use as injection wells any wells now existing or
hereafter drilled into the Unitized Zone.

y granted the right to develop and

Unit Agreement — Birdtail Bakken “C" Sand Unit



ARTICLE v

501. Tracts Included on Effactive Date

The Tracts included in the Unit Area as of the Effective Date are those Tracts which are qualified under
Clause 502:

(a}  before the Effective Date: or

(b)  on or within ninety {90) days after the Effective Date.

502, Qualification_of Tracts

A Tract is qualified for inclusion in the Unit Area when its title has been approved by the Working Interest
Owners under Claul 1102 and when:

la}  owners of one hundred percent (100%) of the Working Interests therein have become Parties and parties

to the Unit Operating Agresment and owners of one hundred percent (100%) of the Rovyalty Interest
therein have become Parties; or

(bl owners of one hundred percent {100%) of the Working Interests therein have become Parties and parties
to the Unit Operating Agreement and owners of less than one hundred percent {100%) of the Royalty
Interest therein have become Parties. and such owners of Working Interests agree, if required by the
other Working Interast Owners, to indemnify the other Working Interest Owners in a form and manner
satisfactory to them for any loss or damages that may be syffered by such other Working Interest
Cwners in respect of claims and demands that, because of the inclusion of the Tract in the Unit Area,
may be made by those owners of Royalty Interests in the Tract who have not become Parties; or

(e} owners of the Working Interests therein have agreed with the owners of Working Interests then Parties
and parties to the Operating Agreement as to the basis on which the Tract shall become qualified, where
the Tract cannot be qualified pursuant to Subclause (a) or (b} of thig Clause.

503. Revision of Exhibits

Within one hundred twenty (120) days after the Effective Date the axhibits s
set out only those Tracts included in the Unit Area under this Article.
Participation of the Tracts recalculated on the same basis and using t
Tract Participation in the original Exhibit "A" and so that their summati
as so revised shall be effective as of the Effective Date.

hall be revised, if necessary, to
The revised Exhibit A" shall set forth the Tract
he same data as that used in the calculation of
on is one hundred percent (100%). The exhibits

lﬂ 1102, Approval of Titles by Working Interest Owners

The Working Interest Owners may approve:

(al  the titles of Working Interest Owners to Tracts which have been unanimously recommended for approval
by the Titles Committee; and

{b) the tittes of Working Interest Owners ?o Tracts which pava not been. unanimously recommended for
approval by the Titles Committee but with respect to which such Working interest Owners have agreed
to indemnify the other Working Interest Owners, in a form and manner satisfactory to them, from loss or
damage that may be suffered by them in respect of claims and demands made because of subsequent
failure of the Working Interest Owners' titla.

Notwithstanding the foregoing, the Working Interest Owners may approve any title that has not been unanimousty
recommended for approval by the Titles Committes.




402.

Delegation

The Working Interest Owners may delegate to the Unit Operator any of the
rights and powers herein or otherwise granted to them.

ARTICLEV

TRACT PARTICIPATION

= [NOSien AND @ iiRicate) oF TRNCTE

501.

601.

602.

Tract Participation

Each Tract has a Tract Participation as shown on Exhibit “C". Tract
Participation as shown on Exhibit “C” will “not” be altered in the event that
the unit is infill drilled.

ARTICLE VI

ALLOCATION OF UNITIZED SUBSTANCES PRODUCED

Allocation to Tracts

0 %01

Subject to clauses ? and 'd, the Unitized Substances when
produced shall be allocated to the Tracts in accordance with their Tract
Participation. The amount of Unitized Substances allocated to each Tract,
and only that amount, regardless of whether it is more or less than the
amount of actual production of Unitized Substances from the well or wells, if
any, on the Tract, shall be deemed conclusively to have been produced from
the Tract.

Distribution within Tracts

The Unitized Substances allocated to a Tract shall be distributed by the
Working Interest Owners thereof among, or accounted for to, the Parties
entitled to share in the production from the Tract in the same manner, the
same proportions, and upon the same conditions as they would have
participated and shared in the production from the Tract, or in the proceeds
from the sale thereof, had the Unitized Substances allocated to the Tract
been actually produced therefrom by the Working Interest Owners.

Unit Agreement — Birdtail Bakken “C" Sand Unit




603.

604.

605.

606.

e

construed

Calcuiation of Royalty

For the purpose of calculating royalty with respect to each Tract, the royalty
payable under the respective Lease, agreement or other instrument covering
such Tract shall be calculated on the Unitized Substances allocated to the
Tract, and at the applicable rate under such Lease, agreement or other
instrument. The Royalty Owners of each Tract agree to accept payment of
royalty so calculated in satisfaction of the obligation of a Working Interest
Owner to make royalty payments on Unitized Substances under the Lease,
agreement or other instrument covering such Tract, but a lessee under a
Lease shall not be relieved from making payment of royalty to its lessor if
payment is not made by the Working Interest Owner as aforesaid.

Taking Unitized Substances in Kind

The Unitized Substances allocated to a Tract shall be delivered in kind at the
time and place of production to the Parties entitied thereto who may, if there
is no interference with unit operations, construct, maintain and operate in the
Unit Area all necessary facilities for taking delivery in kind.

Failure to Take in Kind

To the extent that a Party entitted to take in kind any of the Unitized
Substances, fails to take or otherwise dispose of them-at the time and place
of production, then so long as such failure continues, the Unit Operator, as
agent and for the account and at the expense of such Party, may sell, store,
inject or otherwise dispose of them. Where there is a sale, the net proceeds
shall be paid to the Party. The Unit Operator may contract for sale thereof
only for the minimum term obtainable, which in no event shall exceed one (1}
year. When the Unit Operator has so contracted, the Party may take its
share of the Unitized Substances in kind upon the expiration of the current
sales contract that it intends to take its share in kind. Any Party not taking in
kind may revoke at will the Unit Operator's authority hereunder by taking in
kind all of its share of the Unitized Substances not previously contracted for
sale by the Unit Operator.

Rovalty on Outside Substances

If an Outside Substance is injected into the Unitized Zone, the first like
substance contained in the Unitized Substances subsequently produced and
sold or used other than for operations hereunder shall be deemed
conclusively to be an Outside Substance until a quantity equal to the quantity
of the Qutside Substance injected into the Unitized Zone is recovered. No
royalty shall be payable on any substance that is deemed conclusively to be
an Outside Substance.

Several Royalty Liability

Without limiting the generality of the provisions of CIausu[ﬁOZ and=@ly nothing in this Agreement shall be

as giving rise to any right entitling the Royalty Owners of a Tract to look to any Working Interest Ownars
other than the Working Interest Qwners of such Tract for the satisfaction of royslty obligations in respect of such Tract;
provided, howevar, that in the svent that thea Working Interast O
under a Lease relating to the Tract, the provisions of this Clause
any obligaticn to account for royaity payable or deliverable to the tessor under such Loase if the Working Interest

Owners fail to comply with their obligations in that respect.

ors of a Tract are not the same persons as the losses
7 shall not be construed as relisving such lesses of
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609. Qil in Lease Tankage and Over-Production as of the Effective Date

701.

(a)

(¢)

A proper and timely gauge shall be made of all tanks delivered to the
Unit Operator to ascertain the amount of oil in such tanks as of the
Effective Date. If any wells producing into such tanks have made
more than their cumulative production allowables as set by the
Department of Energy & Mines, the amount of such over-production of
oil then in such tanks that has, prior to the Effective Date, been
produced from those zones, which on the Effective Date, became the
Unitized Zone, shall be deemed to be Unitized Substances. Except as
aforesaid, the oil in such tanks shall remain and be at the risk of and
be the property of the person owing the same prior to the Effective
Date and upon request shall be delivered in kind to such person or, in
the absence of such request, shall be sold by the Unit Operator for the
credit of and on behalif of such person at not less than the prevailing
wellhead price, and the proceeds thereof shall be paid the purchaser
directly to such person.

if any production from those zones, which on the Effective Date
became the Unitized Zone, was in excess of the cumulative production
allowable of any Tract as of the Effective Date and such excess
production was sold prior to the Effective Date, the Unit Operator,
during each subsequent month after the fifth month next following the
Effective Date, shall withhold seventy five percent (75%) of the
Unitized Substances that would otherwise be allocated to such Tract
except for the provisions of this subclause, and the amount of
production so withheld shall be realflocated to all of the Tracts in
proportion to their respective Tract Participations. The withholding
from such Tract of oil that would otherwise be allocated shall be
continued until the accumulated total of such withholding is equal to
the amount of production in excess of the cumulative production
allowable of such Tract as of the Effective Date.

No allowance shall be made with respect to any wells that have

produced, up to the Effective Date, less than their cumulative
production allowables as set by the Department of Energy & Mines.

ARTICLE VIl

USE, LOSS AND STORAGE OF UNITIZED SUBSTANCES

Use or Loss

The Working Interest Owners may use as much of the Unitized Substances,

Unit Agreement — Birdtail Bakken “C” Sand Unit
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other than crude oil, as they deem necessary for the operation and
development of the Unitized Zone including, but not limited to, the injection
thereof into the Unitized Zone and in the operation of any plants handling
Unitized Substances. Unitized Substances so used or injected and Unitized
Substances lost shall be excluded in allocating Unitized Substances to
Tracts, and no royalty or other payment shall be payable in respect thereof,
except that in the case of Unitized Substances that have been so injected,
royalty shall be payable in respect thereof when such Unitized Substances
are ultimately recovered from the Unitized Zone and sold or used other than
for operations hereunder.

Storage

The Working Interest Owners are hereby granted the right to inject Unitized
Substances into the Unitized Zone for storage. Unitized Substances so
injected shall be excluded in allocating Unitized Substances to Tracts, and no
royalty or other payment shall be payable in respect thereof until they are
recovered from storage and sold or used other than for operations hereunder.

pm of W\T ARTICLE VI

ARRCT PRGN

mﬁ"\ ENLARGEMENT OF UNIT AREA

ﬁ\%;w&- ot E
inister's Consent

Notwithstanding anything to the contrary contained in this Agreement, if the
Minister is the owner of any Royalty Interest or Working Interest in any Tract
included in the Unit Area, or in any lands proposed to be admitted to the Unit
Area pursuant to this Article, no enlargement of the Unit Area shall be carried
out until the Minister has in writing consented to such enlargement.

ARTICLE IX

ER OF INTEREST

In this Article IX the term “disposition” means any disposition of a Working
Interest or a Royalty Interest, or any interest therein, whether legal or
equitable, by way of sale, assignment, transfer, lease, sublease, conveyance,
gift, change of possession or other transaction, and includes, without

Unit Agreement — Birdtail Bakken “C" Sand Unit
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limitation, any realization upon any mortgage, charge or other security
interest, but shall be deemed conclusively not to include the grant or other
creation of any such security interest. A disposition of an interest in a Tract
by a Party shall cover the whole of or an undivided interest in the whole of
such Party’s interest in the Tract, and no disposition shall be binding on the
Unit Operator or the other Parties which are not parties to such disposition
unit.

(a) at least one of the parties to such disposition has given the Unit
Operator written notice of such disposition, together with a copy of a
document evidencing such disposition; and

(b) any acquiring parties which are not Parties have executed and
delivered to the Unit Operator a counterpart of this Agreement and, in
the event that the disposition is a disposition of a Working Interest, any
acquiring parties which are not parties to the Unit Operating
Agreement have executed and delivered to the Unit Operator a
counterpart of the Unit Operating Agreement.

Upon being provided with all of such items in respect of a disposition the Unit
Operator shall revise Exhibit “C” to reflect such disposition, and the revised
version of Exhibit “C” shall be effective as of 07:00 on the first day of the
calendar month next following the calendar month in which such items are
received by the Unit Operator.

Other Changes

If a Party changes its name or undergoes any other changes affecting the
information contained in Exhibit “C", other than by way of disposition, such
Party shall provide the Unit Operator with written notice of such change,
together with a copy of a document evidencing the same. The Unit Operator
shall thereupon revise Exhibit “C" to reflect such change, and the revised
version of Exhibit “C” shall be effective as of 08:00 on the first day of the
calendar month next following the calendar month in which such items are
received by the Unit Operator.

Notices

All notices to the Unit Operator pursuant to this Article 1X shall be in writing
and shall be sufficiently given:

(a) if delivered by hand or by courier to a Party at its address for service
as hereinafter provided, on any day other than a Saturday, a Sunday

or a statutory holiday in‘)‘-\?benta_.6
Moy ol
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{b) except during any period of actual or impending postal disruption, if
sent by first class mail, postage prepaid, posted within Canada or the
United States, to a Party at its address for service as hereinafter
provided; or

{c) to any Party which has provided a direct telecommunication number
as part of its address for service, if sent by telecommunication to such
Party at such number on any day other than a Saturday, a Sunday or
a statutory holiday in Alberta, or in Saskatchewan.

Any notice or communication given by delivery as aforesaid shall be deemed
conclusively to have been given and received on the date of delivery, any
notice or communication given by mail as aforesaid shall be deemed
conclusively to have been given and received on the fourth day following the
date of mailing (Saturdays, Sundays and statutory holidays in Alberta, or in
Saskatchewan excepted), and any notice or communication given by
telecommunication as aforesaid shall be deemed conclusively to have been
given and received on the date on which the transmission thereof has been
completed.

For the purpose of this Clause 903, the address for service for each Party
shall be the address set forth below the place of its execution of the

& .“o,: counterpart hereof delivered to the Unit Operator. - The Unit Operator may
D\)Pls‘ change its address for service by given written notice thereof to each of the
qqu. d“‘h“ other Parties, and any other Party may change its address for service by
M W giving written notice thereof to the Unit Operator. The Unit Operator shall,
¥
Nﬁ C}gﬂ' upon request therefor, furnish any Party with the address for service of any
%other Party.
o W (ZD\N\FP*F' g
i RTICLE X
™ ARTICL _
* o WMo
— IN GENERAL
¢« wh&m " s
% Ao
T 1001. Force Majeure

Neither the Unit Operator nor any Party shall be deemed to be in default with
respect to non-performance of its obligations hereunder, other than financial,
if and so long as its non-performance is due, in whole or in part to any cause
beyond its reasonable control, but lack of funds shall not a cause beyond a
Party's reasonable control. The performance of such obligations shall begin
or be resumed within a reasonable time after such cause has been removed.
Neither this Agreement nor any Lease or any other agreement or instrument

Unit Agreement — Birdtail Bakken “C” Sand Unit
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relating to the Unitized Zone or Unitized Substances shall terminate by
reason of suspension of unit operations for the cause set forth in this clause.

1002. Taxes

Each Party shall be separately liable to the extent of its ownership for all
taxes on Unitized Substances and with respect to the production or sale of
. Unitized Substances. A Working Interest Owner may, at any time and from
: time to time, pay said taxes on behalf of its Royalty Owner and deduct the
amount of the payment from the Royalty Owner's royaity. Taxes on
production or the value thereof shall be adjusted so that they are borne as if
the basis of taxation was the allocation of Unitized Substances hereunder.

1003. Rights of Redemption

A Working Interest Owner may, at any time and from time to time, with full
rights of subrogation, redeem for its Royalty Owner any agreement for sale,
mortgage, or other lien or encumbrance of any kind or nature affecting any
interest in the Unit Area in the event of default of payment by the Royalty
Owner and may deduct the amount of any payment made hereunder from the
Royaity Owner's royality.

1004. Interpretation

The clause headings in this Agreement shall not be considered in interpreting
the text.

1005. Number and Gender

In this Agreement words importing the singular include the plural and vice
versa, words importing gender include the masculine, feminine and neuter
genders, and references to persons include individuals, corporations,
partnerships, bodies politic and other entities, all as the context may require.

1006. Time is of the Essence w— W THO ACRES_MNY As Te
in this Agreement time is of the essence. NQE “G:FlQ(AL T(P&l' AN mm "J

1 £
1007. Inuring Clause \“E. GR%:LPI;:\&T&P‘\( oF ﬂ"m‘“

This Agreement shall inure to the benefit of and be binding upon the Parties
and their respective heirs, executors, administrators, successors and assigns.

ki ComPUAME WTH  [RECSTATON

Unit Agreement — Birdtail Bakken “C” Sand Unit



-13-

1008. Governing Law
This Agreement shall be governed by and construed in accordance with the
laws of the Province of Manitoba, and each of the Parties submits to the

jurisdiction of the courts of the Province of Manitoba for the interpretation and
enforcement hereof.

ARTICLE XI

EFFECTIVE DATE

1101. Effective Date

The unitization provided for herein shall become effective at 7:00 am.,
Central Standard Time, on the first day of the first calendar month following
the date of:

o THGONE THe UMT AGERIGN b R TR ISP TRoteum, s
e-fig~af an-executed-copy of thisAgreerrent wittr the-WhmSter

1102. Notice of Effective Date

As soon as possible after the Effective Date, the Unit Operator shall notify its
Royalty Owners, except the Crown, of the Effective Date.

« Rewenre OF- famer -2

ARTICLE XII

TERM

SFFECT OF Exgcition AMD Dﬁ‘i—l\lﬂ'ﬂ

4201. Termination

This Agreement terminates ninety (90) days after all wells for the production
of Unitized Substances in the Unit Area have been abandoned or plugged,
and thereafter the Parties shall be governed by the terms and provisions of
their Leases and contracts.

1202. Salvaging Equipment upon Termination

The Royalty Owners grant to the Working Interest Owners a period of six (6)
months after termination of this Agreement in which to salvage, sell, distribute
or otherwise dispose of the personal property and facilities used in connection
with unit operations.

Unit Agreement — Birdtait Bakken “C" Sand Unit
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1203. Notice to Royalty Owners

The Working interest Owners shall give notice in accordance with their
Leases to their respective Royalty Owners of the termination of this
Agreement within thirty (30) days thereafter.

IN WITNESS WHEREOF the Parties have executed this Agreement each on the
date shown opposite its execution hereof.

WORKING INTEREST OWNER: Y oeceas. Eneecy LD,
Company /
i~ [ .
Febraagy 12 1995 “_/\/A‘v‘\ RSy IR
Date / 0

=

Mamsw—eoy\

U3ASVH 4 NOA3WYD
ROYALTY OWNER: -

(Print)

Date (Signature)

Execution Page of the
Unit Agreement — Birdtail Bakken “C” Sand Unit
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Formula:

PROPOSED TRACT PARTICIPATION

The unit working interest will be calculated by combining 50% of original
oil in place with 50% of the production from the same lands.

TRACT Factor = 50%( A )+50%( B )

A = The average production from wells in a TRACT from Aug, Sept, Oct
and Nov 98.

B = Proven, Develop Producing Criginal Qil in Place plus 50% Probable
Original Qil in Place.

Factors for A are found in Table 1, 5
Factors for B are found in Table 2, 4

TRACT FACTORS are found in Table 3




TRACT#

CALCULATION OF “A” FACTORS

LEGAL

TWP 16 R27 W1

15-18-16-27W1
16-18-16-27WH1

01-19-16-27W1
02-19-16-27W1

No Production
No Production
03-20-16-27W1
04-20-16-27W1
05-20-16-27W1

07-18-16-27W1
08-19-16-27W1

PROD. RATE
4 MOS.
M3
9.3
91.5

240.9
54.7

332.8
17.3
173.8

105.4
152.1

% PROD.
A

7.889

23.134

48.827

20.152

TABLE 1

5% OF
PROD.

3.944

11.569

24413

10.074
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Surzyshyn, Dan (EM})

From: Rick Bawol [rbawol@progressenergy.com}
Sent: 1999-May-13 3:41 PM

To: Dan Surzyshyn (E-mail}

Cc: Darla

Subject: Birdtail Tract Factors.xls

X ]

Birdtail Tract
Factors.xis

Here are the tract factor spreadsheets with the changes you requested:

They all add up to 100.0000%.

The calculation columns have been hidden. When the spreadsheets are printed
out, the oniy columns that will show are the tract numbers, tract locations

and tract participations. If you would like to see the calculations, you

just need to unhide the missing columns.

The production factors were updated by using January to April 99 production
rather than August to November 98. Not only does this make more sense than
using numbers that are at least 6 months old, but it also slightly increases

the participation of the freehold owner in Unit 2 which may help address

Dennis' prior concern.

Assuming that these changes meet your approvai, would you like us to mail
the new spreadsheets out to you or would it be faster and easier for you to
just print them out on your end?

Rick Bawol
Exploitation Manager
Progress Energy Ltd.
403-216-2510

Exg. 10



BIRDTAIL UNIT NO. 1
TRACT FACTOR DATA
EXHIBIT "A"

Tract Facter Calculation = 50% Production (Jan-Apr/99)
+ 50% OOIP (Developed Spacing Units
+ 50% OOIP 10-5-16-27 + 50% QOIP 11-4-16-27)

Production Pmductio@ Production
(Jan-Apr/98) Factor

Unit Tract  Unit Tract QOIP
Number Factor
1 5-4-16-27W1M 2987 21 .53&% 10.769% | 33083
2 12-4-16-27W1M 259 18.676% 9.338%, 23412
3 13-4-16-27TW1M 129.8 9.360% / 4.680%~ 27484
4 14-4-16-27TW1M 8.6 0.620% 0.310% v 7126
5 7-5-16-27TW1M 0 0.000% 0.000%+« 19341
6 8-5-16-27TW1M 166.2 11 .984%\/ 5.992%v 33083
7 9-5-16-27W1M 1958 14.118% 7.059%7 37663
8 10-5-16-27W1M 0 0.000% 0.000% 12724
9 15-5-16-27TW1M 82.4 5.942% 2.971%/ 20359
10 16-5-16-27TW1M 170.1 12.266% \/ 6.133% 22903
11 4-9-16-27TW1IM 76.2 5.495% \/ 2.747% 7 20359
12 11-4-16-27TW1M 0 0.000% 0.000% 1272.5
Total 1386.8 100.000%  50.000%
46089
e

Table 1

QOIP 50% OOIP  Tract Participation

Factor Factor

12.783%/ 6.391%V
9.046%y 4.523%V
10619% 5.310%
2.753%/ 1.377% /
7.473%/, 3.737%
12.783%/ 6.391%\/
14.552%\/ 7.276%\/
4.916%)/ 2.458%

7.866%/ 3.933%\/
8.849% , 4.425%\/,
7.866%</. 3.933%
0.4929%7/ 0.245% o

258810 HHEHHRE 50.000%[/

17.1608% \/
13861i%  13-Melod
9.9895%/

16868% | (%674
3.7365%
12.3836% v
14.3356%

2.4582%

£.9041%y
10.5575%V
6.6805%1/
0.2458%/

100.0000% \/



BIRDTAIL UNIT NO. 2
TRACT FACTOR DATA

EXHIBIT "A”

Tract Factor Galculation = 50% Production {(Jan-Apr/99)
+ 50% OOIP (Developed Spacing Units Only)

Unit Tract
Number

Table 1

O o~ bW

£
i
Unit Tract  Production mSP}gductionSO% Production QOIP

15-18-16-27W1M
16-18-16-27TW1M
1-19-16-2TW1M
2-19-16-27TW1M
7-19-16-27W1M
8-19-16-27W1M
3-20-16-27W1M
4-20-16-2TW1M
5-20-16-27TW1M

Tatal

(Jan-Apr/98) Factor

0 0.000%
269 2.737%
2249 22.884%
55 0.560%
78.6 7.998%
1109 11.284%
307.3 31.268%
817 8.313%
147 14.957%

982.8 100.000%

Factor

0.000%
1.369%
11.442%
0.280%
3.999%
5.642%
15.634%
4.156%
7.479%

50.000%

{m3)

20359
25448
40717
38172
42753
40717
25448
15269
33083

281966

OOIP 50% QOIP  Tract Participation

Factor Factor
7.220%
9.025%
R
HHHHHHE
FHHEEE
TR
9.025%
5.415%
FHkHHR

3.610%
4.513%
7.220%
6.769%
7.581%
7.220%
4513%
2.708%
5.8668%

#HAkHH  50.000%

3.6102% ‘/

5.8811% v~ - (196
18.6620% 1
7.0487% V|
11.5800% "
12.8623% 1) Pl3dd
20.1465%\}
6.8641%

13.3451%

100.0000%
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Manitoba %’

1395 Ellice Avenue Suite 360
Energy and Mines Petroleum e e apa

CANADA

PH: (204) 945-6577
Fax: (204) 945-0586

DATE: MA"\‘ S‘qu
TOTAL NO. OF PAGES (including this page) lS

PLEASE DELIVER THE FOLLOWING PAGES TO: Manitoba %
NAME: R‘QK BAWOL FROM: Energy and Mines 360-1385 Ellice Avenue

Petroleurn and Energy Branch Winnipeg, Manitoba
saver: [ROGRESS EaERGA
JAUG-54
FAX NO: (4‘0b lC! 1 (4‘ {204) 945-8102
Dan Surzyshyn (204) 945-0586 Fax

COMMENTS. l( M FOQWAQO( M () TH‘E Senior Petroleum Technician dsurzyshyn@em.gov.mb.ca
PACET  THAT weee Fbo 0 I | WA
CRcLsD THE CoAwtlr THAT ARR  MeceSsARy . Pleass CALL (F 400

ety WHEN Tie CoRRRCTNT HAUE BREN Daé
lﬁ%&@ﬁ(yg‘: (IQ\ULL THE PAGES Xd\b MAWC OR CoRER CLEAN" CoplET

ge 1s intended only for the use of" the” individual or 0
entity to which it is addressed, and may contain information that Fok o)

is privileged, confidential and exempt from disclosure under
applicable law. UN\\

If the reader of this message 1s not the intended recipient, or P\GREE
the employee or agent responsible for delivering the message to T
the intended recipient, you are hereby notified that any F((_ﬁ ’
dissemination, distribution or copying of this communication isg
strictly pxrohibited. If you have received this communication in ‘/7
error, please notify us immediately by telephone, and return the

original to us by postal service at the address noted above.
Thank you.

ORIGINALS WILL BE:

Mailed to you: Delivered to you: Picked up

Mailed/Delivered upon request: Remain on our file.
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ET T TX REPORT FEE
ETTTTET I TR 34 1 30

TRANSMISSION OK

TX/RX NO 0252

DEPT. ACCESS CODE 6577

CONNECTION TEL 914032162514
SUBADDRESS

CONNECTION ID PROGRESS ENERGY

ST. TIME 05/05 14:10

USAGE T 04'31

PGS. 15

RESULT OK

Manitoba <

Enargy and Mines Petroleum 1395 Eliice Avenue Suite 360
Winnipeg MB R3G 3P2
CANADA

PH: (204) 945-6577

D;&TE: MA(/“ 5 \qu Fax: (204) 945-0586

TOTAL NO. OF PAGES ({including this page) | ls
Manitoba 2]

FROM: Energy and Mines 360-1395 Ellice Avenue
Pstrclaum and Energy Branch Winnipag, Manitoba
A3G 3P2
(204) 5458102
Dan Surzyshyn (204) 945-0586 Fax

COMMENTS: ‘l M' Fo&w{)t I\JG TH& Senlor Patroleum Tachnician dsurzyshyn@em.gov.mb.ca
PACET THAT lweer Fopn 0 st [ wae -
CiRcts) THE CHAwhr THAT ARE MEce 5SARq . fLEAsE CALL (F 400

LAUE AWM QUESTIE@S WHEN Tie CoRRECTIaWT W§ BREN DonE
This mégé’agef\i% iItl‘g&iedAoGn% fgﬂhmé‘é gf& t(;‘aael&‘n%‘i‘vigml CoMEY

entity to which it is addressed, and may contain informati 'S
. e ) . ‘ on that o
igs privileged, confidential and exempt from disclosure under de\ Y
applicable law. UN\T

If the reader of this message is not the intended recipi H,RE P‘EN‘
the employee or agent responsible for delivering the mi);::;é Sz . E
the intended rgcipient, you '~ are’ hereby notified that any F((ﬁj $
dlsgemlnatlon,' distribution or copying of this communieation is |
strictly prohibited. TF w1 howve veroitrad Flad m o codme—eee=d oo . S
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PROGRESS
ENERGY

DATE: Gl 82199 d
TO: ! . %gl(\n 2 : .

L 474

DEPARTMENT:

COMPANY:

FAX NUMBER:

FROM: G

Total number of pages (Including Cover): | A S

Comments:

IF NOT RECEIVED IN GOOD ORDER, PLEASE CALL DARLA MANGEL AT 216-2510 ext. 0.

" -

Progress Energy Lid. 1110, 520 —F#th Avenue SW. Caigary, Abarta T2P 317 » Phom(403) 2162510 ¢ Fax (403) 216-2514
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UNIT AGREEMENT

BIRDTAIL UNIT NO. 1

WHEREAS the Parties own Royalty Interests and Working Interests, or either of
them, in the Unitized Substances;

AND WHEREAS the Parties desire that the Unitized Zone be developed,
produced and operated as a unit;

NOW THEREFORE in consideration of the covenants herein contained the
Parties agree as follows:

ARTICLE |

INTERPRETATION

101, Definitions

In this Agreement, including the premises and the exhibits hereto:

(a)

(b)

{c)
(d)

(e)

(f)

"Affiliate" means, with respect to any person, any other person, which is
affiliated with such person, and for the purposes hereof:

(i) two persons will be considered to be affiliated with one another if
one of them controls the other, or if both of them are controlled by
a common third person, and

(i) one person will be considered to control another person if it has
the power to direct or cause the direction of the management and
policies of the other person, whether directly or indirectly, through
one or more intermediaries or otherwise, and whether by virtue of
the ownership of shares or other equity interests, the holding of
voting rights or contractual rights, or otherwise;

"Effective Date" means the time and date referred to in clause 1301:

"Lease” means an instrument granting a Working Interest of the kind
described in paragraph 101(s)(i) in respect of any portion of the Unitized
Zone;

"Outside Substances” means any substances which were initially
obtained from any source other than the Unitized Zone, and with respect
to which there is no royalty liability outstanding;

"Party" means a person who is bound by this Agreement;

04/22/99 THU 16:03 ([TX/RX NO 6349]
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{g)

(h)

(i}

@

(k)

(1)

(m)

(n)

(o)

(o)

(q)

r)

"Petroleum Substances” means petroleum, natural gas and related
hydrocarbons (other than coal) and any other substances, whether
hydrocarbons or not, which are produced in association therewith, or any
of them;

"Royalty Interest” means:

(i) a Crown or other sovereign ownership interest, or a fee simple or
similar freehold ownership estate, in respect of Petroleum
Substances in or producible from the Unitized Formation, but does
not include a Working Interest, the interest of a purchaser of such
Petroleum Substances after production, a mortgage, charge or
other security interest, or any right of a government or
governmental agency to a payment in respect of taxes or similar
assessments;

"Royalty Owner" means a Party owning a Royalty Interest in or in respect
of Unitized Substances;

“Tract” means a parcel of land described and given a Tract number in
Exhibit “A", and shown outlined in Exhibit "B";

"Tract Participation” means the participation percentage assigned to a
Tract pursuant to Article VI:

"Unit Area” means the lands described in Exhibit "A” and shown outlined
on Exhibit "B":

"Unit Operating Agreement” means the agreement entitled "Unit
Operating Agreement — * Birdtail Unit No. 1" entered into by the Working
Interest Owners;

“Unit Operations” means any operations or activities undertaken on
behailf of the Working Interest Owners in connection with the development
ar exploitation of the Unitized Zone, the production or other handling of
Unitized Substances or the installation, operation, maintenance or
removal of equipment or facilities, insofar as such operations or activities
have been authorized or provided for under this Agreement or the Unit
Operating Agreement;

"Unit Operator” means the Working Interest Owner which is from time to
time designated as Unit Operator under the Unit Operating Agreement;

"Unit Participation" means, with respect to each Woarking Interest Owner,
the sum of all of its Tract Participation shares as set forth in Part of
Exhibit A"

"Unitized Substances" means Petroleum Substances in or obtained from
the Unitized Zone:

"Unitized Zone" means the §AHER
within the Unit Area;

@003

04/22/99 THU 16:03 [TX/RX NO 6349]
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(s) "Working Interest” means an interest in a profit a prendre or similar
interest entitling the owner thr to produce and dispose of Petroleumn

Substances from the li# . but does

it S
not include a mortgage, charge or other security interest;

(t) "Working Interest Owner" means a Party owning a Working Interest in or
iF ¢t of Unitized Substances; and m

g3 metres and i =]
A ar ated in legal subd n 9 of section 5, township
16, range 27, west of the 1 meridian, as Identified in Exhibit "C".

102. Headings

The headings of the Articles and clauses of this Agreement have been inserted
for convenience of reference only and shall not affect the construction or
interpretation hereof.

103. Number and Gender

in this Agreement words importing the singular include the piural and vice versa,
words importing gender include the masculine, feminine and neuter genders, and
references to persons include individuals, corporations, partnerships, bodies
politic and other entities, all as the context may require.

104. Time

In this Agreement all times are Central Standard Time or Daylight Saving Time,
whichever is then being used and observed in accordance with the Daylight

Saving Time Act (Manitoba).
105,  Statutory References oW ,; CAT C.(.

In this Agreement referencesito the Mines and Minerals Act and otheristatutes of
EHESIES shall be construed as references 1o the relevant statute @ amended
from time to time, and shall inc any statutory replacements of the whole or
any part thereof, and all regulations an r subordinate tegislation issued from

time to time thereunder.

ARTICLE I

EXHIBITS
201. Exhibits

The following exhibits are attached to and incorporated in this Agreement:

04722799 THU 16:03 [TX/RX NO 6349]
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202.

{a)

(b)

{c}

(d)

Correction of Exhibits

PROGRESS ENERGY

Exhibit "A", Part | of which numbers and describes each Tract and, with
respect to each Tract:

(M sets forth its Tract Participation,
(ii) sets forth the names of the owners of the Working Interests
therein, their respective percentage Working Interests therein, and
their respective shares of the Tract Participation therefor,

(iii)

sets forth the names of the owners of the Royalty Interests
therein, and

(iv)

and [ 1 of which lists all of the Working Interest Owners and sets forth
their respective Unit Participations;

identifies the Lease relating thereto, if any,

Exhibit "B", which is a plat
Tracts;

showing the Unit Area and identifying the

Exhibit "C", which is a reproduction of a portion of the log referred to in
subclause 101(u); and

Exhibit "D", which sets forth the procedure for dealing with failure to make
adequate arrangements for the disposition of Unitized Substances upon
production.

If an error of a clerical nature occurs in an exhibit, the Unit Operator shall,

forthwith upon discovering or being notified ¢
the exhibit. The provisions of this clause

of the same, effect appropriate corrections to
do not extend to any error occurring in the

course of the compilation and evaluation o

technical data for purposes of establishing

the respective Tract Participations, it being agreed that the results of such evaluation
process are conclusive and shall not be subject to chalienge or dispute.

ed in this Agreement:

riginal execution version of this Agreement
evised pursuant to the provisions of clause
ective Date;

ursuant to the provisions of this Agreement
shall be effective in its revised form as of the time specified by the

any exhibit which is corrected pursuant to clause 202 shall be effective in
its corrected form as of 08:00 on the first day of the calendar manth next
following the date on which the Unit Operator first discovers or Is notified
of the error requiring correction; provided, however, that if the Unit

203. Effective Time of Exhibits
Except as otherwise expressly provi
(a) the exhibits attached to the
shall [, unless subsegquently
503,] be effective as of the E
{b) any exhibit which is revised
provision requiring or authorizing such revision; and
(c)
4
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1004. Ng Retroactive Adjustment

Without limiting the generality of the provisions of clauses 203 and 204, no enlargement
effected pursuant to the provisions of this Article X shall at any time give rise to any
retroactive adjustment of the allocation of Unitized Substances.

1005. Title Matters

The provisions of Article IX shall apply, mutatis mutandis, with respect to any lands to be
added to the Unit Area pursuant to the provisions of this Article X, and for the purposes
thereof the term "Working Interest Owners” shall be construed as including the owners

of the Working Interests in the lands proposed to be added to the Unit Area under the
relevant enlargement proposal,

ARTICLE XI
TITLE DISPUTES
1101. Working Interest Title Disputes

If the title of a Party to a Working Interest ascribed to it in Exhibit "A" is disputed at any
time, both that Party and any other Party which is a party to such dispute shall be
obligated to provide the Unit Operator with notice of such dispute forthwith upon initiating
or being advised of the same. Upon receipt of any such notice, or upon being directed
to do so by the Working Interest Owners in the event that no such notice is given, the
Unit Operator shall, and is hereby expressly authorized to, take possession of all
Unitized Substances from time to time allocable to the owner of the disputed Working
Interest pursuant to the provisions of clauses 701 and 702, sell such Unitized
Substances on such reasonable terms as may be available to it in the circumstances,
and, after deduction of such amounts as are deductible pursuant to the provisions of
clause 1112, deposit the remaining proceeds from the sale thereof in an interest bearing
trust account until the Party whaose Working Interest title is in dispute furnishes security,
in form and substance satisfactory to the Working Interest Owners, for its obligation to
account to the rightful owner of the disputed Working Interest should the title of such
Party fail in whole or in part, whereupon the Unit Operator shall cease withholding the
affected share of Unitized Substances, and shall release any sales proceeds deposited
in trust, together with any interest accrued thereon, to such Party; or in the performance
of its obligations under this clause 1101 the Unit Operator shall endeavor where
practicable to honor existing marketing arrangements of which it is aware, and shall not
be obligated to take any steps which would adversely affect any arrangements for the
marketing of its own Petroleum Substances. In the event that the Unit Operator is
unable to reasonably effect suitable marketing arrangements for any Unitized

13

[hoose
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1913, Execution ip Counterpart

This Agreement may be executed ip a8 many Counterparts as gre necessary and g
€xecuted counterparts shall constitute one (1) Agreement,

1914, Number angd Gender

It is understood that it is not the intention of the Ovwmers to create a Partnership or

association, The duties, obligations and liabilities of Owners arc intended to be separate and not joint or

be construed to create a partnership or association or impose a partnership duty, obligation or lizbility
with respect to any one (1) or more Owners, Each Owner shal] be individually responsible only for jts

1917. Mortgages

An Owner may mortgage its interest in the Unit Facilities, Any such mortgage shall
expressly provide that the mortgagee shall hold the interest subject to all the terms and Pprovisions of this
Agreement, and shall ajso provide that upon any realization of the security the mortgagee or the
purchaser as the case may be shall be required to assume ajl future obligationg of the mortgagor under

this Agreement.

28
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UNIT AGREEMENT

BIRDTAIL UNIT NO. 2

WHEREAS the Parties own Royalty Interests and Working Interests, or either of
them, in the Unitized Substances;

AND WHEREAS the Parties desire that the Unitized Zone be developed,
produced and operated as a unit;

NOW THEREFORE in consideration of the covenants herein contained the
Parties agree as follows:

ARTICLE |
INTERPRETATION
101. Definitions
In this Agreement, including the premises and the exhibits hereto:

(2) "Affiliate" means, with respect to any person, any other person, which is
affiliated with such person, and for the purposes hereof:

(i) two persons will be considered to be affiliated with one another if
one of them controls the other, or if both of them are controlled by
a common third person, and

i) one person will be considered to control another person if it has
the power to direct or cause the direction of the management and
policies of the other person, whether directly or indirectly, through
one or more intermediaries or otherwise, and whether by virtue of
the ownership of shares or other equity interests, the holding of
voting rights or contractual rights, or otherwise;

(b) "Crown" means Her Majesty the Queen in right of the et

(c) "Effective Date" means the time and date referred to in clause 1301;

(d) “Lease” means an instrument granting a Working Interest of the kind
described in paragraph 101(s)(l) in respect of any portion of the Unitized
Zone;

(e) “Outside Substances” means any substances which were initially

obtained from any source other than the Unitized Zone, and with respect
to which there is no royalty liability outstanding;

f "Party" means a person who is bound by this Agreement;

04/22/99 THU 16:03 [TX/RX NO 6349]
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()

(h)

()

()

(k)

(1)

(m)

(n)

(0)

(p)

()

(r)

"Petroleum Substances” means petroleum, natural gas and related
hydrocarbons (other than coal) and any other substances, whether
hydrocarbons or not, which are produced in association therewith, or any
of them;

"Royalty interest™ means:

{N a Crown or other sovereign ownership interest, or a fee simple or
similar freehold ownership estate, in respect of Petroleum
Substances in or producible from the Unitized Formation, but does
not include a Working Interest, the interest of a purchaser of such
Petroleurn Substances after production, a mortgage, charge or
other security interest, or any right of a government or
governmental agency to a payment in respect of taxes or similar
assessments;

"Royalty Owner" means a Parly owning a Royalty Interest in or in respect
of Unitized Substances;

"Tract" means a parcel of land described and given a Tract number in
Exhibit "A", and shown outlined in Exhibit "B";

"Tract Participation” means the participation percentage assigned to a
Tract pursuant to Article VI;

"Unit Area” means the lands described in Exhibit "A” and shown outlined
on Exhibit "B";

"Unit Operating Agreement” means the agreement entitled "Unit
Operating Agreement — “ Birdtail Unit No. 2" entered into by the Working
Interest Owners;

"Unit Operations" means any operations or activities undertaken on
behalf of the Working Interest Owners in connection with the deveiopment
or exploitation of the Unitized Zone, the production or other handling of
Unitized Substances or the installation, operation, maintenance or
removal of equipment or facilities, insofar as such operations or activities
have been authorized or provided for under this Agreement or the Unit
Operating Agreement;

"Unit Operator” means the Working Interest Owner which is from time to
time designated as Unit Operator under the Unit Operating Agreement;

"Unit Participation” means, with respect to each Working Interest Owner,
the sum of all of its Tract Participation shares as set forth in Part of
Exhibit "A";

"Unitized Substances” means Petroleum Substances in or obtained from
the Unitized Zone;

"Unitized Zone" means the NERSIERIE]
within the Unit Area;

oo
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102, Headings
The headings of the Articles and clauses of this Agreement have S t(l’ L
for convenience of reference only and shall not affect the c U\UG H
interpretation hereof. l (0 ;L'?
e
103. Number and Gender o
é‘ T
In this Agreement words importing the singular include the plural at ~ UKT*Q\
words importing gender include the masculine, feminine and neuter \N U
references to persons include individuals, corporations, partners = _...
politic and other entities, all as the context may require.
104. Time
In this Agreement all times are Central Standard Time or Daylight Saving Time,
whichever is then being used and observed in accordance ,with the Daylight
Saving Time Act (Manitoba).
ol SON ACT
105. Statutory References /
LA
In thls Agreement references to t iner d other statutes of
FIARREE shall be construed as refe statute as amended
from tlme tfo time, and shall include any statutory replacements of the whole or
any part thereof, and all regulatlons and other subordinate legislation issued from
time to time thereunder.
ARTICLE Il
EXHIBITS
201. Exhibits
The following exhibits are attached to and incorporated in this Agreement:
3

(s) "Working Interest’ means an interest in a profit & prendre or similar
interest entitling the owner the d dispose of Petroleum

Substances from the §3 HRiiE i, but does
not include a mortgage, charge or other security Interest
(t) "Working Interest Owner" means a Party owning a Working Interest in or

in respect of Unitized Substances; and 40 L

i 5, S ‘mss metres on the Gamma
Ray Log of Jan/97 situated in legal subdiwsmn 9 io own
16, range 27, west of the 1 meridian, as identified in Exhibit "C".

04/22/99 THU 16:03 [TX/RX NO 6349]
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(a)

(b)

{c)

(d)

Exhibit "A", Part | of which numbers and describes each Tract and, with
respect to each Tract:

(i) sets forth its Tract Participation,

(ii) sets forth the names of the owners of the Working Interests
therein, their respective percentage Working Interests therein, and
their respective shares of the Tract Participation therefor,

(iii} sets forth the names of the owners of the Royalty Interests
therein, and

{iv) identifies the Lease relating thereto, if any,

and [#iff |1 of which lists all of the Working Interest Owners and sets forth
their respective Unit Participations;

Exhibit "B", which is a plat showing the Unit Area and identifying the
Tracts;

Exhibit "C", which is a reproduction of a portion of the log referred to in
subclause 101(u); and

Exhibit "D", which sets forth the procedure for dealing with failure to make
adequate arrangements for the disposition of Unitized Substances upon
production.

202. Correction of Exhibits

If an error of a clerical nature occurs in an exhibit, the Unit Operator shall,
forthwith upon discovering or being notified of the same, effect appropriate corrections to
the exhibit. The provisions of this clause do not extend to any error occurring in the
course of the compilation and evaluation of technical data for purposes of establishing
the respective Tract Participations, it being agreed that the results of such evaluation
process are conclusive and shall not be subject to challenge or dispute.

203. Effective Time of Exhibits

Except as otherwise expressly provided in this Agreement:

(a)

(b)

(c)

the exhibits attached to the original execution version of this Agreement
shall [, unless subsequently revised pursuant to the provisions of clause
503,] be effective as of the Effective Date;

any exhibit which is revised pursuant to the provisions of this Agreement
shall be effective in its revised form as of the time specified by the
provision requiring or authorizing such revision; and

any exhibit which is corrected pursuant to clause 202 shail be effective in
its corrected form as of 08:00 on the first day of the calendar month next
following the date on which the Unit Operator first discovers or is notified
of the error requiring correction; provided, however, that if the Unit

do12
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1004. No Retroactive Adjustment

Without limiting the generality of the provisions of clauses 203 and 204, no eniargement
effected pursuant to the provisions of this Article X shall at any time give rise to any
retroactive adjustment of the allocation of Unitized Substances.

1005. Title Matters

The provisions of Article IX shall apply, mutatis mutandis, with respect to any lands to be
added to the Unit Area pursuant to the provisions of this Article X, and for the purposes
thereof the term "Working Interest Owners” shall be construed as inciuding the owners

of the Working Interests in the lands proposed to be added to the Unit Area under the
relevant enlargement proposal.

ARTICLE XI
TITLE DISPUTES

1101. Working Interest Titie Disputes

If the title of a Party to a Working Interest ascribed to it in Exhibit "A" is disputed at any
time, both that Party and any other Party which is a party to such dispute shall be
obligated to provide the Unit Operator with notice of such dispute forthwith upen initiating
or being advised of the same. Upon receipt of any such notice, or upon being directed
to do so by the Working Interest Owners in the event that no such notice is given, the
Unit Operator shall, and is hereby expressly authorized to, take possession of all
Unitized Substances from time to time allocable to the owner of the disputed Working
Interest pursuant to the provisions of clauses 701 and 702, sell such Unitized
Substances on such reasonable terms as may be available to it in the circumstances,
and, after deduction of such amounts as are deductible pursuant to the provisions of
clause 1112, depasit the remaining proceeds from the sale thereof in an interest bearing
trust account until the Party whose Working Interest title is in dispute furnishes security,
in form and substance satisfactory to the Working Interest Owners, for its obligation to
account to the rightful owner of the disputed Working Interest should the title of such
Party fail in whole or in part, whereupon the Unit Operator shail cease withholding the
affected share of Unitized Substances, and shall release any sales proceeds deposited
in trust, together with any interest accrued thereon, to such Party; or in the performance
of its obligations under this clause 1101 the Unit Operator shall endeavor where
practicable to honor existing marketing arrangements of which it is aware, and shall not
be obligated to take any steps which would adversely affect any arangements for the
marketing of its own Petroleumn Substances. In the event that the Unit Operator is
unable to reasonably effect suitable marketing arrangements for any Unitized

13

@013

04/22/89 THU 16:03 ([TX/RX NO 6349]



ido14

PROGRESS ENERGY

16:29 FAX 403 216 2514

04,22/99

) 99000 )
" WndI
1w

bbb

%000°001 \goco.om

f RLILTL %99 m
mwﬂ. %EZ6T L %B0L°2
Y%0ZS 2L %ELG ¥

%Gal el %0ZZ L

AR %»10LLL %8G

%1068 %69.°9

G%D " %960'91 %022 L

%680'8 %ELS'Y

%ELE'E %0L9'E

{40384 dIDO §'0 + io0e4 UOINpaId § iojoe4
uonedpnied joel) di00 %05

%000°001

%EELLL
%SLY'G
%5206

%0yl

%29l gl

Y%BEGEL

%O i
%5206
%02C'L

J0]19B+
dio0

896182

EBOEE
69e51
evyse
FAYIN
£G420
[743:1%
FAWIH 4
144 T4
65E02

{ew)
dioo

oS

e

%000°05

%158'9
%585
%L00E}
%SY6'S
%6y
%BEL2
%5176
%9L5°E
%EYED

Joye
uoronpald %05

{A o silun Buneds pedoieaeq) JIOO %06 + {B6/A0N-ENy) UORONPOIY %06 - UORBINDIRY JOJIE S JoRu]

%000°00L

%hEe0LEL
%B91'6
%¥1092
%686°LL
%6ee'8
%8P
%LEg' 8L
%eshL
%I2L0

Joyoey

UoNaINPOI4  EW UCRoNPOld

g6lcl

€641
£LLL
8'ZEe
L'est
'S0l
L'PS
60v2
§5'l6
€6

(86/00N-Bny)

|II.|||.I.|.‘I\

oV LIGIHX3
1 L8Vd SNOILVINDTVI ANV V1VQa 30.10V4d 13Vl
¢ "ON LlINN Tiviayig

[E1cL

WIMLZ-9L-02-5
WIMZ22Z-91-02-F
WIMLZ-9L-0¢-€
WIMLCOL-6L-B
WiMmie-9L-61-1
WIMLZ-91-61-¢
WIMLZ-9L-6L-1
WIMLE-91-81-91
WIMLZ-9L-81-GL

e un

£a|gel

N m < we ~oDoMm

1RqUINN
el Hun

[TX/RX NO 6349]

04/22/99 THU 16:03



04/22/99 16:30 FAX 403 216 2514 PROGRESS ENERGY ho1s

1913. Execution in Counterpart
This Agreement may be executed in as many counterparts as are necessary and all

executed counterparts shall constitute one (1) Agreement.

1914. Number and Gender
In this Agreement words importing the singular include the plural and vice versa; words
importing the masculine gender include the feminine and vice versa: and words importing persons

include firms or corporations and vice versa all as the context requires.

1915. Applicabie Law
This Agreement shall be governed by and construed and the relations between the parties
determined m accordance with the law of the Province of Mamtoba The courts of the Eggmqg gf

Mlm“'ba shall have exclusive jurisdiction with respect to all matters relating to or arising out of this

Agreement.

1916. Relationship of Owners

It is undcrstood that it is not the intention of the QOwners to create a pa;tnei'ship or
association. The duties, obligations and liabilities of Owners are intended to be separate and not joint or
collective; and nothing contained in this Agreement or in any agreement made pursuant thereto shall ever
be construed to create a partnership or association or impose a partnership duty, obligation or liability
with respect to any one (1) or more Owners. Each Owner shall be individually responsible only for its

obligations as set out in this Agreement.

1917. | Mortgages
| . An Owner may mortgage its interest in the Unit Facili‘tics. Any such méﬂgagc shall .
expressly provide that the mortgagee shall hold the interest subject to all the terms and provisions of this
Agreement, and shall also provide that upon any realization of the security the mortgagee or the
purchaser as the case may be shall be required to assume all future obligations of the mortgagor under

this Agreement.
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2]

Energy and Mines Petroleum and Energy Branch 1395 Ellice Avenue Suite 360

Winnipeg MB R3G 3P2
CANADA

PH: (204) 945-6577
PH: (204) 945-3760
FAX: (204) 945-0586

April 7, 1999

Mr. Dennis Stringer
Engineering Consultant
Progress Energy Ltd.
520, 520-5th Avenue SW
Calgary AB T2P 3R7

Dear Mr. Stringer:

Re: Birdtail Unit Agreements

The Branch has reviewed the revised unit agreements for Birdtail Unit No.’s 1 and 2 and
proposes the following minor changes/corrections.

1)

101. Definitions - The following changes to the definitions are suggested:

(a) “Crown” - Change “Province of Alberta” to “Province of Manitoba™;

(b) “Unitized Zone” & “Bakken “A” Formation”- In accordance with the Branch’s geological

2)

3

4)

5)

nomenclature the unitized zone is referred to as the Middle Member of the Bakken
Formation, not the Bakken “A” Formation. It is recommended that the Branch’s geological
nomenclature be used. The term “Bakken “A” Formation also appeats in the definition of
“Working Interest”.

The interval included in the definition of Unitized Zone in Unit No. 1 is incorrectly listed as
“_35.3 mss metres and —37.8 mss metres”. It should read “—37.8 mss metres and -41.3 mss
metres”. For your reference the Branch picks for the top of the Devonian/Torquay are; 9-5-
16-27 well — 43.3 metres subsea and 5-20-16-27 well — 43.8 metres subsea.

105. Statutory References - The reference to the Mines and Minerals Act should be changed
to “In this Agreement reference to The Oil and Gas Act and other statutes of Manitoba .....".

201. Exhibits — Minor correction, change “Party 11" to “Part IT".

1006. Non-Application of Enlargement Provisions — This clause does not apply in Manitoba
and should be deleted. Due to the number of different royalty owners typically involved in a
unit in Manitoba, when a unit is enlarged the provisions of clauses 1001 to 1005 must always

apply.

1401. Termination — The Branch does not support the Working Interest Owners right to
terminate the unitization as provided for in clause 1401 (a). The Branch believes a unit




Manitoba %’
Message
To J/U oA /::

Person calling BEAIN S \S’)/”;f/,.vzs-c:-,g_ ‘
o SGRESS Lpige o

[ retepnoned [J  wincan again [ catied to see you
[d riease can (O rewneayourcan ] win rorurn

Telephone No. Time

[Go3 ) old/é LS70

Message /(‘L ) /3//{';@ /‘“/.7 e

P KK E A5 Faois
s

/s

Date }l/%/‘% 4 Message faken by { /&-

PS-1-36 8940100379




should only terminate when all the wells are abandoned, especially in the case of a
waterflood where some producing wells have been converted to injection. However, in
recognition that there maybe some circumstances in which it is beneficial to all parties,
royalty and working interest owners, to terminate a unit, the Branch does not require the
deletion of clause 1401 (a).

6) Exhibits A - Some columns in the tables showing the tract factor data and calculations do
not total exactly 50% or 100%. The Branch understands the difficulty in getting the columns
to round to 50% or 100%. All that is required for Exhibit “A” is the tract participation table.
It is suggested that if the tract factor data and calculations are included in the unit agreement
that the numbers be rounded so the columns total exactly 50% or 100%, as the case may be.

7) Additional Comments

It should be noted that with the changes made by Progress to clause 502, as suggested by the
Branch in our previous correspondence, clauses 503 and 1504 are no longer applicable. The
clauses need not be deleted from the unit agreements, as they have no effect.

The Branch is not party, to and has no concerns with, the unit operating agreement. Clause
1915 of the unit operating agreement should be changed to read “Province of Manitoba”.

Progress cxpressed concerns that the freehold owner in the SW/4 of Section 20-16-27 may not
sign the unit agreement for Birdtail Unit No. 2 because of a 23% reduction in royalties, The
Branch notes that the current tract factors for LSD’s 3, 4 & 5 of Section 20 total 37.529%,
slightly higher than Progress’s original unit proposal of 36.767%, which also included the
undeveloped 6-20 tract. Progress may wish to point out, during unit discussions with the freehold
owner, that production from the wells on Section 20 declined 29% between March and December
1998 and will continue to decline if a waterflood is not implemented. Progress should also
review recent production from all the wells in the proposed Birdtail Unit No. 2 to determine if
using a more recent production period to determine the tract factors (N ovember/98 to
February/99), would be beneficial to the freehold owner. The Branch is not opposed to changing
the production period for determination of the tract factors.

Please incorporate the changes to the unit agreements and forward two copies of each agreement
to the Branch, for execution by the Minister on behalf of the Crown. It is anticipated the
execution by the Minister will take two weeks. If you have any questions please contact the
undersigned at (204) 945-6574.

Yours truly,

NS

John N. Fox, P.Eng.
Chief Petroleum Engineer

cc: Administration
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REMARKS: [ ] Urgent [] Foryourreview [] Reply ASAP [ ] Please Comment

ConneNTSs ow) >Qo>o>\-_b UMIT  AqReeneNTS,
. * N I
LRSI TR LT e B O T SRR T 4
\

e
v e At - T

I |
RO R




FAX

Date 18-Mar-99

Number of pages including cover sheet 2

TO: Dennis Stringer FROM: John Fox, P.Eng.

Progress Energy Manitoba Energy & Mines
Petroleum & Energy Branch
360, 1395 Ellice Avenue
Winnipeg MB R3G 2P3

Phone
Fax Phone (403) 216-2514
Phone 945-6574
CC: Fax Phone 945-0586
e-mail jfox@em.gov.mb.ca

REMARKS: [ Urgent [ For your review Reply ASAP  [] Please Comment

As per our discussion this moming, the Crown lease covering the S/2 of Section 4-16-27 is in its
1% term. When the lease expires, August 21, 2001, the productive quarter sections are
renewed. The producing well at 5-4-16-27 will hold the SW/4 of Section 4-16-27 until August
2006.

The Branch has reviewed your request to include the undeveloped spacing unit at 11-4-16-27 in
the A Pool Unit. Based on Progress’s mapping the 11-4 location has the lowest OOIP, 2545
m’, of any LSD undeveloped spacing unit within the phi-h iimits of the pool. The Branch is
prepared to aliow the 11-4 spacing unit to be included in the unit but questions whether much
oil will be swept from this spacing unit. Attached is the Branch'’s revised tract factor
calculations.
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Phane
Fax Phone (403) 216-2514
Phone 945-6574
CC: Fax Phone 945-0586
e-mail jfox@em.gov.mb.ca

REMARKS: [ Urgent [ For your review Reply ASAP  [[] Please Comment

As per our discussion this moming, the Crown lease covering the S/2 of Section 4-16-27 is in its
1= tarm. When the lease expires, August 21, 2001, the productive quarter sections are
renewed. The producing well at 5-4-16-27 will hold the SW/4 of Section 4-1 6-27 until August
2006.

The Branch has reviewed your request to include the undeveloped spacing unit at 11-4-16-27 in
the A Pool Unit. Based on Progress’s mapping the 11-4 location has the lowest QOIP, 2545
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Energy and Mines Petroleum 1395 Ellice Avenue Suite 360
Winnipeg MB R3G 3P2
CANADA

PH: (204) 945-6577
Fax: (204) 945-0586

February 26, 1999

Mr. Kenneth J. Bowie
Progress Energy Ltd.
520, 520-5th Avenue SW
Calgary AB T2P 3R7

Dear Mr. Bowie:
Re: Proposed Birdtail Unit Agreements

The Branch has reviewed the proposed unit agreements for the Birdtail Bakken A & C
Pool Sand Units. The Branch proposes a number of changes to the unit agreements to
conform to the provisions of The Oil and Gas and to address deficiencies in the
agreements. The Branch has also reviewed the proposed unit tracts and tract participation
and has a number of concerns.

Comments on the Unit Agreements

The Branch would prefer to see the Petroleum Joint Venture Association (PJVA) model
unit agreement followed as closely as possible. Attached for your reference is a copy of
the PJV A model agreement dated June 1, 1992 which is referred to in this letter The
proposed unit agreements are missing a number of Articles including Inclusion and
Qualification of Tracts, Title Disputes and Approval of Titles. These Articles should be
included in the unit agreements even though Progress currently has 100% of the working
interest ownership.

The Branch proposes the following changes and corrections to the unit agreements.
1) Unit Names - The Branch proposes the unit names be changed from Birdtail Bakken
A Sand Unit to Birdtail Unit No. 1 and from Birdtail Bakken C Sand Unit to Birdtail /

Unit No. 2, in accordance with the custom for naming units in Manitoba.

2) 101. Definitions - The following changes to the definitions and additional definitions
are suggested:



(2) “Drainage Unit” - change “Drainage Unit” to “Spacing Unit” means the area
allocated to a well under The Oil and Gas Act of Manitoba with respect to the
Unitized Zone for the purpose of producing Petroleum Substances:

(b) “Effective Date” - means the time and date referred to in Article XIV; v/

(c) “Minister” means the member of the executive Council charged by the Lieutenant o
Governor in Council with the administration of The Oil and Gas Act of Manitoba;

(d) “Petroleum Substances” means petroleum, natural gas and ............ ; s

(e) “Petroleum and Energy Branch” means the Department of Energy and Mines,
Petroleum and Energy Branch established under The Oil and Gas Act of Manitoba;

o

(f) “Crown” means Her Majesty the Queen in the right of the Province of Manitoba; /

(g) In addition definitions for Unit Operations, Unit Operating Agreement and Unit
Operator from the PJVA model should be added because if the working interest
ownership in the unit changes in the future, as a result of a unit enlargement or
disposition of a working interest, there are no provisions for a Unit Operating
Agreement.

3) 210. Exhibits

(a) In the C Pool unit agreement subclause (a) should read Exhibit “A”, not Exhibit ~
“C”, this error is carried forward through the entire agreement.

(b) There is no Part 2 shown in Exhibit “A. ¥
(c) Exhibit “B” should be more formal with the unit area outlined by a bold line and

the exhibit labelled “Exhibit “B” - Attached to and made part of an Agreement
Entitled Unit Agreement - »

]

(d) Exhibit “C” should also be labelled “Exhibit “C” - Attached to and made part of o
an Agreement Entitled Unit Agreement - . The type log for the
C Pool unit should be from a well within the unit.

4) 204. Effective Time - change the reference from “Minister” to “Petroleum and
Energy Branch”

5) 205. Supplying of Exhibits - change the reference from “shall supply the Minister” to
“shall supply the Petroleum and Energy Branch” and the reference “excepting the v

Minister” to “excepting the Crown”.

6) 303. Continuation of Leases - change “Drainage Unit” to “Spacing Unit”. MIA



7) 401. Operations - change “Drainage Unit” to “Spacing Unit”.

8) Inclusion and Qualification of Tracts - Article V from the PTVA model is not
included in the proposed unit agreements. Progress also states that the freehold
mineral owners have approved unitization, as set out in Clause 9 of their petroleum
and natural gas leases, by signing the lease. However, the Branch can only register a
unit agreement that has been executed by all royalty and working interest owners in
the unit area. The PJVA model, as modified below for use in Manitoba, provides for
the execution of the unit agreement by 100% of the royalty and working interest
owners in each tract as follows:

Article V
Inclusion and Qualification of Tracts
301. Tracts Included as of Eﬁecifve Date

The Tracts to be included in the Unit area as of the Effective Date are those
Tracts which qualify for such inclusion under clause 502 before the Effective
Date.

502. Qualification of Tracts

A Tract qualifies for inclusion in the Unit area when (its title has been approved
by the Working Interest Owners pursuant to clause 902 and) the owners of one
hundred (100%) percent of the Working Interests therein have become Parties

and parties to the Unit Operating Agreement and the owners of one hundred /'
(100%) percent of the Royalty Interests therein have become Parties.

9) 601. Allocation to Tracts - refers to clauses “707, 801 and 802" which should be /
changed to “606, 701 and 702",

10) Article VIII - Enlargement of Unit Area - The Branch would like to see this Article
changed as follows:

801. Enlargement

If at any time following the Effective Date, the Working Interest Owners
wish to enlarge the Unit Area to include any lands in the vicinity of the Unit Area
appearing to be potentially productive of Petroleum Substances from the Unitized
Zone, the Working Interest Owners may approve the enlargement of the Unit Area /
to include such lands on such terms and conditions as the Working Interest
Owners may consider appropriate, and, if such lands qualify for inclusion in the
Unit Area pursuant to clause 502, the Unit Area shall be enlarged to include such



lands. Notwithstanding that any owner of a Working Interest or a Royalty
Interest in such lands is already a Party, such owner shall not, for the purposes of
the qualification of such lands pursuant to clause 502, be considered to have
executed and delivered this Agreement until it executes and delivers to the Unit
Operator an additional counterpart of this Agreement incorporating exhibits
which reflect the proposed enlargement and which are stated to be effective as of
the effective date of such enlargement.

802. Adjustment of Tract Participation

The Tract Participation to be assigned to each Tract added to the Unit
Area in accordance with the provisions of this Article VIII shall be determined by
the Working Interest Owners in conjunction with their approval of the
enlargement giving rise to such addition, and upon such enlargement becoming
effective the Tract Participation shall be adjusted such that:

(a) the total of all Tract Participation remains one hundred percent (100%); and
(b) the Tract Participation of all Tracts other than those being added remain
proportionately the same, relative to one another, as they were immediately prior

to the enlargement.

803. Effective Time of Enlargement

Each time that an enlargement is effected pursuant to the provisions of this
Article VIII, the Unit Operator shall revise Exhibits “A" and “B” to reflect such
enlargement, and the enlargement and the revised versions of such Exhibits shall
become effective as of 7:00 a.m. on the first day of the first calendar month
following the date on which the lands to be included in the enlargement have
qualified for inclusion pursuant to clause 502.

804. No Retroactive Adjustment

Without limiting the generality of the provisions of clauses 203 and 204,
no enlargement effected pursuant to the provisions of this article VIII shall at any
time give rise to any retroactive adjustment of the allocation of Unitized
Substance.

11) 903 Notices - Should make reference to delivery in Manitoba.
12) 1101. Effective Date - In order to conform to the provisions of the proposed Article -

Inclusion and Qualification of Tracts and the requirements of The O1l and Gas Act
this clause should read:




The unitization provided for herein shall become effective on 7:00 a.m. Central
Standard Time, on the first day of the calendar month following:

(a) the date of the qualification under clause 502 of Tracts having a combined
Tract Participation of one hundred percent (100%) as set out in Exhibit “A";

and
/

(b) the date the Unit Agreement is registered by the Petroleum and Energy
Branch.

Note: The Branch will register the unit agreement when it is in receipt of copies of
the execution page of the unit agreement signed by 100% of the royalty and
working interest owners.

Comments on the Unit Tracts and Tract Participation

The Branch does not agree with the proposed unit tracts and tract participation. The unit
tracts should be the same size as the spacing units, one legal subdivision. Progress has
proposed unit tracts that range in size from one legal subdivision to a quarter-section.
Under unitization each tract pays Crown royalty and freehold production tax on
production allocated to the tract. For example in November 1998, the three wells in
proposed Tract 4 in the A Pool unit, 9-5, 15-5 & 16-5, would have paid a combined
production tax of 3 % or 3.8 m’, if the wells were not producing holiday oil. Under
unitization using November’s production, Tract 4 with a tract participation of 32.789%
would pay a production tax rate of 12.9 % or 15.9 m*. As you can see there are
significant royalty/tax savings associated with limiting the unit tract size to one spacing
unit.

The Branch also feels that only under exceptional circumstances should undeveloped
spacing units be included in a unit. The Branch believes that undeveloped spacing units
along the edge of a pool, where there is limited well control, cannot be equitably included
in a unit. The Branch prefers to see a unit enlarged to include additional lands when
those lands are developed. Another option, if Progress plans to do additional drilling
after break-up, would be to establish interim and final tract factors. Final tract factors for
the undeveloped spacing units would be determined, at a future date after a well is drilled;
using actual porosity and net pay values and well production.

Progress has included 8 undeveloped spacing units in the A Pool unit and 5 undeveloped
spacing units in the C Pool unit. The Branch proposes revising the unit areas and unit
tracts as shown on Figures 1 & 2. The revised unit areas contain only developed spacing
units and each spacing unit is a unit tract. The Branch would consider including the 10-5-
16-27 tract in the A Pool Unit as reserves from this tract are likely to be swept by the
waterflood to producers at 9-10 and 15-10.



Tables 1, 1a and 2 show revised tract participation for the units using the tracts proposed
by the Branch. Tract factors for the A Pool Unit have been calculated with and without
the 10-5-16-27 tract. Tract participation has been determined using Progress’s tract
participation formula, well production for August - November 1998 and Progress’s QOIP
estimates. The Branch’s records shown a discrepancy in production for the following
wells; 15-5-16-27, Progress - 110.7 m’, Branch - 110.9 m* and 5-20-16-27, Progress -
173.8 m’, Branch - 175.3 m®.

The Branch requests Progress review the royalty owners listed on Exhibit “A” for both
units. The Crown does not own the NE/4 of Section 5 in the A Pool Unit and the Crown
15 the owner of Lsd’s 3 & 6 of Section 19 in the C Pool Unit.

Please provide your comments on the changes proposed by the Branch. When the unit
agreements have been modified to the satisfaction of the Branch, they will be forwarded
to the Minister for execution on behalf of the Crown. Progress is also reminded that, if
the waterflood is implemented after April 1, 1999, incremental reserves associated with
the waterflood will qualify for reduced third tier royalty and tax. If you have any
questions please contact the undersigned at (204) 945-6574,

Yours truly,

.\‘

A

John N. Fox, P.Eng.
Chief Petroleum Engineer

cc: Administration
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PETROLEUM JOINT VENTURE ASSOCIATION

UNIT AGREEMENT
[NAME OF UNIT]

WHEREAS the Partiss own Royalty Imterests and Working Interests, or either of them, in the Unitized

Substances;

AND WHEREAS the Parties desire that the Unitized Zone be developed, produced and operated ae a unit;

NOW THEREFORE in consideration of the covenants herein contained the Parties agree as follows:

ARTICLE |

INTERPRETATION

101. Dafinttions
In this Agreemen, including the premises and the exhibs hereto:

(a)

(%
(e)
(@)

(®)

U
(@

“Affilinie” means, with respect 10 any person, any other person which is affiliated with such person,
and for the purposes hereot:

0] two persoris wil be considered to be affiiated with one ancther if one of them conirols
the other, or if both of them are controlled by a common third person, and

(i) one person will be considersd to control another person if it has the power ta direct or
cause the direction of the management and policies of the other person, whether
directly or indirectly, through one or more intermediarias or otharwise, and whether by
virtue of the ownership of sharss or other squity interasts, the holding of voting rights or
contractual rights, or otherwise;

“Crown" means Her Majosty the Quesn in right of the Province of Alberts;
“Effectiva Datg” means the time and date referrad to in clause 1301;

‘Lasas” means an instrument granting a Working interest of the kind described in paragraph
101(s)(i) in respect of any portion of the Unitized Zone; ,

“Qulaices Subsmances”™ means:

()] any substances which were initially cbtained from any source other than the Unitized
Zone, or

(ii) any Unitized Substances which have been produced,

and with respect to which there is no royalty Sability outstanding:;
“Party” means & person who is bound by this Agreemant;
“Patroleum Subsiances™ means petroleumn, natural gas and related hydrocarbons (other than coal)

and any other substances, whether hydrocarbons or not, which are produced in associstion there-
with, or ary of them;

-1 :
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(h)

0]
)

)]
{m)

{n)

(e)

®

Q@
@
(s)

\

15:34 P.2@7-823
“Boyvalty interast” means: |
) a Crown or other sovereign ownership intarest, or a fee simple or similar freehold own-
ership estate, in respect of Petroleum Substances in or producible from the
Formation, or
@ a right o a share of Petroleum Substances produced from the

Formation, to a share of the praceeds from the sale of such Psetroleumn Substances, or
to a payment based on the quantity or value of such Petroleum Substances,

but does not include a Working irterest, the imerest of a purchaser of such Petroleum Substances
after production, 3 mortgage, charge or other security interest, or any right of a govemment or gov-
smmental agency 1o a payrent in respect of taxes or similar assessmaents;

“Bovally Owner” maans a Party owning a Royalty Interest in or in respect of Unitized Substances;

“Toagt’ mntapu:oloflanddawnbedandgwmaﬁ:dnunb«in&m‘r and shown out-
linad in Exhibit ‘B";

“Imct Participation™ means the participation perceniage assigned to a Tract pursuant to Article Vi;
“Unit Area” means the lands described in Exhibil “A™ and shown outlined on Exhibit ‘8"

"Unit Opaerating Aareament” means the agresment entitled “Unit Operating Agreement -
" entered into by the Working Interest Owners;

“Unit. Oparxtions™ rmeans any opsrations or activities undertaien on behalf of the Working Interest
Owners in connection with the development or exploitation of the Unitizad Zone, the production or
other handling of Unitized Substances or the installstion, operation, mainisnance or removal of
squipment or {acilities, inscfar as such operations or activities have been suthorized or provided for
undet this Agreement or the Unit Operating Agresment;

“Unit Qosmior” means the Working nterest Owner which is from time to time designated as Unit
Operator under the Unit Opersting Agreement;

“Jnit Paicication” mesns, with respect 1o sach Working Interast Owner, the sum of ali of its Tract
Panicipation shares as set forth in Pant | of Exhibit "A™;

“Unitized Substances™ means Petroleum Substances in or obtained from the Unitized Zone,
“Unitized Zone” means the Formation within the Unit Ares;
“Working irterasl” means an interest in:

()] apmﬂipluﬂmordnihriﬁanﬂuﬂhgmnmhmofbm-nddw
of Petroleum Substances from the Formation, or

(i) the production and disposition rights associated with a Crown or'other sovereign own-
ership interest, or a fee simple or similar freshold cwnership sstate, in respect of
Petroleum Substances in or producible from the Formation, i such
rights are nhot subject 10 an interest of the kind describad in paragraph () of this sub-
clause,

but does not inciude a morigage, charge or other security interest;

i means a Party owning a Working interest in or In respect ¢f Unitized
Substances; and

-2- . :
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(u) e Formation” meansthe _____  occurring between the depths of metes
and maetres on the Log of . situated in legal subdivision of
section _________ township , range ,westofthe ____ meridian, as

identified in Exhibit “C".

102. Haadings

The headings of the Articles and clauses of this Agreement have béen inulnod for convenience of reference
only and shall not affect the construction or interpretation hereof.

103, Number and Gender
In this Agreement words importing the singular include the plural and vice versa, words importing gender

inciude the masculine, feminine and neuter genders, and references io persons include individuals, corporations,
partnerships, bodies politic and cther entities, ail as the context may raquire.

104. Time

In this Agreement all timas sre Mountain Standard Time or Daylight Saving Time, whichever is then being
usad and observed in accordance with the Daylight Saving Time Act (Alberts).

105. Statutory Asiacances

In this Agreement references to the Mines and Minerals Act and other statutes of Alberta shall be construed .
as references to the rolevant sistute as amended from time to time, and shall inchude any statutory repiacements of
the whole or any part thereof, and all regulations and other subordinate legislation issued from time to time thereun-
der.

ARTICLE Il
EXHIBITS
201. Exhibiss
The following axhibits are aftached to and incorporuted in this Agresment:
(a) Exhibit "A”, Part | of which numbers and deacribes each Tract and, with respect {0 each Tract:

(i) sets forth its Tract Participation,

() sets forth the namas of the owners of the Working interests therein, their respective
percemage Working Interests therein, and their respective shares of the Tract
Participstion therefor,.

(is) sats forth the names of the owners of the Royally Imerests therein, and

(v} identifies the Lease relating thereto, if any,

and Pan [l of which lists all of the Working Interest Owners and sets forth their respective Unit

Participations;

{b) Exhibit “B", whieh is a piat showing the Unit Area and identifying the Tracts;

{c) Exhibit “C", which is a reproduction of a portion of the log referred to in subclause 101( ); and

(d) Exhibit “D", which sets forth the procedure fof dealing with failure to make adequate armangements
for the disposition of Unitized Substances upon production.

-3 -
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202. Correction of Exhibits

It an etror of a clerical nature accurs in an exhibi, the UﬁtOpamrst-ll.bnhwin:mondianoveﬂngorbeing
notified of the same, eifect appropriate cormections to the exhibit, The provisiona of this clause do not extend o any
mmﬁmhhmdhmmmwﬂmmdmfuwmdwwwm
mePm,imwmmemmdmhmhﬁmmmwmumwm
not be subject to chalienge or dispute. _

203. Effective Time of Exhibits
Except as otherwise sxpressly provided in this Agreemem:

(a) the exhibits attached to the original exscution version of this Agreement shali [, uniess subsaquently
revised pursuant to the provisions of clause 503,] be effective as of the Efective Date:

(b) any exhibit which is revised pursuant 1o the provisions of this Agreemant shall be effective in is
revisad form as of the time specified by the provision requiring or authorizing such revision: and

{e) ammwhhhimmdpmmtoﬂuumwlhMo‘inlbmmnnuof

W:Mmhﬁldnyﬁmmmnmbmuﬂnm-mwhhhhqu:oubrﬁm
discovers or is notified of the efror requiring correction; provided, howevar, that if the Unit Operator
m«uma.mmhmuhumm(ao)mmheuodme
by the Unkt Operator of the varsion of the exhibit containing the e:mor. the corrected version of the
exhibit shall be effective as of the date on which the version of the axhibit containing the amor would
otherwiss have bisen effective, and the version of the exhibl containing the error shall be desmed
corciusively never 1o have boen sffective.

204. Exhibits Doemed Conact
Subject to the proviso set forth in subclsuse 203(c), sach exhibit, and sach revised or corected version there-

of, shall for purposes of this Agresment be desmed conclusively 1o be correct and hinding on the Parties from the
time at which it becomaes effactive until the time at which a revised or comected version thereof becomas sffective.

205. |dentification of Exhibits

Revised and corracted versions of axhibits shall be numbersd consacutively, shall indicate the date on which
thoybaeomcﬂadlvo.andshnlWomﬂwmwﬁwmmumw,wm.

Each time that an exhibit is to be revised or comected pursuant to this Agresment the Unit Operator shall
effect the required revisions or corrections in a timely and diligent manner and shall forthwith:

(a) mhmmmmdmmummmmm.w
® provide sach of the Working Intsrast Owners with one copy of the revisad or comrected version of the
exhibi.

The Working interest Owners shall provide their Royalty Owners, other than the Crown, with a copy of the
revised or corrected version of the exhibit forthwith upon receipt of the same from the Unit Operator.

207, Conficts

In the event of any conflict between the provisions of the principal text of thia Agreement and the provisions of
Exhibit 'D” hereto, the provisions of the principal text hereof shall take precedence.
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ARTICLE Il
UNITIZATION AND EFFECT

301. Unitization

The interests of each Royalty Owner and esch Working Interest Owner in and in respect of the Unitized
Substances and the Unitized Zone are hereby unitized in accordance with the provisions of this Agreement.

Until such time as the unitization provided for herein terminates pursuant to the provisions of clause 1401,
such unitization shall continue in force and effect aach Lease and other agreement or instrument reiating to the
Unitzed Zone or Unitized Subsstances to the same extent as if a well had been drilled to, and was throughout the
term of such unitization producing Pstroleum Substances from, all of the Unitized Zone in sach Tract and each spac-
ing unit or other parcel forming part thereof, provided, howsver, that if under the terms of any Lease or other agree-
ment or instrument relating to the Unitized Zone or Unitized Substances sny Party woukd at any time be required to
make any shut-in royalty or similar payment in the absence of actual production of Unitized Substances from the Unit
Arss, whether as an uncondilional obfigation or as a condition to continuing such Lease or other agresment or
instrument in effect, such payment requirement shall continus to apply notwithetanding the deemed production provi-
sions of this clause 302,

303. Rxraneous Defaults

* If any Lease should at any time during the term of the unkization provided for herein become terminable in
whole or in part, whether automatically in accordance with its 1erms or at the option of the lessor thereunder, as a
result of any defauk in obligations relating to any lands or zones other than the Unitized Zone, such Lease or ter-
minable part thereof shall nonatheless continue in sifect inacfar as it relstes 1o the Unitized Zone, as though it had
been granted only in respect of the Unitized Zone in the Tract or Tracts 1o which # relates. The provisions of this
clause 303 shall not apply with respect to any default in obligations relating in whole or in part to the Unitized Zone,

304. Amendment of Leases

Subject to the provisions of clause 1512, in the event of any confict between the provisions of this Agreement
and the provisions of any Leass or other agresment or instrument relating to the Unitized 2Zone or Unitized
Substances, the provisions of this Agreement shall take precedence, and sach Lesse and othar agreament or instru-
ment relating to the Unitized Zone or Unitized Substances is accordingly heraby amended to the extent necessary to
make it conform with the provisions of this Agreement; provided, however, that axcept as specifically required to give
aftect to the provisions of this Agresment, the respective rights and obligations of the Parties under the various
Leasss and other agresments and instruments relating to the Unitized Zone or Unitized Substances shall not be
sither diminished or incressed hereby. ‘

305. Ratification of Loases

Except for a L.ease with reapect to which a Royalty Owner is involved in & court action which has been com-
menced and i pending on the date on which asuch Royalty Owner executes and delivers a counterpart of this
Agresment, each Royalty Owner hereby ratifies sach Lease, as amended by this Agreemaerm, to which it is a pary,
and hereby confirms that no notice of default has been given and remains outstanding with respect to any such
Leass, and that each such Leass is in sffect ag of the date of such execution and delivery. The provisions of this
clayse 305 do not constitute a waiver, and shall not give rise to an estoppel, of any right to pursue the enforcement
of any outstanding obligation under any such Lease.

308. Effect of Unitization on Titles

Nothing in this Agreement or the Unit Operating Agreement shali be construed as effecting any transfer or
exchange of any interest in the Leases, the Tracts or the Unitized Zone, or in the Unitized Substances before pro-
duction thereof.

-5~ )
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307. Eouinmeniand Faciities

All squipment and facilities used in connection with Unit Operations and herstofors or hereafter instalied
affixed or conatructed by any of the Working Interast Ownars on or in any lands within the Unit Area are and shall
remain the personal property of the Working Interest Owners, or such of them as may from tims to time have an
irtorast tharsin, and, except as otherwise provided in clause 1404, no interest in any such equipment and facilities
shall vest in the Royalty Owners by virtue of the provisions of this Agreament.

308. Name
The name of the unit hereby constituted is

ARTICLE IV
AUTHORITY TO WORKING INTEREST OWNERS

401. Opsmiions ,

The Working interest Owners are hord:y granted the right to develop, produce and otherwise operate the
Unitized Zone without regard to the boundary lines of the Tracts or the provisions of the Leases, in such manner and
by such means and methods as the Working imerest Owners may consider appropriate. Without limiting the gener-
ality of the foregoing, the Working interest Owners shall have the right to inject any substance or combination of sub-
stances into the Unitized Zone and to convert and use as injection weils any wells now existing or hereafier driled
into the Unitized Zone.

402. Delegalion

The Woerking Interast Owners may delegate 1o the Unit Operator any of the tighis and powers herein or other-
wise granted to them.

403. Vote of Working Interast Quners
Any matter 1o be delermined under this Agreement by the Working imerest Owners shall be determined by
vote of the parties 1o the Unit Operating Agreament as preacribed therein.

ARTICLE V
INCLUSION AND QUALIFICATION OF TRACTS

501. Imciainciuded as of Elfective Date

The Tracts to be inciuded in the Unit Arsa as of the Elfective Date are thoss Tracts which quafify for such
inclusion pursuant to clause 502: :

(a) before the Effective Date; (or
days following the Effective Dats.]

(b} on or within

502. Qualification of Tracis

A Tract qualifies for inclusion in the Unit Area when [iis titie has been approved by the Working interest
Cwnaers pursuant to clause $02 and]:

(a) the owners of one hundred (100%) percent of the Working Inmerests thersin have become Parties
and panies to the Unit Operating Agresment and the owners of one hundred (100%) percent of the
Royalty Interssts thersin have becomne Partias; or
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(b) the owners of one hundred (100%) percent of the Working Interests therein have become Parties
and parties to the Unit Operating Agreement and the owners of less then one hundred (100%) per-
c.mom.noy.uylmmm-rdnr-ubmmhms.mdmomomawmlmmms
|hof¢hpmuammwmm0wmuwuhmhﬁmnhﬁanhfnmmdsm
Morybmem.wmlhomminumybnordmguthnmybeszﬂmdbytmin
racpoct of ciaims and demands thet, because of the inclusion of the Tract in the Unit Araa, may be
mwmu.mndﬁwmlmmhm-TmmhaumbomnnPuﬁn;or

{c) theowmudWorﬁngImmthomhh.vomitﬁodawha!horf-mirmnhutheoth«Working

lmMOmmmyw«lmpﬁteuammquamyingMTm.whoretheTrm:tcan-
hot be quaiified pursuant 1o either subclause (a) or (b) of this clause 502, ‘

[503. Revision of Exhibits
if any of the Tracts originally set forth in Exhibit “A” do not Qualify for inclusion in the Unit Area by the date
days following the Effective Date, the Unit Opemior shall revise Exhibits "A* and *B" g0 as o include
therein only those Tracts which have qualified for inclusion in the Unit Area by such date. If Exhibits “A” and “B” are
required to be 8o revised: .

(=) the Tract Pemepatlom ascribed 10 i_ho qualifying Tracts in the revised version of Exhibit “A” shall be
adjusted such that their summation is one hundred (100%) percent and they remain proportionately
the same, reistive to one ancther, as thay wera in the original version of Exhibit "A"; and

(b) the revised versions of such Exhibits shail be effective as of the Efective Date.]

ARTICLE VI
TRACT PARTICIPATION

601. Jract Participation
Each Tract has the Tract Participation assigned to 11 in Exhibit “A”.

ARTICLE VHI
ALLOCATION OF UNITIZED SUBSTANCES PRODUCED

701. Allocation Among Tracts

702. Allecation Among Partiga

The Unitized Substances allocated 10 a Tract shali be further allocsted among the Working Interest Owners
therect in accordance with their respective percertage Working Interests in the Tract as set forth in Exhibit “A", and
in the event that any portion of any Unitized Substances so aliocsted to a Worling Interest Owner is deliverable in
kind {0, or is otherwise subject to propristary rights in favour of, an owner of a Royalty inmterest in respect of such
Unitized Substances, such Working Intersst Owner shall ensure that such royalty delivery or other proprietary rights
are given effect to, subject to the provisions of Article Xi.

-7 -
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703. Caiculation of Rovalty

The amount of any royally payabie or deliverable to a Royalty Owner in respect of Unitized Substances under
any Leass or other agrsament or instrument applicable to a Tract shell be calculated (ut the applicable rate under
such Lease or cther agresment or instrument, and having regand to any minimum royalty obligations thereunder) on
the basis only of the amount of Unitired Substances desmed to have been produced from such Tract pursuant to the
provisions of clause 701, as ¥ such amount of Unitized Substances had been produced from a single well located on
such Tract, and the paymert or delivery, as the case may be, of royally so calculated shall satigly the obligation to
pay or deliver royally in respect of Unitized Substances under any such Lasse or other agresment or instrument.
Without limiting the gensmiity of the provisions of clause 1512, in the event of any confiict between the provisions of
this clause 703 and the manner in which Crown royally retes are detarmined, the lafter shall take precedence.

704. Satistaction of Rovalty Qbligations

The Working interest Owners of each Tract shall be responsble for accounting to the owners of Royalty
interests in respect of such Tract for any royalty payable or deliverable to such owners in respect of Unitized
Substances, end, except as otherwise expresaly provided in subclause 1101({c) and clause 1104, nothing in this
Agresmant shall be consirued as giving rise to any right entitling an owner of s Royally Interest in respact of a Tract:

(a) 10 look to any Working Interest Owners other than the Working interest Owners of such Tract for the

satistaction of royalty obligations in respect of such Tract; or
) it the Royalty Interest reistes to isas than 100% of the Working Interests in the Tract, to look to any

Working interast Owners other than the owners of the particular Working Ireresta sncumbeted by
the Royalty interaat for the satisfaction of obligations in respect thereof,

provided, however, that in the event that the beneficial Working Interest Owners of 8 Tract are not the same persons
as the lessee under a Lasse relating o the Tract, the provisions of this clause 704 shall nct be construed as refiev-
ing such lesses of any obligation 1 account for royaity payable or deliverabie 1o the lsssor undet such Lease i the
Working interest Owners fail to comply with their obligations in that respect.

705. Disgosition of Unitized Substances

The share of Unitized Substances aliocsied to each Working Intersst Owner pursuant to the provisions of
clauses 701 and 702 shall be s severa! share; and the right to posaassion of, and the responaibility for, such share
shall vest in each Warking Interest Owner upon production. Esch Working interest Owner shall, not less than
days prior to the commencemant of prochuction of Unitized Substances pursuant hersto, and thereafter not
less than days prior to any change in disposition armengemants, provide the Unk Operator with a written
notice sening forth such information with respect to such Working Interest Owner's amangements for the disposition
of its allocatad share of Unitized Substances (including any pertion thereof which is to be taken in kind by & Royalty
Ownar) as the Unit Operator may resscnably require in order to faciitate such arrangements. Such notice shall
remain in effect and shall bind such Working interest Ownar untii the later of the date specified in any written
replacement notice in respact thereof and the dste days following the date on which such replacsment
notice is delivered to the Unit Operstor. in the svent that a Wetking Interest Owner falls 1o provide such a netice, or
in the event that any of the disposition armangements specified in such a notice are inadequately provided for or are
otherwise unworkable or impracticable, or a2 any time cesss to be adequately provided for or ctherwise bacome
unworkable or impracticable, the Unit Operstor shall forthwith so notlly such Working imterest Owner, and the provi-
sions of Exhibit “D” shall apply. The Working interest Owners may from time to time change the time for giving 2
naticapunmnttom&mm.uﬂwm&dm«mdm:m,hmmuum
oPemomnnnoﬁym.c-om.wmwmmmmmmmom.mmm
Crown,dsuchch-.ngohnoliunquircmurisnnthuﬂuq!hiﬂy(”)aynpdortolhochlouponwhichmh
change becormes sffective.

706. Recaveny of Outside Substances

If any Outside Substances are injected into the Unitized Zone, the first like substances subesquently produced
from the Unitized Zone for sale or for use other than for Unit Operstions shall be deemed conclusively 1o be such
Outside Substances until a quantity equal to the quantity of the Outside Substances injected inlo the Unitized Zone

-
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is recovered. Unitized Substances which are so deemed to be Outside Substances shall not be allocable to the
Tracta, and accordingly no royalty shall be payable or deliverable in respect of such substances as Unitized
Substances. :

ARTICLE Vill
USE, LOSS AND RE-NJECTION OF UNITRZED SUBSTANCES

801, \searloss

The Working interest Owners shall be entitied to use as much of the Unitized Substances [, other than crude
oil,] as may reasonably be required for Unit Operations. No Unitized Substances consumed through such use, and
no Unitized Substances lost in the conduct of Unit Oparations, shall be allocable to the Tracts, and accordingly no
royalty shall be payable or deliverable in respect thersof. The provisions of this clause 801 shall nct be construed as
relieving the Unit Operator or any other Working Interest Owner from any lisbility which it would have for any loss of
Unitized Substances resulting from its negligence or wilful misconduct.

The Working Interest Owners are hereby granted the right to re-inject Unitized Substances into the Unitized
Zone for any purpose relsted to Unit Operations. No Unitized Substances so re-injectad shall be allocable to the
Tracts until such time as they are ultimately recovered for sale or for use other than for Unit Operations, and accord-
ingly he royalty shall be paymbie or deliversble in respect thereof uniil such time.

ARTICLE IX
APPROVAL OF TITLES

$01. Titles Commiltes

The Working Interest Owners shall appoint a ttles committee to investigate the ownership of the Working
interests and Royalty Irterests in all Tracts. and sach Working Interest Owner shall be entitled to be reprasented
thereon. Each Working Interest Owner shall submit %0 the titles committes such title data and information as the
titles committee may ressonably require from time to time for the purposes of such investigation. The titles commit-
tee shall report the reeult of s investigation to the Working Irmerest Owners and shall make recommendations with
respect to approval of tiles to Tracts, identifying those Tracts the titles to which it unanimously recommends for

approval.

The Working Interest Owners may approve or decline to approve the titles for each Tract on such basis as
they consider appropriste in the circumastances. A decision of the Working Interest Owners 10 approve a title
notwithstanding knowledgs of subsisting or prospactive deficiencies tharsin shall not be constnied as an acceptance
of or acquisscence in any such deficiency, and shall not relieve any Party of any iabilty which it might have under
the provisions of clause 903, or of any cbligations assumed by it as a Working intarest Owner under any other provi-
sion of this Agreement or the Unit Operating Agresment. -

903. Warmanty of Thie
Each of the Parties having a Working Interest ascribed to It in Exhibit “A™
(a) represents and warrans that it is the owner of the Working Interests ascribed to it in Exhibit “A™, and
that it has full right, power and autherity 10 commi the said Working intetests to unitization in accor-
dance with tha provisions of this Agreemant, and to thereby bind the same; and

(b shall be iiable to each of the other Parties for, and shall indemnify and save hammnless each of the

. .
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other Panies against and from, anyllabiny loss, costs, claims or damages of any naturs sustained

by such Party as a result of:

0] any breach or failure of such represemation and warranty, whothor in whole or in part,
or

()] any failure of, or defect in, mumleloanyufthaWoﬂunglnummtonm

Exhibit “A”, no matter when occlirming or arising.
804. Thie Failum Clarification

Whhout in any manner limiting the generality of the maaning of failure of title, the cancellation, surrender or
cnhortonnm:uondaLmhwmmﬂMhmmdﬂ-Awbewmua
failure of title.

ARTICLE X
ENLARGEMENT

1001. Lateral Enlatgement

It at any time [subsequent fo the expiration of dlyc]bhwngthafmbdaﬂnmh\g!mm
Cwners wish to enlarge the Unit Area to include any lands in the vicinity of the Unit Ares agpearing 1o be potentinily
productive of Petroleum Substances from the Formation, the Working interest Owners may approve
the enlargement of the Unit Area to include such lands on such terms and conditions as the Working Interest
Owners may consider appropriate. and, if such lands qualify for inciusion in the Unit Ares pursuarnt ® clause 502,
the Unit Area shall be eniarged to inclutle such lands. Notwithstanding that any owner of a Working Interest or a
Royalty Imerest in such lards is already a Party, such awner shall not, hthmdumdw
lands pursuant to clause 502, be considsred to have executed and delivered this Agreemen until # axecutes and
delivers to the Unit Operator an sdditional courterpart of this Agresment incorporating exhbits which reflect the pro-
posed enlargement and which are stated to be effective as of the effective date of such eniargement.

1002. Adiustmant of Tract Paticoations

The Tract Participstion to be assigned to sach Tract added 1o the Unit Ares in accordance with the provisions
of this Articie X shall be determined by the Werking intersst Owners in conjunction with their approval of the enlarge-
ment giving rise to such addition, and upen such enlargement becoming effective the Tract Panicipations shall be
adjusted such that:

(a) the total of &l Tmct Participations remains one hundred (100%) percent; and

(b) the Tract Panicipstions of all Tracts other than those being acded remain proportionately the same,
. reiative 10 one another, as they wers immadiistely prior to the enlargement,

1003. Effective Time of Enlargement

Each time that an enlargement is effected pursuant to the provisions of this Articie X, the Unikt Operator shall
revise Exhibits “A” and ‘B” to reflect such enlargement, and the sniargement and the revised versions of such
Exhibits shall become effective as of 08:00 on the first day of the calendsr month following the data oh which the
lands to be included in the enlargemem have qualified for inclusion pursuant to clause 502.

1004. No Retrogctive Adjustment

Without kmiting the generality of the provisions of clauses 203 and 204, monhwdldldpumto
the provisions of this Article X shall at any time give rise 1o sny retroactive adjustment of the allocation of Unitized
Substances.

—ina '
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1005. Titia Manters

The provisions of Article IX shall apply, mutatis rmutandis, with respect 1o any lands to be added 1o the Unit
Araa pursuant to the provisions of this Article X, and for the purposes thereof the term “Working Interast Owners”
shall be construed as including the owners of the Working Interests in the lands proposed to be added 10 the Unit
Area under the relevant sniargement proposal.

1006. Naon-Appiication of Enlarsement Provisions

The provisions of this Article X shall not apply during any period in which alt of the Working interests in all ot
the Tracts are owned by a single Warking interest Owner, or by a group of Working interest Owners ali of which ars
Affiliates of one ancther, unless st ieast one of the owners of the Working Interest In the lands added to the Unit
Area is different from, and is not an Affiliate of, the Werking Interest Owners,

ARTICLE XI
TITLE DISPUTES

1101. Working intacst Tiile Dispines

If the titie of a Party 1o a Working Interest ascribed to & in Exhibit “A” is disputed at any time, both that Party
and any other Party which is s party to such dispute shall be obligated %o provide the Unit Operator with notice of
such dispute forthwith upon initiating or being advised of the same, Upon receipt of sny such notice, or upon being
directed to do so by the Working Interest Owners in the event that no such notice is given, the Unit Opemtor shall,
and is hereby expraasly authorized fo, take possession of all Unitized Substances from time to time allocable to the
owner of the disputed Working Interest pursuant to the provisions of clauses 701 and 702, sell such Unitized
Substances on such raasonable terme as may be available to & in the cicumstances, and, after deduction of such
amounts as are deductidle pursuant to the provisions of clause 1112, deposit the remaining proceeds from the sale
theroof in an interest besring trust account unt:

(a) the Party whose Working interast title is in dispute furnishes security, in form and substance satis-
factory to the Working Intersst Ownars, for Is obligation to sccount to the rightful owner of the dis-
puted Working Intersst shouid the title of such Party fall in whole or in pant, whereupon the Unit
Operator shall cease withholding the sffected share of Unitized Substancas, and shall release any
sales procesds deposited in trust, together with any irterest accrued tharson, to such Party; or

(b) all of the parlies to the dispute provide the Unit Operator with s joint wriften notice diracting the Unit
Operstor to continue to trest the Party whoss Working interest is in dispute as the rightful owner of
the disputed Working interest pending final resolution of the disputs, and agreeing to indemnify and
save harmiess the Lint Operator and all of the other Working Interest Owners against and from any
liabsility, loss, costs, claims or damages arising out of the Unit Operator's compllance with such direc-
tion, whereupon the Unit Operator shall cease withholding the affected share of Unitized
Substances, and shall release any sales proceeds deposited in trust, together with any interest
accrued thereon, to the Party whose Working imerest is in dispute; or

{c) the title to the disputed Working Inerest is established by a final judgement of a court of competent
jurisdiction, or cthetwise to the satisfaction of the Working Imerest Owners, whareupon the Unit
Operator shail cease withholding the affected share of Unitized Substances, and shall releass any
sales proceads deposited in trust, together with any interest accrued therson, to the person rightfully
entitied thereto,

In the parformance of its obfigations under this clause 1101 the Unit Operator shall endesavour where practica-
ble to honour existing marketing arrangements of which it is aware, and shall not be obligated to take any steps
which would adversely affect any amangements for the marketing of its own Pestroleum Substances. In the event
that the Unit Operator is unable to reasonably effect sultable rmarketing arrangements for any Unitized Substances
withheld by it pursuant to the provisions of this clause 1101, the provisions of Exhibit “D" shall apply.

02/18/99 FRI 15:28 [TX/RX NO 5762]



FEB-19-1999 15:37 P.a17-823

1102. Eafure to Natity

ArlyPanywhbhjsap-frywanﬁn_g interest title dispute and fails to-give the Unit Opsrator notice of such
MwaunMMmummmhmhﬂhmmw kabilty, loss, costs, claims or
dlmgnwﬂorldermwm.Unhmﬂbfﬂlﬂymfpwlﬁlrudtdmmlonewyhaﬁmdy
manner,

1103. Notification of Other Parlies

RMmmMnmdwmithhumWhmumsmpur-
suam to the provisions of clause 11o1,mumommmmm-hmm-nwm imorest Owners,
and to all Royslty Owners which it is avare hold lerylmumuldnghmapmbuardispuodwwug Interest.

1104. Intprim Rovaky Arrangements

ThaUMOpomrshallnotinitsapneilyassmhboobligﬂdbmmtowRoyuﬂycwnorforany royal-
ty payable or deliverable to such Rayalty Owner in raspect of any Unitized Substances withhald by the Unit Operator
pursuant 1 the provisions of clause 1101, unless:

(a) tthni!Mrkpmﬂdﬁhaw&mnﬁuhmﬂnapﬂhﬂeﬁmwmnuuhgfmhh
mem-mwmdmmwmsmmhmdm
Unitized Substances being withheki, directing the Unit Operator 10 give sffect to such royeRly rights,
andagmdngbindﬂuilylndmhlmmoumwwdlﬂﬂnmwmInllmlt
Owners against and from any liability, loas, costs, claime or damages arising owt of the Unit
Operator's complance with such direction, in which event the Unit Operator shall, if }t is satisfied,
acting reasonably, Mhhlbﬂydﬂnmomb&ﬁhmhnm.mm
ply with the direction of such nctice to the extent that it is practicable so to do; or

® thoUMOpomispmiddwlhljnimmwleohnmalloﬂhop-ni-bmowmdlwglm
disputs, utﬂngfoﬂhhruwnbhdmﬂﬂntmmdmmﬂhudﬂnhmmrsmny
rightsinmpodoftheUnwsmmmm.dmanMWtoghoeﬁn
tosuehrwnllyﬁgm.lrdqmmhimlywmmmoummmwandanoﬂhe
other Working interest Owners against and from any lisbility, loss, costs, claime or damages arising
omdmaUnﬂOpomorsmwlhwd\dm.inmiohmﬂnUnnomnbrahnll
comply with the direction: of such notice 10 the extent that i is practicable so to do: or

© the Unit Operator is served with an order of a count of competertt jurisdiction directing the Unit
Operator 1o take any particular steps with respect to any royalty rights in respect of the Unitized
smmmm.hmmmumwmwmm.dmndm
order o the extent required by law.

1105, Clarification of Qbigations

in clarification of the abligations of the Unit Operator with respect 1o notices and orders with which 1 is
required to comply pursusnt t the provisions of clauss 1104: _

(a) the Unit Opaerator shall nct at any time be obligeted to satisfy any royslty payment obligation out of
any funds other than the sales procesds paid or payable into trust in respect of the Unitized
Substances withheld;

(b it any royalty rights to which the Unit Operstor is required to give effect pursuam o the provisions of
clause 1104 involve the delivery of any Unitized Substances in kind:

0] the obligation of the Unit Operator to deliver such Unitized Substances in kind in com-
pliance with the relevant notice or order shall 1ake precedence over its obligation to
withhold and sell such Unitized Substances pursuant to the provisions of clause 1101,
and

-12_ . P
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(® the Unit Operatar shall be entitied to recover from the relevant Royalty Owner all costs
which are properly charpeable to such Royalty Owner in respect of such delivery in
kind under the terms of the relsvant royally rights; and '

() . any amounts required to be paid into or released from trust in accordance with the provisions of
clause 1101 shalt be net of any payments made by the Unit Operator in compliance with any notice
or order with which the Unit Operator is required te comply pursuant to the provisions of
clause 1104. '

1108, Rovalty Owner Recoyrse

The provisions of clauses 1101 and 1104 shafl not be construed as restricting in any manner any rights of
recourse which a Royalty Owner may have agsinst the Party whose Working Interest title is in dispute, or any other
parson having royalty obligations in respect of the disputed Working Interest, for any default in rovalty obfigations
owing to such Royalty Owner, unisss such Royalty Qwner is itaelf disputing the Working interest title in dispute, or
uniess the Working Interest title has been put in dispute by virtue of a dispute with respact to such Royalty Owner's
litie to a RoyaRy interest ascribed to R in Exhibit "A” hereto. |f a Royalty Owner Is itaslf disputing the Working
Interest title in dispute, or if the Working Intersst tile has been put in dispute by virtue of a dispute with respect to a
Royaity Owner’s title to a Royalty Interest ascribed to in Exhibit “A” hersto, such Royalty Owner shall not be entitted
to terminate or seek the termination of any Laase or other agresment or instrument on the basie of the non-payment
or non-delivery of any royalty withheki in accordance with the provisions of clauses 1101 and 1104; provided, how-
ever, that; . :

(a) the provisions of clausas 1107 and 1104 shall not otherwise be construed as restricting in any man-
ner arny rights of recourse which such Royalty Owner may have against the Party whose Working
Interest title is in cispute, or any other person having royalty obligations in respect of the disputed
Working Interest, for any default in royally obligations owing to such Royalty Owner, including, with-
out limitation, any right which such Royaky Owner may have 1o sue such Party or cther person for
restitution or damages, and, subject to the provisions of clause 303, any right which such Royalty
Owner may have io terminate or seek the termination of such Leass or other agreement or instru-
ment on the basis of any matter other than the non-payment or non-delivery of royalty withheid in
- accordance with the provisions of clauses 1101 and 1104; and

(5)  the termination right limitations contemplated by this clause 1108 shall not apply with respect to a
failure of the Unit Operator to comply in any meterial respect with any notice or order with which the
Unit Operator is required to comply pursuant to the provisions of clause 1104,

1107. Exciusion of Tragt

If the title of & Party to a Working Interest ascribed to it in Exhibit "A” fails, and if no other Party then owns o is
otherwise sntitted to the benefit of the Working inmerest in respect of which title has faded, and it the Tract 1o which
such Working interest relates does not re-quallfy for inclusion in the Unit Araa in the time and manner provided for in
clause 1110, such Tract shall be desmed conciusively to have beesn axciuded from the Unit Arsa and to have
ceased to have a Tract Participation as of 08:00 on the first dey of the calendar month in which the failure of title is
confirmed.

1108. Exigling Party Beneficiary

If the title of a Party 10 a Working Interest ascribed to # in Exhibit "A" fails, and if any other Panty then owns or
is ctherwise entitied to the benefit of the Werking Intarest in respect of which title has failed, that Party shall, as of
08:00 on the first day of the calendar month in which the failure of thie is confirmed, be bound by this Agreement and
the Unit Operating Agresment as a Working Interest Owner with respect to such Working Interest; provided, howev-
eor, that:

(a) if any such failure of title is the resut of the cancellation, surender or othar termination of a Crown
Lease, or of a portion of a Crown Laase, the Crown shall not be bound as a Working Interest Owner
with respect 1o the Working [nierast in respect of which titie has failed, but shall be obligated to pro-
vide, within thirty (30) days of the day on which such failure of title is confirmed, a bona fide written

=-13= . ‘
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sideration not to exceed the amount of any owistanding royaity liability reiating to Unitized
Substances aliocsted 1o the subject Tract prior to 08:00 on'the first day of the calendar morth in
which such failure of title is confirmed, a new Lease in respect of the Formation
in such Tract, covering the same Unitized Substances, and having substantisily the same terms

' (other than ss to the primary term thersof, which shall be the minimum primary term then pemitted

(b)

by the Mines and Minerais Act) as the Leass, or portion of 8 Lanse, which has terminated; and

it any such failure of thie is the result of the cancaliation, surrender or other termination of a freshoid
Lease, or of a portion of a freshold Lesse, the lessor thereunder shall not be bound as a Working
IWMrm_anMWMthdmbht&mw#mﬁnm
{30) days of the day on which such failure of tile is confirmed such leasor mukes a bona fide written
offer to grunt 1o the Unit Operator, on behalf of the Worling Interest Owners as a whole, for a con-
sideration not 1o exceed the amount of any autstending royalty and freshold mineral tax liabillty relet-
ingtoUMWM!DMWTMWNO&M:MMM@OHM&IM—
dar month in which such failure of ttie is confirmed, a new leass in respect of the
Formation in such Tract, covering the same Unitized Substances, and having substartially the same
terms (other than as to the primary termn thereof, which shall be a naminal primary tenm of ninety
(90) days), as the Lamsas, or portion of a Lasse, which has lerminated.

1100. Basponag 1o New Lasse Offer

Lease offered pursuant to the provisions of clause 1108 is not accepted by the Working Imerest

Owners within sixty (60) days of the dete the offer is received by the Unit Operstor, the provisions of clause 1107
shall apply as though no other Party owned or was ctherwise entitied to the benefit of the Working interest in respect
of which tille had faied. If a new Lease oflered pursuant 1o the provisions of clause 1108 is acoepted within sixty
(60) days of the datte the offer is received by the Link Operator: -

()

(®)

(c)

the new Lasse shali be deemed to have been effective as and from the first day following the day on
which the failure of title was confirmed;

th.mshipdmawmt‘nolmmmbythenonmhthonﬁngImm
Owners as tenants-incommon, each as to an undivided intersst equal to the ratio of ite Unit
Panicipation to the sum of all Tract Participations, with both components of such ratio to be deter-
minad;

@ a8 of 08:00 on the firat day of the calendar month in which the failure of titie was con-
firmed, and

()] without taking into account the Tract Participation of the Tract in respect of which the
new Lasss has been grarted; and

notwithstanding the effective daie of the new Leass, and without niting the generality of the provi-
sions of clause 1114, the revision of Exhibit “A” to reflect the ownership of the Working Interast
granied by the new Lease shall be effective as of 08:00 on the first day of the oalendar month in
which the faikre of ttie was confirmed.

1110. Be-Qumiification
If the title of a Party to a Worldng Interest ascribed to it in Exhibit “A™ fails, and:

(a)

(b)

if no othar Party then owns or is otherwiss entitiad 1o the benefit of the Woriing Interest in respect of
which title has failed, or

¥ a new Lease offered pursuan 10 the provisions of clause 1108 is not accepted within the sixty (60)
day acceptance period provided therefor,

but by the last day of the calendar month next following the calender month in which the falure of title is corfirmed

- 14— . o
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the Tract 1o which the subject Working Interest relates re-qualifies for inclusion in the Unit Area on the basis of the
criteria set forth in clause 502, then such Traet shall continue to be included in the Unit Area, and the provisions of
clause 1114 shall apply with respect to any changes in the ownership 6f the Working Interests and Royalty Interests
in such Tract.

1111. |nterim Working Interss? Hights

If the the of a Party to a Working Infereat ascribad to it in Exhibit “A” fails, then urtil such time as a conclusive
determination has been made with respect o whether the Tract to which such Working Interest relates is to be
axciuded from the Unit Area pursuart 1o the provisions of clause 1107:

(m) the Unit Operator shall. and is hereby expressly authorized to, take possession of all Unitized
Substances allocated 1o such Tract pursuant 1o clause 701, seil such Unitized Substances on such
reasonable terms as may be available to it in the cicumstances, and, after deduction of such
amounts as are deductible pursuant to the provisions of clauss 1112, deposit the remaining pro-
ceeds from the sale of such Unitized Substances in an interset bearing trust account for the benefit
of the person or paraons rightfully entitied thereto; and

(®) the provisions of the last two sentences of clause 1101, and the provisions of clauses 1103 through
1108, shall spply, mutatis mutandis, during any period in which the Unit Operator is ¢ withholding
such Unitized Substances.

1112. Deductible Gomls

. At any time at which the Unit Operator is taking possession of and seifing any Unitized Substances pursuant
to the provisions of either clause 1101 or clsuse 1111, i shall be entitied to deduct from the proceeds from the sale
of such Unitized Substancas, or to withdraw from any such prooseds deposited in trust, without duplication:

(@) the amount of all costs reasonably incurred by it in connection with the post-production handling and
sale of such Unitized Substances, and

(b) the amount of all capital and non-capital Unit Operations costs which are chargeable to the Working
Interest the title te which is in dispute;

provided, however, that if the Unit Operstor has become cbligated to give sffect 1o any Royalty Interest rights pur-
suant 1o the provisions of clause 1104, it shali not be entitied to deduct or withdraw from any Royalty Intersst share
of such proceads the amount of any such costs which are not properly chargeable to such Royalty Interest,

1113. Boyalty interest Title Failure

If the title of a Party to a Royalty Interest ascribed to It in Exhibit A" fails, and if any other Pany then owns or
is otherwise eritied to tha benefit of the Royalty interest in respact of which title has failed, that Party shall, as of
08:00 on the first day of the calendar month in which the failure of titls is confirmed, be bound by this Agreement as
a Royalty Owner with respect to such Royalty interest.

1114, Bavigion of Exhibils

Forthwith upon becoming aware of any changes required to bs made to Exhibits “A" and ‘8™ as the result of
the failure of ary Working Interest or Royalty interest titie, the Unit Operator shall revise such Exhibits 1o reflect such
changes, and the revised versions of such Exhibits shall be effective as of 08:00 on the first day of the calendar
month in which the filure of title is confirmed. in instancea in which a Tract is exciuded from the Linit Arma pursuant
to clause 1107. the Tract Participations of the remaining Tracts shall be adjusted such that their summation is ene
hundred (100%) percent and they remain proportionaiely the same, relative to one another, as they were prior to
such exclusion.

-15- ,
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1115. Linbility

None of the provisions of this Article XI shall be construed as relleving any Party of any kability which it mi
have under clause 903. Ridanid e

ARTICLE Xl
CHANGES IN INTERESTS

1201. Dispogitions

In this Articie XIi the term “diaposition” means any disposition of @ Working Intsrest or a Royalty Interest, or
any interest therein, whether legal or equitable, by way of asle, assignmert, iransfer, lease, sublease, conveyance,
gift, change of possession or other transaction, and inciudes, without kmitation, any realization upon any morigage,
charge or other securlty interest, but shall be desmad conclusively not 1o include the grem or other craation of any
such securily interest. A disposition of an interest In a Tract by a Party shell cover the whole of or an undivided inter-
est in the whole of such Pany’s intersst in the Tract, and no disposition shall be binding on the Unit Operator or the
other Partias which ars not parties 10 such disposition until:

(a) a1 lsast one of the parties to such disposition has given the Unk Opermtor written notice of such dis-
position, together with a copy of a document evidencing such disposition; and

(b) any acquiring perties which are not Parties have executed and deliverad 1o the Unit Operator a
counterpart of this Agreement and, in the evert that the disposition is a disposition of a Working
Interest, arny scquiring parties which are not parties 1 the Unit Opersting Agresment have executed
and delivered to the Unit Opsraor a counterparn of the Unit Operating Agreement.

Upon being provided with all of such lems in respect of a disposition the Unit Operator shall revise Exhibit "A”
tornﬂ-c!tmhditposiﬁon,ardthomdeﬂH'A'MINMMudH:DOmiMWdlyﬁthe
mlcndarmomhnaxtfaﬂowingﬂnmhndnrmhhwﬁd:mm:nmuyﬂnumomm.

1202. Cther Changes

_ If a Party changes its name or underpoas any other change affecting the infformation cortained in Exhibit “A",
othcrthnnbymydam.u:hPnﬂyshnlpmﬂohuwmmmmdwnhm.
together with a copy of a document evidencing the same. The Unit Operstor shall thereupon revise Exhibit “A" 1o

reflact such change, and the revised version of Exhibit "A” shall be effective as of 08:00 on the first day of the calen-
darmnhnmbﬂaw&gthoabn&rMhMMhmmWWhUnlw.

ARTICLE Xl
EFFECTIVE DATE

1301. Effactive Date

The unitization provided for hersin shall become effective st 08:00 on the first day of the first calendar month
following the date of the qualification under clause 502 of Tracts having a combined Tract Participation of
percant jor more] of the total Tract Participations as originally set forth in Exhibit ‘A"

1302. Netice of Effective Rate

As saon as practicable after the Effective Date, the Unit Operator shall notify ali Working Interest Owners and
the Crown of the Effective Date [, and of the Tracts which were includad in the Unit Area as of the Effective Date pur-
suant to clause 501,] and the Working interest Owners shall advise their Royalty Ownaers, other then the Crown, of

the Effective Date.
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1303. Reisaen Dale

This Agreement shall cease 1o bind the Parties if the unitization provided for herein has not become effective
on or before the 1st day of L 19

ARTICLE XIV
TERMINATION

1401, Tgrmination
The unitization provided for herein shall terminaie upan the cecurence of the earlisst of:

(a) its termination by the Working Interest Owners by vote taken under the Unit Operating Agreement,

)] the expiration of @ period of ninety (90) days following the time at which all wells used for the pro-
duction of Unitized Substances have been abandoned, piugged or disposed of, and

{c) its termination in accordance with the provisions of clause 1402,

and the Panies shall thereupon cease to be bound by the provisions of this Agreement (other than the provisions of
clauses 1404 and 1408), and shall thereafter be governed by the terms and provisions of their respsciive surviving
Lesses and other agreemants and instruments relating to tha Unitized Zone or Unitized Substances; provided, how-
ever, that the provisions of this clause 1401 shall not be construed as relieving any person from any ebligation or lia-
bility accruing on its part under this Agreemern prior to the termination of the unhtization provided for hersin.

1402, Notica to Terminato

If Unit Qperations are not commenced within _________ of the Effective Date, or if Unit Operations are at
any time after their commencement intsrrupted or suspended for any period in excess of , any Party
may give the Unit Operator written notice of Its desire o terminate the unitization provided for hersin. {f upon the
expiration of a period of ninety (90) days following the giving of any such notice the Werking interast Owners have
not commenced, or re-<commanced, Unit Operations with a view to diligently pursuing the production of Unhized
Substances on a sustained basis, the unitization provided for hersin shall terminate. For purposes of this
clause 1402:

{a) the term “Uinit Operations™ shail be consirued as including only those Unit Operations involving the
production of Unitized Substances on & sustained basis, and those Unit Operations of a substartive
physical nature undertaken for purposes of facilitating or enhancing the production of Unitized
Substances or the post-production handling of Unitized Substances;

(b) the ninety (80) day period cortemplated by the second ssmence of this clause 1402 shall be exciu-
sive of any period of time during which the postponement, imterruption or suspension of Unit
Operations is sttributable 1o the occurrence or subsistence of an event of force majeure contemplat-
sd by clause 1507, and such ninety (90) day period shall be extended accordingly by any period of
time following the giving of a termination notice during which the postponament, internuption or sus-
pension of Unit Operations is so atiributable; and

(c) the phrase “production of Unitized Substances on a sustained basis” shall be construed as meaning
production of Unitized Substances on a substantislly continuous basis, subject to normal course
interruptions sttributable to such factors as govemmental regulation, gensrally accepted production
optimization practices, marketing amangements involving sessonal or ather periodic interruptions in
take nominations and sverts of force majsure contemplated by clause 1507.

1403, Relivery of Notice
Notwithstanding the provisions of clause 1510, no natice of a desire to lerminate given under clause 1402

Ty
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shall be effective unieas delivered 1 the Unit Operator by hand or by courier, on & day on which the Unit Operator's
muhﬂuummwmwm.lndlnysud'lnotiuagigondﬂlhodumc_dm
Mmmmnmwmdvdmlmdnewm. Forthwith upon receipt of any such notice the
Unit Operator shali provide the Crown and aach of the Working interest Owners with a copy of the same, and the
WetbingImmowuﬂlbmmwunhdrmomn.muthmﬂucm.whhneopy
of the same.

1404. Salvaging Equioment Unon Termination

Subject to any provisions totheanmeonhimdhnmhmorotharngmmmﬂimmetumhﬁngh
thaUnltizadZnno:ryUnitiudsmMu.whwwﬁmww.mMWumrw
‘bbwﬂw-dgruswnmm«im.ittluWodﬁmlmqunmhlu_nnlvqum_onlorham
uudinUnitOpommw‘lhhah(G)mdﬁotmﬁmdthoummmw.qﬂomw
MnhoﬂTMmmew“mmMMLunhuanymdugupmrnand
faeﬂilhsanthnnboinM.ammdbhu.mmmhm.mwm.hs_nb
vm.m,ﬂamwdmmwmhrummw.Th-sht(s)mornhpamd
mmdwmhmuuwnudewuﬁdﬁmmmmhmwlmwM
mwﬂdhmﬂqﬂwq@nﬂwhﬂbbymdhmmmdmwmd
hmmiumaortmhhdbyem1W.wn=hﬁ(6)nmhguu_mdhmmdhgybyw
peﬂoddﬁmfdbwmgmotomirdbndhurawqpmhdhmndwngwhhhhwmlntmoﬂmrs
are so prevented from salvaging any equipment or facilties.

1405. Notice to Rovally Ownors
Each of the Working interest Owners shall within thirty (30) days of the termination of the unitizetion provided

mwmm-mwmmmmmmmwmwmmm
and instruments.

ARTICLE XV
MISCELLANEOUS

1501. Exscittion in Counteroan

is Agraement boa.umdhupnmoamﬂs.mmﬂh-uﬂdmmdmnw
uw&:e“mh-ymmmummwdﬂuﬁdldhmmmm
Mdumodmommmmﬂnwiow“.mnmm.m-wwuamdm
wﬁdmn«nubnmb-ehmmmm.

1502, Efftect of Exacition and Relivery

i - nd
Subject mﬂupmhbf-dd-mlmm-mmum#ngmmﬁmmsy
dolwmaent'mmplﬂWbmuﬂw,meMhMbl_m’w“oﬂhgm

1503. Dual Capacity

lfaPartymnwwngmwlmlm.ihmmmmmaammdtm
Amwlmmmmwmmmw.

TOTAL P.8a23
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1504. Subssquent Execution

An owner cf an interest in a Tract who has not executad and defivered a counterparn of this Agreamant as of
the date the Tract was included in the Unit Ares under either Articie V or Article X may not thereafter become entitled
to axercisa the rights of a Party with respect to such interest except on such terms and conditions as may be pre-
scribed by the Working Interest Owners.

1505. Enyrement

Subject to the provisions of clause 1201, and to the proviso to clause 1502, this Agresment shall enure to the
benefit of, and be binding upon, the respective heirs, axecutors, administrators, successors and assigns of the
Parties.

1506. No Pannership

Nothing herein contained shall be read or construed as creating a partnership, or as imposing upon any Party
any pannership duty, obligation or liabillty of any kind, it being the sxpress intention of the Parties that the respective
rights, oblipations and liabilities of asch of the Farties under this Agreement, and in respect of the subject matter
herecf genenally, shall be several, ard net joint or joint and several

1507. Force Maisure

in this clause 1507 the lerm “event of force Majeure” maans any event the occurrence or subsistence of which
prevents a Party from conducting Unit Operations or other opsrations or activities relatad to the subject matter of this
Agreemsnt, or from performing any cbligation under this Agresment, and which is not reasonably within the controf
of such Party, and includes, without imitation, an act of God, a governmental directive or restriction, s labour dis-
pute, and an act of war or othar unlawhul act sgainst public order or atthority, but doss not include a lack of financial
resources or availeble funds or similar financial predicament. Any Party which is at sny time prevented by an event
of force majeure from conducting any operation or activity, or from performing any obligation hereunder (other than
an obligation 10 pay money), shall prompily 30 notily all other Parties affected thersby, providing ressonable particu-
lars of the event of force majeure and the operation, activity or abligstion the conduct or performance of which is pre-
vented thersby, and shall take all such steps as may be reasonabia in the circumstances to remaedy such event of
force majeure; provided, hawever, that no Party shall be required by the provisions hereof to settie any strike, lock-
aut or other labour dispute on terms which it would not otherwise so seitle. If any Parly is at any time prevented by
an event of force majeurs from performing any obligation hersunder (other than an obligstion to pay monay), such
obligation shall, to the extent that ks performance is prevertad by such sver of force majeure, be suspended for so
leng as the event of force majeurs continues to prevent such performance. and the non-performance of auch obliga-
tion to such extent during such period of suspension shall not constitule a breach or default hereunder.

1508. Taxes

As between the Warking Interest Owners and the Royaity Owners for each Tract, all taxes levied in respect of
the ewnership, production or saie of the Unitized Substances associated with or allocated to such Tract shall be
borne in accordance with the provisions of the applicable Lease or other sgresment or instrumem relating thereto.
In the evert that a Royalty Owner, other than the Crown, fails to pay when due any such taxes which are payabie by
it, the Working Imerest Owners for such Tract may pay such taxes on such Royalty Owner's behakf and, without lirm-
ing any ether rights of recovery which they might have, deduct the Royalty Owner's share of any payment so made
from ary royalty payable or deliverabie 10 t in respect of such Tract, -

1509. Datinquent Paymant Obligations

in the event thet a Royalty Owner, other than the Crown, fails lo pay when due any amount owing under or in
respect of any mongage, agresment for sale or other instrument or arrangemen by virtue of which a third party
claims an interest in a Tract, the Working Interest Owners for such Tract may, with full rigit of subrogation, pay such
amount on such Royalty Owner's behalf and, without limiting any other rights of recovary which they might have,
deduct the Royalty Owner's share of any payment so made from any royalty peyable or deliverable to it in respact of
such Tract.

- 19 -
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1510. Noticas

Except with raspect to notices and communications betwsen a Working Interest Owner and ts Royaity
m,m.wmum-mmmwmwwm«mwmmumm,aumﬁm
apdoﬂmuommbuﬂomnohghﬁhmmnmtmmmwehwriﬁnga:ﬂshlboldﬁuhmly
given:

(8) ud.livondbyhmdorbyeourisrtoaPartyatilsucl*usforsinrbouha‘uhﬁerpvwidd,onw
day other than a Saturday, a Sunday or a statutory holiday in Alberta;

®) except during any peried of actual or impending postal disruption, i sent by first class mail, postage
propeid, posted within Canada or the United Statea, to a Pany st its address for service as hers-

inafter provided: and :

(c) to any Party which has provided a direct telecommunication number as part of s address for ser-
vice, if sent by telecommunication o such Party at such number on any dey other than a Saturday,
a Sunciay or a statutory holiday in Alberia.

Any notice or communication given by delivery as aforesaid shall be desmed conclusively to have been given
and received on the date of delivery, any notice or communication given by mail as aforesaid shall be deemed con-
clusively o have been given and received on the fourth day following the date of malling (Saturdays, Sundays and
stalutory holideys in Alberta excepted), and any notice or communication given by telecommunicstion as aforesaid
shall be desmed conciusively to have been given and raceived on the date on which the transmission therecf has
been completed.

For the purposes of this clause 1510, the addrass for service for each Party shall be the address set forth
below the piace of iis exscution of the counterpant hereot! delivered to the Lnit Opersior. The Unit Opemtor may
chmgohuﬁmbrmhbyy’vingmmﬁmndbudndhoﬂmhnhs.ardwoﬂanaﬂyrmy
change s address for service by giving written notice thereof 10 the Unit Operator. The Uint Operstor shall, upon
request therwfor, furnish any Party with the address for service of any other Party.

1511. Time of the Esspnce

Time is of the essence in this Agreemernt.

1512, Compliance With Laws and Reguistions

In exercising their respective rights, and discharging their respective cbligations, under this Agreemant, the
Parties shall comply in all material respacts with all statutes, reguistions and other lawful govemnmenta! directives
from time to time in force in the Province of Aberts. In the event of any corfiict between the provisions of this
Agreement and the provisions of any such statute, regulation or other lawful gevernmental diractive, the provisions
of such statute, regulation or directive shall lake precedance.

02/18/98 FRI 15:39 [TX/RX NO 5763]



FEB-19-1999 15:43 P.Q284.-087

1513. Goveming Law

This Agreement shail be govemed by and construed in accofdance with.the laws of the Provine of Aberta,
and-aehdtbohﬁuc@MhmmmmmmamedAb‘mwth-im-rpmaﬂcnand

snforcement hersof.
IN WITNESS WHEREOF each of the Parties has exacuted this Agreement on the date shown oppostte its
name hereunder. .
DATE: 19
(NAME)

{seal)

(saal}
ADDRESS FOR SERVICE:
Fax No.

This is the axscution pags of the Agreement entitied “Unit Agresment™ - (Name of Unit)"

-21 -
02/19/99 FRI 15:39 [TX/RX NO 5783]



FEB-19-1993 15:43 P.aas5-pa7v

EXHIBIT “2"

SAMPLE FORM EXHIBIT “D”
TO PJVA MODEL AGREEMENT

[Nere: This sample form of Exhibit “D” adopts the seme general approach 1o failure to take as is set forth in the 1980
- GAPL Operating Procedure. Other PJVA sk forces have also generated gas “banking” and "balancing” provisions
-lo-be attached to a Unit Agresment in certain circumstances. Please note that this is & rough sampia form only, and
is provided only to demonstrate the types of matters which might be dealt with in Exhibit “D". it is antivipated that the
-pmisbnsofExhbﬂ‘D’mlbonami#y-unilbuh,nrdth-Tukahumﬁnglynﬂaﬂomed

to produce & definitive form of the Exhibit.]

02/18/99 FRI 15:39 [TX/RX NO 5763]
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EXHIBIT “D" to
" Unit Agreement —

1. Definftions

In addition 1o the definitions set forth in clause 101 of the Unit Agreement of which this Exhibit forms part, for
the Purposas of this Exhibit:

(a) “Affected Substances” has the meaning asctibed thereto in paragraph 2 herect,

(b} “Mariet Price™ means, with respect to any Affected Substances being disposed of pursuant to the
pmbhmdtththLanhtpﬁuMMithhhwingmbmib
ing market conditions and ali other relevant faciors, including, without mitstion, the kind, quality and
volume of such Affscted Subsiances. the term of the sale agreement, the point of sale of such
Affected Substances, and the type of tranaportation service availsble to effect delivery of such
Affectad Substances to such point of sale; and

©) “Non-Taking party” hes the mesning ascribed thereto in paragraph 2 hereof.

2. Disposition bv Unit Qperstor

in the event that a Working Interest Owner (the “Nen-Taking Party”) fails to provide timely notice of its pro-
dmdmawumwmm.uhmmumonnmm
fied in awsmhnoﬁcem?mww@odfuummhouw« impmcticable, or at any time

namely:
(@) by selling such Affected Substances together with and st the same price as the Unit Operator is
'raceivingforitsownwmownirnodswmmouﬂlrannm‘shnﬂhm:dmnbm:
®) by selling such Affected Substances 1o an arm's length buyer at & Market Price, or
{c) byaollingMMMSMNMormAmmmamPﬁu[wihwmmeﬁgm

to re-soll ot a profit?].
3. Temol Aranomuant

No agresment for tha sale of Affected Substances entsred into pursuant to pamgraph 2 of this Exhibit shall
hw;atmincmdonemmhuiuuwhtmmybtmdmumiymmmmnmmon-
il's notice, or uniess the Non-Teking Party has ctherwiss agreed in writing.

4. Costapnd Fees

In connection with any sale of Affected smmmnmmphz‘wmumwsm be
entitied to charge 10 the account of the Non-Taking Party:

(a) all direcy pm and tmnsportstion costs incurred by the Unit Opamtor on behalf of the Non.

Taking Party in renclering such Affected Substances suitable for sale and delivering them to the
point of sale; ‘

02/19/89 FRI 15:39 [TX/RX NO 5763]
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()] all incremental third party and intemnal administrative costs incurred by the Unit Operater in connec-
tion with the dispoaition of such Affected Substances on behalf of the Non-Taking Party; and

(¢} whm”damﬂlwmmmmmmphz(c)hm,'.mnm.
Substances.

ing fee squal to | % of the net proceeds of sale of such Affected ] QB
® in the case of cnule oil and wellhead condenaste, (§_____. /msjor[____ % of the
net procesds of sale), a .
(M in the case of natural gas or solution ges sold in gasecus form, [$ /109m) or
% of the net proceeds of sale],
(W) in the case of natural gas liquids and substarces other than those contemplated by

clauses (i), () and (iv) of this subparagraph (c), [S___ /meor[_____ % of the
nat procesds of sale], and

(v  inthecaseof sulphur, (§_____ Mlonne]of{ % of the net proceads of sale],

and for the purposas of this subparagraph (), the phrase “net proceeds of sale” means gross pro-
ceads of sale less costs chargesble pursuant to subparagraphs (a) and (b) of this paragraph 4.

Without limiting the Unit Operator's rights to recover such costs and fess from the Non-Taking Party, the Unit

Operator shall ba antitied to deduct all such costs and fees from any proceeds of sale, and shall have a lien against
all such pracesds of sale as security for the recovery of such costs and fees.

5.  Bagering and Accounting

[Unkt Operator's reporting and accourting cbligations with respect to disposltions of Affected Substances;
should there alec be an associated audit rigit for the Non-Taking Party?)

6.  BRastorion

[what is the appropriate time for a Non-Taking Party 1o restora its position? the end of the term of any autho-
rized sales arrangement? how much notice should be given?

7. Satiefaction of Ravally Qhligstions

[provisions of clause 704 to coninue to apply; proviso with respect to Unit Operator fallure to account pur-
stmnt to peragraph 5.)

[Non-Taking Party indemnifies Unit Opsrator for any title problems; fit with Articie X1 )

[two sRuations: (i) Unit Opermtor simply delegeiee/assigns to ancther WIQ, and (K} Unit Operstor is the Non-
Taking Party; the first skuation is sasy, but in the second situation who should have the paramount right/responsiil-
ity to market?j

[runatis mutandis application of pemagraphs 2 through 8]
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PROGRESS

ENERGY
March 26, 1999

MANITOBA ENERGY AND MINES
360, 1395 ELLICE AVENUE
WINNIPEG MB R3G 2P3

ATTENTION: JOHN FOX
Dear Mr. Fox:

RE: BIRDTAIL UNIT 1 AND UNIT 2 AGREEMENTS

In response to your letter of February 26, 1999, Progress Energy Ltd. has incorporated all
your input into the attached agreements. We have used your Tract Factors for both units and
submitted a Unit Operating Agreement.

We wish to get your approval first and then we will submit this package to Royalty Owners
for approval.

I would appreciate it if you could call me about any issues with the agreements so that I can
deal with the Royalty Owners as soon as possible.

In Unit #2, the Frechold Owner will see a 23% reduction in income and thus we may have a
problem getting a written approval.

I have submitted a working copy of the PJVA model so that you can see where the changes
have been made, I hope that this helps you.

Please contact me at (403) 216-2510 ext. 109 or Jeft Screen at (403) 216-2510 ext. 105 if you
have any further questions or concerns.

Yours truly,

PROGRESS ENERGY

Dennis Stringer
Engineering Consultant

Encl.

M M
Progress Energy Lid. 1110, 520 - Fifth Avenue S.W. Calgary, Alberta T2P 3R7 ¢ Phone: (403) 216-2510 ¢ Fax: (403) 216-2514
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PETRCLEUM JOINT VENTURE ASSOCIATION

UNIT AGREEMENT

NAME OF UNIT
[Bzeému_ UNI:-'i- nvo

WHEREAS the Parties own Royalty Interests and Working Interests, or either of them, in the Unitized

Substances;

AND WHEREAS the Parties desire that the Unitized Zone be developed, produced and operated as a unit;

NOW THEREFORE in consideration of the covenants herein contained the Parties agree as follows:

ARTICLE |

INTERPRETATION

101. Definitions

In this Agreement, including the premises and the exhibits hereto:

(a)

(b)
(c)
(d)

()

{f)

“Affiliate" means, with respect to any person, any other person which is affiliated with such
perscn, and for the purposes hereof:

{i) two persons will be considered to be affiliated with one another if one of them
controls the other, or if both of them are controlled by a common third person, and

{mn one person will be considered to control another person if it has the power to direct
or cause the direction of the management and policies of the other person, whether
directly or indirectly, through one or more intermediaries or otherwise, and whether
by virtue of the ownership of shares or other equity interests, the haiding of voting
rights or contractual rights, or otherwise;

"Crown" means Her Majesty the Queen in right of the Province of Alberta;

‘Effective Date" means the time and date referred to in clause 1301;

‘Lease" means an instrument granting a Working Interest of the kind described in paragraph
101(s}(i) in respect of any portion of the Unitized Zone;

"Qutside Substances" means:

{i) any substances which were initially obtained from any source other than the Unitized
Zone, or
(i) any Unitized Substances which have been produced,

and with respect to which there is no royalty liability outstanding;

"Party” means a person who is bound by this Agreement;




{
1),

(k}

0
(m)

"Petroleum Substances' means petroleum, natural gas and related hydrocarbons (other than
coal) and any other substances, whether hydrocarbons or not, which are produced in association
therewith, or any of them;

"Royaity Interest* means:

{i) a Crown or other sovereign ownership interest, or a fee simple or similar freehold
ownership estate, in respect of Petroleum Substances in or producible from the
W i 2 e Formation, 4

{ii) a right to a share of Petroleum Substances produced from the

Formation, to a share of the proceeds from the sale of such Petroleum Substances,
or to a payment based on the quantity or value of such Petroleum Substances,

but does not include a Working Interest, the interest of a purchaser of such Pestroleum
Substances after production, a mortgage, charge or other security interest, or any right of a
government or governmental agency to a payment in respect of taxes or similar assessments;

“Royalty Owner" means a Party owning a Royalty Interest in or in respect of Unitized Substances;

"Tract" means a parcel of land described and given a Tract number in Exhibit "A", and shown
outlined in Exhibit "B";

‘Tract Padicipation” means the participation percentage assigned to a Tract pursuant to
Article VI;

"Unit Area" means the lands described in Exhibit "A" and shown outlined on Exhibit "B";

"Unit Operating Agreement' means the agreement entitted *Unit Operating Agreement -

Bird T Unit No | "entered into by the Working Interest Owners;

(n)

(0)

(p)

(r)
(s)

"Unit Operations™ means any operations or activities undertaken on behalf of the Working Interest
Owners in connection with the development or exploitation of the Unitized Zone, the production or
other handling of Unitized Substances or the installation, operation, maintenance or removal of
equipment or facilities, insotar as such operations or actiwties have been authorized or provided
for under this Agreement or the Unit Operating Agreement;

“Unit Operator" means the Working Interest Owner which is from time to time designated as Unit
Operator under the Unit Operating Agreement;

"Unit_Participation” means, with respect to each Working Interest Owner, the sum of all of its
Tract Participation shares as set forth in Part | of Exhibit "A";

“Unitized Substances” means Petroleum Substances in or obtained from the Unitized Zone;

w0
"Unitized Zong" means the 'Bak ‘( en ﬂ Formation within the Unit Area;

"Working Interest" means an interest in:

(i) a profit & prendre or similar interest entitling the owner :t(hereof to produce and
dispose of Petroleum Substances from the Baj<iK eV "A" Formation, s

{ii) the production and disposition rights associated with a Crown or other sovereign
ownership interest, or a fee simple or similar freehold ownership estate, in respect of
Petroleum Substances in or producible from the Formation, if such




rights are not subject to an interest of the kind described in paragraph (i) of this
subclause,

but does not include a mortgage, charge or other security interest;

{t) ‘Working Interest Owner" means a Party owning a Working interest in or in respect of Unitized
Substances; and SCIPYWE. S
LIPS . f o
| YK ) pekEem .
(u) &E@n Formatign" means the oceurring between the depths of metres
and metres on the Log of situated in legal subdivision
of section , township , fange ., west of the meridian,

as identified in Exhibit "C".

102. Headings

The headings of the Articles and clauses of this Agreement have been inserted for convenience of
reference only and shall not affect the construction or interpretation hereof.

103. Number and Gender
In this Agreement words importing the singular include the plural and vice versa, words importing gender

include the mascuiine, feminine and neuter genders, and references to persons include individuals, corporations,
partnerships, bodies politic and other entities, all as the context may require.

104. Time ConTnd Stomdad T
v

In this Agreement all times are-MuertaineStindarmme~or Daylight Saving Time, whichever is then being
used and observed in accordance with the Daylight Saving Time Act (Adaera).

MAW  Foba
105. Statutory References

In this Agreement references to the Mines and Minerals Act and other statutes of Alberta shall be
construed as references to the relevant statute as amended from time to time, and shall include any statutory
repiacements of the whole or any part thereof, and all regutations and other subordinate legislation issued from
time to time thereunder.

ARTICLE ||
EXHIBITS
201. Exhibits

The following exhibits are attached to and incorporated in this Agreement:

(a) Exhibit "A", Part | of which numbers and describes each Tract and, with respect to each Tract:
(i) sets forth its Tract Participation,
i) sets forth the names of the owners of the Working Interests therein, their raspective

percentage Working Interests therein, and their respective shares of the Tract
Participation therefor,

iii) sets forth the names of the owners of the Royalty Interests therein, and



{iv) identifies the Lease relating thereto, if any,

and Part Il of which lists all of the Working Interest Owners and sets forth their respective Unit

Participations;
() Exhibit "B", which is a plat showing the Unit Area and identifying the Tracts;
(c) Exhibit "C", which is a reproduction of a portion of the log referred to in subclause 101( ); and
{d) Exhibit "D", which sets forth the procedure for dealing with failure to make adequate

arrangements for the disposition of Unitized Substances upon production.

202. Correction of Exhibits

It an error of a clericai nature occurs in an exhibit, the Unit Operator shall, forthwith upon discovering or
being notified of the same, effect appropriate corrections to the exhibit. The provisions of this clause do not
extend to any error occurring in the course of the compilation and evaluation of technical data for purposes of
establishing the respective Tract Participations, it being agreed that the results of such evaluation process are
conclusive and shall not be subject to challenge or dispute.

203. Effective Time of Exhibits

Except as otherwise expressly provided in this Agreement:

(a) the exhibits attached to the original execution version of this Agreement shall {, uniess
subsequently revised pursuant to the provisions of clause 503,] be effective as of the Effective
Date;

(b) any exhibit which is revised pursuant to the provisions of this Agreement shall be effective in its

revised form as of the time specified by the provision requiring or authorizing such revision; and

{c) any exhibit which is corrected pursuant to clause 202 shall be effective in its corrected form as of
08:00 on the first day of the calendar month next following the date on which the Unit Operator
first discovers or is notified of the error requiring correction; provided, however, that if the Unit
Operator discovers or is notitied of a clerical error in an exhibit within thirty (30) days of the date
of issuance by the Unit Operator of the version of the exhibit containing the error, the corrected
version of the exhibit shall be effective as of the date on which the version of the exhibit
containing the error would otherwise have been effective, and the version of the exhibit containing
the error shall be deemed conclusively never to have been effective.

204, Exhibits Deemed Correct

Subject to the proviso set forth in subclause 203(c), each exhibit, and each revised or corrected version
thersof, shall for purposes of this Agreement be deemed conclusively to be correct and binding on the Parties
from the time at which it becomes effective until the time at which a revised or corrected version thereof becomes
effective.

205. Identification of Exhibits

Revised and corrected versions of exhibits shall be numbered consecutively, shall indicate the date on
which they become effective, and shall indicate whether they are revised or corracted versions of an exhibit, or
both.

206. Preparation and Distribution of Exhibits



Each time that an exhibit is to be revised or corrected pursuant to this Agreement the Unit Operator shalf
effect the required revisions or corrections in a timely and diligent manner and shall forthwith:

(a) provide the Crown with two copies of the revised or corrected version of the exhibit, and
(b) provide each of the Working Interest Qwners with one copy of the revised or corrected version of
the exhibit.

The Working Interest Owners shall provide their Royalty Owners, other than the Crown, with a copy of the
revised or corrected version of the exhibit forthwith upon receipt of the same from the Unit Operator,

207. Conflicts

In the event of any conflict between the provisions of the principal text of this Agreement and the provisions
of Exhibit "D" hereto, the provisions of the principal text hereof shall take precedence.




ARTICLE lli

UNITIZATION AND EFFECT
301. Unitization

The interests of each Royaity Owner and each Working Interest Owner in and in respect of the Unitized
Substances and the Unitized Zone are hereby unitized in accordance with the provisions of this Agreement.

302. Continuation of Leases

Untit such time as the unitization provided for herein terminates pursuant to the provisions of clause 1401,
such unitization shall continue in force and effect each Lease and other agreement or instrument relating to the
Unitized Zone or Unitized Substances to the same extent as if a well had been drilled to, and was throughout the
term of such unitization producing Petroleum Substances from, all of the Unitized Zone in each Tract and each
spacing unit or other parcei forming part thereof; provided, however, that if under the terms of any Lease or other
agreement or instrument reiating to the Unitized Zone or Unitized Substances any Party wouid at any time be
required to make any shut-in royalty or similar payment in the absence of actual production of Unitized
Substances from the Unit Area, whether as an unconditional obligation or as a.caadlition to continuing such Lease
or other agreement or instrument in effect, such payment requirement shail continue to apply notwithstanding the
deemed production provisions of this clause 302.

303. Extranecus Defaults

if any Lease shouid at any time during the term of the unitization provided for herein become terminable in
whole or in part, whether automatically in accordance with its terms or at the option of the lessor thereunder, as a
result of any defauit in obligations relating to any lands or zones other than the Unitized Zone, such Lease or
terminable part thereof shall nonetheless continue in effect insofar as it reiates to the Unitized Zone, as though it
had been granted only in respect of the Unitized Zone in the Tract or Tracts to which it relates. The provisions of
this clause 303 shall not apply with respect to any defauit in obligations relating in whole or in part to the Unitized
Zone.

304. Amendment of Leases

Subject to the provisions of clause 1512, in the event of any conflict between the provisions of this
Agreement and the provisions of any Lease or other agreement or instrument relating to the Unitized Zone or
Unitized Substances, the provisions of this Agreement shall take precadence, and each Lease and other
agreement or instrument relating to the Unitized Zone or Unitized Substances is accordingly hereby amended to
the extent necessary to make it conform with the provisions of this Agreement; provided, however, that except as
specifically required to give effect to the provisions of this Agreement, the respective rights and obligations of the
Parties under the various Leases and other agreements and instruments relating to the Unitized Zone or Unitized
Substances shail not be either diminished or increased hereby.

305. Ratification of Leases

Except for a Lease with respect to which a Royalty Owner is involved in a court action which has been
commenced and is pending on the date on which such Royalty Owner executes and delivers a counterpart of this
Agreement, seach Royalty Owner hereby ratifies each Lease, as amended by this Agreement, to which it is a
party, and hereby confirms that no notice of default has been given and remains outstanding with respect to any
such Lease, and that each such Lease is in effect as of the date of such execution and delivery. The provisions
of this clause 305 do not constitute a waiver, and shall not give rise to an estoppel, of any right to pursue the
enforcement of any outstanding obligation under any such Lease.

306. Effect of Unitization on Titles




Nothing in this Agreement or the Unit Operating Agreement shall be construed as effecting any transfer or
exchange of any interest in the Leases, the Tracts or the Unitized Zone, or in the Unitized Substances before
production thereof.

307. Eguipment and Facilities

All equipment and facilities used in connection with Unit Operations and heretofore or hereafter installed,
affixed or constructed by any of the Working Interest Owners on or in any lands within the Unit Area are and shall
remain the personal property of the Working Interest Owners, or such of them as may from time to time have an
interest therein, and, except as otherwise provided in clause 1404, no interest in any such equipment and facilities
shall vest in the Royalty Owners by virtue of the provisions of this Agreement.

308. Name
The name of the unit hereby constituted is B r"l TAi. UNtT No

ARTICLE IV
AUTHORITY TO WORKING INTEREST OWNERS

401. Qperations

The Working Interest Owners are hereby granted the right to develop, produce and otherwise operate the
Unitized Zone without regard to the boundary lines of the Tracts or the provisions of the Leases, in such manner
and by such means and methods as the Working Interest Owners may consider appropriate. Without limiting the
generality of the tforegoing, the Working interest Owners shall have the right to inject any substance or

combination of substances into the Unitized Zone and to convert and use as injection wells any wells now existing
or hereafter drilled into the Unitized Zone.

402. Delegation

The Working Interest Owners may delegate to the Unit Operator any of the rights and powers herein or
otherwise granted to them.

403. Vote of Working Interest Qwners

Any matter to be determined under this Agreement by the Working Interest Owners shall be determined by
vote of the parties to the Unit Operating Agreement as prescribed therein.

ARTICLE V
INCLUSION AND QUALIFICATION OF TRACTS
501. Tracts Included as of Effective Date

The Tracts to be included in the Unit Area as of the Effective Date are those Tracts which gualify for such
inclusion pursuant to clause 502:

{(a) before the Effective Date; [or

{b) on or within days following the Effective Date.]

502. Qualification of Tracts




[503.

A Tract qualifies for inclusion in the Unit Area when [its title has been approved by the Working Interest
Owners pursuant to clause 902 and]:

(a)

{©

the owners of one hundred (100%) percent of the Warking Interests therein have become Parties
and parties to the Unit Operating Agreement and the owners of one hundred (100%) percent of
the Royalty Interests therein have become Parties; or

the owners of one hundred (100%) percent of the Working Interests therein have become Parties
and parties to the Unit Operating Agreement and the owners of less than one hundred {100%)
percent of the Royaity Interests therein have become Parties, and the owners of the Working
Interests therein provide the other Working Interest Owners with an indemnification in form and
substance satisfactory to them, protecting them against any loss or damages that may be
suffered by them in respect of claims and demands that, because of the inclusion of the Tract in
the Unit Area, may be made by those owners of Royalty Interests in the Tract who have not
become Parties; or

the owners of Working Interests therein have satisfied such other requirements as the other
Working Interest Owners may consider appropriate as a basis for qualifying such Tract, where the
Tract cannot be qualified pursuant to either subclause (a) or (b) of this clause 302.

Revision of Exhibits

If any of the Tracts originally set forth in Exhibit "A” do not qualify for inclusion in the Unit Area by the date

5

days following the Effective Date, the Unit Operator shall revise Exhibits "A" and "B" so as to include

therein only those Tracts which have qualified for inclusion in the Unit Area by such date. If Exhibits "A" and "B"
are required to be so revised:

(a) the Tract Participations ascribed to the qualifying Tracts in the revised version of Exhibit "A* shall
be adjusted such that their summation is one hundred (100%) percent and they remain
proportionately the same, relative to one another, as they were in the original version of Exhibit
"A" and

{b) the revised versions of such Exhibits shall be effective as of the Effective Date.]

ARTICLE VI
TRACT PARTICIPATION
601. Tract Participation
Each Tract has the Tract Participation assigned to it in Exhibit "A".
ARTICLE VII

ALLOCATION OF UNITIZED SUBSTANCES PRODUCED

701,

Allocation Among Tracts

Subject to the provisions of clauses 706, 801 and 802, Unitized Substances shall when produced be
allocated among the Tracts in accordance with their respective Tract Participations, and the amount of Unitized
Substances so allocated to each Tract, and only that amount, regardiess of whether it be more or less than the




amount of actual production of Unitized Substances from the weil or wells, if any, on the Tract, shall be deemed
conclusively to have been produced from the Unitized Zone in the Tract.

702. Allocation Among Parties

The Unitized Substances allocated to a Tract shall be further allocated among the Working Interest Owners
thereof in accordance with their respective percentage Werking [nterests in the Tract as set forth in Exhibit "A",
and in the event that any portion of any Unitized Substances so allocated to a Working Interest Owner is
deliverable in kind to, or is otherwise subject to proprietary rights in favour of, an owner of a Royalty Interest in
respect of such Unitized Substances, such Working Interest Owner shall ensure that such royalty delivery or other
proprietary rights are given effect to, subject to the provisions of Article XI.




703. Calculation of Rovalty

The amount of any royalty payable or deliverable to a Royalty Owner in respect of Unitized Substances
under any Lease or other agreement or instrument applicable to a Tract shall be calculated (at the applicabie rate
under such Lease or other agreement or instrument, and having regard to any minimum royalty obligations
thereunder) on the basis only of the amount of Unitized Substances deemed to have been produced from such
Tract pursuant to the provisions of clause 701, as if such amount of Unitized Substances had been produced from
a single well located on such Tract, and the payment or delivery, as the case may be, of royalty so calculated
shall satisty the obtigation to pay or deliver royalty in respect of Unitized Substances under any such Lease or
other agreement or instrument. Without limiting the generality of the provisions of clause 1512, in the event of any
conflict between the provisions of this clause 703 and the manner in which Crown royalty rates are determined,
the latter shall take precedence.

704. Satisfaction of Royaity Obligations

The Working Interest Owners of each Tract shall be responsible for accounting to the owners of Royalty
Interests in respect of such Tract for any royalty payable or deliverable to such owners in respect of Unitized
Substances, and, except as otherwise expressly provided in subclause 1101(c) and clause 1104, nothing in this
Agreement shali be construed as giving rise to any right entitling an owner of a Royalty Interest in respect of a
Tract:

(a) to look to any Working Interest Owners other than the Working Interest Owners of such Tract for
the satisfaction of royalty obligations in respect of such Tract; or

(b} if the Royalty Interest relates to less than 100% of the Working Interests in the Tract, to look to
any Working Interest Owners other than the owners of the particular Working Interests
encumbered by the Royalty Interest for the satisfaction of obligations in respect thereof;

provided, however, that in the event that the beneficial Working Interest Owners of a Tract are not the same
persons as the lessee under a Lease relating to the Tract, the provisions of this clause 704 shall not be construed
as relieving such lessee of any obligation to account for royaity payable or deliverable to the lessor under such
Lease if the Working Interest Owners fail to comply with their obiigations in that respect.

705. Disposition of Unitized Substances

The share of Unitized Substances allocated to each Working Interest Owner pursuant to the provisions of
clauses 701 and 702 shall be a several share, and the right to possession of, and the responsibility for, such
share shall vest in each Working Interest Owner upon production. Each Working interest Owner shall, not less
than | > days prior to the commencement of praduction of Unitized Substances pursuant hereto, and
thereafter not less than days prior to any change in disposition arrangements, provide the Unit Operator
with a written notice setting forth such information with respect to such Working Interest Owner's arrangements for
the disposition of its allocated share of Unitized Substances (including any portion thereof which is to be taken in
kind by a Royalty Owner) as the Unit Operator may reasonably require in order to facilitate such arrangements.
Such notice shall remain in effect and shall bind such Working Interest Owner until the ater of the date specified
in any written replacement notice in respect thereof and the date 15 days following the date on which such
replacemnent notice is delivered to the Unit Operator. In the event that a Working Interest Owner fails to provide
such a notice, or in the event that any of the disposition arrangements specified in such a notice are inadequately
provided for or are otherwise unworkable or impracticable, or at any time cease to be adequately provided for or
otherwise become unworkable or impracticable, the Unit Operator shall forthwith so notify such Working Interest
Owner, and the provisions of Exhibit "D" shall apply. The Working Interest Owners may from time to time change
the time for giving a notice pursuant to this clause 705, or specify the required form or contents of such a notice,
in which event the Unit Operator shall notify the Crown, and each Working Interest Owner shail notify its Royalty
Owners, other than the Crown, of such change in notice requirements not less than thirty (30) days prior to the
date upon which such change becomes effective. ‘

706. Recovery of Qutside Substances



If any Outside Substances are injected into the Unitized Zone, the first like substances subsequently
produced from the Unitized Zone for saie or for use other than for Unit Operations shall be deemed conclusively
to be such Outside Substances until a quantity equal to the quantity of the Outside Substances injected into the
Unitized Zone is recovered. Unitized Substances which are so deemed to be Outside Substances shall not be
allocable to the Tracts, and accordingly no royalty shall be payabie or deliverable in respect of such substances
as Unitized Substances,

ARTICLE VIl
USE, LOSS AND RE-INJECTION OF UNITIZED SUBSTANCES

801. Use orloss X
o™

The Working Interest Owners shail be entitled to use as much of the Unitized Substances [.-otherthan
-arude~oil] as may reasonably be required for Unit Operations. No Unitized Substances consumed through such
use, and no Unitized Substances lost in the conduct of Unit Operations, shall be allocable to the Tracts, and
accordingly no royalty shall be payable or deliverable in respect thereof. The provisions of this clause 801 shall
not be construed as relieving the Unit Operator or any other Working Interest Owner from any liability which it
would have for any loss of Unitized Substances resulting from its negligence or wilful misconduct.

802. Re-Injection

The Working Interest Owners are hereby granted the right to re-inject Unitized Substances into the Unitized
Zone for any purpose related to Unit Operations. No Unitized Substances so re-injected shall be allocable to the
Tracts until such time as they are ultimately recovered for sale or for use other than for Unit Operations, and
accordingly no royalty shall be payable or deliverable in respect thereof until such time.

ARTICLE IX

APPROVAL OF TITLES
901. Titles Committee

The Working Interest Owners shall appoint a tittes committee to investigate the ownership of the Working
interests and Royalty Interests in all Tracts, and each Working Interest Owner shall be entitled to be represented
thereon. Each Working Interest Owner shall submit to the titles committee such title data and information as the
titles committee may reasonably require from time to time for the purposes of such investigation. The titles
committee shall report the result of its investigation to the Working Interest Owners and shall make
recommendations with respect to approval of titles to Tracts, identifying those Tracts the titles to which it
unanimously recommends for approval.

902, Approval of Titles by Working Interest Owners

The Working Interest Owners may approve or decline to approve the titles for each Tract on such basis as
they consider appropriate in the circumstances. A decision of the Working Interest Owners to approve a title
notwithstanding knowledge of subsisting or prospective deficiencies therein shall not be construed as an
acceptance of or acquiescence in any such deficiency, and shall not refieve any Party of any liability which it
might have under the provisions of clause 903, or of any obligations assumed by it as a Working Interest Owner
under any other provision of this Agreement or the Unit Operating Agreement.

903. Warranty of Title




Each of the Parties having a Working Interest ascribed to it in Exhibit "A"

{a) represents and warrants that it is the owner of the Working Interests ascribed to it in Exhibit A",
and that it has full right, power and authority to commit the said Working Interests to unitization in
accordance with the provisions of this Agreement, and to thereby bind the same; and

(b) shall be liable to each of the other Parties for, and shall indemnify and save harmiess each of the
other Parties against and from, any liability, loss, costs, claims or damages of any nature
sustained by such Party as a result of:

{i) any breach or failure of such representation and warranty, whether in whole or in
part, or
(i) any failure of, or defect in, the title to any of the Working Interests ascribed to it in

Exhibit "A", no matter when occurring or arising.

804. Title Failure Clarification

Without in any manner limiting the generality of the meaning of failure of title, the cancellation, surrender or
other termination of a Lease for any reason whatsoever shall for the purposes of this Agreement be regarded as a
failure of title,

ARTICLE X
ENLARGEMENT

1001. Lateral Enlargement

if at any time {subsequent to the expiration of days] following the Effective Date the Working
Interest Owners wish to enlarge the Unit Area to include any lands in the vicinity of the Unit Area appearing to be
potentially productive of Petroleum Substances from the Wa 4 A?QA . Formation, the Working Interest Owners
may approve the eniargement of the Unit Area to include such lafids on such terms and conditions as the Working
Interest Owners may consider appropriate, and, it such lands qualify for inclusion in the Unit Area pursuant to
clause 502, the Unit Area shall be enlarged to include such lands. Notwithstanding that any owner of a Working
Interest or a Royalty Interest in such lands is already a Party, such owner shall not, for the purposes of the
qualification of such lands pursuant to clause 502, be considered to have executed and delivered this Agreement
until it executes and delivers to the Unit Operator an additional counterpart of this Agreement incorporating
exhibits which reflect the proposed enlargement and which are stated to be effective as of the effactive date of
such enlargement,

1002. Adjustment of Tract Participations

The Tract Participation to be assigned to each Tract added to the Unit Area in accordance with the
provisions of this Article X shall be determined by the Working Interest Owners in conjunction with their approval
of the enlargement giving rise to such addition, and upon such' enlargement becoming effective the Tract
Participations shail be adjusted such that:

{a) the total of all Tract Participations remains one hundred (100%) percent; and

(b) the Tract Participations of ali Tracts other than those being added remain proportionately the
same, relative to one another, as they were immediately prior to the enlargement,

1003. Effective Time of Enlargement
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Each time that an enlargement is effected pursuant to the provisions of this Article X, the Unit Operator
shall revise Exhibits "A"* and "B" to reflect such entargement, and the enlargement and the revised versions of
such Exhibits shal! become effective as of 08:00 on the first day of the calendar month following the date on which
the lands to be included in the enlargement have qualified for inclusion pursuant to clause 502.

1004. No Retroactive Adiustment

Without limiting the generality of the provisions of clauses 203 and 204, no enlargement effected pursuant
to the provisions of this Article X shail at any time give rise to any retroactive adjustment of the allocation of
Unitized Substances.

1005. Title Matters
The provisions of Article IX shall apply, mutatis mutandis, with respect to any lands to be added to the Unit
Area pursuant to the provisions of this Article X, and for the purposes thergof the term "Working Interest Owners"

shall be construed as including the owners of the Working Interests in the fands proposed to be added to the Unit
Area under the relevant enlargement proposal.

1006. Non-Application of Enlargement Provisions

The provisions of this Article X shall not apply during any period in which ail of the Working Interests in all
of the Tracts are owned by a single Working Interest Owner, or by a group of Working Interest Owners all of
which are Affiliates of one another, unless at least one of the owners of the Working Interest in the lands added to
the Unit Area is different from, and is not an Affiliate of, the Working Interest Owners.

ARTICLE XI

TITLE DISPUTES

1101, Working Interest Title Disputes

if the title of a Party to a Working Interest ascribed to it in Exhibit "A” is disputed at any time, both that Party
and any other Party which is a party to such dispute shall be obligated to provide the Unit Operator with notice of
such dispute forthwith upon initiating or being advised of the same. Upon receipt of any such notice, or upon
being directed to do so by the Working Interest Owners in the event that no such notice is given, the Unit
Operator shall, and is hereby expressly authorized to, take possession of all Unitized Substances from time to
time allocable to the owner of the disputed Working Interest pursuant to the provisions of clauses 701 and 702,
sell such Unitized Substances on such reasonable terms as may be available to it in the circumstances, and, after
deduction of such amounts as are deductible pursuant to the provisions of clause 1112, deposit the remaining
proceeds from the sale thereof in an interest bearing trust account until:

(a) the Party whose Working Interest title is in dispute furnishes security, in form and substance
satisfactory to the Working Interest Owners, for its obligation to account to the rightful owner of
the disputed Working Interest should the title of such Party fail in whole or in part, whereupon the
Unit Operator shall cease withholding the affected share of Unitized Substances, and shalil
release any sales proceeds deposited in trust, together with any interest accrued thereon, to such
Party; or

(b} all of the parties to the dispute provide the Unit Operator with a joint written notice directing the
Unit Operator to continue to treat the Party whose Working Interest is in dispute as the rightfut
owner of the disputed Working Interest pending final resoiution of the dispute, and agreeing to
indemnify and save harmless the Unit Operator and all of the other Working interest Owners
against and from any liability, loss, costs, claims or damages arising out of the Unit Operatar's
compliance with such direction, whereupon the Unit Operator shall cease withholding the affected




share of Unitized Substances, and shall release any sales proceeds deposited in trust, together
with any interest accrued thereon, to the Party whose Working Interest is in dispute; or

(@ the title to the disputed Working Interest is established by a final judgement of a court of
competent jurisdiction, or otherwise to the satisfaction of the Working Interest QOwners,
whereupon the Unit Operator shall cease withhoiding the affected share of Unitized Substances,
and shall release any sales proceeds deposited in trust, together with any interest accrued
thereon, to the person rightfully entitled thereto.

In the performance of its obligations under this clause 1101 the Unit Operator shall endeavour where
practicable to honour existing marketing arrangements of which it is aware, and shall not be obligated to take any
steps which would adversely affect any arrangements for the marketing of its own Petroleum Substances. in the
event that the Unit Operator is unable to reasonably effact suitable marketing arrangements for any Unitized
Substances withheld by it pursuant to the provisions of this clause 1101, the provisions of Exhibit "D” shall apply.

1102. Failure to Noti

Any Party which is a party to a Working Interest title dispute and fails to give the Unit Opearator notice of
such dispute forthwith upon initiating or being advised of the same shall be liable for any liability, loss, costs,
claims or damages suffered or incurred by the Unit Operator or any other Party as a result of such failure to notify
in a timely manner.

1103. Notification of Other Parties

Forthwith upon becoming aware of any situation in which it is required to withhold Unitized Substances
pursuant to the provisions of clause 1101, the Unit Operator shall provide notice thereof to all Working Interest
Owners, and to all Royalty Owners which it is aware hold Royalty Interests relating to the particular disputed
Working Interest,

1104. Interim Royalty Arrangements

The Unit Operator shall not in its capacity as such be obligated to account to any Royalty Owner for any
royaity payable or deliverable to such Royalty Owner in respect of any Unitized Substances withheld by the Unit
Operator pursuant to the provisions of clause 1101, unless:

(@) the Unit Operator is provided with a written notice from the applicable Royalty Owner, setting forth
in reasonable detail the terms and conditions of such Royalty Owner's royalty rights in respect of
the Unitized Substances being withheld, directing the Unit Operator to give effect to such royaity
rights, and agreeing to indemnify and save harmless the Unit Operator and all of the other
Working Interest Owners against and from any liability, loss, costs, claims or damages arising out
of the Unit Operator's compliance with such direction, in which event the Unit Operator shall, if it
Is satisfied, acting reasonably, with the ability of the Royalty Owner to fulfil its indemnification
obiigations, compiy with the direction of such notice to the extant that it is practicabie so to do; or

{b) the Unit Operator is provided with a joint written notice from all of the parties to the Working
Interest dispute, setting forth in reasonable detail the terms and conditions of such Royalty
Owner's royalty rights in respect of the Unitized Substances being withheld, directing the Unit
Operator to give effect to such royaity rights, and agreeing to indemnify and save harmless the
Unit Operator and all of the other Working Interest Owners against and from any liability, loss,
costs, claims or damages arising out of the Unit Operator's compliance with such direction, in
which event the Unit Operator shall comply with the direction of such notice to the extent that it is
practicable so to do; or

(©) the Unit Operator is served with an order of a court of competent jurisdiction directing the Unit
Operator to take any particular steps with respect to any royalty rights in respect of the Unitized




Substances being withheld, in which event the Unit Operator shall comply with the direction of
such order to the extent required by law.

1105. Clarification of Qbiigations

In clarification of the obligations of the Unit Operator with respect to notices and orders with which it is
required to comply pursuant to the provisions of clause 1104:

{a) the Unit Operator shall not at any time be obligated to satisfy any royalty payment obligation out
of any funds other than the sales proceeds paid or payable into trust in respect of the Unitized
Substances withheid;

{b) if any royalty rights to which the Unit Operator is required to give effect pursuant to the provisions
of clause 1104 involve the delivery of any Unitized Substances in king:

(i) the obligation of the Unit Operator to deliver such Unitized Substances in kind in
compliance with the reievant notice or order shall take precedence over its obligation
to withhold and sell such Unitized Substances pursuant to the provisions of
clause 1101, and

(i) the Unit Operator shall be entitled to recover from the relevant Royalty Owner all
costs which are properly chargeable to such Royalty Owner in respect of such
delivery in kind under the terms of the relevant royalty rights; and

{c) any amounts required to be paid into or released from trust in accordance with the provisions of
clause 1101 shall be net of any payments made by the Unit Operator in compliance with any
notice or order with which the Unit Operator is required to comply pursuant to the provisions of
clause 1104,

1106. Royalty Qwner Racourse

The provisions of clauses 1101 and 1104 shall not be construed as restricting in any manner any rights of
recourse which a Royalty Owner may have against the Party whose Working Interest title is in dispute, or any
other person having royaity obligations in respect of the disputed Working Interest, for any default in royalty
obligations owing to such Royalty Owner, unless such Royalty Owner is itself disputing the Working interest title
in dispute, or unless the Working Interest title has been put in dispute by virtue of a dispute with respact to such
Royaity Owner's title to a Royalty Interest ascribed to it in Exhibit "A" hereto. If a Royalty Owner is itself disputing
the Working Interest title in dispute, or if the Working Interest title has been put in dispute by virtue of a dispute
with respect to a Royalty Owner's titie to a Royalty Interest ascribed to in Exhibit *A" hereto, such Royalty Owner
shall not be entitled to terminate or seek the termination of any Lease or other agreement or instrument on the
basis of the non-payment or non-delivery of any royalty withheld in accordance with the provisions of
clauses 1101 and 1104; provided, however, that:

(a) the provisions of clauses 1101 and 1104 shall not otherwise be construed as restricting in any
manner any rights of recourse which such Royalty Owner may have against the Party whose
Working Interest title is in dispute, or any other person having royaity obligations in respect of the
disputed Working Interest, for any default in royalty obligations owing to such Royalty Owner,
including, without limitation, any right which such Royalty Owner may have to sue such Party or
other person for restitution or damages, and, subject to the provisions of clause 303, any right
which such Royalty Owner may have to terminate or seek the termination of such Lease or other
agreement or instrument on the basis of any matter other than the non-payment or non-delivery
of royatty withheld in accordance with the provisions of clauses 1101 and 1104; and

(b) the termination right limitations contemplated by this clause 1106 shalt not apply with respect to a
failure of the Unit Operator to comply in any material respect with any notice or order with which
the Unit Operator is required to comply pursuant to the provisions of clause 1104.




1107. Exclusion of Tract

If the title of a Party to a Working Interest ascribed to it in Exhibit "A" fails, and if no other Party then owns
or is otherwise entitied to the benefit of the Working Interest in respect of which title has failed, and if the Tract to
which such Working Interest relates does not re-qualify for inclusion in the Unit Area in the time and manner
provided for in clause 1110, such Tract shall be deemed conciusively to have been excluded from the Unit Area
and to have ceased to have a Tract Participation as of 08:00 on the first day of the calendar month in which the
failure of title is confirmed.

1108. Existing Party Beneficiary

If the title of a Party to a Working Interest ascribed to it in Exhibit "A" fails, and if any other Party then owns
or is otherwise entitled to the benefit of the Working Interest in respect of which title has failed, that Party shail, as
of 08:00 on the first day of the calendar month in which the failure of title is confirmed, be bound by this
Agreement and the Unit Operating Agreement as a Working Interest Owner with respect to such Working Interest;
provided, however, that:

(a) it any such failure of title is the result of the cancellation, surrender or other termination of a
Crown Lease, or of a portion of a Crown Lease, the Crown shall not be bound as a Working
Interest Owner with respect to the Warking Interest in respect of which title has failed, but shall be
obligated to provide, within thirty (30) days of the day on which such failure of title is confirmed, a
bona fide written offer to issue to the Unit Operator, on behalf of the Working Interest Owners as
a whole, for a consideration not to exceed the amount of any outstanding royalty liability refating
to Unitized Substances allocated to the subject Tract prior to 08:00 on the first day of the calendar
month in which such failure of title is confirmed, a new Lease in respect of the A, + ( ZEOQ
Formation in such Tract, covering the same Unitized Substances, and having substantially the
same terms (other than as to the primary term thereof, which shall be the minimum primary term
then permitted by the M;mmm as the Lease, or portion of a Lease, which has
terminated; and oy ""AS“" [V § o—{ M e dob o

(b) if any such failure of title is the result of the cancellation, surrender or other termination of a
freehold Lease, or of a portion of a freehold Lease, the lessor thereunder shall not be bound as a
Working Interest Owner with respect to the Working Interest in respect of which title has failed if
within thirty (30) days of the day on which such failure of titie is confirmed such lessor makes a
bona fide written otfer to grant to the Unit Operator, on behalf of the Working Interest Owners as
a whole, for a consideration not to exceed the amount of any outstanding royaity and freshold
mineral tax liability relating to Unitized Substances allocated to the subject Tract prior to 08:00 on
the first day of the calendar month in which such failure of title is confirmed, a new lease in
respect of the Yyt aﬁi . Formation in such Tract, covering the same Unitized
Substances, and having Substantiaily the same terms (other than as to the primary term thereof, .
which shall be a nominai primary term of ninety (80) days}, as the Lease, or portion of a Lease,
which has terminated.

1109. Response to New Lease Offer

If a new Lease offered pursuant to the provisions of clause 1108 is not accepted by the Working Interest
Owners within sixty (60) days of the date the offer is received by the Unit Operator, the provisions of clause 1107
shall apply as though ng other Party owned or was otherwise entitled to the benefit of the Working Interest in
respect of which title had failed. It a new Lease offered pursuant to the provisions of clause 1108 is accepted
within sixty (60) days of the date the offer is received by the Unit Operator:

(a) the new Lease shall be deemed to have been effective as and from the first day following the day
on which the failure of title was confirmed;



{b) the ownership of the Working Interest granted by the new Lease shall vest in the Working Interest
Owners as tenants-in-common, each as to an undivided interest equal to the ratio of its Unit
Participation to the sum of all Tract Participations, with both components of such ratio to be

determined:

(i) as of 08:00 on the first day of the calendar month in which the failure of title was
confirmed, and

(i} without taking into account the Tract Participation of the Tract in respect of which the
new Lease has been granted; and

(c) notwithstanding the effective date ot the new Lease, and without limiting the generality of the
provisions of clause 1114, the revision of Exhibit "A" to reflect the ownership of the Working
interest granted by the new Lease shall be eftective as of 08:00 on the first day of the calendar

month in which the failure of title was confirmed.

1110. Re-Qualification

If the title of a Party to a Working Interest ascribed to it in Exhibit "A” fails, and:

{(a) if no other Party then owns or is otherwise entitled to the benefit of the Working Interest in respect
of which title has failed, or

(b) if a new Lease offered pursuant to the provisionst clause 1108 is not accepted within the sixty
(60) day acceptance period provided therefor,

but by the last day of the calendar month next following the calendar month in which the failure of title is
confirmed the Tract to which the subject Working Interest relates re-qualifies for inciusion in the Unit Area on the
basis of the criteria set forth in clause 502, then such Tract shall continue to be included in the Unit Area, and the
provisions of clause 1114 shall apply with respect to any changes in the ownership of the Working Interests and
Royalty Interests in such Tract.

1111. Interim Warking interest Rights

If the title of a Party 1o & Working Interest ascribed to it in Exhibit "A" fails, then until such time as a
conclusive determination has been made with respect to whether the Tract to which such Working interest relates
is to be excluded from the Unit Area pursuant to the provisions of clause 1107:

{(a) the Unit Qperator shall, and is hereby expressly authorized to, take possession of all Unitized
gubstances allocated to such Tract pursuant to clause 701, sell such Unitized Substances on
such reasonable terms as may be available to it in the circumstances, and, after deduction of

such amounts as are deductible pursuant to the provisions of clause 1112, deposit the remaining
proceeds from the sale of such Unitized Substances in an interest bearing trust account for the
benefit of the person or persons rightfully entitied thereto; and

{b}) the provisions of the last two sentences of clause 1101, and the provisions of clauses 1103
through 1108, shall apply, mutatis mutandis, during any period in which the Unit Operator is s0
withholding such Unitized Substances.

1112. Deductible Costs

At any time at which the Unit Operator is taking possession of and selling any Unitized Substances
pursuant to the provisions of either clause 1101 or clause 1111, it shall be entitled to deduct from the proceeds
from the sale of such Unitized Substances, or to withdraw from any such proceeds deposited in trust, without
duplication:




(a) the amount of all costs reasonably incurred by it in connection with the post-production handling
and sale of such Unitized Substances, and

{b) the amount of all capital and non-capital Unit Operations costs which are chargeable to the
Working Interest the title to which is in dispute,

provided, however, that if the Unit Operator has become obligated to give effect to any Royalty Interest rights
pursuant to the provisions of clause 1104, it shall not be entitled to deduct or withdraw from any Royalty Interest
share of such proceeds the amount of any such costs which are not properly chargeable to such Royalty Interest.

1113. Rovaity Interest Title Failure

If the title of a Party to a Royalty Interest ascribed to it in Exhibit “A" fails, and if any other Party then owns
or is otherwise entitled to the benefit of the Royalty Interest in respect of which titie has failed, that Party shall, as
of 08:00 on the first day of the calendar month in which the failure of title is confirmed, be bound by this
Agreement as a Royalty Owner with respect to such Royalty Interest.

1114. Revision of Exhibits

Forthwith upon becoming aware of any changes required to be made to Exhibits "A" and "B" as the result of
the failure of any Working Interest or Royality Interest title, the Unit Operator shall revise such Exhibits to reflect
such changes, and the revised versions of such Exhibits shall be effective as of 08:00 on the first day of the
calendar month in which the failure of title is confirmed. In instances in which a Tract is excluded from the Unit
Area pursuant to clause 1107, the Tract Participations of the remaining Tracts shall be adjusted such that their
summation is one hundred (100%) percent and they remain proportionately the same, relative to one anothar, as
they were prior to such exclusion.



1115, Liability

None of the provisions of this Article XI shall be construed as relieving any Party of any liability which it
might have under ciause 903,

ARTICLE Xil
CHANGES IN INTERESTS

1201. Dispositions

In this Article X1l the term "disposition" means any disposition of a Working Interest or a Royalty Interest, or
any interest therein, whether legal or equitable, by way of sale, assignment, transfer, lease, sublease,
conveyance, gift, change of possession or other transaction, and includes, without limitation, any realization upon
any mortgage, charge or other security interest, but shall be deemed conclusively not to include the grant or other
creation of any such security interest, A disposition of an interest in a Tract by a Party shall cover the whole of or
an undivided interest in the whole of such Party's interest in the Tract, and no disposition shall be binding on the
Unit Operator or the other Parties which are not parties to such disposition until:

(a) at least one of the parties to such disposition has given the Unit Operator written notice of such
disposition, together with a copy of a document evidencing such disposition; and

(b) any acquiring parties which are nat Parties have executed and delivered to the Unit Operator a
counterpart of this Agreement and, in the event that the disposition is a disposition of a Working
Interest, any acquiring parties which are not parties to the Unit Operating Agreement have
executed and delivered to the Unit Operator a counterpart of the Unit Operating Agreement.

Upon being provided with all of such items in respect of a disposition the Unit Operator shall revise
Exhibit "A" to reflect such disposition, and the revised version of Exhibit "A" shall be effective as of 08:00 on the
first day of the calendar month next following the calendar month in which such items are received by the Unit
QOperator.

1202. Other Changes

If a Party changes its name or undergoes any other change affecting the information contained in Exhibit
"A", other than by way of a disposition, such Party shall provide the Unit Operator with written notice of such
change, together with a copy of a document evidencing the same. The Unit Operator shall thereupon revise
Exhibit "A* to reflect such change, and the revised version of Exhibit "A" shall be effactive as of 08:00 on the first
day of the calendar month next following the calendar month in which such items are received by the Unit
Operator.

ARTICLE Xiii

EFFECTIVE DATE
1301, Effective Date

The unitization provided for herein shall become effective at 08:00 on the first day of the first calendar
month dollowmg the date of the qualification under clause 502 of Tracts having a combined Tract Participation of
j percent W of the total Tract Participations as originalily set forth in Exhibit "A". A~ D
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1302. Notice of Effective Date



As soon as practicable after the Effective Date, the Unit Operator shall notify all Working Interest Owners
and the Crown of the Effective Date [, and of the Tracts which were included in the Unit Area as of the Effective
Date pursuant to clause 501,] and the Working Interest Owners shail advise their Royalty Owners, other than the
Crown, of the Effective Date.

1303. Release Date

This Agreement shall cease to bind the Parties if the unitization provided for herein has not become

effective on or before the 1st day of __AJO . 1999

ARTICLE XIV

TERMINATION
1401. Termination

The unitization provided for herein shall terminate upon the occurrence of the earliest of:

(a) its termination by the Working Interest Owners by vote taken under the Unit Operating
Agreement,
{b) the expiration of a period of ninety (90) days following the time at which ail wells used for the

production of Unitized Substances have been abandoned, piugged or disposed of, and
{c) its termination in accordance with the provisions of clause 1402,

and the Parties shall thereupon cease to be bound by the provisions of this Agreement {other than the provisions
of clauses 1404 and 1405), and shall thereafter be governed by the terms and provisions of their respective
surviving Leases and other agreements and instruments relating to the Unitized Zone or Unitized Substances;
provided, however, that the provisions of this clause 1401 shall not be construed as relieving any person from any
obligation or liability accruing on its part under this Agreement prior to the termination of the unitization provided
for herein. \nis

R :
1402, Notice to Terminate /3\'\0& ao daﬂ() \J\Qﬂ

If Unit Operations are not commenced within 90- of the Effective Date, or if Unit Operations are at
any time after their commencement interrupted or suspended for any period in excess of q J , any
Party may give the Unit Operator written notice of its desire to terminate the unitization provided for herein. If
upon the expiration of a period of ninety (90) days following the giving of any such notice the Working Interest
Owners have not commencad, or re-commenced, Unit Operations with a view to diligently pursuing the production
of Unitized Substances on a sustained basis, the unitization provided for herein shall terminate. For purposes of
this clause 1402:

(a) the term "Unit Operations" shall be construed as including only those Unit Operations involving
the production of Unitized Substances on a sustained basis, and those Unit Operations of a
substantive physical nature undertaken for purposes of facilitating or enhancing the production of
Unitized Substances or the post-production handling of Unitized Substances;

(b) the ninety (30) day period contemplated by the second sentence of this clause 1402 shall be
exclusive of any period of time during which the postponement, interruption or suspension of Unit
Operations is attributable to the occurrence or subsistence of an event of torce majeure
contemplated by clause 1507, and such ninety (90) day period shall be extended accordingly by
any period of time following the giving of a termination notice during which the postponement,
interruption or suspension of Unit Operations is so attributable; and




(c) the phrase "production of Unitized Substances on a sustained basis" shall be construed as
meaning production of Unitized Substances on a substantially continuous basis, subject to normal
course interruptions attributable to such factors as governmental regulation, generally accepted
production optimization practices, marketing arrangements involving seasonal or other periodic
interruptions in take nominations and events of force majeure contemplated by clause 1507.

1403. Delivery of Notice

Notwithstanding the provisions of clause 1510, no notice of a desire to terminate given under clause 1402
shall be effective unless delivered to the Unit Operator by hand or by courier, on a day on which the Unit
Operator's offices at its address for service are open for requiar business, and any such notice so given shall be
deemed conclusively to have been given and received on the date so deliverad. Forthwith upon receipt of any
such notice the Unit Operator shall provide the Crown and each of the Working Interest Owners with a copy of the
same, and the Working Interest Owners shall forthwith thereupon provide their Royalty Owners, other than the
Crown, with a copy of the same.

1404. Salvaqing Equipment Upon Termingtion

Subject to any provisions to the contrary contained in any Lease or other agreement or instrument relating
to the Unitized Zone or Unitized Substances, or in any surface lease agreement, easement agreement or other
applicable surface rights agreement or instrument, if the Working Interest Owners fail to salvage any equipment or
facilities used in Unit Operations within six (6) months of the termination of the unitization provided for herein, the
Royalty Owners for each Tract upon which any such equipment or facilities are situate shall, unless any such
equipment and facilities are then being used, or are expected to be used, for other operations, be entitled, but not
obligated, to salvage, use, sell or otherwise dispose of such equipment and facilities for their own benefit. The six
(6) month period contemplated by this clause 1404 shall be exclusive of any period of time during which the
Working interest Owners are prevented from salvaging any equipment or facilities by reason of the occurrence or
subsistence of an event of force majeure contemplated by clause 1507, and such six (6) month period shall be
extended accordingly by any period of time following the termination of the unitization provided herein during
which the Working Interest Owners are so prevented from salvaging any equipment or facilities.

1405. Notice to Royalty Owners

Each of the Working Interest Owners shall within thirty (30) days of the termination of the unitization
provided for herein give notice thereof to its Royalty Owners in accordance with the applicable Leases and other
agreements and instruments.

ARTICLE XV

MISCELLANEOUS

1501. Execution in Counterpart

This Agreement may be executed in separate counterparts, and all of the executed counterparts shall
together constitute one instrument and have the same force and effect as if all of the persons executing such
counterparts had executed the same instrument. The Unit Operator shall, upon request therefor, provide a
compilete set of photocopied counterpart execution pages to each Party requesting the same.

1502. Effect of Execution and Delivery
Subject to the provisions of clause 1303, this Agreement shall be binding upon a parson who executes and

delivers a counterpart hersof to the Unit Operator, and such person shall be bound by this Agreement as of the
time of such delivery; provided, however, that if a proposed Tract fails to qualify for inclusion in the Unit Area
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within the time specified in suhrlausaw within the time specified by the Working Interest Owners for the
purposes of a proposed enlargement under clause 1001, the Parties owning interests in such proposed Tract
shail uglen the expiration of such specified time be completely released from this Agreement with respect to such
proposed Tract.

1503. Dual Capacity

It a Party owns a Working Interest and a Royalty interest, its execution and delivery of a counterpart of this
Agreement shall constitute execution and delivery in both capacities.



1504. Subsequent Execution

An owner of an interest in a Tract who has not executed and delivered a counterpart of this Agreement as
of the date the Tract was included in the Unit Area under either Article V or Article X may not thereafter become
entitled to exercise the rights of a Party with respect to such interest except on such terms and conditions as may
be prescribed by the Working Interest Owners.

1505. Enurement

Subject to the provisions of clause 1201, and to the proviso to clause 1502, this Agreement shail enure to
the benefit of, and be binding upon, the respective heirs, executors, administrators, successors and assigns of the
Parties.

1506. No Partnership

Nothing herein contained shall be read or construed as creating a partnership, or as imposing upon any
Party any partnership duty, obligation or liability of any kind, it being the express intention of the Parties that the
respective rights, obligations and liabilities of each of the Parties under this Agreement, and in respect of the
subject matter hereof generally, shall be several, and not joint or joint and several.

1507. Force Majeurs

In this clause 1507 the term "event of force majeure" means any event the occurrence or subsistence of
which prevents a Party from conducting Unit Operations or other operations or activities reiated to the subject
matter of this Agreement, or from performing any obligation under this Agreement, and which is not reasonably
within the control of such Party, and includes, without limitation, an act of God, a governmental directive or
restriction, a labour dispute, and an act of war or other unlawful act against public order or authority, but does not
include a lack of financial resources or available funds or similar financial predicament. Any Party which is at any
time prevented by an event of force majeure from conducting any operation or activity, or from performing any
obligation hereunder {other than an obligation to pay money), shall promptly so notify all other Parties affected
thereby, providing reasonable particulars of the event of force majeure and the operation, activity or obiigation the
conduct or performance of which is prevented thereby, and shall take all such steps as may be reasonable in the
circumstances to remedy such event of force majeure; provided, however, that no Party shall be required by the
provisions hereof to settle any strike, lockout or other labour dispute on terms which it would not otherwise so
settle. If any Party is at any time prevented by an event of force majeure from performing any obligation
hereunder (other than an obligation to pay money), such obligation shall, to the extent that its performance is
prevented by such event of force majeure, be suspended for so long as the event of force majeure continues to
prevent such performance, and the non-performance of such obligation to such extent during such period of
suspension shail not constitute a breach or default hereunder.

1508. Taxes

As between the Working Interest Owners and the Royalty Owners for each Tract, all taxes levied in respect
of the ownership, production or sale of the Unitized Substances associated with or allocated to such Tract shall be
borne in accordance with the provisions of the applicable Lease or other agreement or instrument relating thereto.
[n the event that a Royalty Owner, other than the Crown, fails to pay when due any such taxes which are payabie
by it, the Working Interest Owners for such Tract may pay such taxes on such Royalty Owner's behalf and,
without limiting any other rights of recovery which they might have, deduct the Royalty Owner's share of any
payment so made from any royalty payable or deliverable to it in respect of such Tract.

1509. Delinquent Payment Qbligations

In the event that a Royaity Owner, other than the Crown, fails to pay when due any amount owing under or
in respect of any mortgage, agreement for sale or other instrument or arrangement by virtue of which a third party
claims an interest in a Tract, the Working Interest Owners for such Tract may, with full right of subrogation, pay
such amount on such Royalty Owner's behalf and, without limiting any other rights of recovery which they might
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have, deduct the Royalty Owner's share of any payment so made from any royalty payable or deliverable to it in
respect of such Tract.

1510. Notices

Except with respect to notices and communications between a Working Interest Owner and its Royality
Qwners, the giving of which shall be governed by the applicable Lease or other agreement or instrument, ail
notices and other communications to be given in connection with this Agreement shall be in writing and shall be
sufficiently given:

(a) if delivered by hand or by courier to a Party at its address for service as hereinafter provided, on
any day other than a Saturday, a Sunday or a statutory holiday in ﬁ;’ Yob a .

{b) except during any period of actual or impending postal disruption, if sent by first class mail,
postage prepaid, posted within Canada or the United States, to a Party at its address for service
as hereinafter provided; and

{c) to any Party which has provided a direct telecommunication number as part of its address for
service, if sent by telecommunication to such Party at such number on any day other than a
Saturday, a Sunday or a statutory holiday in-Afgerta. .

Py p‘)"D‘O o—

Any notice or communication given by delivery as aforesaid shall be deemed conclusively to have been
given and received on the date of delivery, any notice or communication given by mail as aforesaid shall be
deemed conclusively to have been given and received on the fourth day following the date of mailing (Saturdays,
Sundays and statutory holidays in Alberta excepted), and any notice or communication given by
telecornmunication as aforesaid shall be deémwlusively to have been given and received on the date on
which the transmission thereof has been completed. NG {’ob& ,?.

 For the purposes of this clause 1510, the address for service for each Party shall be the address set forth
below the place of its execution of the counterpart hereof delivered to the Unit Operator. The Unit Operator may
change its address for service by giving written notice thereof to each of the other Parties, and any other Party
may change its address for service by giving written notice thereof to the Unit Operator. The Unit Operator shall,
upon request therefor, furnish any Party with the address for service ot any other Party.

1511, Time of the Essence

Time is of the essence in this Agreement.

1512. Compliance With Laws and Regulations

In exercising their respective rights, and discharging their respective obligations, under this Agreement, the
Parties shall comply in all material respects with ail statutes, regulations and other lawful governmental directives
from time to time in force in the Province of .3, In the event of any conflict between the provisions of this
Agreement and the provisions of any such s dtite, regulation or other lawful governmental directive, the
provisions of such statute, regulation or directive shall take precedence.



1513. Governing L.aw MAM: (Hlaa-

This Agreement shal! be governed by and construed in accordance with the laws of the Province of Jhisers,
and each of the Parties submits to the jurisdiction of the courts of the Province of Adiserta for the interpratation and
enforcement hereof. MAN g b g

IN WITNESS WHEREOF each of the Parties has executed this Agreement on the date shown opposite its
name hereunder.

DATE: ,19_ .

{(NAME)

{seal}

{seal}

ADDRESS FOR SERVICE:

Fax No.

piroTAL YN+ MOY

This is the execution page of the Agreement entitted "Unit Agreement” - (Name of Unit)"




EXHIBIT “D" to
Unit Agreement — ®icatpac oni¥ No )

FAILURE TO MAKE ADEQUATE DISPOSITION ARRANGEMENTS

1. Definitions

In addition to the definitions set forth in clause 101 of the Unit Agreement of which this Exhibit forms part,
for the Purposes of this Exhibit:

(a) “Affected Substances" has the meaning ascribed thereto in paragraph 2 hereof;

{b} “Market Price"” means, with respect to any Affected Substances being disposed of pursuant to
the provisions of this Exhibit, a sales price therefor which is not unreasonable having regard to
prevailing market conditions and all other relevant factors, including, without limitation, the kind,
quality and volume of such Affected Substances, the term of the sale agreement, the point of sale
of such Affected Substances, and the type of transportation service available to effect delivery of
such Affected Suhstances to such point of sale; and

(c) "Non-Taking party" has the meaning ascribed thereto in paragraph 2 hereof.

2. Dispasition by Unit Qperator

In the event that a Working Interest Owner (the "Non-Taking Party*) fails to provide timely notice of its
production disposition arrangements as required by clause 705, or in the event that the disposition arrangements
specified in any such notice are inadequately provided for or are otherwise unworkable or impracticable, or at any
time cease to be adequately provided for or otherwise become unworkable or impracticable, the Unit Operator
shall have the authority to take possassion of all or any part of the affected Unitized Substances (the "Affected
Substances") and as agent for the Non-Taking Party, to dispose of such Affected Substances in one or more of
the following ways, namely:

(a) by selling such Affected Substances together with and at the same price as the Unit Operator is
receiving for its own share of Unitized Substances under an arm's length production sale
contract;

(b) by selling such Atfected Substances to an arm's length buyer at a Market Price,jf

(©) - by selling such Affected Substances to itself or an Affiliate at a Market Price [with or without the

right to re-sell at a profit?].

3. Term of Arrangement

No agreement for the sale of Affected Substances entered into pursuant to paragraph 2 of this Exhibit shall
have a term in excess of one month unless such term may be terminated without penaity on no more than one
month's notice, or uniess the Non-Taking Party has otherwise agreed in writing.

4. Costs and Fees

In connection with any sale of Affected Substances pursuant to paragraph 2 hereof the Unit Operator shall
be entitied to charge to the account of the Non-Taking Party:




(a) all direct processing and transportation costs incurred by the Unit Qperator on behalf of the Non-
Taking Party in rendering such Affected Substances suitable for sale and delivering them to the

point of sale;




(b) all incremental third party and internal administrative costs incurred by the Unit Operator in
connection with the disposition of such Affected Substances on behalf of the Non-Taking Party;

and

(c) except in the case of a saie of Affected Substances pursuant to subparagraph 2{c) hereof, a
marketing fee equal to [_3 % of the net proceeds of sale of such Affected Substances.] QR

[ in the case of crude oil and wellhead condensate, {$ /m3 or | >2 % of
the net procaeds of sale],

{ii) in thf case of natural gas or solution gas sold in gaseous form, [$ % /103m3]

or % of the net proceeds of sale],
(iii) in the case of natural gas liquids and substances other than those contemplated by
clauses (i), (i) and (iv) of this subparagraph (c), [$ /m® or 2 % of the

net proceeds of sale], and
{iv) in the case of sulphur, [$ ftonne] or | 5 % of the net proceeds of sale},

and for the purposes of this subparagraph (c}, the phrase “net proceeds of sale” means gross
proceeds of sale less costs chargeable pursuant to subparagraphs (a) and (b) of this paragraph 4.

Without limiting the Unit Operator's rights to recover such costs and fees from the Non-Taking Party, the
Unit Operator shall be entitled to deduct ali such costs and fees from any proceeds of sale, and shall have a lien
against all such proceeds of sale as security for the recovery of such costs and fees.

B

/T/,F;e’_ porting and Accountirul—gmwm @'\’V\ \-"{5 '
J L

/ [Unit Operator's reporting and accounting obligations with respect to dispositions of Affected Substances;
should there also be an associated audit right for the Non-Taking Party?]

|
|
|
18, Restoration
|
I

[what is the appropriate time for a Non-Taking Party to restore its position? the end of the term of any
authorized sales arrangement? how much notice should be given?

7. Satisfaction of Royaity Obligations

i [provisions of clause 704 to continue to apply; proviso with respect to Unit Operator failure to account
i pursuant to paragraph 5.]

! 8 Indemunification

[Non-Taking Party indemnifies Unit Operator for any title problems; fit with Article X1.]

9. Disposition of other Working Interest Owners

[two situations: (i) Unit Operator simply delegates/assigns to another WIO, and (i} Unit Operator is the Non-
Taking Party; the first situation is easy, but in the second situation who should have the paramodnt

right/responsibility to market?] L

e -
-

I

[mutatis mutandis application of paragraphs 2 through 8] i

e e




1513. Governing Law

This Agreement shail be governed by and construed in accordance with the laws
of the Province of Manitoba, and each of the Parties submits to the jurisdiction of the
courts of the Province of Manitoba for the interpretation and enforcement hereof.

IN WITNESS WHEREOF each of the Parties has executed this Agreement on
the date shown opposite its name hereunder.

DATE: , 1999

(NAME)

(seal)

(seal)

ADDRESS FOR SERVICE:

Fax No.

This is the execution page of the Agreement entitled “Unit Agreement” Birdtait Unit No. 1




EXHIBIT "D" to
UNIT AGREEMENT BIRDTAIL UNIT NO. 1

FAILURE TO MAKE ADEQUATE DISPOSITION ARRANGEMENTS

1. Definitions

in addition to the definitions set forth in clause 101 of the Unit Agreement of
which this Exhibit forms part, for the Purposes of this Exhibit:

(a) "Affected Substances" has the meaning ascribed thereto in paragraph 2
hereof;

(b} "Market Price" means, with respect to any Affected Substances being
disposed of pursuant to the provisions of this Exhibit, a sales price
therefor which is not unreasonable having regard to prevailing market
conditions and all other relevant factors, including, without limitation, the
kind, quality and volume of such Affected Substances, the term of the
sale agreement, the point of sale of such Affected Substances, and the
type of transportation service available to effect delivery of such Affected
Substances to such point of sale; and

(c) "Non-Taking party" has the meaning ascribed thereto in paragraph 2
hereof.

2. Disposition by Unit Operator

In the event that a Working Interest Owner (the "Non-Taking Party") fails to
provide timely notice of its production disposition arrangements as required by clause
705, or in the event that the disposition arrangements specified in any such notice are
inadequately provided for or are otherwise unworkable or impracticable, or at any time
cease to be adequately provided for or otherwise become unworkable or impracticable,
the Unit Operator shall have the authority to take possession of all or any part of the
affected Unitized Substances (the "Affected Substances") and as agent for the Non-
Taking Party, to dispose of such Affected Substances in one or more of the following
ways, namely by selling such Affected Substances together with and at the same price
as the Unit Operator is receiving for its own share of Unitized Substances under an
arm's length production sale contract; by selling such Affected Substances to an arm'’s
length buyer at a Market Price.

3. Term of Arrangement

No agreement for the sale of Affected Substances entered into pursuant to
paragraph 2 of this Exhibit shall have a term in excess of one month unless such term
may be terminated without penalty on no more than one month's notice, or uniess the
Non-Taking Party has otherwise agreed in writing.




4, Costs and Fees

In connection with any sale of Affected Substances pursuant to paragraph 2
hereof the Unit Operator shall be entitled to charge to the account of the Non-Taking

all direct processing and transportation costs incurred by the Unit
Operator on behalf of the Non-Taking Party in rendering such Affected
Substances suitable for sale and delivering them to the point of sale,

all incremental third party and internal administrative costs incurred by the
Unit Operator in connection with the disposition of such Affected
Substances on behalf of the Non-Taking Party; and

except in the case of a sale of Affected Substances pursuant to
subparagraph 2(c) hereof, a marketing fee equal to 3% of the net
proceeds of sale of such Affected Substances.] OR

[(i} in e case of crude oil and wellhead condensate,
P @ or 3% of the net proceeds of sale],
/

Party:
(a)
(b)
(c)
s K>
b ™

(i} in the case of natural gas or solution gas sold in gaseous form,

/103m3or 3% of the net proceeds of sale],

(iii) in the case of natural gas liquids and substances other than those

‘ T co by clauses (i), (ii} and (iv) of this subparagraph (c),
\5 T /rd3 or 3% of the net proceeds of sale], and

_——._.-'—"——._
(iv) in the case of sulphur,@/ ftonne]] or 3% of the net
proceeds of sale], '

gross proceeds of saie less costs chargeable pursuant to subparagraphs (a) and (b) of
this paragraph 4.

Without limiting the Unit Operator's rights to recover such costs and fees from the
Non-Taking Party, the Unit Operator shall be entitled to deduct all such costs and fees
from any proceeds of sale, and shall have a lien against all such proceeds of sale as
security for the recovery of such costs and fees.



PROGRESS

ENERGY

February 12, 1999

MANITOBA ENERGY & MINES
PETROLEUM AND ENERGY BRANCH DRary
360 — 1395 ELLICE AVENUE .
WINNIPEG MB R3G 3P2
At Rt e T

ATTENTION: MR. JOHN FOX
RE: BIRDTAIL BAKKEN “C” POOL UNIT

Dear Mr. Fox:

Progress Energy Ltd. as working interest owner of the above pool located in section
18,19,20-16-27 W1M is requesting approval to Unitize the Birdtail Bakken “C” Pool Unit.

The freehold mineral owners have approved the Unitization by signing the attached
Petroleum and Natural Gas Lease (refer to Clause 9 in Attachment 1). When we have
Crown approval we will forward one copy to the freehold Lessee and answer any of their
questions.

The Tract factors were calculated using Production and Reserves. Reserves will be given a
50% weighting factor (refer to Exhibit “A”, Table 1,2,3,4) based on Proven Reserves + 50%
of the Probable Reserves. The production data was taken as the average production over a
four-month period.

Since the working interest owner is Progress Energy Ltd. 100%, we have only submitted the
following information.

1. Unitization Agreement which includes:

(a) Tract and Unit participation
{(b) Map of the Unit Area
(c) Type log of Unitized Zone and Geological Maps

Progress Energy would also like to draw to your attention the Lessee located on the NE %
of section 19-16-27W1M. We have included LSD 9 and 10 of section 19-16-27 W1M as
Tract 4 and given the parcel of land a Tract Participation factor of 2.823%. Attached is a
copy of the letter sent to Leila Gwendolyn Whitmore the Lessee and it is assumed that the
Lessee will sign the offer to lease prior to March 15, 1999. If the offer is not signed, we

‘Progress Energy Lid. 520, 520 — Fifth Avenue S.W. Calgary, Alberta T2P 3R7  Phone: (403) 216-2510 ¢ Fax: (403) 216-2514



February 12, 1999 Page 2 of 2

will up grade the remaining owners by their prorata share. Progress will notify the
Governments after March 15, 1999 of Mrs. Whitmore’s decision.

We would appreciate getting approval as soon as possible, so that we can start
implementation of this waterflood as submitted October 21, 1998.

If you have any questions, please contact Jeff Screen, Production Operations Manager at
(403) 216-2510 (ext. 105).

Yours truly,
PROGRESS ENERGY LTD.

Kenneth J. Bowie, P. Eng., M.B.A.
President & C.E.O.

fdm
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g L PROGRESS ENERGY LTD oo ot 2085 .
e T : - (403) 233 2907 FAX
' January 25, 1999 | o | JAN 27 1998
ST | REGEIVED |
Ian Jessiman, - = - :
sc=  COPY
Victoria, B. C. S ‘ 2
VB8R 655
Dear Mr. ]essiman: )
- : ' - Re: . OffertoLease - .
<7 .Mineral rights owned by =
" Leila Gwendolyn Whitmore

~ NE1/419,16 -27 - WPM

Our c.hent Progress Energy Ltd., is currently proposing to create a Unit for the
enhanced recovery of oil in the Birdtail Area and have proposed to include
- - Mrs. Whitmore's quarter section within the Unit boundaries. Progress will
- be 1n]ect1ng water within the producing formation with the intention of
increasing production from the existing pool.. The purpose of the Unit is to
.arrive at a fair and.equitable allocation of reévenues between royalty owners
based upon the respective values of the lands (reserves) they have :

S contnbuted to the umt as mapped by Progress E

"Over the past year we have made numerous attempts to lease these nghts
* starting with a phone call to Mrs. Whitmore in February of 1998 We were -
“directed to her niece, Ms. Marilyn Taylor, who ultimately directed us to you,
indicating that you held a Power of Attorney over the assets of Mrs. ..
Whitmore. On March 9, 1998, after contacting you by phone, we faxed a letter
setting forth the terms of the lease and included a copy of the lease drawn in
- the terms described in the letter and subsequently forwarded a c0py to you at
' your posta] address |

- Durmg subsequent conversatmns you adwsed that the Power of Attorney
would not be sufficient and that you would need to name a Committee (if
properly phrased). Over the past few months you have indicated that the
terms were acceptable to you and that you had not received any other offers to
lease the subject rights. We contacted you on January 22, 1999 and advised
you of our clients intention to pursue the formation of a Unit. You indicated
that lawyers acting on you behalf were pursuing the appointment and that it
would be finalized within four to six weeks. Once the appointment has been
approved, you would be in a position to sign the lease pursuant to the terms
proposed last March.




Our cliént will ;ferwarci’inﬁg- a copyh of thls Ietter along with the1r apphcahon

-

‘to the Mamtoba Government for, theu' approval. “If on or before March 15,

"7 . '1999, we are not in possession of a executed and legally binding lease, their
"7 Unit appheahon will be automatlcally amended to exclude Mrs Whltmore S |

quarter sectmn from the Umt , . o _ J

A copy of tl-us letter w111 be forwarded to your Victoria address and dehvered
to you in Pa]m Sprmgs, Cahforma along with duplicate copies of the leases.

- Your very truly,
MANSQN RESOURCE MANAGEMENT LTD.

. Donald A. Manson






ATTACH MeEvT T
PETROLEUM AND NATURAL GAS LEASE

This Indenture made onthe U) / 7 day ol April i 9 96 _
THE RURAL MUNICIPALITY OF BIRTLE , Birtle, Mar]itoba

BETWEEN: S e e e e
. TTTTTT T T e e T e {herein called the "l essor)
- AND -
MANSON RESOURCE MANAGEMENT LTD. , a body corporate, reglstered to do business in the
Province of Manitoba {herein called tha "l essee’)

THE LESSOR, being registered as owner, or entilled to hecoma registered as owner of (he leased substlances (as herenafler detined} wilhin, upon or under that
certain parcel or Iract of Jand tegally described in Schedule A" atlached herelo and made a part herelo as more parlicularly described and set forih in Cenlicate(s) of

Tite No. of 46974 NEEPAWA

Oid System Deed No. . ___inihe Land Tiles Officeforthe  ___ _ __ __ _ Land Registration Disliict (herein called the "said lands”)
in consideration of the sum of $10.00 paid to the Lessor by the Lessee, the receipt of which Is heraby acknowledged by the L.essor and of an additional consideration as
stipulated in Schedule “A"under the heading "Consideration” attached hereto and made a part hereol and in consideration of the covenants of the Lessee hereinalier
contained, HEREBY GRANTS AND LEASES excluslvelrl unio the Lassee all the leased subslances {as heretnalter delined) subjec! to Ihe royallies hereinaller
reserved, within, upon or under the said lands, together with ail of the present or future right, ttle right, tile estate and interast. if any, of the Lessor in and lo the leased
substances or any of them within, upon or under anylands excepted Irom the said |ands and any roudways, lanes of rights ol way adjoining e said lands, logether
with the exclusive right and privilege 1o expiore for, drili for, operate for, produce, win. lake. remove, slore, real and dispose of the leased subsiances and Lhe right lo
injec! substances into the said lands for the purpose of cbtaining, maintaining ar increasing produclion from the said tands, the pooled lands of Ihe unitized lands and 1o
slore and recover any such substances injected into the said lands.

TOHAVE AND ENJOY the same for the term stiputated In Schedula "A" herelo under the heading “Term” {hereinaller called the “primary lerm”)y comimendcing on the
date hereof and continuing so long thereatter as operalions (as hereinafter defined) are conducied upon the sald lands, Lhe pooled lands or the unitized lands, with na
cessalion, in the case ol each cessation of operations, of more than 90 conseculive days.

THE LESSOR AND THE LESSEE HEREBY COVENANT AND AGREE AS FOLLOWS:
1. INTERPRETATION

In this Leasa the lollowing expressions shall have the following meanings:

(a) “anniversary date” means the date corresponding lo the dale first above wrltten In each year during which this Lease remains i force;

{b) "commercial production” means the sutput from a well of such quantity of the leased substances or any of them as, consideting the cost ot drilling and
production operations and price and quality of the leased substances, aller a produclion 1es1 of suitable duralion and nalure in accordance with good ol held practice,
would commercially and economicaily warrant \he drilling of a like well in 1he vicinity thereal,

(c) "torce majeure" means any cause beyond lhe Lessee's reasonable control end, withoul limitation, Includes an acl of God, strike, lockout, or other industnal
disturbance, act of any public eneimy, war, blockacda, riot, lighthing, fire, storm, ficod, explosion, unusually severg weather conditions, government restraints, including
road bans, but shali not include lack of finances:

(d) "lease year" means a pefiod ol one year commencing on he date lirst above wrilten or any anniversary dale and ending at midiught of the day immediately
precading the next anniversary dale;

{e) "leased substances” means all petroleum, natural gas and related hydrocarbons (excepl coal), and all maiernals and substances (except valuable stone)
whether liquid, solid or gaseous and whelher hydrocarbans or not, praduced in association with pelroleum, naturat gas or related hydrocaibons or found i any waler
contained in any reservair;

(1 "oftsel well” means any well dniled on any spacing unil laterally adjoining the said lands, which spacing unit dees notinclude lands owned by the Lessor or. d
owned by the Lessor, nol under lgase to the Lessee;

(g} "operalions” means any of the following:

(i) dritling, lesting, completing, reworking, recompleting, deepening, plugging back or repaiting a well or equipment on o i the said jands of injecting substances
by means ol a well, in search for or in an endeavour lo oblain, maintain or increase production of any leased substance from the said lands, the peoled tands or
the upitizediands;

{ijthe production of any leased subslance;

{iiiihe recovery of any injectec substance; or

(iv)any acts for ar incidental 1o any ot the foregoing,

{hy "poolec lands” means all or apy portion ol the said lands and such other fands as may have been pooled, which pooling shatl not exceed a spacing unit m
accordance with the terms hereol or pursuant to any agreement, or any statule, regulalion, order or direchive of any governmenl or any govemmental agency.

(i) "rental" shall have the meaning given in paragraph 2;

{j) "said lands" means all the lands and all zones and formations underlying the lands described above as the "said lands”, ot such portion of pontions thereu! as
shallnot have been surrendered,

{x} "spacing unit” means the area allocated 1o a well from hime 1o time on or in the vicinity of the said lands, lor the puipose of dilhing 1or of producing, as he case
may be, the leased substances or any of them. as defined or prescribed by or undar any stalute, regulation, order or directive ol any governmen! or any governmental

ency.

o () "suspended well payment” shall have the meaning given in paragraph 3,

{m) “unitized landg” means all or any porion of the said lands and such other lands as may have been unitized in accordance wilh the lerms hereol or pursuani lo
any agreement, stalule, or any reguiation, order of direclive ol any government of any governmental agency,

(M "Unit Agreement” means any agreement for the developinen! or operabion of all or any partion of the said lands logether with other lands as a single uni vaihoul
regard to separate ownership and lor the allocation of costs and benetits on a basis as defined In the agresment.

2 RENTALS

The Lassee shall, on orbetore the dale on which the addilional consideration provided for above Is payable. pay 1o the | essor a sum as stipulated in Schedule "A"

harato under the heading "Rentals (Lump Sum)”

3. SUSPENDED WELLS

If, at the expiration ol the primary term or at any time or limes theraaler, there |s any well on the said lands, the pooled lands, or the unilized lands. capable of
producing the teased substances or any of them, and all such wells are shul-in or suspended, this Lease shall, nevertheless, continue in lorce as though operalions
were being conducted on the said lands, for so long as all the said wells are shul-ln or suspended and 5o long thereatler as operalions are conducied upon the said
jands, the pooled lands or the unitized lands, with no cessalion, in the case of each cessation of gperations, of more Ihan 80 conseculive days. I no royallies are
otherwise payable hereunder during a lease year after the primary term within which such shul-in period or periods occur and during such lease year no other
operations are conducted on the said lands, the pooledlands, or the unitized lands then, on or before the end of such lease year, the Lessee shall pay to the L essor a
sum of money in the amount stiputated in Schedute "A™ herelo under the heading "Suspended Well Payments™, wilhin 90 days after the expiry of such lease year
(herein called the "suspended well payment™}.
4 ROYALYIES

{a) The Lessee shall pay i the Losaar, ol ihe rate stpdlated in Schedule "A" harew unded v heading "doyadilies”, a icyally wo gl of the leased substanen
produced, saved and sold, ur used by the Lessee lor a purpose other than thal described in subclause [b) hereof, Irom the said lands; provided hatin no event shall ihe
current market value be deemed 1o be In excess of the value actually received by the Lessee pursuant 1o a bona fide. arm's lenglh sale or iansaction The royally as
determined under his clause shall be payabie on or belore e 15t day of Ihe second month loliowing Ihe month in which the leased subslances, with respect to which
the royalty is payable, were produced, saved and sold, or used by Ihe Lessee for a purpose ather than thal descnibed in subclause (b} No oyally shall be payable 1o
ihe Lessor wilh respect 1o any substance injected into and recovered from the said lands, other than leased subsiances originally produced lrom the said lands 1o

b which a rayalty has not been paid or payable. Tle-temorsheirsoartireasonabiaprapertionuh-any-expenseincuried by the tesgee tor separaling, feating
=
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{b) Notwithslanding anything 10 the contrary herein conlainad of implied, the Lessea shall be entitied lo use such parl of the producton ol leased subslances tiom tt £
said lands as reasonably may be required and used by he Lessee In Its operalions hereunder on ihe saidlands, the pooled lands or lhe wnitized lands and fhe L essor
shall not be entitted 10 any royalty with respect to leased substances so used.

{c) The Lessor agrees that the royalty reserved and payable hereunder in raspect of tha leased subslances shall be inclusive of any pnior disposiion ol any royally
ot olher interestin the leased substances, and agreas to make all payments required by any such disposition out of {he 1ayally received hereunder and to indemnity
and save the Lessee harmiess from 1ls failure lo do so; pravided, howaever, that the Lessee may elect by nolica in wiiling o the Lessor 1o make such payments on
behaif o the Lessor and shak have the right 1o deduct any such payments made from the royally, remal and suspended well payments otherwise payable to the Lessor

{d} The Lessee shall make available to the Lessor during narmal business hours al the Lessea's address for notice, lhe Lessee’s records relaling to the leased
substances produced trom or allocaled lo the said lands.



S.LESSERINTEREST

Il'the Lassor's imMerest in the leased subslances is less than the entire and undivided lee simple estale, Lhe royallies, 1entals and suspended well paymanis herein
provided shall be paid 10 1he Lessor only in tha proportion which such Inlerest bears to the anlire and undivided lee.
6TAXES PAYABLE BY THE LESSOR ‘

The Lessor shall promptly pay all laxes, rales and assessments that may be assessed o levied, directly or indirectly, against the Lessor by reason of the Lessor's
Interast in production of laased substances obtalnad fromthe sald lands, of the Lessor's ownership of the leased substances.
7.TAXES PAYABLE BY THE LESSEE

The Lessee shall pay alltaxes, rales and assessmenls thal may be assessed of levied in respect o the operalions ol the Lessae on, in, over or under the said lands.
and shall lurther pay all taxes, rates and assessmants that may be assessed or levied directly or Indirectly against the Lessea by reason of the Lessee’s inlerest in
production ol leased substances Iromthe said lands, Tha Lessea shall on the wrltlen request of the Lessor, accompanled by such lax receipts, statemants or tax
natices as the Lessee may require, and at the rate stipufated in Schedule "A" herelo under the heading “Taxes payabla by tha Lessee”, relmburse the Lessor lor any
laxes assassed or imposed on the Lessor whila ihis Lease remains in force by reason of the Lessor being the registered owner of the leased-subslances or being
entitled 10 become such owner; provided that the Lessea shall, at tha written request of tha Lassor, pay lha Lessor's said percentage of said lax and be reimbursed
Irom any sums payable 10 the Lessor under this Lease.
8.OFFSET WELLS o . ] ] ‘

I commercial production is obtained after the date of this Lease from an offset well, then unless (i} a well has been or is being drilled on the spacing unit of the said
lands laterally adjoining the spacing unit of the offset well and intc the zorie or formalion from which commarcial production Is being oblained trom the offset well, or
(if) ail or pant of the spacing unlt of the sald lands laterally adjeining the spacing unit of the offset well has been pooled of Inciuded In a unit in which the pooled or
unitized substances include production lrom the sama zone or formation from which production is being oblained from the offsel well, the Lessee shall within 6 months
from the later of the dale of the olfset well being placed on commercial production or, If Infotmalion with respect to the amount of production from the offset well is
restricted pursuant fo any statute, regulation, order or direclive of any government or governmantal agency and such infoimalion is unknown to the Lessee, unlil one
month aller such information is made public: ) )

(a) commence or causs lo ba commenced operations lor the drilling of a well on the spacing unit of thal portion of tha said lands which comprises or is included in
the spacing unit laterally adjoining the spacing unit of the offset weil and thereatter drill, o cause lo be drifled the same Lo the zone or formation from which production
is betng obfainad from the ofiset well; )

{b) pool or unitize that portion of the said lands which comprises of is included In the spacing unit laterally adjoining the spacing unit of the offset well, such pooling
or unitization to include production from the same zone of formalion from which the offset well is being produced;

{c) surrander all or any portion of the said tands pursuand to the provisions herecl, provided thal the suirender shall include but may be limiled ta the zone of
lormalion from which production is being oblainad from the ofse! well underlying Lhat portion of the said lands which comprises of is included in tha spacing unit
laterally adjoining the spacing uni of he offset well; or )

(d) pay to the?_assor al suchlimes as royally would be payable pursuant 1o the provisions of this Lease, unlil the provisions of paragraphs {a), (b} or (c) of this
clause ara mel, a royalty which shall ba proportionately equivalent on an acreage basis 1o such royally as would have baen payable o the Lessor it the leased
subslances produced from Lhe offset well ware actually being produced from a well on Lhe sald lands which commenced production on the last day of tha said 6-month
period; provided however, that should any spacing unit ol the said lands Ialeralllr adjoin more than ona spacin? unit upon which Is localed an offsel well, the rayalty
which the Lessee may elect lo pay o the Lessor pursuant to this subclause shall be calculatad on tha averaga of the production from the offset wells, such average (o
bs calculated by dividin%‘ma total preduction from all of such olfset wells by the numbar of all such ofiset wells.

Notwithstanding anything herein conlained, the obligations Impeosed by this clause shall be deamed not lo have arisen il {a) the ofiset well shall cease Lo be capable
o! or ceases commaicial production during tha said 6-maonth patiod, or (b) the offset well is productive primarily or only of natural gas and the Lessee has not
praviously arranged an adequate and commaercial market for the natural gas which might be produced from any well 1o be drilled pursuant [o this clause.

Q.POOLILG AND UNITIZATION

{a} The Lessea is hereby given the right and power at any lime and {rom time to ima dunng and afer the piimary term 1o poai the said lands, or any partion thereol,
or any zone of formation underlying the said lands or any Eonion thereol, or any of the leased subslances therein, wilh any other lands or any zons or formation
underlying such other lands or any portion thereol, or any of the leased substances therein, but so that the olher lands or any zone or fotmalion thereof, together with the
said lands or any 2one or formation theredl, shall not exceed one spacing unil. The Lasses shall lhereatier give wrilten natice la Lhe Lessor describing the extent o
which the said lands are being pocled and describing the spacing unit with res pect lo which they are so podled. In the event of poaling there shall be allocaled 1o that
portion of the said lands Included in the spacing unit that proportion of 1he lotal production of Lhe leased substances from the spacing unit, after deducting any leased
subsiances used in operations onthe pooled lands, which the surlace area of that portion of the said lands placed In lhe spacing unit bears 1o the lotal surlace area ol
the lands in the spacing unit. The production 50 allocated shall be considered lor all purposes, including the payment of royalty, Lo be the entira production of the leased
substances lrom the portion of the said lfands included in the pooling in the same manner as though produced from the said lands under the larms of this Lease.

(b) The Lessee may terminate any pooling pursuant lo subclausa (a) of this clause and thereafier shall give written notice to the Lessar,

(c) If the spacing unit pooled under this clause is varied of lerminated by any statute, regulalion, order or directive ol any government or governmental agency, o il
tha pooling is terminated or invalidated by reason of the termination or expiration of a leasa coveiing any lands, other than the said lands, within the spacing unit, or any
other cause beyond the Lessee's reasonable control, and this Lease would clherwise tarminale as a result of such varialion or termination of the spacing unit of such
lermination of invalidation of the pooling, this Lease shall nonetheless continue In force for a period of 90 days after the Lessee receives nolice thal the spacing unit has
been varied of terminaled or the pooling has been terminaled or invalidated and the larm of he L.ease may be extended lurther pursuant to olher provisions of Lhis
Leass, including without limitation the commencement of operalicns, within tha said 90-day period.

{d) The Lessee is heraby given the righl and power al any time and [rom lime lo lime during and afler tha primary term to include the said lands of any portien
thereol or any zone ot lormation underlying the said lands of any portion thereol, or any of the leased subslances therein, in a Unit Agreement for the unilized
development or operation thereo! with any cther lands, o7 any zone or lermation underlylng such olher lands, or any of the leased substances, therein, if such bacomas
necessary or desirable in the opinion of the Lessee. The Lassee shall thereatter give written notice to the Lessor stating that the said lands are being or have been
undtized. The basis and manner of any such unitizatlon, the manner of allocating unitized productlon among the several lracts of unilized lands, and tha contenis of any
such Unit Agreament shall be inthe scle discretion and determination of tha Lesseas, sxercised bona lide, and when so determined shall be binding upen the Lessor.

(@} In the avent of unilization, the produclion of leased subslances which are unitized shall be allocaled Lo thal portion ¢l the said lands included in tha unil in
accordance with the tetms of the Unit Agreement. The production sc allocaled shall be consideraed for all purpases, Including the payment of royally, 1o be the enlire
production of the leased substances from (he portion of the said lands included In Ibe unil in the sama manner as though ptoduced from the said lands under the terms
ol this Lease. Upon natice (rom the Lessor, the Lessea shall provide the Lessor with a copy of the Unit Agreement wilhin a reasonable lime after tha right and power
granted heraunder has been exercised. The Lessee shall also have the right and power 1o withdraw the said lands, or any portion or portions of the said lands or the
leased subslances, fromthe Unit Agreemant and shall glve lhe Lessor written notice thered .

(N Any operations conducted on Ihe pooled lands or the unilized fands, whether conducled belore, ater or during the exercisa ol the rights and powers granted under
this clause, of the presence of a shul-in or suspended well on the pooled lands or the unitized lands, shall have the same ellsct in continuing this Lease in force and

ellect during the tarm hereby granted or any renewal or extension thereol as i such oparations ware upon the said lands, or as il said shul-in or suspended well were
located on the said lands.

10.CONDUCT OF OPERATIONS

The Lessee shall conduct all operalions on the said lands in a diligant, careful and workmanike manner and in compliance with the provisions of any statutes,
fegulations, orders or diractives of any govornment or governmental agency applicable to such operations, and where such pravisions conllict wilth the terms ol 1his
Lease, such provisions shall prevail.
11L.INDEMNIFICATION

Tha Lessee shall indemnily the Lessor agalnst all actions, suits, claims and demands by any parson or persons whomsoever in respect of any loss, injury of
damage arising out of or connected with any operalions carrled out by the Lessee on the sald lands, the pooled lands, or Ihe unitized lands unlass such loss, injury or
damage was caused by the ac! or omisslon of 1he Lessor, s agents, employess or contraclols,

12. DISCHARGE OF TAXES AND ENCUMBRANCES

Tha Lessee may at the Lessae's optlon pay or discharge the whole or any portion of any withholding or other tax, charge, mortgage, lien or encumbrance payabia,
incurred of created by the Lessor of tha Lessor's predecessors of successors in tile or interest which may now or hereafier exist on or against or in any way affact
Ihe said lands or the leased substances, in which event the Lessee shall be subrogaled to the rights of the hoider or holders thereol and, al the Lessae’s option, may
reimburse itsell by applying the amount so paid by the Lesses a?ainsl the consideration payable hereunder, the rentals, suspended well payments, royallies, of ciher
sums accrued of accruing o tha Larsar under tha terms of this | ease, and pny sums so epptad shall, tor all purpasas of this Lease, be deemed tu hava bean paid to
and received by the Lessor in payment of the consideralion payable hereunder, rentals, suspended well payments, or royalties, or other sums accrued of accruing 1o
tha Lessor undas the lerms of this Lease, as the case may be.

13, SURRENDER

{a) Notwithslanding anrhing herein contalned, the Lessee may, al any time or from time to time, by written nolice to the Lessor, surtender this Leasa as la the
whole ot any parl of the leased substances or the said lands or beth of them, and this Lease shall lhersupon lerminale as to the whola or any parl of the leased
subslances or of the said lands or both of them so surrendered.

(b) Upon the said termination, the Lessea shall be released from all obligations accrued or o accrue respecting the said lands or Lthe leased subslances or hoth of
them so surrendered excepting accrued royalty, rentals, suspended well payments, taxes and assessments. Any rentals paid shalt not ba relunded.

"1¢) Upen the said termination, suspended well payments and the obligalion to pay rental and royalties shall be extinguished or proportionately reduced as the case
may be, provided that if the Lessee surienders alf or any part of the sald lands by zone of lormalion Lhe rental hereinbefore specilied shall not abate.
14. REMOVAL OF EQUIPMENT

Tha Lessee shallhave al alltimes during the currency of this Lease and for a period of 6 months aftar ils larmination, tha right to remove from the said lands all or
any of néFnAaGICinary, equipment, structures, pipelines, casing and materials whether placed upon, within or under the said lands.

1. D T -

(a} )1, belore or alter the expiry of the primary term, the Lessor considers Lhal the Lessea has not complied with any provision or obligation of this Lease, including
but not limted to a failure to give notice or lo pay inthe manner specitied any rental, suspended well payments, rayally or olher sumns for which specilic provision is
mada in this Lease, the Lessor shall notify the Lessee in writing, describing in reascnable dalail the alleged breach or breaches. The Lessee shall ﬁgve 30 days after
receit of such notice lo;

{i) remady or commenca (o remedy lhe breach or breaches allegad by the Lessor, and thereahter diigently continue to remedy tha sama; or

{in) cornr:xe;ﬁr;f and diligently pursue proceedings for a Judicial determination as lo whether the alleged acts or omlissions conslfute a breach or breaches on the
part of the Lessee.



{b) The perfarmance of any act by the Lassee Intended o remady all or any of the alleged breachas shall not be deemed an admission by the Lessee thal it has
talled 10 perform Its obligations hereunder. If the Lessee talls to femod! of commence to remedy a breach of breaches within the 30-day periad, of I having o
commenced 1o remedy a breach or breaches therealter falis to continue ligently to remedy the same, and If proceedings have not bean commenced for a judicial~
delsrmination as aloresaid, this Lease, except for the Lesses's right with respect lo tha remaval of equipment and lts obligation ta remove any reglstered document In
relation to this Lease, shalthereupon terminate and it shall be lawlul for the Lassor lo re-enter the sald lands and o repossess them. It pmceedlnﬂs for a |udicial
determination are commencad within the aforesald perled of time, this Lease shall not lerminate untll the existence of such breach has been finally judiclally
datermined: nor shall it terminate if the Lessee within 30 days of such final detesmination has remedied or commenced to remedy the breach or breaches, and having
so commenced 1o remady tha braach or breaches, thersafter diligently continues lo remedy the same.

{¢) Notwithstanding anything conlained in this Lease, this Leasa shall not lerminate nor ba subject to forfeltura or canceliation If there is localed on the said lands of
anthe peoled lands of on the unitized lands a well capable of ﬁroduclng leased subslances or any of them, or on which operations are being conductad; and, in that
avent, the Lessor's remedy for any default under this Lease shal be for damages only.

16. FORCE MAJEURE

{a) If operatlons are intarrupted or suspended or cannot ba commenced as a result of lofce majeure, this Leasae shall not lerminate during any such petiod of
intarruption, suspension or Inability 10 commence caused thareby or lor 30 days theeafter,

(b) If tha Lessee Is unable, In whale or In part, by force maleura to carry out lts obligations hereunder, olher than any obligation 10 fnake payment of any monles due
hereunder, than the obligations of the Lesses, solar as they are affected by such force majeure, shall be suspanded during the continuance of any inablity so caused,
and the cause of tha forca majaure so far as possible shal ba remedied with all teasonable dispatch.

(c) Nothing herein shall requlre the settiemert of strikes, lockouts of other labour distwrbances except in the sole discretion of the Lesses.

17. QUIETENJOYMENT N ]

The Lessot cavenants and warrants thal, subject only lo such mortgages and encumbrances conlained In the existing Certificate ol Tille, the Lessor has nol
disposed of the Lessor's interest in all or any part of the sald lands and the leased substances, and has the right and full powet 10 enter Into this L ease and Lo grant and
demise the sakd lands and the leased substances and that the Lesses, upon observing and peiforming the covenants and conditions on the Lessea's pait to be observed
and parformed, shall and may peaceably possess and enjoy the same duflng the prmary tetm of this Lease and any extensions thereof without any Interruption or
disturbanca Irom of by the Lessor or any person clalming unders or through the Lessor.

18. FURTHER ASSURANCES

The Lassor and the Lessee shall each do and perform all such further acts and execuie and deliver all such deeds, documents and wrilings and give all such further
assurances as may be reasanably required In order 1o fully parform and carry outihe lems ol this Lease.
19. MANNER OF PAYMENT

{a) All paymanis lo the Lassor pravided lor in this Leass shalt, al the Lessea's option, be paid or tendered elther Lo the Lessor of 1o the deposilory named in of
pursuant 10 this clause, and ali such payments of tanders may be made by cheque of diaft of tha Lesses ether mailed or dalivered 1o the Lessor oi 10 &4l deposilory,
which chequa or draft shall be payable In Canadian Funds. it Paymont Is made by the L essea to the deposhtory, the Lessor does heraby appolnl the bank, trust
company, credit unlon of treasury branch named In Schedule " A" harato under the haading "Mannet of Payment® as the sole deposiiory lor the racelrl of all monies

ayabie under this Leass, and the Lessor agrees that salkd depository and its successors shall ba and cortinue as its agent for the receipt of any and all sums payable
ﬁereundar. regardless of changes of ownership (whether by assignment, succasslon or olharwise and whether In whole or in part) of the sald lands or the leased
substances or ol the cansidaration payable hereunder, rentals, suspended well payments of royalties lo accrue hereunder. Any payment malled to tha Lessor or 10 the
depository shall be deemed to have been paid 4 days {excluding Saturdays, Sundays and steiutory holidays) after daposil In any mall bax or post office.

(b) The Lessor may not cancal tha appolntment af a deposiory wilhouldaslgnatl? & successof but may al any time designale a new depository by giving written
notice to the Lessee specilying the name and address of such newd sitory; provided that
i) only a bank, trust company, credit union, or treasury branch in Canada may be designated as a depository.
iy only one drﬂ)ository shall be designated at any one time, regardiess of whether or not any monies payable hereunder are, or become, payable lo mote than cne

SN, al .

ili) tphee Lessea shall not ba required lo recognize any new depository untlithe axplration of 45 days from the receipt by it of the nolice in writing, but this shall nol
prohibit the Lessese from making payment to the naw dapository prior 1o the expiration of the 45-day petlod. All payments or tenders made o such new
daposiory shall be deemed 1o have been made in accordance with the terms of this Lease.

{c) I any depasitory shall at any tima resign, o fail or 1sfusa to act as the deposiicry hereundar and a new depository is not designated by the Lessot pursuant fothe
terms of his clause withln 10 days from such resignation, fallure of refusal to act, then the Lesses at its option may deslgnata a depository hereunder, which depasitory
shall be entitled to charge lts usual fees and collect same from the Lessor, and said depository shall be the deposlitory o all Intents and purposes as it originally
appointed by the Lessor.

{d) Should the Lessor ba a non-resident ol Canada, the Lessor acknowlad%as and agrees ihat the Lessee may deducl incoms, withholding or ather laxes lrom any
payment {0 tha Lessor in compliance or Intended compilance with the provisions of the income Tax Act, tax agreamens ar trealies or other statutes of Canada or ils
Provinces as are lrom lime 1o time enacted and amended, whereupon the timely remittance by the Lassee of the balance of the payment lo the Lessor shall be deemed
to constitute full performance by the Lessee in respect of such paymaent.

20. ASSIGNMENT

Each of the parties hereto may delegate, assign, sublet or convey 1o any other person, lirm of corporalion all of any of the properly, powers, fighls and inleresls
ohtained by or confesrad upon them respectively by this Lease and may enler into ail agreemants, contracts and wrilings and do ali necessary acts and things to giva
effact tothe pravision of his clause; provided that no assignment by the Lessor shall be binding uponthe Lesses, notwithslandin? any actual of constructive notice of
knowledge thereaf, unless and except when tha same be for the entire Interast ol the Lessor. The Lesses need not acl on ang assignment untl 45 days atter the Lesses
has been actually lurnished with the evidence satisfactory toit o such nsslggmanl. Alt paymants mada within the aforesaid period to the party or artles who would
have baan entiled to the same In the absence of such assignment shail be deemed 10 have been made in accordance with the terms of this Lease. The foregoing shall
nol, however, prohibit the Lessea from acting upon the assignment prior 10 the axpiration of the aloresaid 45-day perlod and all payments of tenders made in
accordance with such assignment shall be deemed lo have been made in accordance with the terms ol this Lease; pro\.-l:ied further that if the Lessee shall assign this
Lease as to any par or parts of the said lands, then the rental, suspended well payments and royalties shall be apportioned among the soveral lease holders ratably
according to the surface area of each and should the assignee or assignees ol any such part or pars fall lo pay the proportionate part of the rental, suspended well
payments and royaltles payable by him o them, such failure 1o pay shall not alfect this Leasa insolar as it relates to and cOmprisas lﬁea part of pans of the said fands in
respact of which the Lessee or i's assignees shall have made due payment.

21. NOTICES

{a) All notices, communications and stalements {harein called “notices”) required or permitted hareunder shall be In writing. Notices may be served:

iy parsonally by delivering them to the party onwhom they are to be served at the JW"YS address herelnalfter given, plcwﬁed such delivery shall be during normal
business hours. Perscnally served nolices shall be deamed recaived bnlhe addressees when actually delivered as aloresald; or

ii) by telegraph or telecommunication (or by any other like mathod by which a written and recorded message may be sent) directed 10 the party on whom they are
1o served at tha party's addrass hereinafter given. Notices so served shall ba deemed recelved by the raspaclea addressaas Lthereol { 1) when aclually received
by them if received wilhin the normal working hours of a husiness day, or {2} al the commencement of tha next ensuing business day following transmission
thereof, whichever is the earlier; or

iii) by maiting them first class {alr mali f 10 or from a locatlon outskla of Canada) posl, postage prepaid, (o the party on whom ihey are to bé served. Notices 5o

served shall be deemad to ba recelved by the addresses at noon, local ime, on the earliar of the actual date of receipt of the 4th day {excluding Saturdays,
Sundays or statutory holidays) following the mailing thereol. No notice shall be effective lf maiied during any perlad In which postal WOIKHS areonstrike or it &
stiike of postal warkers is imminent and may be anticipatad lo attect normal dellvery of the notice.

The address for service of nolices shall be as designated In Schedule "A" herelo under the heading "Notices®.

c) Any panK may change its ackiress for sarvice by notica to the othar party served as aforesald.

d) Nothing herein shail in any way affect the methed of the payment of monles as set oul In clauses 19 and 20 of this Laase.

22. ENTIRE AGREEMENT

The lerms of this Lease constitute tha entire agresment betwaen the partles, and no implied covenant of liability of an kind is crealed or shall atise by rsason haidof
of anything contained hereln. This Lease supersedes and replaces all previous oraf or writen agreaments, memoranda, cofrespondence of othel communications
betwaen [he parties refating to the subject matter hereol. The partles recognize that the lerms of this Lease may be moditied or alfected by statute, regulation, order, of
directive of angr?ovemment or govarnmanlal agency.

23. NO AMENDMENT EXCIPT IN WRITING

No amendment of variation of tha terms of this Lease shall be binding on any party unless il Is evidenced in writing exacuted by the paries.
24. TIME OF THE ESSENCE

Time shall be of the essence.

25 ENUREMENT

ThiSSEL\BIE?; Asg;aﬂllggure 1o the benelit of and shall ba binding upon the parties hareto and thell respactive heirs, execulors, adminisirators, SUCCOSSOIS and assigns.
26. -~

It any provision hareof becomes llegal or unentarceabla, the provision wil be desmed to be severed and the Lease shall continue as amended.

SIGNED, SEALED AND DEUVERED inthe presance of
/L. g
Wilness as to signature of Lessor ({ Lessor v
MANSQ S;;Z?ZAGEMENT LTD
00
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UNIT AGREEMENT

BIRDTAIL BAKKEN “C” SAND UNIT

WHEREAS the Parties own Royalty Interests and Working Interests, or either
of them, in the Unitized Zone; and

WHEREAS the Parties desire that the Unitized Zone be developed, produced
and operated as a unit, all as hereinafter provided;

NOW THEREFORE in consideration of the covenants herein contained, the
Parties agree as follows:

ARTICLE |

DEFINITIONS

101. Definitions

In this Agreement:

(a)

(b)

(c)

(d)

(e)

“Bakken Sand” means that portion of the Bakken Sand which is
identified in the well Northrock Birdtail 9-5-16-27W1, located in legal
subdivision 09 of Section 05 in Township 16 in Range 27, West of the
Prime Meridian (W1M), between the depths of 517 and 523 meters
below the Kelly Bushing as shown on the 523 portion of the Neutron-
Density Log recorded in the said well and attached hereto as Exhibit
“C".

“Drainage Unit” means the area allocated to a well by the Minister
with respect to the Bakken sand for the purpose of drilling for or
producing Petroleum Substances;

“Effective Date” April 1, 1999;

“Lease” means an instrument granting a Working Interest in the

Unitized Zone;

“Minister” means the Minister of Energy and Mines of the
Government of the Province of Saskatchewan;

Unit Agreement — Birdtail Bakken “C” Sand Unit



(f)

(9)
(h)

(i)

()

(m)

(n)

(0)

(P)
(@)

(r)

-2-

“Qutside Substances” means any substance initially obtained from
any source other than the Unitized Zone or any Unitized Substances
with respect to which royalty has been paid;

“Party” means a person who is bounded by this Agreement’

“Petroleum Substances” means a petroleum natural gas and other
hydrocarbons {except coal} or any of them;

“Royalty Interest” means any interest (other than a Working Interest)
in Petroleum Substances or the proceeds from the sale of such
interest, produced from the Unitized Zone, but does not include the
interest of a person as a purchaser of Petroleum Substances after
production;

“Royalty Owner” means a Party owning a Royalty Interest in or in
respect of Unitized Substances;

“Tract” means a parcel of land described and given a Tract number in
Exhibit “C” and shown in Exhibit “B”;

“Tract Participation means the effective percentage allotted to a
Tract pursuant to Article VI and set forth in Part 1 Of Exhibit “C";

“Unit Area” means the lands described in Exhibit “C” and shown in
Exhibit “B™;

“Unit Participation” means, with respect to each Working Interest
Owner, the sum of all of its Tract Participation shares as set forth in
Part 2 of Exhibit “C”;

“Unitized Substances” means Petroleum Substances in or obtained
from the Unitized Zone;

“Unitized Zone” means the Bakken Sand zone within the Unit Area;

“Working Interest” means any right to produce and dispose of
Petroleum Substances from the Unitized Zone, including an interest
chargeable with any costs of drilling for, recovery of and disposal of
Petroleum Substances therefrom;

“Working Interest Owner” means a Party owning a Working interest.

Unit Agreement — Birdtail Bakken “C” Sand Unit
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ARTICLE I
EXHIBITS
Exhibits
The following exhibits are attached to and incorporated in this Agreement:

(a) Exhibit “C”, Part 1 of which numbers and describes each Tract and,
with respect to each Tract:

(i) sets forth its Tract Participation,

(i) sets forth the names of the owners of the Working interests therein,
their respective percentage Working Interests therein, and their
respective shares of the Tract Participation therefor,

(i) sets forth the names of the owners of the Royalty Interests therein,
and

Part 2 of which lists all of the Working Interest Owners and sets forth
their respective Unit Participations;

(b) Exhibit “B” which is a plan or map of the Unit Area; and

{c) Exhibit “C" which is a reproduction of a portion of the Neutron-
Density Log of the well known as Northrock Birdtail 9-5-16-27W1 M.

Exhibits Correct

Each exhibit shall be deemed conclusively to be correct to the effective time
of a revision or correction thereof as herein provided.

Correction of Exhibits

If any mistake or mechanical error occurs in an exhibit, the Unit Operator
may, or upon request of a Party shall, prepare a corrected exhibit but the data
used in establishing Tract Participation shall not be re-evaluated.

Effective Time

Any corrected exhibit prepared on or before the Effective Date or within ninety
(90) days thereafter shall be effective on the Effective Date. Any corrected
exhibit prepared after the said ninety (90) days shall be effective at 7:00 a.m.,
Central Standard Time, on the first day of the first calendar month after it has
been supplied to the Minister in accordance with clause 205.
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Supplying of Exhibits

Each time that an exhibit is revised or corrected pursuant to this Agreement,
the Unit Operator shall supply the Minister with one or more copies, as
required and shall supply each Working Interest Owner with the number of
copies of the exhibit that it requests. Each Working Interest Owner shall
supply each of its Royalty Owners, except the Minister, with a copy of the
revised exhibit.

Form of Revised or Corrected Exhibits

Exhibits that are revised or corrected shall show the effective time of the
revision or correction in accordance with clause 204 and shall be numbered
consecutively.

ARTICLE Il

UNITIZATION AND EFFECT

Unitization

On and after the Effective Date the interests of each Royalty Owner and of
each Working Interest Owner in the Unitized Substances and in the Unitized
Zone are hereby unitized, as if the Unitized Zone had been included in a
single lease executed by the Royalty Owners, as lessors, in favour of the
Working Interest Owners, as lessees, and as if the lease had been subject to
this Agreement.

Personal Property Excepted

All lease and well equipment heretofore or hereafter placed by any of the
Working Interest Owners on lands in the Unit Area shall be deemed
conclusively to be and shall remain personal property belonging to and may
be removed by the Working Interest Owners.

Continuation of Leases

All operations conducted with respect to the Unitized Zone or production of
Unitized Substances shall, except for the purpose of calculating payments to
Royalty Owners, be deemed conclusively to be operations upon or production
from all of the Unitized Zone in each Tract, and such operations or production
shall continue in force and effect each Lease and any other agreement or
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instrument relating to the Unitized Zone or Unitized Substances as if such
operations had been conducted on and a well was producing from each Tract
or Drainage Unit, or portion thereof, in the Unit Area.

Lease Amended

Each Lease and any other agreement or instrument relating to the Unitized
Zone or Unitized Substances is hereby amended only to the extent necessary
to make it conform to this Agreement.

Ratification of Leases

Except for a Lease in respect of which a court action has been commenced
and adjudication thereof is pending on the Effective Date, each Royalty
Owner hereby ratifies and confirms any Lease, as amended by this
Agreement, to which it is a party and agrees that no default exists with
respect thereto and that any such Lease is in effect as of the Effective Date.

Effect of Unitization on Titles

Nothing herein shall be construed as a transfer or exchange of any interest in
the Leases, Tracts or Unitized Zone, or in the Unitized Substances before
production thereof.

Name

The name of the unit hereby constituted is Birdtail Bakken “C” Sand Unit,

ARTICLE IV

AUTHORITY TO WORKING INTEREST OWNERS

Operations

The Working Interest Owners are hereby granted the right to develop and
operate the Unitized Zone without regard to the provisions of the Leases or
the boundary lines of the Tracts or Drainage Units in such manner and by
such means and methods as the Working Interest Owners consider
necessary and proper and, without limiting the generality of the foregoing, the
right to inject any substance or combination of substances into the Unitized
Zone and convert and use as injection wells any wells now existing or
hereafter drilled into the Unitized Zone.
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Delegation

The Working Interest Owners may delegate to the Unit Operator any of the
rights and powers herein or otherwise granted to them.

ARTICLE V

TRACT PARTICIPATION

Tract Participation

Each Tract has a Tract Participation as shown on Exhibit “C". Tract
Participation as shown on Exhibit “C" will “not” be altered in the event that
the unit is infill drilled.

ARTICLE Vi

ALLOCATION OF UNITIZED SUBSTANCES PRODUCED

Allocation to Tracts

Subject to clauses 707, 801 and 802, the Unitized Substances when
produced shall be aliocated to the Tracts in accordance with their Tract
Participations. The amount of Unitized Substances allocated to each Tract,
and only that amount, regardless of whether it is more or less than the
amount of actual production of Unitized Substances from the well or wells, if
any, on the Tract, shall he deemed conclusively to have been produced from
the Tract.

Distribution within Tracts

The Unitized Substances allocated to a Tract shall be distributed by the
Working Interest Owners thereof among, or accounted for to, the Parties
entitled to share in the production from the Tract in the same manner, the
same proportions, and upon the same conditions as they would have
participated and shared in the production from the Tract, or in the proceeds
from the sale thereof, had the Unitized Substances allocated to the Tract
been actually produced therefrom by the Working Interest Owners.
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Calculation of Rovalty

For the purpose of calculating royaity with respect to each Tract, the royalty
payable under the respective Lease, agreement or other instrument covering
such Tract shall be calculated on the Unitized Substances allocated to the
Tract, and at the applicable rate under such Lease, agreement or other
instrument. The Royalty Owners of each Tract agree to accept payment of
royalty so calculated in satisfaction of the obligation of a Working Interest
Owner to make royalty payments on Unitized Substances under the Lease,
agreement or other instrument covering such Tract; but a lessee under a
Lease shall not be relieved from making payment of royalty to its lessor if
payment is not made by the Working Interest Owner as aforesaid.

Taking Unitized Substances in Kind

The Unitized Substances allocated to a Tract shall be delivered in kind at the
time and place of production to the Parties entitled thereto who may, if there
is no interference with unit operations, construct, maintain and operate in the
Unit Area all necessary facilities for taking delivery in kind.

Failure to Take in Kind

To the ‘extent that a Party entitled to take in kind any of the Unitized
Substances, fails to take or otherwise dispose of them at the time and place
of production, then so long as such failure continues, the Unit Operator, as
agent and for the account and at the expense of such Party, may sell, store,
inject or otherwise dispose of them. Where there is a sale, the net proceeds
shall be paid to the Party. The Unit Operator may contract for sale thereof
only for the minimum term obtainable, which in no event shall exceed one (1)
year. When the Unit Operator has so contracted, the Party may take its
share of the Unitized Substances in kind upon the expiration of the current
sales contract that it intends to take its share in kind. Any Party not taking in
kind may revoke at will the Unit Operator's authority hereunder by taking in
kind all of its share of the Unitized Substances not previously contracted for
sale by the Unit Operator.

Royalty on Qutside Substances

If an OQutside Substance is injected into the Unitized Zone, the first like
substance contained in the Unitized Substances subsequently produced and
sold or used other than for operations hereunder shall be deemed
conclusively to be an Qutside Substance unti! a quantity equal to the quantity
of the Qutside Substance injected into the Unitized Zone is recovered. No
royalty shall be payable on any substance that is deemed conclusively to be
an Outside Substance.
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Oil in Lease Tankage and Over-Production as of the Effective Date

(@)

(b)

A proper and timely gauge shall be made of all tanks delivered to the
Unit Operator to ascertain the amount of oil in such tanks as of the
Effective Date. If any wells producing into such tanks have made
more than their cumulative production allowables as set by the
Department of Energy & Mines, the amount of such over-production of
oil then in such tanks that has, prior to the Effective Date, been
produced from those zones, which on the Effective Date, became the
Unitized Zone, shall be deemed to be Unitized Substances. Except as
aforesaid, the oil in such tanks shall remain and be at the risk of and
be the property of the person owing the same prior to the Effective
Date and upon request shall be delivered in kind to such person or, in
the absence of such request, shall be sold by the Unit Operator for the
credit of and on behalf of such person at not less than the prevailing
wellhead price, and the proceeds thereof shall be paid the purchaser
directly to such person.

If any production from those zones, which on the Effective Date
became the Unitized Zone, was in excess of the cumulative production
allowable of any Tract as of the Effective Date and such excess
production was sold prior to the Effective Date, the Unit Operator,
during each subsequent month after the fifth month next following the
Effective Date, shall withhold seventy five percent (75%) of the
Unitized Substances that would otherwise be allocated to such Tract
except for the provisions of this subclause, and the amount of
production so withheld shall be reallocated to all of the Tracts in
proportion to their respective Tract Participations. The withholding
from such Tract of oil that would otherwise be allocated shall be
continued until the accumulated total of such withholding is equal to
the amount of production in excess of the cumulative production
allowable of such Tract as of the Effective Date.

(c) No allowance shall be made with respect to any wells that have
produced, up to the Effective Date, less than their cumulative
production allowables as set by the Department of Energy & Mines.

ARTICLE VII
USE, LOSS AND STORAGE OF UNITIZED SUBSTANCES
Use or Loss

The Working Interest Owners may use as much of the Unitized Substances,

Unit Agreement — Birdtail Bakken “C” Sand Unit



702.

801.

201.

-9-

other than crude oil, as they deem necessary for the operation and
development of the Unitized Zone including, but not limited to, the injection
thereof into the Unitized Zone and in the operation of any plants handling
Unitized Substances. Unitized Substances so used or injected and Unitized
Substances lost shall be excluded in allocating Unitized Substances to
Tracts, and no royalty or other payment shall be payable in respect thereof,
except that in the case of Unitized Substances that have been so injected,
royalty shall be payable in respect thereof when such Unitized Substances
are ultimately recovered from the Unitized Zone and sold or used other than
for operations hereunder.

Storage

The Working Interest Owners are hereby granted the right to inject Unitized
Substances into the Unitized Zone for storage. Unitized Substances so
injected shall be excluded in allocating Unitized Substances to Tracts, and no

royalty or other payment shall be payable in respect thereof until they are
recovered from storage and sold or used other than for operations hereunder.

ARTICLE Viii

ENLARGEMENT OF UNIT AREA

Minister's Consent

Notwithstanding anything to the contrary contained in this Agreement, if the
Minister is the owner of any Royalty Interest or Working Interest in any Tract
included in the Unit Area, or in any lands proposed to be admitted to the Unit
Area pursuant to this Article, no enlargement of the Unit Area shall be carried
out until the Minister has in writing consented to such enlargement.

ARTICLE IX

TRANSFER OF INTEREST

Disposition

In this Article IX the term “disposition” means any disposition of a Working
Interest or a Royalty Interest, or any interest therein, whether legal or
equitable, by way of sale, assignment, transfer, lease, sublease, conveyance,
qift, change of possession or other transaction, and includes, without
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limitation, any realization upon any mortgage, charge or other security
interest, but shall be deemed conclusively not to include the grant or other
creation of any such security interest. A disposition of an interest in a Tract
by a Party shall cover the whole of or an undivided interest in the whole of
such Party’s interest in the Tract, and no disposition shall be binding on the
Unit Operator or the other Parties which are not parties to such disposition
unit.

(a) at least one of the parties to such disposition has given the Unit
Operator written notice of such disposition, together with a copy of a
document evidencing such disposition; and

(b) any acquiring parties which are not Parties have executed and
delivered to the Unit Operator a counterpart of this Agreement and, in
the event that the disposition is a disposition of a Working Interest, any
acquiring parties which are not parties to the Unit Operating
Agreement have executed and delivered to the Unit Operator a
counterpart of the Unit Operating Agreement.

Upon being provided with all of such items in respect of a disposition the Unit
Operator shall revise Exhibit “C” to reflect such disposition, and the revised
version of Exhibit “C” shall be effective as of 07:00 on the first day of the
calendar month next following the calendar month in which such items are
received by the Unit Operator.

Other Changes

If a Party changes its name or undergoes any other changes affecting the
information contained in Exhibit “C”, other than by way of disposition, such
Party shall provide the Unit Operator with written notice of such change,
together with a copy of a document evidencing the same. The Unit Operator
shall thereupon revise Exhibit “C” to reflect such change, and the revised
version of Exhibit “C" shall be effective as of 08:00 on the first day of the
calendar month next following the calendar month in which such items are
received by the Unit Operator.

Notices

All notices to the Unit Operator pursuant to this Article IX shall be in writing
and shall be sufficiently given:

(@)  if delivered by hand or by courier to a Party at its address for service

as hereinafter provided, on any day other than a Saturday, a Sunday
or a statutory holiday in Alberta.
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(b) except during any period of actual or impending postal disruption, if
sent by first class mail, postage prepaid, posted within Canada or the
United States, to a Party at its address for service as hereinafter
provided; or

(c) to any Party which has provided a direct telecommunication number
as part of its address for service, if sent by telecommunication to such
Party at such number on any day other than a Saturday, a Sunday or
a statutory holiday in Alberta, or in Saskatchewan.

Any notice or communication given by delivery as aforesaid shall be deemed
conclusively to have been given and received on the date of delivery, any
notice or communication given by mail as aforesaid shall be deemed
conclusively to have been given and received on the fourth day following the
date of mailing (Saturdays, Sundays and statutory holidays in Aiberta, or in
Saskatchewan excepted), and any notice or communication given by
telecommunication as aforesaid shall be deemed conclusively to have been
given and received on the date on which the transmission thereof has been
completed.

For the purpose of this Clause 903, the address for service for each Party
shall be the address set forth below the place of its execution of the
counterpart hereof delivered to the Unit Operator. The Unit Operator may
change its address for service by given written notice thereof to each of the
other Parties, and any other Party may change its address for service by
giving written notice thereof to the Unit Operator. The Unit Operator shall,
upon request therefor, furnish any Party with the address for service of any
other Party.

ARTICLE X

IN GENERAL

Force Majeure

Neither the Unit Operator nor any Party shall be deemed to be in default with
respect to non-performance of its obligations hereunder, other than financial,
if and so long as its non-performance is due, in whole or in part to any cause
beyond its reasonable control, but lack of funds shall not a cause beyond a
Party’s reasonable control. The performance of such obligations shall begin
or be resumed within a reasonable time after such cause has been removed.
Neither this Agreement nor any Lease or any other agreement or instrument
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relating to the Unitized Zone or Unitized Substances shall terminate by
reason of suspension of unit operations for the cause set forth in this clause.

Taxes

Each Party shall be separately liable to the extent of its ownership for all
taxes on Unitized Substances and with respect to the production or sale of
Unitized Substances. A Working Interest Owner may, at any time and from
time to time, pay said taxes on behalf of its Royalty Owner and deduct the
amount of the payment from the Royalty Owner's royalty. Taxes on
production or the value thereof shall be adjusted so that they are borne as if
the basis of taxation was the allocation of Unitized Substances hereunder.

Rights of Redemption

A Working Interest Owner may, at any time and from time to time, with full
rights of subrogation, redeem for its Royalty Owner any agreement for sale,
mortgage, or other lien or encumbrance of any kind or nature affecting any
interest in the Unit Area in the event of default of payment by the Royalty
Owner and may deduct the amount of any payment made hereunder from the
Royalty Owner’s royailty.

Interpretation

The clause headings in this Agreement shail not be considered in interpreting
the text.

Number and Gender

In this Agreement words importing the singular include the plural and vice
versa, words importing gender include the masculine, feminine and neuter
genders, and references to persons include individuals, corporations,
partnerships, bodies politic and other entities, all as the context may require.

Time is of the Essence

In this Agreement time is of the essence.

Inuring Clause

This Agreement shall inure to the benefit of and be binding upon the Parties
and their respective heirs, executors, administrators, successors and assigns.
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Governing Law

This Agreement shall be governed by and construed in accordance with the
laws of the Province of Manitoba, and each of the Parties submits to the
jurisdiction of the courts of the Province of Manitoba for the interpretation and
enforcement hereof.

ARTICLE XI

EFFECTIVE DATE

Effective Date

The unitization provided for herein shall become effective at 7:00 a.m.,
Central Standard Time, on the first day of the first calendar month following
the date of:

(a) the filing of an executed copy of this Agreement with the Minister.

Notice of Effective Date

As soon as possible after the Effective Date, the Unit Operator shall notify its
Royaity Owners, except the Crown, of the Effective Date.

ARTICLE XII

TERM

Termination

This Agreement terminates ninety {(90) days after all wells for the production
of Unitized Substances in the Unit Area have been abandoned or plugged,
and thereafter the Parties shall be governed by the terms and provisions of
their Leases and contracts.

Salvaging Equipment upon Termination

The Royalty Owners grant to the Working Interest Owners a period of six (6)
months after termination of this Agreement in which to salvage, sell, distribute
or otherwise dispose of the personal property and facilities used in connection
with unit operations.
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1203. Notice to Rovalty Owners

The Working Interest Owners shall give notice in accordance with their
Leases to their respective Royalty Owners of the termination of this
Agreement within thirty (30) days thereafter.

IN WITNESS WHEREOF the Parties have executed this Agreement each on the
date shown opposite its execution hereof.

WORKING INTEREST OWNER: ?e o << Prigecy LTD.
Comsaﬁy /

’:ebfdﬂ-l?}i 12 1974 ﬁwﬂ rj,bau.u;

J

Date
A P
MBP!SEH'W!A
YISYH4 NOYIINYD
ROYALTY OWNER:
(Print)
Date (Signature)

Execution Page of the
Unit Agreement — Birdtail Bakken “C” Sand Unit
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PROPOSED TRACT PARTICIPATION

Formula:

- The unit working interest will be calculated by combining 50% of original
oil in place with 50% of the production from the same lands.

TRACT Factor =  50% ( A )+50%( B )

A = The average production from wells in @ TRACT from Aug, Sept, Oct
and Nov 98.

B = Proven, Develop Producing Original Qil in Place plus 50% Probable
Criginal Oil in Place.

Factors for A are found in Table 1,5
Factors for B are found in Table 2, 4

TRACT FACTORS are found in Table 3



TRACT#

CALCULATION OF “A” FACTORS

LEGAL
TWP 16 R27 W1

15-18-16-27W1
16-18-16-27W1

01-18-16-27W1
02-18-16-27W1

No Production
No Production
03-20-16-27W1
04-20-16-27W1
05-20-16-27W1

07-19-16-27W1
08-19-16-27W1

PROD. RATE
4 MOS.
M3

9.3
91.5

240.9
94.7

332.8
17.3
173.8

105.4
152.1

% PROD.
A

7.889

23.134

48.827

20.152

TABLE 1

5% OF
PROD.

3.944

11.569

24.413

10.074
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TABLE 3

BIRDTAIL BAKKEN “C” SAND UNIT
TRACT FACTORS FOR BIRDTAIL BAKKEN “C” SAND UNIT

Tract# 50% (PDP + 50% Prob) + 50% (Production rate) =WI

0.5xA 0.5xB
1 3.944 + 7.059 =11.003
2 11.566 + 12.167 =23.723
3 N/A + 2.746 = 2.746
6 10.076 + 12.862 =22.938
4 N/A + 2.823 = 2.823
5 24.414 + 12.353 = 36.767

TOTAL 50.00 + 50.00 =100.00




Tract #
1

2

TOTAL

TABLE 4

BIRDTAIL BAKKEN “C” SAND UNIT

CALCULATION OF “B” FACTORS

PDP + 50% PROB WORKING INTEREST 50% (PDP + 50% PROB)

B

14.118 7.059
24,313 12.157

5.491 2.746
25.725 12.862

5.647 2.823
24.706 12.353
100.00 50.00
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EXHIBIT “C”

TYPE LOG OF UNITIZED ZONE AND GEOLOGICAL MAPS

Unit Agreement - Birdtail Bakken “C” Sand Unit
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PROGRESS

February 12, 1999

MANITOBA ENERGY & MINES ‘*\
PETROLEUM AND ENERGY BRANCH T
360 — 1395 ELLICE AVENUE v
WINNIPEG MB R3G 3P2

ATTENTION: MR. JOHN FOX

RE: BIRDTAIL BAKKEN “A” POOL UNIT

Dear Mr. Fox:

Progress Energy Ltd. as working interest owner of the above pool located in section
4,58 ,9-16-27 W1M is requesting approval to Unitize the Birdtail Bakken “A” Pool Unit.

The freehold mineral owners have approved the Unitization by signing the attached
Petroleum and Natural Gas Lease (refer to Clause 9 in Attachment ). When we have
Crown approval we will forward one copy to the freehold Lessee and answer any of
their questions.

The Tract factors were calculated using Production and Reserves. Reserves will be
given a 50% weighting factor (refer to Exhibit “A”, Table 1,2,3,4) based on Proven
Reserves + 50% of the Probable Reserves. The production data was taken as the
average production over a four-month period.

Since the working interest owner is Progress Energy Ltd. 100%, we have only submitted
the following information:

1.Unitization Agreement which includes:
(a) Tract and Unit Participation

(b) Map of the Unit Area
(c) Type log of Unitized Zone and Geological Maps

" Progress Energy Ltd. 520, 520 - Fifth Avenue S.W. Calgary, Alberta T2P 3R7 ¢ Phone: (403) 216-2510 + Fax (403) 2162514



February 12, 1999 Page 2 of 2

We would appreciate getting approval as soon as possible so that we can start
implementation of our waterflood scheme as submitted October 21, 1998. Our plan is
to start injecting produced water into the 07-05-16-27W1M on April 1, 1999. Approval
before April 1, 1999, would be greatly appreciated.

If you have any questions, please contact Jeff Screen, Production Operations
Manager at (403) 216-2510 (ext. 105).

Yours truly,
PROGRESS ENERGY LTD.
Ny 130—&»..“_.._{

Kenneth J. Bowie, P. Eng., M.B.A.
President & C.E.O.

fdm
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ATTacHmew T 1

B

PETROLEUM AND NATURAL GAS LEASE

This Indenture maseontne QJ) / 7 day of April . 19 96
BETWEEN THE RURAL MUNICIPALITY OF BIRTLE , Birtle, Manitoba

- (herein called the "Lessor®)
- AND -

MANSON RESOURCE MANAGEMENT LTD. , a body corporate, registered o do business in the
Province of Manitoba (herein called the "L essee”)

THE LESSOR, being registered as owner, of entitied to become registered as owner ol lhe teased substances {as hereinafter delined) within, upon or under that
certain parcei or tract of land legally described in Schedule "A" attached hereto and made a part herelo as more particularly described and set forth in Certiticate(s) of

Title No. or 46974 NEEPAWA

Cid System Deed No. . __inthe Land Titles Oftice forthe Land Registration District {herein calied the “said fands”)
in consideration of the sum of $10.00 paid 1o the Lessor by the Lessee, the receipt of which is hereby acknowledged by the {.essor and of an additional consideration as
stipulated in Schedule "A" under the heading "Consideration” aitached hereto and made a part hereof and in consideration of the covenants of the Lessee hereinalter
contained, HEREBY GRANTS AND LEAgES exclusively umo the Lesses all the leased subsiances {as hereinafier defined) subject lo the royalties hereinatter
reserved, within, upon or under the said lands. together with all of the present or future right, title right, title estate and interast. if any, of the Lessor in and to the leased
substances or any of them within, upon or under any lands excepted from the said lands and any roadways, lanes or righls ol way adjoining the said tands; tagelher
with the exclusive right and privilege to explore for. drill for, operate for, produce, win, 1ake. remove. store. real and dispose of the leased substances and the right to
inject substances inlo the said lands for the purpose of obtaining, maintaining or increasing production from the said lands, the pooled ands or the unitized lands and 1o
store and recover any such substances injected into the said lands.

TOHAVE AND ENJOY the same for the term stiputated in Schedula "A" hereto under the heading “Term” (hereinafter called the "primary lerm™) cammencing on the
date hereof and continuing solong thereafter as operations (as hereinafter defined) are conducted upon the sald lands, the pooled fands or the unitized lands, with no
cessation, in the case of each cessation of operations, of more than 9¢ consecutive days.

THE LESSOR AND THE LESSEE HEREBY COVENANT AND AGREE AS FOLLOWS:
1. INTERPRETATION

Inthis Lease the following expressions shall have the following meanings:

(a} "anniversary date” means the date cosresponding to the date first above wrltten in each year durtng which this Lease remains in force;

{b) "commercial production” means the output from a well of such quantity ot the leased substances or any of them as, considering the ¢ost of drilling and
production operations and price and quality of the leased substances, after a production test ol suilable duration and nature in accordance with good oil field praclice,
would commercially and economically warrani the driliing of a tike well in the vicinity thereof;

(c) "force majeure” means any cause beyond the Lessee's reasonable contro! and, without limitation, includes an act of God, strike, lockout, or other industrial
disturbance, act of any public enemy, war, blockade, riol, lightning, fire, storm. flood. explosion, unusually severe weather conditions, governiment restraints, including
road bans, but shall notinclude lack of finances;

(d) "lease year" means a period of one year commencing on the date first above writlen or any anniversary date and ending at midnight o1 the day immediately
preceding the next anniversary date;

{e) "leased substances” means all petroleum, natural gas and related hydrocarbons {except coal), and all materials and subslances (except valuable stone)
whether liquid, solid or gaseous and whether hydrocarbons of nol, produced in associalion with petroleurn, natural gas or related hydrocarbons or found in any water
contained in any reservoir;

(1) "oMsel well" means any wel drilled on any spacing unit laterally adjoirung the said lands, which spacing unil does not mclude lands owned by the Lessor o i
owned by the Lessor, ngt under lease 10 the Lesses

{g) "operations” means any of the following:

{i) drilling, testing, completing, reworking, recompleting, deepening, plugging back of repaining a well or equipment on or in the said Iands or injecting substances
by means of a well, in search for or in an endeavour to obtain, maintain or increase production of any leased substance from the said lands, the pooled lands or
the unitized lands,

(1)the production of any leased substance,

(iii)the recovery of any injected substance; or

{tvjany acts for or incidental 1o any of the foregoing;

{h) "pocled lands” means all or any portion of the said lands and such other lands as may have been pooled, which pooling shall not exceed a spacing uril. i1y
accordance with the terms hereo! of pursuant to any agreement, or any statute, regulation, order or directive of any government or any govemmental agency:

(i “rental" shail have the meaning given in paragraph 2,

(J) "said lands” means all the lands and all zones and formations underlying the lands described above as the "said lands”, or such poriion or porlions thereo! as
shallnot have been surrendered,

(k) "spacing unit” means the area allocated to a well from hme 10 time on o in the vicinity of the said lands, lor the purpose of drilling tor or producing. as the case
may be, the ieased substances or any of them, as defined or prescribed by or under any statute. regulation, order or directive of any government or any governmenlal
agency,

{l) “suspended well payment” shall have the meaning given in paragraph 3,

(m) "unitized lands” means all of any portion of the said lands and such other lands as may have been unitized in accordance with the terms hereof or pursuani 1o
any agreement, statute, or any regulation, order or directive ol any government of any governmental agency;

(n) "Unit Agreement” means any agreement for the developinen! or operaton of all or any portion of the said lands tagether with other lands as a single unil without
regard lo separate ownership and for the aliocation of costs and benefits on a basis as defined in the agreement.

2 RENTALS

The Lessee shall, on or before the date on which the additional consideration provided for above is payable. pay 1o the | essor a sum as stipulated in Schedute “A”

hereto under the heading "Hentals (Lump Sum)”

3, SUSPENDED WELLS

i1, at the expiraticn of the primary term or al any time or times theteafter, there is any well on the said lands, the poaoled lands. or the unitized lands, capable of
producing the leased substances or any of them, and all such wells are shul-in or suspended, this Lease shall, nevertheless, continue in force as though operalions
were being conducled on the said iands, for so long as alt the said wells are shut-in or suspended and so long thereafter as operalions are conducted upon the said
lands, the pooled lands or the unitized lands, with no cessation, in the case o1 each cessation of operations, of more than 90 consecutive days. If no royalties are
otherwise payable hereunder during & lease year aller the primary term within which such shut-In period or periods occur and during such lease year no other
operations are conducted on the said lands, the pooled lands, or the unitized lands then. on or before the end of such lease year, the 1 essee shall pay 10 the Lessor a
sum of money in the amount stipulated in Schedute "A" hereto under the heading "Suspended Weil Payments®, within 90 days afer the expiry of such lease year
{Frein calle) *he "suspended well nayment™)
4 ROYALTIES

(a) The Lessee shall pay to the Lessor, at the rate stipulated in Schedule "A" hereto under the heading "Royaities”, a royatty on all of the leased substances .

preduced, saved andsold, or used by the Lessee lor a purpose other than that described in subclause (b) hereot, from the said lands; provided thal in 5o event shall the
current markel value be deemed 10 be in excess ol the value actually received by the Lessee pursuanlt o a bona fide, arm's length sale or transaction. The royalty as
determined under this clause shall be payable on or belore the 15th day ot the second month lollowing the monih in which the leased substances. with respect 1o which
the royally is payable, were produced, saved and soid, or used by the Lessee for a purpose other than that described in subclause (b). No royalty shall he payable 10
the Lessor with respect to any substance injected into and recovered Irom the said lands, other than leased subslances originally produced from the said lands for

which a rayalty has not been paid or payable. The A exgce-tor separaling, Hreathing,
BEOGOCERG-aRd-Eaneaartatlan

DROCEHRG-a Rt raReporttation-G o-porteloale-beyandthe-peintelmesou 1.

(b) Notwithstanding anything 1o the contrary herein contained or implied, the Lessee shall be entitied lo use such part of the production of ieased substances from
said lands as reasonably may be required and used by the Lessee in its operations hereunder on the said lands, the pooled 1ands or the unitized lands and the Lessor
shall notbe entitfted to any royalty with respect {o leased substances so used.

(c) The Lessor agrees that the royally reserved and payable hereunder inrespect of the leased subslances shall be inclusive ot any prior disposition of any royalty
or other imerestin the leased substances, and agrees to make all payments required by any such disposition out of the rayalty received hereunder and 1o indemnify
and save the Lessee harmless lrom its failure to do so; provided, however, that the Lessee may eiect by notice in writing to the Lessar to make such payments on
benalf of the Lessor and shall have the right to deduct any such payments made trom the royalty, rental and suspended well payments otherwise payable (o the Lessor

(d) The Lessee shall make availabie lo the Lessor during normal business hours at the Lessea's address for notice. the Lessee's records relating to the ieased
substances produced from or allocated to the said lands.

L



5.LESSERINTEREST ‘ .
if the Lessor's interast in the leasad substances is less than the entire and undivided fee simple estate, the royalties, rentals and suspended well payments harein

provided shall be paid to the Lessor only in the proportion which such interest bears (o the entire and undivided fee.

6. TAXES PAYABLE BY THELESSOR i i o .

The Lessor shall promptly pay all taxes, rates and assessments that may be assessed or lavied, directly o indireclly. against the Lesser by reasen of the Lessor's
interest in Eroductlon of leased substances oblained from the said lands, of the Lessor's ownership of the leased substances.

7. TAXES PAYABLE BY THE LESSEE ) )

The Lessea shall pay all taxes, rates and assessments that may be assessed or levied in respect of the operations ol the Lessea on, in, over or undef the said fands,
and shall furthet pay afi laxes, rates and assessments that may be assessed or lavied directly or indireclly against the Lessee by reason of the Lessae's interest in
production of leased substances fromthe said lands. The Lessee shall on the written request of the Lessor, accompanled by such lax receipts, stalements of tax
notices as the Lassee may requira, and at the rate stipufaled in Schedule "A" hereto under the heading “Taxes payable by the Lesses”, raimburse the Lassor lor any
taxes assessed of imposed on the Lessor while this Lease remains in force by reason of the Lessor being the registered owner of the leased-substances or being
entitled to become such owner; provided that the Lessee shall, al the written request of the Lessor, pay the Lessor's said percentage of said tax and be raimbursed
from any sums payable to the Lessor under this Lease.

8 OFFSET WELLS

It commarcial production is oblained after the date of this Lease from an offset well, then unless (i) a well has been or is being drilled on the spacing unit of the said
lands laterally adjoining the spacing untt of the offset well and nto the zone of formation from which commercial production Is being obtained from the offset wall, or
{ii) all or part of the spacing unit of the said lands laterally adjoining the spacing unit of tha oftset well has been pooled or included in a unit In which the pooled or
unitized substances include production from the same zone or formation from which production is being oblained from the offset well, the Lessee shall within 6 months
f1om the later of the date of the offset well being placed on commaercial production ar, H information with respect to the amount of production from the offset well is
restricted pursuant 1o any statute, regulation, order or directive of any government or governmental agency and such information is unknown to the Lessee, until one
manth atter such information is made public:

{a) commence or cause 1o be commenced operations for the drilling of a well on the spacing unit of that portion of the said lands which comprises or is included in
the spacing unit laterally adjoining the spacing unit of the offset well and thereatter drill, or cause to be drilled the same to the zone or tormatien from which preduction
is being ebtained from the offset well;

{b) pool or unitize that portion of the said lands which comprises of is included in the spacing unit lateraily adjoining the spacing unit of the offsel well, such pooling
or unitization to include production Irom the same zone of formation from which the ofiset well is being produced;

{c} surrender all or any portion of the said lands pursuant to the pravisions hereol, provided that the surrender shall in¢lude but may be limited o the zone or
formation lrom which production is being obtained from the offset well undetlying that portion of the said lands which comprises or is included in the spacing unit
laterally adjoining the spacing unit of the offset well; or .

(d) pay to tha%essor at such times as royalty would be payable pursuant 1o the provisions of this Lease, until the provisions of paragraphs (a), (b) or (¢) of this
clause are met, a royally which shall be proportionately equivalent on an acreage basis to such royalty as would have been payable To the Lessor i the leased
substances produced from the offset well were actuatly being produced from a well on the said lands which commenced production on the last da?( of the said 6-month
petiod: provided however, that should any spacing unit of the said lands Ialemllr adjoin more than one spacin? unit upon which is localed an offset well, the royalty
which the Lessee may elact to pay to the Lessor pursuant to this subclause shall be calculated on the averaga of the production from the offset wells, such average {0
be calculaled by dividing the total production from all of such offset wells by the number of all such offset wells.

Notwithstanding anyﬁwing herein contained, the obligations imposed by this clause shail be deemed not to have arisen if (a) the offsel well shail cease to be capable
of or ceases commercial production during the said 6-month period. or (b) lhe offset weil is productive primarily or only of natural gas and the Lessee has nol
previously arranged an adequate and commercial market for the natural gas which might be produced from any well 1o be driled pursuantto this ciausse.
9.POCLING AND UNITIZATION

(a) Tha Lesses is hereby given the right and power at any time and from time to time during and after the primary ierm to pool the said tands, or any portion thereof.
of any zone or larmation underlying the said tands or any partion thereol, or any of the leased substances therein, with any other lands ar any zane of formation
undarlying such other lands or any portion thered!, or any of the leasad substances therein, but so that the other lands of any zone or formation theteot . together with the
said lands or any zone or lormation thereof, shall not exceed one spacing unit. The Lesses shall thereaher give written notice to the Lessor describing the extent to
which the said lands are being pooled and describing the spacing unit with respect to which they are so pooled. 1n the event of pooling there shall ba allocated to that
portion of the said lands Included in the spacing unit that proportion of the total production of the leased substances from the spacing unit, after deducting any leased
substances used in operations on the pooled lands, which the surface area of that portion of tha said lands placed in the spacing unit bears 1o the total surface area of
the lands in the spacing unit. The production so allocated shall be considerad for all purposes, inchuding tha payment of royalty, to be the entire production of the leased
substancas lrom the partion of the said lands included in the pooling in the sama manner as though produced from the said Jands under the terms of this Lease.

(b) The Lessee may tarminate any pooling pursuant to subclause (a) of this clause and thereatter shall give writtan notice to the Lesscr.

{c) M the spating unit led under this clause is varied o lerminated by any statute, regulation, order or direclive of any government or governmental agency, of if
the pooling is tetminated or invalidaled by reason of the termination or expiration of a lease covering any lands, ather than the said lands, within the spacing unit, of any
other cause beyond the Lessee's reasonable control, and this Lease would otherwise terminale as a result of such variation or termination of the spacing unit or such
termination of invalidation of the pooling, this Lease shall nonetheless continue in force for a pariod of 90 days atier the Lessea receives natice that the spacing unit has
heen vatied of terminated of the pooling has been terminated or invalidated and the lerm of the Lease may be extended further pursuant to othes provisions of this
Lease, including without limitation the commencement of operalions, within the sald 90-day period.

{d) The Lessee is hereby given the right and power al any time and from time lo time during and after the primary lerm to inctude the said lands or any portion
thareof or any zone of formation underlying the said fands or any portion thereot, or any of the leased substances therein, in a Unit Agreement for the unitized
davalopment or operation thereo! with any other lands, or any zone of formation underlying such dlher lands, or any of the leased substances, therein, if such becomes
necessary of desirable in the opinion of the Lesses. The Lessea shall thereatter give written notice to the Lessor stating that the said lands are being or have been
unitized. Tha basis and manner of any such unitization, the manner of allocating unitized production among the several tracts of unitized tands, and the contents of any
such Unit Agreement shall be in the sole discretion and determination ¢f the Lessee, exercised bona lide, and when so determined shal: be binding uponthe Lessor.

{e) In the event of unitization, the production of leased substances which are unitized shall be aliocated 1o that portion of the said lands included in the unit in
accordance with the terms of the Unit Agreement. The production so allocated shall be considerad for all purposes, including the payment of royalty, to ba the entire
production of the leased substances from the partion of the said tands included in the unit in the same manner as though produced from the said lands under the terms
of this Lease. Upon nolice from the Lessor, the Lessee shall provide the Lessor with a copy of the Unit Agreement within a reasconable time after the right and power
granted hereunder has been exercised. The Lessee shall also have the right and power to withdraw the said lands, or any portion or portions of the said lands or the
ieased substances, liom the Unit Agreement and shall give the Lessor written notice thereo!.

(N Any operations conducted on the poolad lands of the unitized lands, whether conducted belore, after or during the axercise of the rights and powers granted under
this clause, or the presence of a shul-in or suspended welt on the pooled lands o the unitized lands, shall have the same effect in continuing this Lease in force and
effect during the term hereby granted or any renewal o extension thered! as it such operations wera upon the said Jands, of as if said shut-in or suspended well ware
located on the said lands.
10.CONDUCT OF OPERATIONS

The Lessee shall conduct all operations on the said lands in a diligent, careful and workmanlike manner and in compliance with the provisions ol any statutes,
regulations, orders or directives of any government or governmental agency applicable lo such eperations, and whera such provisions conllict with the terms of this
Lease, such provisions shall prevail.
1INDEMNIFICATION

The Lessee shall indemnify the Lessor agalnst all actions, suits, claims and demands by any parson of persons whomsoever in respect of any loss, injuty or
damage arising out of or connected with any oparations carried out by the Lesses on the said lands, the pooled lands, or the unitized Jands untess suc% loss, injury or
damage was caused by the act or omission of the Lessor, Its agents, employess or contractors.
12. DISCHARGE OF TAXES AND ENCUMBRANCES

The Lessee may attha Lessee's option pay or discharge the whole or any portian of any withholding or other lax, charge, mortgage, lien or encumbrance payable,
incurced o created by the Lessor of the Lessor's predecessors or successors in litle of interest which may now or hereafter exist en or against or in any way afect
the said lands or tha leased substances, in which event the Lessea shall be subrogated 1o the rights of the holdar or holders thereol and, al the Lessee's oplion, may
rgimisy 36 459l by appiying ih: anount 56 pad by the Lesses against the sonsiteralion payable hersuider, 1 rentals, rispended well payments, royalties, or other
sums accrued of accruing to the Lessor under the terms ol this Lease, and any sums so applied shall, for all purposes of this Lease, be deemed 1o have been paid fo
and received by the Lessor in payment of the consideration payable hereunder, rentals, suspended well payments, or royafties, or other sums accrued or aceruing 1o
tha Lessor under the terms ol this Lease, as the case may ba.

13. SURRENDER

{a) Notwithstanding anything herein contained, tha Lessee may, at any time of lrom lime to time, by written notice to the Lessor, suirender this Lease as to the
whale or any part of the leased substances or the said lands or both of them, and this Lease shall thereupon terminate as to the whole or any pat of the leasad
substances o of the said lands or both of them so surrendered.

{b) Upon the said termination, the Lesses shall be released from all obligalions accrued of 1o accrue respecting the said lands or the [sased substances of both of
lhem so surrendered axcepting accrued royalty, rentals, suspended well paymenits, taxes and assessments, Any rentals paid shall not be refunded.

™tc) Upon the said lermination, suspended well payments and the obligation to pay rental and royalties shall be extinguished or proportionately reduced as the case
may be: provided that if the Lessee surrenders all or any part of the said lands by zone or formation the rental hereinbetore specitied shall not abate,
14, REMOVAL OF EQUIPMENT

The Lessea shall have at all times during the currancy of this Lease and for a period of 6 months aftet its tetmination, the right to remove from the said lands all or
any oI'D‘nEs.';?\alcl:{\-i?ery. equipment, structures, pipelines, casing and materials whether placed upon, within or under the said lands.

15. Coe

{a) 1, betora or atier the expiry of the primary term, the Lessor considers that the Lessea has not complied with any provision or obligation of this Lease, including
but not limited to a failure 1o give notice or to pay in the manner specified any rantal, suspended well payments, royalty or other sums for which specific provision is
madea in this Leass, the Lassor shall notily the Lessee in writing, describing in reasonabla detail the alieged breach or breaches. The Lessee shall ﬁave 30 days after
raceipt of such nolice to:

(i} remedy or commence o remedy the breach or breaches alleged by the Lessor, and theraalter diligently continue lo remedy the same; or

{it) comr?ence and diligently pursue proceedings for a judicial determination as to whether the alleged acls or omisslons constitule a breach or breaches on the
partof the Lessee.



{b) The performance of any act by the Lessee intended to remedy all or any of the alleged breaches shall not be deemed an admisslon by the Lessee that it has
failed to parform lts obiigations hereunder. If the Lessee falls to remedy of commence to remedy a breach or breaches within the 30-day perlod, of Il having so
commanced to remaedy a breach or breaches thereafter falls to continue diligently to remedy the same, and it proceadings have not been commenced for a judiciai -
determination as atoresald, this Lease, except for the Lessee's right with respect to the removal of equipment and its obligation to remove any registered document in
relation to this Lease, shall thereupon terminate and it shall be lawful for the Lessor to te-enter the sald lands and to repossess them. If proceedings for a judicial
determinatlon are commanced within the aforesald period of time, this Lease shall not terminale until the existence of such breach has been finally judicially
determined; nor shall it terminate if the Lessee within 30 days of such final determination has remedied or comimenced to remedy the breach or breaches, and having
socommenced 1o remedy the breach or breaches, therealter diligently continues to remedy the same.

(c) Notwithstanding anything contained in this Lease, this Lease shall not terminate nor be subject to forfeilure or canceliation if there is located on the said lands of
onthe pooled lands or on the unitized lands a well capable of ﬁroducing leased substances or any of them, or on which operations are baing conducted; and, in that
event, the Lessor's ramedy for any default under this Lease shall ba for damages only.

16. FORCE MAJEURE

(a) It operations are interrupted or suspanded of cannot be commenced as & result of force majeurs, this Leasa shall not terminate during any such period of
interruption, suspension or Inabifity to commence caused thereby or for 30 days therealter.

(b) If the Lessee Is unable, in le ot in part, by force majeurs to carrg out its obligations hereunder, other than any obligation to make paymant of any monles due
hereunder, then the obligations of the Lessee, so lar as they ae alfected wv¥ such force majeure, shal be suspended during the continuance of any inabilty so caused,
and the cause of the force majeure so far as possible shalt be remedied with all reasonable dispatch.

{c) Nothing harein shali require the settlement of strikes, lockouts or other labour disturbances except in the sole discretion of the Lessee.

17. QUIET ENJOYMENT

The Lessor covenants and warrants that, subject only to such morigages and encumbrances contained In the existing Certilicate of Title, the Lessor has not
disposed of Ihe Lessor's Inlerest in all or any part of the said lands and the leased substances, and has the right and full power 1o enter into this Lease and lo grant and
demise the said lands and the leased substances and that the Lasses, upon ebserving and perorming the covenants and conditions on the Lessee's part to ba observed
and performed, shall and may peaceably possess and enjoy the same during the primary term of this Lease and any extensions therec! without any interruption or
disturbanca from or by the Lessor or any person claiming under or through the Lessor.

18. FURTHER ASSURANCES

The Lessor and the Lessee shall each do and perlorm all such further acts and execute and deliver all such deeds, documents and writings and give all such further
assurances as may be reasonably required in order to fully perform and carry out the terms of this Lease.
18, MANNER OF PAYMENT

{a) All payments to the Lassor provided for in this Lease shall, at the Lessee’s optlon, be paid or tendarad either to the Lessor or to the depository named in or
pursuant to this clause, and all such payments or tenders may be made by cheque or draft of the Lessee ekher mailed or delivered to the Lessor or to said depository,
which cheque or draft shall be payable in Canadian Funds. If  payment is made by the Lessee to the deposHory, the Lessor does hereby appoint the bank, trust
company, credit union or treasury branch named in Scheduie *A” hereto under the heading “Manner of Payment” as the sole depository for the racelrl of ali monies

ayable under this Lease, and the Lessor agrees that said depository and its successors shall be and continue as its agent for the receipt of any and all sums payable
ﬁereunder, regardless of changes of ownership (whether by assignment, succession or otherwise and whether In whole or in part) of the said lands of the lsased
substancas or of the consideralion payable hereunder, rentals, suspended well payments or royalties to accrue hereunder. Any payment malled tathe Lessor of to the
depository shall be deamed to have been paid 4 days (excluding Saturdays, Sundays and stalutory holidays) after deposit In any mail box or post office.

{b} The Lessor may not cancel the appointment of & depository without designalI? a successor but may at any time designate a new depository by giving written
notice to the Lessee specifying the name and address of such new depository; provided that
i) onlr a bank, trust company, credit union, or reasury branch in Canada may be designated as a depository.

il) only one depository shall be designated at any one time, regardiess of whether or not any monies payabie hereunder are, or bacome, payable to more than one
person, &

iii) the Lessee shall not be required to recognize any new depository unti{ the expiration of 45 days from the recelpt by it of the nolice in writing, but this shall not
prohibit the Lessee from making payment to the new deposltorz priot to the expiration of the 45-day period. All payments or tenders made 10 such new
depository shall be deemed to have been made In accordance with the terms of this Lease.

(¢} It any depository shall at any time resign, of fail or refusa to act as the depository hereunder and a new depository Is not designated by the Lessor pursuanl to the
tarms of his clause within 10 days from such resignation, faliure or refusal to act, then the Lessee at lts ot)u'on may designate a depository hereunder, which depasitory
shall be entitled to charge its usual fees and collect same from the Lessor, and said depository shall be the deposllory to all Intents and purposes as if originaily
appointed by the Lessor.

(d) Should the Lessor be a non-tesident of Canada, the Lessor acknowled%ans and agrees thal the Lessee may deduct income, withholding or other taxes from any
payment to the Lessor in compliance or intended compliance with the provisions of the Income Tax Act, lax agreements or treaties or other statutes of Canada or its
Provinces as are from time to time enacted and amended, whereupon the timely remittance by the Lesseae of the balance of the payrment 1o the Lessor shail be deemed
to conslitute full performance by the Lessee in respect of such payment,

20, ASSIGNMENT

Each of the parties hereto may delegate, assign, sublet or convey la any other person, firm or corporation all or any of the property, powers, rights and interests
obtained by or conferred upon them respectively by this Lease and may anter Into all agreements, contracts and writings and do all necessary acts and things lo give
effect to the provision of this clause; provided that no assignment by the Lessor shall be binding upon the Lesses, notwithstanding any actual or conslructive notice or
knawledga thereof, unless and except when the sama ba for the antire interest of the Lessor. The Lesses need not act on any assignment until 45 days after the Lessee
has been actually furnished with the evidance saltisfactory toit of such assignment. All payments made within the aforesaid period to the party of parties who would
have been entitied to the same in the absence of such assignment shall be deemed to have been made in accordance with the terms ol this Lease. The foregoing shall
not, however, prohibit the Lessee Irom acting upon the assignment prior to the expiration of the aloresaid 45-day period and all payments or tenders made in
accordance with such assignment shall be desmed to have been made in accordance with the terms of this Lease; provided further that if the Lessee shall assign this
Leass as to any part of paris of the said lands, then the rental, suspendexi well payments and royalties shall be apportioned among the several lease holders ratably
according to the surface area of each and should the assignee or assignees of any such part or pans fall to pay the proportionate part of the rental, suspended weli
payments and royalties payable by him of them, such faillre to pay shall not affect this Lease insofar as it relates to and comprises the part or parts of the said lands in
respact of which the Lessee or It's assignees shall have mada due paymant.

21, NOTICES
(a} All notices, communications and statements {herein calied "notices") required or permitted hereundar shall be in writing. Nolices may be served:
i} personally by delivering them to the party on whom they are to be served al the pany’s address hereinafter ?iven, prov{c?ed such delivery shall be during normal
business hours. Personally served notices shall be deemed received by the addressees when actually delivered as aforesaid; or
ii) by telegraph or telacommunication (or hx any other like method by which a written and recorded message may be sent) directed to the party on whom they are
to served at the party's address hereinafter given. Notices so served shall be deemed received by the respective addressees thereof (1) when actually received
by them if recaived within the normal working hours of a business day, or (2) at the commencement of the next ensuing business day following transmission
thereol, whichever is the earlier; or

iii) by maiiing them lirst class {alr mail if o or from a location outskde ol Canada) post, postage prepaid, to the party on whom they are to be served. Nolices so
sarved shali be deemed to be received by the addressee at nooh, focal time, on the earlier of the actual date of receipt or the 4th day (excluding Saturdays,

Sundays or slatutory holidays) following the maliing thereol. No notice shall be effective if mailed during any period in which postal workers are on strike or if a

strika of postal warkers is imminent and may be anticipated to atect normal detivery of the notice.

h) The address for service of notices shall be as designated in Schedule “A" hereto under the heading "Notices”.

c) Any partg may change its address for service by natice to the other party served as aforesaid.

d} Nothing herein shall in any way alfect the method of the payment of monies as set out in clauses 19 and 20 of this Lease.
22. ENTIRE AGREEMENT

Theterms of this Lease constitute the entire agreement between the panles, and no implied covenant of liability of an kind is created or shall arise by reason hereof
or anything contained herein. This Lease supersedes and replaces all previous oral or written agreemants, memoranda, correspondence of other communicalions
between the parties relating 1o the subject matter hereof. The parties recognize that the terms of this Lease may be modified of affected by statute, reguiation, order, or
direclive of any governnant of governmanial agency.

23. NO AMg DMENT EXCEPT IN WRITING
No amandment of variation of the terms of this Lease shall be binding on any party unless it is evidenced in wiiting executed by the parties.

24. TIME OF THE ESSENCE
Time shall be of the essence.

25 ENUREMENT

zsméé-\?ésﬁe Asglalill%r;ure to the benefit of and shall be binding upon the parties herete and their respective heirs, execulors, administralors, successors and assigns.
If any provision hereol becomes illegal or unanforceabls, the provision will be deemed to be severed and the Lease shall continue as amanded.

SIGNED, SEALED AND DEUVERED in the presence of:
(Lt M frran

Witness as to signature of Lessor «' Lessor
MA so&s;%c:zzmemsm LTD.
{i-_.:.'_';'_' 1 SURG OFFHER
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UNIT AGREEMENT

BIRDTAIL BAKKEN “A” SAND UNIT

WHEREAS the Parties own Royalty interests and Working Interests, or either
of them, in the Unitized Zone; and

WHEREAS the Parties desire that the Unitized Zone be developed, produced
and operated as a unit, all as hereinafter provided;

NOW THEREFORE in consideration of the covenants herein contained, the
Parties agree as follows:

ARTICLE |

DEFINITIONS

101. Definitions

In this Agreement:

(a)

(b)

(c)

(e)

“Bakken Sand” means that portion of the Bakken Sand which is
identified in the well Northrock Birdtail 9-5-16-27W1, located in legal
subdivision 09 of Section 05 in Township 16 in Range 27, West of the
Prime Meridian (W1M), between the depths of 517 and 523 meters
below the Kelly Bushing as shown on the reproduction portion of the
Neutron-Density Log recorded in the said well and attached hereto as
Exhibit “C".

“Drainage Unit” means the area allocated to a well by the Minister
with respect to the Bakken sand for the purpose of drilling for or
producing Petroleum Substances;

“Effective Date” April 1, 1999;

“Lease” means an instrument granting a Working Interest in the

Unitized Zone;

“Minister” means the Minister of Energy and Mines of the
Government of the Province of Saskatchewan;
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(f)

(9)

(h)

(i)

0

(k)

()

(m)

(n)

(0)

(p)
(q)

(r}

-2.

“Qutside Substances” means any substance initially obtained from
any source other than the Unitized Zone or any Unitized Substances
with respect to which royalty has been paid;

“Party” means a person who is bounded by this ‘Agreement’

“Petroleum Substances” means a petroleum natural gas and other
hydrocarbons {except coal) or any of them;

“Royalty Interest” means any interest (other than a Working Interest)
in Petroleum Substances or the proceeds from the sale of such
interest, produced from the Unitized Zone, but does not include the
interest of a person as a purchaser of Petroleum Substances after
production;

“Royalty Owner” means a Party owning a Royalty Interest in or in
respect of Unitized Substances;

“Tract” means a parcel of land described and given a Tract number in
Exhibit “A”;

“Tract Participation means the effective percentage allotted to a
Tract pursuant to Article V and set forth in Part 1 of Exhibit “A”;

“Unit Area” means the lands described in Exhibit “A” and shown in
Exhibit “B™;

“Unit_Participation” means, with respect to each Working Interest
Owner, the sum of all of its Tract Participation shares as set forth in
Exhibit “A”;

“Unitized Substances” means Petroleum Substances in or obtained
from the Unitized Zone;

“Unitized Zone” means the Bakken Sand zone within the Unit Area;

“Working Interest” means any right to produce and dispose of
Petroleum Substances from the Unitized Zone, including an interest
chargeable with any costs of drilling for, recovery of and disposal of
Petroleum Substances therefrom;

“Working Interest Owner” means a Party owning a Working interest.
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202.
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ARTICLE Il
EXHIBITS
Exhibits
The following exhibits are attached to and incorporated in this Agreement:

(a) Exhibit “A”, of which numbers and describes each Tract and, with
respect to each Tract:

(i) sets forth its Tract Participation,

(i) sets forth the names of the owners of the Working interests therein,
their respective percentage Working Interests therein, and their
respective shares of the Tract Participation therefor,

(i) sets forth the names of the owners of the Royalty Interests therein,
and

(b) Exhibit “B” which is a plan or map of the Unit Area; and

(c) Exhibit “C” which is a reproduction of a portion of the Neutron-
Density Log of the well known as Northrock Birdtail 9-5-16-27W1M.

Exhibits Correct

Each exhibit shall be deemed conclusively to be correct to the effective time
of a revision or correction thereof as herein provided.

Correction of Exhibits

If any mistake or mechanical error occurs in an exhibit, the Unit Operator
may, or upon request of a Party shall, prepare a corrected exhibit but the data
used in establishing Tract Participation shall not be re-evaluated.

Effective Time

Any corrected exhibit prepared on or before the Effective Date or within ninety
(90) days thereafter shall be effective on the Effective Date. Any corrected
exhibit prepared after the said ninety (90) days shall be effective at 7:00 a.m.,
Central Standard Time, on the first day of the first calendar month after it has
been supplied to the Minister in accordance with clause 205.
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206.

301.

302.

303.

Supplying of Exhibits

Each time that an exhibit is revised or corrected pursuant to this Agreement,
the Unit Operator shall supply the Minister with one or more copies, as
required and shall supply each Working Interest Owner with the number of
copies of the exhibit that it requests. Each Working Interest Owner shall
supply each of its Royalty Owners, except the Minister, with a copy of the
revised exhibit.

Form of Revised or Corrected Exhibits

Exhibits that are revised or corrected shall show the effective time of the
revision or correction in accordance with clause 204 and shall be numbered
consecutively.

ARTICLE lll

UNITIZATION AND EFFECT

Unitization

On and after the Effective Date the interests of each Royalty Owner and of
each Working Interest Owner in the Unitized Substances and in the Unitized
Zone are hereby unitized, as if the Unitized Zone had been included in a
single lease executed by the Royalty Owners, as lessors, in favour of the
Working Interest Owners, as lessees, and as if the lease had been subject to
this Agreement.

Personal Property Excepted

All lease and well equipment heretofore or hereafter placed by any of the
Working Interest Owners on lands in the Unit Area shall be deemed
conclusively to be and shall remain personal property belonging to and may
be removed by the Working Interest Owners.

Continuation of L eases

All operations conducted with respect to the Unitized Zone or production of
Unitized Substances shall, except for the purpose of calculating payments to
Royalty Owners, be deemed conclusively to be operations upon or production
from all of the Unitized Zone in each Tract, and such operations or production
shall continue in force and effect each Lease and any other agreement or
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instrument relating to the Unitized Zone or Unitized Substances as if such
operations had been conducted on and a well was producing from each Tract
or Drainage Unit, or portion thereof, in the Unit Area.

Lease Amended

Each Lease and any other agreement or instrument relating to the Unitized
Zone or Unitized Substances is hereby amended only to the extent necessary
to make it conform to this Agreement.

Ratification of L eases

Except for a Lease in respect of which a court action has been commenced
and adjudication thereof is pending on the Effective Date, each Royalty
Owner hereby ratifies and confirms any Lease, as amended by this
Agreement, to which it is a party and agrees that no default exists with
respect thereto and that any such Lease is in effect as of the Effective Date.

Effect of Unitization on Titles

Nothing herein shall be construed as a transfer or exchange of any interest in
the Leases, Tracts or Unitized Zone, or in the Unitized Substances before
production thereof.

Name

The name of the unit hereby constituted is Birdtail Bakken “A” Sand Unit.

ARTICLE IV
AUTHORITY TO WORKING INTEREST OWNERS

Operations

The Working Interest Owners are hereby granted the right to develop and
operate the Unitized Zone without regard to the provisions of the Leases or
the boundary lines of the Tracts or Drainage Units in such manner and by
such means and methods as the Working Interest Owners consider
necessary and proper and, without limiting the generality of the foregoing, the
right to inject any substance or combination of substances into the Unitized
Zone and convert and use as injection wells any wells now existing or
hereafter drilled into the Unitized Zone.
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501.

601.

602.

Delegation

The Working Interest Owners may delegate to the Unit Operator any of the
rights and powers herein or otherwise granted to them.

ARTICLE V

TRACT PARTICIPATION

Tract Participation

Each Tract has a Tract Participation as shown on Exhibit “A”. Tract
Participation as shown on Exhibit “A” will “not” be altered in the event that
the unit is infill drilled.

ARTICLE VI

ALLOCATION OF UNITIZED SUBSTANCES PRODUCED

Allocation to Tracts

Subject to clauses 607, 801 and 702, the Unitized Substances when
produced shall be aliocated to the Tracts in accordance with their Tract
Participations. The amount of Unitized Substances allocated to each Tract,
and only that amount, regardless of whether it is more or less than the
amount of actual production of Unitized Substances from the well or wells, if
any, on the Tract, shall be deemed conclusively to have been produced from
the Tract.

Distribution within Tracts

The Unitized Substances allocated to a Tract shall be distributed by the
Working Interest Owners thereof among, or accounted for to, the Parties
entitled to share in the production from the Tract in the same manner, the
same proportions, and upon the same conditions as they would have
participated and shared in the production from the Tract, or in the proceeds
from the sale thereof, had the Unitized Substances allocated to the Tract
been actually produced therefrom by the Working Interest Owners.
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604.

605.

606.

Calculation of Royalty

For the purpose of calculating royalty with respect to each Tract, the royalty
payable under the respective Lease, agreement or other instrument covering
such Tract shall be calculated on the Unitized Substances allocated to the
Tract, and at the applicable rate under such Lease, agreement or other
instrument. The Royalty Owners of each Tract agree to accept payment of
royalty so calculated in satisfaction of the obligation of a Working interest
Owner to make royalty payments on Unitized Substances under the Lease,
agreement or other instrument covering such Tract; but a lessee under a
Lease shall not be relieved from making payment of royalty to its lessor if
payment is not made by the Working Interest Owner as aforesaid.

Taking Unitized Substances in Kind

The Unitized Substances allocated to a Tract shall be delivered in kind at the
time and place of production to the Parties entitled thereto who may, if there
is no interference with unit operations, construct, maintain and operate in the
Unit Area all necessary facilities for taking delivery in kind.

Failure to Take in Kind

To the extent that a Party entitled to take in kind any of the Unitized
Substances, fails to take or otherwise dispose of them at the time and place
of production, then so long as such failure continues, the Unit Operator, as
agent and for the account and at the expense of such Party, may sell, store,
inject or otherwise dispose of them. Where there is a sale, the net proceeds
shall be paid to the Party. The Unit Operator may contract for sale thereof
only for the minimum term obtainable, which in no event shall exceed one (1)
year. When the Unit Operator has so contracted, the Party may take its
share of the Unitized Substances in kind upon the expiration of the current
sales contract that it intends to take its share in kind. Any Party not taking in
kind may revoke at will the Unit Operator’'s authority hereunder by taking in
kind all of its share of the Unitized Substances not previously contracted for
sale by the Unit Operator.

Royalty on Outside Substances

If an Outside Substance is injected into the Unitized Zone, the first like
substance contained in the Unitized Substances subsequently produced and
sold or used other than for operations hereunder shall be deemed
conclusively to be an Outside Substance until a quantity equal to the quantity
of the QOutside Substance injected into the Unitized Zone is recovered. No
royalty shall be payable on any substance that is deemed conclusively to be
an Outside Substance.
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Oil in Lease Tankage and Over-Production as of the Effective Date

(a)

(b)

(c)

A proper and timely gauge shall be made of all tanks delivered to the
Unit Operator to ascertain the amount of oil in such tanks as of the
Effective Date. If any wells producing into such tanks have made
more than their cumulative production allowables as set by the
Department of Energy & Mines, the amount of such over-production of
oil then in such tanks that has, prior to the Effective Date, been
produced from those zones, which on the Effective Date, became the
Unitized Zone, shall be deemed to be Unitized Substances. Except as
aforesaid, the oil in such tanks shall remain and be at the risk of and
be the property of the person owing the same prior to the Effective
Date and upon request shall be delivered in kind to such person or, in
the absence of such request, shall be sold by the Unit Operator for the
credit of and on behalf of such person at not less than the prevailing
wellhead price, and the proceeds thereof shall be paid the purchaser
directly to such person.

If any production from those zones, which on the Effective Date
became the Unitized Zone, was in excess of the cumulative production
allowable of any Tract as of the Effective Date and such excess
production was sold prior to the Effective Date, the Unit Operator,
during each subsequent month after the fifth month next following the
Effective Date, shall withhold seventy five percent (75%) of the
Unitized Substances that would otherwise be allocated to such Tract
except for the provisions of this subclause, and the amount of
production so withheld shall be reallocated to all of the Tracts in
proportion to their respective Tract Participations. The withholding
from such Tract of oil that would otherwise be allocated shall be
continued until the accumulated total of such withholding is equal to
the amount of production in excess of the cumulative production
allowable of such Tract as of the Effective Date.

No allowance shall be made with respect to any wells that have
produced, up to the Effective Date, less than their cumulative
production allowables as set by the Department of Energy & Mines.

ARTICLE VI
USE, LOSS AND STORAGE OF UNITIZED SUBSTANCES

Use or Loss

The Working Interest Owners may use as much of the Unitized Substances,

Unit Agreement — Birdtaii Bakken “A” Sand Unit



702.

801.

901.

-9-

other than crude oil, as they deem necessary for the operation and
development of the Unitized Zone including, but not limited to, the injection
thereof into the Unitized Zone and in the operation of any plants handling
Unitized Substances. Unitized Substances so used or injected and Unitized
Substances lost shall be excluded in allocating Unitized Substances to
Tracts, and no royalty or other payment shall be payable in respect thereof,
except that in the case of Unitized Substances that have been so injected,
royalty shall be payable in respect thereof when such Unitized Substances
are ultimately recovered from the Unitized Zone and sold or used other than
for operations hereunder.

Storage

The Working Interest Owners are hereby granted the right to inject Unitized
Substances into the Unitized Zone for storage. Unitized Substances so
injected shall be excluded in allocating Unitized Substances to Tracts, and no
royalty or other payment shall be payable in respect thereof until they are
recovered from storage and sold or used other than for operations hereunder.

ARTICLE VIl
ENLARGEMENT OF UNIT AREA

inister's Consent

Notwithstanding anything to the contrary contained in this Agreement, if the
Minister is the owner of any Royalty Interest or Working Interest in any Tract
inciuded in the Unit Area, or in any lands proposed to be admitted to the Unit
Area pursuant to this Article, no enlargement of the Unit Area shall be carried
out until the Minister has in writing consented to such enlargement.

ARTICLE IX
TRANSFER OF INTEREST

Disposition

In this Article IX the term “disposition” means any disposition of a Working
Interest or a Royalty Interest, or any interest therein, whether legal or
equitable, by way of sale, assignment, transfer, lease, sublease, conveyance,
gift, change of possession or other transaction, and includes, without
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limitation, any realization upon any mortgage, charge or other security
interest, but shall be deemed conclusively not to include the grant or other
creation of any such security interest. A disposition of an interest in a Tract
by a Party shall cover the whole of or an undivided interest in the whole of
such Party’s interest in the Tract, and no disposition shall be binding on the
Unit Operator or the other Parties which are not parties to such disposition
unit.

(a) at least one of the parties to such disposition has given the Unit
Operator written notice of such disposition, together with a copy of a
document evidencing such disposition; and

(b) any acquiring parties which are not Parties have executed and
delivered to the Unit Operator a counterpart of this Agreement and, in
the event that the disposition is a disposition of a Working Interest, any
acquiring parties which are not parties to the Unit Operating
Agreement have executed and delivered to the Unit Operator a
counterpart of the Unit Operating Agreement.

Upon being provided with all of such items in respect of a disposition the Unit
Operator shall revise Exhibit “A” to reflect such disposition, and the revised
version of Exhibit “A” shall be effective as of 07:00 on the first day of the
calendar month next following the calendar month in which such items are
received by the Unit Operator.

Other Changes

If a Party changes its name or undergoes any other changes affecting the
information contained in Exhibit “A”, other than by way of disposition, such
Party shall provide the Unit Operator with written notice of such change,
together with a copy of a document evidencing the same. The Unit Operator
shall thereupon revise Exhibit “A” to reflect such change, and the revised
version of Exhibit “A” shall be effective as of 08:00 on the first day of the
calendar month next following the calendar month in which such items are
received by the Unit Operator.

Notices

All notices to the Unit Operator pursuant to this Article IX shall be in writing
and shall be sufficiently given:

(a) if delivered by hand or by courier to a Party at its address for service

as hereinafter provided, on any day other than a Saturday, a Sunday
or a statutory holiday in Alberta.
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(b) except during any period of actual or impending postal disruption, if
sent by first class mail, postage prepaid, posted within Canada or the
United States, to a Party at its address for service as hereinafter
provided; or

(c) to any Party which has provided a direct telecommunication number
as part of its address for service, if sent by telecommunication to such
Party at such number on any day other than a Saturday, a Sunday or
a statutory holiday in Alberta, or in Saskatchewan.

Any notice or communication given by delivery as aforesaid shall be deemed
conclusively to have been given and received on the date of delivery, any
notice or communication given by mail as aforesaid shall be deemed
conclusively to have been given and received on the fourth day following the
date of mailing (Saturdays, Sundays and statutory holidays in Alberta, or in
Saskatchewan excepted), and any notice or communication given by
telecommunication as aforesaid shall be deemed conclusively to have been
given and received on the date on which the transmission thereof has been
completed.

For the purpose of this Clause 903, the address for service for each Party
shall be the address set forth below the place of its execution of the
counterpart hereof delivered to the Unit Operator. The Unit Operator may
change its address for service by given written notice thereof to each of the
other Parties, and any other Party may change its address for service by
giving written notice thereof to the Unit Operator. The Unit Operator shall,
upon request therefor, furnish any Party with the address for service of any
other Party.

ARTICLE X

IN GENERAL

Force Majeure

Neither the Unit Operator nor any Party shall be deemed to be in default with
respect to non-performance of its obligations hereunder, other than financial,
if and so long as its non-performance is due, in whole or in part to any cause
beyond its reasonable control, but lack of funds shall not a cause beyond a
Party’s reasonable control. The performance of such obligations shall begin
or be resumed within a reasonable time after such cause has been removed.
Neither this Agreement nor any Lease or any other agreement or instrument
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relating to the Unitized Zone or Unitized Substances shall terminate by
reason of suspension of unit operations for the cause set forth in this clause.

Taxes

Each Party shall be separately liable to the extent of its ownership for all
taxes on Unitized Substances and with respect to the production or sale of
Unitized Substances. A Working interest Owner may, at any time and from
time to time, pay said taxes on behalf of its Royaity Owner and deduct the
amount of the payment from the Royalty Owner's royalty. Taxes on
production or the value thereof shall be adjusted so that they are borne as if
the basis of taxation was the allocation of Unitized Substances hereunder.

Rights of Redemption

A Working Interest Owner may, at any time and from time to time, with full
rights of subrogation, redeem for its Royalty Owner any agreement for sale,
mortgage, or other lien or encumbrance of any kind or nature affecting any
interest in the Unit Area in the event of default of payment by the Royalty
Owner and may deduct the amount of any payment made hereunder from the
Royalty Owner’s royalty.

Interpretation

The clause headings in this Agreement shall not be considered in interpreting
the text.

Number and Gender

In this Agreement words importing the singular include the plural and vice
versa, words importing gender include the masculine, feminine and neuter
genders, and references to persons include individuals, corporations,
partnerships, bodies politic and other entities, all as the context may require.

Time is of the Essence

In this Agreement time is of the essence.

Inuring Clause

This Agreement shall inure to the benefit of and be binding upon the Parties
and their respective heirs, executors, administrators, successors and assigns.
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Governing Law

This Agreement shall be governed by and construed in accordance with the
laws of the Province of Manitoba, and each of the Parties submits to the
jurisdiction of the courts of the Province of Manitoba for the interpretation and
enforcement hereof.

ARTICLE XI

EFFECTIVE DATE

Effective Date

The unitization provided for herein shall become effective at 7:00 a.m.,
Central Standard Time, on the first day of the first calendar month following
the date of:

(a) the filing of an executed copy of this Agreement with the Minister.

Notice of Effective Date

As soon as possible after the Effective Date, the Unit Operator shall notify its
Royalty Owners, except the Crown, of the Effective Date.

ARTICLE XI!

TERM

Termination

This Agreement terminates ninety (90) days after all wells for the production
of Unitized Substances in the Unit Area have been abandoned or plugged,
and thereafter the Parties shall be governed by the terms and provisions of
their Leases and contracts.

Salvaging Equipment upon Termination

The Royalty Owners grant to the Working Interest Owners a period of six (6)
months after termination of this Agreement in which to salvage, sell, distribute
or otherwise dispose of the personal property and facilities used in connection
with unit operations.
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1203. Notice to Royalty Owners

The Working Interest Owners shall give notice in accordance with their
Leases to their respective Royalty Owners of the termination of this
Agreement within thirty (30) days thereafter.

IN WITNESS WHEREOF the Parties have executed this Agreement each on the
date shown opposite its execution hereof.

WORKING INTEREST OWNER: ?ﬁD@RESS EEgGOy) LTTD.
Company /

F—wwj 12, (939 Ko Bols

Date
. : - —
éwéou FRASER
ice-President, Land

(Print)

ROYALTY OWNER:

Date (Signature)

Execution Page of the
Unit Agreement — Birdtail Bakken “A” Sand Unit
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PROPOSED TRACT PARTICIPATION

Formula:

- The unit working interest will be calculated by combining 50% of original
oil in place with 50% of the production from the same lands.

TRACT Factor = '50%(A)+50%(8B)

A = The average production from wells in a TRACT from Aug, Sept, Oct
and Nov 98.

B = Proven, Develop Producing Original Qil in Place plus 50% Probable
Original Oil in Place.

Factors for A are found in Table 1, 5
Factors for B are found in Table 2, 4

TRACT FACTORS are found in Table 3



TRACT#

CALCULATION OF “A” FACTORS

LEGAL

TWP 16 R27 W1

05-04-16-27W1
12-04-16-27W1
13-04-16-27W1
14-04-16-27W1

07-05-16-27W1
08-05-16-27W1

09-05-16-27W1
15-05-16-27W1
16-05-16-27W1
N/A

04-09-16-27W1

TOTAL

PROD. RATE
4 MOS.
M3

332.8

279.3
144.9
35.0

0.0
200.3

2423
110.7
183.9

% PROD.

A

20.337

17.068
8.555
2.139

12.240
14.807

6.765
11.238

TABLE 1

5% OF
PROD.

10.169
8.534
4.427
1.069
6.122
7.403

3.382
5.619
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TABLE 3

UNIT INTERESTS

Tract# 50% (PDP + 50% Prob) + 50% (Production rate) =Wl

0.5xB 0.5xA
1 8.638 + 10.169 =18.807
2 10.374 + 14.030 = 24.404
3 10.152 + 6.122 =16.274
4 16.385 + 16.404 =32.789
5 0.534 + 0.0 = 0.534
6 3.917 + 3.275 = 7.192




TABLE 4

CALCULATION OF “B” FACTORS

Tract# PDP +50% PROB WORKING INTEREST 50% (PDP + 50% PROB)

1 40370 17.275 8.638 ?
2 59295 20.748 10.374
3 58023 20.303 10.152
4 93649 32.769 16.385
5 3054 1.069 0.634

6 22395 7.836 3.917
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EXHIBIT “C”

GEOLOGICAL MAPS AND TYPE LOG OF UNITIZED ZONE
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EXHIBIT C

TYPE LOG
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