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UNIT AGREEMENT

NORTH EBOR UNIT NO. 2

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, as hereinafter

provided;

NOW THEREFORE in consideration of the covenants herein

contained, the Parties agree as follows:

ARTICLE I

DEFINITIONS

101. Definitions

In this agreement:

(a) "Conservation Board"™ means The O0il and Natural Gas

Conservation Board of the Province of Manitoba;

(b) "Effective Date" means the time and date referred to in

Article XIV;
(c) ", ease" means an instrument granting a Working Interest

in any lands in the Unit Area;




(d)

(e)

(£)

(g)

"Qutside Substances' means any substances

initially obtained from any source other than the
Unitized Zonme or any Unitized Substances with
respect to which royalty has been paid;

[}

'Party" wmeans a person who 1is bound by this

Agreement;

"Petroleum Substances" means petroleum, natural

gas and related hydrocarbons (except coal) and
all substances whether gaseous, liquid or solid,
which'are prtoduced in association therewith, or
any of Ehem;

"Royalty Interest” means

(i) an ownership, fee simple, or similar estate
in Petroleum Substances in the Unitized
Zone, or

(ii) a right to a share of Petroleum Substances
produced from the Unitized Zone, to a share
of the proceeds from the sale of such
Petroieum Substances, or to a payment based
on the quantity or valge of such Petroleunm
Substances,

but does not include a Working Interest, the

Interest of a purchaser of such Petroleun

Substances "~ after production, or a mortgage,

charge or like interest granted as security in a

financial transaction;




(h)

(1)

(1)

(k)

(1)

(m)

(n)

(o)

"Royalty Owner” means a Party owning a Royalty

Interest in or in respect of Unitized Substances;

"Spacing Unit"” means the area allocated to a well

by the Conservation Board with respect to the
Unitized Zone for the purpose of drilling for or

producing Petroleum Substances;

“Tract” means a parcel. of land described and

given a Tract number in Exhibit "A" and shown
outlined on Exhibit "B";

"Tract Participation” means the Participation

percentage allocated to a Tract pursuant to
Article VI and set forth in Exhibit "A";

"Unit Area”™ means the lands described in Exhibit

"A” and shown outlined on Exhibit "B";

"Unit Operations” means aany operations or

activities undertaken 1in connection with the
Unitized Zone, the production or haadling 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 person who Is so

designated under the Unit Operating Agreement;

"Unit Operating Agreement” means the agreement

entitled "Unit Operating Agreement ~ North Ebor
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(p)

(q)

(r)

(s)

(t)

Unit No. 2" entered into by the Working Interest
Owners;

"Unitized Zone"” means the Bakken Formation of the

Mississippian Age underlying the lands within the
Unit Area as same 1s shown on the compensated
neutron litho-density log of the Tundra Daly
9-14-10-29 WPM well 1in 9-14-10-29 WPM, in the
Province of Manitoba between the 1intervals of
853.5 metres and 862.0 metres as measured from
the kelly bushing at 9-14-10-29 WPM and shown on
Exhibit "C";

"Unitized Substances” means Petroleum Substances

in or obtained from the Unitized Zone;

"Working Interest” means any interest which

entitles the owner thereof to produce and dispose
of, or to participate in the production and
disposition of, Petroleum Substances £from the
Unitized Zone, and with which 1s associated a
responsiblity to bear all or a portion of the
costs of recovering such Petroleum Substances;

"Working Interest Owner"” means a party owning a

Working Interest in or in respect of Unitized
Substances;

"Minlster” means the member of the executilve

Council charged by the Lieutenant Governor 1in
Council with the administration of The Mines Act

of Manitoba.
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ARTICLE 1II
EXHIBITS

201. Exhibits

The following exhibits are attached to and

incorporated in this agreement:

(a) Exhibit "A" which numbers and describes each

Tract and sets forth its Tract Participation, the
names of the Owners of the Working Interest and
their respective shares of the Working Interest,
together with the names of the Royalty Owners and
thelr respective shares of the Royalty Interest;

(b) Exhibit "B" which is a plan of the Unit Area

identifying the Tracts;

(e¢) Exhibic "C" which is a reproduction of a portion

of the compensated neutron litho-density leg

referred to in sub-clause 101(p) hereof.

202. Exhiblits Correct

Each exhibit shall be deemed conclusively to be
correct to the effective time of a revision or correction

thereof as herein provided.

203, Correction of Exhibits

If any mistake or mechanical error occurs in an

exhibit, Unit Operator may, or upon request of the Working
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Interest Owners shall, prepare a corrected exhibit but Lhe data
used in establishing Tract Participations shall not be

re—-evaluated.

204. Effective Time

Any corrected exhibit prepared on or before the
Effective Date or within 90 days thereafter shall be effective
on the Effective Date. Any corrected exhibilt prepared after the
said 90 days shall be effective at 8:00 a.m. on the first day of
the calendar mounth next following its preparation or on such

other date as is determined by the Working Interest Owners.

205, Supplying of Exhibicts

Each time that an exhibit 1s revised or <corrected
pursuant to this agreement, Unit Operator shall supply the
Conservation Board and the Department of Energy and Mines,
Manitoba with two copies each and shall supply each Working
Interest Owner with the number of copies of the exhibit 1t
requests. Each Working Interest Owner shall supply each of its
Royalty Owners, excepting the Crown, with a copy thereof.

206. Form of Revised or Corrected Exhibits

Exhibitcs that are revised or corrected shall show the
effective time of the revision or correction and shall be num-

bered consecutively.




ARTICLE III

UNITIZATION AND EFFECT

i0l. Unitization

On and after the Effective Date the interests of each
Royalty Owner and of each Working Interest Owner in the Unitized
Substances and 1in the Unitized Zone are hereby unitized, in

accordance with the provisions of this agreement.

302. Personal Property Excepted.

All lease and well equipment heretofore or hereafter
placed by any of the Working Ianterest Owners on lands comprised
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. The Working Interest Owners' rights and

interests therein are set forth in the Unit Operating Agreement.

303, Continuation of Leases

All Unit Operations and all 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 eaach Lease and any other agreement or instrument relating
to the Unitized Zone or Unitized Substances as if such
operations had been conducted on, or a well had been drilled and
was producing from each Tract or Spacing Unit, or portion

thereof, in the Unit Area.

If from time to time during the term of this Agreement
the production of Unitized Substances and the conduct of other

Unit Operations is temporarily interrupted or suspended:

(a) for any period not exceeding ninety (90)

consecutive days or

(b) for any period during which an event of force

majeure contemplated by clause 1305 is 1in effect,
then, for the purposes of this clause 303, Unitized Substances
shall be deemed to have been produced throughout any such

period.

304, Leases Amended

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

agreement,




305. Ratification of Leases

Except for a lease in respect of whieh a Royalty Owner
is involved in a court action which has been commenced and is
pending on the Effective Date, each Royalty Owner hereby
ratifies each Lease, as amended by this agreement, to which 1t
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 Lease is in effect as of the Effective
Date. The provisions of this c¢lause 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 4in this agreement, nor the Unit Operating
Agreement shall be construed as a transfer or exchange of any
interest in the Leases, Tracts or Unitized Zone, or in the

Onitized Substances before production thereof.

307. Name
The name of the Unit hereby constituted is "North Ebor

Unit No, 2".




ARTICLE IV

AUTHORITY TO WORKING INTEREST OWNERS

401, 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
Tract or Spacing Units in such manner and by such means and
methods a&as the Working Interest Owners consider appropriate.
Without limiting the generality of the foregoing, 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 way delegate to Unit
Operator any of the rights and powers herein or otherwise

granted to them,

403, Vote of Working Interest Owners

Any matter to be determined under this agreement by the
Working Interest Owners may be determined by vote of the

parties to the Unit Operating Agreement as prescribed therein.
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501.

Effective
502:
(a)
(b)

502.

ARTICLE V

INCLUSION AND QUALIFICATION OF TRACTS

Tracts Included on Effective Date

The Tracts included in the Unit Area as of the

Date are those Tracts which are qualified under clause

before the Effective Date; or

on or within 90 days after the Effective Date.

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 clause 1102 and when:

(a)

(b)

owners of one hundred percent (100%Z) of the
Working Interest therein have become Parties and
parties to the Unit Operating Agreement and
owners of one hundred percent (100%) of the
Royalty Interest therelan have become Parties; or

owners of one hundred percent (100%Z) of the
Working Interests thereln 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

Interest Owners, to indemnify the other Working

- 11 -




Interest Owners in a form and manner satisfactory
to them for any loss or damages that may be
suffered by such other Working Interest Owners 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

(¢) owners of Working Interest therein have agreed
with the owners of Working Interests then Parties
and parties to the Unit Operating Agreement as to
the basis on which the Tract shall become quali-
fied, where the Tract cannot be qualified

pursuant to subclause (a) or (b) of this clause.

503. Revision of Exhibits

Within 120 days after the Effective Date the exhibits
shall be revised, if necessary, to set out only those Tracts
included 1in the Unit Area under ¢this Article. The revised
Exhibit "A" shall set forth the Tract Participations of the
Tracts recalculated on the same basis and using the same data as
that used in the calculation of Tract Participations in tpe
original Exhibit "A" and so that thefir summation is 100 per
cent. The exhibits as so revised shall be effective as of the

Effective Date.




ARTICLE VI

TRACT PARTICIPATION

601. Tract Participation

Each Tract has an interim Tract Participation as
shown on Exhibit m™AY, The interim Tract Participation has
been calculated on the basis of the average daily oil
production rate in the 90 days immediately prior to June 1,
1991. The average daily oil production rate over their
entire production history has been used for wells which had
less than 90 days of production history. The interim Tract
Participation shall be effective commencing on the
Effective Date and continuing until January 31, 196¢2. On
February 1, 1962, the final Tract Participation shall be
effective. At that time, the final Tract Participation
shall be re-calculated as follows:

(a) the injection well in Tract No. 8 will retain its
interim Tract Participation of 6.48%; and,

(b) the remaining 93.52% interest will be apportioned
among the remaining Tracts on the basis of the
average daily oil production rate for each Tract.
The average daily oil production rate for each
Tract shall be calculated using the production
history of the 270 producing days immediately
preceeding February 1, 1992, for that Tract.
Wells which have less than 270 days of production
history will use the average dailly o¢ll rate over

their production history.
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ARTICLE VII

ALLOCATION OF UNITIZED SUBSTANCES PRODUCED

T01. Allocation to Tracts

Subject to clauses 801 and 802 the Unitized Substances
when produced shall be allocated to the Tracts 1in accordance
with their Traect Participations. The amount of Unitized
Substances allocated to each Tract, and only that amount,
regardless of whether it be 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.

T02. Allocation Among Parties

The Unitized Substances allocated to a Tract shall be

further allocated among the Working Interest Owners thereof

- 13B =~




in accordance with their respective percentage Working Interests
in the Tract as set forth {in Exhibit "A"; and the Working
Interest Owners of each Tract shall account to the Royalty
Owners of sﬁch Tract for any royalty payable or deliverable to
such Royalty Owners in respect of the Unitized Substances allo-

cated to such Tract.

703. Calculation of Royalty

" The Working Interest Owners of each Tract shall calcu-
late royalty on the Unit{ized Substances allocated to the Tract
at the applicable rate under the Lease, other agreement or
lnstrument relating to the Tract. The Royalty Owners of each
Tract agree to accept payment of royalty so calculated in satig-
faction of the obligation of a Working Interest Owner to make
royalty payments on Unitized Substances under the Lease, agree-
ment or other instrument covering such Tract; but a lessee under
a Lease shall not be relieved from making payment of royalty fo
its lessor if payment is not made by the Working Interest Owner
as aforesaid. In calculating royalty on residue gas, sulphur and
fluid hydrocarbons, or any of them, obtalned by processing
Unitized Substances, other than crude oil, by compression,
absorption or other plant extraction or stabilization, proper
allowances shall be mwmade for costs, expenses and charges,
including a reasonable return on investment, dincurred 1in or
attributable to gathering and processing the Unitized Sub-

stances.




704. Taking Unitized Substances in XKind

The Unitized Substances allocated to a Tract shall be
delivered 1in kind at the time and place of production to the
Working Interest Owners entitled thereto who may, if there is
no interference with Unit Operations by then, construct,
maintain and operate in the Unit Area all necessary facilities

for taking delivery in kind.

705. 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 dis-
pose of them at the time and place of production, then so long
as such failure continues, Unit Operator, as agent and for the
account and at the expense of such Party may sell, store, inject

"net

or otherwise dispose of them. Where there is a sale the
proceeds" remaining from the sale shall be paid to the Party.
Unit Operator may contract for the sale thereof only for the
minimum term obtainable which in no event shall exceed 1 year.
When 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. The "net proceeds" for the purpose
of this Clause shall mean the proceeds from the sale of the

non-taking Party's share of production, less all direct costs of

the sale, including processing and shipping costs.

706, Royalty on Qutside Substances

If an Qutside Substance is injected inte the Unitized
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Zone, the  first 1like substance <contained in the Unitized
Substances subsequently produced and sold or used other than for
operations hereunder shall be deemed conclusively to be that
Outside Substance until a quantity equal to the quantity of the
Qutside Substance injected into the Unitized Zone 1s recovered.
No royalty shall be payable on any substance which 1is deemed

conclusively to be an Outside Substance.

ARTICLE VIII

USE, LOSS AND RE-INJECTION OF UNITIZED SUBSTANCES

BOl. Use or Loss

The Working Interest Owners may use as much of the
Unitized Substances, other than crude oil, as they deem
necessary for Unit Operations. Unitized Substances so used or
injected and Unitized Substances lost shall be excluded 1in
allocating Unitized Substances to Tracts, and no royalty or

other payment shall be payable in respect thereof.

802. Re-Injection

The Working Interest Owners are hereby granted the
right to re-inject Unitized Substances into the Unitlzed Zone
for any purpose related ¢to the Unit Operations. Unitized
Substances so injected shall be excluded in allocating Unitized
Substpnces to Tracts, and no royalty or other payment shall be‘
payable in respect thereof until they are recovered for sale or

for use other than for Unit Operations.
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ARTICLE IX
ENLARGEMENT OF UNIT AREA

901. Enlargement

If an owner of a Working Interest on lands
adjoining the Unit Area, makes application, within 90 days
of the initial production date of a well on such adjoining
lands, to enlarge the Unit Area to include such adjoining
lands which are, or appear to be potentially productive of
Petroleum Substances from the Unitized Zone, the Working
Interest Oﬁners may approve the enlargement of the Unit
Area to 1include such adjoining lands on such terms and
conditions as the Working Interest Owners may consider
appropriate. If such adjoining lands qualify for inclusion
in the Unit Area under clause 502, the Unit Area shall be
enlarged to include such adjoining lands. Notwithstanding
that any owner of a Working Interest or a Royalty Interest
in suc¢h adjoining lands is already a Party, such owner
shall not, for the purposes of the qualification of such
adjoining lands under 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 cof such enlargement.

902. Adjustment of Tract Participation

The Tract Participation of each Traect added
pursuant to clause 901 shall be determined by the Working
Interest Cwners,

- 1TA -
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The Tract Participations shall then be adjusted in order

that:

(a)

(v)

(e)

(d)

the ratios of the Tract Participations of Tracts
shown on Exhibit ©"A"™ immediately prior to the
enlargement remain the same to each other; and

the total of the Tract Participations for all
Tracts of the enlarged Unit Area and Unitized Zone
is one hundred percent (100%).

The calculation of a revised interim Tract
Participation shall be based on production during
the 90 days immediately preceeding the Effective
Date of the enlargement, eiﬁher allocated to each
Tract shown on Exhibit A" immediately prior to the
enlargement or the actual production from each new
Tract to be included in the enlarged Unit Area.
The production of Unitized Substances, adjusted for
mechanical difficulties, multiplied by one hundred
and divided by the total production of Unitized‘
Substances from all wells within the enlarged Unit
Area for the aforesaid 90 day period results in
the revised interim Tract Participation. The
revised interim Tract Participation shall be
effective for the period c¢ommencing on the
Effective Date of the enlargement and continuing
for a period of 180 days and thereafter, the
revised final Tract Partioipation shall be
effective,.

The calculation of the revised final Tract
Participation shall be based on production during
the 270 producing days immediately preceeding the

- 17B -




Effective Date< of the revised final Tract
Participation, from all wells, excluding the
injection wells, included in the Unit Area, The
injection wells shall retain their revised interim
Tract Participations and the remaining interest
shall be apportioned among the remaining Tracts.
The production of Unitized Substances, adjusted
for mechanical difficulties, multiplied by one
hundred and divided by total production of
Unitized Substances, from all wells within the
Unit Area for the aforesaid 270 day period results
in the revised final Tract Participation of each
Tract within the Unit Area.

903. Exhibits
Unit Operator shall revise Exhibits "A"™ and "B" as

required by the enlargement.

904, Effective Time of Enlargement

An enlargement pursuant to clause 601 and an
ad justment of Tract Participations under this Article shall
become effective at 8:00 a.m. on the first day of the first
calendar month following approval of admission under c¢lause
901, Tract qualification under clause 502 and approval of
the Conservation Board.

905. No Retroactive Adjustment

There shall never be any retroactive adjustment of
the allocation of Unitized Substances by reason of an

enlargement under this Article.
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ARTICLE X

DISPUTES

1001. Disputes

If the title or right of a Party to receive in kind
all or any portion of the Unitized Substances allocated to a
Tract, or any share of the proceeds from the sale thereof, 1s in
dispute, the Party concerned shall forthwith give notice thereof
to Unit Operator. If Unit Operator 1is so notified or {if Unit
Operator is directed to do so by the Working Interest Ownefs in
the event that it 1is otherwise informed of the dispute, Unit
Operator shall withhold and sell the portion of the Unitized
Substances the title or right to which is in dispute, and hold
in trust the proceeds from the sale thereof until:
(a) .the Party concerned furnishes security in a form
and manner satisfactory to the Working Interest
Owners for the proper accounting thereof to the
rightful owner or owners if the title or right of
the Party shall fail in whole or in part, where-
upon the proceeds shall be paid to the Party; or
(b) the title or right thereto is established by a
final judgment of a Court or otherwise to the
satigfaction of the Working Interest Owners,
whereupon such proceeds shall be paid to the
person rightfully entitled.
If Unit Operator does not comply with this clause because it is

not notified of a dispute by a Party concerned, that Party
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hereby agrees to indemnify and save harmless Unit Operator from
any loss or damage suffered because of anything done or omitted

to be done by Unit Operator because it was not notified.

ARTICLE KXI

APPROVAL OF TITLES

1101. Titles Committee

The Working Interest Owners shall appoint a titles
committee which shall investigate the ownership of all Tracts.
Each Working Interest Owner shall submit to the titles committee
such title data and {nformation as the titles committee may
reasonably require from time to time. The titles committee shall
report the result of its investigation to the Working Interest
Owners specifying the ¢titles to Tracts which {it unanimously

recommends for approval.

1102. Approval of Titles by Working Interest Owners

The Working Interest Owners may approve:

(a) the titles of Working Interest Owners to Tracts
which  have been unanimously recommended for
approval by the titles committee; and

(b) the titles of Working Interest Owners to Tracts
which have 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,
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in a form and manner satisfactory to them, from
loss or damage that may be suffered by them in
respect of claims and demands wmade because of
subsequent failure of the Working Incerest
Owners' title.
Notwithstanding the foregoing, the Working Interest Owners may
approve any title that has not been unanimously recommended for

approval by the titles committee.

11013. Subsequent Failure of Title

I1f the title of a Working Interest Owner to a Tract
fails, the Tract shall be excluded from this agreement and the
Unit Operating Agreement as of 8:00 a.m. on the first day of the
calendar month in which the faillure of title is finally
determined unless;

(a) any other Party 1is held or declared to own the
title in which event that Party shall be bound by

this agreement and the Unit Operating Agreement

in respect of the Tract; or

(b) by the last day of the next following calendar
month the Tract qualifies for inclusion in the

Unit Area pursuant to clause 502.

1104. Revision of Exhibits

Unit Operator shall revise the exhibits to reflect any
change in ownership in or exclusion from this agreement of a

Tract pursuant to clause 1103. Where a Tract is excluded, the
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Tract Participatioas of the other Tracts shall each be
increased, without changing their ratios to each other, so¢ that
their summation is one hundred percent {100Z). The revised
exhibits shall be effective as of 8:00 a.m. on the first day of
the calendar moath in which the failure of title referred to in

clause 1103 i3 finally determined.

ARTICLE XII

TRANSFER OF INTEREST

1201. Disposition

In this clause "disposition"” means a sale, assignment,
transfer, lease, sublease, conveyance, parting with possession,
or any transaction of a similar nature, whether by trust or
otherwise. A disposition of én interest owned by a Party in a
Tract shall cover the whole or an undivided interest 1n the
Party's interest 1in such Tract. A disposition shall not be bind-
ing on Unit Operator until the acquiring parties who are not
Parties have executed and delivered to Unit Operator
counterparts of this agreement, and at least one of the parties
thereto has given notice thereof to the Unit Operator. Unit
Operator shall revise the exhibits to reflect each dispoesition
of an interest 1in a Tract and the revised exhibits shall be
effective as of 8:00 a.m. on the first day of the calendar month
next following the calendar month in which the notice |is

received by Unit Operator.




1202. Multiple Disposition Not to Increase Costs

If any disposition of an interest by a Party in a
Tract should be made to multiple parties so that the expense or
duties of Unit Operator are thereby increased, the Unit Operator
may require the assignee parties (and Party 1f 1t retains an
interest) to appoint one of their number as representing all of
them for the purpose of this agreement, unless arrangements
satisfactory to the Unit Operator are made to compensate the

Unit Operator for the increased expenses or duties.

ARTICLE XIII

IN GENERAL
1301. Execution in Counterpart
This agreement may be executed in separate

counterparts and all the executed counterparts together shall
constitute one agreement. Execution of this agreement by the
Minister shall be on behalf of the Crown only as owner of

Royalty Interest.

1302. Dual Capacity

If a Party owns a Working Interest and a Royalty
Interest, 1its execution of this agreement shall constitute

executlion in both capacities.

1303. Subsequent Execution

An owner of an ianterest in a Tract who has not become
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a Party as of the date the Tract was included in the Unit Area
under Article V or IX, may become a Party with respect to that
interest only on such terms and conditions as may be prescribed

by the Working Interest Owners.

1304. No Partnership

The duties and obligations of the Parties shall be
separate and not joint or collective. Nothing contained in this
agreement shall be construed to <create a partnership or

assoclation.

1305. Force Majeure

Neither Unit Operator nor any Party shall be deemed to
be in default with respect to non-performance including delay or
failure to partially perform any or all of 4its obligations
hereunder, other than financial, 1if and so long as fits
non-performance is due, in whole or in part, to any cause beyond
its reasonable control, but lack of funds shall not be 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 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,




1306. 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 wmay, at any time and frowm 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. Those
taxes with respect to the production or sale of Unitized Sub-
stances shall be adjusted so that they are borne as if the basis

of taxation was the allocation of Unitized Substances hereunder.

1307. Right of Redemption

A Working Interest 6wner may, at any time and from
time to time, with full rights of subrogation, redeem for 1its
Royalty Owner any agreement for sale, mertgage, 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 deduct the amount of any payment made hereunder from

the Royalty Owner's royalty.

1308. Interpretation

The clause headings 1in this agreement shall not be

congidered in {interpreting the text.

1309, Number and Gender

In this agreement words importing the singular include

the plural and vice versa; words importing the masculine gender
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include the feminine and vice wversa; and words importing

persons include firms or corporations and vice versa.
1310. Time
In this agreement all tiwmes are "official times" as

defined in The QOfficial Time Act of the Province of Manitoba.

1311. Compliance with Legislation

The provisions of The Mines Act and regulations of
Manitoba thereunder, as amended from time to time, take

precedence over this agreement.

ARTICLE XIV

EFFECTIVE DATE

1401. Effective Date

The wunitization provided for therein shall become
effective at 8:00 a.m. on the first day of the first calendar
month following:

(a) the date of the qualification under clause 502 of
Tracts having a combined Tract Participatiom of 100
percent as originally set out in Exhibit "A", and

(b) the date of the Unit Operator receiving written

approval of this agreement from the Conservation Board.




1402. Notice of Effective Date

As gsoon as possible after the Effective Date Unit
Operator shall notify all Working Interest Owners, the
Conservation Board and the Department of Energy and Mines of
Manitoba of the Effective Date and each of the Tracts qualified
as of the Effective Date, and each Working Interest Owner shall

advise each of its Royalty Owners of the Effective Date.

1403. Release of Parties

This agreement shall cease to bind the Parties if the
unitization provided for herein has not become effective on or

before the f£irst day of September, 1990.

ARTICLE XV

TERM

1501. Effect of Execution and Delivery

Subject to clause 1403 this agreement is binding upon a
person who executes and delivers a counterpart thereof to Unit
Operator, and that person is bound by this agreement as of the
time of such delivery. This agreement inures to the benefit of
and 1is binding wupon the heirs, executors, administrators,

successors and assigns of the Parties.




1502. Termination

This agreement terminates ninety (90) calendar days
after all wells for the production of Unitized Substances in the
Unit Area have been abandoned, plugged or disposed of or wupon
the termination of the Unit Operating Agreeﬁent, and thereafter
the Parties shall be governed by the terms and provisions of
their Leases and other agreements or instruments relating to the

Unitized Zone or Unitized Substances.

1503. Salvaging Equipment Upon Termination

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

Unilt Operations.




1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

EDITH HANNAH BOLAM

DATE:

Witneas as to the Signature
of Edith Hannah Bolam

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, of the
)
PROVINCE OF MANITOBA ) of in the Province of
)
TO WIT: ) Manitoba make cath and say:
1. I was perasonally present and did see the within instrument and

duplicate duly signed and executed by Edith Hannah Bolan.

2, The said instrument and duplicate were executed at the
of in the Province of Manitoba,.

3. I know the said Edith Hannah Bolam and am satisfied that ahe is
the full age of eighteen years.

y, T am a subscribing witness to the said instrument and duplicate,

SWORN before me at the )
of in the Province of )
Manitoba this day of )

» A.D. 1991 )

A Commissioner for Gaths in and
for the Province of Manitoba.

My Commission expires
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1504, 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)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.
ALBERT D. COHEN

DATE:

Witness as to the Signature
of Albert D, Cochen

Execution Page forming part of the Unit Agreement - North Ebor

Unit No., 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, of the
)
PROVINCE OF MANITOBA ) of in the Province of
)
TO WIT: ) Manitoba make oath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Albert D. Cohen.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the =aid Albert D. Cohen and am satisfied that he is
the full age of eighteen years.

b, I am a subscribing witness to the sald instrument and duplicate.

SWORN before me at the )
of in the Province of )
Manitoba this day of )

, A.D. 1991 )

A Commissioner for Caths in and
for the Province of Manitoba.

My Commission expires
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1504, 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}

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

JOHN C. COHEN

DATE:

Witness as to the Signature
of John C. Cohen

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA I, of the

PROVINCE OF MANITOBA of in the Province of

St sl st Nt

TO WIT: make cath and say:

1. I was personally present and did see the within instrumeént and
duplicate duly signed and executed by John C. Cohen.

2. The sald instrument and duplicate were executed at the
of in the Province of .

3. I knoﬁ the said John C. Cohen and am satisfied that he is the
full age of eighteen years.

y, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the )
of in the Province of )

this day of )

s A.D. 1991 )

A Commissioner for Qaths in and
for the Province of .

My Commission expires
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1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

JOSEPH H. COHEN

DATE:

Witness as teo the Signature
of Joseph H. Cohen

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2,
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PROVINCE OF MANITOBA

AFFIDAVIT OF EXECUTION

CANADA I, of the

of in the Province of

St St St S

TO WIT: make oath and say:

I was personally present and did see the within instrument and
duplicate duly signed and executed by Joseph H. Cohen.

2. The said instrument and duplicate were executed at the
of in the Province of .
3. I know the said Joseph H. Cchen and am satisfied that he is
the full age of eighteen years.
y, I am a subscribing witneass to the said inatrument and duplicate.
SWORK before me at the )
of in the Province of )

this day of )

s, AD. 1991 )

A Commissioner for QOaths in and
for the Province of .

My Commission expires
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1504. 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)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.
MARTHA R. COHEN

DATE:

Witness as to the Signature
of Martha R. Cohen

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA I, ' of the

PROVINCE OF MANITOBA of in the Province of

Nt N Nn Nnd st

TO WIT: make oath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Martha R. Cohen.

2. The said instrument and duplicate were executed at the
of in the Province of .

3. I know the said Martha R. Cohen and am satisfied that she 1s the
full age of eighteen years,

y. I am a subscribing witness to the said inatrument and duplicate,
SWORN before me at the )
of in the Province of )

this day of )

» AD. 1991 )

A Commiasioner for Oaths in and
for the Province of .

My Commission expires
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1504, 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)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

MORLEY M. COHEN

DATE:

Witness as to the Signature
of Morley M. Cohen

Execution page forming part of the Unit Agreement - North Ebor

Unit No, 2.
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AFFIDAVIT OF EXECUTION

of the

in the Province of

CANADA ) I,
)

PROVINCE OF MANITOBA ) of
)
TO WIT: )

make oath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Morley M. Cohen.

2. The said instrument and duplicate
of in the Province

3. I know the said Morley M. Cohen
the full age of eighteen years.

b, I am a subscribing witness to

SWORN before me at the ‘ )

of in the Province of )
this day of )

, A.D. 1991 )

A Commissioner for Oaths in and
for the Province of .

My Commission expires

- 34B
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were executed at the
of .

and am satisfied that he 1is

said instrument and duplicate.




1504, 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)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

MANITOBA DEPARTMENT OF ENERGY
AND MINES

DATE:

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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1504. 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

calendar days thereafter.

IN WITNESS WHEREOF the Parties

agreement each on the date shown below,.

JACK SYDNEY

DATE:

within thirty (30)

have executed this

DAY

Witness as

to the Signature

of Jack Sydney Day

Execution Page forming part of the Unit Agreement - North Ebor

Unit No., 2.
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AFFIDAVIT OF EXECUTION

CANADA I, of the

PROVINCE OF MANITORBA of in the Province of

TO WIT: Manitoba make oath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Jack Sydney Day,

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Jack Sydney Day and am satisfied that he is
the full age of eighteen years.

y, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the )
of in the Province of )
Manitoba this day of )

, A.D. 1991 )

A Commissioner for QOaths in and
for the Province of Manitoba.

My Commission expires
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1504. Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

TERRANCE FREDERICK JACK DAY

DATE:

Witneass as to the Signature
of Terrance Frederick Jack Day

Execution Page forming part of the Unit Agreement ~ North Ebor

Unit No, 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, of the
)
PROVINCE OF MANITOBA ) of in the Province of
)
TO WIT: ) Manitoba make oath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Terrance Frederick Jack
Day.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Terrance Frederick Jack Day and am satisfied
that he is the full age of eighteen years.

g, I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the )
of in the Province of )
Manitoba this day of )

y A.D. 1991 )

A Commissioner for QOaths in and
for the Province of Manitoba.

My Commission expires
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1504, 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)

calendar dayas thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

LEASAM HOLDINGS LIMITED

DATE:

Execution Page forming part of the Unit Agreement - North Ebor

Onit No. 2.
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1504, 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)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

K8 RESOURCES LTD.

DATE:;

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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1504. Notice to Royalty QOwners

The Working Intereat Owners shall give notice in
accordance with their Leases to theilr respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed .this

agreement each on the date shown below.

JAMES D. MACDONALD

DATE:

Witneass as to the Signature
of James D. MacDonald

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, of the
)
PROVINCE OF MANITOBA ) of in the Province of
)
TO WIT: ) Manitoba make cath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by James D, MacDonald.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the sald James D, MacDonald and am satisfied that he is
the full age of elghteen years.

4, - I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the )
of ' in the Province of )
Manitoba this day of )

, A.D. 1991 )

A Commissioner for Oaths in and
for the Province of Manitoba.

My Commission expires
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1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below,.

DOREEN PERRON

DATE:

Witness as to the Signature
of Doreen Perron

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANAD A I, of the

PROVINCE OF MANITOBA of in the Province of

TO WIT:

R A

Manitoba make oath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Doreen Perron.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.
3. I know the said Doreen Perron and am satisfied that she is the

full age of eighteen years.

4, I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the )
of in the Province of )
Manitoba thias day of )

, A.D. 1991 )

A Commissioner for QOaths in and
for the Province of Manitoba.

My Commission expires
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1504. Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

MERVIN ROACH

DATE:

Witness as to the Signature
of Mervin Roach

Execution Page forming part of the Unit Agreement - North Ebor

Unit No, 2.
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AFFIDAVIT CF EXECUTICN

CANADA ) I, of the
)
PROVINCE OF MANITOBA ) of in the Province of
)
TO WIT: ) Manitoba make cath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Mervin Roach.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Mervin Roach and am satisfied that he is the
full age of eighteen years.

N I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the )
of in the Province of )
Manitoba this day of )

» A.D. 1991 )

A Commissioner for Qaths in and
for the Province of Manitoba.

My Commission expires

- 42B -




S

1504. 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)

calendar days thereafter,

IN VWITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.
DARLENE BEATRICE SMITH

DATE:

Witness as to the Signature
of Darlene Beatrice Smith

Execution Page forming part of the Unit Agreement - North Ebor

Unit No, 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, of the
)
PROVINCE OF MANITOBA ) of in the Province of
)
TC WIT: ) Manitoba make ocath and say:

1. I was personally present and did msee the within instrument and
duplicate duly signed and executed by Darlene Beatrice Smith.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Darlene Beatrice Smith and am satisfied that
she is the full age of eighteen years.

y, I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the )
of in the Province of )
Manitoba this day of )

, A.D. 1991 )

A Commissioner for Oaths in and
for the Province of Manitoba.

My Commission expirea
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1504, Notice to Rovalty Owners

The Working 1Interest Owners shall give notice in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

STRATA RESOURCES LTD.

DATE:

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

R. BARRY TALBOT

DATE:

Witness as to the Signature
of R, Barry Talbot

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA I, of the

PROVINCE OF MANITOBA of in the Province of

Tl N Nl N N

TO WIT: Manitoba make ocath and say:

1. I was personally present and did see the within instrument and
dupliocate duly signed and executed by R. Barry Talbot.

2. The said instrument and duplicate were executed at the
of in the Proviace of Manitoba.

3. I know the said R. Barry'Talbot and am satisfied that he is the
full age of eighteen years.

4, I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the )
of in the Province of )
Manitoba this day of )

y A.D. 1991 )

A Commissioner for Caths in and
for the Province of Manitoba.

My Commission expires
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504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.
LOUIE TOLAINI

DATE:

Witness as to the Signature
of Louie Tolaini

Execution Page forming part of the Unit Agreement - North Ebor

Unit No., 2.
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AFFIDAVIT OF EXECUTION

CANADA I, cf the

PROVINCE OF MANITOBA of in the Province of

e e e i

TO WIT: Manitoba make cath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Louie Tolaini.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Louie Tolaini and am satisfied that he is the
full age of eighteen years, )

y, I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the )
of in the Province of )
Manitoba this day of )

, A.D. 1991 )

A Comnmiassjioner for Oaths in and
for the Province of Manitoba.

My Commission expires
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1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

TUNDRA OIL AND GAS LTD.

DATE:

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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EXIHIBIT "A"
ATTACHED TO AND MADE PART OF THE
UNIT AGREEMENT
NORTH EBOR UNIT #2

TRACT PARTICIPATION

In this Exhibit the names of the Parties have been abbreviated as
follows:

Abbreviation Party

BOLAM EDITH HANNAH BOLAM

A. D. COHEN ALBERT D. COHEN

J. C. COHEN JOHN C. COHEN

J. H. COHEN JOSEPH H. COHEN

M. R. COHEN MARTHA R. COHEN

M, M. COHEN MORLEY M. COHEN

CROWN MANITOBA DEPARTMENT OF
ENERGY AND MINES

J. DAY JACK SYDNEY DAY

T. DAf TERRANCE FREDERICK JACK DAY

LEASAM LEASAM HOLDINGS LIMITED

K8 K8 RESOURCES LTD.

MACDONALD JAMES D. MACDONALD

PERRON DOREEN PERRON

ROACH MERVIN ROACH

SMITH DARLENE BEATRICE SMITH

STRATA STRATA RESOURCES LTD.

TALBOT R. BARRY TALBOT

TOLAINI LOUIE TOLAINI

TUNDRA TUNDRA OIL AND GAS LTD.

Effective as of the Effective Date
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UNIT OPERATING AGREEMENT

NORTH EBOR UNIT NO. 2

WHEREAS the Parties own Working Interests 1in the

Unitized Zone and desire to conduct Unit Operations;

NOW THEREFORE in consideration of the covenants herein

contained, the Parties agree as follows:

ARTICLE I
DEFINITIONS

101. Definitions

Unless otherwise defined herein, the definitions in the
Unit Agreement are adopted. In addition, in this agreement:

(a) "Affiliate Corporation™ means a corporation fulfilling

one of the following requirements:
(i) Parties, one of which contrcols the other; or
{(1i) two (2) or more Parties, both or all of which are
controlled by the same corporation.

For the pufposea herein, "controls" or m"controlled"
means control in any manner that results in control in
fact, whether directly through the ownership of shares,
or 1indirectly through a trust, a contract, the
ownership of shares of any other body corporate or
otherwise;

(b) "Commencement Date"™ means the time and date referred to

in Article XVII;




(c)

(d)

(e)

(£)

(8)

(h)

(1)

"Controllable Material” means Material which at

the time 1is so classified im the Controllable
Material Price Catalogue as most recently
recommended by the Petroleum Accountants Society
of Canada;

"Joint Account” means for the benefit, interest,

ownership, risk, cost, expense and obligation of
the Parties herete in proportien to each Party's
ﬁnit Parcticipation;

"Party" means a person Wwho 1is ©bound by this
agreement;

"Operating Committee” means the committee,

composed of duly authorized representatives of
each of the Parties =established pursuant to
Article IV";

"Unit Agreement” means the agreement entitled

"Unit Agreement - North Ebor Unit No. 17;

"Unit Facilities™ means all real aand personal

property of every kind, nature and description
(excepting Unitized Substances, the Unitized Zone,
rental equipment, and Unit Operator's soclely owned
equipment) in the possession of the Unit Operator
pursuant to this agreement;

"Unit Operations” means any operatiomns authorized

and provided for in the Unit Agreement and this
agreement, or either of them, for or in respect
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of the development and operation of the Unitized
Zone for the production of Unitized Substances;

(j) "Unit Participation” of a Party means the sum of

the Party's share of Tract Participations which
is the percentage of interest as set forth In
Exhibit "D";

(k) "Unit Well™ means a well listed in Exhibic "E"

and any well drilled or acquired for the Joint

Account.

ARTICLE 1II

CONFIRMATION OF UNIT AGREEMENT

201. Confirmation of Unit Agreement

The Unit Agreement 1s ratified and confirmed. In the
event of any conflict between the Unit Agreement and this
agreenent, the Unit Agreement shall prevail, With respect to all
matters not specifically provided for in this agreement, the
relevant provisions of the Unit Agreement shall apply mutatis

mutandis.

ARTICLE III

EXHIBITS

301. Exhibits Incorporated

Exhibicts "A"™, "B" and "C" of the Unit Agreement are

incorporated in this agreement by this reference.

- 3 -
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302. Exhibits Attached

The following exhibits are attached to and incorporated

in this agreement:

(a) Exhibit "D" ywhioh is a list of the Parties and

their respective Unit Participations;

(b) Exhibit "E" which is a 1list of the Unit Wells;

(c) Exhibit "F" which is the Accounting Procedure;

(d) Exhibit "G" which is the Insurance Requirements;

(e) Exhibit "H" which is the guidelines for equaliza-

tion of investment.

303. Revisions and Correctionas

Whenever Exhibits "A"™ and "B" are revised or corrected,
corresponding revisions or corrections of Exhibits ®D® and "En"
shall be made with concurrent effect. Exhibit "E" shall also be
revised as required to reflect additions or deletions of Unit

Wells.

304, Supplying of Exhibits

Each time that an exhibit 1is revised or <corrected
pursuant to this agreement, the Unit Operator shall supply each

Party with a copy of the revised exhibit.

305. Conflicts
If a provision of an exhibit conflicts with a provision

in the body hereof, the latter shall prevail.




ARTICLE IV

SUPERVISION AND CONTROL OF UNIT OPERATIONS

401. Qperating Committee

The Parties shall supervise and control Unit Opera-
tions through an Operating Committee composed of their duly
appointed representatives. Each Party shall as soon as possible
_ notify Unit Operator of the name and address of its representa-
tives and one or more alternate representatives who are
authorized to represent and bind the Party with respect to Unit
Operations. A Party may change any of {its representatives from
time to time by notice to Unit Operator. Two or more Parties may
appolnt the same person as their representative who shall cast a

separate vote for each of his principals.

402, Chairman
The representative of Unit Operator shall be Chairman

of the Operating Committee.

403. Meetings

The Operating Committee shall hold meetings whenever
called by Unit Operator, or 1f there 1s no Unit Operator, by
Parties having Unit Participations totalling ten percent (10%)
or more. Unit Operator may call meetings at any time on its own
motion, and shall call meetings whenever requested to do so by

representatives of any two Working Interest Owners. Unless the
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representatives of all Parties in writing waive their right to
notice, at least ten (l10) calendar days' notice of each meeting
shall be given to the Parties, with an agenda attached.
Reasonable details of matters on the agenda involving proposed
expenditures and enlargements of the Unit Area shall be given.
Matters not on the agenda may be voted upon only if the
representatives of all Parties, whether or not preseat at the

meeting, unanimously agree.

404, Voting Procedure

The respresentatives of the Parties shall determine all

matters properly coming before the Operating Committee as follows:

(a) Voting Interest. ) Except as otherwise provided in
this ;1ause and clause 4053, in voting on any matter
each Party shall have a voting interest equal to its
Unit Participation. Parties that are Affiliate
Corporations shall be deemed to be one Party and
shall be entitled to one vote representing their
entire combined interest,

{b) Vote Required - Generally. Except as otherwise

provided in this agreement, the Operating Committee
shall determine matters by the affirmative vote of
three (3) or more Partlies having voting interests

totalling seventy percent (70Z) or more, but if a




(e¢)

Party having a voting interest of more tham thirty
percent (30%) is the only one voting negatively, the
matter shall be carried even though the voting
interest of the Parties voting affirmatively total
less than seventy percent (702).

Vote Required - Special Matters

(i) Removal of Unit Operatocr. Unit Operator may

be removed by the affirmative vote of three or
more Parties having voting interests totalling
seventy percent (70%Z) or more of the total of
the wvoting 1interests of all the Parties
excepting Unit Operator, but for the purposes
hereof subelause (e) of this clause shall not
apply;

(1i) Qualification of Tracts. Matters in respect

of the qualification of Tracts for inclusion
in the Unit Area shall be determined by the
affirmative vote of three (3) or more Parties
having voting interests totalling seventy
percent (70%Z) or more;

(1ii) Enlargement of Unit Area. Matters in respect

of the enlargement of the Unit Area shall be
determined by the affirmative vote of three
(3) or more Parties having voting interests
totalling seventy percent (70X) or more;

(iv) Amendment or Replacement of Exhibit "F" or

Exhibit "G". Exhibits "F” and "G" may be




(d)

(v

amended or replaced by the affirmative vote
of three (3) or more Parties having voting
interests totalling ninety percent (90%) or
more, but if a Party having a voting interest
of ten percent (10%) of more is the only one
voting  negatively, the wotion shall be
carried even though the voting interests of
the Parties voting affirmatively total less
than ninety percent (90%);

Termination. The Unit Agreement, pursuant to

the provisions thereof, and this agreement,
may be terminated by the affirmative vote of
three (3) or more Partles having voting
interests totalling ninety percent (90%) or
more, but ‘for purposes hereof subclause (e)

of this clause shall not apply.

Vote by Notice

¢ 1)

(ii)

A Party not represented at a meeting may
vote on any wmatter on the agenda by prior
notice to Unit Operator;

Unit Operator wmay submit any matter, with
reasonable details of any proposed
expenditure or enlargement of the Unit Area,
to each Party by mail ballot notice. Each
Party shall by notice cast its vote with

Unit Operator within fifteen (15) calendar




days from the date of receipt of the mail
ballot notice. Such vote shall be binding
unless Unit Operator c¢alls a nmeeting or is
requested to <call a meeting pursuant to
clause 403 within five (5) calendar days
from the recelpt of mail ballot notice. Unit
Operator shall promptly notify each Party of
the result of a vote hereunder.

(e) Failure to Vote. A Party who does not vote on any

matter shall be deemed conclusively to have voted
affirmatively, but in recording the vote in the
minutes, ;he Party shall be shown as having been
present and abstained, been absent, or failed to
vote pursuant to a mail ballot notice, as the
cagse may be.

405. Initial Voting Interest

Each Party shall, during the period from the
Conmencement Date until ninety (90) calendar days after the
Effective Date, be deemed conclusively to have a voting interest
equal to the proportion, expressed as a percentage, that 1its
Unit Participation bears to the combined Unit Participations of

the Parties, as set forth in Exhibit "D".

406. Minutes
Unit Operator shall keep minutes of the proceedings of
each meeting of the Operating Committee and a copy thereof shall

be forwarded to each Party. The mianutes shall include the names
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of the representatives present, the Parties they represent and
any formal action taken by the Operating Committee. Minutes
shall be deemed to be correct as distributed and binding on all
Parties unl?ss written notice of errors or omissions is received
by Unit Operator within thirty (30) calendar days after the date

the minutes were deemed to be received by the Parties.

407. Parties Bound by Voting

A determination of a matter by the voting of Parties

in accordance with this agreement shall be binding upon all the

Parties.
ARTICLE V
RIGHTS AND POWERS OF THE OPERATING COMMITTEE
501, Rights and Powers of the Operating Committee

The Operating Committee shall have and exercise all
the rights and powers granted to the Working Interest Owners by
the Unit Agreement, except to the extent that certain of the
said rights and powers are by this agreement specifically
delegated to Unit Operator to be exerclsed by Unit Operator
subject to the orders, directions and limitatiomns given or

imposed by the Operating Committee.




601.

Uni

rights,

t

602.

(a)

(b)

ARTICLE VI

INDIVIDUAL RIGHTS AND PRIVILEGES OF THE PARTIES

Reservation of Rights

Except as otherwise provided in this agreement or the

Agreement, each party reserves to  itself all of its

powers, authorities and privileges.

Specific Rights

Each Party shall have:

at the Party's sole risk and expense, at all reasonable
times within normal business hours upon notice to Unit
Operator, the right to inspect all records and data
pertaining to Unit Operations in the possession of Unit
Operator and the right of access to the Unit Area, to
inspect Unit Operations and the Unit Facilitiles;

the right to conduct operations on its Tracts for

the discovery and production of Petroleum
Substances other than Unitized Substances on
condition that the Party shall protect the

Unitized Zone and prevent 1interference with Unit
QOperations. Each Party who exercises this right
agrees to indemnify all other Parties against all
actions, suits, claims, costs, loss, liabilircy,
damages and expenses that may be brought against
or suffered by them as a result of anything done

- 11 -




pursuant or relative to the exercising of such rights.

ARTICLE VII

UNIT OPERATCR

701. Unit Operater

The Parties hereby designate Tundra Oil and Gas Ltd. as
the initial Unit Operator, and Tundra 0il and Gas Ltd. hereby

accepts such designation.

702. Resignation or Removal

Unit Operator may resign at any time by giving ninety
(90) calendar days notice to the Parties. Unit Operator may be
removed by a vote of the Operating Coumittee in accordance with
clause 404(c)(1i). A Unit Operator who resigns or is removed
shall continue to have all {its rights, powers, duties and
obligations as Unit Operator hereunder until 8:00 a.m. on the
first day of the month immediately following the month in which
the said period of ninety (90) calendar days expires or until a
designated successor Unit Operator has taken over Unit
Operations whichever is the sooner. If Unit Operator becomes
bankrupt or insolvent or ceases to be a Working Interest Owner

it shall thereupon cease to be Unit Operator.

703. Designation of Successor

If Unit Operator resigns or is removed or ceases to be

- 12 -




Unit Operator, a successor Unit Operator shall forthwith be
designated by the Operating Committee. In voting on the
successor the departing Unit Operator may not vote to succeed

itself.

704. Takeover by Successor

Upon the effective time of a resignation, removal or
cessation, the departing Unit Operator shall turn over to 1its
successor, or 1f no successor has been designated, ¢to the
Parties or to any one of them on behalf of all, control and
possession of all Unit Facilities, wunit production on hand,
documents, books, records and accounts ({or copiles thereof)
pertaining to the performance of its functions as Unit Operator,
together with all monies held by it {in its capacity as Unit
Operator., If the title to any real property included 1in the
Unit Facilities 1is held in its name, it shall continue to hold
such property in trust for the Parties unless otherwise directed
by the.Operating Committee. Upon the date Unit Operations are
taken over by the successor Unit Operator, the departing Unit
Operator shall be released and discharged from and the successor
Unit Operator shall assume, all duties and obligations of Unitg
Operator; provided however ¢that the departing Unit Operator
shall continue to be liable for any and all unsatisfied duties
and obligations of the departing Unit Operator which arose prior
to the effective date the successor Unit Operator took over the

Unit Operations.




705, Audit Upon Change of Unit Operator

Within sixty (60) calendar days of the effective time
of Unit Operator's resignation, removal or cessation as Unitc
Operator, tﬁe Unit Operating Committee shall cause an audit to
be made of the records of the departing Unit Operator, the cost

of which shall be for the Joint Account.

706. No Assignment of Operating Rights

Except as authorized by the Operating Committee, Unit
Operator shall not assign its operating vights or obligations

under this agreement.

ARTICLE VIII

PERFORMANCE BY UNIT OPERATOR

801. Status
Unit Operator shall, 1in addition ¢to its —rights,
powers, duties and obligations as Unit Operator, have all the

rights, powers, duties and obligations of a Party.

802, Rights, Powers, Duties and Obligations

Subject to this agreement and the Unit Agreement and
to any orders, directions and limitations given or imposed by
the Operating Committee or by regulatory bodies having
jurisdiction, Unit Operator shall conduct or cause to be
conducted all Unit Operations. Without limiting the gzenerality

of the foregoing, Unit Operator shall:
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(a)

(b)

(e)

(d)

(e)

make all necessary reports relating to Unit
Operations to the appropriate governmental
agency;

keep true and <correct books, accounts aund
records of the Unit Operations and furnish co
each Party on or before the thirtieth (30th)
day of each calendar month a statement of the
amount of Unitized Substances produced and the
sales and inventory of such production in the
preceeding calendar month and such other data
and information as the Operating Committee may
require.

provide each Party with timely statements of
financial results on a monthly basis and remit
net proceeds of production received for the
account of non-operators promptly on completion
of those monthly statements;

furnish to each Party such reports of Unit
Operations as the Operating Committee may direct
and consult with the Operating Committee and
keep the Parties advised of all matters arising
in connection with Unit Operations which Unit
Operator considers important;

conduct all.Unit Operations in a good and work-
manlike manner, in accordance with good oll and
gas field practices and in accordance with all

applicable laws, orders, rules, and regulations;




(f) keep the Leases, the Unit Area and the Unit Facilities
free from all liens and encumbrances resulting or arising
from Unit Operations, except liens being contested 1in
good faith;

(g) comply and require its contractors to comply with The
Workers' Compensation Act and carry and require its
contractors to carry, with respect to Unit Operations,
such liability insurance for the benefit of the Parties
as set forth in Exhibit "G", but this shall not prevent a
Party from procuring and maintaining at its sole cost and
expense and for its sole benefit such insurance on Unit
Facilities as it shall determine if the Party's insurance
policy contains a waiver on the part of the insurance
carrier of all rights, by subrogation or otherwise,
against any Party not named as an insured in the policy;
and

(h) let contracts for portions of Unit Operations on a
competitive basis, but Unit Operator may use its own
facilities and equipment for such operations and charge
for usage thereof in accordance with paragraph 208 of
Exhibit "F".

In the absence of any aspecific instruction from the
Operating Committee; Unit Operator shall conduct, or cause to be
conducted, such Unit Operations as would a prudent operator under

the same or similar circumstances.




803, Employees

The number, selection, hours of labour and remunera-
tion of employees wused by Unit Operator in conducting Unit
Operations shall be determined by Unit Operator. Such employees

shall be the employees solely of Unit Operator.

804, Expenditures

Unit Operator shall not make or inecur any expenditure
for the Joint Account, other than an operating or mailntenance
expenditure allowed by an approved forecast, without the
approval of the Operating Committee except for those expendi-

tures indicated in Exhibit "F".

ARTICLE IX

LIABILITIES AND OBLIGATIONS

901. Liability of Unit Operator

Unit Operator, 4its servants, agents or employees,
shall not be liable to the other Parties for any loss or damage
guffered by the Parties resulting or arising from Unit
Operations except when and to the extent that such loss or
damage results from the gross negligence or wilful or wanton
misconduct of Unit Operator, its servants, agents or employées.
Each Party in the proportion of its Unit Participation
indemnifies and agrees to hold harmless Unit Operator, 1its
servants, agents and employees agalinst any claim of, or

liability to, any third person resulting from acts or omissions
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of Unit Operator, its servants, ageunts or employees in respect
of Unit Operations, except when and to the exteat that such
claim or liability results from the gross negligence or wilful
or wanton misconduct of'Unit Operator, its servants, agents or
employees. For the purposes of this clause, an act or omission
of Unit Qperator, its servants, agents or employees, shall not
be deemed gross negligence or wilful or wanton misconduct 1f
such act or omission is done or omitted pursuant to the
instructions of, or with the concurrence of, the Operating

Committee,

502, Taxes, Rentals and Royvyalties

Each Party shall pay or be responsible for the payment
of all taxes (other than taxes on Unit Facilities which shall be
paid by Unit Operator for the Joint Account), rentals and
royalties applicable to the Party's Working Interest in the
respective Tracts and shall indemnify and save harmless all
other Parties from all claims, suits, loss, costs, expenses and

damages paid or incurred by them as a result of 1its failure to

do so.
ARTICLE X
UNIT FACILITIES
1001. Delivery of Wells and Equipment

Upon the Effective Date each Party shall deliver to

Unit Operator the exclusive use and possession of such Party's

- 18 -




interest in:

(a) all OUnit Wells together with all casing therein; and

(b) all tubing, flowlines, wellsite and other operating
equipment used in the operation of the Unit Wells which
the Operating Committee determines 1s necessary or
desirable for conduceting Unit Operations, except
warehouses, leased houses, camps, office buildings and
automobiles and other service equipment.

(¢) all Unit Wells mnust be flowlined to the battery at
9-14-10-29 WPM prior to the Effective Date. If a Unit
Well has not been flowlined prior to the Effective
Date, all costs incurred to flowline shall be at the
.Horking Interest Owners'! expense and shall not be for
the joint account.

1002, Delivery of Records

Upon the Effective Date each Party shall deliver to
Unit Operator copies of all records and information pertaining
to Unit Wells, and any other pertinent information and records
requested by Unit Operator.

1003. Teating of Unit Wells

If, by a test conducted by Unit Operator within 90 days
after the Effective Date, any Unit Well is found by Unit
Operator not to be in socund working condition, the Party
delivering it shall bear the entire cost and risk of putting it
in sound working condition; provided that if a Party disagrees
with Unit Operator's finding, the matter shall be finally
decided by the Operating Committee. Either the Party shall

authorize Unit Operator to carry out the remedial work on its




behalf, or the Operating Committee shall determine how and by
whom the work shall be carried out or the amount that, in lieu
of the work being carried out, shall be paid by the Party to
Unit Operator for the Joint Account. All costs incurred by Unit
Operator hereunder, or the amount to be paid by the Party in
lieu thereof, shall be deemed conclusively to be amounts owing

by the Party within the meaning of Article XII.

1004, Adequacy of Wellsite and Other Operating Equipment

I1f, withian 90 days after the Effective Date, Unit
Operator determines that a Unit Well does not have adequate
wellsite and other operating equipment, the Party delivering it
shall bear the entire cost and risk of providing and installing
adequate wellsite and other operating equipment; provided that
if a Party disagrees with Unit Operator's decision, the matter
shall be finally decided by the Operating Committee. Either cthe
Party shall authorize Unit Operator to provide and install the
necessary equipment on its behalf or the Operating Committee
shall determine who shall provide and install the equipment or
the amount that, in lieu of the equipment being provided and
installed, shall be paid by the party ¢to UniQ Operator for the
Joint Account. All costs incurred by Unit Operator hereunder or
the amount to be paid by the Party in lieu thereof, shall be
deemed conclusively to be amounts owing by the Party within the

meaning of Article XII.




1005. Representation an Indemnity

Each Party represents that it owns or has the right to
deliver the Unit Facilities which it delivers pursuant to clause
1001, and each Party indemnifies and agrees to hold harmless the
other Parties from any and all 1liability, loss, cost or damage
sustained by them and resulting from failure of or deficiencies in

its title to the Unit Facilities which it so delivers.

1006. Agreements for Use of Facilities

With the approval of the Operating Committee, Unit
Operator may enter into agreements with any person to operate
facilities other than Unit Facilities or for the use or Joint use
by any person of any Unit Facilities, or for.the use or joint use
by Unit Operator of any facilities owned by any person, and all
costs and expenses recovered of 1ncurhed pursuant to said

agreements shall be for the Joint Account.

ARTICLE XI

ADJUSTMENT OF INVESTMENT

1101, Investment Adjustment

Within ninety (90) days after the Effective Date an
equalization cof investment for the ©battery facilities at
9-14-10-29 WPM will be conducted at which time such battery
facilities shall become part of the Unit Facilities. The
equalization of investment shall be conducted in accordance with

the guidelines outlined in Exhibit ®Hw,
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1102, Inventory and Evaluation

The Unit Operator shall make an inventory and evaluation
of such of the wellaite and other operating equipment delivered to
Unit Operator defined as Controllable Material. Each Party shall,
upon request by the Unit Operator, submit to it promptly a
complete statement of the Controllable Material delivered by the

Party to Unit Opserator.

1103. General Facilities

With the approval of the Operating Committee, Unit
Operator may acquire warehouses, warehouse satocks, lease houses,
camps, office buildings and automobiles and other service

equipment necessary for Unit Operations.

1104, Ownership of Unit Facilities

Each Farty shall own an undivided interest in the Unit
Facilities that is equal to its Unit Participation excluding the
battery at 9-14. Each Party shall own the undivided interest in

the battery that is set forth in Schedule "H"™ hereto.

1105, Adjustment on Fallure of Title

The Operating Committee shall determine whether and the
amount of any compensation that shall be payable by the other
Parties to a Party whose title tc a Tract fails for such Party's

undivided interest sc lost in the Unit Facilities.
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1106, Pre-Unit Costs

With the approval of the Operating Committee any or all
costa and expenses incurred prior to the Effective Date that are
directly related to effecting unitization hereunder shall be for

the Joint Account, based on Pre-Unit Working Interest Percentages.

ARTICLE XII

COSTS OF UNIT OPERATIONS

1201. Basis of Charges to Parties

Except as otherwise provided in this agreement, Unit
Operator initially shall pay and discharge all costs and expenses
incurred for the Joint Account, The Parties shall reimburse Unit
Operator for all such costs and expenses in proportion to their
respective Unit Participations. Notwithstanding Clause 601 of the
Unit Agreement nor any other provision contained in either this
agreement or the Unit Agreement, the Parties shall reimburse Unit
Operator for all approved capital costs incurred by the Unit
Operator in proportion to each Party's respective interim Unit
Particeipation. All charges, credits and accounting for costs and

expenses shall be in accordance with Exhibit "Fw,

1202. Forecasats
As soon as practicable after the Effective Date, Unit
Operator shall submit to the Operating Committee a forecast of

proposed expenditures for Unit Operations for the remainder of
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the calendar year, and on or before the last day of each October
thereafter shall submit to the Operating Committee such a
forecast for the succeeding calendar year. Forecasts shall set
forth the pf0posed expenditures by quarterly periods, showing
the <capital items separately. The Operéting Committee may
approve a forecast or any portion thereof or ic may
conditionally approve any proposed expenditure or it nmay
instruct Unit Operator to revise a forecast or any portion
thereof. A copy of each forecast and revised forecast shall be
promptly furnished to each Party. Approval of a forecast by the
Operating Committee shall constitute approval of all operating
and maintenance expenditures set forth therein but shall not
constitute approval of any single caplital expenditure the total
estimated cost of which is in excess of the amount specified 1in
or determined pursuant to paragraph 220 of Exhibit "F". All
capital expenditures 1in excess of the amount specified 1in
Exhibit "F" set forth in a forecast shall be approved in

accordance with clause 404 of this agreement.

1203. Advance Billings for Capital Items

Unit Operator may submit to each Party on or before
the fifteenth (15th) day of any calendar month a reasonably
detailed estimate of approved capital items for the succeeding
calendar month with a request for payment in advance. Each Party
shall pay Unit Operator its share thereof within 30 days after
recelpt of such request or by the 15th day of the month for

which the advance 1s requested, whichever is later. Unit
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Operator's monthly billings shall reflect credit for any
advances and any differences between actual costs and expenses
and amounts advanced will be adjusted as required. Any amounts
advanced by.a Party hereunder and then not tequired by Operator
for charges to the Joint Account within the time and in the
manner proposed, shall be refunded to that Party in a prompt and
timely manner, but in any event prior to the end of the calendar
month following the wmonth to which such advances applied;
following which any amount not so refunded may, at that Party's
option, bear 1interest (payable by Operator for the account of
that Party) at the rate provided for in Clause 1207 from the day

such refund 1s due until it is paid.

1204, Operating Fund

Unit Operator may by ﬁotice require the Parties to
advance for an operating fund their respective proportiong of
one-twelfth of the expenditures, other than expenditures for
capital items, proposed for a cdlendar year in an approved
forecast. Within 30 days after receipt of such request each
Party shall pay Unit Operator its share thereof. After the
establishment of the operating fund, each Party shall remit its
share of actual c¢osts and expenses in accordance with clause
1205, thus maintaining the operating fund intact. The amount of
the operating fund may be 1increased or decreased at the
direction of the Operating Committee, who shall review the

matfer annually or whenever requested by a Party.




1205. Regular Billings and Payments

Unit Operator shall bill each Party on or before the
last day of each month for 1its share of charges recorded during
the precediﬁg calendar month 1in accordance with Exhibic "F".
Each Party shall pay all such bills within thirty (30) calendar

days after receipt.

1206. Commingling of Funds

Unit Operator may commingle funds received by it

hereunder with its own funds.

1207. Unit Operator's Remedies

If a Party fails to pay when due a bill rendered by
Unit Operator, Unit Operator may give the Party a notice of
nonpayment. After receipt of such notice, the amount unpaid as
set forth in the notice shall at Unit Operator's discretion bear
interest at the prime rate in effect at such time in the
principal chartered bank 1in Canada used by the Unit Operator
plus two percent (2Z) per annum compounded monthly. The interest
shall be for the Unit Operator's sole account unless the costs
and expenses for which the bill was submitted were met by other
Parties, pursuant to clause 1208, in which event the interest
shall be for the Parties so contributing. Further, Unit Operator
may, after notice of nonpayment and while the bill remains
unpaid, without limiting Unit Operacor's other-rights at law,

exercise any or all of the following remedies:




(a) set off against the amount unpaid, sums due
or accruing to the Party from Unit Operator
hereunder or any other source;
(B) by unotice accompanied by a copy of thnis

agreement to any purchaser of the defaulting

Party's share of production, require such

purchaser to pay to Unit Operator the

proceeds of such production which shall be

applied towards payment of the amount unpaid

and Unit Operator 1s hereby constituted

irrevocably the attorney of the Party for

the purpose of executing the instruments

necessary to effect an assignment of such

proceeds.
Books and records kept by Unit Operator with respect to Unit
Operations shall constitute conclusive proof of the existence or
nonexjistence of any default, subject, however, to all rights of
inspection, verification and audit provided in this agreement.
The exercise of the rights granted in this clause shall not
relieve a defaulting Party from its obligations to pay royalty

currently, as provided elsewhere in this agreement.

1208. Contributions by Parties

If Unit Operator has not received full payment of a
Party's share of the costs and expenses of Unit Operations
within ninety (90) calendar days following the date when paynment

was due, each of the other Parties shall, upon being billed
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therefor by Unit Operator, contribute a fraction of the unpaid
anount, excluding interest thereon, having as its nuuwerator Cthe
Party's Unit Participation and as its denominator the aggregate
of the Unit.Participations of all of the Parties exclusive of
the Unit Participation of the defaulting Party; and thereupon
each Party so contributing shall be proportionately subrogated

to Unit Operator's rights putrsuant to clause 1207.

ARTICLE XIII

OIL IN LEASE TANKAGE AND OVERPRODUCTILON AS OF THE EFFECTIVE DATE

1301. Gauge of Merchantable Oil

Unit Operator shall gauge all lease and other tanks
delivered to it to ascertain the amount of merchantable oil in
them as of the Effective Date. If any well producing into thenm
has made more thanm its cumulative allowable production of oil
from the proposed Unitized Zone as gset by the Conservation
Board, the amount of such overproduction then in the tanks shall
be deemed to be Unitized Substances produced after the Effective
Date. Except as aforesaid, the o0il in the tanks shall remain at
risk of and be the property of the persons ownlng it prior to
the Effective Date, and upon request shall be delivered in kind
to them, or in the absence of their request, shall be sold by
Unit Operator for their account. For the purpose of this clause
"merchantable oil" shall mean crude oil above the base of sale
line or outlet or above c¢ne foot from the tamk bottom whichever

is lower.




1302. Qverproduction

If any overproduction of o0il from the proposed
Unitized Zone has been sold by a Party prior to the Effective
Date, such rParty shall pay to Unit Operator for the Joint
Account, the gross proceeds thereof less any royalty paid or

payable thereon.

1303. No Allowance for Underproduction

Yo allowance shall be made to a Party for any

underproduction of o0il prior to the Effective Date.

ARTICLE XIV

SURFACE RIGHTS

1401. Submission of List to Unit Operator

As soon as reascnably possibie after executing this
agreement, each Party shall submit to Unit Operator a list of
all easements, rights-of-way, surface leases, rights of entry
and other surface rights which it holds {Iin connection with its
operations in the proposed Unit Area, together with particulars

thereof including rentals payable, if any.

1402. Surface Rights Required for Unit Operations

Unit Operator shall, as soon as practicable after the
recelpt of each of the aforesald lists, advise in writing the
Party submitting the list which, if any, of 1its listed surface

rights will be required for Unit Operations. Subject to the
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other provisions of this Article, each Party shall continue to
hold the surface rights so required and pay the applicable
rentals and bill Unit Operator for the amount of rentals
applicable ﬁo periods subsequent toe the Effective Date. Uaict
Operator shall reimburse each Party for rentals so paid and the
amounts thereof shall be for the Joint Account. Notwithstanding
the foregoing, each Party holding surface rights required for
Unit Operations may, at any time at its election, assign such

surface rights to Unit Operator in accordance with clause 1404.

1403. Surface Rights Jointly Used

Where there is a well or wells on a Tract in addition
to a Unit Well, and surface rights are being used for production
jointly from oge or more of sﬁch other wells and the Unit Well,
the rentals applicable to the surface rights shall be divided
equally between the wells with respect to which the surface
tights are being jointly used, and Unit Operator shall only be
billed for the portiom of such rentals which 1is applicable to
the production of Unitized Substances from the Unit Well. For
the purpose of this clause, a well producing from more than one
formation shall be considered a separate well for each

respective productive formation.

1404. Assignment of Surface Rights

Unit Operator may require that any surface rights
which are being used solely for Unit Operations be assigned to

it. Any such assignment shall, however, contain an express
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reservation to the assignor of the right at any time wupon
request to use the assigned surface rights jointly with Unit
Operator on the basis provided in clause 1403. When the assigned
surface rigﬁts are no longer required, Unit Operator shall so
notify the assignor who may require Unit Operator to re-assign
the surface rights to the assignor. The provisions of clause
1405 shall apply, mutatis mutandis, in respect of any surface
rights which are the subject of a notice given wunder this

clause.

1405. Surface Rights No Longer Required

Unit Operator may notify a Party that 1its surface
rights or any of them are no longer required for Unit
Operations, but any such notice shall be given at least sixty
(60) ‘calendar days prior to the date on which notice of
surrender must be given to the surface owner or sixty {60) days
prior to the date of accrual of a rental obligation, whichever
is sooner. Unit Operator shall clean up the surface to the
satisfaction of any governmental body having jurisdiction and to
the reasonable satisfaction of the owner and occupier thereof.
After giving such notice Unit Operator shall be relieved of its
responsibility and 1{ability with respect to the surface rights
except any obligations already accrued, and shall be denied all
benefit with respect to the surface rights, and shall thereafter
be held harmless by the party holding them from responsibility
and liability as to the surface rights, which shall not

thereafter be subject to this agreement.
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1406, Surface Rights Held in Fee Simple

Subject to any prior grant thereof, Unit Operator may
use for Unit Operations any surface rights held in fee simple by
a Party upoﬁ paymeat to the Party of a rental commensurate with

rentals paid for other like surface rights in the Unit Area.

1407, Acquisition of Additional Surface Rights

Unit Operator may acquire such additional surface

rights as it deems necessary or desirable for Unit Qperations.

1408, Sharing of Surface Rights

Notwithstanding the provisions of clause 1006, Unit
Operator may enter 4into agreements with any person for the
sharing of any surface rights and all c¢osts and expenses
recovered or incurred by Unit Operator pursuant te such

agreements shall be for the Joint Account.

ARTICLE XV

ABANDONMENT OF WELLS

1501. Rights of Former Owners

If the Operating Committee decides to plug and abandon
permanently any Unit Well, Unit Operator shall give notice of
this decision to the Party owning the Working Interest 1im the
Tract upon which the well 1is located. The Party may elect by
notice to Unit Operator within sixty (60) calendar days, or

forty-eight (48) hours if a drilling rig is in place, of receipt
- 32 -




of n?ttce, to take over and own the well and deepen or plug it
back to a formation other than the Unitized Zone. Withian ten
(10) calendar days after the Party has so elected it shall pay
to Unit Operator for the Joint Account the fair net salvage
value of the casing and equipment in and on the well, as
estimated and fixed by the Operating Committee. Unit Operator
shall seal off the Unitized Zone in the well before handing it
over to the Party and thereupon Unit Operator shall be relieved
of its responsibility and liability with respect to the well,
except any obligations already accrued, and shall be denied all
benefit with respect to the well and shall thereafter be held
harmless by the Party so electing £from responsibility and
liability as to the well, which shall not thereafter be subject

to this agreement.

1502. Abandonment of Welis

If the Party receiving a notice pursuant to clause
1501 does not elect to take over the Unit Well proposed for
abandonment, Unit Operator shall abandoa the Unit Well 1in
accordance with applicable laws and regulations and the cost of

such abandonment shall be for the Joint Account.

1503. Surface Clean-up

Upon the abandonment of any well in the Unit Area,
Unit Operator or the Party abandoning the well shall clean up
the surface at the well site to the satisfaction of any
governmental body having Jjurisdiction and to the reasonable

satisfaction of the owner or occupier thereof.
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ARTICLE XVI

TERM OF AGREEMENT

1601. Term

This agreement is binding upon a person who executes
and delivers a counterpart thereof to Unit Operator, and that
person 1is bound by this agreement as of the time of such
delivery. Subject to Article XVII, this agreement shall remain
in full force and effect while Unitized Substances are produced
or are capable of being produced from the Unitized Zone 1in
paying quantities and thereafter until all Unit Wells have been
plugged and abandoned, and the Unit Facilities have been
salvaged and the accounts between the Parties have been
settled. Notwithstanding anything herein contained, this

agreement may be terminated by the vote provided for in clause

404(c)(v).

ARTICLE XVII

COMMENCEMENT DATE

1701. Commencement Date

Although this agreement is binding upon a Party from
the ¢time that Party executes and delivers one counterpart
thereof to Unit Operator, the Commencement Date for actions to
be taken by the Partles to carry out the purposes of this
agreement in accordance with its provisions shall be 08:00 a.m.

on the day next following the day when Unit Operator is
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satisfled that owWwners of Working Interests having Unit
Participations totalling one hundred percent (100%Z), as set
forth 1n the original Exhibit “D" have become Parties. Unit
Operator shall notify the Parties thereof. If the unitization
provided for in the Unit Agreement has not become effective
within the time frame stated therein, this Agreement shall
thereupon terminate. If this agreement so terminates, all
expenditures made in anﬁicipation of the unitizarion becowmning
effective shall be borne by the Parties in the proportiom that
the Unit Participation of each bears to the combined Unit

Participations of all the Parties.

ARTICLE XVIIIL

ABANDONMENT OF OPERATIONS

1801. Right to Operate

The owner of the Working Interest in a Tract desiring
to take over and countinue to operate a Unit Well located thereon
may, upon the termination of this agreement, do so by paying
Unit Operator for the Joint Account, the fair net salvage value
of the casing and equipment in and on the well as estimated and
fixed by the Operating Committee, and by agreeing to plug the

well when it is8 finally abandoned.

1802. Salvaging Wells

With respect to all wells not taken over for continued

operations pursuant to clause 1801, Unit Operator shall, for the




Joint Account, salvage as much of the casing and equipment in or
on such wells as can economically and reasonably be salvaged,

and cause the wells to be properly plugged and abandoned.

13803. Cost of Salvaging

The cost of salvaging, liquidation or other
distribution of assets and properties used in Unit Operations

shall be for the Joint Account.

ARTICLE XIX

GENERAL

1901. Affects Working Interest Only

This agreement affects only the Working Ianterests of
the Parties. Any Royalty Interest is governed soiely by the Unit

Agreement.

1902. Execution Without Prejudice

The execution of this agreement by Parties who claim
title to any interest in the Unit Area shall not constitute a
waiver of any such claim, but any Party who succeeds to the
title to a Working Interest in a Tract shall be bound by cthis

agreement with respect to such Working Interest.




[Ty

1903. Lien on or Assignment of Production

If any interest of a Party in a Tract or Unitized Sub-
stances or the proceeds or value thereof is subject to a lien,
assignment 6f production or other encumbrance, the owner ot
holder of such lien, assignment or encumbrance, by consenting to
this agreement in writing, agrees that such lien, assignment or
encumbrance shall, from the Effective Date, continue in effect,
but shall apply only to such interest as the same is amended,
modified and affected by this agreement and the Unit Agreement,
and shall be subject to such agreements with respect to the

Party and to such interest.

1904. No Partitioning

A Party shall not resort to any action for partition
or sale in lieu of partition of the Unit Facilities or any lands

affected by this agreement.

1905. No Surrender Without Consent

A Party shall not surrender its Working Interest in a

Tract without the prior consent of the Operating Committee.

19Q6. Walvers

A walver of any breach of a provision of this agree-
ment shall not ge binding upon a Party unless it is in writing
and signed and such waiver shall not affect a Party's rights
with respect to any other or future breach whether of a similar

or different nature.




1907. Suits
A Party who 1is sued on an alleged cause of action
arising out of Unit Operations shall forthwith notify every

other Party.

1908. Further Assurances

Each Party shall from time to time and at all times do
all such further acts and execute and deliver all such further
"deeds and documents as requirgd in order fully to perform and

carry out this agreement.

1909. Restriction on Dispositions

A Party shall not make any disposition of a Working
Interest which does not include a corresponding interest Iin the
Unit Facilities. No Working Interest shall be owned apart from a

corresponding interest in the Unit Facilities and vice versa.

1910. United States Internal Revenue Provision

Each Party agrees that 1f for purposes of the United
States Internal Revenue Code of 1954 this agreement or the
relationship established thereby constitutes a partnership, as
defined in Section 761(a) of the said Code, each Party, who is
entitled under the said Section 761l(a) to elect, shall and does
hareby elect to have the said partnership excluded from the
application of Subchapter K of Chapter 1 of Subtitle A of the
said Code, or such portion thereof as the Secretary of the

Treasury of the United States or his delegates shall permit by
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election to be excluded therefrom. The Unit Operator 1is
authorized to execute such election on behalf of the Parties who
afe entitled to make such election and to file the election with
the proper United States governnent office or agency, and Unit
Operator is further authorized and directed to execute and file
such additional and further evidence of such election as may be
required; provided that if Unit Operator is not subject to the
said Code with respect to the Unit Area, the obligatious of Unit
Operator under this clause shall be carried out by the Party
hereto who 1s subject to the said Code with éespect to the Unit

Area and who holds the greatest Unit Participation.

1911. Notices and Communications

All notices or communications hereunder shall be in
writing and in lieu of personal service may be given or made by
prepaid telecommunication or by mailing in a sealed and properly
addressed envelope wich postage prepaid. Notices or
communications shall be deemed to have been received twelve (12)
hours after the sending thereof in the case of a
telecommunication, and ninety-six (96) hours after the date of
malling 1in the <case of wmailing, in either «case excluding
Saturdays, Sundays and statutory holidays. The address appearing
below the execution of each Party shall be the address to which
notices and communications to it shall be directed. A Party may
change its address by notice to Unit Operator. Upon request Unit
Operator shall furnish to any Party the address for service of

any other Party.




1912. Enuring Clause

This agreement shall enure to the benefit of and be
binding upon the Parties and their respective heirs, executors,

administrators, successors and assigns.

1913, Force Majeure

Neither Unit Operator nor any Party shall be deemaed to
be in default with respect to non-performance of its obligations
hereunder, other than financial, if and so long as its
non-performance 1is due; in whole or in part, to any cause beyond
its reasonable control, but lack of funds shall not be deemed to
be 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. Nothing
herein contained shall be construed to require Unit Operator or
any Party to settle any strike, lockout or other difficulty by
acceding against its judgment to the demands of opposing persons

in any labour dispute.

Where the performance of Unit Operator or of a Party
is prevented or materially affected as foresaid, Unit Operator
or the Party affected shall give notice aand reasonable full
particulars thereof to the other Parties within a reasonable
time after the occurrence of the cause relied upon, and shall
use reasonable diligence to put itself again in a position to

carry out 1ts obligations hereunder.
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1914, Execution in Counterpart

This agreement may be executed in separate counterparts
and all the executed counterparts together shall constitute one

agreement,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown opposite its execution hereof.
ALBERT D. COHEN

DATE:

Witness as to the Signature

of Albert D. Cohen

ADDRESS FOR SERVICE:

1370 Sony Place

Winnipeg, Manitoba R3C 3C3

Execution page of én agreement entitled "North Ebor Unit No. 2 -

Unit Operating Agreement™,
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AFFIDAVIT OF EXECUTION

CANADA I, of the

PROVINCE OF MANITOBA of in the Province of

TO WIT: Manitoba make ocath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Albert D. Cohen.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Albert D, Cohen and am satisfied that he is
the full age of eighteen years,

b, I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the )]
of in the Province of )
Manitoba this day of )

, A.D, 1991 )

A Commissioner for QOathas in and
for the Province of Manitoba.

My Commission expires
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1914, Execution in Counterpart

This agreement may be executed in separate counterparts
and all the executed counterparts together shall constitute cne

agreement,

IN WITNESS WHEREQF the Parties have executed this

agreement sach on the date shown opposite its execution hereof,

JOHN C. COHEN

DATE:

Witness as to the Signature

of John C., Cohen

ADDRESS FOR SERVICE:

1370 Sony Place

Winnipeg, Manitoba R3C 3C3

Execution page of an agreement entitled "North Ebor Unit No. 2 -

Onit Operating Agreement",
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PROVINCE OF MANITOBA

1.

SWORN

of

AFFIDAVIT OF EXECUTION

CANADA I, of the

of in the Province of

TO WIT: make oath and say:

I was personally present and did see the within instrument
and duplicate duly signed and executed by John C. Cohen.

The said instrument and duplicate were executed at the
of in the Province of .

I know the said John C. Cohen and am satisfied that he is the
full age of eighteen years.

I am a subscribing witness to the said instrument and
duplicate,
before me at the )

in the Province of )

this day of )

, A.D. 1991 )

A Commissioner for Qaths in and
for the Province of .

My Commission expires
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1914, Execution in Counterpart

This agreement may be executed in separate counterparts
and all the executed counterparts together shall constitute one

agreement,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date ahewn opposite its execution hereof,.
JOSEPH H, COHEN

DATE:

Witness as to the Signature

of Joseph H. Cohen

ADDRESS FOR SERVICE:

1370 Sony Place

Winnipeg, Manitoba R3C 3C3

Execution page of an agreement entitled "North Ebor Unit No, 2 =

Unit Operating Agreement®,

- 434 -




AFFIDAVIT OF EXECUTION

CANADA ) I, of the
PROVINCE OF MANITOBA ; of in the
TO WIT: ; Province of make oath
; and say:

1-

I was personally present and did see the within instrument
and duplicate duly signed and executed by Joseph H. Cohen.

2. The said instrument and duplicate were executed at the
of in the Province of .

3. I know the said Joseph H, Cohen and am satisfied that he is
the full age of eighteen years.

y, I am a subscribing witness to the said instrument and
duplicate.

SWORN before me at the )

of in the Province of )

this day of )

y A.D. 1991 )

A Commiasioner for QOaths in and
for the Province of .

My Commission expires
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1914, Execution in Counterpart

This agreement may be executed in separate counterparts
and all the executed counterparts together shall constitute one

agreement,

IN WITNESS WHERECOF the Parties have executed this

agreement each on the date shown opposite its execution hereof.

MARTHA R. COHEN

DATE:

Witness as to the Signature

of Martha R. Cohen

ADDRESS FOR SERVICE:

1370 Sony Place

Winnipeg, Manitoba R3C 3C3

Execution page of an agreement entitled "North Ebor Unit No. 2 =

Onit Operating Agreement™,
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PROVINCE OF MANITOBA

AFFIDAVIT OF EXECUTION

CANADA I, of the

of in the Province of

TO WIT: make oath and say:

I was personally present and did see the within instrument and
duplicate duly aigned and executed by Martha R. Cohen,.

2. The said instrument and duplicate were executed at the
of in the Province of .
3. I knew the said Martha R. Cohen and am satisfied that she is
the full age of eighteen years.
y, I am a subscribing witness to the said instrument and duplicate,
SWORN before me at the )
of in the Province of )

this day of )

» A.D. 1991 )

A Commissioner for QOaths in and
for the Province of .

My Commission expires
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1914, Execution in Counterpart

This agreement may be executed in separate counterparts
and all the executed counterparts together shall constitute one

agreement.

IN WITNESS VWHEREOF the Parties have executed this

agreement each on the date shown opposite its execution hereof.

MORLEY M. COHEN

DATE:

Witness as tc the Signature

of Morley M. Cohen

ADDRESS FOR SERVICE:

1370 Sony Place

Winnipeg, Manitoba R3C 3C3

Execution page cof an agreement entitled "North Ebor Unit No. 2 -

Unit Operating Agreement?®,
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AFFIDAVIT OF EXECUTION

CANADA I, of the

PROVINCE OF MANITOBA of in the Province of

TC WIT: make ocath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Morley M. Cohen,

2. The said instrument and duplicate were executed at the
of in the Province of .

3. I know the =aid Morley M. Cohen and am satisfied that he is the
full age of eighteen years.

b, I am a subscribing witness to the said instrument and duplicate,

SWORN before me at the )
of in the Province of )
this day of )

, 4.D, 1991 )

A Commissioner for Qaths in and
for the Province of .

My Commission expires

- 45B -




1914, Execution in Counterpart

This agreement may be executed in separate counterparts
and all the executed counterparts together shall constitute one

agreement,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown opposite its execution hereof.

LEASAM HOLDINGS LIMITED

DATE:

ADDRESS FOR SERVICE:

1370 Sony Place

Winnipeg, Manitoba R3IC 3C3

Execution page of an agreement entitled "North Ebor Unit No. 2 -

Unit Operating Agreement",
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1914, Execution in Counterpart

This agreement may be executed in separate counterparts
and all the executed counterparts together shall constitute one

agreement,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown opposite its execution hereof,

JAMES D. MACDONALD

DATE:

Witness as to the signature

of James D. MacDonald

ADDRESS FOR SERVICE:

C/0 P.O, Box 278

Winnipeg, Manitoba R3C 2G9

Execution page of an agreement entitled "North Ebor Unit No. 2 =

Unit Operating Agreement".
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AFFIDAVIT OF EXECUTION

CANADA I, of the

PROVINCE OF MANITOBA of in the Province of

TO WIT: Manitoba make cath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by James D. MacDonald.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the salid James D, MacDonald and am satisfied that he
is the full age of eighteen years.

4, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the )
of in the Province of )
Manitoba this day of )

, A.D, 1991 )

A Commiasionear for Oaths in and
for the Province of Manitoba.

My Commission expires
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1914, Execution in Counterpart

This agreement may be executed in separate counterparts
and all the executed counterparts together shall constitute one

agreement,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown opposite its execution hereof.

R. BARRY TALBOT

DATE:

Witness as to the signature

of R. Barry Talbot

ADDRESS FOR SERVICE:

98 Shier Drive

Winnipeg, Manitoba R3R 2HS8

Execution page of an agreement entitled "North Ebor Unit No. 2 -

Unit Operating Agreement".
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AFFIDAVIT OF EXECUTION

CANADA ) I, of the
)
PROVINCE OF MANITOBA ) of in the Province of
)
TO WIT: ) Manitcba make cath and say:

1. I was personally present and did seée the within instrument and
duplicate duly signed and executed by R. Barry Talbot.

2. The said inétrunent and duplicate were executed at the
of in the Province of Manitoba,

3. I know the said R. Barry Talbot and am satisfied that he 1is
the full age of eighteen years,

4, I am a subsceribing witness to the said instrument and duplicate,.
SWORN before me at the )
of in the Province of )
Manitoba this day of )

[} A.D. 1991 )

A Copnmissioner for Oaths in and
for the Province of Manitoba.

My Commission expires
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1914, Execution in Counterpart

This agreement may be executed in separate counterparts
and all the executed counterparts together shall constitute one

agreenment,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown opposite its execution hereof.

LOUIE TOLAINI

DATE:

Witness as to the signature

of Louie Tolaini

ADDRESS FOR SERVICE:

486 Henderson Highway

Winnipeg, Manitoba R2K 2HS8

Execution page of an agreement entitled "North Ebor Unit No. 2 -

Unit Operating Agreement",
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AFFIDAVIT OF EXECUTION

CANADA I, of the

PROVINCE OF MANITOCBA of in the Province of

N Nt Nt Nkl

TO WIT: Manitoba make cath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Louie Tolaini.

2. The sajid instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Louie Tolaini and am satisfied that he is the
full age of eighteen years,

y, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the )
of in the Province of )
Manitoba this day of )

, A.D, 1991 )

A Commissioner for Oaths in and
for the Province of Manitoba,

My Commission expirea
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1914, Execution in Counterpart

This agreement may be executed in separate counterparts
and all the executed counterparts together shall constitute one

agreement.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown opposite its execution hereof.

TUNDRA OIL AND GAS LTD.

DATE:

ADDRESS FOR SERVICE:

1313 One Lombard Place

Winnipeg, Manitcba R3IB 0X3

Execution page of an agreement entitled "North Ebor Unit No., 2 =

Unit Operating Agreement™.
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ATTACHED TO AND MADE PART OF THE
ONIT AGREEMENT
NORTH EBOR UNIT #2

EXHIBIT “D"

List of Parties and their respective Unit Participations.

PARTY
ALBERT D. COHEN

HARRY B. COHEN

JOHN C., COHEN

JOSEPH H. COHEN

MORLEY M. COHEN

LEASAM HOLDINGS LIMITED
JAMES D, MACDONALD

R. BARRY TALBOT

LOUIE TOLAINI

TUNDRA OIL AND GAS LTD.

UNIT
PARTICIPATION
(%)

1.79595
1.79595
1.79595
1.79595
1.79595
1.79595
3.59190
3.59190
3.59190

.-

100.00000
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Tundra
Tundra
Tundra
Tundra
Tundra
Tundra
Tundra
Tundra

Tundra

Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly

Daly

Revision O
Effective as of the Effective Date

EXHIBIT “E"
ATTACHED TO AND MADE PART OF THE
UNIT AGREEMENT
NORTH EBOR UNIT #2

LIST OF UNIT WELLS

Prov. 15-11=-10-29
Prov. 16=-11=-10-29
13=-12~10-29

4-13-10-29

" 5-13-10=29
1=-14-10-29

7=-14-10~-29

8-14-10-29

A10-14-10-29
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EXHIBIT "F*®

ATTACEED TO AND MADE PART OF THE
UNIY OPERATING AGREEMENT
NORTH EBOR UNIT NO. 2

ACCOUNTING PROCEDURE

ARTICLE I - GENERAL PROVISIONS

101.

DEFINITIONS

In this Accounting Procedure the following words and

phfases shall have the following respective meanings,

namely:

(a) "Agreement"™ means the Agreement to which this
Accounting Procedure 1s Exhibit "Fw,

{b) "Completion Costs™ means all monies expended in

preparing a well for the taking of production up to
and including the initial installation of tubing and
the wellhead in and on a well but does not include
"Equipping Costanm,

(¢) "Construction Project"™ means any construction or

installation undertaken for the Joint Account,

including each subsequent addition thereto or
alteration thereof or AFE'd replacement of Material
thereon and Eqﬁipping Costa of a well, but does not

include Drilling. For purposes of Clause 302, each
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(d)

(e)

(£)

addition, alteration or replacement hereunder will be
considered as a separate Construction Project except
that multiple projects of a similar nature being
constructed under a single program will be consolidated
as a single Construction Project.

"Controllable Material™ means Material which at the

time 1is so classified in the Controllable Material
Price Catalogue as most recently recommended by the
Petroleum Accountants Society of Canada.

"Drilling" means the use of a rig and crew for the
drilling, completing, production testing, capping,
plugging and abandoning, deepening, plugging back,
redrilling or reconditioning of a well (except routine
cleanout an& puap or rod pulling operatlons) or the
converting of a well to a source, input, observation or
producing well, and includes Completion Costs but does

not include Equipping Costs.

"Equipping Costs"” of a well means all monies expended

beyond Completion Costs to acquire and install
equipment required to produce petroleum substances from
the well including the pump (or other artificial 1lift
equipnment), the acquisition and installation of flow
lines and production tankage serving the well and where
necessary a heater, dehydrator or other facility for
the 1intitial treatment of the petroleum substances
produced from the well to prepare such production for

transport to market, but specifically excluding costs

incurred beyond the point of entry into a gathering
- 54 =




(g)

(h)

(1)

system, plant or other common facility which is or will
be operated pursuant to a separate agreement.

"Joint Account”" means the account showing the charges

paid and credits received as a result of ¢the Unit

Operations and which are to be shared by the Parties in

accordance with the terms of the Agreement.

"Material"” means equipment or supplies acquired for use

in the conduct of Unit Operations.

(1) Condition "A" means that which is new;

(2) Condition "B" means that which has been used but 1is
sultable for its original funection without
reconditioning;

(3) Condition "C" means that which has been used and
would be suitable for its original function after
reconditioning or that which cannot be
reconditioned for, but has a limited service in,
its original function;

(4) Condition "D" means that which is not suitable for
its original function but is wuseable for another
function.

(5) Condition "E" means that which is junk.

"New Price” means the current price of Condition "A"™

Material at the nearest reputable supply store where

such Material is available or at the nearest receiving

point to whiech such Material could be delivered,
whichever is ¢loser to the Unit Property. Tubular goods

50.8 mm (two inches) in diameter and over shall be
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(32

(k)

(1)

(m)

(n)
(o)

(p)

(9)

priced on a carload basis. Any cash discount that may
be allowed by a dealer shall not be deducted in deter-
mining New Price.

"Non-Operator" means a Party to the Agreement other

than the Operator.

"Operating Committee" means the committee established

under clause 401 of the Agreement.

"Operation and Maintenance" wmeans all operations other

than Drilling and Conmstruction Projects conducted under

the terms of the Agreement.

Operator" means the Party designated to conduct the
Unit Operations.
"

Party"”" means a person who is bound by the Agreement.
facty

"First Level Supervisor" means the employee whose

primary function 1is the direct supervision of other
enployees and/or contract labour directly employed in a
field operating capacity.

"Technical Employee" means the employee having special

and specific engineering, geological or other profes-
sional skills such as, but not limited to engineers,
geologists, geophysicists, technologists and landmen
whose primary function is the handling of specific
operating conditions and problems for the benefit of
the Unit Operation.

"Unit Property" means all property subject to the

Agreenent,




102.

103.

STATEMENT AND BILLINGS

Operator shall bill Non-Operator on or before the last day
of each wmonth for its proportionate share of the Joint
Account for the preceding month. Such bills shall be
accompanied by statements which identify the authority for
expenditure or lease, or facility, and all charges and
credics, jummarized by appropriate <classifications of
investment and expense. Items of Controllable Material and
unusual charges and credits shall be 1identified and

described in detail.

In the event that revenue settlement statements are
submitted by the Operator, sufficient volumetric, pricing
and revenue information by product shall be provided ¢to
enable the Non-Operator to correctly calculate and record

its income and pay f{ts obligations attached thereto.

PAYMENTS BY NON-QPERATORS

Unless otherwise provided in the Agreeaent, each
Non-Operator shall pay all bills rendered under Clause 102

above within 30 days of receipt thereof.




104.

105,

UNPAID ACCOUNTS

If payment of any bill or request for advances is not made
withinAthe time stipulated in Clauses 103, 104 and 105 the
unpaid amount, may at Operator's election, bear interest
{payable by that Non-Operator) for the account of the
Operator at the rate of two percent (2%) per ananum higher
than the average prime rate charged by the principal bank
in Canada used by the Operator during the period with

respect to which such interest is payable.

RIGHT TO PROTEST OR QUESTION BILLS

Payment of such bills shall ﬁot prejudice the right of
Non-Operators to protest or question the correctness
thereof. Subject to the exception noted in Clause 108, all
statements rendered to Non-Operator during any calendar
year shall conclusively be presumed to be true and correct
after 26 wmonths following the end of any such calendar
year, unless within the said 26 month period, Non-Operator
takes written exception thereto and makes claim on Operator
fér adjustment. The provisions of this Clause shall not
prevent adjustments resulting from physical inventory of
Controllable Material as provided for in Article V,
Inventories, of this Accounting Procedure. If within the
period referred to above, ¢the Non-Operator or Operator
establishes that an error in the Joint Account existing in
sald period also existed previous ¢to the period, the
Operator shall adjust the Joint Account retroactively to

the inception of the error or to such other point in ctime

as agreed upon. The adjustment shall be subject to the

Non-Operator's right to audit.
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106.

AUDITS

Operator's books, accounts and records relating to the

operations hereunder for a calendar year may be audited

withinvtwenty-four (24) months next following the end of
that year by:

(a) An  Audit Committee which shall be approved and
appointeﬁ by the Operating Committee. The Operating
Committee shall set the rates of remuneration and
expenses, and costs of such audit shall be borne by all
Non-Operators e#cept the Operator, provided that, for
the purposes of this paragraph 106, the term "Operator"
shall include any affiliate corporation of Operator
which is a party to the Agreement, OR;

(b) Non-Operator shall glve reasonable written notice to
Operator and the other Non-Operators that it intends to
audit, and the Non-Operator shall bear the total cost
thereof.

Each audit shall be conducted so as to cause a minimun of

inconvenience to Operator. Any claims of discrepancies

disclosed by such audit shall be made in writing to the

Operator within two (2) months of the completion of such

auditg. Operator shall respond to any claims of

discrepancies within six (6) montﬁs of receipt of such
claims, and the Joint Account shall be corrected to reflecet
the audit exceptions which have been resolved. An audit

report shall be submitted to the Operator withinm two (2)

months of the Operator's response. Unresolved exceptions
...59_




107.

1038.

contained in the audit report shall be submitted by the
Operator to the Operating Committee for final resolution by
vote pursuant to the agreement within six (6) wmonths of
receipt by Operator. The Joint Account shall be corrected
to reflect the audit exceptions resolved by vote of the

Operating Committee.

ASSET RECOQORDS

The Operator shall wmaintain detailed asset records of
Controllable Material in such a wanner as to enable an
effective reconciliation of any physical inventory with the

Joint Account.

APPROVALS

Where the approval of the Operating Committee is required in
this Accounting Procedure, apprpval by the Operating
Committee pursuant to the Agreement shall be binding on all
Parties. In the absence of provisions in the Agreement,
approval shall be obtained by Operator in writing from
three (3) or more Parties having interests in the Unit
Property totalling seventy percent (70%) or more. Each
Party shall by notice cast its vtre with the Operator 14
days from receipt of request for approval and a Party who
does not vote on any matter shall be deemeed conclusively

to have voted affirmatively.




109, RATES .

All

rates set forth in this Accounting Procedure may be

amended from time to time in accordance with Clause 108.

ARTICLE II - CHARGES

Operator

shall charge the Joint Account with the cost of the

following items:

201. RENTALS AND OTHER PAYMENTS

Acquisition and bonus <costs, lease, license or permit

deposits, rentals, renewal or extension fees, royalties,

and

other similar payments required to maintain the

interest of the Parties in the Unit Property.

202. LABOUR

(a)

(1) Salaries and wages of Operator's field employees
directly employed on the site of the Unit Property in
the conduct of Unit Operatiouns;

(2) Salaries of First Level Supervisors in the field;
(3) Salaries and wages of Technical Employees directly
employed on the site of the Unit Property in the
conduct of Unit Operations;

(4) Salaries and wages of Technical Euployees who are
either temporarily or permanently assigned ¢to and
directly employed off the site of the Unit Property may

be charged upon approval of the Operating Committee.
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Charges for such Technical employees shall be limited
to that portion of the salaries and wages attributable
to and actually devoted to the Unit Operations;

(5)7 Earned or compensatory time off relating to the
above wage or salary categories.

(b) Operator's costs of holiday, vacation, sickness and
disability benefits and other customary allowances paid
to employees whose salaries and wages are for the Joint
Account. Costs under this Subclause 202(b) shall be
charged by a percentage assessment on the amount of
salaries and wages chargeable to the Joint Account. The

rate shall be based on the Operator's cost experience.

203. EMPLOYEE BENEFITS

Costs under this Clause shall be charged by a percentage
assessment on the amount of salaries and wages chargeable
to the Joint Account. The rate shall be based on the
Operator's cost experience.
(a) Compulsory
Payments made pursuant to assessments imposed by
governmental authority such as Unemployment Insurance,
Workers' Compensation, Canada Pension or other payments
of a like nature that are applicable to Operator's
salaries and wages for the Joint Account.
(b} Non-Compulsory
Established plans for employees' group life insurance,

hospitalization, company pension, retirenent, stock
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purchase, thrift, bonus and other benefit plans of a
like nature, applicable to Operator's labour chargeable
to the Joint Account under Subclauses 202(a) and 202(b)
shall be at Operator's actual cost not to exceed twenty

percent (20%Z) of such labour cost.

204, TRAVEL AND MOVING

(a) Costs of personnel transfers and personal expeunses for
the required staffing of the Unit Property, and
subsequent replacements wheén such replacements are not
for the primary benefit of the Operator. Such costs
shall include transportation of employee, spouse aund
dependants and their personal and household effects and
all other relocation costs in accordance with
Operator's normal veimbursement policy.

(b) Costs of travelling and personal expeunses to and from
and within the Unit Property for those employees whouse
salaries and wages are chargeéble to the Joint Account.

(¢) Costs of travelling and personal expenses to and from
locations other than the Unit Property on behalf of
Unit Operators for employees whose salaries and wages

are chargeable to the Joint Account.

205. AUTOMOTIVE

Operating costs for Operator's owned or leased aultomotive
equipment used in the Uunit Operations. Costs shall be charged
on a mileage, hourly or other equitable basis, based on the

Operator's actual cost experience.
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206.

207.

208.

ENGINEERING AND DESIGN

(a) Engineering and design for each approved Construction
Project conducted by Operator's employees directly
engaged in such work shall be charged at cost. Cost
shall mean salaries and benefits only.

(b) Engineering and design work conducted by consultants or
outside services require prior approval of the
Operating Committee,

(¢) Engineering and design work conducted by Operator's
employees chargéd at vrates other than <cost require

prior approval of the Operating Committee.

MATERIAL

Haterial purchased or furnished by Operator for use in the
Unit Operations as provided under ARTICLE IV including
transportation cost thereof. So far as it 1s reasonably
practicable and consistent with efficient and economical
operation only such Material shall be purchased for or
transferred to the Unit Property as may be required for the

conduct of approved Unit Operactions.

SERVICES

(a) Services relative to the Unit Operations incurred under
contracts entered into by Operater with contractors or
as agreed upon by the Operating Committee.

(b) Professional <consultants for geological wellsite and
drilling supervision. Other professional consultants

services only with approval cof the Operating Committee.
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(c)

(d)

(e)

(£

(8)

Contract gervices related to chart reading or computer
services, with approval of the Operating Committee.
Charges shall not exceed commercial rates.

Utilities aund other services provided by outside
sources including transportation costs thereof.
Operator may charge for use of Operator's owned or
leased facilities and equipment at rates, not exceeding
those available in the immediate area for available
like facilities and equipment, commensurate with the
costs of ownership and operation thereof, including
depreciation and interest on the depreciated
investment. The annual interest rate on Investument
shall not exceed the prime bank rate of the principal
bank 1n Canada used by Operator plus one percent (1%)
determined at the beginning of each calendar year.

In lieu of the foregoing rates, Operator may charge for
use of its owned or leased facilities and equipument at
commercial rates avallable in the immediate area. For
Automotive Equipment refer to Clause 205.

When requested to do so, Operator shall inform

Non-Operators in advance of the rates to be charged.




209.

210.

211,

212.

DAMAGES AND LOSSES TO UNIT PROPERTY

Repair or replacement of Uait Property made necessary
because of damages or losses incurred by fire, flood,
storm, .theft, accident or other causes, Operator shall
furnish Non-Operators written notice of damages or losses
incurred as soon as practicable after the damage or 1loss

has been discovered.

SURFACE RIGHTS AND LEGAL SERVICES

Acquisition or renewal of surface righté and periodie
rentals and related legal services for title work. Fees and
related expenses assocliated with other legal services may
be charged only with the approval of the Operating

Committee.

TAXES

Taxes paid for the Joint Account.

INSURANCE

(a) Insurance premiums required to be paid for the Joint
Account.

(b) Any deductible or uninsured loss under any policy of
insurance required to be carried by Operator.

(¢) That portion of any claim in excess of 1limits of
insurance coverage required to be carried by Operator.

(d) "Self-Insurance" premium equivalents for coverage as
g
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2113.

214.

detailed in the insurance schedule are chargeable to
the Joint Account. All "self-insurance” must comply

with Federal and Provincial regulations.

COMMUNICATIONS

Communication equipment located on the Unit Property and
outgoing communications incurred by Operator directly from
the Unit Property. Rental or ownership and any other
related costs of operating mobile transmitter/receiver
equipment in vehicles directly servicing the Unit
Property. Other communication services as agreed upon by

the Operating Committee.

CAMP AND HOUSING

Operation and maintenance of all necessary camp and housing
facilities for, and boarding of, employees whose salaries
and wages are for the Joint Account provided that the
charges for Operator's owned or leased facilities shall be
commensurate with the costs of ownership, leasing, and
operation thereof, including depreciation and interest on
depreclated investment, less any rtevenue therefrom. The
annual 1interest rate on investment shall not exceed the
prime bank rate of the principal bank in Canada used by
Operator plus one percent (1%) determined at the beginning
of each year. When operations in addition to Unit
Operations are served by these facilities, the charge for
such facilities shall ©be apportioned among all such

operations on an equitable basis.
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215.

216.

217.

CENTRAL PRODUCTION CONTROL

{(a) Automated field and central production control
facilities owned or leased by Operator including
employee costs for maintenance and operation of the
central production control system and related computer
facilities serving the Unit Operations shall be
allocated to each operation served on an equitable
basis.

(b) Electronic/Computerized gas cﬁart reading and other
computer usage shall not - be charged ¢to the Joint

Account, unless approved by the Operating Committee.

ECOLOGICAL AND ENVIRONMENTAL

Requirements, whether statutory or otherwise, relating to
the ecology or environment of the Unit Property. Costs of
related studies shall be subject to the approval of the

Operating Committee.

AUDIT OF CONTRACT SERVICES

With prior approval of the Operating Commictee, the cost of
the audits of con*ract services shall be for the Joint
Account. To the extent that the Operator performs and
charges the Joint Account for such audits, it 1is agreed
that Operator's Auditor's working papers and findings will

be available for inspection and inquiring by Non Operators.




218.

219.

220.

WAREHQUSE HANDLING

(a) If a warehouse is not maintained as part of the Unit
Property, Operator may charge as follows for Material

delivered from the Operator's warehouse:

Two and one-half percent (2 1/2%) of the cost of
tubular goods 50.8 mm (two inches) 4{n diameter and
over, and each other item of Material having a New
Price in excess of $5,000.00 delivered from Operator's
warehouse and two percent (2%) of the cost of all other

Material delivered from Operator's warehouse.

(b) Costs of maintaining warehouses which are part of the

Unit Property.

OTHER COSTS

Costs for which provision is not otherwise made within the
Agreement or this Accounting Procedure, as agreed upon by

the Operating Committee.

LIMITS TO EXPENDITURES

Operator may make or incur the following expenditures for
the Joint Account, in addition to expenditures allowed by
an approved forecast, without the prior approval of the

Operating Committee:
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(a) An expenditure for any undertaking., the total estimated
cost of which is not in excess of twenty-five thousand
dollars ($25,000.00);

(b) Expénditures which 1t deems necessary in emergencies to
protect lives or property, but if it makes any said
expenditure it promptly shall advise the Operating
Conmittee; and _

(c) Expenditures not in excess of ten thousand dollars
($10,000.00) for full settlement of each damage claim
resulting or arising frowm Unit Operations, other than
those claims for which insurance has been provided in
Exhibit G. Operator will furnish notice of damage or
loss to each Party as soon as possible after notice of

damage or loss has been received by Operator.

ARTICLE III - OVERHEAD

301.

IN THIS ARTICLE I1I

"Cost" means total expenditures described in ARTICLE I
(excluding those expenditures referred to in Clause 20! and
expenses of litigation, judgements, settlement of claims,
salvage credits for Material retired and the value of
injected substances purchased for enhanced recovary)
incurred in conducting Unit Operations.

"Overhead" means the cost to Operator of salaries, wages,




302.

employee benefits and all other expenses of employees and
the cost of maintaining and operating all offices, camps,
housing and other facilities other than those costs covered

in ARTICLE II CHARGES hereof.

Notwithstanding anything to the contrary contained in this
Article I1I, it is - - specifically understood that any cash
payments, incentives, grants, credits, waivers, exemptions,
abatements or other benefits received by or available to
the Operator from any governmental source pursuant to the
Joint Account, shall not be taken 1into account when
calculating any of the items set forth in Clause 302 of

this Article 111,

OVERHEAD RATES

Notwithstanding that the actuzl Overhead may be greater or
less, Operator shall charge the Joint Accouat for Overhead
as follows:
(a) For each Drilling Well:

(1) 3% of the first $50,000.00 of Cost plus

(2) 2% of the next $100,000.00 of Cost plus

(3) 1% of Cost exceeding the sum of (1) and (2)
(b) For each.Construction Project:

(1) 5% of the first $50,000.00 of Cost plus

(2) 3% of the next $100,000.00 of Cost plus

(3) 1% of Cost exceeding the sum of (1) and (2)
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(c)

For Operation and Maintenance:

(1)

$250.00 per producing well per month and per

battery site.

For this purpose a Producing Well means a well for

the Joint Account that in a Calendar month:

(i) is equipped for and is capable of producing
crude oil, or

(ii) is connected to a permanent gas sales
outlet source or injection system; or

(1ii) 1is used as an injection, source or disposal
well; and injection, source or disposal
well shall be active during at least one
day of the month; and a temporarily shut-in
oll or gas well shall not be charged for
overhead longer than three consecutive
months after being shut-in;

provided that a well that 1is Drilling during the

entire wmonth or 1s permanently shut-in and

awaiting abandonment shall not be considered a

Producing Well, and a well completed in more than

one zone for segregated production shall be

., considered a separate Producing Well for each such

zone.




ARTICLE IV. - PRICING OF UNIT MATERIAL PURCHASES, TRANSFERS &

DISPOSITIONS

Operator shall make proper and timely charges and credits for
all Material movements affecting the Unit Property. Operator
shall provide all Material for use on the Unit Property; however
at Operator's option such Material may be supplied by
Non-Operator. Operator shall wmake timely disposition of idle
and/or surplus Material, either through .sale to Operator or
Non-Operator, division in kind, or sale to outsiders. Operator
may purchase, but shall be under no obligation to purchase,
interest of Non-Operators in surplus Material. All sales of
Conditions A, B, or C Material, the New Price of whch is greater
than $25,000.00 shall be subject to approval by the Operating
Committee. All other disposals of Material shall bhe at the
discretion of the Operator provided that any sales shall be

priced in accordance with Clause 402.

401. PURCHASES
Material purchased shall be charged at the price paid by
Operator after deduction of all discounts recelved. Credit
for Material returned to vendor shall be for the Joint

Account when adjustment has been received by the Operator.

402, TRANSFERS AND DISPOSITIONS

Material furnished ¢to the Unit Property and Material

transferred from the Unit Property or disposed of by the
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Operator, unless otherwise agreed to by the Operating
Committee, shall be priced on the following basis exclusive
of ;ash disounts.
(a) New Material (Condition A)
Condition A or new material including tubular goods,
shall be priced at the New Price in effect on date of
movement.
(b) Good Uéed Material (Condition B)
(i) Condition B Material moved to the Unit Property at
seventy-five percent (75Z) of New Price.
(2) Condition B Material moved from the Uni:.Property:
{i) At seventy~five (75%) of New Price iE
Material was originally for the Joint‘Account
as Condition A material;
or
(ii) At sixty-five percent (65%Z) of New Price if
Material was originally for the Joint Account
as good used Material at seventy-five (757%)
of New Price.
(c) Other Used Material (Conditions C and D)
(1) Condition C Material shall be priced at fifcy
percent (50X%X) of New Price.
(2) Condition D Material shall be priced at a value
commensurate with its use or at prevailing pfices.
(3) Condition E Material shall be priced at salvage

value.
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ARTICLE Vv - INVENTORIES

501.

502.

503.

504.

PERIODIC INVENTORY

Periodic 1inventories of +the Joint Account <controllable
Material shall be taken by the Operator at five (5) year
intervals or as otherwise approved by the Operating

Committee.

NOTICE

Written notice of the Operator's intention to conduct a
periodic inventory shall be given to each Non-Operator at
least sixty (6) days prior to coumencing such inventory,
during which time each Non~-Operator wmay elect to be

represented.

RECONCILIATION OF INVENTORY

A reconciliation of the physical inventory with the Joint
Account records shall be made by Operator and approved by
the Operating Committee conducting the physical inventory.
Operator shall submit a list of overages and shortages to
all Non-Operators and shall make adjustments to the Joint

Account records to reflect the physical inventory.

INVENTORY EXPENSE

The costs of conducting periodic 1inventories of Joint
Account Controllable Marterial shall be charged to the Joint
Account.‘ Costs shall be determined in the same manner as
audit costs that are generally accepted by the industry.
The costs of conducting inventories initiated at wmore
frequent  intervals by the Operator, shall be borne by the

Operator. - - 75 -
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505.

SPECIAL INVENTORIES

Each Non=~Operator shall have‘ the right at any time to
request in writing the taking of a ;pecial inventory of
Controllable Material which shall be commenced within sixcy
{60) days of receipt of the written notice. Such
Non-0Operator shall be entitled to be represented at the
taking of the special inventory. All expenses incurred by
the Operator in conducting the special inventory shall be

borne by the requesting Party.




In

ATTACHED TO AND MADE PART OF THE ,

NORTH EBOR UNIT NO. 2

EXHIBIT “A"

UNIT AGREEMENT

this Exhibit

follows:

Abbreviation

E.

G.

A,

J.

J.

M.

H. BOLAM
M. A. BOLAM
D. COHEN
C. COHEN
H. COHEN
R. COHEN

M. COHEN

S. DAY
F. J. DAY
E. M. FORSTER

E. M. LAMBOURN

LEASAM

K8

J-

D.

M.

D.

D. MACDONALD

PERRON

ROACH

B. SMITH

STRATA

R.

L.

B. TALBOT

TOLAINI

TUNDRA

Partx
EDITH HANNAH BOLAM

GARY MARLIN ARTHUR BOLAM
ALBERT D. COHEN

JOHN C. COHEN

JOSEPH H. COHEN

MARTHA R, COHEN

MORLEY M, COHEN

MANITOBA DEPARTMENT OF ENERGY AND MINES
JACK SYDNEY DAY

TERRANCE FREDERICK JACK DAY
AUDREY EUNICE MAY FORSTER
EDITH EILEEN MERLE LAMBOURN
LEASAM HOLDINGS LIMITED

K8 RESOURCES LTD.

JAMES D, MACDONALD

DOREEN PERRON

MERVIN ROACH

DARLENE BEATRICE SMITH
STRATA RESOURCES LTD.

R. BARRY TALBOT

LOUIE TOLAINI

TUNDRA OIL AND GAS LTD.

Effective as of the Effective Date
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EXHIBIT "G*®

ATTACHED TO AND MADE PART OF THE
UNIT OPERATING AGREEMENT
NORTE EBOR UNIT NO. 2

SCHEDULE OF INSURANCE

INSURANCE TO BE CARRIED BY UNIT OPERATOR

101. During Operations

In respect of operations hereunder, Unit Operator shall
comply with, and require its contractors and subcontractors
to comply with, the requirements of all Unemployment
Insurance and Workers' Compensation legislation and shall
hold or cause to be held with a reputable insurance company
or companies, and shall maintain or cause to be maintained
for the benefit of the Parties hereto, the insurance
hereinafter set forth, and the cost thereof shall be for
the Jeint Account,

(a) Employer's Liability covering each employee
engaged in operations hereunder of not less than
$1,000,000 where such employee is not covered by
Workers' Compensation;

{b) Comprehensive General Liability Insurance,
excluding products, with a combined single limit
of not less than $1,000,000 for each incident or
bodily injury, death or propefty damage, subject
to a deductible not greater than $25,000 for each

such incident.

- 77 -
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(¢) Automobile Public TLiability and Property
Damage Insurance covering all vehicles, owned
or non-owned, operated and/or licensed by
Unit Operator, with a combined single limit
of not less thanm $1,000,000 for each incident
for bodily injury, death or property damage,
subject to a deductible not greater than
$25,000 for each such incident.

(d) Aircraft Public Liability and Property Damage
Insurance, if aircraft are to be used in the
operation, with a combined single limit of
not less than §$5,000,000 for bodily injury,
death and properfy damage.

(e) Control of Well Insurance covering all future
wells drilled in the Unit Area and operated
for the Joint Account with a combined single
limit of not 1less thanm $2,000,000 for each
incident, subject to a deductible not greater
than $25,000 for each such incident.

102. General Terms

{(a) Unit Operator shall deposit with the
Operating Committee, if requested, certifi-

cates of guch insurance policies;

- 78 -




JTAN—1=Z=—92 MOMN P58 TUNIDRA OIL WPG

Tract
(2)

23.6656
8.8485
1.7964

f EAE : ;
gé R g g
A 1

Bl B o

Owner
S
H
~ D, Perr
Roach

e

st i i

ﬂ ddddiﬁdd g domais §da
8 dsnsednesd dsusgdnad

WORTH FBOR TNT NO. 2
e(t)
0833
0833
0833
0833

3
0833
1666
1666
1666
0004
0833
0833
0833
0833
0833
0833
1666
1666
1666
0004

0000

EXHIBRTT "A"
KITACHED TO D MALE PARY OF TFE
Working Interest

Land
Description

(tsp)
5-13-10-29 WM
1-14-10-29 WBM
T=14~10~-29 WPM Tundra

Tract
Ro.
S
6
7

~JAN 13 '92 9:56

=53 -

1991

Revision No. 1 - Effective October 1,




(b)

(c)

(d)

G-3

Each Party hereto shall be responsible for
insuring its own interest in the Unit Area
with respect to physical damage, 1loss of
income, liability insurance not hereunder
provided and for all other loss siltuations
not mentioned elsewhere in this insurance
exhibit;

All such insurance policies shall contain a
waiver of the right of subrogation against
any Party, their servants, agents or
employees;

Operator shall require 1its contractors and
subcontractors to carry 1insurance against
such risks and in such amounts as Operator

shall deem necessary.
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ollandgasitd.

Decamber 31, 1991

The Royalty Interest Owners
North Ebor Unit No. 2

ladias and Gentlemen:

RE: NORTH FROR UNIT NO. 2
Unit Operating Agreement

Pleagse find enclosad an amendad Exhibit "A" for inclusion in the
referenced agreement. You will also f£ind included a schedule
outlining how the final Tract Participation Percentages have been
calculated.

The first Exhibit you received was based on September oil production
only, while we all agreed on a formula based on the average daily oil
rate for tha 90 days immodiately preceeding the effective date of
unitization on October 1, 1991. Acocordingly, you will notice Octcber
ad justments on your next Royalty Statement,

1 regret any inconvenience this change may cause.

/ﬂ( Cindy V. Marchant
Landman

CW/src
Enclosures

1313-One Lombard Place, Winnipeg, Manitoba, Canada R3B 0X3 Telephone: (204) 934-6860  Fax (204} 834-8820
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EXHIBIT *Hv

ATTACHED TO AND MADE PART OF THE
UNIT OPERATING AGREEMENT
BORTH EBOR UNIT NO, 2

I. Facility: Tundra battery located on 9-14-10-29 WPM,

II. Costs to be Equalized: One hundred percent (100%) of

all costs incurred to date by
Tundra for the 9-14 battery

facility.

III. Costs to be shared based on the feollowing Investment

Equalization shares, derived on a well count basis:

ALBERT D, COHEN 1.04165
JOHN C. COHEN 1.04165
JOSEPH H. COHEN - 1.04165
MARTHA R. COREN 1.04165
MORLEY M, COHEN 1.04165
LEASAM HOLDINGS LIMITED '1.04165
JAMES D. MACDONALD 2.08330
R. BARRY TALBOT 2.08330
LOUIE TOLAINI 2.08330
TONDRA OIL AND GAS LTD. 87.50020

100.00000

Effective as of the Effective Date.
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UNIT AGREEMENT

NORTH EBOR UNIT NO. 2

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, as hereinafter

provided;

NOW THEREFORE in consideration of the covenants herein

contained, the Parties agree as follows:

ARTICLE I

DEFINITIONS

101. Definitions

In this agreement:

(a) "Conservation Board" means The 0il and Natural Gas

Conservation Board of the Province of Manitoba;

(b) m"Effective Date" means the time and date referred to in

Article XIV;
(¢) "Lease" means an instrument granting a Working Interest

in any lands in the Unit Area;




(d)

(e)

(£)

(g)

"Outside Substances" means any substances

initially obtained from any source other than the
Unitized Zone or any Unitized Substancés with
respect to which royalty has been paid;

"Party" wmeans a person who s bound by this
Agreement;

"Petroleum Substances"” means petroleum, natural

gas and related hydrocarbons (except coal) and
all substances whether gaseous, liquid or solid,
which are produced in association therewith, or
any of thenm;

"Royalty Interest” means

(i) an ownership, fee simple, or similar estate
in Petroleum Substances in the Unitized
Zone, or

(ii) a right to a share of Petroleunm Substances
produced from the Unitized Zone, to a share
of the proceeds from the sale of such
Petroleum Substances, or to a payment based
on the quantity or valge of such Petroleun
Substances,

but does not include a Working Interest, the

lLnterest of a purchaser of such Petroleum

Substances after production, or a mortgage,

charge or like interest granted as security in a

financial transaction;




-

—

(h)

(1)

(3)

(k)

(1)

(m)

(n)

(o)

"Royalty Owner"” means a Party owning a Royalty

Interest in or in respect of Unitized Substances;

"Spacing Unit" means the area allocated to a well

by the Conservation Board with respect to the
Unitized Zone for the purpose of drilling for or

producing Petroleum Substances;

"Tract” means a parcel of land described and

given a Tract number in Exhibit "A" and shown
outlined on Exhibit "B™;

"Tract Participation” means the Participation

percentage allocated to a Tract pursuant to
Article VI and set forth in Exhibit "A™;

"Unit Area” means the lands described in Exhibit

"A" and shown outlined on Exhibit "B";

"Unit Operations” means any operations or

activities wundertaken in connection with the
Unitized Zone, the production or handling of
Unitized Substances or the inastallation,
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 person who 1s so

designated under the Unit Operating Agreement;

"Unit Operating Agreement” means the agreement

entitled "Unit Operating Agreement - North Ebor

-3 -




(p)

(q)

(r)

(s)

(t)

Unit No. 2" entered into by the Working Interest
Owners;

"Unitized Zone” means the Bakken Formation of the

Mississippian Age underlying the lands withio the
Unit Area as same 1s shown on the compensated
neutron litho-density 1log of the Tundra Daly
9-14~10-29 WPM well 1in 9-14-10-29 WPM, 1n the
Province of Manitoba between the intervals of
853.5 metres and 862.0 metres as measured from
the kelly bushing at 9-14-10-29 WPM and shown on
Exhibit "C7; |

“Unitized Substances” means Petroleum Substances

in or obtained from the Unitized Zone;

"Working Interest” means any interest which

entitles the owner thereof to produce and dispose
of, or to participate 1in the production and
disposition of, Petroleum Substances from the
Unitized Zone, and with which 1is associated a
responsiblity to bear all or a portion of the
costs of recovering such Petroleum Substances;

“Working Interest Owner” means a party owning a

Working Interest in or in respect of Unitized
Subgtances;

"Minister” means the member of the executive

Council charged by the - Lieutenant Governor in
Council with the administrationm of The Mines Act

of Manitoba.
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ARTICLE 1I

EXHIBITS
201. Exhibits
The following exhibicts are attached to and

incorporated in this agreement:

(a) Exhibit "A" which numbers and describes each

Tract and sets forth its Tract Participation, the
names of the Owners of the Working Interest and
their respective shares of the Working Interest,
together with the names of the Royalty Owners and
their respective shares of the Royalty Interest;

(b) Exhibit "B" which is a plan of the Unit Area

identifying the Tracts;

(¢} Exhibit "C" which is a reproduction of a portion

of the <compensated neutron litho-density log

referred to Iin sub-clause 101{(p) hereof.

202. Exhibits Correct

Each exhibit shall be deemed conclusively to be
correct to the effective time of a revision or correction

thereof as herein provided.

203. Correction of Exhibits

If any wmistake or mechanical error occurs 1in an

exhibit, Unit Operator may, or upon request of the Working

- 5 =




Interest Owners shall, preﬁare‘a corrected exhibit but the data
used in establishing Tract Participations shall not be

re—=evaluated.

204. Effective Time

Any corrected exhibit prepared on or before the
Effective Date or within 90 days thereafter shall be effective
on the Effective Date. Any corrected exhibit prepared after the
said 90 days shall be effective at 8:00 a.m. on the first day of
the calendar month next following its preparation or on such

other date as is determined by the Working Interest Owners.

205.. Supplying of Exhibits

Each time that an exhibit 1s revised or corrected
pursuant to this agreement, Unit Operator shall supply the
Conservation Board and the Department of Energy and Mines,
Manitoba with two <c¢opies each and shall supply each Working
Interest Owner with the number of coples of the exhibit it
requests. Each Working Interest Owner shall supply each of ics
Royalty Owners, excepting the Crown, with a copy thereof.

206. Form of Revised or Corrected Exhibicts

Exhibits that are revised or corrected shall show the
effective time of the revision or correction and shall be num-

bered.consecutivgly.




-

ARTICLE III

UNITIZATION AND EFFECT

301. Unictization

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, in

accordance with the provisions of this agreement.

3o2. Pergsonal Property Excepted.

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

interests therein are set forth iao the Unit Operating Agreement.

303. Continuation of Leases

All Unit Operations and all production of Unitized
Substances shall, except for the purpose of calculating payments
tec 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 1Iin force aand




effect each Lease and any other agreement or instrument relating
to the Unitized Zone or Unitized Substances as if such
operations had been conducted on, or a well had been.driiled and
was producing from each Tract or Spacing Unit, or portion

thereof, in the Unit Area.

If from time to time during the term of this Agreement
the production of Unitized Substances and the conduct of other

Unit Operations is temporarily interrupted or suspended:

{a) for any period not exceading ninety (90)

consecutive days or

(b) for any period during which an event of force

majeure contemplated by clause 1305 is in effect,
then, for the purposes of this clause 303, Unitized Substances
shall be deemed to have been produced throughout any such

period.

304. Leases Amended

Each Lease and any other agreement or instrument
relating to the Unitized Zone or Unitized Substances 1is hereby
amended only to the extent necessary to make 1t conform to this

agreement,




305. Ratification of Leases

Except for a lease in respect of which a Royalty Owner
is involved in a court action which has been commenced and is
pending on the Effective Date, each 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 Lease is in effect as of the Effective
Date. 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, nor the Unit Operating
Agreement shall be construed as a transfer or exchange of any
interest in the Leases, Tracts or Unitized Zone, or in the

Unitized Substanceas before production thereof.

307. Name
The name of the Unit hereby constituted is "North Ebor

Unit No, 2",




ARTICLE IV

AUTHORITY TO WORKING INTEREST OWNERS

401. 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
Tract or Spacing Units in such manner and by such means and
methods as the Working Interest Owners consider appropriate.
Without limiting the generality of the foregoing, the Working
Interest Owners shall have the right to inject any substanée
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 way delegate ¢to 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 wmay 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 on Effective 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 90 days after the Effective Date.
502. Qualification of Tracts

A Tract is qualified for inclusion in the Unit Area
when 1its title has been approved by the Working Interest Owners
under clause 1102 and when:

(a) owners of one hundred percent (100%) of the
Working Interest therein have become Parties and
parties ¢to the Unit Operating Agreement and
owners of one hundred percent (l00%Z) of the
Royalty Interest therein have become Parties; or

(b) owners of one hundred percent (100XZ) of the
Working Interests therein have become Parties and
parties to the Unit Operating Agreement and
owners of less than one hundred percent (l00%Z) of
the Royalty Interest therein have become
Parties, and such owners of Working }nterests
agree, if required by the other Working

Interest Owners, to indemnify the other Working

- 11 -




Interest Owners in a form and manner satisfactory
to them for any loss or dawmages Lthat may be
suffered by such other Working Interest Owners in
respect of c¢laims 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

(¢) owners of Working lLaterest therein have agreed
with the owners of Working Interests then Parties
and parties to the Unit OQOperating Agreement as to
the basis on which the Tract shall become quali-
fied, where the Tract cannot be qualified

pursuant to subclause (a) or (b) of this clause.

5013. Revision of Exhibits

Within 120 days after the Effective Date the exhibits
shall be revised, iIf necessary, to set out only those Tracts
included in the Unit Area under ¢this Article. The revised
Exhibit "A" shall set forth the Tracet Participations of the
Tracts recalculated on the same basis and using the same data as
that used 1in the calculation of Tract Participations in the
original Exhibit ™A" and so that their summation is 100 per
cent. The exhibits as so revised shall be effective as of the

Effective Date.




ARTICLE V1

TRACT PARTICIPATION

601. Tract Participation

Subject to clause 9071 each Tract shall have a Tract
Participation equal to the percentage calculated as follows:

The average daily production ot Unitized

Substances from the Tract tor the 90 producing

days immediately prior to the Effective Date
multiplied by 100 and divided by the total average

dalily production of the Unitized Substances from

all Tracts ftor the 90 producing days immediately

prior to the Etfective Date.

ARTICLE VII

ALLOCATION OF UNITIZED SUBSTANCES PRODUCED

T01. Allocation to Tracts

Subject to ¢clauses 801 and g02 the Unitized
Substances when produced shall be allocated 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 be more or less than the
amount of actual production of Unitized Substances from the
well or wells, 1t any, on the Tract, shall be deemed
conclusively to have been produced from the Tract.

T02. Allocation Among Parties

The Unitized Substances allocated to a Tract shall be
further allocated among the Working Interest Owners thereof

-13-




in accordance with their respective percentage Working Interests
in the Tract as set forth in Exhibit "A", and the Working
Interest Owners of each Tract shall account to the Royalty
Owners of such Tract for any royalty payable or deliverable to
such Royalty Owners in respect of the Unitized Substances allo-

cated to such Tract.

703. Calculation of Royalty

" The Working Interest Owners of each Tract shall calcu-
late royalty on the Unitized Substances allocated to the Tract
at the applicable rate under the Lease, other agreement or
instrument relating to the Tract, The Royalty Owners of each
Tract agree to accept payment of royalty so calculated in satis-
faction of the obligation of a Working Interest Owner to make
royalty payments on Unitized Substances under the Lease, agree-
ment 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. In calculating royalty on residue gas, sulphur and
fluid hydrocarbons, or any of them, obtained by processing
Unitized Substances, other than crude oil, by compression,
absorption or other plant extraction or stabilization, proper
allowances shall be made for «costs, expenses and charges,
including a reasonable return on {nvestment, 1incurred in or
attributable ¢to gathering and processing the Unitized Sub-

stances.




704. Taking Unitized Substances in Kind

The Unitized Substances allocated to a Tract shall be
delivered in kind at the time and place of produgtion to the
Working Incérest Owners entitled thereto who may, if there is
no interference with Unit Operations by them, <construct,
mainﬁain and operate in the Unit Area all necessary facilities

for taking delivery in kind.

705. Failure to Take in Kind

To the extent that a Party entitled to take in kind
any of the Unitized Substances falils to take or otherwise dis-
pose of them at the time and place of production, then so long
as such failure continues, 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" remaining from the sale shall be paid to the Party.
Unit Operator may contract for the sale thereof only for the
minimum term obtainabie which in ao event shall exceed 1 year.
When Unit Operator has so contracted, the Party may take its
share of the Unitized Substances Iin kind upon the expiration of

the current sales contract. The "

net proceeds" for the purpose
of this Clause shall mean the proceeds from the sale of the
non—-taking Party's share of production, less all direct costs of

the sale, including processing and shipping costs.

706. Royalty on QOutside Substances

If an Outside Substance is injected into the Unitized
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Zone, the . first 1like substance contained in the Unitized
Substances subsequently produced and sold or used other than for
operations hereunder shall be deemed conclusively .to be that
Outside Substance until a quantity equal to the quantity of the
Outside Substance injected into the Unitized Zone is recovered.
No royalty shall be payable on any substance which is deemed

conclusively to be an Outside Substaunce.

ARTICLE VIII

USE, LOSS AND RE-INJECTION QF UNITIZED SUBSTANCES

801. Use or Loss

The Working Interest Owners may use as much of the
Unitized Substances, other than crude oil, as they deen
necessary for Unit Operations. Unitized Substances so used or
injected and Unitized Substances lost shall be excluded 1in
allocating Unitized Substances to Tracts, and no royalty or

other payment shall be payable in respect thereof.

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 the Unit Operations. Unitized
Substances so injected shall be excluded in allocating Unitized
Subst§nces to Tracts, and no royalty or other payment shall be
payable in respect thereof until rhey are recovered for sale or

for use other than for Unit Operations.
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ARTICLE IX

ENLARGEMENT OF UNIT AREA

901. Enlargement

The tollowing described lands aajoining the Unit
Area (the "Adjoining Lands") are owned by one or more of
the Royalty Owners and are undrilied as at the date ot this

Agreement:

LSD*'s 9 & 10, Section 11, Township 10, Range 29 WPM
LsSp's 11, 12, & 14, Section 12, Township 10, Range 29 WPM
LSD 6, Section 13, Township 10, Range 29 WPM
LSD 2, Section 14, Township 10, Range 29 WPM

It an owner of an interest in the Adjoining Lands
(the "Adjolning Interest™) which would be a Working
Interest it the Adjoining Lands were incliuded in the Unit
Area, makes application to the Working Interest Owners to
enlarge the Unit Area to include the Adjoining Interest,
the Working Interest Owners may approve the enlargement ot
the Unit Area to include all or a portion ot the Adjoining
Interest as a Tract.

It the Adjoining Interest qualiries in accordance
with the provisions of clause 502 for inclusion in the
enlarged Unit Area as a Tract the Unit Area shall be
amended to include the Adjoining Interest as a Tract on a
day (the "Amendeaq Errective Date") approved by the Working
Interest Owners in the Unit Area prior to the inclusion or

the Adjoining Interest.

902. Adjustment ot Tract Participation

From and atrter the Amended Etrfective Date each
Traet shall have a Traect Participation equal to the
percentage calculated as follows:
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The average daily production or Unitized Substances
from the Tract within 90 producing days immediately
prior to the Amended Efftective Date multiplied by
100 and divided by the - total average daily
production ot Unitized Substances trom all Tracts
tor the 90 producing days immediately prior to the
Amended Ettrective Date.

The Tract Participation shall then be adjusted in

order that:

a) the ratios ot the Tract Partiaeipations or Tracts
shown on Exhipit "A"™ immediately prior to the
inclusion ot the Adjoining Interest shall remain
the same to each other; and

b) the total of the Traect Participations tor all
Tracts of the enlarged Unit Area in the Unitized
Zone is 100%.

903. Exhibits

Any time the Unit Area 1s amended the Unit Operator
shall revise and correct Exhibit ™A™ to number and describe
each Tract and set torth its Tract Participation, the names
of the Owners of the Working Interest and their respective
shares of the Working Interest bound together with the
names of the Royalty Owners and their respective shares in
the Royalty Interest and shall revise and correct Exhibit
"B"™ to properly diagram the Unit Area and identity the

Tracts,

904, No Retroactive Adjustment

There shall never be any retroactive adjustment ot
the allocation of Unitized Substances by reason of an

enlargement under this Article.




ARTICLE X

DISPUTES

1001. Disgutes

If the title or right of a Party to receive in kind
all or any portion of the Unitized Substances allocated to a
Tract, or any share of the proceeds from the sale thereof, is in
dispute, the Party concerned shall forthwith give notice thereof
to Unit Operator. If Unit Operator 1s so notified or if Unit
Operator is directed to do so by the Working Interest Owners in
the event that it is otherwise informed o¢f the dispute, Unit
Operator shall withhold and sell the portion of the Unitized
Substances the title or right to which is in dispute, and hold
in trust the proceeds from the sale thereof until:
{a) the Party concerned furnishes security in a form
and manner satisfactory to the Working Interest
Owners for the proper accounting thereof to the
rightful owner or owners 1if the title or right of
the Party shall fail in whole or in part, where-
upon the proceeds shall be paid to the Party; or
(b) the title or right thereto is established by a
final judgment of a Court or otherwise ¢to the
satisfaction of the Working Interest Owners,
whereupon such proceeds shall be paid to the
person rightfully entitled.
If Unit Operator does not comply with this clause because it 1s

not notified of a dispute by a Party concerned, that Party
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hereby agrees to indemnify and save harmless Unit Operator from
any loss or damage suffered because of aunything done or omitted

to be done by Unit Operator because it was not notified.

ARTICLE XI

APPROVAL OF TITLES

1101. Titles Committee

The Working Interest Owners shall appoint a citles
committee which shall investigate the ownership of all Tracts.
Each Working Interest Owner shall submit te the titles committee
such title data and 1information as the titles committee may
reasonably require from time to time. The titles committee shall
report the result of 1its investigation to the Working Interest
Owners specifying the ¢titles to Tracts which it unanimously

recommends for approval.

1102. Approval of Titles by Working Interest Owners

The Working Interest Owners may approve:

(a) the titles of Working Interest QOwners to Tracts
which have been unanimously Tecommended for
approval by the titles committee; and

{b) the titles of Working Interest Owners to Tracts
which have 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,
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in a form and manner satisfactory toe them, from
loss or damage that may be suffered by them in
respect of c¢laims and demands mnzde because of
subsequent failure of the Working Interest
Owners' title.
Notwithstanding the foregoing, the Working Interest Owners may
approve any title that has not been unanimously recommended for

approval by the titles committee.

1103. Subsequent Failure of Title

If the title of a Working Interest Owner to a Tract
fails, the Tract shall be excluded from this agreement and the
Unit Operating Agreement as of 8:00 a.m. on the first day of the
calendar month imn which ¢the failure of ctitle is finally
determined unless;

(a) any other Party 1is held or declared to own the
title in which event that Party shall be bound by

this agreement and the Unit Operating Agreement

in respect of the Tract; or

(b) by the last day of the next following calendar
month the Tract qualifies for 1inclusion 1n the

Unit Area pursuant to clause 502.

1104. Revision of Exhibicts

Unic Operator shall revise the exhibits to reflect any
change in ownership in or exc¢lusion from this agreement of a

Tract pursuant to clause 1103. Where a Tract 1s excluded, the
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Tract Participations of the other Tracts shall each be
increased, without changing their ratios to each other, so that
their summation is one hundred percent (100%). ‘The revised
exhibits shall be effective as of 8:00 a.m. on the first day of
the calendar month in which the failure of title referred to in

clause 1103 is finally determined.

ARTICLE XII

TRANSFER OF INTEREST

1201. Disposition

In this clause "disposition" means a sale, assignment,
transfer, lease, sublease, conveyance, parting with pessession,
or any transaction of a similar nature, whether by trust or
otherwise. A disposition of an interest owned by a Party in a
Tract shall cover the whole or an undivided iInterest in the
Party's interest in such Tract. A disposition shall not be bind-
ing on Unit Operator until the acquiring parties who are not
Parties have executed and delivered to Unit Operator
counterparts of this agreement, and at least one of the parties
thereto has given notice thereof to the Unit Operator. Unit
Operator shall revise the exhibits to reflect each disposition
of an interest in a Tract and the revised exhibits shall be
effective as of 8:00 a.m. on the first day of the calendar month
next following the <calendar month in which the notice 1is

received by Unit Operator.




1202. Multiple Disposition Not to Increase Costs

If any disposition o¢f an interest by a Party 1in a
Tract should be made to multiple parties so that the expense or
duties of Unit Operator are thereby increased, the Unit Operator
may require the assignee parties (and Party 1f 1t retains an
interest) to appoint one of their number as representing all of
them for the purpose of this agreement, wunless arrangements
satisfactory to the Unit Operator are made to compensate the

Unit Operator for the increased expenses or duties.

ARTICLE XIIIL

IN GENERAL
1301. Execution in Counterpart
This agreement may be executed in separate

counterparts and all the executed counterparts together shall
congstitute one agreement. Execution of this agreement by the
Minister shall be on behalf of the Crowan only as owner of

Royalty Interest.

1302. Dual Capacity

If a Party owns a Working Interest and a Royalty
Interest, its execution of ¢this agreement shall constitute

execution in both capacities.

1303. Subgsequent Execution

An owner of an interest in a Tract who has not becomnme
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a Party as of the date the Tract was included in the Unit Area
under Article V or IX, may become a Party with regspect to that
interest only on such terms and conditions as may be prescribed

by the Working Interest Owners.

1304. No Partnership

The duties and obligations of the Parties shall be
separate and not joint or collective. Nothing contained in this
agreement shall be construed to «create a partnership or

association.

1305. Force Majeure

Neither Unit Operator nor any Party shall be deemed to
be in default with respect to non-performance including delay or
failure to partially perform any or all of 1its obligations
hereunder, other than financial, if and so long as its
non-performance is due, in whole or in part, to any cause beyond
lts reasonable control, but lack of funds shall not be a cause
beyond a Party's reasonable control. The performance of such
obligations shall begin or be resuméd within a reasonable ctine
after such cause has been removed. Neither this agreement nor
any Lease or any other agreement or instrument relating to the
Unictized Zone or Unitized Substances shall terminate by reason
of suspension of Unit Operations for the cause set forth in this

clause.




1306. Taxes

Each Party shall be separately liable to the extent of
its ownership for all taxes on Unitized Substanc;s and with
respect to the production or s8ale of Unitized Substances. A
Working Interest Owner may, at any time and frow time to time,
pay said taxes on behalf of its Rovalty Owner and deduct the
amount of the payment from the Royalty Owner's royalty. Those
taxes with respect to the production or sale of Unitized Sub-
stances shall be adjusted so that they are borne as if the basis

of taxation was the allocation of Unitized Substances hereuander.

1307. Right of Redemption

A Working Interest Owner may, at any time and from
time to time, with full rights of subrogation, redeem for 1its
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 deduct the amount of any payment made hereunder from

the Royalty Owner's royalty.

1308. Interpretation

The c¢lause headings in this agreement shall not be

considered in interpreting the text.

1309. Number and Gender

In this agreement words importing the singular include

the plural and vice versa; words Iimporting the masculine gender
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include the feminine and vice versa; and words importing

persons include firms or corporations and vice versa.
1310. Time
In this agreement all times are "official times"” as

defined in The Official Time Act of the Province of Manitoba.

1311. Compliance with Legislation

The provisions of The Mines Act aand regulations of
Manitoba thereunder, as amended from time to tiume, take

precedence over this agreement.

ARTICLE XIV

EFFECTIVE DATE

1401. Effective Date

| The unitization provided for herein shall becone
effective at 8:00 a.m. on the first day of the first calendar
month following:

(a) the date of the qualification under clause 502 of
Tracts having a combined Tract Participation of 100
percent as originally set out in Exhibit "A", and

(b) the date of the Unit Operator receiving written

approval of this agreement from the Conservation Board.




1402, Notice or Etrective Date

As soon as possible arter the Errective Date Unit
Operator snall notiry ali Working Interest Owners, the
Conservation Boardg anu.Department or Energy and Mines or
Manitoba of the Efttective Date and each oI tne Tracts
qualiried as or the Errective Date, and each Working
Interest Owner shall advise each of i1ts Royalty Owners ot

the Errective Date,

1403. Release of Parties

This agreement shall cease to bind the Parties it
the unitization providged ror herein has not become

erfrective on or bvetore the tirst day or December, 1991.

ARTICLE XV
TERM
1501. Ertect of Execution and Delivery

SupjJect to clause 1403 this agreement 1s pinding
upon a person who eXxecutes and delivers a counterpart
therecr to Unit UOperator, and that person is bound by this
agreement as of the time of such delivery, This agreement
inures to the beneifit of and 1s binding upon the heirs,
executors, adminlistrators, sSuccessors and assigns ot the

Parties.
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1502. Termination

This agreement terminates nainety (90) calendar days
after all wells for the production of Unitized Substances in the
Unit Area have been abandoned, Plugged or disposed of or upon
the termination of the Unit Operating Agreement, and thereafter
the Parties shall be governed by the terms and provisions of
their Leases and other agreements or instruments relating to the

Unitized Zone or Unitized Substances.

15013, Salvaging Equipment Upon Termination

The Royalty Owners grant the Working Interest Owners
the right for a period of six (6) months after termination of
this agreement to salvage, sell, distribute or otherwise dispose
of the personal property and facilitles used in connection with

Unit Operations,




1500, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with thelr Leases to thelr respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

EDITH HANNAH BOLAM

DATE:

Witness as to the Signature
of Edith Hannah Bolam

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, of the
} .
PROVINCE OF MANITOBA ) of in the Province of
)
TO WIT: ) Manitoba make oath and say:
1. I was personally present and did see the within instrument and

duplicate duly signed and executed by Edith Hannah Bolam.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Edith Hannah Bolam and am satisfied that she is
the full age of eighteen years.

y, I am a subscribing witness to the said instrument and duplicate,

SWORN before me at the )

of in the Province of )

Manitoba this day of )

s A.D. 1991 )

A Commisaioner for Oaths in and
for the Province of Manitoba.

My Commission expires
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1504, 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)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

GARY MARLIN ARTHUR BOLAM

DATE:

Witness as te the Signature
of Gary Marlin Arthur Bolam

Execution Page forming part of the Unit Agreement - North Ebor

Unit No., 2.
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AFFIDAVIT OF EXECUTION

CANADA I, of the

PROVINCE OF MANITOBA of ‘ in the Province of

TO WIT: British Columbia make oath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Gary Marlin Arthur Bolam.

2. The said instrument and duplicate were executed at the
of in the Province of British Columbia.

3. I know the said Gary Marlin Arthur Bolam and am satisfied that
he is the full age of eighteen years.

y, I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the )
of in the Province of )

British Columbia this day )

of y A.D. 1991 )

A Commissioner for Qaths in and
for the Province of British
Columbia.

My Commission expires
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1504, Notice to Royvalty 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)

calendar days thereafter.

IN WITNESS WHEREQF the Parties have executed this

agreement each on the date shown below.

ALBERT D. COHEN

DATE:

Witness as to the Signature
of Albert D. Cohen

Execution Page forming part of the Unit Agreement - North Ebor

Unit No, 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, of the
) .
PROVINCE OF MANITOBA ) of in the Province of
)
TO WIT: ) Manitoba make oath and say:
1. I was personally present and did see the within instrument andg

duplicate duly signed and executed by Albert D. Cohen.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Albert D, Cohen and am satisfied that he is
the full age of eighteen years.

4, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the )
of in the Province of )
Manitoba this day of )

, A.D. 1991 )

A Compissioner for Qaths in and
for the Province of Manitoba,

My Commission expires
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1504, Notice to Royalty Owners

The Working Interest Owners shall give notice in
accordance with their lLeases to thelr respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter,

IN WITNESS VWHEREOF the Parties have executed this

agreement each on the date shown below,
JOHN C. COHEN

DATE:

Witness as te the Signature
of John C. Cohen

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA

I, of the

PROVINCE OF MANITOBA of in the Province of

TO WIT: make ocath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by John C. Cohen.

2. The said instrument and duplicate were executed at the
of in the Province of

3. I know the said John C. Cohen and am satisfied that he is the
full age of eighteen years.

4, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the )
of in the Province of )

this day of )

, A.D. 1991 )

A Commiasioner for Oaths in and
for the Province of .

My Commisasion expires
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1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Cwners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

JOSEPH H. COHEN

DATE:

Witness as to the Signature
of Joseph H. Cochen

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, of the
) )
PROVINCE OF MANITOBA ) of in the Province of
)
TO WIT: ) make ocath and say:
1. I was personally present and did see the within instrument and

duplicate duly signed and executed by Joseph H. Cohen.

2. The said instrument and duplicate were executed at the
of in the Province of .

3. I know the said Joseph H, Cohen and am satisfied that he is
the full age of elghteen years.

5, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the )
of in the Province of )

this day of )

, A.D. 1991 )

A Commissioner for Caths in and
for the Province of -

My Commission expires
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1504, 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)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

MARTHA R. COHEN

DATE:

Witness as to the Signature
of Martha R. Cohen

Execution Page forming part of the Unit Agreement - North Ebor

Unit Ho. 2,
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AFFIDAVIT OF EXECUTION

CANADA ) I, of the
) :
PROVINCE OF MANITOBA ) of in the Province of
)
TO WIT: ) make cath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Martha R. Cohen.

2. The said instrument and duplicate were executed at the
of in the Province of .

3. I know the said Martha R. Cohen and am satisfied that she is the
full age of eighteen years,

q, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the )
of in the Province of )

this day of )

, A.D. 1991 )

A Commissioner for Oaths in and
for the Province of .

My Commission expires
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1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below,

MORLEY M. COHEN

DATE:

Witness as to the Signature
of Morley M. Cohen

Execution page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, of the
) :
PROVINCE OF MANITOBA ) of in the Province of
)
TO WIT: ) make oath and say:
1. I was personally present and did see the within instrument and

duplicate duly signed and executed by Morley M. Cohen.

2. The said instrument and duplicate were executed at the
of in the Province of .

3. I know the said Morley M. Cohen and am satisfied that he is
the full age of eighteen years.

L, I am a subscribing witness to the said instrument and duplicate,
SWORN before me at the )
of in the Province of )

this day of )

, A.D, 1991 )

A Commissioner for Oaths in and
for the Province of .

My Commission expires
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1504, 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)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below,

MANITOBA DEPARTMENT OF ENERGY
AND MINES

DATE: S'sp'r. /2' 199! \jlt‘-w

]

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

JACK SYDNEY DAY

DATE:

Witness as to the Signature
of Jack Sydney Day

Execution Page forming part of the Unit Agreement -« North Ebor

Unit No, 2,
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AFFIDAVIT OF EXECUTION

CANADA I, of the

PROVINCE OF MANITOBA of in the Province of

TO WIT: Manitoba make oath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Jack Sydney Day.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Jack Sydney Day and am satisfied that he 1is
the full age of eighteen years,

y, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the )
of in the Province of )
Manitoba this day of )

» A.D. 1991 )

A Commissioner for Oaths in and
for the Province of Manitoba.

My Commission expires
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1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Boyalty Cwners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

TERRANCE FREDERICK JACK DAY

DATE:

Witness as to the Signature
of Terrance Frederick Jack Day

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2,
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AFFIDAVIT OF EXECUTION

CANADA I, of the

PROVINCE OF MANITOBA of in the Province of

TO WIT: Manitoba make oath and say:
1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Terrance Frederick Jack
Day.
2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Terrance Frederick Jack Day and am satisfied
that he is the full age of eighteen years.

4, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the )
of in the Province of )
Manitoba this day of )

. A.D. 1991 )

A Commissioner for Oaths in and
for the Province of Manitcba,

My Commission expires
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1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

AUDREY EUNICE MAY FORSTER

DATE:

Witness as to the Signature
of Audrey Eunice May Forster

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2,
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AFFIDAVIT OF EXECUTION

CANADA I, of the

PROVINCE OF MANITOBA of in the Province of

St S Nl Nt et

TO WIT: Manitoba make ocath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Audrey Eunice May Forster.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Audrey Eunice May Forster and am satisfied that
she is the full age of eighteen years.

by, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the )
of in the Province of )
Manitoba this day of )

+ A.D. 1991 )

A Commissioner for Oaths in and
for the Province of Manitoba.

My Commission expires
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1504, Notice to Royalty Qwners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

EDITH EILEEN MERLE LAMBOURN

DATE:

Witness as to the Signature
of Edith Eileen Merle Lambourn

Execution Page forming part of the Unit Agreement - North Ebor

Unit No, 2,
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AFFIDAVIT OF EXECUTION

CANADL ) I, of the
) .
PROVINCE OF MANITOBA ) of in the Province ot
)
TO WIT: ) Manitoba make oath and say:

1.

I was personally present and did see the within instrument and
duplicate duly signed and executed by Edith Eileen Merle
Lambourn,

2. The =aid instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Edith Eileen Merle Lambourn and am satistied
that she is the full age of eighteen years,

4, I am a subscribing witness to the said instrument and duplicate.

SWORN betore me at the )

ot in the Province of )

Manitoba this day of )

» A.D. 1991 )

A Commissioner for Oaths in and
for the Province of Manitoba.

My Commission expires
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1504, Notice to Rovyalty 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)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.
LEASAM HOLDINGS LIMITED

DATE:

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.

- 41 -







1504, 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)

calendar-days thereafter.

IN WITNESS WHEREQOF the Parties have executed this

agreement each on the date shown below.

K8 RESOURCES LTD.

DATE:

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREQF the Parties have executed this

agreement each on the date shown below,

JAMES D. MACDONALD

DATE:;

Witness as to the Signature
of James D. MacDonald

Execution Page forming part of the Unit Agreement - North Ebor

Unit No, 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, of the
) .
PROVINCE OF MANITOBA ) of in the Province of
)
TO WIT: ) Manitoba make oath and say:
1. I was personally present and did see the within instrument and

duplicate duly signed and executed by James D, MacDonald.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said James D, MacDonald and am satisfied that he is
the full age of eighteen years.

y, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the )
of in the Province of )
Manitoba this day of )

» A.D. 1991 )

A Commissioner for Oaths in and
for the Province of Manitoba.

My Commission expires

- 43B -




1504, 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)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below,
DOREEN PERRON

DATE:

Witneas as te the Signature
of Doreen Perron

Execution Page forming part of the Unit Agreement -~ North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, of the
)
PROVINCE OF MANITOBA ) of in the Province of
)
TO WIT: ) Manitoba make oath and say:
1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Doreen Perron.
2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.
3. I know the said Doreen Perron and am satisfied that she is the

full age of eighteen years.

4. I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the )
of in the Province of )
Manitoba this day of )

s+ A.D. 1991 )

A Commissioner for Oaths in and
for the Province of Manitoba.

My Commission expires

- 44B -




1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termipnatien of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

MERVIN ROACH

DATE:

Witness as to the Signature
of Mervin Roach

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, ot the
)
PROVINCE OF MANITOBA ) of in the Province of
}
TO WIT: ) Manitoba make cath and say:
1. I was personally present and did see the within instrument and

duplicate duly signed and executed by Mervin Roach.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Mervin Roach and am satistied that he is the
full age of eighteen years,

y, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the }
of in the Province of )
Manitoba this day of )

A Commissioner for Oaths in and
for the Province of Manitoba.

My Commission expires

- 45B -
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1504, 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)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

DARLENE BEATRICE SMITH

DATE:

Witness as to the Signature
of Darlene Beatrice Smith

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA I, ___of the

PROVINCE OF MANITOBA or in the Province ot

L R L T W

TO WIT: Manitoba make oath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Darlene Beatrice Smith.

2. The said instrument and duplicate were executed at the
of in the Province or Manitoba,

3. I know the said Darlene Beatrice Smith and am satisried that
She i3 the full age of eighteen years.

4, I am a subscribing witness to the said instrument and duplicate.
SWORN betore me at the )
or in the Province ot )
Manitoba this day otr )

sy A.D. 1991 )

A Commissioner for Qaths in and
for the Province ot Manitoba,

My Commission expires

- 46B -
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1504, Notice to Royalty Owners

The Working Interest Owners shall give notice in
accordance with their Leases to their respective Royalty Qwners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

STRATA RESOURCES LTD.

DATE:

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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September 11, 1991

e TS

Department of Energy & Mines
Petroleum Branch

555 - 330 Graham Avenue
Winnipeg, Manitoba

R3C 4E3

Attention: John Fox

Dear John:

RE: NORTH EBOR UNIT NO. 2 / UNIT AGREEMENT

Please find enclosed one set of fully-executed signature pages for
the referenced agreement.

We lock forward to receiving the Province's pages as well as the
Pressure Maintenance Order from the Board in the near future.

Thank you.

Yours truly,

M ﬁt%Mm/

CWM/ck

Enclosure

1313-One Lombard Place, Winnipeg, Manitoba, Canada R3B 0X3 Telephone: (204) 934-5850 Fax {204) 934-5820
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1504, 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)

calendar days theresafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below,.

R. BARRY TALBOT

DATE:

Witness as to the Signature
of R. Barry Talbot

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2,

- 484 -




EXHIBIT "C"
ATTACHED TO AND MADE PART OF THE
UNIT AGREEMENT
NORTH EBOR UNIT NO. 2
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AFFIDAVIT OF EXECUTION

CANADA I, et the

PROVINCE OF MANITOBA or in the Province ot

R S T )

TO WIT: Manitoba make ocath and say:

1. I was perscnaily present and did see the within instrument and
duplicate duly signed and executed by R. Barry Talbot.

2. The said instrument and duplicate were executed at the
or in the Province or Manitoba.

3. I know the said R. Barry Talbot and am satisafied that he is the
rull age ot eighteen years,

y, I am a subscribing withess to the said instrument and duplicate.
SWORN berore me at the )
or in the Province otr )
Manitoba this day of )

» A.D. 1991 )

A Commissioner ror Caths in and
ror the Province of Manitoba.

My Commission expires

- 48B -~
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EXHIBIT "B"
ATTACHED TO AND MADE PART OF THE
UNIT AGREEMENT
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1504, 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)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

LOUIE TOLAINI

DATE:

Witness as to the Signature
of Louie Tolaini

Execution Page forming part of the Unit Agreement - North Ebor

Unit No, 2.
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EXHIBIT "A"
ATTACHED TO AND MADE PART OF THE

URIT AGREEMENT
NORTH EBOR UNIT NO., 2

TRACT PARTICIPATION

In this Exhibit the names of the Parties have been abbreviated as
follows:

Abbreviation Party
E. H, BOLAM EDITH HANNAH BOLAM

G. M. A.. BOLAM GARY MARLIN ARTHUR BOLAM

A. D. COHEN ALBERT D. COHEN

J. C. COHEN JOHN C. COHEN

J. H. COHEN JOSEFH H. COHEN

M. R. COHEN MARTHA R, COHEN

M. M. COHEN MORLEY M. COHEN

CROWN MANITOBA DEPARTMENT OF ENERGY AND MINES
J. DAY JACK SYDNEY DAY

T. DAY TERRANCE FREDERICK JACK DAY
A. E. M., FORSTER AUDREY EUNICE MAY FORSTER
E. E. M. LAMBOURN EDITH EILEEN MERLE LAMBOURN
LEASAM LEASAM HOLDINGS LIMITED

K8 K8 RESOURCES LTD.

MACDONALD JAMES D, MACDONALD

PERRON DOREEN PERRON

ROACH MERVIN ROACH

SMITH DARLENE BEATRICE SMITH
STRATA STRATA RESOURCES LTD.
TALBOT R. BARRY TALBOT

TOLAINTI LOUIE TOLAINI

TUNDR A TUNDRA OIL AND GAS LTD.

Effective as of the Effective Date

- 51 =




AFFIDAVIT OF EXECUTION

CANADA ) I, ot the
)]
PROVINCE OF MANITOBA ) or in the Province ot
)
TO WIT: } Manitoba make ocath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Louie Tolaini.

2. The said instrument and duplicate were executed at the
or in the Province of Manitoba.

3. I know the said Louie Tolaini and am satistried that he. is the
trull age or eighteen years,

L I am a subscribing witness to the said instrument and duplicate.
SWORN betore me at the }
ot in the Province ot )
Manitoba this day or )

A Commissioner tor Caths in and
tor the Province of Manitoba.

My Commission expires

- 49B -
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1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

TUNDRA OIL AND GAS LTD,

DATE:

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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1504, 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)

calendar days thereafter,

IN WITNESS WHEREEB the Parties have executed this

agreement each on the date shown below.

EDITH HANNAH BOLAM

A , o ) s
DATE: Tviy s, 144y ngWﬁazém,.

Witness as to the Signature
/ of Edith Hannah Bolam

O

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, S7fw e foes e‘“" of the Town
)
PROVINCE OF MANITOBA ) of et in the Province of
)
TO WIT: ) Manitoba make oath and say:

I was personally present and did see the within instrument and
duplicate duly signed and executed by Edith Hannah Bolam.

The said instrument and duplicate were executed at the Town
of YiRdkn in the Province of Manitoba.

I know the said Edith Hannah Bolam and am satisfied that she is
the full age of eighteen years.

I am a subscribing witness to the said instrument and duplicate,

SWORN before me at the Towh )

of Vikd¢a in the Province of ) L—’M\

Manitoba this 3¢°'" day of )

Towy , A.D. 1991 )

%W«

4 Commismioner for Oaths in and
for the Province of Manitoba.

My Commission expires %é/t /48

- 29B -




1504, 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)

calendar days thereafter.

IJN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

GARY MARLIN ARTHUR BOLAM

ovtes iy 50/ it . @
7 0

Witness as to the Signature
of Gary Marlin Arthur Bolam

// M
&

COMMISSIONER OF AFFIDAVITS
IN AND FOR
THE PROVINCE
OF BRITISH COLUMBIA

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.

- 30A -




AFFIDAVIT OF EXECUTION

1, MICHHEC 5-50Nwa¢of the —oc 0.

CANADA )
)
PROVINCE OF MANITOBA ) of Seouwp srriy— in the Province cof
)
TO WIT: ) British Columbia make oath and say:
1. I was personally present and did see the within instrument and

duplicate duly signed and executed by Gary Marlim Arthur Bolam.

2. The said instrument and duplicate were executed at the 75 .. J
of e PSP 7 in the Province of British Columbia.

3. I know the said Gary Marlin Arthur Bolam and am satisfied that
he is the full age of eighteen years.

4, I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the 78« )

of Sw2SF/7 in the Province of )

STtnee 5. wgtwaoca

British Columbia this &6 day )

of oL~ , A.D. 1991 ) COMMISSIONER OF AFFIDAVITS
IN AND FOR
THE PROVINCE
OF BRITISH COLUMBIA
A tvbﬂﬁﬁaéi‘

A Commissioner for Oaths in and
for the Provin&e of British
Columbia. N

My Commission mmwires 112 G2
e 18 A
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1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in

accordance with their Leases to their respective Royalty Owners

of the termination of this agreement within thirty (30)

calendgr days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

ALBERT D. COHEN

DATE: :TUL}’ // /9/

Witness as to the Signature
of Albert D, Cohen

Execution Page forming part of the Unit Agreement - North Ebor
Unit No. 2.

- 314 -




AFFIDAVIT OF EXECUTION

CANADA ) 1, £ MAclottocr of the Crzr
)
PROVINCE OF MANITOBA ) of &/~ I PE F in the Province of
)
TO WIT: ) Manitoba make oath and say:
1. I was personally present and did see the within instrument and

duplicate duly signed and executed by Albert D. Cohen.

2. The said instrument and duplicate were executed at the < “/7.>~
of W/~ /PEF in the Province of Manitoba.

3. I know the said Albert D. Cohen and am satisfied that he i=s
the full age of eighteen years.

y, I am a subscribing witness to the saild instrument and duplicate.

SWORN before me at the C/77. )

of Wimvav1Pe®in the Province of )

g7 L LS

Manitoba this // day of )

JToe)y , AD. 1991 )

Mol loniss

Nogmy 2VBL ({
A Coammissioner—fer-Baths in and
for the Province of Manitoba.

" Sommisaion sxpisee—TT
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1504, 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)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have exaecuted this

agreement each on the date shown below.

JOHN C. COHEN

DATE: ;2‘ ﬁr I3, /75

Witness as to the Signature
of John C. Cohen

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, Dovdd mesniiad _ of the Ci7v
)
PROVINCE OF MANITOBA ) of S¢cg8 Bolpctxt in the Province of
)
TO WIT: ) O 7R ID make oath and say:
1. I was personally present and did see the within instrument and
duplicate duly signed and executed by John C. Cohen.
2. The said instrument and duplicate were executed at the C//Z
of T rpPapdTO in the Province of oJd740.0 .
3. I know the said John C. Cohen and am smatisfied that he is the

full age of eighteen years.

4, I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the ¢;7) )

of 70ROV 7D in the Province of )

ONTARID thisé’%ay of ) Zz ?’“ A\ ﬂ%éé
juu\/ A.D. 1991 )

%&m%@

fon_the P
¥ Llonpissionexplires

A Notary Public in and for the
Province of Ontario.

- 32B -




1504, Notice to Royalty Owners

The Working Interest Owners shall give notice in
sccordance with their Leases to their respective Royalty Owners
of the termination of this agréément within <thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

JOSEPH H. COHEN

'ﬁww _ %%QMM

ot

Witness as to the Signature
of Joseph H. Cohen

Execution Page forming part of the Unit Agreement - North Ebor

Unit No., 2,
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AFFIDAVIT OF EXECUTION
CANADA

I, Qk_/rmre_ﬂqu_ﬁ_or the cw_e _
B .cC.

)
)
PROVINCE OF MANSBEBR2 ) of mﬁ Wi 1 in the Province of
) S
)

Q)Q make cath and say:

TO WIT:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Joseph H. Cohen.

2. The gaid instruympent and duplicate were expcuted at the
of‘M in the Province of ﬁ fall .

3. I know the said Joseph H. Cohen and am satisfied that he is
the full age of eighteen years.

4, I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the U"‘j

L

d‘r&e_m\ouo in the Province of )
this \O. day of )

y AD. 1991 )

A ummiss\gner fér Oaths in and
for the Province of . .

My Commission expires vo Er_&r?.% g)ﬁ-rg R

- 33B -




1504, Notice to Royalty Owners

The Working Interest Owners shall g€ive notice in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

MARTHA R. COHEN

DATE: gzﬁ‘%# 22 /37 Qz%m/‘? . Copler

Witness as to the Signature
of Martha R, Cohen

aQ 1Y

Execution Page forming part of the Unit Agreement - North Ebor

it No. 2. oA
Un N 2 Cep L ,“:H‘ﬁ.i
D T enern s AW
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AFFIDAVIT OF EXECUTION

CANADA ) I, (AN G B eri of the c/TY
)
PROVINCE OF MANITOBA ) of Cha G Y in the Province of
)
TO WIT: ) £ Ay b make oath and say:

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Martha R. Cohen.

2. The said instrument and duplicate were executed at the 7Y
of _ (b trxly in the Province of P ior A P —

3. I know the said Martha R. Cochen and am satisfied that she is the
full age of eighteen years.

L, I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the th* )

of (iﬂ&?lurin the Province of ) ?
’f. ” ‘I"‘. ‘!,{1
( !Qﬂgdﬁ this 33"5‘ day of ) W{ S et

(}U_Q_L?r y, A.D., 1991 )

A Commissionygr for Oaths in and

for the Province of_jZﬁgg&fgz;.

My Commission expires

- 34B -




1504. 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)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below,.

MORLEY M. COHEN
/1

DATE: Twey s0/%y Q%zauzﬁa &rﬁliiLfﬁ_

Witness as to the Signature
of Morley M. Cohen

Execution page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA ) I, . MmelCot eockH of the Cr7>
)
PROVINCE OF MANITOBA ) of W/ IPEF in the Province of
)
TO WIT: ) SV s PT O R make oath and say:
1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Morley M, Cohen.
2. The said instrument and duplicate were executed at the Crrr
of Wina ) PE & in the Province of AV "~ 70,3 - .

3. I know the s3aid Morley M. Cohen and am satisfied that he is
the full age of elighteen years.

4, I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the C+/7.» )
of *v¢~~/P€%in the Province of )

M) TR this /4 day of ) L~ :

TUey» , A.D. 1991 )

Nt U

NOTH  PudLsC

| in and
for the Province of .

My—Gommteston €Xpires

- 35B -




1504, 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)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below,

JACKE SYDNEY DAY

DATE:  August 12, 1991 g? cod K&  Pay .

Witness as to the Signature
of Jack Sydney Day

(Q

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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AFFIDAVIT OF EXECUTION

CANADA ) 1, STEWART ROSS POOLE of the Town
) .
PROVINCE OF MANITOBA ) of Virden in the Province of
)
TO WIT: ) Manitoba meke oath and say:

y,

I was personally present and did see the within instrument and
duplicate duly aigned_and executed by Jack Sydney Day.

The said instrument and duplicate were executed at the [0WN
of Virden in the Province of Manitoba.

I know the said Jack Sydney Day and am satisfied that he 1is
the full age of eighteen years.

I am a subseribing witness to the said instrument and duplicate.

SWORN before me at the 10WN )

of Virden {n the Province of ) %\",_jkgz_ﬁ~ﬁ__h__
Manitoba this 12th ) -

August

day of

, A.D. 1991 )

A Commissioner for Oaths in and
for the Province of Manitoba.

My Commission expires Hay 31, 1993

- 378 -




AFFIDAVIT OF EXECUTION

CANADA ) I, Robert G. Puchniak of the City
)
PROVINCE OF MANITOBA ) of Winnipeg in the Province of
)
TO WIT: ) Manitoba make oath and say:
1. 1 was personally present and did see the within instrument and

duplicate duly signed and executed by James D. MacDonald.

2. The said instrument and duplicate were executed at the City
of Winnipeg in the Province of Manitoba.
3. I know the said James D. MacDonald and am satisfied that he is
the full age of eighteen years.
y, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the City )

of Winnipeg in the Province of )

Manitcoba this 25th day of ) éfzit;ilxzi;aéﬁzé:_L_

July , A.D. 1991 )

A Commissione# for Oathe in and

for the Province of Manitobsza.

My Commission expires 93/05/14

- 43B -




1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners

of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS HHEREOF the Parties have executed this

agreement each on the date shown below.

TERRANCE FREDERICK JACK DAY

DATE: August 12, 1991 ; « Q_m . .

Witness as to the Signature
of Terrance Frederick Jack Day

Ao

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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1504, 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)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

J AMES g HACDO] ALW
DATE: %’h\

k\

Witness as to the Signature
of James D. MacDonald

S otk

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.

- 43A -




AFFIDAVIT OF EXECUTION

CANADA ) 1, STEWART ROSS POOLE of the JOWn
) . i
PROVINCE OF MANITOBA ) or Virden in the Province of
)
TO WIT: ) Manitoba make oath and s=ay:
1. 1 was personally present and did see the within instrument and
duplicate duly signed and executed by Terrance Frederick Jack
Day.
2. The said instrument and duplicate were executed at the Town
of Virden in the Province of Manitoba.

3. I know the said Terrance Frederick Jack Day and am satisfied
that he is the full age of eighteen years,

y, I am a subscribing witness to the said instrument and duplicate.
SWORN before me at the 1°0WN )

or Virden ;4 tne Province of ) ! ﬁ;}

Manitoba this 12th day of )

August , A.D. 1991 )

T Beia ik
A CommissYoner for Oaths in and

for the Province of Manitoba.

My Commission expires May 31, 1993

- 388 -




1504, 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)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

K8 RESOURCES LTD,

DATE: . "f;é,.{ a2/ SF/ Z-@

Execution Page forming part of the Unit Agreement - North Ebor

Unit No., 2.
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1504, Notice to Raoyalty Owners

The Working 1Interest Owners shall give notice in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter,

IN VWITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

AUDREY EUNICE MAY FORSTER

bt s i L @
DATE: /Zc’///»i/;/ o (. iz 1) o

Witness as to the Signature
of Audrey Eunice May Forster

D G

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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1504, Notice to Royalty Owners

The Working 1Interest Owners shall give notice in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

LEASAM HOLDINGS LIMITED

DATE: Ty /1/9, %/ﬁ,

vFr

72 XCeoys

3EcT.

Execution Page forming part of the Unit Agreement - North Ebor

Unit No, 2.
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AFFIDAVIT OF EXECUTICN

CANADA ) I, of the
)
PROVINCE OF MANITOBA ) of in the Province of
)
TO WIT: ) Manitoba make oath and say:
1. I was personally present and did see the within instrument and

duplicate duly signed and executed by Audrey Eunice May Forster.

2. The said instrument and duplicate were executed at the
of in the Province of Manitoba.

3. I know the said Audrey Eunice May Forster and am satisfied that
she is the full age of eighteen years.

b, I am a subseribing witness to the said instrument and duplicate.
SWORN before me at the )
of in the Province of )
Manitoba this day of )

, A.D. 1991 )

A Commissioner for Oaths 1n and
for the Province of Manitoba.

My Commission explres

- 398 -~




AFFIDAVIT OF EXECUTION

CANADA ) I, ST vwats e‘i“ {H‘t ot the 70 mnv
)
PROVINCE OF MANITOBA ) of ViEoLn, in the Province ot
)
TO WIT: ) Manitoba make oath and say:
1. I was personally present and did see the within instrument and

duplicate duly signed and executed by Edith Eileen Merle
Lambourn,

of ViAPErv in the Province of Manitoba.

k/mm,/sa The said instrument and duplicate were executed at the T,
3. I know the said Edith Eileen Merle Lambourn and am satisfied
that she is the full age of eighteen years.

4, I am a subscribing witness to the said instrument and duplicate.

SWORN betore me at the /v )

tﬁnwy or Vi&0EN in the Province of ) 9 & 2
‘?756-_ .

Manitoba this day or )

Tyvin , A.D. 1991 )

A Commissioner for Qaths in and
for the Province of Manitoba.

My Commission expiresZ@%z:y,[¢@5

- 40B -




150%, Notice to Royalty Owners

The Working Interest Owners shall g€ive notice in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

DARLENE BEATRICE SMITH

DATE: AUGUST 12, 1991

Witness as to the Signature
of Darlene Beatrice Smith

o (@

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2,
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Clause 902 - The first paragraph of Clause 902 and Clause 901 appear to
give the working interest owners in the unit the right to
determine the tract participation formula for new tracts
added to the unit. However, 902(c) and (d) appear to
dictate the tract participation formula for unit enlargement
and are unclear to me,

The following is my interpretation of Clause 902(c¢):

The interim Tract Participation in the enlarged unit shall be based on the
average daily oil production rate for the 90 days immediately preceeding
the effective date of enlargement.

The interim Tract Participation of the original unit area in the enlarged
unit area is equal to the average daily oil production rate for the
original unit area for the 90 days immedlately preceeding the effective
date of enlargement divided by the sum of the average daily oil production
from the original unit area and all new Tracts to be included in the
enlarged unit area, for the 90 days immediately preceeding the effective
date of unit enlargement.

Conversely, the interim Tract Particlpation of each new Tract to be
included in the enlarged unit area is equal to the average dally oill
production rate for that new Tract for the 90 days immediately preceeding
the effective day of enlargement divided by the sum of the average daily
0il production from the original unit area and all new Tracta to be
included in the enlarged unit area, for the 90 days immediately preceeding
the effective date of unit enlargement.

I am not sure of the purpose of the term "adjusted for mechanical
difficulties™ but because it is very vague, it should be defined in the
argeement or deleted.

Clause 902(d) deals with final Tract Participation and would be identical
to my revised wording for Clause 902(c) by substituting "final" for
*interim" and "270 days" for "90 days".

Use of current productivity for tract participation for unit enlargement
may work for or against the Crown. On the one hand, if a new well is
drilled on Crown land at 9-11 for example, use of current productivity will
maximize the Crown's participation. The downside is unit expansion will
probably occur in the NW/4 of Section 12.

|

John Fox




AFFIDAVIT OF EXHCUTION

CANADA )
) I, Marcia L. Carter of the
PROVINCE OF MANITOBA ) R.M. of Woodworth r in the
) Province of Manitoba make ocath and say:
TO WIT: )

1. I was personally present and did see the within instrument and
duplicate duly signed and executed by AUDREY EUNICE MAY FORSTER.

2. The said instrument and duplicate were executed at the TOWN
of  VIRDEN in the Province of Manitoba.

3. I know the said AUDREY EUNICE MAY FORSTER and am satisfied that
she is the full age of eighteen years.

4. I am a subscribing witness to the said instrument and duplicate.

o 2 e

SWORN before me at the TOWN
of VIRDEN in the Province

of Manitoba, this 5th day of

September ; A.D., 1991.

A Comnissioner for Oaths in and
for the Province of Manitoba.

My Cammission Expires: October 16, 1991
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Rt oo Memorandum

To . From .
. Bob Dubreuil . John Fox

. Director , Chief Petroleum Engineer
. Petroleum Branch .

Telephone
Subject

RE: North Ebor Unit No. 2

- Unit Agreement

I have limited my review of the subject unit agreement to Article VI -
Tract Participation and Article IX - Enlargement of Unit Area. I have
asked Dan to complete the review by comparing the unit agreement to the
agreements for North Ebor Unit No. 1 and Waskada Unit No. 17. Dan will
also check to ensure that Tundra used the correct production data.

First | Fold

Article VI - Tract Participation
Tundra proposed an interim and final tract participation as follows:

(a) Interim tract participation - average daily production for the 90 days
preceeding June 1, 1991. This formula maintains the Crown's cashflow
but favours the newly drilled wells.

(b) Final tract participation - average daily production for the 270 days
preceeding February 1, 1992, The Crown wells, 15-11 and 16-11, are
outside the 7-spot injection pattern, furthest from the injection at
8-14-10-29. The production at the Crovn wells is least likely to
increase as a result of the waterflood, therefore the Crown's final
tract participation is 1likely to be less than the interim tract
participation. This could be considered equitable because 15-11 and
16-11 will probably not contribute significantly to the waterflood
performance.

Article IX - Enlargement of Unit Area

The clauses in this section are confusing and in some respects
contradictory. Development opportunities exist south of the proposed North
Ebor Unit No. 2 in the NE/4 of Section 11 (Crown) and the NW/4 of Section
12, both under lease to Tundra. If the pocl extends for any diastance in
this direction, a second injector in the unit may be required.

Clauge 901 - Appears to apply only if an application for unit enlargement
is made within 90 days of a new well going on production.
What happens if a working interest owner of adjoining 1lands
applies after 90 days?

-25 834-01-00830




1504, Notice to Royalty Owners

The Working Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter,

IN WITNESS VWHEREOF the Parties have executed this

agreement each on the date shown below.

MERVIN ROACH

DATE: % ///4/ 7"6%/ %»«w/

Witness as to the Signature
of Mervin Roach :

Lef] 4

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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1504, Notice to Royalty Owners

The Working 1Interest Owners shall give notice 1in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

TUNDRA OIL AND GAS LTD.

DATE: SEP 11 1981 M a

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.

- 50 -




AFFIDAVIT OF EXECUTION

CANADA ) I, @-C-r- Puu{mnn of the (A TY
)
PROVINCE OF MANITOBA ) of_WJiAIN (PEe in the Province of
)
TO WIT: ) Manitoba make oath and say:
1. I was perasonally present and did see the within instrument and

duplicate duly signed and executed by Doreen Perron.

2. The said instrument and duplicate were executed at the CIZZ
of / in the Province of Manitobs.

3. I know the said Doreen Perron and am satisfied that she is the
full age of eighteen years.

4, I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the 0177 )

ofb(}//J/l//P%dn the Province of )

Manitoba this //MA day of ) W_.,‘/
Ty , A.D. 1991 )

T d it

Commissioher for Oaths in and
or the Province of Manitobs.

My Commission expires Ser 24 R

- 448 -




AFFIDAVIT OF EXECUTION

I, f? br. /au,%f//?k ot the C/TV

CANADA )
J
PROVINCE OF MANITOBA ) ot W//u/uzpé’(r in the Province ot
)
TO WIT: ) Manitoba make oath and say:
1. I was personally present and did see the within instrument and
duplicate duly signed and executed by Louie Tolaini.
2. The said instrument and duplicate were executed at the C::ZZ
or infnSrFPeE in the Province of Manitoba.
3. I know the said Loule Tolaini and am satistried that he is the

tull age of eighteen years.

4, I am a subscribing witness to the said instrument and duplicate.

SWORN betore me at the Cz!'TV )
orAmehPe&dn the Province ot )

Manitoba this /X #A day ot ) m

Tty , A.D. 1991 )

/é/mwéf// Mﬂ» ~

_A Commissiopgler tor Oaths in and
tor the Province ot Manitoba.

sep 26 1992

My Commission expires

= 49B -




1504, Notice to Rovalty Owners

The Working 1Interest Owners shall give notice in
accordance with their Leases to their respective Royalty Owners
of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

EDITH EILEEN MERLE LAMBOURN

DATE: Svim 7, 44y M@w .

Witness as to the Signature
of Edith Eileen Merle Lambourn

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.
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1504, 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)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

LOUIE TOLAINI

k]
1 i -
DATE: o e -t ].&M

Witness as to the Signature
of Louie Tolaini

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.

- 49A -




AFFIDAVIT OF EXECUTION

CANADA ) I, @QBEgI & Eg_ CHNIBK ot the (f(ﬁ
)
PROVINCE OF MANITOBA ) of !AJJMN i P€ (r in the Province of
)
TO WIT: ) Manitoba make ocath and say:
1. I was personally present and did see the within instrument and

duplicate duly signed and executed by Mervin Roach.

2. The said instrument and duplicate were executed at the CZ:ZZ
of AiNNIPE L in the Province of Manitoba.

3. I know the said Mervin Roach and am satisfied that he is the
full age ot eighteen years,

4, I am a subscribing witness to the said instrument and duplicate.

SWORN before me at the (1:711

S

ofAiaﬁWﬁE](in the Province of )

Manitoba this //VQ< day of )} /zzzfiaii;*4%(

/-

Tty , A.D. 1991 )

M@ /o

AACommissionlr for Oaths in and
for the Province of Manitoba.

My Commission expireséi?gféh@é&

- 45B -




AFFIDAVIT OF EXECUTION

CANADA ) I, ,&ﬂ‘gg &rc_ém or the (24
) 4
PROVINCE OF MANITOBA ) or 4 inniges in tne Province of
) 4
TO WIT: ) Manitoba make oath and say:
1. I was personally present and did see the within instrument and

duplicate duly signed and executed by R. Barry Talbot.

2. The said instrument and duplicate were executed at the gzﬁé
ot in the Province ofr Manitoba.

3. I know the said R. Barry Talbot and am satistied that he is the
rull age or eighteen years,

4, I am a subscribing witness to the said instrument and duplicate.

SWORN betore me at the CZv%y )

or xn/)f)Jé’/in the Province or )

Manitoba this 4%6( day of ) ‘7(:£2;§£:;€k
j&/y , A.D. 1991 ) ’

A Commissioner ror Oaths in and
tor the Province ot Manitoba.

My Commission expires SlzvciégﬁiL

- 4BB -




1504, 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)

calendar days thereafter,

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

DOREEN PERRON

DATE: JuL 11 W “\\_\‘: ] N .

Witness as to the Signature
of Doreen Perron

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.

- L4A -




1504, 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)

calendar days thereafter.

IN WITHNESS WHEREOF the Pgrties have executed this

agreement each on the date shown below.

R. BARRY TALBOT

M v e Al

Witness as to the Signature
of R. Barry Talbot

Oy

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.

- 484 -




AFFIDAVIT OF EXECUTION

CANADA ) I, STEWART ROSS POOLE of the TOWN
) .
PRUVINCE OF MAN1TOBA ) or  Virden in the Province ot
)
TO W1IT: ) Manitoba make oath and say:
1. I was personally present and did =ee the within instrument and
duplicate duly signed and executed by Darlene Beatrice Smith.
2. The said instrument and duplicate were executed at the |OW
of Virden in the Province ot Manitoba,

3. I know the said Darlene Beatrice 3Smith and am satistied that
she is the tull age of eighteen years.

4, I am a subscribing witness to the said instrument and duplicate.

SWORN betore me at the Town )

ot Virden  jpn tne Province ot ) “ & 2
12th |

Manitoba this day otr )

August » A.D. 1991 )

kﬁ?ﬁt . f’ {//m,»&ﬂ4,4é11;;$_/

A Commissioner for Qaths in and
ter the Province of Manitoba,

May 31, 1993

My Commission expires

- 46B -




1504, Notice to Royalty Owners

The Working 1Interest Owners shall give notice in
accordance with their Leases to their respective Royalty Owners

of the termination of this agreement within thirty (30)

calendar days thereafter.

IN WITNESS WHEREOF the Parties have executed this

agreement each on the date shown below.

STRATA RESOURCES LTD.

DATE: 85 /7 /
U

Execution Page forming part of the Unit Agreement - North Ebor

Unit No. 2.

- 47 -




September 17, 1991

The 0i1 and Natural Gas John N. Fox
Conservation Board Chief Petroleum Engineer
~ Ian Haugh, Chairman Petroleum Branch

~ H. Clare Moster, Deputy Chairman
- Wm. McDonald, Member

Tundra 0il and Gas Ltd, has made application for approval of the Unit
Agreement for North Ebor Unit No. 2. The proposed Unit encompasses the
area included in Board Order No. PM 67 approving a waterflood in a
portion of the Daly Bakken D Pool.

Tundra has also submitted copies of the Unit Agreement execution pages
indicating 100X of the royalty owners (including the Crown) and 100% of
the working interest owners have executed the agreement,

It is recommended that the Board approve the North Ebor Unit No. 2 Unit
Agreement with an effective date of October 1, 1991. A copy of the
proposed Board letter of approval is attached.

ORIGINAL SIGNED BY
JOUN N. FOX
;_-Nav Y

3 —

John N. Fox

Ogee =07 N
Att'd. B i d AL

Approved:

L.R. Dubreuil, Director
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September 13, 1991

Ms. Cindy V. Marchant
Landman

Tundra 011 and Gas Ltd.
1313 - One Lombard Place
Winnipeg, Manitoba

R3B 0X3

Dear Ms. Marchant:

The 0il and Natural Gas Conservation Board is in receipt of your letter
dated September 11, 1991 requesting approval of the North Bbor Unit No. 2
Unit Agreement and the attached copies of the working interest and royalty
owner congents.

The North Ebor Unit No. 2 Unit Agreement iz hereby approved with an
effective date (pursuant to Clause 1401 of the Unit Agreement) of October 1
1991.

Enclosed for your records is a copy of the North Ebor Unit No. 2 Unit
Agreement executed by the Minister of Energy and Mines on behalf of the
Crown as royalty owner.

Yours respectfully,

ORIGINAL SIGNED BY
H. CLARE MOSTER

H. Clare Moster
Deputy Chairman

Encl.



G Barows  Wfopz

PC:C. Moster - 91/09/13-GB

On Matters of State No. %2%

To The Honourable the Lieutenant Governor in Council
Energy and Mines

---------------------------------------------------------------------------------------------------------------------------

Order in Council

MANITOB

WHEREAS Section 75 of "The Mines Act", being Chapter M160 of the Continulng
Consolidation of the Statutes of Manitoba, provides as follows:

"gs(l) Where the Crown is a working interest owner or royalty owner of a tract of
! land, the Lleutenant Governor in Council may authorize the minister, on
| behalf of the Crown, to enter inte a unitization agreement for the unit
, operation of the pool or field, or part thereof, within which the tract is
i gituated. .
75(2) Notwithstanding any other provision of this Act or of an agreement or other
* disposition made under this Act, the Lieutenant Governor in Councll may
i authorlze the minister, on behalf of the Crown, to enter into an agreement
‘ for the calculation of the royalty payable to the Crown on the oil and gas
produced from a unit area that includes a tract that 1s subject to the
l payment of a royalty to the Crown." :
AND WHEREAS Tundra 0il and Gas Ltd. is the holder of Crown 0il and Natural Gas Lease
No., L802-141(El) covering the Northeast gquarter of Section 11, in Township
10, Range 29, WPMi\
~
AND WHEREAS Tundra 011 and Gas Ltd. 18 proposing to unitize its operations in part of
| the Daly Bakken D Pool as North Ebor Unit No. 2, which unit includes the
| tracts described as Legal Subdivisions 15 and 16 of Section 11 in Township
' 10, Range 29, WPM;

AND WHEREAS Tundra 0il1] and Gas Ltd, has requested agreement for the proposed
unitization from the Crown as the Royalty Owner of the subject tracts;

AND WHEREAS 1In order to accomplish the more efflclent and economical development and
production of the o0ll and gas resources of the Daly Bakken D Pool, it is
| deemed advisable for the Crown to enter into the sald unitization agreement;

THEREFORE, he, the Minister, recommends:

|

L, THAT the Miniater of Energy and Mines be authorized to enter
into the Unit Agreement for North Ebor Unit No. 2 in the form
hereto annexed and marked as Schedule ™A™, or any form to the
like effect. -

!
|
i
|

initiating bepartrnenthgency

Department/Apgency | Apthor Officer |
Ear) [N o

Apprﬁft’l By
C.B.C. Finance

|

Approved as td form by:

Name LD PLEVIVS
ama ﬂ(/i }‘,,/9 / '
Initiale

Civil Litigation Brench: V}ylé
or Legl:llllV!Qounul: (3 &8

!
IN THE EXECUTIVE COUNCIL CHAMBER, WINNIPEG

Upon consideration of the foregoing report and recommendation Council advises that it be done as recom-
ménded. )

.........................

PSF 40
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wev Q_}Atthhs
b(
August 13, 1991 o ¢ o
. o. 2
H. Clare Moster T N a1 John N, Fox
Assistant Deputy Mini: [, e~ At be Chief Petroleum Engineer
Energy Division : Petroleum Branch

RE: Propoged North Ebor Unit No. 2 Unit Agreement

Tundra 0il and Gas Ltd. is proposing to unitize an area in the Daly Field
vhich includes 9 tracta. The proposed North Ebor Unit No. 2 involves two
tracts (LSD's.) for which the Crown is the royalty owner (i.e, mineral
rights owner). Section 74 of The Mines Act states that before =&
unitization agreement can be put into effect, it must be approved by The
0il and Natural Gas Conaservation Board. It further states that the Board
shall not approve an agreement unless the royalty owners have agreed to the
unit operation. Therefore, Tundra has submitted two coples of the proposed
Unit Agreement for North Ebor Unit Ro. 2 for execution by the Minister on
behalf of the Crown as an affected royalty owner.

Section 75 of The Mines Act states that the Minister, with the
authorization of the Lieutenant Governor in Council, may enter such
agreements on behalf of the Crown as a royalty owner.

RECOMMENDATION:
It is recommended that the Minister:

1. Requests authorization from Cabinet to permit him to enter into the
proposed North Ebor Unit No. 2 Unit Agreement on behalf of the Crown
(draft OIC attached) with respect to LSD's 15 and 16 of Section
11-10-29 (WPM).

2. Execute the attached two copies of the Unit Agreement for North Ebor
Unit No. 2 as a royalty owner,

DISCUSSION:

The two tracts in the proposed Korth Ebor Unit No. 2 which contain
Crown-owned mineral rights are LSD's 15 and 16 of Sectlon 11-10-29 (WPM).
The two tracts are held under .Crown 011 and Natural Gas Lease No.
L802-141(El) covering the northeast quarter of Section 1l1. The lease 1is
held by Tundra 0il and Gas Ltad,

Currently the wells on the tracts produce from the Daly Bakken D Pool at a
combined rate of approximately 100 m3/month and a water-oil ratio of
about 3.12 m3/m3.

With the proposed unit and planned pressure maintenance operations in the
area, there is a good chance that the productivity of these wells may bhe
enhanced in the future. On this basis, inclusion of these tracts in the
unit is recommended.




By inclusion of these tracts in the unit, the Crown will receive royalties
based on allocated unit production. Petroleum Branch staff have reviewed

all the tract participation factors for tracts in the unit and recommend
~—~their acceptance.

Clause 1301 of the proposed Unit Agreement specifically states that the
execution of the Agreement by the Minister is strictly as a royalty
interest owner. Therefore, by such execution, the Minister is not

approving the Unit Agreement. Such approval may only be done by the Board
pursuant to Section 74 of The Mines Act.

John N. Fox

Att'd,




DEPARTMENT OF ENERGY AND MINES

CABINET SUBMISSION

SUBJECT:
An agreement to unitize oil development operations in the Daly oll field.
BAGKGROURD :

The Province of Manitoba is the owner of the mines and minerals in the
northeast quarter of Section 11, Township 10, Range 29 (WPM) located in the
Daly oil field. Tundra 0i1l and Gas Ltd. is the holder of the Crown oil and
natural gas lease to the subject land. Tundra has completed two wells
under the lease in the Daly Bakken D Pool. Tundra is planning to expand
its waterflood operations in that area of the Pool, but before proceeding,
Tundra must obtain the agreement of the mineral rights owners affected, As
Tundra wishes to include the Crown wells in the proposed North Ebor Unit
No. 2, it has requested the consent of the Minister of Energy and Mines on
behalf of the Crown as mineral rights owner.,

DISCUSSION:

Inclusion of the Crown wells in the proposed Unit will result in a portion
of the total oil and gas produced from all wells in the Unit being
allocated to the Crown wells, and the Crown will receive royalties on the
allocated production,

The Mines Act specifically provides for the Minister to enter into
unitization agreements on behalf of the Crown with the approval of the
Lieutenant Governor in Council.

FINARCIAL IMPLICATIONS:

The proposed unitization will not affect operating expenditures and will
result in additional future oil royalty revenue to the Crown depending on
the success of the waterflood project.

0 CATION:

Because of the routine nature of the procedure for Crown consent as a
mineral owner to unitization, no communication is required.

RECOMMERDATION:

It is recommended that the Minister of Energy and Mines be authorized to
enter into the Unitization Agreement for North Ebor Unit No. 2 on behalf of
the Crown.

Harold Neufeld
Miniater of Energy and Mines

Date Typed: August 13, 1991
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75(2)

AND WHEREAS

AND WHEREAS

AND WHEREAS

AND WHEREAS

THEREFORE,

Energy and Mines

Section 75 of "The Mines Act", being Chapter M160 of the Continuing
Consolidation of the Statutes of Manitoba, provides as follows:

Where the Crown is a working interest owner or royalty owner of a tract of
land, the Lieutenant Governor in Council may authorize the minister, on
behalf of the Crown, to enter into a unitization agreement for the unit
operation of the pool or field, or part thereof, within which the tract is
situated.

Notwithstanding any other provision of this Act or of an agreement or other
disposition made under this Act, the Lieutenant Governor in Council may
authorize the minister, on behalf of the Crown, to enter into an agreement
for the calculation of the royalty payable to the Grown on the oil and gas
produced from a unit area that includes a tract that is subject to the
payment of a royalty to the Crown."

Tundra 0il and Gas Ltd. is the holder of Crown 011 and Natural Gas Lease
No. L802-141(El) covering the Northeast quarter of Section 11, in Township
10, Range 29, WPM;

Tundra 0il and Gas Ltd., is proposing to unitize its operations in part of
the Daly Bakken D Pool as North Ebor Unit No. 2, which unit includes the
tracts desceribed as Legal Subdivisions 15 and 16 of Section 11 in Township
10, Range 29, WPM;

Tundra ©0il and Gas Ltd. has requested agreement for the proposed
unitization from the Crown as the Royalty Owner of the subject tracts;

in order to accomplish the more efficient and economical development and
production of the oil and gas resources of the Daly Bakken D Pool, it is
deemed advisable for the Crown to enter into the sald unitization agreement;

he, the Minister, recommends:

THAT the Minister of Energy and Mines be authorized to enter
into the Unit Agreement for Korth Ebor Unit No. 2 in the form
hereto annexed and marked as Schedule "A"™, or any form to the
like effect.
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August 7, 1991

Manitoba Oil and Natural Gas Conservation Board
Room 309

Legislative Building

Winnipeg, MB

R3C 0vV8

Attention: Mr. H. Clare Moster, Deputy Chairman
Dear Mr. Moster:

Re: Application for Pressure Maintenance
Daly Bakken D Pool - North Ebor Unit No. 2

With respect to the objection lodged by certain mineral owners in the
MW 1/4 Section 12-10-29 WEM and the SW 1/4 Section 13-10-29 WEM, we
are pleased to report that five of the mineral owners on these lands
have signed our Unit Agreement. In addition, 13 other signatures
have been obtained from various Working Interest and Royalty Owners
who are party to the Unit Agreement.

However, Terry Day and three relatives have not yet signed the Unit
Agreement, nor have they withdrawn their objection to our pressure
maintenance application. We have answered their questions and
concerns to the best of our ability, both verbally and in writing,
but they are still dragging their feet.

We believe very strongly in the merits of waterflooding this Bakken
pool. It should be noted that in North Ebor Unit No. 1, we
experienced some downtime at our injector well during June and July.
This downtime was immediately reflected in oil production at the Unit
which dropped by 10-15% from May to July.

We are concerned that a few individuals are delaying the project to
the detriment of the majority. We ask that you further process our
pressure maintenance application and issue us an order from the 0Oil
and Natural Gas Conservation Board providing for a pressure
maintenance program in the Daly Bakken D Pool.

Sincerely,

G L

Robert G. Puchniak
President

RGP/ck

v' ¢: John Fox, Chief Petroleum Engineer
Petroleum Branch

1313-One Lombard Place, Winnipeg, Manitoba, Canada R3B OX3 Telephone: (204) 934-5850 Fax {204} 934-5820
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Aungust 1, 1991

Department of Energy and Mines
555 ~ 330 Graham Avenue
Winnipeg, MB

R3C 4A5

Attention: Mr. John Fox, Chief Petroleum Engineer

Dear Mr. Fox:

_li_e: North Fbor Unit No. 2

With respect to the Unit Agreement, Tundra's interpretation of
Article IX is similar to the Petroleum Branch interpretation, as
outlined in your letter of July 29, 1991; that is,

a) The Agreement makes provision for enlargement to include some
very specific lands known as the "Adjoining Lands”. However,
the Agreement does not preclude an expansion of the Unit to
include other lands, if so agreed by all Royalty and Working
Interest Owners in the Unit:

b) The "Amended Effective Date" is the date on which the expanded
Unit takes effect. This can occur only after at least 90 days
production for new wells:

¢) Tract Participations for the expanded Unit will treat the
pre-existing Unit as one block of production and the new wells
as an enlargement, to which a share of future production will be
allocated in accordance with their proportionate contribution to

the expanded Unit, based on production for the 90 days preceding
such enlargement.

If you require any further clarification, please call.

Sincerely,

Robert G. Puchniak

RGP/ck

1313-One Lombard Place, Winnipeg, Manitoba, Canada R3B 0X3 Telephone: (204) 934-5850 Fax (204} 934-5820
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Energy and Mines Petroleum 555 — 330 Graham Avenue
Winnipeg, Manitoba, CANADA
R3C 4E3

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

July 29, 1991

Mr. Robert G. Puchniak
President

Tundra 011 and Gas Ltd.
One Lombard Place

1313 Richardson Bldg.
Winnipeg, Manitoba

R3B 0X3

Dear Mr. Puchniak:

Re: bor t 0) ment

As per our discussion, July 25, 1991, the Branch would 1like written
confirmation regarding Tundra's interpretation of Article IX of the
proposed North Ebor Unit No. 2 Unit Agreement.

It is the Branch's understanding that Clause 901 is designed to establish
the method of enlarging the unit to include those adjoining lands which
the parties to the Unit Agreement have a royalty or working interest in.
Clause 901 is not intended to exclude other lands from becoming part of
an enlarged unit. Inclusion of such 1lands in the wunit could be
accomplished by amending the Unit Agreement which would require the
unanimous approval of the royalty and working interest owners in the unit.

It is also assumed that the "Amended Effective Date" approved by the
working interest owners under Clause 901 would be either, the first day
of the month following the date the new well had been on production for
90 days or the first day of a subsequent month.

The Branch's interpretation of Clause 902 regarding the determination of
tract participation in an enlarged unit is as follows:

The pre-existing unit's share of production from the enlarged unit would
be in the same proportion as the pre-existing unit's production for the
90 days preceding the enlargement is to the total enlarged unit's
production over ‘the same period. Clause 902 {a) which protects the ratio
of Tract Participation within the pre-existing unit would then be applied.



-2

Please advise the Branch if this interpretation of Clause 902 is
correct. Upon receiving clarification of these issues, the Branch will
forward its recommendations to the Minister. 1If you have any questions,
please contact the undersigned at 945-6574.

Your truly,

et

John Fox
Chief Petroleum Engineer

JNF/sml
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July 25, 1991

Mr. John Fox,

Chief Petroleum Engineer
Department of Energy and Mines
Petroleum Branch

555-330 Graham Avenue
Winnipeg, MB

R3C 4A5

Dear John:

Re: North Ebor Unit No. 2

Please find enclosed a more detailed Exhibit "A", which cutlines
Working Interest and Royalty Interest Owners on a well-by-well basis.

We have provided you with preliminary Tract Participations for each
well. The final Tract Participations will be calculated on the basis
of daily oil production for the 90 producing days immediately prior
to the Effective Date, which we expect to be September 1, 1991. The
calculations, and a final Exhibit "A", will be sent to all Parties by
the third week of September, 1991.

If you have any other requests, please call.

Sincerely,

e

Robert G. Puchniak
RGP/ck

Enclosure

1313-One Lombard Place, Winnipeg, Manitoba, Canada R3B 0X3 Telephone: (204) 934-6850 Fax {204) $34-5820
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EXHIBIT "B"
ATTACHED TO AND MADE PART OF THE
UNIT AGREEMENT
NORTH EBOR UNIT NO. 2
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July 15, 1991
T~
s OB T
5 5
Department of Energy and Mines o K
555 — 330 Graham Avenue S e N
Winnipeg, Manitoba ¢ RPN
R3IB 0X3 S L T
1
Attention: Mr. L.R. Dubreuil \\-{*5.,. LT ;'{_,-""
Director, Petroleum Branch N R
Dear Sir:

Re: Proposed North Ebor Unit No. 2

Please find enclosed one Unit Agreement for your review. The
Agreement has been revised to reflect the change to a Tract
Participation based on a formula set out in the Agreement versus an
Interim and Final Tract Participation as was originally discussed.
The Article dealing with Unit Enlargement has also been simplified.

We trust you will find these changes acceptable and would ask that
the Province, as a Royalty owner, proceed with ratifying the
Agreement.

We have met with two of the Royalty owners in the SW 1/4 of Section
13 and MW 1/4 of Section 12, and they have executed the Unit
Agreement. We've sent a letter to all of the remaining Royalty
owners, a copy of which is attached for your information. We expect
the letter of abjection will soon be withdrawn. In any event, we
will keep you apprised of the situation.

Thank you.
Yours truly,
%’)pu,fa. ~
chant.

Cindy V.
Landman

Enclosure

cc: H. Clare Moster, Deputy Chairman
The 0il and Natural Gas Conservation Board
Rocm 309
Legislative Building
Winnipeg, Manitcba
R3C OvB8

1313-One Lombard Place, Winnipeg, Manitoba, Canada R3B 0X3 Telephone: {204) 934-5850 Fax {204) 934-5820
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MEMORANDUM
TO: ALI, MINERAL CWNERS SW 13-10-29 WPM and NW 12-10-29 WPM
RE: NORTH EBOR UNIT NO. 2
DATE:: JULY 11, 1991

Effective July 1, 1990, we created North Ebor Unit No. 1 by unitizing
seven oil wells immediately north of your mineral holdings in
Township 10, Range 29 West of the Prime Meridian. One well was
converted to water injection and the waterflood was initiated. We
did so. because the pressure in the oil reservoir had declined to
about 55% of its original level, and oll production was declining at
a rate averaging approximately 40% per year.

Looking back, one year later, we are very pleased with the results of
North Ebor Unit No. 1. We have been able to increase average
reservoir pressure by about 20% through water injection. As a
result, oil production is now declining at an annual rate of less
than 10%. By extending the life of this reservoir, we estimate the
total recoverable oil from the seven wells has doubled.

We are faced with the same problem as mentioned above in the oil
wells on your lands south of North Ebor Unit No. 1. Drillstem tests
on the three wells which we drilled this year indicate, again, that
the reservoir is depleting very rapidly and pressures are as little
as 50% of original. Therefore, there is some real urgency to
repressure the reservoir through water injection. We propose to do
so by unitizing the nine wells in question and converting 8-14-10-29
WPM to water injection, effective September 1, 1991. (Please see the
attached land plat.)

In waterflood units, total production is allocated to individual
wells on a predetermined basis. We will establish these percentage
values on the basis of oil production from each well during the 90
day production period immediately preceding September 1, 1991. These
final calculations will be available prior to the middle of
September. In the meantime, for your information, we have calculated
preliminary Tract Participations for each well using oil production
to the end of June, 1991. (Please see the attached sheet and
preliminary Exhibit "A".)

1313-One Lombard Place, Winnipeg, Manitoba, Canada R3B 0X3 Telephone: (204) 934-6850 Fax {204} 934-5820
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The attached Unit Agreement is identical with the one executed for
North Ebor Unit No. 1, with one exception. Because we hope to drill
more wells on your lands in the future, we want to make provision for
a potential enlargement, using the same formula for establishing
Tract Participation; that is, the 90 day production period prior to
inclusion in the Unit Area.

If you have any further questions, please call. Otherwise, please
withdraw the objection which you sent via your lawyer to the Manitocba

Department of Energy and Mines on June 24, 1991, so that the
Petroleum Branch may continue to process our waterflood application.

We look forward to receiving back your execution pages, signed and
witnessed.

Sincerely,

TUNDRA OIL AND GAS LTD.

Robert G. Puchniak
President

RGP/ck

Attachment

¢:  Rene McNeill

P.S. You should know:

a) that all working interest owners have agreed to proceed;

b} that the Petroleum Branch supports this project (see the
attached letter); and

c) that Doreen Perron and Mervin Roach were in our offices today

and, after an explanation of why we are unitizing and
waterflooding, signed the Unit Agreement.
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June 27, 1991

Bob Dubreuil John Fox

Director Chief Petroleum Engineer
Petroleum Branch

RE: North Ebor Unit No, 2
_ Unit Agreement

I have limited my review of the subject unit agreement to Article VI -
Tract Participation and Article IX - Enlargement of Unit Area. I have
asked Dan to complete the review by comparing the unit agreement to the
agreements for North Ebor Unit No. 1 and Waskada Unit No. 17. Dan will
also check to ensure that Tundra used the correct production data.

Article VI - Tract Participation
Tundra proposed an interim and final tract participation as follows:

(a) Interim tract participation - average daily production for the 90 days
preceeding June 1, 1991. This formula maintains the Crown's cashflow
but favours the newly drilled wells.

(b) Final tract participation -~ average daily production for the 270 days
preceeding February 1, 1992. The Crown wells, 15-11 and 16-11, are
outside the 7-spot injection pattern, furthest from the injection at
8-14-10-29. The production at the Crown wells is least 1likely to
increase as a result of the waterflood, therefore the Crown's final
tract participation is 1likely to be 1less than the interim tract
participation. This could be considered equitable because 15-11 and

16-11 will probably not contribute significantly to the waterflood
performance.

Article IX - Enlargement of Unit Area

The clauses in this section are confusing and in some reapects
contradictory. Development opportunities exist south of the proposed North
Ebor Unit No. 2 in the NE/4 of Section 11 (Crown) and the NW/4 of Section
12, both under lease to Tundra. If the pool extends for any distance in
this direction, a second injector in the unit may be required.

Clause 901 - Appears to apply only if an application for unit enlargement
is made within 90 days of a new well going on production.
What happens if a working interest owner of adjoining lands
applies after 90 days?




Clause 902 - The first paragraph of Clause 902 and Clause 901 appear to
give the working interest owners in the unit the right to
determine the tract participation formula for new tracts
added to the unit. However, 902(c) and (d) appear to
dictate the tract participation formula for unit enlargement
and are unclear to me.

The following is my interpretation of Clause 902(c):

The interim Tract Participation in the enlarged unit shall be based on the
average daily oil production rate for the 90 days immediately preceeding
the effective date of enlargement.

The interim Tract Participation of the original unit area in the enlarged
unit area is equal to the average daily oil production rate for the
original unit area for the 90 days immediately preceeding the effective
date of enlargement divided by the sum of the average daily oll production
from the original unit area and all new Tracts to be included in the
enlarged unit area, for the 90 days immediately preceeding the effective
date of unit enlargement.

Conversely, the interim Tract Participation of each new Tract to be
included in the enlarged unit area is equal to the average daily oil
production rate for that new Tract for the 90 days immediately preceeding
the effective day of enlargement divided by the sum of the average daily
0il production from the original unit area and all new Tracts to be
included in the enlarged unit area, for the 90 days immediately preceeding
the effective date of unit enlargement,

I am not sure of the purpose of the term "adjusted for mechanical
difficulties” but because it is very vague, it should be defined in the
argeement or deleted.

Clause 902(d) deals with final Tract Participation and would be identical
to my revised wording for Clause 902(c) by substituting "final" for
"interim" and "270 days" for "90 days".

Use of current productivity for tract participation for unit enlargement
may work for or against the Crown. On the one hand, if a new well is
drilled on Crown land at 9-11 for example, use of current productivity will
maximize the Crown's participation. The downside 18 unit expansion will
probably occur in the NW/4 of Section 12,

AL SIGNED BY
JOHN N. FOX

John Fox
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Clause 901 - Appears to apply only if an application for umit enl:rg:r;ent
is made within 90 days of a new well going on produc 03.
What happens if a working interest owmer of adjoining lands

applies after 90 days?

Clause 902 - The first paragraph of Clause 902 and Clause 901 appear to
give the working interest owners in the unit the right to
determine the tract participation formula for new tracts
added to the unit. However, 902(c) and (d) appear to

dictate the tract participation formula for unit enlargement
and are unclear to me,.

The following is my interpretation of Clause 902(c):

The interim Tract Participation in the enlarged unit shall be based on the

average daily oil production rate for the 90 days immediately preceeding
the effective date of enlargement.

The interim Tract Participation of the original unit area in the enlarged
unit area is equal to the average daily oil production rate for the
original umit area for the 90 days immediately preceeding the effective
date of enlargement divided by the sum of the average daily oil production
from the original unit area and all new Tracts to be included in the

enlarged unit area, for the 90 days immediately preceeding the effective
date of unit enlargement.

Conversely, the interim Tract Participation of each new Tract to be
included in the enlarged unit area is equal to the average dally oil
production rate for that mew Tract for the 90 days immediately preceeding
the effective day of enlargement divided by the sum of the average daily
oil production from the original unit area and all new Tracts to be

included in the enlarged unit area, for the 90 days immediately preceeding
the effective date of unit enlargement,

I am not sure of the purpose of the term "adjusted for mechanical
difficulties” but because it is very vague, it should be defined in the
argeement or deleted.

Clause 902(d) deals with final Tract Participation and would be identical

to my revised wording for Clause 902(c) by substituting *"final" for
"interim" and "270 days" for "90 days".
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ARTICLE IX
ENLARGEMENT OF UNIT AREA

901. Enlergement

If an owner of a Working Interest on lands
adjoining the Unit Area, makes application to enlarge the
Unit Area to inelude sucﬁ adjeining landa which are, or
appear to be potentially productive of Petroleum Subsatances
from the Unitized Zone, the Working Interest Owners may
approve the enlargement of the Unit Area to include guch
adjoining lands on such terms and conditions as the Working
Interest Owners may oconsider appropriate. If suoch
adjoining lands qualify for inelusion in the Unit Area
under e¢lause 502, the Unit Area shall be enlarged to
include such adjoining lands. Notwithstanding that any
owner of a Working Interest or a Royalty Interest in such
adjoining lands is already a Party, such owner shall not,
for the purposes of the qualification of such =adjoining
lands under clause 502, be considered to have exeouted and
delivered this agreement until it executea and delivers to
the Unit Operator an additional counterpart of this
sgreement incorporating exhibits which reflect the proposed
enlargement and which are stated to be effective as of the

Effective Date of such enlargement,

ac2. Adjustment of Tract Participation

The Traect Partiecipation of each Traet added
pursuant to e¢lause ¢01 shall be determined by the Working

Interest Owners in accordance with the following:

= 1T =
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The interim Tract Participation in the enlarged
unit shall be based on the average daily oil
production rate during the g0 producing days
immediately preceeding the Effective Date of the
enlargement, The interim Tract Participatiom of
the original unit area in the enlarged unit area
iy equal to the average dally o1l production rate
for the original unit area for the 90 producing
days immediately preceeding the Effective Date of
enlargement divided by the sum of the average
daily oil production from the original unit area
and all new Tracts to be included in the enlarged
unit erea, for the 90 producing days inmediately
preceeding the Effective Date of Unit Enlargement.

Conversely, the interim Tract Participation of
each new Tract to be included in the enlarged unit
area is equal to the average dally oil production
rate for that new Tract for the 90 producing days
{mmediately preceeding the Effective Date of
enlargement divided by the sasum of the average
daily oi) produetion from the original unit area
and all new Tracts to be included in the enlarged
unit area, for the 90 producing days immediately
preceeding the Effective Date of unit enlargement.

The revised interim Traect Participation shall be
effective for the peried conmencing on the
Efféotive Date of the enlargement and continuing
for a period of 180 days and thereafter, the

revised final Tract Participation ghall be

effective.
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(a) The final Tract Participation in the enlarged unit
ghall be based on the average dally oll production
rate during the 270 producing days immediately
preceeding the Effective Date of the enlargement,
The injection wells shall retain their revised
interim Tract Participations end the remaining
interest shall be apportioned among the remaining
Tracts, .The final Tract Participation of the
original unit area in the enlarged unit area is
equal to the average daily oil preoduction rate for
the original unit area for the 270 producing days
immediately preceeding the Effective Date of
enlargepent divided by the =sum of the average
daily oil production from the original unit area
and all new Tracts to be included in the enlarged
unit area, for the 270 producing days immediately
preceeding the Effective Date of Unit Enlargement.
Conversely, the final Tract Participation of each
new Traect to be included in the enlarged unit area
is equal to the average dally olil production rate
for that new Tract for the 270 producing days
immediately preceeding the Effective Date of
enlargement divided bdy the sum of the average
daily o1l production from the original wunit area
and all new Tracts to be included in the enlarged
unit area, for the 270 producing days immediately

preceeding the Effective Date of unit enlargement,

- 17C =
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‘The Tract Partioipations shall then be adjusted in order
that:

(a) the ratios of the Tract Participations of Tracts
shown on Exhibit m®A" immediately prior to the
enlargement remain the same to each other; and

(b) the total of the Tract Partieipations for all
rraats of the enlarged Unit Area and Unitized Zone

is one hundred percent (100%).
903,
Unit Operator shall revise Exhibits “A" and "B" as

required by the enlargement,

9034, Effective Time of Enlargement

An enlargement pursuant to olause $01 and an
adjustment of Tract Participations under this Artiocle shall
become effective at 8:00 a.m, on the first day of the firat
calendar month following approval of admission under clause
901, Tract gqualification under glause 502 and approval of

the Conaservation Board,

g05. No Retroactive Adjustment

There shall never be any retromctive adjustment of
the allocation of Unitized Subdstances by reason of an

enlargement under this Article.
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June 25, 1991

Department of Energy and Mines
Petroleum Branch

555 ~ 330 Graham Avenue
Winnipeg, Manitcba

R3B OX3

Attention: L.R. Dubrenil
Director

Dear Sir:

Re: North Ebor Unit No. 2

Please find enclosed Unit and Unit Operating Agreements covering the
proposed unit for review on behalf of the Province.

If they are acceptable, please execute and return the counterpart
execution pages for the Unit Agreement enclosed herewith.

Thank you.

Yours truly,

Cindy V.
Landman

CW/ck

Enclosure

1313-One Lombard Place, Winnipeg, Manitoba, Canada R3B 0X3 Telephone: {204) 934-6850 Fax (204) 834-5820



June 24, 1991

Mr. Dan Barchyn

Tundra 011 and Gas Ltd.
1313 —~ One Lombard Place
Winnipeg, Manitoba

T3B 0X3
Dear Dan:
» o -

In response to your letter dated Jume 18, 1991 the Petroleum Branch has
reviewed Tundra's proposed tract participation formula for the subject
unit. In addition the Branch also reviewed a number of other
participation formulae including initial productivity, hydrocarbon pore
volume as determined by the Branch, original o0il in place as determined by
Tundra and the participation formula used in North Ebor Unit No. 1. The
resulting tract factors are shown in Table 1.

As indicated in Table 1, from the Crown's perspective tract participation
based on current productivity or a combination of current productivity,
initial productivity and reserves does not have a significant impact on
the Crown's share in the umit. The Branch therefore, is not opposed to
use of current productivity as the sole factor in the tract participation
formula.

The Branch does however offer the following comments. Though wuse of
solely current productivity in the participation formula maintains present
cash flow to umnit participants, it favours the tracts with newly drilled
wells. An examination of Table 1 shows the tracts in the SE/4 of Section
14-10-29 (WPM) are significantly affected by exclusion of initial
productivity and/or reserves from the participation formula. Tundra may
have to address this concern in its unit negotiations,

If you have any questions please contact the undersigned or John N. Fox,
Chief Petroleum Engineer at 945-6573 or 945-6574, respectively.

Yours truly,

Shghvi Feeer *
| W N DR IRCD

L.R, Dubreuil
Director




COMPARISON OF TRACT FACTORS!

Branch3 Tundra®
Initial Branch's Tundra's North Ebor North Ebor
Well Current Productivity Productivity HCPV2 00IP Unit No. 1 Unit No. 1
15-11 .023 .056 .112 .130 .054 .058
16-11 .104 .075 .043 .062 .080 .084
13-12 .029 .021 .144 .163 049 .053
4-13 .291 .215 .187 .167 <240 2236
5-13 246 256 .064 .103 .214 221
1-14 .118 .123 .086 .139 .114 .124
7-14 .011 .033 011 .037 .020 .025
8-14 .065 .139 .187 .141 .119 .110
Alo-14 .114 .081 . 166 .058 .111 090
Note: (1) All calculations are approximate,

(2) HCPV - Hydrocarbon pore volume calculated in accordance with
the methodology outlined in Petroleum Open File Report POF 9-88
entitled Evaluation of the Daly Field Bakken Formation,
Southwestern Manitoba.

(3) Participation Formula = 40% current production + 40% initial
production + 20X reserves, reserves are based on the Branch's
calculated HCPV.

(4) Participation Formula = 40% current production + 40% initial

production + 20X reserves, reserves are based on Tundra's 00IP
values,
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June 18, 1991

Mr. L.R. Dubreuil
Director, Petroleum Branch
Department of Energy and Mineg
555 - 330 Graham Avenue
Winnipeg, MB

R3C 4A5

Dear Baob:

Re: Proposed North Ebor Unit #2 - Tract Factor Determination

As discussed previously, our proposal to expand pressure maintenance
operations in the Daly Bakken D Pool will require the formation of
North Ebor Unit #2 to include the tracts involved in the expansion of
the enhanced recovery scheme.

We feel that, for the purpose of unitization in this situation, the
most equitable method of tract factor determination is the sole use
of a current productivity factor. Due to the fact that several of
the wells currently have very limited production history, we feel it
is necessary to have both an interim and final tract factor
determination. We, therefore, propose the following:

1) Interim Tract Factors:

- determined on the basis of the average oil production rate in
the last 90 producing days prior to June 1, 1991, or, in the
case of a well which had less than 90 days of production
history, the average oil production rate over that history. The
tract factors determined by this method are as follows:

Well Tract Factor
15-11-10-29 .02260
16-11-10-29 .10408
13-12-10-29 .02914
4-13-10~-29 .29122
5-13-10-29 + 24555
1-14-10-29 .11755
7-14-10-29 .01126
8-14-10-29 . 06480
Al0-14-10-29 .11380

1.00000

These tract factors will apply for the first 180 days of unitization.

1313-One Lombard Place, Winnipeg, Manitoba, Canada R3B 0X3 Telephone: (204) 934-5850 Fax {204) 934-5820



a Mr. L.R. Dubreuil

ollandgasitd. June 18, 1991
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Page 2

Final Tract Factors:

after 180 days of wunitization, tract factors will be
re-calculated on the following basis:

- the injection well (8-14) will retain its interim tract
factor (.06480).

- the remaining tract (.93520) will be proportioned among the
producing wells on the basis of the average oil production
rate in the last 270 days prior to the 180th day of
unitization. Wells which have less than 270 days of
production history will use the average oil rate over their
production history.

Please review this proposed method of tract factor determination and
advise us of your comments. If you are in agreement with this
formula, we will present it to the other royalty owners involved and,
hopefully, move toward the conclusion of a new unit agreement as soon
as possible.

Sincerely,

Dan Barchyn

DB/ck



