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June 28, 1999

Manitoba Energy and Mines
Petroleumn Branch
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Winnipeg, MB R3G OG3

Attention: Mr. J. Fox, P.Eng.
Chief Petroleum Engineer

Dear John,

RE: Cromer Unit No. 1
Progress Report January 1, 1998 - May 31, 1999

Please find attached the referenced document outlining the 1998/1999
production performance of the Cromer Unit No. 1 pressure maintenance
operation.

Should you have any questions, please contact me at 934-5853.

Yours truly,

TUNDRA OIL AND GAS LTD.

. .

George Czyzewski, P.Eng.
General Manager
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INTRODUCTION

Cromer Unit No.l was unitized in June, 1998 for the purposes
of pressure maintenance. Water injection commenced during
December, 1998 through well 11-14-9-28. Table No.2 outlines
the Unit well list. The subject Progress Report covers the
operating period of January 1, 1998 thru to May 31, 19995.

PISCUSSION
1. Production Performance

0il production averaged 14.5 m3/day during the month of
January, 1998 and declined to 10.7 m3/day by December 31,
1998. The annual decline in o0il production for the
aforementioned period was 26%. Similarly, oil production
averaged 9.4 m3/day during January, 1999 and increased to
10.1 m3/day by April 30, 1999. Tables No. 4 and 5 summarize
the 1998 and 1999 production statistics, respectively of the
Unit. Attachment No.l outlines the numerical production
history of the Unit.

Unit water-cut at the beginning of 1998 was was 22% and by
year end increased to 34%. Average monthly water-cut in the
Unit during 1998 was 21%. Similarly, water-cut averaged 38%
during January, 1999 and declined to 23% by April, 1999.
Attachments No.3 and No.4 summarize the 1998 and 1999
production data, respectively of the individual wells in the
Unit. Figure No.2 outlines the historical production of the
Unit.

Remaining recoverable oil reserves of 17,092 m3 (107.5 M
STB) are estimated from the Unit at 99.04.30. This will
represent an ultimate oil recovery of 44,147 m3 or 25.3% of
the total oil-in-place. Since waterflood operations only
commenced in late December, 1998, it is expected that after
more water injection and additional water injectors, that
there will be further improvement in ultimate oil recovery.
Figure No.2 outlines the ultimate o0il recovery forecasted
from the Unit at 99.04.30.

2. Reserves

The total oil-in-place in the Unit in the Bakken formation
is estimated at 174,274 m3 (1.1 MM STB). The oil-in-place
estimates of the individual wells are outlined in Table
No.3.
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3. Recovery Profiles

Current oil recovery to 99.04.30 is estimated at 15.5% of
the oil-in-place. Ultimate o0il recovery in the Unit at
99.04.30 is estimated at 25.3% of the oil-in- place Since it
is early in the life of the waterflood operation, it is
expected that a higher ultimate oil recovery will be
achieved as the waterflood scheme matures. Table No.é6
outlines the current and ultimate o0il recoveries of the
individual wells in the Unit. Attachment No.2 outlines the
individual well ultimate oil recovery prediction plots.

4, Injector Performance

Figure No.3 outlines the wellhead 1nject10n. pressures Vs
cumulative injection wvolume for 1nject10n well 11-14-9-28.

From the beglnnlng of injection, wellhead injection
pressures will continue to increase over the cumulative
injection period. This is a characteristic feature of a
Bakken waterflood. This performance is attributable to low
matrix permeabllltles asgociated with the Bakken formation.

As a result, high injection pressures will result due to the
low mob111ty ratio of the Bakken formation. This phenomenon
was identified from relative permeability testing.
Therefore, during a pressure maintenance operation in the
Bakken formation, as reservoir fillup is approached, it will
become progressively more difficult to maintain injectivity.
Further well stimulation or refracturing (based on actual
programs) will not correct this condition over the 1long
term.

A Hall Plot was also prepared for injection well 11-14-9-28
to confirm that injectivity cannot be improved with further
remedial programs. Figure No.4 outlines the Hall Plot for
injector 11-14-9-28. Although it is still early in the
injection 1life of 11-14, the initial injection profile is
characteristic of a Bakken waterflood. Basically, there will
be no significant change in the slope of the injection
profile during the majorlty of the injection history. Table
No.11 outlines the injection data that was used to derive
the Hall Plot for injector 11-14-9-28.

In summary, total injection during 1998 was 132 m3.
Cumulative injection to May 31, 1999 was 1,881 wm3. The
average annual daily injection rate during the first 5
months of 1999 was 12 m3/day. Tables No.7 and No.8 summarize
the injection data for 1998 and 1999, respectively.
Attachments No. 5 and No.6 outline the historical injection
plot and injection data, repectively for well 11-14-9-28.
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5. Voidage Replacement

Tables No.9 and No.10 outline the voidage calculations for
the Unit during 1998 and 1999, respectively. Based on the
first 5 months of injection during 1999, a voidage
replacement ratio of 0.86 has been achieved. Injection rates
will be increased during the balance of the year to achieve
a voidage replacement ratio of 1.0 in 1999. Cumulative
voidage replacement ratio of 0.053 has been achieved in the
Unit to 99.05.31.

6. Individual Well Performance

A review of the production performance of each of the
producing wells is presented here-after. The analysis is
referenced to the wells outlined in Attachments No.2, No.3,
and No.4.

a. 16-11-9-28

0il production at the beginning of 1998 was 1.91 m3/day at a
water-cut of 19%. By December 31, 1998 o0il production had
increased to 2.2 m3/day with water-cut decreasing to 15%.
During January, 1999, o0il production averaged 1.92 m3/day at
a water-cut of 18%. By April 30, 1999, oil production had
declined to 1.6 m3/day at a water-cut of 15%. The decline in
0il production is attributable to a lack of pressure
maintenance in this part of the Unit. No corrective work is
scheduled for this well during the balance of 1999.

b. 12-12-9-28

0il production at the beginning of 1998 was 1.93 m3/day at a
water-cut of 16%. By December 31, 1998 oil production had
declined to 1 m3/day with an increase in water-cut to 28%.
During January, 1999 oil production averaged 0.9 m3/day at a
water-cut of 34%. By April 30, 1999, oil production had
declined to 0.78 m3/day with a decrease in water-cut to 14%.
The significant decline in oil production is attributable to
a lack of pressure maintenance in the southern sector of the
Unit, and possible interference from well 16-11-9-28. No
corrective work is planned at 12-12 during the balance of
1999.

¢. 2-14-9-28
0il production at the beginning of 1998 was 2.18 m3/day at a

water-cut of 17%. By December 31, 1998 o0il production was
relatively unchanged at 1.99 m3/day at a water-cut of 14%.
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During January, 1999 o0il production averaged 1.91 m3/day at
a water-cut of 17%. By April 30, 1999, oil production was
relatively unchanged at 1.82 m3/day at a water-cut of 7%.
The strong performance of the 2-14 well is attributable to
drainage over a large area in this sector of the Unit. Well
2-14 is proposed as a future injector in the Unit to provide
pressure maintenance in the southern sector of the Unit.
Conversion to injection operations will occur once the oil
rate has declined at this location. No corrective work is
planned at 2-14 during the balance of 1999.

d. 6-14-9-28

0il production at the beginning of 1998 was 1.37 m3/day at a
water-cut of 49%. By December 31, 1998 o0il production had
declined to 1.08 m3/day with a significant increase in
watercut to 69%. During January, 1999 o0il production
averaged 1 m3/day at a water-cut of 74%. By April 30, 1999,
0il production was unchanged at 1 m3/day, however, water-cut
had decreased to 54%. The 6-14 well is commingled with
Lodgepole production and may be receiving some flood support
from the Lodgepcle, since total fluid production has not
changed dramatically over the last 1.5 years. Alternatively,
well 6-14 may already be receiving some waterflood support
from injector 11-14 due to a flattening in o©il production
and a decrease in water-cut. No corrective work is planned
at 6-14 during the balance of 1839.

e. 10-14-9-28

0il production at the beginning of 1998 was 1.17 m3/day at a
water-cut of 20%. By December 31, 1998 o¢il production
declined to 0.71 m3/day with water-cut increasing to 31%.
During January, 1999 oil production averaged 0.7 m3/day at a
water-cut of 30%. By April 30, 1999, oil production remained
unchanged with water-cut decreasing to 17%. The flattening
in o0il production and decrease in water-cut is attributable
to waterflood support from injector 11-14. No corrective
work is planned at 10-14 during the balance of 1399.

£f. 11-14-9-28

0il production at the beginning of 1998 was 1.28 m3/day at a
water-cut of 14%. By December 31, 1998 o0il production
remained unchanged at 1.29 m3/day at a water-cut of 15%. The
11-14-9-28 well was converted to injection service during
December, 1998. The 11-14 well was 8selected as an injector,
since it was best suited to provide pressure maintenance
operations in the central area of the Unit. The injection
rate at 11-14 will be increased to 15 m3/day during the
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balance of 1999. No other work is planned at 11-14 during
the balance of 1999.

g. 13-14-9-28

0il production at the beginning of 1998 was 0.46 m3/day at a
water-cut of 38%. By December 31, 1998 oil production was
unchanged at 0.44 m3/day with a decrease in water-cut to
25%. The 13-14 well was periodically operated during the
first quarter of 1999 due to low oil prices and marginal
economics. The 13-14 well was returned to full time
production in mid-April, 1999, as a result of oil prices
beginning their recovery in April, 1999. The 13-14 well has
always been a marginal Bakken producer, and no corrective
work is planned at this location during the balance of 1999.

h., 14-14-9-28

0il production at the beginning of 1998 was 1.71 m3/day at a
water-cut of 10%. By December 31, 1998 oil production had
declined to 1.23 m3/day at a water-cut of 17%. During
January, 1999 oil production averaged 1.2 m3/day at a water-
cut of 17%. By April 30, 1999, oil production had increased
to 1.66 m3/day with a decrease in water-cut to 6%. The
increase in o0il production is directly attributable to
waterflood support from injector 11-14. This conclusion is
supported by both an increase in oil rate and a decrease in
water-cut. Further increases in o0il production should occur
at 14-14 with more water injection at 11-14. The Lodgepole
formation is proposed for hydraulic fracture stimulation at
14-14 during 1999 to further improve oil productivity from
this well.

i. 2-23-9-28

0il production at the beginning of 1998 was 0.31 m3/day at a
water-cut of 25%. By December 31, 1998 oil production had
declined to 0.2 m3/day at a water-cut of 20%. During the
first quarter of 1999, the 2-23 well was operated
periodically, since with low oil prices the economics of
continuously producing 2-23 were marginal. The 2-23 well was
returned to full time production in mid-April, 1993, as a
result of oil prices beginning their recovery in April,
1999. The 2-23 Bakken well has always been a marginal oil
producer (edge well in Bakken "I" Pool) and no corrective
work is planned during the balance of 1999.
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j. 4-23-9-28

0il production at the beginning of 1998 was 0.57 m3/day at a
water-cut of 0%. By December 31, 1998 oil production had
declined to 0.21 m3/day at a water-cut of 0%. During
January, 1999, oil production averaged 0.39 m3/day at a
water-cut of 0%. The 4-23 well has always been a marginal
producer, and this is attributed to the well being on the
edge of the pool. No corrective work is planned at 4-23
during the balance of 1999.

k. 6-23-9-28

0il production at the beginning of 1998 was 1.72 m3/day at a
water-cut of 19%. By December 31, 1998 oil production had
declined to 1.13 m3/day with water-cut increasing to 45%.
During January, 1999, oil production averaged 1.08 m3/day at
a water-cut of 47%. By April 30, 1999, o0il production had
increased to 1.29 m3/day with a decrease in water-cut to
18%. The increase in o0il production is attributable to
testing procedures. The 6-23 Bakken production is commingled
with the Lodgepole production and may be receiving some
pressure support from this formation. This observation is
based on a fairly flat total fluid production profile during
the last 1.5 years at 6-23. A hydraulic fracture stimulation
of the Lodgepole formation is planned for the 6-23 well, in
order to improve oil production at this location. The 6-23
well is the best Bakken producer in the northern sector of
the Unit.

7. Pressure Surveys

Since the Bakken reservoir has low reservoir permeability,
extended shut-in periods are required to reach the radial
flow period, in order to make reliable pressure and
formation parameter assessments. As a result, no pressure
surveys were conducted during 1998. The Manitoba EMR has
waived the requirement of conducting annual pressure surveys
in recognition of this reservoir condition. However, Tundra
will consider running pressure recorder devices in new wells
where this information will be beneficial in reservoir
management . Currently, running pressure buildup tests in
mature Bakken wells is not economic.
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8. Summary

Pressure maintenance operations were recently installed in
Cromer Unit No.1l, and predictions of ultimate oil recovery
with waterflooding would be under stated at this time.
Improved oil recovery has been noted at 6-14, 10-14, and 14-
14 after water injection commenced through 11-14 in late
December, 1998, However, higher oil rates and lower water-
cuts are expected in these two locations as cumulative water
injection increases. With current drilling and equipping
costs, further development on 16 hectare gpacing
(recognizing full cycle development) of this resource would
not be economic.

CONCLUSIONS

The following conclusions are offered by Tundra 0il and Gas
Ltd. in our efforts to maximize oil recovery from the Cromer
Unit No.1l:

1. Tundra will continue to monitor production and carry out
the required remedial work to achieve the recovery
predictions outlined in this Progress Report.

2. Tundra will consider installing a second injector in the
southern sector of the Unit at 2-14-9-28, once oil
production declines at this location.

3., Two workovers will be attempted during 1999 in the Unit
at 14-14 and 6-23-9-28 to improve oil productivity from this
entity. Specifically, the Lodgepole formation in 14-14 and
6-23 will be hydraulically fracture stimulated.

4. Water injection at 11-14 will be increase to provide an
annual voidage replacement ratio of 1.0 in the Unit.

5. As previously stated, conventional pressure buildup tests
have been discontinued in the Unit, since extended shut-in
times are required to obtain reliable estimates of formation
parameters. The extended shut-in times would result in too
much postponed production, which would negatively impact on
the economic performance of the Unit. As an alternative, if
a new well is drilled in the future adjacent to the Unit, a
DST will be run to obtain the average reservoir pressure in
the area.



Table

Table
Table
Table
Table
Table
Table
Table
Table
Table

Ro.l:
No.2:
¥o.3:
Mo.4:
No.5:
No.6:
No.7:
No.8:
No.9:
No.10:

No.11:

Bakken "I" Pool Fluid parameters

Unit Wells

Bakken "I" Pool Cil-In-PLace Estimates
1998 Unit Production Data

1999 Unit Production Data To 99.04.30
Unit Recovery Profiles

1998 Water Injection Summary

19959 Water Injection Summary To 99.05.31
1998 Voidage Replacement Calculatioms
1999 Voidage Replacemant Calculations

Well 11-14-9-38 Injection History




-9 -

TABLE NO.1
BAKKEN ’I’ POOL FLUID PARAMETERS

BAKKEN 'I’ POOL

Reservoir Temperature
Bubble Point Pressure
Qil API

Boi

Solution GOR

QOil Compressibility @ Pi
Water Compressibility
Rock Compressibility

Water Salinity

31 deg. C
2,101 kPag

41 deg. API
1.063 Rm3/m3
27 m3/m3

1.15 E-6 (1/kPa)
4.5 E-7 (1/kPa)
5.8 e-7 (1/kPa)

90,000 ppm
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TABLE NO.2
CROMER UNIT NO.1

TOTAL UNIT WELLS WELL STATUS

16-11-9-28 W1M
12-12-9-28 W.1 M
2-14-9-28 W1M
6-14-9-28 W1M
10-14-9-28 W1M
11-14-9-28 W1M
13-14-9-28 W1M
14-14-9-28W1M
2-23-9-29 W1M
4-23-9-28 W1M

6-23-9-28 W1M

OIiL WELL

OIL WELL

OIL WELL

OIL WELL

OIL WELL

INJECTOR

OIL WELL

OIL WELL

OIL WELL

OIL WELL

OIL WELL
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ATTACHMENT NO.1

CROMER UNIT NO.1 HISTORICAL PRODUCTION




Production Report

Group crul bakw Date 6/16/99 2:36:43 pm
Well CRBAKW User GEORGE
000000036

Hist.Data 07/92-04/99 On Prod 02/09
Operator Status oil
Field Zone

Production Data from July, 1992 to April, 1999

Year Avg Daily Oil Monthly Oil Cum Qil Water Cut Monthly Water Cum Water
m3/d m3 m3 % m3 m3

Jul., 1992 484 242 242 37.1326 143 14.3
Aug., 1992 2.64516 82 106.2 42.526 60.7 75
Sep., 1992 1.93 51.9 164.1 39677 38.1 113.1
Oct., 1992 0.203333 6.1 170.2 31.4512 28 1159
Nov., 1992 1.47 441 2143 41.0321 30.7 146.6
Dec., 1992 1.49655 43.4 2577 34.1327 225 169.1
Jan., 1993 1.30714 183 276 38.7855 11.6 180.7
Feb., 1993 1.705 341 310l 393133 221 202.8
Mar., 1993 5.60468 119.8 4299 20.2326 304 233.2
Apr., 1993 467916 1394 569.3 17.1655 289 262.1
May., 1993 450578 136.3 705.6 15.9102 258 2879
Jun,, 1993 4.17094 122 8276 16.8309 247 3126
Jul, 1993 417778 122.2 9498 18.035! 26.9 3395
Aug., 1993 3.52903 109.4 10592  25.4685 374 376.9
Sep., 1993 3.67333 110.2 1169.4 14.6343 18.9 3958
Oct., 1993 5.69226 137.8 1307.2  29.8635 58.7 4545
Nov., 1993 8.59208 2259 1533.1 11.3378 289 483.4
Dec., 1993 12.5992 380.6 1913.7 13.1595 57.9 541.1
Jan., 1994 11.4374 3212 22349  9.38976 333 5744
Feb., 1994 5.98784 260.1 2495 9.49517 273 601.7
Mar., 1994 9.28439 267.7 27627 13.2764 4] 6427
Apr., 1994 10.3874 2757 30384 14.4531 46.6 689.3
May., 1994 12.7238 334 33724 23.1752 100.8 790.1
Jun., 1994 19.8496 550 39224 13.8823 88.7 878.8
Jul, 1994 16.7902 515.6 4438 10.9302 63.3 942.1
Aug., 1994 15.5951 480.2 49182  9.37539 49.7 991.8
Sep., 1994 14.4567 4337 53519 10.0727 48.6 1040.4
Oct,, 1994 14.4 4272 5779.1 10.4174 497 1090.1
Nov., 1994 14.9833 426.4 6205.5  7.60254 351 11252
Dec., 1994 13.2193 3773 6582.83 10.184 42.8 1168
Jan., 1995 15.5961 396.4 6979.2 10.2924 45.5 1213.5
Feb., 1995 13.6954 3829 7362.1 7.26271 30 12435
Mar., 1995 12.9721 387 7749.1 10.6606 46.2 1289.7
Apr., 1995 12.2991 333.1 8082.2 7.57183 273 1317
May., 1995 11.9594 353.8 8436 11.6559 46.7 1363.7
Jun, 1995 14.8444 400.8 88368 202476 101.8 1465.5
Jul,, 1995 13.842 411.8 9248.6 13.2637 63 1528.5
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Production Report

Group crulbakw Date 6/16/99 2:36:46 pm
Well CRBAKW User GEORGE
000000036
Production Data from July, 1992 to April, 1999 (cont.)
Year AvgDaily Oil Monthly Oil Cum Oil Water Cut Monthly Water Cum Water
m3/d m3 m3 % m3 m3
Aug., 1995 13.5338 3953 96439  13.6471 62.5 1591
Sep., 1995 12.0633 361.9 100058 149615 63.7 1654.7
Oct., 1995 11.5636 3445 10350.3 14.17 56.9 1711.6
Nov., 1995 13.1495 364.9 10715.2  22.4365 105.6 1817.2
Dec., 1995 15.6252 464.2 111794  14.585] 79.3 1896.5
Jan., 1996 13.2626 360.3 11539.7  19.9085 89.6 1986.1
Feb., 1996 14.004 3536 11893.3  20.6035 91.8 20779
Mar., 1996 11.8143 343.6 122369  21.6881] 95.2 2173.1
Apr., 1996 11.6077 3284 125653  21.3339 80.1 2262.2
May., 1996 11.261 326.1 128914  20.5724 84.5 2346.7
Jun, 1996 13.7774 396.1 132875  24.4867 1285 24752
Jul, 1996 18.8931 584.9 138724  18.8923 136.3 2611.5
Aug., 199 17.3637 489.8 143622 225046 142.3 27538
Sep., 1996 15721 467.7 148299 323743 224 29778
Oct., 1996 16.155 4934 153233 21.137 132.3 31101
Nov., 1996 16.2897 4724 1579577  20.2764 120.2 3230.3
Dec., 1996 14.8548 460.5 16256.2  23.9893 1454 3375.7
Jan., 1997 14.929 462.8 16719 17.7473 99.9 34756
Feb,, 1997 13.4706 360.9 170799  26.0214 127 3602.6
Mar., 1997 13.1052 4008 174807  21.3735 109 3711.6
Apr., 1997 12.5467 376.4 17857.1 21.6738 104.2 38158
May., 1997 12.1929 360.2 182173 250126 120.2 3936
Jun., 1997 15.6053 440.2 186575 23.0342 131.8 4067.8
Jul,, 1997 14.2884 435.2 190927  26.2288 154.8 42226
Aug., 1997 148932 407.7 19500.4  33.7083 2074 4430
Sep., 1997 17.7444 4998 200002  27.5984 190.6 4620.6
Oct,, 1997 16.4557 497.1 204973  25.8197 173.1 4793.7
Nov., 1997 14.6828 4258 20923.1 24321 136.9 4930.6
Dec., 1997 14.9613 463.8 213869 14.831 80.8 50114
Jan., 1998 14.5488 440.1 21827  21.5573 121 51324
Feb., 1998 14.5815 393.7 222207  16.4059 77.3 5209.7
Mar., 1998 13.8677 4299 226506  14.696% 74.1 52838
Apr., 1998 13.4533 403.6 230542 17.6766 86.7 5370.5
May., 1998 12.98 3894 234436 19.0705 91.8 5462.3
Jun., 1998 12.2574 366.7 238103  22.1037 104.1 55664
Jul, 1998 12.4531 3793 241896 202913 96.6 5663
Aug., 1998 12.5925 376.2 245658  20.5251 97.2 5760.2
Sep., 1998 12.2333 367 249328 18.5464 836 5843.8
Oct., 1998 11.6567 356.5 252893  20.8409 93.9 5937.7
Nov., 1998 11.8638 3223 256116 24441 104.3 6042
Dec., 1998 10.6682 3156 259272 33.4641 1588 6200.8
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Production Report

Group : crulbakw Date 1 6/16/99 2:36:48 pm
Well : CRBAKW User : GEORGE
000000036

Production Data from July, 1992 to April, 1999 (cont.)

Year AvgDaily Oil Monthly Oil Cum Oil Water Cut Monthly Water Cum Water

m3/d m3 m3 % m3 m3
Jan., 1999 939344 286.5 2621377  38.0571 176.1 6376.9
Feb., 1999 10.3531 2722 264859 296185 114.6 6491.5
Mar., 1999 9.70909 2937 26779.6 239827 92.7 6584.2
Apr., 1999 10.0947 275.5 27055.1  22.6047 80.5 6664.7
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ATTACHMENT NO.2

INDIVIDUAL WELL ULTIMATE RECOVERY PREDICTIONS
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ATTACHMENT NO.4

1999 INDIVIDUAL WELL PRODUCTION DATA
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ATTACHMENT NO.5

INJECTION PERFORMANCE PLOT WELL 11-14-9-28
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ATTACHMENT NO.6

- HISTORICAL INJECTION DATA FOR WELL 11-14-9-28




Production Report

Group : crulbakw Date : June 16, 1999 4:23:53 pm
Well . Cromer Unit No. 1 Prov. WIW 11-14-9-28W1 User :  GEORGE
: 00/11-14-009-28W1/0
HistData :@ 10/93-05/99 OnProd : 02/09
Operator  : Status : Unknown
Field 1 Zone ¢ 601

Production Data from December, 1998 to May, 1999

Year Cal Day Water Inj Month Water Inj Cum Water Inj

m3/d m3 m3
Dec., 1998 425484 131.9 131.9
Jan., 1999 134 4154 547.3
Feb., 1999 13.1464 368.1 915.4
Mar., 1999 11.6516 361.2 1276.6
Apr., 1999 7.54333 2263 1502.9
May., 1959 12.2032 3783 1881.2

Page: 1o0of1




October 30, 1998

Mr. Brad Thiessen

Tundra Qil and Gas Ltd.
1111 - One Lombard Place
Winnipeg MB R3B 0X4

Dear Brad:

Re: Cromer Unit No. 1
Unit Agreement

The Branch is in receipt of a copy of the signed execution pages for each owner in
Cromer Unit No. 1 and has registered the unit agreement. The effective date for Cromer
Unit No. 1 is November 1, 1998.

Water injection into the unit may commence on November 1, 1998 in accordance with
the conditions of Waterflood Order No. 6.

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

Yours truly,

=

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

cc¢: Administration
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UNIT AGREEMENT

CROMER UNIT NO. 1

WHEREAS the Parties own Royalty Interests and Working Interests, or sither 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 harsin contained, the Parties agres as follows:

ARTICLE I: DEFINITIONS

101. Dafinitions
In this agresment:
{(a)  "Effeotive Date” mesns the time and date refarred to in Articls Xiv;
b)  “Leagpe" means an instrument granting a Working Infwnt in any lands in the Unit Area;

(o)  "Outside Substanoss™ means any substances initially obtsined from any source other than the Unitized
Zone or any Unitized Substanoes with respect to which royaity has been paid;

{d} “Party” means a person who is bound by this Agreement;

(o) "Petroloum Branoh™ means the Department of Energy and Mines, Petrolsum Branch established under
The Ol and Gas Act;

" "Esmcleum Substances™ means petroleum, natural gas and related hydrocarbons (except coal) and all
substances whether gasecus, liquid or solid, which are produced in association therewith, or any of

them;
{9 “Revalty interest” means
i) an ownerehip, fee simple, or similar estate in Petroleum Substances in the Unitized Zone, or
i) a sight to a share of Pstroleum Substances produced from the Unitized Zone, 1o a share of the

procesds from the sale of such Petroleum Substances, or to & paymant bassd on the quantity or
value of such Pstroleum Substances, but does net include a Working interest, the interest of a
purchasar or such Petroleum Substanoces after production, or a mortgage, charge or like interest
granted as security in a financial transaotion;

(M "Rovalty Owner™ means a Party owning a Royalty Interast in or in respect of Unitized Substances;

it “Soacing Unit™ means tha area allocated to & well by the Petroleurn Branch with respect to the Unitized
Zone for the purposs of drilling for or producing Petroleum Substances;

i  "Immot” means a parce! of 1and described and given a Tract number in Exhibit A" and shown outlined on

Exhibit "B~;
(k) "Trpet Participation” means the Panicipation percentage aliocated to a Tract pursuant to Article VI and

set forth in Exhibit "A";
] "\nit Area™ means the lands described in Exhibit "A" and shown outlined on Exhibit "8*'

{m}  "Unit Operations”™ means any operations or activitios undertaken in connection with the Unitized Zone,
the production or handling of Unitized Substances or the installation, oparation, maintenance or removal
of squipment or facilities, insofar as such operations or activities have besn authorized or provided for
under this agresmant or the Unit Oparating Agrasment

{n}  "Unit Operator” means the person who is so designated under the Unit Operating Agresment;
(o) “Unit Operating Agreemant”™ means the agresment entitled "Unit Operating Agreement - Cromer Unit No.

1" entered into by the Working interest Owners;

(P} "Unitized Zone™ means the Bakken Formation of the Mississippian Age underlying the lanis within the
Unit Area as same is shown on the compansated neutron litho-density log of the Tundra Daly
11-14-9-28 WPM well in 11-14-9-28 WPM., in the Province of Manitoba betwaean the intervais of 836.0

Unit Agreement: Cromer Unit No. 1 Page 3




Metres and 843.0 metres as measured from the keily bushing at 11-14-8-28 WPM and shown on Exhibit
“c-:

(@) “"Unitized Substances” means Petroleum Substances in or obtained from the Unitized Zone;

(rt  "Working interest” means any intsreet 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 is associated a responsibility to bear all or a portion of the costs of recovering suoh Patroleum
Substances;

(s) "m_imm!_Q\!ng_r" Mmeans a party owning a Working Intsrest in or in respsct of Unitized

Substancas;

(  "Minister™ means the member of the Executive Council charged by the Lieutenant Governor in Council
with the administration of The Oil and Gas Act of Manitoba.

ARTICLE II; EXHIBITS
201, Exhibits

The following exhibits are sttached to and incorporated in this agresmaent:

(a)  Exhibit "A* which numbers and describes each Tract and sets forth its Tract Participation, the names of
the Werking intersst Owners and their respective sheras of the Working Interest, together with the
of the Royaity Owners and their respective shares of the Royaity interest;

(b}  Exhibit "B which is a plan of the Unit Area identifying the Tracts;

(c)  Exhibit "C~ which is a reproduction of a portion of the compensated neautron lithe-density log referred to
in Subolause 101(p} hereof.

202.  Exhibits Correct

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

203.  Corraction gf Exhibits

It any mistake or mechanical error ocours in an exhibit, Unit Operator may, or upon request of the Working

Interest Owners shall, Prepare a corrected exhibit but the data used in establishing Tract Participation shall not be re-
eveluated.

204, Effsctive Time

Any corrected exhibit prepared on or before the Effective Date or within ninety (90) days thereaftsr shall be
effective on the Effeetive Date. Any corrected exhibit propared after the said ninety (90) days shall be effective at B: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. $Supplving of Exhibits

Each time that an exhibit is revised or corrected pursuant to this agresment, Unit Operator shall supply the
Petrolsum Branch with two copies and shall supply sach Working intersst Owner with the number of copies of the
exhibit it raquests. Esch Working Interest Owner shall supply each of its Royaity Ownars, sxcepting ths Crown, with a
copy thereof.

206. Form of Revised or Corrected Exhibite

Exhibits that are revised or corrected shali show the effective time of the revision or correction and shall be
numbarsd consecutively.

Unit Agreement: Cromer Unit No. 1 Page 4




ARTICLElil:  UNITIZATION AND EFFECT
301.  Unitization

On and after the Effactive Date the interests of each Royalty Owner and of sach Working Interest Owner in the
Unitized Substances and in the Unitized Zone are hereby unitized, in accordance with the provisions of this agresment.

302.  Personal Property Excepted

Al loase and well squipment heretofore or hereafter placed by any of the Working Interest Owners on lands
comprised in the Unit Area shall be deemad conclusively to bs and shall remain personal property belonging to and may
be removed by the Working Interest Owners. The Working intarest Owners' rights and interests therein ara set forth in
the Unit Operating Agresment.

303. Continyation of Leases

All Unit Operastions and all production of Unitized Substances sheli, except for the purpose of calculating
payments to Royalty Owners, be desmed conclusively to be operations upon or production from all of the Unitized Zone
in each Tract. and such operations or preduction shall continue in force and effect each Leass and any other agresment
or Instrument relating to the Unitized Zone or Unitized Substances as if sush operations had been conducted on, or a
woll had been drilled and waa produeing from sach Traot or Spacing Unit, or portion thereof, in the Unit Arsa.

If from time to time during the tarm of this Agresmaent 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) consscutive days or
(b) for any period during which an event of force majeurs contemplated by Clause 1306 is in effect,

then, for the purposes of this Clause 303, Unitized Substanaes shall be desmsd to have besn produced throughout any
such period,

304, Laases Amended

Each Leass and any other agresment or instrument relating to the Unitized Zone or Unitized Substances is
hereby amended only to the extent nscessary to maks it conform to this agresment.

205, Ratification of Lonses

Except for a Lease in respect of which a royalty Cwner is involved in a court action which has been
cormmenced and is pending on the Effsctive Date, sach Royalty Owner hersby ratifiss oach Lease, as amended by this
agresment, to which it is a party, and hersby confirms that no notios of default has baen given and remaine outstanding
with respeot to any such Lease, and that sach Lease is in sffsct as of the Effective Date. The provisions of this Clause
305 do not constitute a waivar, and shall not give rise to an estoppel, of any right to pursue the enforcement of any
outstanding obligetion under any such Lease.

306.  Effect of Unitization on Titles

Nothing in this agreement, nor the Unit Operating Agrasment shall be construsd as a transfer or exchange of
any interest in the Leases, Tracts or Unitized Zons, or in the Unitized Subatances before production thereof.

307.  Name

The name of the Unit hereby constitutad is "Cromer Unit No. 1",

308.  Equipment snd Facilitios

All equipmant and facilities used in connection with the Unit Operations and heretofore or hareafter installed,
affixed or constructed by any of the Working Interest Owners on of in lands within the Unit Area are and shall remain
the personal property of the Working Interest Owners, or such of them as may from time to time have an interest
therein, and, axcapt as otherwise provided in Clause 1503, no interest in any such squipment and faocilities shail vest in
the royaity Owners by virtue of the provisions of this Agresment.

Unit Agreement: Cromer Unit Na. 1 Page 5




ARTICLEIV:  AUTHORITY TO WORKING INTEREST OWNERS
407.  Operations

The Working Interest Owners are heraby 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 cansider appropriate. Without limiting the generality of the
foregoing, the Working Interest Owners shall have the right to inject any substance or combination of substanses into
the Unitized Zone and to convert and use as injsction weils any walls now existing or hereafter drilled into the Unitized
Zone.

402, } on

The Working Interest Owners may 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 agrasrment by the Working Interest Owners may be determined by vote
of the parties to the Unit Operating Agresment as prescribed thersin.

ARTICLE V: INCLUSION AND QUALIFICATION OF TRACTS

501.  Tracts Included on Effective Date

The Tracte inoluded in the Unit Ares as of the Effective Date are those Tracts which are qualified under
Clause 502:

(a}  before the Effective Date: or
(b}  on or within ninety (80) days after the Effective Date.

602.  Qualification of Tracts

A Tract is qualified for inclusion in the Unit Aroa when its title has been approved by the Working Interest
Ownaers under Clause 1102 and when:

(a)  owners of one hundred percent (100%) of the Working Interests thersin have become Parties and parties
to the Unit Operating Agreement and owners of one hundred percent (100%) of the Royalty Interest
therein have bacome Parties: or

{b)  owners of ane hundred percent {160%) of the Working Interests therein have become Parties and parties
to the Unit Operating Agreement and awners of less than one hundred percent {100%) of the Royalty
Interest therein heve become Partiss, and such owners of Working Interests agree, if raquired by the
other Warking Interest Owners, to indemnify the othar Working Interest Ownasrs in a form and manner
satisfactory to them for any loss or damages that may be sufferad by such other Working Interest
Qwners in respect of olaims and demands that, because of the inclusion of the Tract in the Unit Araa,
may be made by those owners of Royaity Interests in the Tract who have not become Parties; or

{c}  owners of the Working Interests therein have agreed with the owners of Working Interests then Parties
and parties to the Operating Agresment as to the basis on which tha Tract shall becoms qualified, where
the Tract cannot be qualified pursuant to Subclause (a) or (b} of this Clause.

503.  Revision of Exhibits

Within one hundred twenty (120) days sfter the Effsctive Date the exhibits shall be revised, if necessary, to
set out only those Tracts included in the Unit Area under this Article. The revised Exhibit "A" shail set forth the Tract
Participation of the Tracts recalculated on the same basis and using the same data as that used in the calculation of
Tract Participation in the original Exhibit "A" and so that thair summation ie one hundred percent (100%). The exhibits
as 50 rovised shall be sffective as of the Effective Date.
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ARTICLE VI: TRACT PARTICIPATION
601.  Tract Participation

Each Tract has the Tract Participation ascribed to it in Exhibit "A”.

ARTICLE vil: ALLOCATION OF UNITIZED SUBSTANCES PRODUCED
701, AfHocation to Traots

Subject to Clauses 801 and 802 the Unitized Substances when produced shall be allocated to the Tracts in
accordance with their Tract Participation, The amount of Unitized Substances allocated to each Tract, and only that
amount, regardiess of whaether it be more or iess than the amount of actual production of Unitized Substances from the
well or wells, if any, on the Tract, shall be desmed conclusively to have besn produced from ths Tract.

702.  Allogation Among Portiss

The Unitized Substances aliocated to a Traot shall be further allacated among the Working Interest Owners
thereof in accordance with their respective perosntage Working Interests in the Traot as set forth in Exhibit A", and the
Working Interest Ownaers of each Traot shall account to the Royaity Owners of such Tract for any royasity payable or
deliverable to such Royalty Owners in respect of the Unitized Substances alicoated to such Tract.

703.  Caleylation of Rovelty

The Working Interast Owners of each Tract shall caloulate royaity on the Unitized Substances allocated to the
Tract at the applicable rate under the Lease, other agresment or instrument relating to the Tract. The Royaity Owners
of each Tract agres to scoept payment of royaity so calculated in setisfasction of the obligation of a Working interest
Owner to make roysity payments on Unitized Substances under the Lesss, agreement or other inatrument covering such
Tract; but a iesses under a Laass shall nat be relieved from making payment of royaity to its lessor if psyment is not
made by the Working Interest Owner as aforessid. In caloulating royaity on residus gas, sulphur and fluid hydrocarbons,
ot any of them, obtsined by processing Unitized Substancss, other than orude ofl, by compression, absorption or other
plant axtraction or stabilization, proper alowances shall be made for costs, expenses and charges, including a
reasonable return on investment, incurred in or attributable to gathering and processing the Unitized Substances.

704, Taking nitized Substances in Kir

The Unitized Substances aliocated to a Tract shall be deliversd in kind at the time and place of production to
the Working Intarest Ownors entitted thereto who may, if there is no interfersnce with Unit Operations by them,
construct, maintain and operate in the Unit Area all nacessary facilities for taking delivery in kind.

705.  Esliure to Take in Kind

To the extent that a Party entitled to take in kind any of the Unitized Substances fails to take or otharwise
dispose of them at the time and place of production, then so long a9 such fallure continues, Unit Operator, as agent and
for the account and at the expense of such Party may sell, stere, injsct or otherwise disposs of them. Where there is a
sale the "nat 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 excesd one (1) year. When Unit Operator has so
contracted, the Party may take its share of the Unitized Substances in kind upon ths expiration of the currant sales
contract. The "net proceeds™ for the purposs of this Clauss shall mean the procesds from the sale of the non-taking
Party's share of production, less ail direct costs of the sale, including processing and shipping costs.

708. Aovaity on Outside Substances

If an Qutside Substance is injected into the Unitized Zone, the first like substance contained in the Unitized
Substances subsequently produced and sold or used other than for operations hereunder shall be desmed conclusively
to be that Outside Substance until & quantity squal to the quantity of the Outside Substance injected into the Unitized

Zone is recoversd. No royalty shall be payable on any substance which it desmed conclusively tu be an Outside
Substance.
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707.  Seversl Rovaity Ligbility

Without limiting the generality of the provisions of Clauses 702 and 1304, nothing in this Agreement shall be
construed as giving rise to any right antitling the Royalty Owners of a Tract 1o look to any Working Interest Owners
other than the Working Interest Owners of such Traot for the satistaction of royalty obligations in respect of such Tract:
provided, however, that in the event that the Working Interest Owners of & Tract are not the same persons as the lossae
under a Lease relating to the Tract, the provisions of thig Clause 707 shall not be construed as telisving such iessess of
any obligation to aceount for royalty payable or deliverable to the lessor under such Lease if the Working Interest
Owners fail to comply with their obligations in that respact.

ARTICLE VIlI:  USE, LOSS AND REJNJECTION OF UNITIZED SUBSTANCES
801. Use or Loss

The Working interest Owners may use as much of the Unitized Substances, other than cruda oil, as they deem
necessary for Unit Operations. Unitized Substances $c used or injected and Unitized Substances lost shall be excluded
in aliocating Unitized Substances to Tracts, and no roysity or other payment shall be payable in respect thereof.

802.  Re-ipiection

The Working Interest Owners are hareby granted the right to re-inject Unitized Substances into the Unitized
Zone for any purpose related to the Unit Operations. Unitized Substances so injected shell be sxsiudad in sHocating
Unitized Substances to Tracts, and no Toyaity or other payment shall be paysble in respect thereof until they are
recovered for aale or for use other than for Unit Operations,

ARTICLE IX: ENLARGEMENT OF UNIT AREA
801.  Enisrgemant

enlargsment of the Unit Arsa to include such adjeining lande on such terms and conditions as the Working Interest
Owners may consider appropriate, and, if such adjoining lands qualify for inclusion in the Unit Area under Clause 502,
the Unit Area shail be sniarged to include such adjoining lands. Notwithatanding that any owner of a Working interest
or a Royalty Intersat in sugh adjoining lsnds is siready & Party, such owner shall not, for the purposes of the qualification
of such adjoining lands under Clause 602, be considered to have exscuted and defivered this agresment unti it exacutes
and delivers to the Unit Operator an additional counterpart of this agresment Incorporating exhibits which reflect the
Propossed enlargement and which ars stated to be sffective ae of the effective date of such eniargement.

202, j £ icipation

The Tract Participation of each Tract added pursuant to Clause 901 shall bs determined by the Working
interest Owners. The Tract Participation shall then be adjusted in order that:

(a)  the ratios of the Tract Participation of Tracts shown on Exhibit "A" immediately prior to the onlargement
remain the same to each other; and

(b} the totsl of the Tract Participation for all Tracts of the enlarged Unit Area and Unitized Zone is one
hundred percent (100%).

803. Exhibits
Unit Operator shell revise Exhibits "A" and "B" as required by the snjargsment.
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904.  Effective Time of Enlsrgement
An entargement pursuant to Clause 901 and an adjustmaent of Tract Participation under this Article shall

bacome effective at 8:00 a.m, on the first day of the first oalendar month following approval of admission undar Clause
901, Tract qualification under Clause 502 and the date the Unit Agreement is registerad by the Petroleum Branch.

905.  No Retroactive Adjustrment

There shall never be any retromotive adjustment of the allocation of Unitized Substances by reason of an
enlargement under this Article.

9068.  Possible Additional Tract

A possible additional tract comprising of LSD's 7-14/8-14-9-28 WPM has boen identified. While development
has not procesded dua to sconomic factors, the possibility exists that this tract will be developed prior to the axpiry of
current leass for this tract. Notwithstanding the other Clauses of Artiole IX, should a well be drilled on this tract, the
following methedology will be used to redetermine the Tract Participation:

(a)  Six (6) months of production will be required from tract 7-14/8-14 with the last 90 operating days used
in the Tract Participation redetermination.

{b)  Similarly, the production during the last 90 days, referenced to the same time period as tract 7-14/8-14,
will be used in the redetermination of Tract Participation in the unitized walls.

{c)  The Tract Participation assigned to the 7-14/8-14 treot will bi caloulated on the basis of the production
(refer to (a)) from the 7-14/B-14 tract as a percantage of the total Unit produation during the same time
period (last 90 operating days).

{d) The Tract Participation of the remaining Tracts in the Unit will be adjusted in proportion to thair
percentage in the Unit prior to the developiment of tract 7-14/8-14, to reflect the change in tract
7-14/8-14,

ARTICLE X: DISPUTES

1001.  Disputes

If the title or right of a Party to receive in kind sl or any portion of the Unitized Substances allocated to a
Tract, or any share of the procesds from the sale thereof, is in dispute, the Party concerned shall forthwith give notice
thareof to Unit Operator. If Unit Operator is 30 notified or if Unit Operator is directed to do so by the Working Interest
Owners in the event thet it is otherwise informed of the dispute, Unit Operator shall withhold and sell the portion of the
Unitizad Substanoes the title or right to which is in dispute, and hold in trust the proceeds from the sale thereof until:

(a} the Party conoerned furnishes seourity in a form and manner satisfactory to the Working Interest Owners
for the propar accounting thereof to the fightful awner or owners if the titie or right of the Party shall fail
in whole or in part, whereupon the procesds shall be paid to the party; or

(b) the titls or right thareto is established by & final judgment of a Court or otherwise to the satisfaction of
the Working Interest Owners, whereupon such procesds shail bs psid to the person rightfully entitied.

If Unit Operator daes not comply with this Clause becauss it is not notifisd of a dispute by a Party conaerned, that Party
hereby agrees to indemnify and save harmiess Unit Oparator from sany loss or damage suffered becauss of anything
done or omitted to be done by Unit Operator becauss it was not notified,

ARTICLE Xi: APPROVAL OF TITLES
1101, Yides Conwnittes

The Working Interest Owners shall appoint a Titles Committes which shall investigate the ownership of all
Tracts. Each Working Interest Owner shall submit to the Title Committee such title data and information as the titles
Committee may reasonably require from time to time. The Tides Committes shall report the result of its investigation to
the Working interest Owners spscifying the titles to Tracts which it unanimously recommends for approval.
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1102.  Approval of Titles by Working Interest Owners

The Working interest Owners may approve:

{a) the tittes of Working Intarest Owners to Tracts which have besn unanimously recommended for approval
by the Titles Cornittes; and

{b}  the titles of Working Interest Owners to Tracts which have not been unanimously recommended for
approvel by the Titles Committes but with respect to which such Working Interest Owners have agreed
to indemnity the other Working Interest Owners, in a form and manner satisfactory to them, from loss or
damage that may be suffered by them in respect of olaims and demands made because of subsequent
fallure of the Working Intersst Owners” title.

Notwithstanding the foregoing, the Working interest Owners may approve any title that has not been unanimously
recommanded for approval by the Titdes Committse.

1103.  Subseguent Feilyre of Title

If the title of a Working Interest Owner to a Tract fails, the Tract shall be excluded from this agresment and
the Unit Operating Agreomsnt as of 8:00 a.m. on the first day of the calsndar month in which the failure of title is finally
determined unless:

(a} any other Party is held or declarsd to own the tithe in which svent that Party shall be bound by this
agresment and the Unit Operating Agresment in respect of the Tract; or

{b) by the last day of the next folowing calendar month the Tract qualifiss for inclusion in the Unit Area
pursuant to Clauss 502,

1104.  Revision of Exhibits

Unit Operator shall revise the exhibits to reflact any changs in ownership in or exclusion from this agreement
of a Tract pursuant to Clause 1103. Where a Tract is excluded, the Tract Participation of the other Tracts shail sach 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 oalendar month in which the failure of title
referred to in Clause 1103 is finally determined.

ARTICLE XN: TRANSFER OF INTEREST
1201.  Disposition

in this Clause "disposition” means a sale, assignment, transfer, lsase, sublesse, conveyancs, parting with
possession, 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 interest in the Party's interest in such Tract. A dispasition shall
not be binding on Unit Cperator until the scquiring parties who ars not Parties have executed and delivered to Unit
Operator counterparts of this agresment, and at least one of the parties thereto has given notice thereof to the Unit
Opeorator. Unit Operator shall revise the exhibits to refisct each disposition of an intarest in a Tract and the revised
exhibits shall be stfective as of 8:00 a.m. on the first day of the calendar month next following the celendar month in
which the notice is received by Unit Operator.

1202.  Multiple Disposition Not to Incresse Copts

It any disposition of an interest by a Party in a Tract shouki be made to multiple partiss so that the expense or
duties of Unit Oparator are thereby increased, the Unit Operator may require the asgignee parties {(and Party if it retains
an interest) to appoint one of their number as representing all of them for the purpose of this agresment, unless
arrangements satisfactory to the Unit Operator are made to compensate the Unit Operator for the increased axpenses or
duties.
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ARTICLE XllI: N GENERAL
1301 . Exegytion in Counterpart

This agresment may be executed in saparate counterparts and all the executed counterparts together shall
constitute one agreement. Execution of this agreement by ths Minister shall bs on behalf of the Crown only as owner of
Royaity Interest.

1302.  Dudl Capacity

It a Party owns a Working Interest and a Royaity Interest, its sxecution of this agreement shall constitute
exscution in both capacities,

1303.  Subsequent Exgoution

An owner of an interest in a Tract who has not becoms a Party as of the date the Tract was included in the
Unit Area under Articls V or |X, may become a Party with respsct to that interest only on such terms and conditions as
may be prescribad by the Working Interest Owners.

1304.  No Partnership

The duties and obligations of tha Parties shall be ssparate and not joint or collective. Nothing contained in this
agreement shall bs construed to create a partnership or association.

1305.  Force Majoure

Neither Unit Oparator nor any Party shall be desmed to be in default with respact to non-performance inciuding
delay or failure to partially perform sny or sl of its obligations hersunder, other than financial, if and so Jong as its non-
performance is due, in whaole or in part, to any cause beyond its reasonable control, but tack of funds shall not be a
cause beyond a Party's reasonsble contrel. The performance of such obligations shall begin or be resumaed within a
reasonsble time after such cause has besn removed, Neither this agresment not any Lease or any other agreement or
instrument relating to the Unitized Zone or Unitized Substances shall terminats by reason of suspension of Unit
Operations for the causs sst forth in this Clauss.

1308. Taxes

Each Party shali be separately liable to the extent of its ownership for ail taxes on Unitized Substances and
with respect to the preduction or sale of Unitized Substances. A Working Intersst Ownaer may, at any time and from
time to time, pay said taxes on behalf of its Roysity Owner and deduct the amount of the paymant from the Royalty
Ownar's royaity. Those taxes with respect to the productien or sale of Unitized Substances shali be adjusted so that
they are borne as if the basis of taxation was the sliocation of Unitized Substances hereunder.

1307.  Right of Redemption

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

1308.  Interpretation
The Clause Headings in this agreement shall not be considered in interpreting the text.

1309. Nymber and Gender

In this agreement words importing ths singular include the plural and vise versa; words importing the
masculine gender include the ferinine and vice versa: and words importing persons include firms or corporations and
vice versa.
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1310. Time

In this agrestment all times are "official times™ as defined in The Official Time Act of the Province of Manitoba.

1311.  Compliance with Legisigtion

The provisions of The Oil and Gas Act and regulations of Manitoba thersunder, as amended from time to time,
take precedence over this agresment.

1312.  Governing Lew

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

ARTICLE XIV: EFFECTIVE DATE
1401.  Effective Date

The unitization provided for herein shall becoms 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 one
hundred percent {100%) as originally set out in Exhibit "A"; and

(b)  the date the Unit Agresment is registared by the Petroleum Branch.

1402.  Netice of Effective Date

As soon as possible after the Effective Date Unit Operator shall notify all Working intsrest Owners of the
Effective Date and aach of the Tracts qualified as of the Effective Date, and sach Working Interest Owner shall advise
each of its Royaity Owners of the Effsctive Date.

1403.  Release of Parties

This agreament shall cesse to bind the Parties if the unitization provided for herein has not become effective
on ot before the first day of December, 1998.

ARTICLE XV: TERM
1501.  Cinct of Execution and Delivery

Subject to Clause 1403 this agresment is binding upon a parsan who executes and delivers a counterpart
thereof to Unit Oparator, and that parson is bound by this agrsement as of the time of such delivery. This agreement
inures to the benefit of and is binding upon the heirs, exscutors, administrators, successors and assigns of the Parties.

1602. Termination

This agresment 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 upon the termination of the Unit Operating Agresment,
and thereafter the Parties shall bs governed by the terms and provisions of their Leases and other agresmeants or
instruments relating to the Unitized Zone or Unitized Substances.
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1503.  galveging Eguioment 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 saivage, sell, distribute or otherwise dispose of the personal property and facitities used
in connection with Unit Operations.

1604.  Notice to Rovalty Qwners

The Working Intersst Owners shall give notice in accordance with their Leases to their respactive Royalty
Owners of the termination of this agresment within thirty (30) calendar days thereafter.
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IN WITNESS WHEREOF the Parties have executad this agreement sach on the date shown below.

DORIS MARIE GOULD

ADDRESS FOR SERVICE:

2119 Agincourt Crescent
Burlington, ON L7P 1P3

Execution Page forming part of tha Unit Agresment - Cromer Unit No. 1
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IN WITNESS WHERECF the Parties have sxacuted this agreement each on the date shown below.

MJ 28 /98
{DATE) /

SONIA HELEN JACQUES

ADDRESS FOR SERVICE:
FP.O. Box 1375
Virden, MB ROM 2C0

Execution Page forming part of the Unit Agreement - Cromsr Unit No. 1
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IN WITNESS WHEREOF the Parties have sxecuted this agreemant sach on the date shown below.

HER MAJESTY THE QUEEN IN RIGHT OF
THE PROVINCE OF MANITOBA

____E.Mz/ 478

{DATE)}

of Energy and Mines

ADDRESS FOR SERVICE:
MANITOBA DEPARTMENT OF ENERGY AND MINES
360 - 1395 Elice Avenue

Winnipeg, MB R3G 3P2

- Execution Page forming part of the Unit Agresment - Cromer Unit No, 1
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IN WITNESS WHEREOF the Parties hava sxacuted this agreement each on the date shown below.

VT
e

%
QCTOBER 20, 1998 ERT

(DATE}

COMPANY, SUCCESSOR TQ THE TORONTO GEN
.TRUST CORFPO

MONTREAL TRUST COMPANY OF CANADA, NEW T
NRUEEXKXKOXKXAMEKNXFOR THE CANADA TRUS

ADDRESS FOR SERVICE:
600, 830 Eighth Avenus SW
Calgary, AB T2P 358

Exeoution Page forming part of ths Unit Agreement - Cromer Unit No. 1
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IN WITNESS WHEREOF the Partiss have executed this agresment sach on the date shown below:.

MONTREAL TRUST COMPANY

836
- % 7/ 7f %W %EZ

[TRS

ADDRESS FOR SERVICE:
B3 GO— 200 /LT yr AVEVNUE

Winnipeg, M8 R96-2H ALrizm Level
3¢ 3xa

Exeoution Page forming part of the Unit Agresment - Cromer Unit No. 1
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IN WITNESS WHEREOF the Parties have executed this agreement each on the date shown balow,

MORRIS JOHN SENKIW

ADDRESS FOR SERVICE:
Genaral Dealivery
Virden, M8 ROM 2C0

Execution Page forming part of the Unit Agresment - Cromer Unit No. 1
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IN WITNESS WHEREQF the Parties have executed this agresment sach on the date shown bslow.

Mo, 27,7958

TUNDRA CIL AND GAS LTD.

{DATE} F/

ADDRESS FOR SERVICE:
1111 One Lombeard Place
Winnipeg, MB R38 0X4

Exeoution Pags forming part of the Unit Agresment - Cromer Unit No. 1
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IN WITNESS WHERECF the Partiss have executed this agreement each on the date shown below.

IRENE ANNE YAKOBOVICH

e

,/s’;/’? et /f? .

AT

ADDRESS FOR SERVICE:
3406 Clover Flace
Regina, SK S4V 1J1

Exsoution Page forming part of the Unit Agreement - Cromer Unit No. 1
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EXHIBIT "A":

TRACT PARTICIPATION

Attached to and made part of an Agreement Entitied
Unit Agreement - Cromer Unit No. 1

April 15, 1998
rm_.,_..-____ T S
| Tract Dascription Participation
] No. L8D Owrer Share (%)} Owner Share (%) %
‘{ 1| 1581811028 WPM Tundra OHl snd Gae Ltd. |  100.000 | Crown Provinos of Manitoba /  100.000 |  13.60076
E 2 | 91181212028 WM | Tundra ONand Gee Ltd. | 100.000 | Crown Provinos of Manitoba”]  100.000 | 13.87040
3 | 18214028 wWPM Tundre Ol and Gas Ltd. |  100.000 | Crown Provinos of Manitoba”|  100.000 | 15.12404
4 | e1s2028wPm Tundra Ol and Gas Ltd. | 100.000 |  Montreal Trust (CGY) 75.000 9.132485
Montresl Trust (WPG} © 285,000
5 | 9810140-28 WPM Tundra Ol and Ges Ltd. |  100.000 | Crown Provinos of Manitoba’| _ 100.000 7.12317
6 | 1181214928 WPM | Tundra Ol and Gas Ltd. |  100.000 Crown Provines of Manitoba®]  100.000 | 9. 49514
7 | 13-149-28 wem Tundrs O and Gas Ltd. | 100.000 | Crown Provinos of Manitoba”|  100.000 3.37299
g | 144 18-9-28 wem Tundra O and Gae Ltd. |  100.000 | Crown Province of Manioba /| 100.000 | 11.19977
8 |18&2258-28wWPM Tundra ONl and Gas Ltd. |  100.000 DM. Goud 7 26.000 1.58866
8.H. Jacques 25.000
M.J. Senkiw ¥ 26.000
LA, Yokobovich ¥ 25,000
10 | 3 & 4-23-9-28 WPM Tundra O and Gas Ltd. | 100.000 |  Tundra Ok and Gas Ltd.”” 50.000 3.00735
Montrest Trust (CGY) ¥ §0.000
11 | 5 & 6-23.9-28 WPM Tundra Ol and Gas Ltd. | 100.000 |  Tundra Ol and Gas L. ¥ | 50.000 | 12.38038
Montreal Trust (CGY) 7 50.000
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EXHIBIT '8’

Attached to and made part of an Agreement Entitled
Unit Agreement - Cromer Unit No. 1

13

«—Possible
Additional Tract

10

12

TWP 9 RGE 28 WPM
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Manitoba %

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

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

June 3, 1998

Mr. George Czyzewski, P.Eng.
Sr. Reservoir Engineer

Tundra Oil and Gas Ltd.

1111 - One Lombard Place
Winnipeg MB R3B 0X4

Dear George:

Re: Cromer Unit No. 1
Waterflood Order No. 6

Your application to conduct waterflood operations in the Daly Bakken I Pool has been
approved. Attached is Waterflood Order No. 6 outlining conditions for operation of the
waterflood in Cromer Unit No. 1. Water injection into the unit may not commence until
the unit agreement has been executed by all parties and registered by the Petroleum
Branch.

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

Yours truly,

T

John N. Fox, P.Eng.
Chief Petroleum Engineer
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MINISTERIAL ORDER
WATERFLOOD ORDER NO. 6

Pertaining to Waterflood Operations
in Cromer Unit No. 1

The Unit Operator shall conduct waterflood operations by injecting water into the Bakken
Formation underlying Cromer Unit No. 1 {"the Unit") through the wells listed in Schedule A. The
Director may approve the conversion of additional wells in the Unit to water injection.

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

The maximum welthead pressure at which water may be injected is 9 000 kPa.

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

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

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

The frequency of pressure surveys may be reduced where the Director is satisfied that more
frequent surveys will not assist the Unit Operator in monitoring the effectiveness of the
waterflood.

The Unit Operator is responsible for monitoring the effectiveness of the waterflood and for
collecting such reservoir data and other information as is necessary to evaluate and optimize
waterflood performance.

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

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

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

Tune |, 1998 Mpﬂ

Date Director of Petroleum for '
Minister of Energy and Mines
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Water Injection Wells
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UNIT AGREEMENT

CROMER UNIT NO. 1

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

AND WHEREAS the Partias 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 §: DEFINITIONS

101.  Definitions
In this agreement:
{a) "Effective Date” means the time and date referred to in Article XIV;
{b) "Lease™ means an instrumant granting a Working Interest in any lands in the Unit Area;

(¢) "Qutside Substances™ means any substences initially obtained from any source other than the Unitized
Zone or any Unitized Substances with respect to which royaity has been paid;

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

(e}  "Petroleum Branch™ means the Department of Enargy and Mines, Petroleum Branch established under
The Qil and Gas Act;

(i  “"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

them;
(g) "Rovalty Intersst”™ means
i) an ownarship, 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 Petroleum Substances, or to a payment based on the quantity or
value of such Petroleum Substances, but does not include a Working interest, the interast of a
purchaser or such Petroleum Substances after production, or a mortgage, charge or like interest
granted as security in a financial transaction;

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

(i) "Spacing Unit" means the area allocated to a well by the Petroleum Branch with respect to the Unitized
Zone for the purpose of drilling for or producing Petroleum Substances;

(i) "Tract” means a parcel of land described and given a Tract number in Exhibit "A" and shown outlined on
Exhibit "B";

(k) "Tract Participation” means the Participation percentage allocated to a Tract pursuant to Article VI and
set forth in Exhibit "A™;

{1} "Unit Area” means the lands described in Exhibit "A" and shown outlined on Exhibit "B"*

(m) "Unit Operations” means any operations or activities undertaken in connection with the Unitized Zone,
the production or handling of Unitized Substances or the installation, operation, maintenance or removal
of equipment or facilities, insofar as such operations or activities have baen authorized or provided for
under this agreement or the Unit Operating Agreement

{n)  "Unit Operator™ means the person wha is so designated under the Unit Operating Agraement;

(o} "Unit Operating Agrearment™ means the agresment entitled "Unit Operating Agreement - Cromer Unit No.
17 entered into by the Working Interest Owners;

(P} “"Unitized Zone™ means the Bakken Formation of the Mississippian Age underlying the lands within the
Unit Area as same is shown on the compensated neutron litho-density iog of the Tundra Daly
11-14-9-28 WPM well in 11-14-9-28 WPM, in the Province of Manitoba between the intervals of 836.0
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moetres and 843.0 metres as measured from the kelly bushing at 11-14-9-28 WPM and shown on Exhibit
cn;
{q) "Unitized Substances” means Petroleum Substanc_es in ar obtained from the Unitized Zone;

(n  “Working Interest™ means any interest which entitles the owner thereof to produce and dispose of, or to
participate in the production and disposition of, Pstroleum Substances from the Unitized Zone, and with
which is associated a responsibility to bear all or a portion of the costs of recovering such Petroleum
Substances;

(s) "Working Interest Owner" means a party owning a Working Interest in or in respact of Unitized
Substances;

{t}  "Minister” means the member of the Executive Council charged by the Lieutenant Governor in Council
with the administration of The Oil and Gas Act of Manitoba.

ARTICLE lI: EXHIBITS
201.  Exhibits

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

(a)  Exhibit "A" which numbers and describes sach Tract and sets forth its Tract Participation, the names of
the Working Interest Owners 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 iz a plan of the Unit Area identifying the Tracts;

(c)  Exhibit "C" which is a reproduction of a portion of the compensated neutron litho-density log referred to
in Subclauge 101(p) hereof.

202, Exhibits Correct

Each exhibit shall be deemed conclusively to be correct to the affactive tims of a revision or correction thersof
as herein provided.

203. Correction of Exhibits

If any mistake or mechanical error oceurs in an exhibit, Unit Operator may, or upon request of the Working

Interest Owners shall, prepare a corrected exhibit but the data used in establishing Tract Participation shall not be re-
evaluated.

204. Effactive Time

Any corrected exhibit prepared on or before the Effective Date or within ninety (30} days thereafter shall be
effective on the Effective Date. Any corrected exhibit prepared after the said ninety (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 Ownars,

205. Supplying of Exhibits

Each tims that an exhibit is revised or corrected pursuant to this agreement, Unit Operator shall supply the
Paetroleumn Branch with two copies and shall supply each Working interest Owner with the number of copies of the

exhibit it 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

Exhibits that are revised or corrected shall show the effective time of the revision or correction and shall be
numbered consecutively.
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ARTICLE Il  UNITIZATION AND EFFECT

301. Unitization

On and after the Effective Date the interests of sach Royalty Owner and of each Working Interast Owner in the
Unitized Substances and in the Unitized Zone are hereby unitized, in accordance with the provisions of this agreement.

302. Personal Property Excepted

All lseasa and well equipment herstofore or hereafter placed by any of the Working Interest Owners on lands
comprised in the Unit Area shall be desmed conclusively to be and shall remain personal property belonging to and may
be removed by the Working Interast Qwners. The Working interest Owners' rights and interests therain are set forth in
the Unit Oparating Agresmant.

303. Continuation of Leases

All Unit Operations and all production of Unitized Substances shall, except for the purpose of calculating
payments to Royalty Qwners, be deemed conclusively to be operations upon or production from all of the Unitized Zone
in each Tract, and such operations or production shall continue in force and effect each Lease and any other agreement
or 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.

It 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 suspandad:

(a}  for any period not exceading ninety (30) consecutive days or
{b}  for any period during which an svent of force fnajeure contsmplatad by Clause 1305 is in offect,

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 Unitizad Zone or Unitizad Substances is
hereby amended only to the extent hecessary to maks it conform to this agresment.

305, Ratification of Leages

Except for a Lease in respect of which a royafty Owner is involved in a court action which has been
commaenced and is pending on the Effective Date, sach Royalty Owner hereby ratifies each Lease, as amended by this
agresment, to which it is a party, and hereby confirms that no notice of default has besan given and ramains outstanding
with respect to any such Lease, and that each Lease is in sffect as of the Effective Date. The provigions 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. Effgct of Unitization on Titlas

Nothing in this agresment, nor the Unit Operating Agreement shall ba construed as a transfer or aexchange of
any interest in the Leases, Tracts or Unitized Zone, or in the Unitized Substances before production thereof.

307. Name

The name of the Unit hereby constituted is "Cromer Unit No. 1".

308. Equipment angd Facilities

All equipment and facilities used in connection with the Unit Operations and heretofora ar hereafter instalied,
affixed or constructed by any of the Working Interest Owners on or in lands within the Unit Area are and shall remain
the personal property of the Working Interest Owners, or such of them as may from time to time have an interest
therein, and, except as otherwise provided in Clause 1503, no interest in any such equipment and facilities shall vest in
the royalty Owners by virtue of ths provisions of this Agreement.
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ARTICLE IV: © AUTHORITY TO WORKING INTEREST OWNERS
401. Operations

The Working Interast Owners are hereby granted the right to develop and operate the Unitized Zone without
tagard 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 Warking Interest Owners consider appropriata. 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 hareafter drilled into the Unitized
Zone.,

402, Delegation

The Working Interest Owners may 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 agresment by the Working Interest Owners may be determined by vote
of the parties to the Unit Operating Agrsement as prescribad thersin.

ARTICLE V: INCLUSION AND QUALIFICATION OF TRACTS
501. Tracts Included on Effective Date

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

(a) before the Effective Date; or

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

502. Qualification of Tracts

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

(a) owners of one hundred percent {100%) of the Working Interests therein have become Parties and parties
to the Unit Operating Agresment and ownars of one hundred percent {100%) of the Royalty Interest
therain have become Parties; or

(b)  owners of one hundred percent {100%) of the Working Intsrests therein have become Parties and parties
to the Unit Operating Agreement and owners of less than cne hundred percent {100%) of the Rovyalty
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 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 Interssts in the Tract whe have not become Parties; or

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

503. Revision of Exhibits

Within one hundred twenty (120) days after the Effective Date the exhibits shall be revised, if necessary, to
set out only those Tracts included in the Unit Area under this Article. The ravised Exhibit "A" shall set forth the Tract
Farticipation of the Tracts recalculated on the same basis and using the same data as that used in the calculation of
Tract Participation in the original Exhibit "A" and so that their summation is one hundred percent (100%}. The exhibits
as so revised shall be effective as of the Effective Data.
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ARTICLEVI:  TRACT PARTICIPATION

601. Tract Participation
Each Tract has the Tract Participation ascribed to it in Exhibit "A",

ARTICLE VH:  ALLOCATION OF UNITIZED SUBSTANCES PRODUCED

701. Allocation to Tracts

Subject to Clauses 801 and 802 the Unitized Substances whan producad shall be allocated to the Tracts in
accordance with their Tract Participation. The amount of Unitized Substances allocated to sach 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 desmed conclusively to have bsen produced from the Tract.

702. Allocation Among Parties

The Unitized Substances allocated to a Tract shall be further allocated among the Working Interest Owners
tharsof in accordance with their respective percentage Working Interests in the Tract as set forth in Exhibit "A", and the
Working Interest Ownars of each Tract shali account to the Royalty Owners of such Tract for any royalty payable or
deliverable to such Royalty Owners in respact of the Unitizad Substances allocated to such Tract.

703. Calculation of Royalty

The Working Interest Owners of sach Tract shall calculate royalty on the Unitized Substances allocated to the
Tract at the applicable rate under the Lease, other agresment or instrument relating to the Tract. The Royalty Owners
of each Tract agres to accept payment of royalty so calculated in satisfaction of the obligation of a Working Interest
Owner to make royalty payments on Unitized Substances under the Lease, agreement or other instrument covering such
Tract; but a lessee under a Lease shall not be relievad from making payment of royalty to its lessor if payment is not
made by the Working interest Ownor as aforesaid. In caloulating royalty on residus gas, suiphur and fluid hydrocarbons,
or any of them, obtained by processing Unitized Substances, other than crude oil, by compresasion, absorption or other
plant extraction or stabilization, proper allowances shall be made for costs, expenses and charges, including a
reasonable return on investment, incurred in or attributable to gathering and processing the Unitized Substances.

704. Taking Unitized Substances in Kind

The Unitized Substances allocated to a Tract shall be delivered in kind at the time and place of production to
the Working Interest Owners entitled thereto who may, if thers is no interfersnce with Unit Operations by them,
construct, maintain and operate in the Unit Area all necessary facilities for taking delivery in kind.

7085, Failure to Take in Kind

To the extent that a Party entitled to take in kind any of the Unitized Substances fails to take or otherwise
dispose of them at the time and place of production, then sc iong as such failure continues, Unit Operator, as agent and
for the account and at the expense of such Party may sell, stora, inject or otherwise dispose of them. Where there is a
sale the "net procesds” remaining from the sale shall bs paid to the Party. Unit Qperator may contract for the sale
thereof only for the minimum term obtainable which in no event shall exceed one (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. Rovalty on Outside Substances

If an Outside Substance is injected into the Unitized Zone, the first like substance contained in the Unitized
Substances subsequently produced and sold or used othar 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 shali be payable on any substance which is deemed conclusively tu be an Outside
Substance.
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707. Several Royalty Liability

Without limiting the generality of the provisions of Clauses 702 and 1304, nothing in this Agreement shall be
construed as giving rise to any right entitling the Royalty Ownars of a Tract to lock to any Working Interest Owners
othar than the Working Interest Owners of such Tract for the satisfaction of royalty obligations in respect of such Tract;
provided, howaver, that in the event that the Working interest Owners of a Tract are not the same persons as the lessee
under a Lease relating to the Tract, the provisions of this Clause 707 shall not be construed as relieving such lesses of
any obligation to account for royalty payable or deliverable to the lassor under such Lease if the Working Interest
Qwners fail to comply with thair obligations in that respect.

ARTICLE VHI:  USE, LOSS AND RE-INJECTION OF UNITIZED SUBSTANCES
801. 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
in 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 hersby 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 Substances to Tracts, and no royalty or other payment shall be payable in respect thersof until they are
recovered for sale or for use other than for Unit Operations.

ARTICLE IX: ENLARGEMENT OF UNIT AREA
901. Enlargement

After the expiration of ninety (20) days following the Effective Date, if an owner of a Working Interest in lands
adjoining the Unit Area makes application to enlarge the Unit Area to include such adjoining lands which appear to be
potentially productive of Petrolsum Substances from the Unitized Zone the Working Interest Owners may approve the
anlargsment of the Unit Area to include such adjoining lands on such terms and conditions as the Working Interest
Owners may consider appropriate, and, 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 ownar of a Working Interest
or a Rovyalty Interest in such adjoining lands is siready a Party, such owner shall not, for the purposes of the qualification
of such adjoining lands under Clause 502, be considered to have executad and delivered this agreement until it executes
and delivers to the Unit Operator an additional counterpart of this agraement incorporating exhibits which reflect the
proposed enlargement and which are stated to be sffective as of the effective date of such enlargement.

302. Adiustment of Tract Participation

The Tract Participation of each Tract added pursuant to Clause 901 shall be determined by the Working
interest Owners. The Tract Participation shall then be adjusted in order that:

(a)  the ratios of the Tract Participation of Tracts shown on Exhibit "A” immediately prior to the enlargement
remain the same to each other; and

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

903. Exhibits

Unit Operator shall revise Exhibits "A" and "B" as required by the enlargement.
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8904, activ of Enlargerment

An eniargsment pursuant to Clause 901 and an adjustment of Tract Participation 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 Clause
901, Tract qualification under Clause 502 and the date the Unit Agreement is registared by the Petroleum Branch.

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.

906. Possible Additional Tract

A possible additional tract comprising of LSD's 7-14/8-14-9-28 WPM has baen identified. While development
has not proceaded due to economic factors, the possibility exists that this tract will be developed prior to the expiry of
currant lease for this tract. Notwithstanding the other Clauses of Article IX, should a weil be drillad on this tract, the
following methadology will be used to redetermins the Tract Participstion:

(a)  Six {6) months of production will be required from tract 7-14/8-14 with the last 90 oporating days used
in the Tract Participation redetarmination.

(b} Similarly, the production during the last 90 days, referenced to the same time period as tract 7-14/8-1 4,
will be used in the redstermination of Tract Participation in the unitized wells,

(¢} The Tract Participation assigned to the 7-14/8-14 tract will be calculated on the basis of the production
{refor to (a)) from the 7-14/8-14 tract as a percentage of the total Unit production during the same time
period {last 80 operating days).

(d} The Tract Participation of the remaining Tracts in the Unit will be adjusted in proportion to their
percentage in the Unit prior to the development of tract 7-14/8-14, to reflact the change in tract
7-14/8-14.

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 tha procesds from the sale thereof, is in dispute, the Party concerned shall forthwith give notice
thereof to Unit Operator. If Unit Operator is so notified or if Unit Operator is directed to do so by the Working Interest
Owners in the event that it is 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 sals thersof until:

{a}  the Party concerned furnighas security in » form and manner satisfactory to the Working Interest Owners
for the proper accounting thereof to the rightful owner or owners if the tite or right of the Party shall fail
in whole or in part, whersupon the proceeds shall be paid to the party; or

(b} the title or right thareto is established by a final judgment of a Court or otherwise to the satisfaction of
the Waorking Interest Owners, whereupon such proceeds shail 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
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 notifisd,

ARTICLE XI: APPROVAL OF TITLES
1101. Titles Committee

The Working Interest Owners shall appoint a Titles Comrmittes which shall investigate the ownership of all
Tracts. Each Working Interest Owner shall submit to the Title Committee such title data and information 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 spacifying the titles to Tracts which it unanimously recornmends for approval.
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1102.  Approval of Titles by Working Interest Qwners

The Working Interest Owners may approve:

{a)  the titles of Working Interest Owners to Tracts which have been unanimously recommendad 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 Committes but with respact to which such Working interest Ownars have agreed
to indemnify the other Working Interest Owners, in a form and manner satisfactory to them, from loss or
damage that may be suffered by them in respect of clsims and demands made because of subsequent
failure of the Working Interest Qwners' 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 agresment and
the Unit Operating Agreement as of 8:00 a.m. on the first day of the calendar month in which the failure of title is finally
determined unless:

(a)  any other Party is held or declared to own the title in which event that Party shall be bound by this
agreement and the Unit Operating Agreement in respact 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 Traot is excluded, the Tract Participation of the other Tracts shall each be
increased, without changing their ratios to each other, 8o that their summation iz 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
referrad to in Clause 1103 is finally determined.

ARTICLE XIt: TRANSFER OF INTEREST
1201. Disposition

In this Clsuse “disposition” means a sale, assignment, transfer, lease, sublease, conveyance, parting with
possession, or any transaction of a similar nature, whather by trust or otherwise. A disposition of an intarest owned by
a Party in a Tract shall cover the whole or an undivided interest in the Party's interest in such Tract, A disposition shall
not be binding on Unit Operator until the acquiring parties who are not Parties have executsd and delivered to Unit
Operator counterparts of this agresment, 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 effactive as of 8:00 a.m. on the first day of the calsndar month next following the calendar month in
which the notice is received by Unit Operator.

1202.  Multiple Disposition Not to Increase Costs

If any dispesition 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 if it retains
an interest) to appoaint one of their number as representing all of them for the purpose of this agreemeant, unless
arrangements satisfactory to the Unit Operator are made to compensats the Unit Operator for the increased expenses or
duties.
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ARTICLE XHI: IN GENERAL
1301 . Execution in Counterpart

This agresment may be executed in separate counterparts and all the executed countesparts together shall
constitute one agreement. Execution of this agreemant by the Minister shall be on behalf of the Crown only as owner of
Rovyalty Interest.

1302. Dual Capacity

tf a Party owns a Working Interest and a Rovyalty Interest, its execution of this agresment shall constitute
execution in both capacities,

1303. Subseguent Execution

An owner of an intarest in a Tract who has nhot become a Party as of the date the Tract was included in the
Unit Area under Article V or IX, may bacome 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 collsctive. 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 deemad to be in default with respect to non-performance including
delay or failure to partially perform any or all of its obligations hereunder, other than financial, if and so long as its non-
performance is due, in whole or in part, to any cause beyond its reasonable control, but lack of funds shall not be a
cause beyond a Party's reasonable control. The parformance of such obligations shall begin or be resumed within a
roasanable time after such cause has besn removed. Naither this agresment not any Lease or any other agreement or
instrument relating to the Unitized Zene 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 may, at any time and from
time to time, pay said taxes on behalf of its Royalty Owner and deduct the amount of the payment from the Royalty
Owner's royalty. Those taxes with respect to the production or sals of Unitized Substances shall be adjusted so that
they are borne as if the basis of taxation was the alocation of Unitized Substances hersunder.

1307. Right of Redemption

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

1308. |Interpretation

The Clausa 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 vise versa; words importing the
masculine gender include the feminine and vice versa; and words importing persons include firms or corporations and
vice versa.
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In this agreement all times are "official times™ as defined in The Official Time Act of the Province of Manitoba.

1311.  Compliance with Leqislation

The provisions of The Oil and Gas Act and regulations of Maniteba thereunder, as amended from time to time,
take precedence over this agresmant.

1312, Governing Law

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

ARTICLE XIV: EFFECTIVE DATE
1401. Effective Date

The unitization provided for herein shall become effective at 8:00 a.m. an the first day of the first calendar
rmonth following:

(a}  the date of the qualification under Clause 502 of Tracts having a combined Tract Participation of one
hundred percent (100%]} as originally set out in Exhibit "A": and

(b)  the date the Unit Agresmaent is registored by the Petroleum Branch.

1402. Notice of Effective Date

As scon as possible after the Effective Date Unit Operator shall notify all Working Interast Owners of the
Effective Date and each of the Tracts quaiifisd as of the Effective Date, and each Working Interest Owner shall advise
each of its Royalty Owners of the Effective Date.

1403. Release of Partiss

This agresment shall cease to bind the Parties if the unitization provided for herein has not become sffactive
on or before the first day of December, 1998.

ARTICLE XV:  TERM

1601,  Effect of Execution and Delivery

Subject to Clause 1403 this agreement is binding upon a person who executes and dalivers a counterpart
thereof to Unit Operator, and that person is bound by this agreement as of the time of such delivery. This agreament
inures to the benefit of and is binding upon the heirs, exscutors, 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 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 agresments or
instruments relating to the Unitized Zone or Unitized Substances.
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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 agresment to salvage, sell, distribute or otherwise dispose of the parsonal property and facilities used
in connection with Unit Operations.

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.
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IN WITNESS WHEREOF the Parties have executed this agreement each on the date shown below.

(DATE)

HER MAJESTY THE QUEEN IN RIGHT OF
THE PROVINCE OF MANITOBA

Minister of Energy and Mines

ADDRESS FOR SERVICE:

MAMTOBA DEPARTMENT OF ENERGY AND MINES

360 - 1395 Efllice Avenue
Winnipeg, MB R3G 3P2

Execution Page forming part of the Unit Agreement - Cromer Unit No. 1
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IN WITNESS WHEREOF the Parties have oxacuted this agreement each on the date shown below,

(DATE)

HER MAJESTY THE QUEEN IN RIGHT OF
THE PROVINCE OF MANITOBA

Minister of Energy and Mines

ADDRESS FOR SERVICE:
MANITOBA DEPARTMENT OF ENERGY AND MINES
360 - 1395 Elice Avenus

Winnipeg, MB R3G 3P2

Execution Page forming part of the Unit Agresment - Cromer Unit No. 1
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IN WITNESS WHEREOF the Parties have exscuted this agrsement each on the date shown below.

DORIS MARIE GOULD

(DATE)

ADDRESS FOR SERVICE:
2118 Agincourt Crescent
Burlington, ON L7P 1P3

Execution Page forming part of the Unit Agreement - Cromer Unit No. 1
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IN WITNESS WHEREOF the Parties have axecuted this agreement sach on the date shown below.

SONIA HELEN JACQUES

(DATE)

ADDRESS FOR SERVICE:
P.O. Box 1375
Virdan, MB ROM 2C0

Execution Page forming part of the Unit Agresment - Cromer Unit No. 1
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IN WITNESS WHEREQF the Parties have exacuted this agreement sach on the date shown below,

HER MAJESTY THE QUEEN IN RIGHT OF
THE PROVINCE OF MANITOBA

{DATE)

Minister of Energy and Mines
ADDRESS FOR SERVICE:
MANITOBA DEPARTMENT OF ENERGY AND MINES

360 - 1396 Ellice Avenue
Winnjpeg, MB R3G 3P2

Execution Page forming part of the Unit Agreement - Cromar Unit No. 1
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IN WITNESS WHEREOF the Parties have executsd this agresment each on the date shown below.

MONTREAL TRUST COMPANY

(DATE)

ADDRESS FOR SERVICE:
600, 630 Eighth Avenus SW
Calgary. AB T2F 358

Execution Page forming part of the Unit Agreement - Cromer Unit No. 1

Unit Agreement: Cromer Unit No. 1 Page 17




IN WITNESS WHEREOF the Parties have executed this agreement sach on the date shown below.

MONTREAL TRUST COMPANY

(DATE)

ADDRESS FOR SERVICE:
P.O. Box 369
Winnipeg, M8 R3C 2J1

Execution Page forming part of the Unit Agreement - Cromer Unit No. 1
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IN WITNESS WHEREOF the Parties have executed this agreement each on the date shown halow.

MORRIS JOHN SENKIW

{DATE)

ADDRESS FOR SERVICE:
Geneoral Delivery
Virden, MB ROM 2C0

Execution Pags forming part of the Unit Agresment - Cromer Unit No. 1
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IN WITNESS WHEREOF the Parties have executed this agreerment each on the date shown below.

TUNDRA OiL AND GAS LTD.

{DATE)

ADDRESS FOR SERVICE:
1111 One Lombard Placs
Winnipeg, MB R38 0X4

Execution Page forming part of the Unit Agresment - Cromer Unit No. 1
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IN WITNESS WHEREOF the Parties have executed this agreement each on the date shown below,

IRENE ANNE YAKOBOVICH

{DATE}

ADDRESS FOR SERVICE:
3406 Clover Place
Regina, SK 5S4V 1.1

Execution Page forming part of the Unit Agresment - Cromer Unit No. 1
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EXHIBIT "A": TRACT PARTICIPATION

Attached to and made part of an Agreement Entitled
Unit Agreement - Cromer Unit No. 1

April 15, 1998
Land Waorking intersst Royalty Interast Tract
Tract Degcription Participation
No. LSD Ownar Share {%) Ownar -+ | Shara (%) 9%
1 16 & 16-11-8-28 WPM Tundra Ot and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 13.80075
2 8-11 & 12-12-8-28 WPM Tundra Oil and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 13.87840
3 1 & 2-14-8-28 WPM Tundra Oll and Gas Ltd, 100.000 | Crown Province of Manitoba 100.000 15.12404
4 6-14-9-28 WPM Tundra Qil and Gas Ltd. 100.000 Montreal Trust (CGY) 26.000 9.13245
Montreal Trust (WPG) 76.000
5 9 & 10-14-9-28 WPM Tundra Oil and Gas Ltd. 100.000 | Crown Provinca of Manitoba 100.000 7.12317
8 11 & 12-14-9-28 WPM Tundra Oil and Gas Ltd. 100.000 | Crown Pravince of Manitoba 100.000 9. 49514
7 13-14-8-28 WPM Tundra Qil and Gas Ltd. 100.000 | Crown Provincs of Manitoba 100.000 3.37299
8 14 & 15-8-28 WPM Tundra Oil and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 11.19877
9 1 & 2-23-9-28 WPM Tundra Oil and Gas Ltd. 100.000 D.M, Gould 26.000 1.58866
S.H. Jacques 25.000
M.J. Senkiw : 256.000
LLA. Yakobovich 25.000
10 3 & 4-23-9-28 WPM Tundra Qil and Gas Ltd. 100.000 Tundra Oil and Gas Lid. 50.000 3.09735
Montreal Trust (CGY) 50.000
1 5 & 6-23-9-28 WPM Tundra Oil and Gas Ltd. 100.000 Tundra Oil and Gas Ltd. 50.000 12.38938
Montreal Trust (CGY) 50.000 II
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EXHIBIT 'B'

Attached to and made part of an Agreement Entitled
Unit Agreement - Cromer Unit No. 1
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Attached to and made‘part of an Agreement Entitled
Unit Agreer{gqpt - Cromer Unit No. 1
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UNIT OPERATING AGREEMENT

CROMER UNIT NO. 1

WHEREAS the Partieas own Working interests in the Unitized Zone and desire to conduct Unit Operations;

NOW THEREFORE in consideration of the covenants hersin contained, the Parties agres as follows:

ARTICLE |
DEFINITIONS

107.  Definitions
Unisss otherwise defined herein, the definitions in the Unit Agresment are adopted. In addition, in this

agreement:
(a}

{b}
{c)

{d)

)

(@)

()

i}

Ul

(k)

"Affiliate Corporation” means a corporation fulfilling one of the following requirementa:
i} Parties, one of which controls the other; or
i) two {2} or more Parties, both or all of which are controlled by the same corporation.

For the purposes hersin, "controis™ or "controlled™ means control in any manner that resuits in control in
fact, whether directly through the ownership of shares, or indirectly through a trust, a contract, the
ownership of shares of any othsr body corporate or otherwiss;

"Commencemant Date™ means the time and date referred to in Articie XVII;

"Controllable Matetigls™ means Material which at the time is so ciassified in the Controllable Material
Price Catalogue as most racently recommended by the Petroleum Accountants Socisty of Canada;

"Joint Account™ means the account established and maintained by Unit Operator pursuant to Article Xli;
and "for the Joint Acooynt”™ means for the benefit and risk and at the expense of the Parties in
accordance with their Unit Participation;

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

"Qpeorating Committee™ means the committee, composed of duly authorized representatives of each of
the Partios established pursuant to Article IV;

"Unit Agreement” means the agresment entitled "Unit Agresment - Cromer Unit No. 1";

"Unit Facilities™ means all real and personal property of avery kind, nsture and description {excepting
Unitized Substances, the Unitized Zone, rental equipment, and Unit Cperator's solely owned equipment)
in the possession of the Unit Cperator pursuant to this agreament;

"Unit Operations” means any operations authorized and provided for in the Unit Agresment and this
agreement, or either of the, for or in respect of the development and operation of the Unitized Zone for
the production of Unitized Substances;

"Unit Participation" of a Party means the sum of the Party's share of Tract Participation which is the
percentage of interest as set forth in Exhibit "D";

*Unit Weil” means a well listed in Exhibit "E” and any well drilled or acquired for the Joint Account.

ARTICLE 1l
CONFIRMATION OF UNIT AGREEMENT

201.  Confirmation of Unit Agreement

The Unit Agresment is ratified and confirmed. In the event of any conflict between the Unit Agresment and
this agresment, the Unit Agreement shall prevail. With respect to all matters not specifically provided for in this
agresmant, the relevant provisions of the Unit Agreement shall apply mutatis mutandis.

Unit Operating Agreement: Cromer Unit No. 1
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ARTICLE Il
EXHIBITS

301. Exhibits Incorporated
Exhibits "A", "B"” and "C" of the Unit Agreemsnt are incorporated in this agresment by this reference.

302.  Exhibits Attached
The following exhibits are attached to and incorporated in this agresment:
(a)  Exhibit "D" which is a list of the Parties and their raspactive Unit Participation;
{b)  Exhibit "E" which is a list of the Unit Wells;.
(c)  Exhibit "F" which is the Accounting Procedure;
{d} Exhibit "G" which is the Insurance Requirements.

303.  Revisions and Correclions

Whenever Exhibits "A" and "B” are revised or correoted, corresponding revisions or corrections of Exhibits "D
and "E" shall bs made with conourrent effect. Exhibit "E" shall sisc be revised as required to reflect additions or
deletions of Unit Wells. A revision shall bs effactive on the first day of the month following its preparation or on such
other date as may be specified by the Operating Cornmittes.

304.  Supplying of Exhibite

Each time that an exhibit is revised or corrected pursuant to this agreemant, the Unit Operator shall supply
each Party with s copy of the revised exhibit.

305.  Gonflicts
If a provision of an exhibit confliats with a provision in the body hereof, the latter shall prevail.

ARTICLE v
SUPERVISION AND CONTROL OF UNIT OPERATIONS

401.  Operating Committes

The Parties shall supervise and control Unit Operations through an Operating Comimittes composed of their
duly appointed representstives. Each Party shall as soon as possible notify Unit Operator of the name and address of its
represantativa and one or more alternate repressntatives who are authotized to represent and bind the Party with
respact to Unit Gperations. A Party may change any of its representstives from time to time by notice to Unit Operator.
Two or more Partiss may appoint the same person as their representative who shall cast a separate vote for sach of hie
principals.

402.  Chsirman
The representativa of Unit Opaerator shall be Chairman of the Operating Committes.

403.  Mestings

The Operating Comimittes shall hold mestings whenever called by Unit Operator, of if there is no Unit
Opsrator, by Parties having Unit Participation totaling ten percent (10%) or mare. Unit Operator may call mestings at
any tima on its own motion, and shail call meetings whenever requasted to do 8¢ by representatives of any two Working
Interest Owners. Unless the representatives of all Parties In writing waive their right 1o notice, at least ten {10} calendar
days' notice of sach meeting shall be given to the Parties, with an agenda attached. Reasonable details of matters on
the agenda involving proposed expenditures and oniargements of the Unit Area shall be given. Matters not on the
agenda may be voted upon only if the representatives of ali Parties, whether or not present at the mesting, unanimously
agree.
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404.  Voting Procedure

The repressntatives of the Parties shall determine all matters properly coming before the Operating Committee
as follows:

{a) Vgting Interegt. Except as otherwise provided in this Clause and Clause 408, in voung 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 entitiad to one vote representing their entire
combined interest.

(b} V¥Yoto Roawired - Generally. Except as otherwise provided in this agresment, the Operating Committes
shall determine matters by the affirmative vote of two {2) or more Parties having voting interests totaling
sighty peroent (80%) or more, but if a Party having a voting interest of more than twenty percent (20%)
is the only one voting negatively, the matter shall bs carried even though the voting interest of the
Parties voting affirmatively total less than eighty percent (80%).

e} WV uired - ial

i) Removal of Unit Qperator. Unit Operator may be removed by the affirmative vote of three {3) or
more Parties having voting interests totsling ninety percent (90%) or more of the total of the voting
interests of all the Parties axcept Unit Opsrator, but for the purposss hareof Subclause (o) of this
Clauss shall not apply;

i) Qualification of Tracts. Matters in respect of the qualification of Tracts for inclusion in the Unit
Area shail be determined by the sffirmative vote of thres (3) or more Parties having voting interests
totaling ninety percent {80%)} or mors;

il Enlargement of Unit Arpa. Matters in respect of the snlargement of the Unit Area shall be
determined by the affirnative vote of three {3) or more Parties having voting interests totaling
ninety parcent {30%) or more;

ivi  Amendment or Repiacement of Rxhibit "F” or "G". Exhibits "F" and "G" may be amendad or
repiaced by the affirmative vote of three (3} or more Parties having voting interests totalling ninety
percant (90%) or more, but if a Party having a voting interest of ten parcent (10%)} or more is the
only one voting negatively, the motion shall be carried even though the voting interests of the
Parties voting affirmatively total less than ninety percent (90%);

vl Temminaticn. The Unit Agreement, pursuant to the provisions thareof, and this agresment, may be
torminated by the affirmative vote of thres {3} or more Parties having voting interssts totaling
ninety percent (30%) or more, but for purposes hereof Subclause (s) of this Clause shell not apply.

(d)  Vote by Notice
i) A Party not represented at a meeting may vote on any matter on the agenda by prior notice to Unit
Qperator;

ii}  Unit Operator may submit any matter, with reasonable details of any proposed expenditurs or
enlargement of the Unit Area, to each Party by mait baliot notice. Each Party shall by such notice
oast its vote with Unit Operator within fifteen (16) calendar days from the date of receipt of the
mail ballot notice. Such vote shall be binding uniess Unit Operator calls a meeting or is requested
to call & mesting pursuant to Cluuse 403 within five (5) calendar days from the receipt of mail
ballot notice. Unit Operator shall promptly notify sach Party of the result of a vote hereunder.

(e} FEailyre to Yote A Party who does not vote on any matter shall be desmed conclusively to have voted
affirmatively, but in recording the vote in the minutes, the Party shali be shown as having been present
and sbstained, been absent, or failed to vote pursuant to a mail ballot notics, as the case may be.

405.  |nitiel Voting Interest

Each Party shall, during the pericd from the Commencement Date until ninsty (90} cslendar days after the
Etfective Date, be deemed conclusively to have a voting interest equsl to the proportion, sxpressed as a psrcentage,
that its Unit Participaticn bears to the combined Unit Participation of the Partias, as sat forth in Exhibit "D".

406.  Minytes

Unit Cperator shall keep minutes of the proceedings of each mesting of the Operating Committee and a copy
thersof shall be forwarded to sach Party. The minutes shall include the names of the representatives present, the
Parties they represent and any formal action taken by the Operating Committess. Minutss shall be desmed to be correct
as distributed and binding on all Parties unless written notice of errors or omissions is received by Unit Operator within
thirty {30) calendar days after the date the minutss were desmed to be received by the Parties.
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407.  Parties Bound by Voting

A determination of a matter by the voting of Parties in accordance with this agresment shall be binding upon
ali the Parties.

ARTICLE V
RIGHTS AND POWERS OF THE OPERATING COMMITTEE

501.  Rights and Powers of the Quernting Cemmitiee

The Operating Committes shall have and exercise ail the rights and powers granted to the Working Interest
Owners by the Unit Agresment, exospt to the extent that oertain of the ssid rights and powers are by this agresment
specifically delegated to Unit Operator to be exercisad by Unit Operator subject to the ordars, directions and limitations
given or imposed by the Opersting Committee.

ARTICLE VI
INDIVIDUAL RIGHTS AND PRIVILEGES OF THE PARTIES
601.  Reservation of Rights

Except as otherwise provided in this agresment or the Uinit Agresment, each Party reserves to itself ali of its
rights, powars, authoritiss and privileges.

602.  Specific Rights
Each Party shall have:

(s} at the Party's sole risk and exponse, at all reasonable times within normal business hours upon notice to
Unit Operator, the right to inepect all records and data pertaining to Unit Cpaerations in the possession of
Unit Operator and the right of acoess to the Unit Area, to inspect Unit Operations and the Unit Facilities;

(b} 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
interference with Unit Operations. Esch Party who sxercises this right agrees to indemnify all other
Parties against sll actions, suits, claims, costs, loss, liability, demages and sxpenses that may be brought
ageinst or suffersd by them as a result of anything done pursuant or relative to the exercising of such
rights.

ARTICLE ViI
UNIT OPERATOR

701.  Unit Operatot

The Psrties harsby designate Tundra Oil and Gas Ltd. as the initial Unit Operator, and Tundra Qil and Gas Ltd.
hereby accepts such designation.

702. Resignation or Removal

Unit Operator may resign at any time by giving ninety (30) calendar days notice to the Parties. Unit Operator
may he removed by a vots of the Operating Committes in accordance with Clause 404(cHi). A Unit Operator who
resigns or is removed shall continue to have sll its rights, powers, duties and cbligations as Unit Operator hersunder
until 8:00 a.m. on the first day of the month immediately following the month in which the said period of ninsty (90)
caiendar 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
ceass to be Unit Operator.

703. 8i jon of §
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if Unit Operator resigns or is removed or csases to be Unit Opsrator, a successor Unit Operator shall forthwith
be designatad by the Operating Committes. In voting on the successor the departing Unit Oparator may not vots to
succead itself, nor may it vote in favour of any of its Affilistes as successor Unit Operator.

704.  Takeover by Sucoessor

Upon the effsctive time of resignation, removsl or cessation, the departing Unit Operator shall turn over to its
successor, of if no successor has been designated, to the Parties or to any one of them on behalf of all, control and
possession of all Unit Facliities, unit produotion on hand, documents, books, records and accounts (or copies thereof)
pertsining to the performance of its functions ae Unit Operator, together with all moniss held by it in its capacity as Unit
Operator. !f the title to any real property included in the Unit Faollities is hald in its name, it shall continue to hold such
property in trust for the Parties uniess otherwise dirested by the Opsrating Committes. Upon the date Unit Operations
are tsken over by the successor Unit Operastor, the departing Unit Operator shal be relessed and discharged from the
successor , Unit Operator shali assume sll duties and obligations of Unit Operstor; provided howsver that the departing
Unit Operator shall continue to ba liabie for any and sil unsatisfied duties and cbligations of the departing Unit Operator
which arose prior to the sffective date the successor Unit Operator took over the Unit Operations.

705, Audit Ypon Change of Unit Qoerator

Within sixty (80) calendar days of the sffective time of Unit Operator's resignation, removal or cessation as
Unit Operator, the Unit Operating Committes shall causs an audit to be made of tha records of the departing Unit
Oparator, the cost of which shall be for the Joint Account.

706.  No Assignment of Operating Rights

Except as authorized by the Operating Committes, Unit Operator shall not assign its operating rights or
obligations under this agreement.

ARTICLE VI
PERFORMANCE BY UNIT OPERATOR

801.  Statys

Unit Operator shail, in 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, Dutios and Obiigstions

Subject to this agresment and the Unit Agresment and to any orders, directions aid limitations given or
imposed by the Operating Conmwnittee or by regulatory bodies having jurisdiction, Unit Operator shadl conduct or cause to
be conducted all Unit Operations. Without limiting the ganerality of the foregoing, Unit Operator shall:

{a) make all necessary reports relating to Unit Operations to the appropriate governmental agenocy;

(b} keep true and correct books, accounts and records of the Unit Operations and furnish to each Party on
or before the thirtieth {30th) day of sach calendar month a statement of the amount of Unitized
Substances produced and the sales and inventory of such production in the preceding calendar month
and such other data and information as the Opsrating Committse 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;

(d) furnish to sach Party such reports of Unit Operations as the Operating Cormmittae may direct and consult
with the Operating Committee and keep the Parties advised of all matters arising in connsction with Unit
Oparations which Unit Operator considers important;

(&) conduct all Unit Operations in a good and workmanlike manner, in accordance with good oil and gas field
practices and in accordance with all applicable laws, orders, rules, and regulations;

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

(@) comply and require its contractors to comply with The Workers' Compensation Act and carry and require
its contractors to carry, with respsct to Unit Operations, such liability insurance for the benefit of the
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Partios 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 shail determine if the
Party's insurance polioy contsins & waiver on the part of the insurance oarrier of all rights, but
subrogstion or otherwise, against any Party not named as an insured in the polioy; and

{h) let contracts for portions of Unit Operations on a compstitive basis, but Unit Operator may use its own
facilitias and squipment for such operations and charge for usage thereof in accordance with paragraph
205 of Exhibit "F".

in the absence of any specific instruction from the Operating Committes, Unit Operator shall conduct, or causs
to be conducted, such Unit Operations as would a prudent operator under ths same or similar circumstances.

803.  Emplovees

The number, selection, hours of labour and remuneration of employess used by Unit Operator in conducting
Unit Operations shall be determined by Unit Operator. Such employees shall be the empioyees solely of Unit Operator.

804.  Expenditures

Unit Operator shall not make or incur sny sxpenditure for the Joint Acoount, other than an operating or
maintenance expenditure sllowed by an approved forecast, without the approval of the Opsrating Committes excspt as
set out in paragraph 217 of Exhibit "F".

ARTICLE IX
LIABILITIES AND OBLIGATIONS

801.  Lishility of Unit Operator

Unit Operator, its servents, agents or employees, shall not be lisble to the other Parties for any loss or damage
suffered by the Partise resulting or arsing from Unit Operations except when and to the extent that such loss or damage
resuits from the gross negligence or wiltful or wanton misconduct of Unit Opsrator, its servants, agents or empioyeses.
Each Party in the propertion of its Unit Participation indemnifies and agreas to hold harmiess Unit Operator, ite servamts,
agents and smployess sgeinet any claim of, or lisbility to, any third person resulting from scts or omissions of Unit
Opserator, ite servants, agents of empioysss in respect of Unit Operations, except when and to the extent that such
claim or liability results from the gross negligence or willful or wanton misconduct of Unit Operator, its servants, agents
or employsss. For the purposes of this Clause, an act of omission of Unit Operator, its servants, agents or employees,
shall not be desmed gress negligence or willful or wanton misconduct if such act of omission is done or omitted
pursuant to the instructions of, or with the concurrence of, the Operating Committes,

902.  Taxps, Rentais and Rovaities

Each Party shall pay of be responsible for the payment of sl taxes (other than the Goods and Services Tax
which i provided for in paragraph 208 of Exhibit "F" and taxes on Unit Facilities which shall be paid by Unit Operator
for the Joint Account), rentals and royaities applicable to the Party’s Working Interest in the respective Tracts and shall
indemnify and save harmiess ali other parties from all claims, suits, loss, costs, expsnses and demages paid or incurred
by them as a result of its fallure 1o do so.

ARTICLE X
UNIT FACILITIES

1001,  Delivery of Wells and Eouipment

Upon the Effective Date sach Party shall deliver to Unit Operator the exclusive use and possession of such
Party's interest in:

{a) alt Unit Wells together with all casing therein; and

{b) &l tubing, wellsite and other operating equipment used in the operation of the Unit Wells which the
Operating Committes determines is necessary or desirable for conducting Unit Operations, except
warshouses, leased houses, camps, office buildings and automobiles and other service equipment.
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1002.  Deiivery of Regords

Upon the Effective Dste each Party shell 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.  Testing of Unit Weils

If, by a test conducted by Unit Operator within ninety {90} days after the Effective Date, any Unit Well is found
by Unit Operstor not to be in sound working condition, the Party delivering it shali bear the sntire cost and risk of
putting it in sound working condition; provided that if a Party disagreas with Unit Operator's finding, the matter shall be
finally decided by the Operating Committes. Either the Party shall suthorize Unit Operator to ostry out the remedial
work on its behalf, or tha Operating Committes shall detarmine how and by whom the work shall be carried out ot the
amount that, in lieu of the work baing carried out, shall be paid by the Party to Unit Operator for the Joint Account. All
costs inourred by Unit Operator hersunder, or the amount to be paid by the Party in liesu thereof, shall be deemad
conclusively to be amounts owing by the Party within the meaning of Article Xil.

If, within ninety {90) days after the Effective Date, Unit Oparstor detsrmines that a Unit Well doss not have
adequats wellsite and other operating squipment, the Party defivering it shall bear the entire cost and risk of providing
and installing adequate wallsite and other operating equipment; provided that if a Party disagrees with Unit Operator's
decision, the matter shall be finally decided by the Operating Committes. Either the Party shall suthorize Unit Opaerator
to provide and install the necessary equipment on its behalf or the Operating Committes shall determine who shall
provide and install the equipment or the amount that, in lieu of the squipment being provided and installed, shall be paid
by the party to Unit Operator for the Joint Acoount. Al costs incurred by Unit Operator hersunder or the amount to be
paid by the Party in lisu thereof, shall be deemed conclusively to be amounts owing by the Party within the meaning of
Article XIi.

1005. Representation and indemnity

Each Party reprasents that it owns or has the right to deliver the Unit Facilities which it delivers pursuant to
Clause 1001, and sach Party indemnifies and agress to hold harmiess the other Parties from any and &l liability, loss,
cost or damage sustained by them and resulting from fallure of or deficiency in its title to the Unit Facilities which it so
delivers.

1006,  Agreements for Use of Facilitise

With the approval of the Operating Committss, Unit Operator may enter into agresments with any person to
operats facilities other than Unit Faoilities 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 persen, and all costs and expensas recovered or incurred
pursuant to ssid agresments shail be for the Joint Account.

ARTICLE XI
ADJUSTMENT OF INVESTMENT

1101, lnventory snd Eveluation

The Unit Operator has made a rough avaluation of such of the wellsite and other operating equipment delivered
to Unit Operator defined as Controllable Materisi and has concluded that sach of the Traots contributed have essentially
identicel squipment value. As a result, it is agreed that no further provision will be made for equalization of investment
among the Parties.

1102.  General Facilities

With the approval of the Oparating Committee, Unit Operator may anquire'w.rehousu, warshouse stocks,
lease houses, camps, office buildings and automobiles and other ssrvice equipment necessary for Unit Operations.

1103. Ownership of Facilities

Each Party shall own an undivided interest in the Unit Facilitiss that is squal to its Unit Participation,
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1104.  Adiustrnent on Failyre of Title

The Operating committee shali determine whether and the amount of any compansation that shall be payabie
by the other Parties to a Party whoss title to » Tract faile for such Party's undivided interest so lost in the Unit Facilities.

1106.  Pre-Unit Costs

With the approval of the Operating Committee any or all costs and expenses incurred prior to the Effective
Date that are directly related to sffecting unitization hersunder shall be for the Joint Account. Unit Operator estimates
that these cests, mainly engineering and design, will not excesd $30,000. Other costs of battery construction,
flowiines, injection facilities, et cetera are sxcluded from this estimate.

ARTICLE Xl
COSTS OF UNIT OPERATIONS

1201.  Basis of Charaes 1o Parties

Unit Operator shall set up and maintain a Joint Acoount and, except as otherwise provided in this agreement,
Unit Operator inltially shall pay and discharge all costs and expenses incurred for the Joint Account. The Parties shall
reimburss Unit Operator for all such costs and expenses in proportion to their respective Unit Participation.
Notwithstanding Clause 801 of tiw Unit Agresment or any other provision ocontained in either this agreemsnt or the Unit
Agresment, the Parties shall reimburse Unit Operator for all approved capital costs inourred by tha Unit Operator in
proportion to each Party's respeotive Unit Participation. All charges, credits and acoounting for costs and sxpsnses
shall be in accordence with Exhibit “F".

1202.  Forecasts

As soon as practicable after the Effective Dats, Unit Operator shall submit to the Cperating Committee a
forecast of proposed sxpenditures for Unit Operations for the remaindsr of the calendar year, and on or bafore the last
day of each Qotober thersafter shall submit to the Operating Committes such s forecast for the succeeding cslendar
year. Forscasts shall set forth the proposed sxpenditures by quarterly periods, showing the capital items separately.
The Operating Commities may approve a foresast or any portion thereof or it may conditionally approve any proposed
sxpenditure or it may inetruot Unit Operator to reviss a forscast or any portion thereof. A copy of sach forecast and
revised forecast shall be prompaly furnished to each Party. Apprevsl of a forecast by the Operating Comumittes shall
constitute approval of ali operating and maeintenance axpenditures set forth therein but shall not constitute approval of
any single capital expenditure the total estimated cost of which is in excess of the amount specified in or datermined
pursuant to paragraph 217 of Exhibit "F". All capital expanditures in excess of the amount specified in Exhibit "F" set
forth in a forecast shall be approved in accordance with Clauss 404 of this agresment.

1203. Advance Billings for Capital items

Unit Operator may submit to each Party on or before the fiftesnth (15th} day of any calenda: month a
reasonably detsiled estimate of approved capital items for the sucoesding calendar month with a request for payment in
advance. Each Party shall pay Unit Operator its share thereof within thirty (30) days after recsipt of such request or by
the fifteenth (15th} day of the month for which the advance is requested, whichever ia later. LUnit Opsrator's monthly
billings shall reflect credit for any advances and an differences between actual costs and expsnses and asmounts
advanced will be adjusted as required. Any amounts advanced by a Party hereunder and then not required 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 month to which such advances
applied; folowing which any amount not so refunded may, at that Party's option, bear intarest (payable by Operator for
the account of the Party) at the rate provided for in Clause 1207 from the day such refund is due untit it is paid.

1204. Operating Fund

Unit Oparator may by notice require the Parties to advance for an operating fund their respective proportions
of one-twelfth (1/12th) of the expenditures, other than expenditures for capital items, proposed for a calendar year in
an approved forecast. Within thirty (30) days after reveipt of such request each Party shall pay Unit Operator its share
thereof, After the establishmaent of the operating fund, each Party shall remit its share of actual costs and expenses in
accordance with Clause 1205, thus maintaining the operating fund intact. The amount of the operating fund may be
increased or docreased at the direction of the Operating Committes, who shall reviow the matter annually or whenaver
requested by a Party.
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Net Billing - i under this Agresment, revenues are received and distributed to the Parties by the Unit Qperator
through a net billing, then notwithstanding the provisions of Clause 1204, Unit Operator shall not request advances for
operating funds from the Parties.

1205, Hequlsr Dillings and Pavments

Unit Operator shall bili sach Party on or before the last day of each month for its share of charges recorded
during the preceding calendar month in accordance with Exhibit "F". Each Party shall pay all such bills within thirty (30)
calendar days after recsipt.

1208. Commingling of Funds

Unit Operator may commingle funds received by it hareunder with its own funds and with other funds in its
possession. Any such commingiing shall be for administrative convenisnce only, and Unit Operator shall hold alt funds
received by it under this Agresment in trust for the Partiss; and moniess advanced or paid to Uinit Operator by or for a
Party shall ba applied only to their intended use and shall in no way be desmaed to be funds belonging to Unit Opsrator
other than in its capacity as the Party's trustes.

1207.  Unit Operator's Remediss

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 ohartered bank in Canada used by the
Unit Operator plus two peroent (2%} per annum ocompounded monthly. The interest shail be for the Unit Operator’s sole
acoount uniess the costs and expenses for which the bili was submitted were met by other Parties, pursuant to Clause
1208, in which svent the interest shall be for the Parties contributing. Further, Unit Operator may, after notice of
nonpayment and while the bill remains unpaid, without limiting Unit Operator's other rights at law, exercisa any or all of
the following remedies:

{(a)  set off against the amount unpaid, sums due or accruing to the Party from Unit Opsrator hereunder or
any other source;

{b} by notice accompanied by a copy of this agresment to any purchaser of the defaulting Party's share of
produotion, require such purchaser to pay to Unit Operator the procesds of such production which shall
be applied towards payment of the mmount unpaid and Unit Operator is hereby constituted irrevocably
the sttornay of the Party for the purpose of executing the instruments necessary to sffect an assignment
of such prooeeds.

Books and records kept by Unit Operator with respect to Unit Operations shall constitute conclusive proof of the
existence or nonexistence of any default, subject, however, to all rights of inspection, verification and audit provided in
this agresment. The axercise of ths rights granted in this Clause shall not relieve a defaulting Party from its obligations
to pay roysity ourrantly, as provided elsewhers in this agresment.

1208. Gontribution by Partes

i Unit Operator has not received full payment of a Party's share of tha costs and expenses of Unit Operations
within ninety (80} days following the date when payment was due, each of the other Partiss shell, upon being billed
therefora by Unit Operator, contribute a fraction of the unpaid smount, excluding interest thereon, having as its
numerator the Party's Unit Participstion and as its denominator the aggregate of the Unit Participation of all of the
Parties exclusive of the Unit Participation of the defaulting Party; end thereupon each Party so contributing shall be
proportionately subrogated to Unit Operator's rights pursuant to Clause 1207.

ARTICLE XHI
OIL IN LEASE TANKAGE AND OVERPRODUCTION AS OF THE EFFECTIVE DATE
1301 . Gauge of Merchantable Qil

Unit Opsrator shall gauge all leass and other tanks delivered to it to ascertain the amount of merchantable oil
in them as of the Effective Dats. If any well producing into them has made mors than its cumulativa sllowable
production of oil from the proposed Unitized Zone as sat 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 aforessid, the
oil in the tanks shall remain at risk of and be the property of the persons owning it prior to the Effective Date, and upon
raquest shali be delivered in kind to them, ot in the absance of their request, shall be soid by Unit Operator for their
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account. For the purpose of this Clause "merchantable oil” shali mean crude oil above the base of sale line or outlet or
sbove one foot from the tank bottom whichever is lower.

1302. Quemroduction

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

1303.  No Aliowance for iinderbroduction
No allowance shalt be made to a Party for any underproduction of oil prior to the Effective Date

ARTICLE XIV
SURFACE RIGHTS
1401.  Sybmission of List to Unit Qperator

Asa soon as reasonably possible after executing this agreement, sach Party shall submit to Unit Operator a list
of ali sasemaents, right-of-ways, surface leases, rights of sntry and other surfece rights which it holds in connection with
its operations in the proposed Unit Area, together with particuiars thersof including rentals payable, if any.

1402. Surface Riohts Reguired for Unit Operations

Unit Operator shall, as scon as practicable after the receipt of sach of the aforesaid lists, advise in writing the
Party submitting the list whioh, if any, of its listed surface rights will be required for Unit Cperations. Subject to the
other provisions of this Article, sach Party shall continue to hold the surface rights so required and pay the applicable
rentais and bill Unit Operstor for the amount of rentais applicable to periods subssquent to the Effeoctive Date. Unit
Operator shall reimburse each Party for rentals so paid and the amounts thereof shall be for the Joint Account.
Notwithstanding the foregoing, sach Party holding surface rights required for Unit Oparations may, at any time at its
eloction, assign such surface rights to Unit Operator in accordance with Clause 1404.

1403.  Surface Rights Jointly Used

Where thera is a well or wells on a Tract in addition to a Unit Well, and surface rights are being used for
production jointly from one or more of such other weils and the Unit Well, the rentals applicable to the surface rights
shail be divided equally betwesan the wells with respect to which the surface rights are being jointly used, and Unit
Operator shall only be billed for the portion of such rentals which is spplicable to the production of Unitized Substances
from the Unit Wall. For the purpose of this Clause, a well producing from more than one formation shall be considered a
separate well for sach respective productive formation.

1404. Assignment of Surface Rights

Unit Opaerator may require that any surface rights which are being used solely for Unit Operations be assigned
10 it. Any such assignment shall, however, contain an express reservation to the assignor of the right at any time upon
request to use the assigned surface rights jointly with Unit Operator on the basis provided in Clause 1403. When the
assigned surface rights are no longer required, Unit Operator shall so notify the assignor who may require Unit Operator
to re-assign tho surface rights to the assignor. The provisiens of Clause 1406 shall apply, mutatis mutandis, in respect
of any surface rights which are the subject of a notice given under this Clause.

1406.  Surface Rights No Longer Reguired

Unit Operator may notify a Party that its surface rights or any of them are no longer required for Unit
Operations, but any such notice shail be given a least sixty {60} calendar days prior to the date on which notice of
surrender must be given to the surface owner or sixty {(80) days prior to the date of acorual of a rental obligation,
whichever is sooner. Unit Operator shall ciean up the surface to the satisfaction of any governmental body having
jurisdiction and to the reasonable satisfacticn of the owner and oocoupier thersof. After giving such notice Unit Operator
shall be relieved of its responsibility and liability with respect to the surfacs rights exoept any obligations slready
accrusd, and shall ba denied all bensfit with respect to the surface rights, and shail thereafter be held harmiess by the
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party holding them from responsibility and lisbility as to the surface rights, which shall not thereafter be subject to this
agresment,

1406.  Surface Rights tield in Feo Simple

Subject to any prior grant thereof, Unit Operator may use for Unit Operations any surfacs rights held in fes
simple by & Party upon payment to the Party of a rental commensurate with rentals paid for other like surface rights in
the Unit Area.

1407.  Acouieition of Additionsl Surface Rigints

Unit Operator may aoquire such additional surface rights as it desms necessary or desirable for Unit
Operations.

1408.  Sharing of Surface Rights

Notwithstanding the provisions of Clause 1008, Unit Operator may enter into agresments with any person for
the sharing of sny surfaoe rights and ail costs and expenses recovered or incurred by Unit Operator pursuant to such
agrasments shall be for the Joint Acoount.

ARTICLE XV
ABANDONMENT OF WELLS

1501.  Riahts of Former Owners

if the Operating Committee decides to plug and abandon permanently any Unit Well, Unit Operator shall give
notioe of this decision to the Party owning the Working interest in the Tract upon whioh the well is located. The Party
may elect by notice to Unit Operator within sixty (80) oslendar days, or forty-eight {(48) hours if a drilling rig is in place,
of recsipt of notice, 1o take over and own the weil and despen or plug it back to a formation other than the Unitized
Zone. Within ten (10) calendar days after the party has so elected it shall pay to Unit Operator for the Joint Account
the fair net salvage vaiue of the casing and equipment in and on the woell, as estimated and fixed by the Operating
committes, Unit Operator shall seal off the Unitized Zone in the well bafore handing it over to the Party and thersupon
Unit Cperator ahall be relieved of its responsibility and Kability with respect to the well, exospt sny obligations already
accrued, and shall ba denied alt benefit with respect to the well and shall thereafter be held harmiess by the party so
slacting from responsibiity and lability as to the well, which shall not thereaftsr bs subject to this agresment.

1502. Abandonment of Welis

If the party receiving a notice pursuant to Clause 1501 does not alect to take over the Unit Weil proposed for
abandonment, Unit Oparator shall abandon the Unit Well in accordance with applicable laws and regulations and the
cost of such abandonment shall be for the Joint Account.

1503.  Surfsce 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 sita to the satisfaction of any governmentsl body having jurisdiotion and to the reasonable
satisfaction of the owner or occupier thereof,

ARTICLE XVI
TERM OF AGREEMENT
1801. Term

This agreement is binding upon a psraon who executes and delivers a counterpart thersof to Linit Operator,
and that parson is hound by this agresment as of the time of such delivery. Subject to Article XVII, this agresment shall
remain in full force and effect while Unitized Substances ars produced or are capable of bsing produced from the
Unitized Zone in paying quantities and thereafter until all Unit Wells have been plugged snd abandoned, and the Unit
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Facilities have besn salvaged and the acoounts betwesn the parties have bsen 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 thareof to Unit Operstor, the Commencement Date for actions to be taken by the Parties to canry out the
purposss of this agreement in acoordance with its provisions shali be 8:00 a.m. on the day next following the day when
Unit Operator is satisfied that owners of Working Interests having Unit Participation totaling one hundred percent
{100%), as set forth in the original Exhibit "D" have become Parties. Unit Operator shall notify the Parties thereof. If
the unitization provided for in the Unit Agresment has not bacome sffactive within the time frame stated therein, this
Agresmnent shall thereupon terminats, |f this agresment so terminates, all expenditures made in anticipstion of the
unitization becoming effective shall be borne by the Parties in the proportion that the Unit Participation of sach bears to
the combinad Unit Participstion of sl the Parties.

ARTICLE XVHI
ABANDONMENT OF OPERATIONS

1801.  Right to Operate

The owner of the Working Interest in a Traot desiring to take over and continue to operste a Unit Weil located
therson may, upon the termination of this agresment, do so by paying Unit Operator for the Joint Acoount, the fair net
salvage value of the casing and equipment in and on the wall as estimated and fixed by the Operating Committes, and
by agresing to plug the well when it is finally abandoned.

1802.  Salvaging Wells

With respect 1o il wells not taken over for continued operations pursuant to Clause 1801, Unit Operator shali,
for the Joint Account, salvage as much of the casing and equipment in or on such welis as can economically and
ressonably be salvaged, and causs the walls to be propetly plugged and abandoned.

1803. Cost of Saivaging

The cost of salvaging, kiquidation 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 Worlr.ing interests of the Parties. Any Royalty Interest is governed solely by
the Unit Agrssment.

1902.  Execution Without Preiudice

The exsoution of this agresment 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 sucoseds to the title 1o a Working Interest in a Tract shall be bound by
this agreement with respect to such Working Interest.

1903. Lien on or Assignment of Produstion
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If any interest cf a Party in a Tract or Unitized Substances or the procseds or valus thersof is subject to & lien,
assignment of production or other encumbrance, the owner or holder of such lien, assignment or enoumbrance, by
ocneenting to this agresment in writing, agreas that such Nen, assignment or encumbrancs shali, from the Effective
Date, continus in sffect, but shall apply only to such interest as the same is amended, modified and atfected by this
agreement and the Unit Agresment, and shall be subject to such agreements with respect to the Party and to such
interest.

1904.  No Panitioning

A Party shall not resort to any sction for partition or sale in lieu of partition of the Unit Facilities or any lands
sffected by this agreement

1905.  No Sutrender Without Consent

A Party shall not surrender its Working Interest in a Tract without the prior consent of the Operating
Comemittee.

1806. Waivers

A waiver of any breach of a provision of this agreement shall nct be binding upon a Party uniess it is in writing
and signed and such waiver shall not affect » Party's rights with respect to any cother or futurs breach whether of a
similar or different nature.

1907.  Suits

A Party who is sued on an alleged cause of action arising out of Unit Operations shall forthwith notify svery
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 deouments as required in order fully to perform and carry out this agreement.

1909.  Resuiction on Dispositions

A Party shall not make any disposition of & Working Interest whioh does not include corresponding interest in
the Unit Facilities. No Working Interest shall be owned apart from a corresponding intersst in the Unit Facifities and vice
versa.

1910.  United States internal Revenue Provision

Esch Party agress that if for purposes of the United States Internsl Revenue Code of 1954 this agresment or
the relationship established thersby constitutes a partnership, as defined in Section 761({a)} of the said Code, sach Party,
who is entitied under the said Section 781(a) to slect, shall and doss hareby slect to have the sakd partnership sxcluded
from the aspplication of Subchapter X or Chapter 1 of Subtitle A of the said Cods, or such portion thersof as the
Secretary of the Tressury of the United States or his delegates shall parmit by slection to be exciuded therefrom. The
Unit Operator is suthorized to execute such slection on behalf of the parties who are entitied 1o make such election and
to file the eleotion with the proper United States governmaent office or agenoy, and Unit Operator is further suthorized
and directed 1o executs and file such additionsl and further evidence of such slection as may be raquired; provided that
it Unit Operator is not subject to the said Code with respect to the Unit Ares, the obligations of Unit Operstor under this
Clause shall be carried out by the Party hereto who is subject to the said Code with respect to the Unit Area and who
hoids the greatest Unit Partcipation.

1911.  Notiges and Communications

Al notioas or communications hereunder shall be in writing and in lieu of parsonsl service may be given or
made by prepaid telecormmunication or by maliing in a sesled and properly addressed snvelope with postage prepaid.
Notices or communications shali be deemed to have bsen received twelve (12) hours after the sending thereof in the
case of a telecommunication, and ninety-six (88) hours after the date of mailing in the case of mailing, in either case
exciuding Saturdays, Sundays and statutory holidays. The address appearing below the exscution of each Party shall be
tha 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 for any other Party.
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1912.  Enuring Clause

This agresment shall enure to the benefit of and be binding upon the Partiss and their respective heirs,
sxecutors, adeninistrators, sucoessors and sssigns.

1913.  Force Maleure

Neither Unit Operator nor any Party shall be desmaed to bs in default with respect to non-performance of its
obligations hereundar, other than financial, if and 0 long as its non-performance is dus, in whole or in part, to any
cause beyond its ressenable control, but lack of funds shall not be desmed to be a cause beyond a Party’s ressonabie
control. The performancs of such obligations shall bagin or be resumed within a ressonsble time after such cause has
been removed. Nothing hersin contained shall be conetrusd to require Unit Operator or any Party to settie any strike,
lookout or other difficuity by scceding against its judgment to the demands of opposing persons in any labour disputes.

Whare the performance of Unit Operator or of a Party is prevented or materially affected s foresaid, Unit
Operator or the Party affscted sheli give notice and ressonable full particulars thareof to the other parties within a
reasonable time after the coourrence of the cause relled upon, and shall use reasonable diligence to put itself agein in a
pesition to carry out its obligations hereunder.
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1914,  Exeoution in Counterpast

This agresment may be exectited in separate counterparts and all the executed countsrparts together shall
constitute one agreemant.

IN WITNESS WHEREOQOF the Parties have executed this agresment sach on the date shown below.

TUNDCRA OIL AND GAS LTD.

) M«M@&v\
‘514)%‘7 L7, /19K rij Cé;&:\u /i

ADDRESS FOR SERVICE:
1111 One Lombard Place
Winnipeg, MB R3B OX4

Execution Page forming part of the Unit Operating Agreement - Cromer Unit No. 1
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EXHIBIT 'D'
Attached to and made part of an Agreement Entitled
Unit Operating Agreement - Cromer Unit No. 1

List of parties and their raspective Unit Participation

Apdl 15, 1998
Unit
Participation
Party %
Tundra Ol and Gas Ltd. 100.00000
100.00000
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EXHIBIT 'E'

Attached to and made part of an Agreement Entitied
Unit Operating Agreement - Cromer Unit No. 1

LIST OF UNIT WELLS
April 15, 1908

Tundra Daly Prov.
Tundra Daly Prov.
Tundra Daly Prov.
Tundra Daly COM
Tundra et al Daly Prov.
Tundra Daly Prov.
Tundra Daly Prov.
Tundra et al Daly Prov. COM
Tundra ot al Daly COM
Tundra et al Daly COM
Tundra Daly

Unit Operating Agreement: Cromer Unit No. 1

RE 18-11-09-28 WPM
RE 12-12-08-28 WPM
RE 02-14-09-28 WPM
ADB-14-09-28 WPM
10-14-09-28 WPM
11-14-08-28 WPM

RE 13-14-09-28 WPM
14-14-09-28 WPM
02-23-09-28 WPM

RE 04-23-09-28 WPM
06-23-09-28 WPM
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EXHIBIT 'F
Attached to and made part of an Agresment Entitled
Unit Operating Agresment - Cromer Unit No. 1

ACCOUNTING PROCEDURE

ARTICLE |
GENERAL PROVISIONS

101, Defipitions

In this Accounting Procedure the following words and phrases shall have the following respsctive meanings,
namaly:

(a) “Agresment” means the Agresment to which this Accounting Procedure is Exhibit "F".

(b} "Complation Costs” means all expenditures incurred in prepasing a wall for the taking of production up to
and including the initial installation of tubing and the waelihead in and on a well but doss not include
"Equipping Costs™.

{c) "Construgtion Proiegt™ means any construction or inatallation undertaken for the Joint Account, including
sach subsequent addition thereto or alteration thereof or AFE'd replacemeant of Material thereon and
Equipping Costs of a well, but does not include Drilling. For purposes of Clause 302, each addition,
aiteration or replacemant hereunder wili be considersd as a ssparate Construction Project sxcept that
multiple projects of a similar nature being constructed under a single program will bs consolidated as a
single Construction Praject.

d) "Controlishie Materisl™ means Material which at tha time is so classified in the Controllable Material Price
Catalogue as most recently recommended by the Petroleum Accountants Society of Canada.

(s) “Diilling™ means the use of a rig and crew for the drilling, completing, production testing, capping,
piugging and sbandoning, despening, plugging back, redrilling or reconditioning of a well (sxcept routine
oleancut and purnp or rod puliing operations} or the converting of a well to a souroe, input, observation
or producing well, and inoludes Completion Costs but doss not include Equipping Costs,

{h "Eguipping Costs” of 2 well means all expenditures incurred beyond Completion Costs to acquire and
install equipmaent required to produce petroleum substancss from the wsll including pump (or other
artificial lift equipment), the acquisition and installation of flow lines and production tankage serving the
well and where necessary a heater, dehydrator or ather facility for the initial 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 system, plant or other common
facility which is or will bs operated pursuant to a separate agresment.

(g0 "Joint Acgount” means tha acoount showing the charges paid and oradits raceived as a result of the Unit
Operations and which are to be shared by the Parties in accordance with the terms of the Agresment.

{h) "Materipi means equipment or supplies acquired for use in the conduct of Unit Operations.
i} Condition "A™ means that which is new;

i)  Condition "B" means that which hes been used but is suitable for its original function without
reconditioning;

iii) Condition "C" means that which has besn 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
funetion;

ivl Condition "D" means that which is not suitable for its original function but is usesable for another
function;

v) Condition "E” means that which is junk.

{i) "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 which such Material could be
delivered, whichever is closer to the Unit Property. Tubuiar goods 50.8 mm (two inches) in diameter and
over shall be priced on » carload basis. Any cash discount that may be allowsd by a dealer shall not be
deducted in datermining New Price.

(). "Non-Operator™ means a Party to the Agresmant other than the Opaerator,
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k) 'W&W‘ means the committes established under Clause 401 of the Agresment.

i "Operation sod Maipanance™ means all operations other than Drilling and Construction Projects
conducted under the terms of the Agresment.

(m) "Qperator” means the Party designated to conduct Unit Operations.
{n} "Pamty" means a persont who is bound by the Agresment.

o) " " means the smployss whose primary function is the direct supervision of other
smployses and/or contract labour dirsctly smployed in a fisld cperating capacity.

(r) "Tschnicel Employee™ means the employse having special and specific engineering, geological or other
professional skills such as, but not iimited to engineers, geologists, geophysicists, tachnologists and
landmen whose primary function is the handling of specific operating conditions and problems for the
bansfit of the Unit Operation.

{9 "unit Progeriy" means all property subject 10 the Agreemeant.

102.  Statemaent and Billings

Oporator shalt bill Non-Operator on or bafors the last day of sach month for its proportionate share of the Joint
Acoount for the preceding month. Suoch bills shall be acoompanied by statements whioh identify the authority for
oxpenditure or lssse, or facility, and ali chatges and oredits, summarized by appropriate olassifications of investment and
axpense. hems of Controliable Matorial and unusual charges and credits shalt be identified and described in detall.

In the svent that revenus ssttiement statements are submitted by the Operator, sufficient volumetric, pricing
and revenus information by product shall be provided to snable the Nor-Oparator to correctly oalculate and record its
income and pay its obligations attached thereto.

103.  Paviments by Non-Qperators

Unless otherwise provided in the Agresmant, each Non-Operator shail pay all bills renderad under Clause 102
above within thirty (30) days of the issuing date of the bitils).

104.  Unpsid Accounts

If payment of any bill or request for advanoss is not made within the time stipulated in Clauses 103,104 and
105 the unpaid amount, bay at Operator’s eleotion, bear interest (payable by that Non-Operator) for the account of the
Operator at the rate of two parcent {2%} par annum highar than the sverage prime rate charged by the principal bank in
Canada used by the Operator during the period with respect to which such interest is payable.

105.  Right to Protest or Question Dilis

Payment of such bitls shali not prejudics the right of Non-Oparators to protest or question the correctness
thersof. Subject to the sxception noted in Clause 108, all statements rendered to Non-Operator during any calendar
year shall conclusively be prasumad to be true and correct after twenty-six (28) months following the end of any such
cslondar year, unisss within the said twenty six {26} month period, Non-Operator takes written exception tharsto and
makes olaim on Operator for adjustment. The provisions of this Clauss shall not prevent sdjustments resulting from
physical inventory of Controliable Material as provided for in Articls V, Inventoriss, of this Accounting Procedure. I
within the period referred to above, the Non-Operstor or Operator establishes that an errer in the Joint Acoount wxisting
in sald pericd also existed previous to the period, the Operatar shall adjust the Joint Account retroactively to the
inception of the error or to such other point in time as agresd upon. The adjustment shaill be subject to the Non-
Operator's right to audit.

106.  Audits

Cpaerator's books, soccounts and records relating to the oparations hereunder for a calendar year may be
audited with twenty-four (24} menths next following the ond of that year by:

(a}  An Audit Committes which shall be approved and appointed by the Operating Committee. The Operating
Committee shall set the rates for remuneration and expenses, and costs of such audit shall be borne by
all Non-Operators excspt the Operator, provided that, for the purposes of this paragraph 106, ths term
"Operator” shail include any sffiliate aorporation of Operater which is a Party to the Agraement; or,

(b} Non-Operator shali give 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.
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Each audit shall be conducted so as to cause a minimum 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 audit. Operator shali respond to any olaims of disarepancies within six (8} months of receipt of such claims, and
the Joint Account shall be corrscted to reflect the audit exceptions which have been rescived. An audit report shall be
submitted to the Operator within two (2) months of the Operstor's response. Unresolved exceptions contained in the
sudit report shall be submitted by the Operator to the Operating Comnittes for final resclution by vots pursuant to the
agresment within six {8} menths of recsipt by Operator. The Joint Acoount shall be corrected to reflect the audit
sxceptions resolved by vote of the Operating Committes.

107 Asset Rogords

The Operatar shall maintain detsiled asset records of Controllable Material in such a manner as to enable an
effective reconcilistion of any physical inventory with the Joint Account.

108.  Approvals

Where the approval of the Operating Committes is required in this Accounting Procedure, spproval by the
Operating Comwittas pursuant to the Agresment shall be binding on all Parties. In the sbsence of provisions in the
Agreament, approval shall be cbtained by Opstator in writing from two (2) or more Patties having interests in the Unit
Property totaling sighty percent {80%) or more. Each Party shall by notice cast its vote with the Operater fourtesn 4
days from recsipt of request for spproval and a Party who does not vots on any matter shall be desmed conolusively 10
have voted affirmatively.

109. Rates

All rates set forth in this Accounting Procedure may be amendad from time to time in accordance with
Clause 108.

ARTICLE 1|
CHARGES
Operator shall charge the Joint Acccunt with the following items:

201.  Rentsls end Qther Payments

Aoquisition and bonus costs, lease, license or permit deposits, rentals, renewal or extension fees, royaities,
and other similar payments required to maintain the interest of the Parties in the Unit Property.

202.  Labour and Automotive
For Operator's smpioysaes and vehicles:

{s} fisld supervision (drilling, completions, workovers and production)
s 8400 per day

(b} construction supsrvision
e« 4350.00 per day

{c) professional sarvices (engineering, geoclogy, land)
¢ $450.00 per day

{d) field operations {including vehicle)
e $225.00 per producing well month
o  $20.00 per hour (extra work)

{e} mileage
s $0.30 per kilometer

All costs under Clause 202 for services not directly provided at the Unit focation require the approval of the
Operating Committee prior to charging the Joint Account,
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203.  Travel and Moving

{a) Costs of personnel transfors and personal sxpense for the required staffing of the Unit Property, and
subsequent repiscements when such replacsments are not for the primary benefit of the Operator.
Suoch costs shall include transportation of empioyee, spouss and dependents and their personal and
household effects and ali other relocation costs in accordance with Operator's normal reimbursement
policy.

{b) Costs of traveling and personsl expenses to and from and within the Unit Property for those
smployses whoss salaries and wages are chargeabls to the Joint Account.

{c) Costs of traveling and personal sxpanses to and from locations other than the Unit Property on behaif
of Unit Operator for employses whose saisries and wages are chargeable to the Joint Account.

204.  Material

Material purchased or furnished by Cperator for use in the Unit Operations as provided under Article IV
including transportation cost thereof. So far as it is ressonably practicable and consistent with efficient and economical
operation only such Materisl shall be purchased for or transferred to the Unit Property as may be required for the
conduct of approved Unit Operations.

205.  Services

(a) Services relative to the Unit Operstions incurred under contracts entered into by Operator with
contractors or as agresd upon by the Operating Committes.

()  Professional consuitants for geological wellsite and drilling supervision. Other professional consultants
services only with approval of the Operating Cornmittes.

{¢) Contract services reisted to chart reading or computer services, with approval of the Operating
Committes. Charges shall not sxcesd commarcial rates.

(d)  Utilities and other services provided by outside sources including transportation costs thereof.

(e} Operator may charge for use of Operstor's owned or leased facilities and equipment at rates, not
sxoeeding those availabls in the immediate area for available ke facilittes arnd equipment.

2068.  Damages and Losses to Unit Property

Repair or raplscemaent of Unit Property made necessary because of damages or losses incurred by fire, flood,
storm, theft, accident or other causes, Operator shell furnish Non-Operators written notice of dsmages or losses
incurred as soon as practicable after the damage or lass has been discovered.

207.  Surtsco Rights snd Legel Services

Acquisition or renswal of surface rights and periodic rentals and reiated legal services for title work. Fees and
related expenses associsted with other legal services mey be charged only with the approval of the Operating
Committee. :

208. Taxes

Taxes paid for the Joint Account and with respect to the Goods and Services Tax (GST), the Parties hareby
authotize Unit Dparator, on their behalf, to make such joint election or elections aa are required under Section 273 of
the Excise Tax Aot (Canadal as smended. The Parties shall bs bound by any such slection or siections, when made, for
the duration of the term cof this Agresment.

209. Inpurgnee
(s} Insurance premiums requirad to be paid for the Joint Acoount.
(b} Any deductibls or uninsured loss under any policy of insurance required to be carried by Operator.
{c}  That portion of any claim in excess of limits of insurance coverage required to be carried by Opaerator.

{d) "Self-Insurance™ premium equivalents for coverage as detailed in the insurance schedule are chargeable
to the Joint Account. Al "self-insurance” must comply with Federal and Provincial regulations.
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210.  Comwnuniostions

Communication squipment located on the Unit Property and outgoing communications incurred by Operator
directly for the Unit Property. Rentsl or ownership and any other related costs of operating mobile transmitter/receiver
equipment in vehicles directly servicing the Unit Property. Other communication services as agresd upon by the
Operating Committes.

211, Camp sl Housing

Operation and maintenance of ali necessary camp and housing facilities for, and boarding of, employess whose
salaries and wages are for the Joint Account provided that the charges for Operator's owned or leased facilities shall be
commensurasts with the costs of ownership, leasing, and operation thereof, inoluding deprecistion and interest on
depreciated investment, less any revenue therefrom. The annual interest rate on investment shall not exceed the prime
bank rate of the principsl bank in Canada used by the Operator plus one percent (1%) determined at the beginning of
sach year. When oparations in addition to Unit Operations are served by thess facilities, the charge for such facilities
shall be apportioned among sl such operations on an squitable basis.

212.  Cepteal Production Contrgl

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

{b) Electronic/oomputerized gas chart reading and other computer usage shall not be charged to the Joint
Acoount, uniess approved by the Cpersting Commities.

213.  Ecologicel snd Environmentsl

The cost of mesting requirements, whether statutory or othsrwise, relating to the ecology or environment of
the Unit Property. Costs of reiated studies shall be subject to the approval of the Operating Committes.

214, Auydit of Contract Sefvices

With prior approval of the Operating Committes, the cost of the audits of contract services shall be for the
Joint Acoount. To the extent that the Operator performs and charges the Joint Account for such sudits, it is agreed
that Operator's Auditor's working papers and findings will be available for inspsction and inquiring by Non-Operators.

215.  Warehouse Handling

(a) If a warehouse is not maintained as part of the Unit Property, Opsrator may charge as follows for
Material delivered from the Operator's warshouss:

i Two and one-half perosnt {2} %) of the cost of tubular goods 50.8 mm (two inches} in diameter
and over, and each other item of Material having & New Price in excess of five thousand dolisrs
{45,000) deliversd from Operator's warehcuse and two percent (2%) of the cost of all other
Material deliversd from Operstor's warehouse.

(b}  Costs of maintaining warehousss which are part of the Unit Property.

216.  Qther Costs

Costs for which provision is not atherwise made within the Agresment or this Accounting Procedure, as
agreed upon by the Operating Committee.

217.  Limits to Expendityres

{a} An expenditure for any undertaking, the total estimated cost of which is not in excess of twenty-five
thousand dolisrs ($25,00C);

b) Expondiwrol which it deems necessary in emergencies to protect lives or property, but if it makes any
said expenditurs it promptly shall advise the Operating Committee; and,

{c) Expenditures not in excess of ten thousand dollars {$10,000} for full settlement of each damage claim
resulting or arising from Unit Operations, other than thosa claims for which insurance has been provided
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in Exhibit "G". Operator will furnish notice of damage or loss to aach Party as soon as possible after
notice of damage or ioss has besn received by Operator.

ARTICLE Hi
OVERHEAD

301.  inshie Artiole lii

(a) "Cest” means total expenditures desoriced in Article |} (excluding those expenditures referred to in
Clauss 201 snd expenzes of litigation, judgments, settement of olsims, salvage credits for Material
retirsd and the value of injected substances purchasad for enhanced recovery) incurred in conducting
Unit Operations.

(b} "Qverhaad"” means the cost to Operator of salaries, wages, smployee benaefits and all other expsnses of
empioyses and the cost of maintaining and operating all offices, camps, housing and other facilitiss other
than thoss costs ooversd in Article i - Charges hereof.

Notwithstanding anything to the contrary contained in this Articie #l, it is specifically understood that any cash
payments, incentives, grants, credits, waivers, sxemptions, abatemaents or other bensfits received by or available to the
Operator from any governmental source pursuant to the Joint Account, shall not be taken into account when calculating
any of the items set forth in Clause 302 of this Articie IlI.

302, Overhead Rates

Notwithstanding that the actual Overhsad may be greater or less, Operator shall charge the Joint Account for
Overhead as follows:

(s} For Each Drilling Well
{H) 3% of tha first $560,000 of Cost plus
{2) 2% of the next $100,000 of Cost plus
(3) 1% of Cost exoeeding the sum of (1) and (2)

{b) For each Comatruction Project
(1) 5% of the first $50,000 of Cost plus
(2) 3% of the next $100,000 of Cost plus
(3) 1% of Cost exceeding the sum of (1) and (2)

{o} For Operation and Maintenance

$250 per producing well par month and per battery site. For this purpose a "Producing Well" means a

wall for the Joint Aoccount that in a Calendar month:

0] is equipped for and is capable of producing orude oil; or

() is connected to a permanent gas sales outiet source of injection system; or

{iiiy is used as an injection, source or dispesal wsll; and injection, sourge or disposal well shall be
active during at isast one {1) day of the manth; and a temporarily shut-in oil or gas well shall not
ba charged for overhead longer the three (3} consscutive months after being shut-in;

provided that a well that is Drilling during the entire month or is permanently shut-in and awaiting
sbandonment shall not be considered a Producing Well, and a well comploted in more than one (1)
zons for segregated production shall ba considered a separste Producing Well for each such zone.

ARTICLE IV
PRICING OF UNIT MATERIAL PURCHASES, TRANSFERS & DISPOSITIONS

Operator shell make proper and timely charges and credits for all Material movements affecting the Unit
Property. Operator shall provide ail Material for uss on the Unit Property; howaver, at Cperator's option such Material
may be supplisd by Non-Oparator. Operator shall make timely disposition of idie and/or surplus Material, either through
sale to Operator or Non-Opeeator, 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 which is greater than twenty-five thousand dolinrs ($25,000) shai! be subject to spprovai by the Operating
Committse. Al other disposals of Materisl shall be at the discretion of the Operator provided that any sales shall be
priced in acoordance with Clauss 402,

401. Purchases
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Material purchased shall be charged at the price paid by Operator after deduction of ail disoounts received.
Credit for Material returned to vendor shall be for the Joint Account when adjustment has bsen received by the
Operator.

402.  Transfors arxd Dispositione

Material furnished to the Unit Propenty and Material transferred from the Unit Property or dispossd of by the
Operator, uniess othetwiss agresd to by the Operating Committes, shall be priced on the following basis exclusive of
cash discounts.

{a)  New Matetial (Condition A)

Condition A or new material inciuding tubular goods, shall be priced at the New Price in effect on date
of movement.

b}  Good Usad Material (Condition B)
{1) Condition B Material moved to the Unit Property at seventy-five parcent {75%) of New Price
{2) Condition B Material moved from the Unit Proparty:

{i At seventy-five percent (76%) of New Prioe if Material was originally for the Joint
Account ss Condition A Material; or

(@) At sixty-five percent (65%) of New Price if Material was originally for the Joint
Account as good used Matenial at seventy-five (75%) of New Price.

¢}  Other Used Material (Conditions C, D, and E)
(1) Condition C Matesial shall be priced at fifty percent (50%) of New Price.

(2) Condition D Material shall be priced at a value commensurate with its use or at prevailing
prices.

{3) Condition E Material shall be priced at salvage value.

ARTICLE V
INVENTORIES

501.  Periodic inventory

Periodic irventaries of the Joint Acoount controllable Materisl shall be taken by the Opaerator at five (5} year
intarvals or as otherwise approved by the Operating Committes.

§02. Notige

Written notice of the Operator’s intention 1o conduct a periodic inventory shall be given to each Non-Operator
at least sixty (80) days prior to commencing such inventory, during which time sach Non-Operator may slect to be
representad.

503.  Regoncilistion of Inventory

A reconciliation of the physical inventory with the Joint Account records shall be made by Operator and
spproved by the Oparating Committes conducting the physical inventory. Opsrstor shall submit a list of overages and
shortages to ali Non-Operators and shall make adjustments to the Joint Account records to refisct the physical
inventory.

504.  |[nventory Expense

The costs of conducting periodic inventorias of Joint Account Controllable Material 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 more frequent intervais by the Operator, shall be borne by the
Operator.

506. Soecigt Inventories

Unit Operating Agreement: Cromer Unit No. 1 Page 26




Each Non-Operator shall have the right at any time to request in writing the taking of a special inventory of
Controliable Material which shall be commeanced within sty (60} deys of receipt of the written notice. Such Non-
Operator shali be entitied to be represented at the taking of the special inventory. All sxpenses inourred by the Operator
in conducting the special inventory shalt be borne by the requesting Party.
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EXHIBIT 'G’
Attached to and made part of an Agreement Entitled
Unit Operating Agresment - Cromer Unit No. 1

SCHEDULE OF INSURANCE
INSURANCE TO BE CARRIED BY UNIT OPERATOR

101.  During Qperations

In respect of operstions horeunder, Unit Operator shall comply with, and require its conmtractors and
subgontractors to comply with, the requirements of sl Unemployment insursnoe and Worker's Compensation {egisiation
and shall hotd or cause to be heid with a reputabls insurance company or companies, and shall maintain or cause to be
maintained for the benafit of the Parties hereto, the insurance hersinafter set forth, and the cost thereof shall be for the
Joint Account.

{s) Employer's Lisbility covering each smployss engaged in operations hersunder of not less then
$1,000,000 whers such empioyee is not covered by Worker's Compensation.

(b} Comprehensive General Liabiiity insurancs, axoluding products, with a combined single limit of not loss
than $1,000,000 for esch incident or badily injury, death or property damage, subject to a deductible not
greater than $25,000 for esch incident.

(¢} Automobile Public Lisbility and Property Damage insurance covering il vehicies, owned or non-owned,
opersted and/or licensed by Unit Operator, with a combined single imit of not less than $1 ,000,000 for
sach incident for bodily injury, death or property damage, subject to & deductible not greater than
$25,000 for each such incident.

(d) Alreraft Public Liability and Property Damage Insurance, it sircraft are to be used in the cperation, with a
combined single limit of nat less than #5,000,000 for bodily injury, death and property damage.

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

102, General Terms

{a) Unit Operator shail deposit with the Operating Committes, if requestsd, certificates of such insurance
policies; :

(b} Each Party hereto shall be responsible for insuring its own interest in the Unit Area with respect to
physical damage, loss of income, Hsbility insurancs not hersunder provided and for all other loss
situations not mentioned elsswhers in this insurance exhibit;

(¢)  All such insurance policies shall contain a waiver of the right of subrogation against any Party, their
servants, agents or smployees; ‘

(d} Operator shall require its contractors snd subcontractors to Garry insurance against such risks and in
such amounts as Operator shall dsem necessary.
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Notes on Cromer Umt #1

1. In general this "agreement"” gives the "Working Interrest Owners" the right
to change the leases that the "Royalty Owners" have negotiated in any way
that suits their wishes. This is the main objection the Royalty Owners have to
it.

2. Continuation of Leases—-If the current leases can be changed to coincide
with the clauses in this agreement, which refer to these leases, then they are
no longer valid leases if this agreement is signed. This agreement can
supercede any part of the leases that it refers to. The Royalty Owners are
giving " Carte Blanche" power to the "Working Interest Owners" who, in this
case is "Tundra Oil and Gas". Re. 303, 304 & 401,

3. Need clarification for Clause 303, in particular Parts A and B. Based on
what and which part take precedent?

4. Ratification - Clause 305 stated that the "Royalty Owners" should ratify
their leases to make them conform to this agreement when they are not aware
of what these amendments entail. I would suggest if this is legal it is certainly
not ethical. Clause 305 and 1307 seem contradictory.

5. I would like futher clarification of Clauses 502, 503, 902 & 1103. among
others.

Questions: (we) refers to Royalty Owners

1. What happens if this waterflood injection proves to be ineffective?

a. Do we revert back to our original leases?

b. Is there any compensation for the person(s) who were receiving royalties
from oil wells that were converted to injection wells? refer to 1403 & 1502,

2. There are provisions in our current leases we have negotiated for and could
now lose due to this agreement. Notably certain costs such as transportation
costs. Is there any way that such provisions could be retained?

3. How does this effect Surface Rights Agreements?




4. The Readjustment of Tract Participation in 906 (B) could severely
decrease income for some Royalty Owners. Why is this necessary and is
there any way to ensure this does not happen? This also applies to Clause 703
where I quote " Proper allowances shall be made for costs, expenses and
charges including a reasonable return on investment"”. This, I believe, could
be a way for the Working Interest Owners to circumvent our current leases
and charge as much as they wish. Who sets this? Who monitors this?

5. Does Clause 1303 mean this agreement can come into force even if all
owners do not sign?

6. I assume that production from this Unit would come from the Lodgepole as
well as the Bakken formations. Is all this production co-mingled?
Will any future wells likely be drilled into the Bakken formation?

Comment: While I realize a certain latitude must be given to produce oil
economically under these conditions, I feel the Royalty Owners are losing all
the protection they now have under the present leases.

We seem to be placed between " a rock and a hard place” because if we
sign this agreement we jeopardize our present position with regard to our
current leases and if we do not sign,these oil wells may be abandoned much
sooner.

I say this with no rancor, only with the wish that these agreements
themselves be amended to give Royalty Owners the same protection accorded
the oil company.

Howard T Hayhurst
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June 16, 1998

Mr. Brad Thiessen

Tundra Oil and Gas Ltd.
1111 - One Lombard Place
Winnipeg MB R3B 0X4

Dear Brad:

Re:  Cromer Unit No. 1
Unit Agreement

Attached is a copy of the execution page from the subject unit agreement signed by the
Minister of Energy and Mines. Please forward copies of the execution pages signed by
all royalty and working interest owners. Water injection into the unit may not commence
until tlﬁe unit agreement has been executed by all parties and registered by the Petroleum
Branch.

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

Yours truly,

CRAG 1A -
Sl H v k}'

John N. Fox, P.Eng,
Chief Petroleum Engineer
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101.

Unit Agreement: Cromer Unit No. 1

UNIT AGREEMENT

CROMER UNIT NO. 1

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
hersinafter provided;

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

ARTICLE I: DEFINITIONS

Definitions

In this agresment:

{a}
(b}
{c)

(d}
(o)

)

(g}

(h)
(iy

)

(k)

H

(m)

{n)
{0}

P

"Effective Date” means the time and date referred to in Article XIV;
"Loase” means an instrument granting a Working Interest in any lands in the Unit Area;

"Qutside_Substances™ means any substances initially obtained from any source other than the Unitized
Zone or any Unitized Substances with respect to which royaity has been paid;

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

"Potroleum Branch™ means the Dapartment of Energy and Mines, Pstroleum Branch established under
The Oil and Gas Act;

"Petroleum Substances™ means petroleum, natural gas and relatad hydrocarbons {except coal) and all
substances whether gaseous, liquid or solid, which are produced in association therewith, or any of
them;

"Rovalty Interest” means
i} an ownership, fee simple, or similar estate in Petroleum Substances in the Unitized Zone, or

i) a right to a share of Petroleumn Substances produced from the Unitized Zons, to a share of the
proceeds from the sale of such Petroleum Substances, or to a payment based on the quantity or
value of such Petroleum Substances, but does not include a Working interest, the interest of a
purchaser or such Petroleum Substances after production, or a mortgage, charge or like interast
granted as security in a financial transaction;

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

"Spacing Unit” means the area allocated to a well by the Petroleum Branch with respect to the Unitized
Zane for the purpose of drilling for or producing Petrolsum 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 undertaken in connection with the Unitized Zons,
the production or handling of Unitized Substances or the installation, operation, maintenance or removal
of equipment or facilities, insofar as such operations or activities have baen authorized or provided for
under this agreement or the Unit Operating Agresment

"Unit Operator” means the person who is so designated under the Unit Operating Agresment;

"Unit Operating Agreement™ means the agreement entitled "Unit Operating Agreement - Cromer Unit No.
1" 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 is shown on the compensated neutron litho-density log of the Tundra Daly
11-14-9-28 WPM well in 11-14-9-28 WPM, in the Province of Manitoba between the intervals of 836.0
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metres and 843.0 metres as measured from the kelly bushing at 11-14-9-28 WPM and shown on Exhibit
C"s

{q) " nitized Substances” means Petroleum Substances in or obtained from the Unitized Zone;

(1 "Working Interest” means any interest which entitlas the owner thereof to produce and disposs of, or to
participate in the production and disposition of, Petroleum Substances from the Unitized Zone, and with

which is associated a responsibility to bear all or & portion of the costs of recovering such Pestroleurn
Substances;

(s) "Working Interest Owner" means a party ewning a Working Interest in or in respect of Unitized
Substances;

(tt  "Minister” means the member of the Executive Council charged by the Lieutanant Governor in Council
with the administration of The Oil and Gas Act of Manitoba.

ARTICLE I 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 Working I[nterest Owners and their respective shares of the Working Interest, together with the
names of the Royalty Owners and their respective ghares 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 nsutron litho-density log referred to
in Subclause 101(p) hereof.

202, Exhibits Correct

Each exhibit shall be desmed conclusively to be correct to the sffective time of a revision or correction therecf
as hersin provided.

203. Corraction of Exhibits

If any mistake or machanical error occurs in an exhibit, Unit Operater may, or upon request of the Working

Interest Owners shall, prepare a corrected exhibit but the data used in establishing Tract Participation shall not be re-
evaluated.

204, Effactive Time

Any corrected exhibit prepared on or before the Effective Date or within ninety {30) days thereaftar shall be
effactive on the Effective Date. Any corrected exhibit preparad after the said ninety (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 othar date as is determined by the
Working Interest Owners,

205. Supplying of Exhibits

Each time that an exhibit is revised or corrected pursuant to this agreement, Unit Operator shall supply the
Petroleum Branch with two copies and shall supply sach Working interest Owner with the number of copies of the
exhibit it requests. Each Working Interest Owner shall supply each of its Royalty Owners, excepting the Crown, with a
copy thareof.

206. Form of Revised or Corrected Exhibits

Exhibits that are revised or corrected shall show the effective time of the revision or correction and shall be
numbered consecutively.
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ARTICLE Hi: UNITIZATION AND EFFECT
301. Unitization

On and after the Effective Dats the interests of each Royalty Owner and of each Working Inteyest Owner in the
Unitized Substances and in the Unitized Zone are hereby unitized, in accordance with the provisions of this agreement.

aoc2. Personal Property Excepted

All lease and well equipment heretofore or hersafter placed by any of the Working Interest Owners on lands
comprised in the Unit Area shall be deemed conclusively to be and shall rsmain 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

Ali Unit Operations and all production of Unitized Substances shall, sxcept for the purpose of calculating
payments to Royalty Owners, be desmed conclusively to be operations upon or production from all of the Unitized Zone
in each Tract, and such operations or production shall continue in force and effect each Lsase and any other agresment
or instrument refating to the Unitized Zone or Unitized Substances as if such operations had besn conducted on, or a
well had been drilled and was producing from each Tract or Spacing Unit, or portion thereef, in the Unit Area.

If from titme to time during the term of this Agreement the production of Unitized Substances and the conduct
of other Unit Operations is tempotarily 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 1306 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 end

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

305. Ratification of Leases

Except for a Lease in respect of which a royalty Owner is involved in a court action which has bheen
commenced and is pending on the Effective Date, each Royalty Owner hereby ratifies each Lease, as amended by this
agresment, 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 transfar or exchange of
any interest in the Leases, Tracts or Unitized Zone, or in the Unitized Substances before production thereof,

307. Name

The name of the Unit hereby constituted is "Cromer Unit No. 1™,

308. Equipment and Facilities

All equipment and facilities used in connaction with the Unit Operations and haretofore or hereafter instafled,
affixed or constructed by any of the Working Interest Owners on or in lands within the Unit Area ara and shall remain
the personal property of the Working Interest Owners, or such of them as may froem time to time have an interest
therein, and, except as otherwise provided in Clause 1503, no interest in any such eguipment and facilities shall vest in
the royalty Owners by virtue of the provisions of this Agreement.
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ARTICLE IV:  AUTHORITY TO WORKING INTEREST OWNERS

401.  OQperations

The Working Interest Owners are heraby 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 Intsrest Owners consider appropriate. Without limiting the generality of the
foregoing, the Working Interest Owners shall have the right to inject any substance or combinatian of substances into
the Unitized Zone and to convert and use as injection wells any wells now existing or hereafter drilled into the Unitized
Zone.

402, Delegation

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

403. Vote of Working Interest Owners

Any matter to be determined under this agresment by the Working Interest Owners rmay be determinad by vote
of the parties to the Unit Operating Agreement as prescribed therein.

ARTICLE Vv: INCLUSION AND QUALIFICATION OF TRACTS
501. Tracts inclyded on Effective Date

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

(al  before the Effective Date; or

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

502, Qualification of Tracts

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

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

(b} owners of one hundred parcent {100%) of the Working Interests therein have bacoma Parties and parties
to the Unit Operating Agreement and owners of less than one hundred percent (100%) of the Royalty
Intarest therein have become Parties, and such owners of Working interests agree, if required by the
other Working Interest Owners, to indemnify the other Working Interest Qwners 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 wha have not become Parties; or

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

503. Revision of Exhibits

Within one hundred twenty (120) days after the Effective Date the exhibits shall be revised, if necessary, to
set out only those Tracts included in the Unit Area under this Article. The revised Exhibit "A™ shall set forth the Tract
Participation of the Tracts recalculated on the same basis and using the same data as that used in the calculation of
Tract Participation in the original Exhibit "A™ and so that their summation is one hundred percent {100%). The exhibits
as so revised shall be effective as of the Effactive Date.
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ARTICLEVI:  TRACT PARTICIPATION

801. Tract Participation
Each Tract has the Tract Participation ascribed to it in Exhibit "A".

ARTICLE VHl: ALLOCATION OF UNITIZED SUBSTANCES PRODUCED
701. Allocation to Tracts

Subject to Clauses 801 and 802 the Unitized Substances when produced shall be allocated to the Tracts in
accordance with their Tract Participation. The amount of Unitized Substances allocated to sach Tract, and only that
amount, regardless of whethaer it be more or less than tha amount of actyal production of Unitized Substances from the
well or wells, if any, on the Tract, shall be deemed conclusively to have basn produced from the Tract.

702. Allocation Among Parties

The Unitized Substances allocated to a Tract shall be further allocated among the Working Interest Owners
thereof in accordance with their respective psrcsntage Working Interests in the Tract as set forth in Exhibit "A", and the
Working Interest Owners of each Traot shall account to the Royalty Owners of such Tract for any royalty payable or
deliverable to such Royalty Qwners in respact of the Unitized Substances allocated to such Tract.

703. Caloulation of Rovyalty

The Working Interest Owners of each Tract shalt calculate royalty on the Unitized Substances allocated to the
Tract at the applicable rate under the Lsase, other agreement or instrument relating to the Tract. The Royalty Owners
of each Tract agree to accept payment of royaity so calculated in satisfaction of the obligation of & Working Interest
Owner to make royalty payments on Unitized Substances under the Lease, agresment or other instrument covering such
Traot; but a lessee under a Lease shall not he relisved from making payment of royalty to its lessor if payment is not
made by the Working Interest Owner as aforesaid. In calculating royaity on residus 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 allowsnces shall be made for costs, expenses and charges, including a
reasonable return on investment, incurred in or attributable to gathering and processing the Unitized Substances.

704. Taking Unitized Substances in Kind

The Unitized Substancas allocated to a Tract shall be delivered in kind at the time and place of production to
the Working Interest Owners entitled therato who may, if there is no interference with Unit Operations by them,
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
dispose 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, injact 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 obtainable which in no event shall exceed one (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 msaan 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 Outside Substances

tf an Outside Substance is injected into the Unitized Zone, the first like substance contained in the Unitized
Substances subsequently produced and sold or used othar than for operations hereunder shall be deemed conclusively
to be that Outside Substance until a quantity equal to the quantity of the Outside Substance injectad into the Unitized

Zone is recovered. No royalty shall be payabte on any substance which is deermed conclusively tu be an Outside
Substance.
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707. Several Royalty Liability

Without limiting the genarality of the provisions of Clauses 702 and 1304, nothing in this Agresment shall be
constiued as giving rise to any right entitling the Royalty Owners of a Tract to look to any Working Interest Owners
other than the Working Interest Owners of such Tract for the satisfaction of royalty obligations in respect of such Tract:
provided, however, that in the event that the Working Interest Ownars of a Tract are not the same persons as the iessee
under a Lease ralating to the Tract, the provisions of this Clause 707 shall not be construsd as relieving such lesses of
any obligaticn to account for royalty payable or deliversble to the lessor under such Lease if the Working Interest
Owners fail to comply with their obligations in that respact.

ARTICLE VHI:  USE, LOSS AND RE-INJECTION OF UNITIZED SUBSTANCES

801. 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 exciuded
in allocating Unitized Substances to Tracts, and no royalty or other payment shall be payable in respect tharsof.

802, Re-Injsction

The Working Interast Owners are hereby granted the right to re-inject Unitized Substances into the Unitized
Zona for any purpose related to the Unit Operations. Unitized Substances so injected shall be excluded in allocating
Unitized Substances to Tracts, and no royalty or other payment shall be payable in respsct thersof until they are
recovered for sale or for use othear than for Unit Operations.

ARTICLE IX: ENLARGEMENT OF UNIT AREA
901. Enlargement

After the expiration of ninety (90) days following the Effective Date, if an awner of a Working Interest in lands
adjoining the Unit Area makes application to enlarge the Unit Area to include such adjoining tands which appear to be
potentially productive of Petroleum Substances from the Unitized Zone the Working Interest Owners may approve the
enlargemant of the Unit Area to include such adjoining lands on such terms and canditions as the Working interest
Owners may consider appropriate, and, 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 & Working Interest
or a Royalty Interast 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, bs considered to have executsd and delivered this agresement 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 10 be effective as of the effective date of such enlargement.

902. Adiustment of Tract Participation

The Tract Participation of each Tract added pursuant to Clause 901 shall be datermined by the Working
Interest Owners. The Tract Participation shall then be adjusted in order that:

{a} the ratios of the Tract Participation of Tracts shown on Exhibit "A" immediately prior to the eniargement
remain the same to each other; and

(b} the total of the Tract Participation for all Tracts of the enlarged Unit Area and Unitized Zone is one
hundred parcent {100%).

903. Exhibits

Unit Operator shall revise Exhibits "A" and "B" as required by the enlargement.
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904. Effactive Time of Enlargsment

An enlargement pursuant to Ciause 901 and an adjustment of Tract Participation under this Article shalt
become effective at 8:00 a.m. on the first day of the first calendar month following approval of admisgion under Clause
901, Tract qualification under Clause 502 and the dats the Unit Agreemont is registered by tha Potroleum Branch.

9065, No Retroactive Adjustment

Thera shall never be any retroactive adjustment of the allocation of Unitized Substances by reason of an
enlargement under this Article.

906. Possible Additional Tract

A possible additional tract comprising of LSD's 7-14/8-14-9-28 WPM has been identified. While development
has not proceeded due to economic facters, the possibility exists that this tract will be developed prior to the expiry of
ourrent lease for this tract. Notwithstanding the other Clauses of Article IX, should a well be drilled on this tract, the
following methodology will be used to redetsrmine the Tract Participation:

(al  Six {8) months of production will be required from tract 7-14/8-14 with the last 90 operating days used
in the Tract Participation redetermination.

{b}  Similarly, the production during the fast 90 days, referenced to the same time period as tract 7-14/8-14,
will be used in the redstermination of Tract Participation in the unitized walls.

(¢)  The Tract Participation assigned to the 7-14/8-14 wract will be calculated on the basis of the production
(refer 1o (a)) from the 7-14/8-14 tract as a percentage of the total Unit production during the same time
poriod (last 90 operating days).

{d) The Tract Participation of the remaining Tracts in the Unit will be adjusted in proportion to their
percentage in the Unit prior to the development of tract 7-14/8-14, to reflect the change in tract
7-14/8-14,

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 procseds from the sale thersof, is in dispute, the Party concerned shall forthwith give notice
thereof to Unit Operator. If Unit Operator is so notifisd or if Unit Operator is directad to do so by the Working Interest
Owners in the svent that it is otharwise informed of the dispute, Unit Operator shall withhold and selt 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
fot the proper aceounting thereof to the rightful owner or owners if the title or right of the Party shall fail
in whole or in part, whereupon 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, whersupon such procesds 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
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 XI; APPROVAL OF TITLES
1101. Titles_Committes

The Working Interest Owners shall appoint a Titles Committee which shall investigate the ownership of all
Tracts. Each Working Interest Owner shall submit 1o the Title Committee such title data and information as the titles
Committes may reasonably require from time to time. The Titles Committes shall report the result of its investigation to
the Working Interest Owners specifying the titles to Tracts which it unanimously recommends for approval.
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1102.  Approval of Titles by Working Interest Owners
Tha Working Interest Owners may #pprove:

(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 intarest Owners to Tracts which have not been unanimously recommended for
approval by the Titles Committes but with respact to which such Working Interest Owners have agreed
to indemnify the other Working Interest Owners, in a form and manner satisfactory to them, from loss or
damage that may be suffered by them in respect of claims and demands made because of subsequent
failure of the Working Interest Owners' title.

Notwithstanding the foregoing, the Working Interest QOwners may approve any title that has not been unanimously
recommended for approval by the Titlas Committes,

1103. Subsequent Failure of Title

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

(a)  any other Party is 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 reflact any change in ownership in or exctusion from this agreement
of a Tract pursuant to Clause 1103. Where & Tract is excluded, the Tract Participation of the other Tracts shall each be
increased, without changing their ratios to each other, so that their summation is one hundrad percent (100%). The
revisad exhibits shall be effective as of 8:00 a.m. on the first day of the calendar menth in which the failure of title
referred to in Clause 1103 is finally determined.

ARTICLE Xi:  TRANSFER OF INTEREST
1207.  Dispesition

In this Clause "disposition” means a sale, assignment, transfer, loass, sublease, conveyance, parting with
possession, or any transaction of a similar nature, whether by trust or otherwise. A digposition of an interest owned by
a Party in a Tract shall cover the whole or an undivided intarast in the Party's interest in such Tract. A disposition shall
not be binding on Unit Operator until the scquiring parties who are not Parties have executed and deliverad to Unit
Operator counterparts of this agreement, anl at least one of the parties thereto has given notice thereof to the Unit
Operator. Unit Operator shall reviss the exhibits to reflect sach disposition of an interest in a Tract and the revised
axhibits 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 Oparator.

1202.  Multiple Disposition Not to Increase Costs

arrangements satisfactory to the Unit Operator are mada to compensate the Unit Oparator for the increased expenses or
duties.
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ARTICLE XiI: IN GENERAL
1301 . Execution in Countsrpart

This agresment may be executed in separate counterparts and all the executed counterparts together shall
constitute one agreement. Execution of this agreemaent by the Minister shall be on behalf of the Crown only as owner of
Rovyalty Interest.

1302. Dual Capacity

If a Party owns a Working Interest and a Royalty Interest, its execution of this agreement shall constitute
exacution in both capacities.

1303. Subsequent Exscution

An owner of an interest in a Tract who has not become a Party as of the date the Tract was included in the
Unit Arsa under Article V or X, may become a Party with respect to that interest only on such terms and conditions as
may be prescribed by the Working Interest Gwners.

1304. No Partnership

The duties and obligations of the Parties shall be separate and not joint or collective. Nothing contained in this
agresment shall be construad to create a partnership or association.

1305. Force Majeure

Neither Unit Operator nor any Party shall be deemed to be in default with respect tc non-performance including
delay or failure to partially perform any or all of its obligations hersunder, other than financiat, if and so long as its non-
performance is due, in whole or in part, to any cause beyond its reasonable control, but lack of funds shali not be a
cause beyond a Party's reasonabls control. The performance of such obligations shall begin or be resumed within a
reasonable time after such cause has been removed. Neither this agreement not any Lease or any other agresment or
instrument relating to the Unitized Zons or Unitized Substances shall terminate by reason of suspension of Unit
Oparations for the cause get 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 may, at any time and from
time to time, pay said taxes on behaif of its Royalty Owner and deduct the amount of the payment from the Royalty
Owner's royalty. Those taxes with respact to the production or sale of Unitized Substances shall ba 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 Owner may, at any time and from time to time, with full rights of subrogation, redeem for
its Royalty Owner any agreament for sale, mortgage, ot 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
paymaent made hereunder from the Royalty Owner's royalty,

1308, Interpretation

The Clause 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 vise versa: words importing the
masculine gender include the feminine and vice versa; and words importing persons include firms or corporations and
vice varsa.

Unit Agreement: Cromer Unit No. 1 Page 11




1310. TYime

In this agresment 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 Oil and Gas Act and regulations of Manitoba thersunder, as amended from time to tire,
take precedence over this agreemant.

1312. Governing Law

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

ARTICLE XIV: EFFECTIVE DATE
1401.  Effsctive Date

The unitization provided for herein 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 Participation of one
hundred percent (100%) as eriginally set out in Exhibit "A”; and

(b}  the date the Unit Agresment is registered by the Pstrofsum Branch.

1402. Notice of Effective Date

As soon as possible after the Effective Date Unit Operator shall notify all Working interest Owners of the
Effective Date and each of the Tracts qualified as of the Effective Dste, and each Working Interest Owner shall advise
each of its Royalty Qwners of the Effective Date.

1403. Release of Parties

This agreement shall cease to bind the Parties if the unitization provided for hersin has not become effective
on or before the first day of December, 1998,

ARTICLE XV: TERM
150%.  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 agresment
inures to the benefit of and is binding upon the heirs, executors, administrators, successors and assigns of the Parties.

1502. Termination

This agreement tarminates 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 upan the termination of the Unit Operating Agreement,
and thereafter the Parties shall be governed by the tetms and provisions of their Leases and other agreements or
instruments relating to the Unitized Zone or Unitized Substances.
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" 1503. Salvaging Equipment Upon Termination

The Royalty Owners grant the Working Interest Owners the right for a pariod 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 Unit Operations.

1604.  Notice to Royalty Owners

The Working Interest Owners shall give notice in accordance with their Leases to their respective Royalty
Owners of the tarmination of this agresment within thirty {30) calendar days thereafter.

Unit Agreement: Cromer Unit No. 1 Page 13




IN WITNESS WHEREOQF the Partias have executed this agreement sach on the date shown below,

@uf/o// 354

(DATE)

HER MAJESTY THE QUEEN IN RIGHT OF
THE PROVINCE OF MANITOBA

Energy and Mines

ADDRESS FOR SERVICE:

MANITOBA DEPARTMENT OF ENERGY AND MINES
360 - 1395 Ellice Avenue

Winnipeg, MB R3G 3P2

Execution Page forming part of the Unit Agresment - Cromar Unit No. 1
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IN WITNESS WHEREOF the Partios have exscuted this agreement each on the date shown below.

DORIS MARIE GOULD

(DATE)

ADDRESS FOR SERVICE:
21189 Agincourt Crascent
Burlfington, ON L7P 1F3

Execution Page forming part of the Unit Agreement - Cromer Unit No. 1

Unit Agreement: Cromer Unit No. 1 Page 14




IN WITNESS WHEREOF the Parties have executsd this agresment each on the date shown balow.

SONIA HELEN JACQUES

{DATE)

ADDRESS FOR SERVICE:
P.O, Box 1375
Virden, M8 ROM 2C0

Execution Page forming part of the Unit Agreement - Cromer Unit No, 1

Unit Agreement: Cromer Unit No. 1 Page 15




IN WITNESS WHEREOF the Parties have executed this agresment each on the date shown below.

MONTREAL TRUST COMPANY

(DATE)

ADDRESS FOR SERVICE:
600, 530 Eighth Avenus SW
Calgary, AB T2P 358

Execution Page forming part of the Unit Agreement - Cromer Unit No. 1

Unit Agreement: Cromer Unit No. 1
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IN WITNESS WHEREOF the Partias have executsd this agresment each on the date shown below.

MONTREAL TRUST COMPANY

(DATE)

ADDRESS FOR SERVICE:
P.0. Box 369
Winnipag, MB R3C 2J1

Exscution Page forming part of the Unit Agreement - Cromer Unit No. 1

Unit Agreement: Cromer Unit No. 1 Page 18




IN WITNESS WHEREOF the Parties have executed this agreement each on the date shown balow,

MORRIS JOHN SENKIW

(DATE)

ADDRESS FOR SERVICE:
General Delivery

Virden, MB ROM 2C0

Execution Page forming part of the Unit Agresment - Cromer Unit No. 1

Unit Agreement: Cromer Unit No. 1 Page 19




IN WITNESS WHEREOF the Parties have sxecuted this agresrmant each on the date shown below.

TUNDRA OIL AND GAS LTD.

(DATE)

ADDRESS FOR SERVICE:
1111 One Lombard Place
Winnipeg, MB R3B 0X4

Execution Page forming part of the Unit Agresment - Cromer Unit No. 1

Unit Agreement: Cromer Unit No. 1
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IN WITNESS WHEREOF the Parties have executed this agreemaent sach on the date shown below.

IRENE ANNE YAKOBOVICH

(DATE}

ADDRESS FOR SERVICE:
3406 Clover Place
Regina, SK S4V 1J1

Execution Page forming part of the Unit Agresment - Cromer Unit No. 1

Unit Agreement: Cromer Unit Ng. 1
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EXHIBIT ‘A':

TRACT PARTICIPATION

Attached to and made part of an Agreement Entitled

Unit Agreement - Cromer Unit No. 1

April 15, 1998

Land Working Interest Royalty Interest Tract
Tract Deszcription Participation
No, L.8D Qwner Share (%) Owner Share (%) %
1 16 & 18-11-8-28 WPM Tundra Oil and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 13.60076
2 9-11 & 12-12-9-28 WPM Tundra Ol and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 13.87640
3 1& 2-14-9-28 WPM Tundra O and Gas Ltd, 100.000 | Crown Province of Manitoba 100.000 16.12404
4 6-14-9-28 WPM Tundra Oll and Gas Ltd. 100.000 Montreal Trust (CGY) 25.000 9.13246
Montreal Trust (WPG) 75.000
5 9 & 10-14-9-28 WPM Tundra Oil and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 7.12317
6 11 & 12-14-8-28 WPM Tundra OH and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 9. 49514
7 13-14-9-28 WPM Tundra Qil and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 3.37288
8 14 & 15-8-28 WPM Tundra Qit and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 11.18977
9 1 & 2-23-8-28 WPM Tundra Oil and Gas Ltd. 100.000 D.M. Gould 26.000 1.58856

S.H. Jacques
M.J. Senkiw

LLA. Yakobovich

26.000
25.000
25.000

3 & 4-23-9-28B WPM

Tundra Oil and Gas Ltd.

100.000

Tundra OH and Gas Ltd.

50.000

3.09735

Montreal Trust (CGY) 50.000
5 & 6-23-9-28 WPM Tundra Oil and Gas Ltd. 100.000 Tundra Oit and Gas Ltd. 50.000 12.38938
Montreal Trust {CGY) 650.000

Unit Agreement: Cromer Unit No. 1
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EXHIBIT 'B'

Attached to and made part of an Agreement Entitled
Unit Agreement - Cromer Unit No. 1

Fra - 4
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Manitoba Q)'
boe . May 29, 1998 Memorandum

To . (')m
_ Garry Barnes /ro/ L. R. Dubreuil

A/Deputy Minister Director
Energy and Mines - Petroleum & Energy Branch
. Telephone -
Subject . . Cromer Unit No. 1 Unit Agreement

Tundra Oil and Gas Ltd. is proposing to unitize an area in the Daly Field, which includes eleven
tracts. The proposed Cromer Unit No. 1 involves seven tracts for which the Crown is the royalty
owner (i.e. mineral rights owner). Tundra has applied for approval to waterflood the unit area
and has also submitted a copy of the proposed unit agreement for Cromer Unit No. 1 (attached)
for execution by the Minister on behalf of the Crown as an affected royalty owner. Section 133
of The Qil and Gas Act provides for the Minister to enter such agreement on behalf of the Crown
as a royalty owner.

First | Fold

Recommendation:

It is recommended that the Minister enter into the Cromer Unit No. 1 Unit Agreement on behalf
of the Crown with respect to Lsd’s 9, 15 & 16 of Section 11, Lsd 12 of Section 12, and Lsd’s 1,
2,9, 10 & 15 and the NW/4 of Section 14 in Township 9, Range 28 WPM by signing two copies
of the attached execution page for the Cromer Unit No. 1 Unit Agreement.

Discussion:

The seven tracts in the proposed Cromer Unit No. 1 that contain Crown-owned mineral rights are
highlighted in Attachment No. 1. Tundra Oil and Gas Ltd. holds all Crown leases. Currently the
wells on the Crown tracts produce from the Daly Bakken I Pool at a combined rate of
approximately 11 m%d.

It is anticipated that waterflood operations will significantly increase the amount of oil recovered
from the unit area and consequently increase royalty and production tax revenue to the Crown.

The proposed unit area is currently developed with a mix of 16 ha and 32 ha locations. Proposed
tract factors are based on current productivity (Sep-Dec 1997). Upon review, Branch staff has
found the proposed tract factors to be reasonable. On this basis, it is recommended that the
Minister enter into the proposed Unit Agreement on behalf of the Crown as a royalty owner.

L. R. Dubreuil

TN 0L

PS5 125 894 01-000300 ﬁ_ﬁ




ATvachmend No. )

EXHIBIT 'B'

Attached to and made part of an Agreement Entitled
Unit Agreement - Cromer Unit No. 1
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1111 One Lombard Place, Winnipeg, Manitoba R3B 0X4  TEL: (204) 834-5850  FAX: (204) 934-5820

May 27, 1998
MANITOBA ENERGY & MINES
Doris Marie Gould Sonia Helen Jacques MAY 28 1998
2119 Agincourt Craescent P.O. Box 1375
Burlington, ON L7P 1P3 Virden, MB ROM 2CO PETROLEUM & ENERGY BRANCH
Manitoba Department of Energy & Mines Montreal Trust Company
360, 1395 Ellice Avenue 600, 530 Eighth Avenue SW
Winnipeg, MB R3G 3P2 Caigary, AB T2P 358
Montreal Trust Company Morris John Senkiw
P.O. Box 369 c/o P.OC. Box 1960
Winnipeg, MB R3C 2J1 Virden, MB ROM 2C0O

Irene Anne Yakobovich
3406 Clover Place
Regina, SK S4V 1)1

Ladies and Gentlemen:

RE: Proposed Unit Agreement - Cromer Unit No. 1

It has come to my attention that there was a misprint on Page 22 of the above agreement.
In this regard, you will find enclosed a replacement page for your copy of the Agreement.
The change was made to Tract No. 4. Montreal Trust (CGY) share should be 75% and
Montreal Trust {WPG) share should be 25%. Please replace the existing Exhibit "A" with
this new copy.

| apologize for the inconvenience.

Sincerely,

TUNDRA OIL AND GAS LTD.

Suzanne R. Toews
Land Administrator

/Enclosures

FIELD OFFICES: (Manifoba & Saskastchewan) P.O. Box 1960, Virden, MB ROM 2C0 TEL: (204) 748-3005 FAX: (204) 748-1007
(Aiberta) 301, 12120 - 106 Avenue, Edmonton, AB TSN 0Z2 TEL.: (403) 453-2311 FAX: (i@ 451-0900



Land Working Interest

EXHIBIT "A":

TRACT PARTICIPATION

Attached to and made part of an Agreement Entitled

Unit Agreement - Cromer Unit No. 1

Apri 15, 1998

Royalty Intarest Tract
Tract Description Participation
No. LSD Owner Share (%) Owner Share (%) %
1 16 & 16-11-9-28 WPM Tundra Oil and Gas Lid. 100.000 | Crown Province of Manitcba 100.000 13.80076
2 8-11 & 12-12-8-26 WPM_| Tundra Oil and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 13.87640
3 1 & 2-14-8-28 WPM Tundra OH and Gas Lid. 100.000 | Crown Province of Manitoba 100.000 15.12404
4 6-14-8-28 WPM Tundra OH and Gas Ltd, 100.000 Montreal Trust (CGY) 75.000 §.13245
Montreal Trust (WPG) 25.000
] 9 & 10-14-9-28 WPM Tundra Oil and Gas Ltd. 100.000 | Crown Provincs of Manitoba 100.000Q 7.12317 |
8 115 12-14-9-28 WPM Tundra OH and Gas Ltd. 100,000 | Crown Province of Manitoba 100.000 9. 49514
7 13-14-9-28 WPM Tundra Oil and Gas Lid. 100.000 }| Crown Province of Manitoba 100.000 3.37299
8 14 & 165-8-28 WPM Tundra Qil and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 11.19977
9 1 & 2-23-9-28 WPM Tundra Oil and Gas Ltd. 100.000 D.M. Gould 25.000 1.68858
5.H. Jacques 25.000
M.J. Senkiw 25.000
I.A. Yakobovich 26.000
10 3 & 4-23-9-28 WPM Tundra O and Gas Ltd. 100.000 Tundra Oil and Gas Ltd. 50.000 3.09735
Montreal Trust (CGY) 50.000
1 5 & 6-23-9-28 WPM Tundra Oil and Gas Ltd. 100.000 Tundra Oil and Gas Ltd. 50.000 12.38438
—_— Montreal Trust (CGY) 50.000

Unit Agreement: Cromer Unit No. 1
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EXHIBIT "A": TRACT PARTICIPATION

Attached to and made part of an Agreement Entitled
Unit Agreement - Cromer Unit No. 1

April 15, 1998

Land Working Intsrest Royalty intarest Tract
Dascription Participation
LSS0 Owner Share (%} Owner Share (%) %

156 & 18-11-9-28 WPM Tundra Ol and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 13.80076

811 & 12-12-9-28 WPM Tundra Ol and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 13.876840
1 & 2-14-9-28 WPM Tundra Ol and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 15.12404 I
6-14-9-28 WPM Tundra Oil and Gas Ltd. 100.000 Montreal Trust (CGY) 75.000 9.13245

Montreal Trust (WPG) 25.000

9 & 10-14-9-28 WPM Tundra Oll and Gag Ltd. 100.000 | Crown Province of Maniloba 100.000 7.12317

11 & 12-14-8-28 WPM Tundra Oil and Gas Ltd, 100.000 | Crown Provines of Manitoba 100.000 9. 49514

13-14-9-28 WPM Tundra Oil and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 3,37299

14 & 15-8-28 wPM Tundra Oil and Gas Ltd. 100.000 | Crown Province of Manitoba 100.000 11.19977

1 & 2-23-9-28 WPM Tundra Oil and Gas Lid. 100.000 D.M. Gould 25.000 1.58856

S.H. Jacques 25.000

M.J. Senkiw 25.000

|.A. Yakobovich 295.000

A& 4-23-9-28 WPM Tundra Oil and Gas Ltd. 100.000 Tundra Oil and Gas Ltd. 50.000 3.09735

Montreal Trust (CGY) 50.000

5 & 6-23-9-28 WPM Tundra Oil and Gas Ltd. 100.000 Tundra Qil and Gas Ltd. 50.000 12.38938

Montreal Trust (CGY) 50.000

—————————————————————————
e ey ———————
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1111 One Lombard Place, Winnipeg, Manitoba R3B 0X4  TEL: (204) 934-5850 FAX: (204) 634-5820

May 22, 1998

Manitoba Energy and Mines
Petroleum and Energy Branch
360 - 1395 Ellice Avenue
Winnipeg, MB R3G 3P2

Attention:  John N. Fox, P. Eng.
Chief Petroleum Engineer
Dear John:

Re:  Cromer Unit No. 1 Unit Agreement

Enclosed are two (2) copies of the above-noted Unit Agreement. You will note that the changes
we discussed have been made. Please have the Minister of Energy and Mines sign all copies
and return the attached signature page to my attention.

| am including copies of the cover letter for the packages | provided to the other royalty owners
for your information. Thank you for your cooperation with this project.

Sincerely,

TUNDRA OIL AND GAS LTD.

Brad Thiessen ' ‘

Land Manager

BT/ps

Enclosure

FIELD OFFICES: (ManWtoba & Saskatchewan) P.O. Box 1860, Virden, MB ROM 2C0 TEL: (204) 748-3085 FAX: (204) 748-1007
(Alberia) 301, 12120 - 106 Avenue, Edmonton, AB TSN 0Z2 TEL: (403) 453-2311 FAX: (@i 451-0000
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1111 One Lombard Place, Winnipeg, Manitoba R3B 0X4  TEL: (204) 934-5850 FAX: (204) 934-5820

May 20, 1998

Irene Anne Yakobovich
3406 Clover Place
Regina, SK S4V 1)1

Dear Madame:

RE: Cromer Unit No. 1
Proposed Unit Agreement

Enclosed is a package of information on the proposed Cromer Unit No. 1.

The Unit Agreement is the legal agreement required to unitize the Bakken Formation in the
Cromer Area. The second document is the Pressure Maintenance Application that was
submitted to Manitoba Energy and Mines. This document provided the technical justification for
the proposed Unit Operation. | would draw your attention to the sixth page of this package
which is a letter dated March 23, 1998 from Tundra Oil and Gas Ltd. to Manitoba Energy and
Mines. This letter explains the basics of what is proposed.

Should you have any questions regarding the technical aspects of this project, please contact
George Czyzewski of Tundra at (204) 934-5853. Should you wish to discuss this proposal on a
more general level or would like an explanation of the Unit Agreement, please contact the
undersigned at (204) 934-5856. Should you wish to discuss this with Manitoba Energy and
Mines, please contact John Fox at (204) 945-6574.

If you approve of what is proposed, please sign the Signature Page to the Unit Agreement
which is attached to this letter and return it to me.

Your early response would be appreciated.

Sincerely,
TUNDRA OIL AND GAS LTD.

¥

Brad Thiessen
l.and Manager

BT/ps

Enclosure

FIELD OFFICE: 295 Third Avenue (P.Q. Box 1960), Virden, Manitoba ROM 2C0 TEL: (204) 748-3095 FAX: (204) 748-1007
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1111 One Lombard Place, Winnipeg, Manitoba R3B 0X4  TEL: (204) 934-5850  FAX: (204) 934-5620

May 20, 1998

Montreal Trust Company

600, 530 Eighth Avenue S.W.
Calgary, AB T2P 3S8
Attention: Kathy Smith
Dear Madame:

RE: Cromer Unit No. 1-
Proposed Unit Agreement

Enclosed is a package of information on the proposed Cromer Unit No. 1.

The Unit Agreement is the legal agreement required to unitize the Bakken Formation in the
Cromer Area. The second document is the Pressure Maintenance Application that was
submitted to Manitoba Energy and Mines. This document provided the technical justification for
the proposed Unit Operation. | would draw your attention to the sixth page of this package
which is a letter dated March 23, 1998 from Tundra Oil and Gas Ltd. to Manitoba Energy and
Mines. This letter explains the basics of what is proposed.

Should you have any questions regarding the technical aspects of this project, please contact
George Czyzewski of Tundra at (204) 934-5853. Shouid you wish to discuss this proposal on a
more general level or wouid like an explanation of the Unit Agreement, please contact the
undersigned at (204) 934-5856. Should you wish to discuss this with Manitoba Energy and
Mines, please contact John Fox at (204) 945-6574.

If you approve of what is proposed, please sign the Signature Page to the Unit Agreement
which is attached to this letter and return it to me.

Your early response would be appreciated.

Sincerely,
TUNDRA OIL AND GAS LTD.

Y

Brad Thiessen
Land Manager

BT/ps

Enclosure

FIELD OFFICE: 295 Third Avenue (P.O. Box 1860), Virden, Manitoba ROM 2C0 TEL: (204) 748-3095 FAX: (204) 748-1007
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1111 One Lombard Place, Winnipeg, Manitoba R3B 0X4  TEL: (204) 934-5850  FAX: (204) 934-5820

May 20, 1998

Montreal Trust Company
P.O. Box 362
Winnipeg, MB R3C 2J1

Dear SirfMadame:

RE: Cromer Unit No. 1
Proposed Unit Agreement

Enclosed is a package of information on the proposed Cromer Unit No. 1.

The Unit Agreement is the legal agreement required to unitize the Bakken Formation in the
Cromer Area. The second document is the Pressure Maintenance Application that was
submitted to Manitoba Energy and Mines. This document provided the technical justification for
the proposed Unit Operation. | would draw your attention to the sixth page of this package
which is a letter dated March 23, 1998 from Tundra Oil and Gas Ltd. to Manitoba Energy and
Mines. This letter explains the basics of what is proposed.

Should you have any questions regarding the technical aspects of this project, please contact
George Czyzewski of Tundra at (204) 934-5853. Should you wish to discuss this proposal on a
more general level or would like an expianation of the Unit Agreement, please contact the

undersigned at (204) 934-5856. Should you wish to discuss this with Manitoba Energy and
Mines, please contact John Fox at (204) 945-6574.

If you approve of what is proposed, please sign the Signature Page to the Unit Agreement
which is attached to this letter and return it to me.

Your early response would be appreciated.

Sincerely,

TUNDRA OIL AND GAS LTD.
Brad Thiessen

Land Manager

BT/ps

Enclosure

FIELD OFFICE: 295 Third Avenue (P.O. Box 1960), Virden, Manitoba ROM 2C0 TEL: (204) 748-3085 FAX: (204) 748-1007
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1111 One Lombard Place, Winnipeg, Manitoba R3B 0X4  TEL: (204) 934-5650  FAX: (204) 934-5820

May 20, 1998

Morris John Senkiw
General Delivery
Virden, MB ROM 2C0

Dear Sir:

RE: Cromer Unit No. 1
Proposed Unit Agreement

Enclosed is a package of information on the proposed Cromer Unit No. 1.

The Unit Agreement is the legal agreement required to unitize the Bakken Formation in the
Cromer Area. The second document is the Pressure Maintenance Application that was
submitted to Manitoba Energy and Mines. This document provided the technical justification for
the proposed Unit Operation. | would draw your attention to the sixth page of this package
which is a letter dated March 23, 1998 from Tundra Oil and Gas Ltd. to Manitoba Energy and
Mines. This letter explains the basics of what is proposed.

Should you have any questions regarding the technical aspects of this project, please contact
George Czyzewski of Tundra at (204) 934-5853. Should you wish to discuss this proposal on a
more general level or would like an explanation of the Unit Agreement, please contact the
undersigned at (204) 934-5856. Should you wish to discuss this with Manitoba Energy and
Mines, please contact John Fox at (204) 945-6574.

If you approve of what is proposed, please sign the Signature Page to the Unit Agreement
which is attached to this letter and return it to me.

Your early response would be appreciated.

Sincerely,
TUNDRA OIL AND GAS LTD.

§

Brad Thiessen
Land Manager

B8T/ps

Enclosure

FIELD OFFICE: 295 Third Avenue (P.O. Box 1960}, Virden, Manitoba ROM 2C0 TEL: (204) 748-3095 FAX: (204) 748-1007
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1111 One Lombard Place, Winnipeg, Manitoba R3B 0X4  TEL: (204) 934-5850  FAX: (204) 934-5820

May 20, 1998

Sonia Helen Jacques
P.O. Box 1375
Virden, MB ROM 2C0

Dear Madame:

RE: Cromer Unit No. 1
Proposed Unit Agreement

Enclosed is a package of information on the proposed Cromer Unit No. 1.

The Unit Agreement is the legal agreement required to unitize the Bakken Formation in the
Cromer Area. The second document is the Pressure Maintenance Application that was
submitted to Manitoba Energy and Mines. This document provided the technical justification for
the proposed Unit Operation. | would draw your attention to the sixth page of this package
which is a letter dated March 23, 1998 from Tundra Oil and Gas Ltd. to Manitoba Energy and
Mines. This letter explains the basics of what is proposed.

Should you have any questions regarding the technical aspects of this project, please contact
George Czyzewski of Tundra at (204) 934-5853. Should you wish to discuss this proposal on a
more general level or would like an explanation of the Unit Agreement, please contact the
undersigned at (204) 934-5856. Should you wish to discuss this with Manitoba Energy and
Mines, please contact John Fox at (204) 945-6574.

if you approve of what is proposed, please sign the Signature Page to the Unit Agreement
which is attached to this letter and return it to me.

Your early response would be appreciated.

Sincerely,
TUNDRA OIL AND GAS LTD.

1

Brad Thiessen
Land Manager

BT/ps

Enclosure

FIELD OFFICE: 295 Third Avenue (P.Q. Box 1960), Virden, Manitoba ROM 2C0 TEL: (204) 748-3095 FAX: (204) 748-1007
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May 20, 1998

Doris Marie Gould
2119 Agincourt Crescent
Burlington, ON L7P 1P3

Dear Madame:;

RE: Cromer Unit No. 1
Proposed Unit Agreement

Enclosed is a package of information on the proposed Cromer Unit No. 1.

The Unit Agreement is the legal agreement required to unitize the Bakken Formation in the
Cromer Area. The second document is the Pressure Maintenance Application that was
submitted to Manitoba Energy and Mines. This document provided the technical justification for
the proposed Unit Operation. | would draw your attention to the sixth page of this package
which is a letter dated March 23, 1998 from Tundra Oil and Gas Ltd. to Manitoba Energy and
Mines. This letter explains the basics of what is proposed.

Should you have any questions regarding the technical aspects of this project, please contact
George Czyzewski of Tundra at (204) 934-5853. Should you wish to discuss this proposal on a
more general level or would like an explanation of the Unit Agreement, please contact the
undersigned at (204) 934-5856. Should you wish to discuss this with Manitoba Energy and
Mines, please contact John Fox at (204) 945-6574.

If you approve of what is proposed, please sign the Signature Page to the Unit Agreement
which is attached to this letter and return it to me.

Your early response would be appreciated.

Sincerely,
TUNDRA OIL AND GAS LTD.

Y

Brad Thiessen
Land Manager

BT/ps

Enclosure

FIELD OFFICE: 295 Third Avenue (P.O. Box 1960), Virden, Manitoba ROM 2C0 TEL: (204) 748-3095 FAX: (204) 748-1007
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ol andgasitd.

FAX COVER PAGE

DATE: M & (7 PAGE 1 OF 2§

] i including cover page)
TO: /ﬁ FAX #

ATTN:
FAX # {204) 934-5820
TEL # (204} 934-5856

EROM:

If you do not receive all the pages in this transmission, please notify the sender.

1111 - One Lombard Place, Winnipeg, Manitoba R3B 0X4 Telephone: (204) 934 5850 Fax: {204} 934-5820
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CROMER UNIT NO. 1
UNIT AGREEMENT
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UNIT AGREEMENT

CROMER UNIT NO. 1

WHEREAS tha Parties own Royalty Interasts and Working interests, or elthar of tham, in the Unitized Zone;

AND WHEREAS tha Parties desire that the Unitized Zons be developed, produced and operated as s Unit, as
hereinafter provided;

NOW THEREPORE in considaration of the covenants herein contained, the Partiss agres as follows:

ARTICLE I: DEFINITIONS

101.  Definitions
In this agreament;
{a} “Effscdys Date™ means the tine and dato referred 1o in Ardale XIV;
() “Lopse" means an instrument granting & Waorking Interest in any lands in the Unit Areas;

(¢} "Quiside Substanges” mesns sny substances initially obtained from any source other than the Unitized
Zone or any Unitized Substancss with respect to which royaity has been paid;

{d) "Party” mesns a person who is bound by this Agresment;

{s) "Paygleym Brangh” means the Department of Enargy and Mines, Petroisum Branch esteblished under
The Oil and Gas Act;

(h  "Pevvlsym Subwuances” means petroleum, nutural gas and related hydrocarbons (except coal) and all
substances whather gaseous, {iquid or solid, which are produced in msscciwtion thorewith, or any of
them;

(g} “Hovaity Intereus” means
i an ownarship, fas simple, or simiiar estate In Petrolsum Substancas in the Unkized Zone, ar

i a right 1o a share of Petroleum Substances produced from the Unitized Zono, to a share of the
proceeds fram the sale of such Peucleurn Substances, or 1o a payment based on the quantity or
value of such Pewroleum Substances, but doss net include a Working intersst, the interest of a
purghaser or such Petrolsum Substences after production, or & mortgage, charge or like interest
grantad ar seéunity in a financial transaoction;

(h)  "Royalty @wner” means a Party owning » Noyalty Interest in or in reapact of Unitized Substances;

i *Spaging Unit" means the area slicoated 1o a well by the Petrolsum Branch with respect to the Unitized
Zons for the purpose of diiling for or preducing Petrolsum Substances;

i  "Tract" moans a patosl of land described and given a Tract number in Exhibit "A" and shown oudinsd an
Exhibit "B™;

(k) “Tract Participation™ means the Pardolpation parcontags allocated to a Tract pursuant to Article V1 and
sot forth in Exhibit "A";

) "UpisAres® means the lands described in Exhibit "A" and shown outlined an ExNbit "B™

{m} “Unit Operations” means any operations of sctivitias yndertaken In connsction with the Unitized Zone,
the praduction ot handiing of Unitized Substances or the installation, oparation, maintenance of removal
of squipment or facilities, insofar as such operations or activities hava been autharized ar provided for
under this agresment or the Unit Operating Agreement

{n}  "Unit Qperator™ means the person who is 3o designated under the Unit Operating Agresmaent;

o) "Lnit Oporeting Agreemant” means the agreement entithed "Unit Qperating Agresmant - Cromer Unit Ne.
1" antered into by the Working Interest Cwners;

(p) “Unitized Zona" means the Bakken Formation of the Mississippian Age underlying the lands within the
Unit Area as same is shown oh the compansated neutren litho-density log of the Tundra Daly
11-14.9.28 WPM wall in 11-14-9-28 WPM, in the Province of Manitoba bstween the intarvals of B41.0

Unit Agreement: Cromer Unit Ne. 1 Page 3

05/08/98 FRI 11:57 [TX/RX NO 7753]




S PHITWETLIYY 11igl JUNDRA UIL HNL LHD 1Lk, 284 934 5820 P.RB5-8024

metres and 843,0 metrer &s measured from the kelly bushing at 11-14-3-28 WPM and shown on Exhibit
g
(@)  "Upitized Substances” means Petroleum Substances in or obteined from the Unitized Zone;

) "Waorking lqterwst” means any interest which entitles the owner thereof to produce and dispese of, or 10
participata in the production and dispesition of, Petroleum Substances from tha Unltized Zone, and with
which is associated & responsibility to bear #ll or B portion of the costs of racovering such Petroleum
Subetances;

(s} "Werking Intecsst Owner™ means a party owning a Working Interast in or in respsct of Unitized
Substances;

{  "Minigter” means the membar of the Exscutive Councll charged by the Lisutsnant Govarner in Council
with the administration of The Qil and Gas Aet of Maniteba.

ARTICLE M: EXHIBITS
201, Exhibits
The following sxhibits are attached to and Incorporated in this agresment:

(a}) Exhibit ~A" which numbars and describes each Tract and sats forth its Tract Participation, the namas of
the Working Interast Owners and thair respsctive shares of the Working Interest, together with the
names of the Royalty Owners andd their respective shares of the Royalty interest;

(b} Exhiblt "B" which is & plan of tha Unit Arsa Identifying ths Tracta;

{e} [Exhibit "C" which Ix & reproducton ot & partion of the compsnsated: heutron litho-density log referred to
in Subclayse 101(p) hareof,

202. Exhibits Corregt

Euch sxhibit shall be desmsd conclusively to be corract to the sffective time of a revision or correction thereof
as herein provided.

203, Corregtion of Exhibite

If any mistake or mechanical error oocurs in an exhibit, Unit Operator may, or upon request of the Working
Interext Ownars shall, prepare a correoted sxhibit but the date used in establishing Tract Participation shall not be re-
svisluated.

204.  Eftegtive Time

Any correctad exhibit prepared on or before the Effective Date or within ninety (80} days therewfier shall be
offective on the Effective Date. Any corrsctad exhibit prepared after the sald ninety (80} days shall bo sffective at 8:00
a.m. on the firat day of the calendar month next following ita preparation or on such other date as is determined by the
Working interest Owners.

205.  Subplying of Exhibite

Ewch time that an exhibit in revised or correctsd pursuant te this agreement, Unit Opsrator shail supply the
Petrolsum Branch with two copiar and shall supply sach Working Intsreat Owner with the numbor of copies of the
exhibit it raquests. Each Working Interest Owner shall supply sach of its Royalty Owners, axcapting the Crown, with o
copy thereof.

z06. Fot| f i r

Exhibits that are revizsad or corrected shall ahow the effective time of the revision or correction and shall be
numbered consesutively.

Unit Agreement: Cromer Unit No. 1 Page &

05/08/88 FRI 11:57 [TX/RX NO 7753]




CPHY—YE-1550 11:01 TUNDRA OIL AND GRS LTD. 204 334 5820 P.806-824

ARTICLE I UNITIZATION AND EFFECT

301. \nitization

On and after the Effsctive Dats the interests of each Royalty Owner and of sach Working Interest Owner in the
Unitized Substaness atd ih the Unitized Zone ate hereby unitized, in accordance with the provisions of this agresment.

302.  Pernonsl Property Excepted

All lopss and wall squipment haretofors or hereafter placed by any of the Working intersst Owners on lands
comprised in the Unit Area shall be desmed conclusively to be and shall remasin personal proparty balonging to and may
be removed by the Working Interest Owners. Tha Working Interest Owners' rights and intarests thersin are wet forth in
the Unit Operating Agreement,

103, Continustion of Leages

All Unit Operations and wil production of Unitized Substances shall, except for the purpose of calculating
paymants to Royalty Owners, bs desmed conclusively to be operations upon or production from all of the Unitized Zone
in each Tract, and sych cperadons or producton shall condnue in force and offect each Lease and any othsr agresmant
or insrrumant relating to the Unitized Zons ot Unitized Substances as if such opesrations had been conducted on, or a
well had baen drilled and was produsing from sach Tract or Spasing Unit, or portion thereof, in the Unit Area.

If from tme to time during the term of this Agresmant the production of Unitized Substances and the conduct
of other Unit Operations is temporarily interrupted or suspended:

(a}) for any period not sxceeding ninety {90) consecutive days or
(b}  for any petiod during which an svent of force majeurs contsmplated by Clause 1305 ia in effeor,

thon, for the purposes of this Clauss 303, Unitized Substances shall be desmead to have been produced throughout any
such periad.

304, Loases Amended

Ench Leass and wny other sgreement or instrument reletng to the Unitized Zone or Unitized Substances s
hersby amended only to the axtent hecessaly to maka it conform to this agresment.

a0s.  pificaton of Luanex

Except for & Lease in respect of which a royalty Owner is involved in a court aoction which has been
sommenced and Is pending on the EFfective Date, sach Royalty Qwnet hersby ratifies sach Laase, as amendad by this
agreement, to which it is a party, and hersby canfirms that no hotica of defsult hax besn given and remains outstanding
Wwith respect to any such Lease, and that sach Lease ia In effect as of ths Efective Date. The provisionz of this Clause
305 do not constitute a walver, and shall not give rise 1o an astoppel, of any right to pursue the snforosment of any
outstanding obligation under any such Lease.

308.  Eiffect of Unitization oo Titas

Nothing in this agreement, nor the Unit Operating Agresmant shall be construod as a transfer or sxchangs of
any intarest in the Leasas, Tracts or Unitized Zone, or in the Unitized Substances before production thereof,

307, Nams
The name of the Unit hereby constituted is "Cramer Unit No, 1",

308.  Equipment and Facilities

All aquipmunt and facilities used in connection with the Unit Operations and herotofore or hersafter instailed,
affixed or constructed by sny of tha Working Intarsst Owners on or in lands within the Unit Area are and shall remain
the parsonal property of the Working Interest Owners, or. such of them as rmay from time to time have an interest
therein, and, except as otherwise provided in Clause 1503, no interest in any such equipmaent and fadilitisg shall vest in
tha royalty Owners by virtue of the provisions of this Agreement.

Unit Agrearment: Crarner Unit No. 1 Page B
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ARTICLE 1v: AUTHORITY TC WORKING INTEREST OWNERS
401.  QOperatigns

The Working Interest Ownuerzs are hersby granted the right to develop and opsrate the Unitized Zone without
rogard to the provisions of the Leases or the boundary linea of the Traot or Spacing Units in such manner snd by such
means and methods as the Working Interest Owners consider appropriata. Without imiting the genserality of the
foregoing, the Working interest Ownars shall have the right to inject any substance or combination of substancas into
the Unitixed Zons and to convert and usa as injaction wells any wells now existing or hereafter drilled into tha Unitized
Zane.

402.  Delggation

The Werking (ntersst Qwners may delegate to Unit Operator any of the rights and powers herein or otherwize
grantad to them.

403.  ¥ors of Working Interest Ovwnery

Any matter to be determined under this agresment by tha Working Interest Owners may be determinsd by vate
of the parties to the Unit Operating Agresment as prescribed therein.

ARTICLE V: INCLUSION AND QUALIFICATION OF TRACTS

501.  Tragta Ingluded eh Effoctive Dato

The Tracts included in the Unit Area as of the Effectiva Date sre thoss Tracts which are qualified under
Clause 502

{a)} before the Effective Date; ar
{b}  on or within ninety (90) days nfter the Effective Dats.

502.  Qualification of Tracts

A Truct is qusiifisd for inclusion in the Unit Araa when its tite has been approved by the Warking Interest
Ownera under Clause 1102 and when:

(a) owners of one hundred percent (100%) of the Warking Interests thersin have bavome Partiss and pertiss
to the Unft Operating Agresment and owners of one hundred percent (100%) of the Royalty Intsrast
thersin have become Partiss; or

{b)  owners of ohe hundred percent (100%) of the Woarking interests thersin havs become Partiss and partisa
te the Unit Oparating Agresment and ownaers of fsss than one hundred parcent (100%) of the Royalty
Interest tharein have becomne Parties, and such owners of Working intsrests agres, if required by the
othar Working Interest Qwnars, to indemnify tha othar Working Intersst Owners in a form and manner
satistactory to tham for any less or demages that may be suffered by such other Working interest
Owners in respact of clsims and demands that, because of the Inclusian of the Tract in the Unit Area,
tnay be made by thess owners of Royalty Interests in the Traet who have not becoms Pantlas; or

{e} awners of the Working Interests thersin have agraed with the owners of Working Interasts than Parties
and parties to the Qperating Agrssment as to the basis on which the Tract shall bscome qualifisd, whare
tha Trast sennet be qualified pursuant to Subclause (a) or {b) of this Clausa.

503, Rovigion of Exhibit

Within one hundred twanty (120} days sfter the Effective Date the axhibits shall be revised, if necesrary, to
$at out only thoss Tracts included in the Unit Area under this Articie. The ravised Exhibit *A" shall set forth tha Tract
Partdolpation of the Traets rescaloulated on the same basis and using the ssme duta aa that used in the calculation of
Tract Participation in the orlginal Exhibit "A™ and so that their summation ia one hundrad percent {1005G6), Tha axhibits
a3 50 revised shall bs sffsctive as of the Effectvs Date.

Unit Agreement: Cromer Unit No. 1 Page B
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ARTICLE VI: TRACT PARTICIPATION
601, Tvagt Particingtion

Each Tract has the Tract Participation ascribed to it in Exhibit "A",

ARTICLE VII:  ALLOCATION OF UNITIZED SUBSTANCES PRODUCED

701.  Allogation to Tracte

Subject to Clauses BC1 and 802 the Unitized Substances when produced shall be allocated to the Tracts in
mocordance with thalr Tract Participation. The amount of Unitized Substances allocated to each Tract, and only that
amount, regardiess of whether it be mors or jss=s than the ameount of actual production of Unitized Substances from the
wall or walls, if any, on the Tract, shall be deemod conclusively to have bean produced from the Tract.

702, Allocation Among Parties

The Unitized Substances allocated to a Tract shall be further allocated smong the Werking Interset Qwnars
tharsof in accardance with their respsctiva percantage Working Interasts in the Tract ak set forth in Exhibit "A", and the
Working interest Owners of wach Traat shall sccount to the Royaity Owners of such Trast for sny royalty payable or
daliverable 10 such Royalty Gwnars in respect of tha Unitized Substances aliocated to such Tract,

703.  Calouladon of Aovalty

The Working Interest Owners of aach Tract shall ealculate royalty on the Unltized Substances allocated te the
Tract at the applicable rate under the Leume, other agreamant ar instrument relating to the Tract. The Royalty Owners
of each Tract agree to accept payment aof royalty so caloulated in aatisfuction of the obligation of a Working Interest
Owner to make royalty payments oh Unitized Substances under the Lasse, agresment or othar instrument covering auch
Traot; but & lessse under u Lease shall not bs relleved from making paymant of royasity to ite lessar if payment s not
made by tha Working Interast Dwner an aforassid. In aalculnting royeity en residus gas, sulphur and fluld hydrooarbons,
or sny of them, obtained by procsssing Unitdzad Substanaes, other than crude oll, by compreasion, absorpdon or other
plant extraction or stabllizevion, propsr silowances shall bs mads for costs, expenses and charges, Including a
reasonable return on investment, inourred in or attibutable to gathering and processing the Unitized Substances.

704,  Iaking Unitized Subgtances in Kind

The Unitized Substanses slccated to a Tract shall be delivared in kind at tha time and place of production to
the Working Interest Owners sntided thersto who may, if there is no interferenca with Unit Operations by them,
construet, maintain and aparata in tha Unit Area all necessary facifities for taking delivery in kind.

705.  Pailure to Yako in Kind

To the sxisnt that a Party entitled to take in kind any of the Unitized Bubstances falls to take or otherwise
disposge of them at the time and place of produetion, then so long as such failure continues, Unit Cperator, as agant and
fur the account ond at the sxpsnee of such Party may sell, stora, inject or othearwise dispose of thern. Whare thers is a
sale the "net proceeds” remalining from the sals shall be pald te the Party, Unit Operator may contract for the sale
thersof only for the minimum term obteinsble which in no ovent shall sxocssd ons {1) Year. When Unit Oparator has so
contracted, the Party may take its share of the Unitired Substances in kind upon the sxpiration of the ourrant salas
contract. The "net proceads™ for tha purposs of this Clauss chall mean the procesds from tha sale of tha non-taking
Party's share of production, lass all direct costs of the sals, including processing and shipping costs,

706.  Royalty an Quiside Subswnces

If an Outside Substance is injected into the Unitited Zona, the first like substance eontained in the Unitized
Substancss subsequanty produced and sold or ussd other than for operatons hereunder shall be deemed cenclusively
to be that Outside Substance until a quantity squal to the quantity of the Outside Substance injscted into the Unitized
Zone is rocoverod. No royalty shall be payable on any substance which is deemad conclusively tu be en Quuaide
Substancs.

MAY-BE-1998 117U TUNDRA OIL AND GAS LTD. 204 934 SE20  P.OPS/B24
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707.  Savaral Boyaicy Liability

Without limiting the genarality of the provisions of Clauses 702 and 1304, nothing in this Agreement shall be
construed as giving riss to any right antitling the Royalty Ownets of a Tract to look to any Warking Intersst Owners
other than the Working Interast Owners of such Tract for tha satisfacton of royaity obligatians in respect of such Tracr;
provided, howaever, that in the avent that the Werking Intarest Owners sf a Tract ars hot the same persons as the lessee
undor a Lease relating to the Tract, the provisions of this Clause 707 shall not be construed as ralleving such lessee of
any obligation to acoount for royalty paysble or deliverable to the lessor under such Lease If the Working Interest
Ownars fall to comply with thair obligations in that respsct.

ARTICLE VIlIIl: USE, LOSS AND RE-INJECTION OF UNITIZED SUBSTANCES
801.  Uso orloss

The Working intsrast Ownesrs may use as mich of the Unitized Substances, other than crude oil, as they deemn
nacessary for Unit Oparations. Unitired Subatances so used or injectad and Unitized Substances lost shall be excluded
in ollocating Unitized Substances to Tracts, and ne royalty or other payment shall be payable in respect thersof.

802.  Relpisctipn

The Working interest Owners are heroby granted the right 1o re-inject Unitized Substances into the Unitized
Zone for any purpose related 10 the Unix Operations. Unitized Substances so injected shail be sxcluded In allocating
Unitized Substances to Tracts, snd nho royalty or other paymont shall be payable in respect thereof umtl they are
recavored for sale or for use other than for Unit Opaerations, )

ARTICLE IX; ENLARGEMENT OF UNIT AREA

901. Enlergoment

Afver tha expiration of ninety (90) days following the Effective Date, if an owner of & Working Interast in lands
adjoining the Unit Area makes spplioation to enlarge the Unit Area to inciude such adjoining lands which appsar to be
potentally productive of Potrolsum Substances from the Unitized Zone the Working Interost Owners may approve the
enlargement of the Linit Ares to include such adjoining landa on such terms and conditions as the Working Interasm
Ownors may ¢onsider appropriate, and, f such adjoining lands qualify for inclusion in the Unix Area under Claurs 502,
the Unit Arss shall be snlarged 1o includs such adjoining lands. Notwithstanding that any owner of a Working Interast
or & Aoyaity Interest in such adjoining (ands is aiready a Party, such awner shall not, for the purposes of the qualification
of sych adjeining lands under Clauss 502, bs considered to have axsouted and deliversd this agreemant untll it sxacutes
and delivers to the Unit Operator an additional counterpart of this agresmaent incorporating exhibits which refloct the
proposed anlargement and which are stated to ba sffective as of the sffective date of such sniargsment.

902.  Adiystmant of Tract Partcipation

The Tract Participaton of sach Tract added pursuant to Clause 301 shall be datermined by the Working
Interest Ownars. The Tract Partiolpation shall then be adjusted in order that: /

(a3} tha ratios of the Tract Participation of Tracts shown on Exhibit A" immadiately prior te the snlargsment
remain tha same to sach other; and

(b} the total of the Tract Participation for all Tracts of the snlarged Unit Area and Unitized Zone is one
hundred percent {1009%).

903.  Exhibits \/

Unit Operator shall revise Exhibits "A" and "B” as required by the enlargesment,

Unit Agreement: Cremer Unit No. 1 Page 8
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204, active Ti rgement

An snlargement pursuant to Clausa 901 ahd ah adjustmsnt of Tract Faniclpation under thizs Articla shall
bacoms effective at 8:00 a.m. on the first day of the first calondar menth follewing approval of sdmission under Clause J
901, Traoct qualification under Clause 502 and the date the Unit Agresment is registersd by the Parrolsum Branch.

905.  No Rewroaetive Adiustment

There shall never be any retwoactive adjustment of the allocation of Unitized Substances by reason of an /
anlargament undaer this Article.

Vil
,)J"‘\ ‘\\J b
905.  Possible Additonal Tract A

A possible sdditonal tract comprising of LSD's 7-14/8-14-9-28 WPM has been idenffled. While devalopment
has not procesded dus to sconomic factors, the possibility sxists that this tract will be devaldped prier to the expiry of
current lease for this tract. Notwithstanding the sther Clauses of Article IX, ahoyld £ : Hethy the following
methodology will be ussd to redetarmine the Unit Tract Fectors: ~ Taac tc. pmiion v’

(a}  Six (8) months of production will ba required from tract 7-14/8-14 with the last 90 operating days ussd /
in the Traot Participation redetermination.

{b)  Similarly, the producden during the last 80 days, refersncad to the same time period as tract 7-14/8-14, /
will ba usad in the redetermination of Traet Participation in the unitized walls.

{c}  Tha Tract Participation assigned to the 7-14/8-14 tract will be calculnted on the basis of the producton /
{refer 10 (a)) from the 7-14/8-14 tract as a percentage of the 1otal Unit production during the sama time
period (last 30 aperating days).

{d) The Tract Pamicipation of the remaining Tracts in the Unit will be adjusted in proportion to their
percentage in tha Unit prior to the devalopment of tract 7-14/8-14, to raflect the change In ‘ract

7-14/8.14, . .
)-@\44-.. ._-,.,\_,;;‘_\:_.r_..-.\ of Qo 903, WL app) ‘\'u h-l_,
e .':)1 -l ’ 'f- f-l;n'-.'.-.k i Try ! v ’0/ Q&AH'N‘)L- dF

ARTICLEX:  DISPUTES T A
1001. Disgytes e | -k"’ 7-"{ I'Z.'

If the title or right of a Party to recsiva in kind all or any pordon of the Unitized Substances allocated e a -&\”
Tract, or any shate of the prooseds from the sale thereof, is in dispute, the Party concerned shall Tarthwith give notice

thersof to Unit Operatar. if Unit Operator is s notified or it Unit Operator is directed to do so by the Working Interest

Owners in the svent that it is otherwise informed of the disputs, Unit Operstor shall withhold and sell tha pertion of the

Unitized Substahces the tids of right to which is in dispute, and hold in trust the proceeds fram the sale thareof wntil:

PR

{a}  the Purty concernad furnishes security in & form and manner satisfactory to the Working Interest Owners
for the propar acocunting thereof to the rightful owner or ownors if the title or right of the Party shall fail
in whola or in part, whersupon the proceeds shall be paid to the party; or

(b} the tide or right therato is ostablished by a final judgment of a Court or otherwise 1w the sadafaction of
the Working Interest Owners, wheraupon sush procesds shall be paid to the psrson rightfully enttied,

it Unit Operator doer not comply with this Cisuse because It Is not notified of a disputs by a Party conoarned, that Party
harsby agrees to indemnify and save harmiess Unit Operater from any loss or damage suffsred because of anything
done or omitted to be done by Unit Operator becauss it was not notfied.

ARTICLE XI: APPROVAL OF TITLES
1101. Tites Committee

Tha Working Intarest Ownars shall appoint a Titlaw Committes which shall invastignte tha ownership of all
Tracts, Esch Working Intereat Owner shall submit to the Title Committae such title data and information as the titles
Cormmities may reasonably requira from time to time. The Titdes Committes shall report the result of its investigation to
the Working Interest Owners specifying the titles to Tracte which it unanimously recommends for approval,

Unit Agreement: Cromer Unit No. 1 Page 9
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1102, tovpl i i ar Q IE]
The Werking Intarest Owners may approves:

{a} the titles of Working intersst Owners to Tracts which have bssn unanimously recommended for approval
by the Titles Committes; and

(p) the ttles of Werking lnterast Owners to Tracts which have not been unanimeusly recommended for
appraval by the Titles Comnmittes but with respsct to which such Working Interest GQwners havs agreed
to indemnify tha othar Working Interest Ownera, (n a forrh and manner satisfactory to tham, from loss or
damage that may be suftersd by them in respect of clains and demands rnade because of subsequent
fallute of the Working Interast Owners' ttle.

Notwithstanding the foregoing, the Werking Interest Owners may approve any title that has net been unanimously
recommended for approval by the Titles Carmimittee.

1103.  Subsequent Faliure of Title

If the tide of a Working Interesr Owner ta a Tract fails, the Tract shall be excluded from this agresment and
the Unit Operating Agreamant as of 8:00 a.m. on the first day of the calendar month in which the fallure of title is finally
daterminad unless:

(a) any other Party is held or declared te pwn the title in which event that Party shall bes bound by this
agraament and the Unit Operating Agresment in respsct 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 Exhibitg

Unit Opsrator shall revise the exhibits to reflect any change in awnership in or exclusion from this agreement
of & Tract pursuant 1o Clause 1103. Whara a Tract in axcluded, the Tract Participations of the other Tracts shall sach be
increased, without changing their retios to sach othar, wo that their summation is ons hundred percent {100%). The
revised exhibits shall be offactive as of 8:00 a.m. on the first day of the ealendar month in which the failure of title
refarred to in Clause 1103 is tinally determined.

ARTICLE XII:  TRANSFER OF INTEREST
1201.  Dispopivion

In this Clause “disposition” means » sale, assignment, transfar, loase, subleaxe, conveyance, parting with
posssusion, 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 interast in the Party's interast in such Tract. A diaposition shall
not be binding on Unit Operator untll the acquiring parties who are not Parties havs axecuted and deliversd 1o Unit
Operator counterparis of this agresment, and st least ona of the parties tharato has given notce tharsof to the Unit
Qperator, Unit Operator shall revise the axhibits to reflsct oach disposition of an interest in a Treet and the revised
oxhibits shall bs effsctive as of 8:00 a.m. on the firsx day of the caiendar month next tollowing the calendar month in
which the notiss ia received by Unit Operator.

1202. Muliipls Rispesition Not to increase Costs

it any disposition of an intarest by a Party in a Tract chould be made to muidpls parties so that ths expanse or
dutiss of Unit Operatar are theraby increassed, the Unit Operstor may require the assignee parties (and Parcy if it rataing
un interest) to appoint ons of their number as reprasenting all of them for the purposs of this agresment, uniess
arrangsments sstisfaotory to the Unit Qperator are mads 1o compsnsats the Unit Operator for the increasad sxpensee or
duties.

Unit Agreement: Cromer Unit Na. 1 Page 10
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ARTICLE XIill! IN GENERAL
1301 . Exocution in Countarpart

Thiz agreement may ba sxaecuted in ssparate counterparts and all the exscuted countsrparts together shall
constitute one agreement. Exscution of this agreamant by the Minister shall be on behalf of the Crawn only as owner of
Royalty Interost.

1302.  Dual Capacity

If a Party owns o Working Intersst and a Royalty Intarsst, its execution of this agresment shalt consdtute
exsciition in both capacities,

1303.  Subseguont Exeoution

An awner of an [nterest in a Tract who has not become a Party as of the date the Tract was inciuded in the
Unit Area under Article V or 1X, may becema a Party with rospect to thst interest only an such terms and conditions az
may be prescribed by the Working Interest Owners.

1304.  No Partnership

The dutiea and obligations of the Partles shall be separate and not joint or eollective. Nothing contained in this
agresment shajl he construed ta create a partnorship or association.

1305.  FEgrow Malgure

Neither Unit Operator hor any Party shall be desmed to ba in default with respect to non-performance including
deiay or fallure to partially perform any or all of jts obligations hereundsr, other than financial, if and eo long as its non-
psrformancs is due, in whole or in part, to any cause beyond its reasonsble eontrol, but isck of funds shall net be a
omurs beyond » Party's reasonaeble cantrol. The performanacs of such obligations shall bagin aor be resumed within a
renscnable tme after such cause hak been removed. Neither this agresment not any Lease or any other agresment or
instrumant relating to the Unitized Zone or Unitized Substances shall werminate by reason of suspansion of Unit
Operations for the cauae set forth in this Clause.

1308, Taxes

Each Party shall bs separately lisble to the axtent of its ownership for all taxes on Unitized Subatances and
with respact 1o the production or sels of Unitized Substances, A Working Interest Owner may, at any time and from
time to time, pay said taxer an behalf of its Royslty Owner and deduct the amount of the payment from the Royalty
Ownar's reyalty. Thoss taxes with respect to the prodiction or sale of Unitized Substances shall be adjusted so that
they ars borne as it the basis of taxation was the allocation of Linitized Substances hersunder.

1307. Right of Redemation

A Working Interest Owner may, at sny ime and from time to vime, with full rights of subrogation, redaem for
its Royalty Ownaer any agresmant for sale, morigage, or other lien or encumbrance of any kind or nature affecting any
interest in the Unit Ared in the svent of default of payment by the Royelty Owner and deduct the amount of any
payment made hereundar from the Royalty Owner's rayaity.

1308. Inmpretation
Tha Clauss Headings in this agresment shall not be considered in intorpreting the taxt.

1309, Number and Gandar

In this agreement words impordng the singular include the plural and vise versa; words importing the
masculine gender include the fsminine and vice versa; and weards importing parsons include firms or corporations and
vice versa.

Unit Agreement: Cromer Unit No. 1 Psge 11
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1310. Time

In thiz agreament all time= are "official imes* az dafined in The Official Time Act of the Province of Manitoba.

1311, Compliange. with Legisiation

Tha provisionz of The Ojl and Gas Act anhd regulations of Manitoba thersunder, as samsnded from Uma to tims,
taks precedenca over this agresmant.

1312.  Goverping Law

This Agreement shall be gaverned by and construed |n accordance with the Inws of the Province of Manizcba,
and sach of the Parties submits to the jurisdictdon of the courts of the Province of Manitobs for the interpretation and
snfercament heraof,

ARTICLE XIV: EFFECTIVE DATE
1401. ffective (]

The ynitization provided for herein shall become affective at 8:00 a.m. on the firat day of tha first catendar
month following:

(n) the date of the qualification under Clause S02 of Tracts having a cormbined Tract Participation of one
hundrad percent (100%) ax originally set out in Exhibit "A"; and

{b) the date the Unit Agresment is registersd by the Pstroleurn Branch,

1302.  Notice of Effective Date

As soon as possible sftar the Effective Date Unit Operator shall notify all Working Interest Owners of the
Effective Dats and each af the Tracts qualifivd as of the Effective Date, and each Working Interest Gwner shall advise
sach of its Rayalty Ownars of the Effsctive Date.

1403, Bslagye of Partiss

This agreement shall caase to bind the Parties it the unitization provided for herain has not bacome effectiva
on or bofora the first day of December, 1998,

ARTICLE XV: TERM
1501.  Rffect of Exooution and Delivery

Subject to Clauss 1402 this agreement is binding upon & parson who sxecutes and delivers » counterpart
thereof 10 Unit Operator, and that person is bound by this agrasment as of the tims of such delivery. This agreement
inures to the benefit of and is binding upan the heirs, executors, administrators, successors and assigns of the Parties.

1502.  Termination

This agreament terminates ninety (90) calendar days after all welis for the production of Unitized Substances
in the Unit Arsa have been abandoned, plugged or disposed of or upon the ternination of the Unit Operating Agreement,
and thereafter the Parties shall be governed by tha terms and provisions of their Loases and other agresmants of
instrumenty relating to the Unjtized Zone or Unitized Substances.
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1803. Salvagin uipm, v) Termination

The Rayalty Owners grant the Working Intarest Owners the right for a period of six (8) months after
termination of this agresment to salvage, ssll, distibute or otherwise dispoaa of the parsonal property and faallities used
in connection with Unit Operations,

1504.  Notice to Aovalty Owners

The Working Interest Qwners shall give notics in sccordancs with their Leases to their respective Royaly
Owners of the termination of this agresiment within thirty (30) calendar days thereatter.

Unit Agreement: Cromer Unit No. 1 Page 13
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IN WITNESS WHEREOF the Partics have executed this agreemant sach on the date shown bslow,

DOR!S MARIE GOULD

(DATE)
ADDRESS FOR SERVICE:
2113 Agincourt Crascent
Burlingron, ON L7P 1P3
Exeoution Page forming part of the Unit Agresment - Cromer Unit No. 1
Unit Agreement: Cromer Unit No. 1 Page 14
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IN WITNESS WHEREQF tha Partiea have sxacuted this agreement each on the date shown belaw,

SONI|A HELEN JACQUES

(DATE)
ADDRESS FOR BERVICE:
F.O. Box 1376
Virdan, MB ROM 2C0
Execution Page forming part of the Unit Agraemant - Cromer Unit No, 1
Unit Agreement: Cromer Unit No. 1 Page 15
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IN WITNESS WHEREOF the Parties have sxecutsd this agreament each on the date shown helow.

MONTREAL TRUST COMPANY

(DATE)

ADDRESS FOR SERVICE:
600, 530 Elghth Avenus SW
Calgary. AB T2F 358

Fxocution Page forming part of the Unit Agreement - Cromar Unit No. 1
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IN WITNESS WHEREGF the Parties have executed this agfeament sach an tha date shown below.

MONTREAL TRUST COMPANY

{DATE)

ADORESS FOR SERVICE:
P,0. Bex 359
Winnipeg, M8 R3C 21

Exacution Page forming part of the Unit Agresment - Cromer Unit No, 1
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IN WITNESS WHEREOF the Parties have executed this agresmant sach on the date shown balow,

MCRRIS JOHN SENKIW

DATE)
ADDRESS FOR SERVICE:
General Dalivery
Virdan, MB ROM 2C0
Execution Page forming part of the Unit Agresrment - Cromer Unit No. 1
Unit Agreement: Cromer Unit No. 1 Page 19
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IN WITNESS WHEREQF the Partiea have exacuted this agresment oach on the date ahown bslow,

TUNDRA OIL AND GAS LTD.

{DATE)
ADDHRESS FOR SERVICE:
1117 Gne Lombard Flace
Winnipeg, M8 R38 OX4
Execution Page forming part of the Unit Agreement - Cromer Unit No. 1
Unit Agreement: Cromer Unit No. 1 Page 20 -
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IN WITNESS WHEREOF the Parties have executed this agraement each on the date shown below.

HER MAJESTY THE QUEEN IN RIGHT OF
THE PROVINCE OF MANITOBA

(DATE)
WA g e, \rﬂmy P N TP
ADDRESS FOR SERVICE:
MANITOBA DEPARTMENT OF ENERGY AND MINES
360 - 1393 Ellice Avenus '
Winnipeg. MB R3G 3F2
Exeacution Page forming part of the Unit Agrasment - Cromer Unit No. 1
Unit Agreement: Cromer Unit No. 1 Page 16
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EXHIBIT "A': TRACT PARTICIPATION

Attached to and made part of an Agreement Entitled
Unit Agresment - Cromer Unit No. 1

Aprl 15, 1998

L‘M ) valty =1 Tract

Desoription Participation
%

LSO O wner
T

158 10-11-0-28 WPM___| Tundra O end Qes Led, Crown Provinos of Maniteba | 13.8007§
9118 12-12-8-28 WPM _| Tundra O and Gax Ltd, Grown Province of Manitaba 13.87840
18 2-14-9-28 WPM Tundra 0@ and Qus Ltd. Crewn Provinoe of Manitobs 15.12404
8-14-2-2B WPM Tundra Off and Gas Ltd. Montreal Trust {(CGY) / 9.13248
Monueal Trust (WPG) ¥
9 & 10-14-9-28 WPM Tundra Oil and Gus L, Crown Province of Manitoba 712317
11 8.12-14-8-20 WPM Tundra O and Gas L. Crawn Provinos of Manitoba 9, 40614

13-14-9-28 WPM Tundra Oil and Gus Ld. Crown Province of Manitoba 3.37299

14 & 15-9-268 WPM Tundra Oll and Gas Ltd. Crown Provinoe of Manitobs 11.189727
1 & 2-23.9-28 WPM Yundra Ofl and Ges Ltd. D.M. Gould ¢ 1.58858

8.H, Jacques
M.t Senkiw 4
LA, Yakobovich
3 & 4.-23-9-28 WPM Tundra Oll and Gan Ltd. Tundra Ol and Gas Ltd,/ 1,09738
Montreal Truat (CAY) v
S & 6-23-9-28 WPW . Tundra il and Gas Lid. Tundra Qil snd Gas Ltd, 12.38938
Monsreal Trust (CGY) /

(-1 ‘/-

CRwiN MRRE - 73.79 /,

Unit Agreement: Cromer Unit No. 1 Page 22
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EXHIBIT 'B’

Attached 1o and made part of an Agreement Entitled
Unit Agresment - C{omer Unit No, 1
1

P Bie AOBDrT ur A
Tract (cLanse ‘)o(,)

TWP 9 RGE 28 WPM

Page 23
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Unit Agreement - Cromer Unit No. 1
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