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UNIT AGREEMENT
NORTH PIERSON UNIT NO. 1

WHEREAS the Partiss own Royally Interests and Working Interests, or either of them, in the Unitized Zone;

AND WHEREAS the Parties desire that the Unitized Substances be developed, produced and operated as a Unit,
as herelnafter provided;

NOW THEREFORE in consideration of the covenants herein contalned, the Parties agree as follows:;

ARTICLEI: DEFINITIONS
101. Definitions
In this Agreement:
(a) “"Crown® means Her Majesty the Queen In Right of the Province of Manltoba
(b) “Effective Date” means the time and date referred to In Article XIV:
() “Lease® means an Instrument granting a Working Interest in any lands in the Unit Area;

(d) "Outside Substances” means any substances Initially obtained from any source other than the Unitized Zone
or any Unitized Substances with respect to which royalty has been paid;

(8) “Party" meansa person who is bound by this Agreement;

() “Petroleum Branch” me

~etroleum Branch established

2aNS
under The Ol and Gas Act;

(0) “Petroleum Substances" means petroleum, naturai gas and related hydrocarbons (excapt coal) and alf
substancses whether gaseous, liquld or soild, which are produced in association therewith, or any of them;

(h)  "Royalty Interest” means
)] an ownership, fee simple, or similar estata in Petroleum Substances In the Unitized Zone, or
i) a right to a share of Petroleum Substances produced from the Unitized Zone, to a share of the

of such Petroleum Substances, but does not Include a Working Interest, the Interest of a purchaser or
such Petroleum Substances after production, or a morigage, charge or llke Interest granted as security

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

()  "Spacing Unlt* 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;

(k) this Agreement”, *herein®, "hereto®, "hereof” and similar expresslons mean and refer 1o this Unit Agreement

() “Tract means a parcel of land described and given a Tract number In Exhibit "A° and shown outlined on
Exhibit "B";

(m) "Tract Participation” means the Participation percentage allocated to a Tract pursuant to Article VI and set
forth In Exhibit A"

(n)  "Unit Area” means the iands described in Exhibit A" and shown outlined on Exhibit *B™

(0) "Unit Operations” means any operations or activities undertaken in connection with the Unitized Zone, the
production or handiing of Unitized Substances or the installation, operation, maintenance or removai of
equipment or facllities, insofar as such operations or actlvities have been authorized or provided for under this

agreement.
(p)  "Unit Operator* means the Party designated under clause 402 hereof;
(@) "Unitized Substances” means Petroieum Substances in or obtained from the Unitized Zone;
r) ‘t"lIJnlgz?td Zone" means the AlidaMCit member of the Misslssippl Canyon formation underlying the lands within
e Un

Area as same Is shown on lhe Neutron Density Log of the Tundra Pierson 10-17-3-28W1M well
between 974.3 and 989.5 mKB.
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(s} "Working interest” means any Interest which entities the -owner thereof fo 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 such Petroleum Substances;

()  "Working Interest Owner” means a party owning a Working interest In or in respect of Unitized Substancss:

(u) “Minister” means the member of the Executive Council charged by the Liautenant Govemor In Council with
the administration of The Oil and Gas Act of Manitoba.

ARTICLEIl: EXHIBITS
201. Exhiblts
The following exhibits ara attached to and Incorporated in this Agresment:

{a) Exhibit "A* which numbers and describes each Tract and sats 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
Royaity Owners and their respective shares of the Royalty Interest;

(b) Exhibit"B" whichis a plan of the Unit Area identifying the Tracts;

202.  Exhibits Comect

Each exhibit shall bs deemed conclusively fo be comrect to the effective time of a revislon or comection thereof as
herein provided.

203.  Correction of Exhibits

If any mistake or mechanical ermror occurs In an exhibit, Unit Openator shall, prepare a corrected exhibit but the data
ipation shall not be re-evaluated.

used in establishing Tract Participatio

204, Effective Time

Any corrected exhibit prepared on or before the Effective Date or within ninety (80) days thereafter shall be effective
on the Effective Date. Any corrected exhibit prepared after the sald ninely (90) days shall be effective at 8:00 a.m. on the first
day of the calendar month next following its preparation or on such other date as Is determined by the Working Interest
Owners,

205.  Supplying of Exhibits

Each time that an exhiblt is revised or comected pursuant to this Agreement, Unit Operator shall supply the
Petroleum Branch with two copies and shall supply the Royalty Owners, excepting the Crown, with a copy thereof.

208.  Form of Revised or Corracted Exhiblis

Exhiblts that are revised or corrected shall show the effective time of the revision or correction and shall be
numbered consecutively.

ARTICLE lil:  UNITIZATION AND EFFECT

301.  Unitization

On and after the Effective Date the Interests of each Royalty Owner and of the Working Interest Owner In the
Unitized Substances and in the Unitized Zone are hersby unitized, in accordance with the provisions of this Agreement.
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if from time to time during the term of this Agreement the production of Unitized Substances and the conduct of
other Unit Operations is temporarily interrupted or suspended:

(a) forany period not exceeding ninety (80) consecutive days or
{b) forany period during which an event of force majeure contamplated by Clause 1305 s In effect,

then, for the purposes of this Clause 302, Unitized Substances shail be deamed to have been produced throughout any such
period.

Yr , SU @ or terminable part thereof shall nonetheless continue In effect insofar as [t relates to the Unitized

such Lease.
Inthe case of a discrepancy between any Lease and this Agreement, the Agreement shall take precedence.

305.  Effect of Unifization on Tiles

Nothing in this agreement shall be construed as a transfer or exchange of any interest in the Leases, Tracls or
Unltized Zone, or In the Unitized Substances before production thereof.

308. Name
The name of the Unit hereby constituted is “North Plerson Unit No, 1",

I equipment and fagiiities used in connection with the Unit Operations and heretofore or hereafter Instalied, affixed
or constructed by the Working interest Owners on or In lands within the Unit Area are and shail remain the personal property
of the Working Interest Qwners, or such of them as may from time to time have an interest thereln, and, except as otherwise
provided in Clause 1503, no Interest In any such equipment and facillties shall vest In the Royaity Owners by virtue of the
provisions of this Agreement.
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ARTICLEIV: AUTHORITY TO WORKING INTEREST OWNERS

The Working Interest Owners are also hereby granted the right, subject to Petroleum Branch approval, to pool
Spacing Units located In the Unit Area with Spacing Units Incated oulslde of the Unit Area for the purpose of drifiing a
horizontal well, The $Spacing Unit for such horizontal walls shall ba desmed to be the area as specified in the Olf and Gas Act
and the Crown Royalty and incantive Regulation {Manitoba). The share of production from such horizontal wells shall be
calcufated using the same methodology as set out In the above-noted Act and Regulation.

The Working Interest Owners are also hereby granted the right, subject to Petroleum Branch approval, to drfij

horizontal or vertical Injection wells within, upon, over or across the Unit boundaries and the Working Interest Owners consent
to such wells being produced prior to thelr conversion to Injection wells,

402 Delegation
The Working Interest Owners delegate Tundra Oll and Gas Partnership as Unit Operator.

501. Tracts Inciuded on Effective Date

(b) on or within ninety (80) days after the Effective Date.

§02. Qualification of Tracts

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

(@) owners of one hundred percent (100%) of the Working Interests therein have become Parties and owners of
one hundred percent (100%) of the Royalty Interest therein have become Parties; or

(b) owners of one hundred percent (100%) of the Working Interests therein have become Parties and owners of
less than one hundred percent {(100%) of the Royally 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 Royally Interests In the Tract who have not become
Parties; or

(c) owners of the Working Interests thergin have agreed with the owners of Working interests Parties as to the

503. Revision of Exhibits

Within one hundred twenty (120) days afler the Effective Date the exhibits shail 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 recaiculated on the same basis and using the same data as that used in the calculation of Tract Participation in the

original Exhlbit "A" and so that their summation is one hundred percent (100%). The exhibits as so revised shall be effective
as of the Effective Date.
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ARTICLEVI: TRACT PARTICIPATION
601. Tract Parficipation

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

ARTICLEVI:  ALLOCATION OF UNITIZED SUBSTANCES PRODUCED

702.  Aliocation Among Parties

The Unitized Substances allocated to a Tract shall be further aliocated among the Working Interest Owners thereof
In accordance with thelr respective percentage Working Interests In the Tract as set forth in Exhibit "A”, and the Working
Interest Owners of each Tract shall account to the Royalty Owners of such Tract for any royalty payable or dellverable to such
Royalty Owners In respect of the Unitized Substances allocated to such Tract.

703. Calculation of Royalty

The Working Interest Owners of each Tract shall calculate royalty on the Unitized Substances allocated to the Tract
at the applicable rate under the Lease, other agreement or instrument relating to the Tract. The Royalty Owners of each Tract
agree to accept payment of royally so calculated in satisfaction of the obligation of a Working.in erast-Ownertomrake oys
haymenis.on-Unitized-Substances under s Base, agreement or other lnstrumentcovering such Tract; but a lessee under a

i

Lease shall not be relleved from making paent of royaity fo Its lessor if Payment Is not made by the Working Interest Owner
id.

All royalty calculations and rights of the Royalty Owner regarding take In kind provisions under the terms of the
Lease shall be in accordance with the Lease.

704, Ta d Substances In Kind

The Unltized Substancss allocated to a Tract shall be defivered in kind at the time and place of production to the
Working Interest Owners entitied thereto who may, If there Is no Intsrference with Unit Operations by them, construct, malntain
and operate In the Unit Area all necessary facilities for taking delivery in kind.

705.  Fallure to Take in Kind

To the extent that a Working Interest Owner Is entitied to take In kind any of the Unitized Substances, fails to take or
otherwise dispose of them at the time and piace of production, then so long as such fallure continues, Unit Operator, as agent
and for the account and at the expense of such Working Interest Owner may sell, store, Inject or otherwise dispose of them.
Where there Is a sale the "net proceeds” remalning from the sale shall be paid to the Working interest Owner . Unit Operator
may contract for the sale thereof only for the minimum term obtalnable which in no event shall exceed one (1) month. When
Unit Operator has so contracted, the Working Interest Owner may take Its share of the Unitized Substances in kind upon the
explration 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 Working Interest Owner’s share of produgtion, less all direct costs of the sale, Including processing and
shipping costs.

708. ovaity on de Substance

If an Outside Substance Is injected into the Unitized Zone, the first like substance contalned in the Unitized
Substances subsequently produced and sold or used other than for operations hersunder shall be deemed conclusively to be
that Outside Substancs until a quantity equal to the quantity of the Outside Substance Injected into the Unitized Zone is
recovered. No royalty shall be payable on any substance which Is deemed conclusively to be an Outside Substance.
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account for royalty payable or deliverable to the lessor under such Lease if the Working interest Owners fail to comply with

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

802 Re-Injection
The Working Interest Owners are hereby granted the right to re-inject Unitized Substances Into the Unitized Zone for
any purpose related to the Unit Operations. Unitized 50 Injected shall be excluded In allocating Unitized

ARTICLE iIX: ENLARGEMENT OF UNIT AREA
201. Enlargement

After the expiration of ninety (80) days following the Effective Date, If an owner of a Working Inlerest In lands
adjoining the Unit Area makes application to enlarge the Unit Area to Inciude such adjoining lands which appear to be
potentially productive of Pelroleum Substances from the Unitized Zone the Working Interest Owners may approve the

802. M!Emt_mt_ﬂamn

The Tract Participation of each Tract added pursuant to Clause 801 shall be determined by the Working Interest
Owners. The Tract Participation shall then be adjusted in order that:

(@) the ratios of the Tract Participation of Tracts shown on Exhlbit "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 Unltized Zone Is one hundred
percent (100%).

803. Exhibits
Unit Operator shall revise Exhibits "A" and "B* ag required by the enlargement.

Unit Agreement: North Plerson Unit No. 1
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An pursuant to Clause 901 and ap adjustment of Tract Participation under this Arlicle shall become
effective at 8:00 a.m. on the first day of the first calendar month following approval of admisslon under Clause 801, Tract
qualification under Clause 502 and the date this Agreement is registered by the Petroleum Branch.

There shall never he any retroactive adjustment of the allocation of Uniized Substances by reason of an
enlargement under this Article.

008, 0
No enlargement of the Unit Area may be Implemented without the written consent of all Royalty Owners,

ARTICLE X: DISPUTES

that It Is otherwise informed of the dispute, Unit Operator shall withhold and sell the portion of the Unltized Substances the titie
or right to which is in dispute, and hold In trust the proceeds from the sale thereof uniil:

(@) the Party concemed fumishes security In a form and manner satisfactory to the Working Interest Owners for
the proper accounting thereof to the rightful owner or owners if the title or right of the Party shall fall In whole
or In part, whereupon the proceeds shall be pald to the party; or =

{b) the titie oF right thereto Is established by a final Judgment of a Court or otherwise to the satisfaction of the
Own

If Unit Operator doeg not comply with this Clause because it is not notifiled of a dispute by a Party concemed, that Party
hereby agrees {o Indemnify and save harmiess 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. .

ARTICLEXI: APPROVAL OF TITLES

1102. o Wo
The Working interest Owners may approve:

{a) the titles of Working Interest Owners to Tracts which have been unanimously recommended for approvat by
the Titles Committee; and

{b) the titles of Working Interest Owners to Tracts which have not been unanimously recommended for approval
by the Titles Committee but with respect to which such Working interest Owners have agreed lo indemnify the
other Working interest Owners, in a form and manner satisfaclory to them, from loss or damage that may be
suffered by them In respect of claims and demands made because of subsequent failure of (he Working
Interest Owners' titie,

Notwlthstandlng the foregoing, the Working Interest Owners may approve any title that has not been unanimously
recommended for approva| by the Titles Committes,
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1103.  Subsequent Fallure of Title

If the title of a Working Interest Owner to a Tract fafls, the Tract shall be excluded from this Agreement of 8:00 a.m.
on the first day of the calendar month in which the failure of title Is finally determined unless:

(a) anyother Parly is held or declared to own the titte In which event that Party shall be bound by this 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
fo Clause 502.

1104.  Revision of Exhibits

Unit Operator shall revise the exhibits to reflect any change In ownership In or exciusion from this Agreement of a
Tract pursuant to Clause 1103. Where a Tractis excluded, the Tract Participation of the other Tracts shall each be Increased,
without changing thelr ratios to each other, so that their summation Is one hundred percent (100%). The revised exhiblts shall
be effective as of 8:00 a.m. on the first day of the calendar month In which the failure of titie referred to In Clause 1103 Is
finally determined.

ARTICLE XIl: TRANSFER OF INTEREST
1201.  Disposition

2 NR-Upesrator—Un operyg g
the exhiblts to reflect eg Eposition-of 3 lerestina Tract g merevlsedexhlbltsshallbeeﬁecuveasof&OOa.m.onme

first day of the calendar month next following the calendar month in which the notice Is received by Unit Operator,

If a Party changes Its name or undergoes any other change affecting the Information contalned In Schedule "A”,
other than by way of disposition, such Party shall provide the Unit Operator with Written notice of such change, together with a
copy of a document evidencing the same. The Unit Operator shall thereupon revise Exhibit “A” to reflect such change, and the
revised verslon of Exhibit A" shall be effective as of 8:00 a.m. on the first day of the calendar month next following the
calsndar month In which the notice Is recelved by the Unit Operator,

ARTICLE Xil:  IN GENERAL

1302 Dual Capacity

if a Party owns a Working Interest and a Royalty Interest, its execution of this Agresment shall constitute execution
in both capacities.

1303. Subsequent Execution

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

1304.  No Partnership

The duties and obligalions of the Parties shall be separate and not Joint or collective. Nothing contained In this
Agreement shall be construed to create a partnership or association.
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1306.  Force Majeurs

Neither Unit Operator nor any Parly shall be deemed to be in default with respect to no ance 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 dus, in whole or in part, to any cause beyond its reasonable control, but lack of funds shall not be a cause

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

1308. Nu and Gender

In this Agreement word ar-include-theplursiang vice versa, words Importing gender include the
MWMm to persons Include individuals, firms, corporations, partnerships,

bodies poll'tic and other entities, all as the context may require.

1300. Time
In this Agresment all times are "official imes” as defined in The Official Time Act of the Province of Manitoba,

1310. Compliance with L on

The provisions of The Oll and Gas Act and regulations of Manitoba thereunder, as amended from time to time, take
precedence over this Agreement.

ARTICLEXIV: EFFECTIVE DATE
1401 Effective 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 Tracis having a combined Tract Participation of one hundred
percent (100%) as originally set out in Exhibit "A" and

(b) the date this Agreement is registered by the Peatroleum Branch.
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1402. Nolice of Effective

As soon as possible after the EffecﬂveDateUnitOpemmrshall notify all Working lnterastOwnersofﬂerffeuwe
DateandeachofﬂzeTractsquallﬁedasofthe Effective Date, and each Working lntetastOwnershanadviseeaoh of its
RoyaltyOwnerscfﬂleEifecﬂveDate.

1403. Releass of Parties

This Agresment shall cease to bind the Parties if the unlitization provided for herein has not become effective on or
before the first day of June, 2014,

ARTICLEXV: TERM

1502.  Termination
This Agreement terminates ninety (80) calendar days after all wells for the production of Unitized Substances in the
Unit Area have been abandoned, plugged or disposed of, and thereafter the Parties shall be govemed by the terms and

1504.  Notice to Royalty Owners

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

1506.  Enurement

1506.  Notices

Except with respect to nofices and communications between a Working interest Owner and its Royally Owners, the
giving of which shall be govemed by the applicable Lease or other agreement or Instrument, all notices and other
communications to be given in connection with this Agreement shall be In writing and shali be sufficiently given:

(a) if delivered by hand or by courier to a Parly at its address for service such deiivery shall be desmed recelved
by the Party when actually delivered, if such dellvery is during the Party's normal business hours on any Day
other than a Saturday, Sunday or statutory holiday. If such notice or other communication Is not deltvered
during the Parly's normal business hours, such notice or other communication shall be deemed to have besn

recaived by the Party on the Day next following the date of dellvery, other than a Saturday, Sunday or statutory
holiday;

{b) Except during any period of actual or impending postal disruption, if sent by first class mail, or by airmali from
outside Canada or the United States, postage prepald, to a Party at its address for service shall be deemed
received by the Party on the fourth Day foliowing the date of malling (Saturdays, Sundays and Statutory
holidays excepted). However, if postal service Is Interrupted or operating with unusual or Imminent delay, such
notice or other communication shall not be sent by such means during such Interruption or period of delay; and
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1607.

1508.

Unit Agreement: North Pierson Unit No. 1

moeivedhymePauywhenacmauymeetved.lfsum transmtssionisdm'fngmePany'snonnalbuslnmhoms
onanyDayoﬂ\arﬂlanaSammy,Sundayorstammmay. if such noﬂceoroﬂieroommunieaﬁonisnot

For the purpose of this clause 15086, the address for service for each Party shall be the address set forth below its
signafure on the execution page hereof. Unit Operator may change its address for service by giving wiitten notice
thereof fo each of the other Parties, and any other Party may change its address for service by giving written notice
thereof to the Unit Operator.

Time s of the Essence

Time Is of the essence In this Agreement.

Headings

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