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ALBERTA
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PLAINTIFE ALBERTA ENERGY REGULATOR OF CALGARY
DEFENDANT LEXIN RESOURCES LTD.
DOCUMENT AFFIDAVIT

ADDRESS FOR SERVICE AND  MacDONALD HANLEY
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AFFIDAVIT OF NEEKY NOOR-ALI

Sworn on April 30, 2018

|, Neeky Noor-Ali, of the City of Calgary, in the Province of Alberta, make oath and say as
foliows

1. [am the President of Midstream Canada Ltd. ("Midstream”), and as such have knowledge of
the matters here and after deposed to, save or stated to be based on information or belief.

2. Midstream is a privately held junior oil and gas company operating in Alberta.

3. On December 21, 2017, Midstream entered into a Purchase & Sale Agreement with
ExxonMobil Energy Canada (“the Exxon. PSA”) to acquire certain wells and facilities in the
area in Alberta known as High River.

4. The Exxon PSA closed on February 1, 2018, as a result of which Midstream acquired
Exxon's interest in 53 wells and a series of pipelines in the High River area. Attached as
Exhibit “A” is a list of the wells and pipeline facilities acquired by Midstream from Exxon

pursuant to the Exxon PSA.
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11.

12.

Lexin Resources Ltd. (“Lexin”} is the Operator, license-holder and working interest partner in
21 of the 53 welis acquired from Exxon by Midstream. Aftached as Exhibit “B” is a list of
those 21 wells (“the Lexin Wells"). Exhibit “B” also contains the percentage working
interest of Lexin and Midstream in the Lexin Wells.

The Lexin Wells are governed by Operating Agresments. Each agreement relates to certain
wells in specific areas in High River. Attached as Exhibit “C” is a Farmout, Participation
and Area of Mutual Interest Agreement dated December 31, 1997 (“the Head Agreement”).
This Head Agreement covers 75% to 80% of the Lexin Wells, which are the subject of this
application. Midstream has assumed the Exxon obligations in this Head Agreement. This
Head Agreement adopts the 1990 CAPL Operating Procedure. In addition, Pocling
Agreements related to the remaining wells and area of mutual interest adopt the 1990 CAPL
Operating Procedure. Attached as Exhibit “D” is the 1990 CAPL Operating Procedure.

| have reviewed and do positively swear that all agreements relating to the Lexin Wells
adopt the 1990 CAPL Operating Procedure.

Midstream acquired interest in certain pipefines, gathering systems and related facilities
under the Exxon PSA as follows:

a. 25% interest in the Hooker Gas Gathering System;

b. 25% to 50% interest based on Functional Unit in the Hooker East Compression and
Gas Gathering System,

c. 54.8822% interest in the South East Hooker Compression and Gas Gathering
System; and

d. 66.6667% interest in the Hooker North Gas Gathering System (‘the Gathering
Systems”).

Each of the Gas Gathering Systems is governed by a specific agreement for Construction,
Ownership and Operation of the relevant pipeline and system ("the CO8&0O Agreements”).
Attached as Exhibit “E” is the CO&O Agreement for the Hooker Gas Gathering System.
Attached as Exhibit “F” is the CO&0 Agreement for the South East Hooker Gas Gathering
System. Attached as Exhibit «G” is the CO&O Agreement for the Hooker East

Compression and Gas Gathering System.

Midstream is the Operator of the Hooker North Gas Gathering System so that the
Operatorship with respect to the remaining three (3) Hooker Gas, Hooker East Compression
and Gas, and South East Hooker Compression and Gas are relevant to this Affidavit and

Application.

The Operating Procedure for the Gas Gathering System and facilities is the same for each
of the CO&O Agreements, and in each case contemplate that upon the insolvency of the
Operator, the Operator shall cease to be Operator.

Midstream is the Operator of the Hooker North Gas Gathering System. Lexin is the
Operator of the other three (3) systems. Attached as Exhibit “H” is a schematic map
showing the pipeline systems and their locations.



13.

14.

15.

16.

17.

18.

Al of the 53 wells and the Gas Gathering Systems referenced above have been shut-in
pursuant to AER Closure Order C2017-01 dated February 15, 2017 and pursuant to the
Receivership Order granted by this Court on March 20, 2017. No production has been
generated by any of the wells, nor has production flowed through any of the pipelines or Gas
Gathering System facilities.

Midstream purchased the assets from Exxon with a view to re-starting the wells, generating
production and moving the production through the pipelines to sell to the market. In order to
do that, the pipelines must be operational in advance of or concurrent with the wells coming
on production. Additionally, the relevant facilities must be constructed and regulatory
authority granted prior to production restarting. Midstream wishes to become Operator of the
pipelines and the facilities to allow it, as Operator, to reopen these pipelines and facilities in
due course after acquiring regulatory approvals.

Midstream also wishes to become the Operator of the Wells set out in Exhibit “B” so as fo
re-start production from these wells.

Leaving aside the Lexin Wells, there are 32 other wells Midstream purchased from Exxon
{"the Exxon Wells"). These 32 wells are not subject to the AER Closure Order, however,
shutting in of the Gas Gathering System results directly in Midstream’s inability to re-start.
The shutting-in of the Gas Gathering System results directly in Midstream’s inability to re-
start these wells or move any production from these wells to market. A major part of the
rationale of Midstream of operating the Gas Gathering System is to allow Midstream to
move its production on the 32 wells in which Lexin is not the operator/licensee, but certainly,
Midstream wishes to recommence production of the Lexin Wells also. Change of
Operatorship provides a path to re-start the wells in the High River area, both the Exxon and
Lexin Wells, and wells held by Lexin as 100% interest holder, which 1 believe, would
enhance the value of the Lexin estate.

in short, Midstream has an interest in 53 wells in the area serviced by the Gas Gathering
Systems. Unless or until these systems are operating again, Midstream is unable to
recommence production or move its production to market. For this reason, Midstream
wishes to ultimately be named Operator of the Gas Gathering Systems in the area which
Lexin currently operates.

The CO&O Agreements relating to the Gas Gathering System contains the following clause:

303. Replacement of Operator

Operator shall immediately cease to be Operator in the circumstances described in
Subclauses (a) and (b) below and in all circumstances described in this Clause a
replacement Operator be appointed pursuant to Clause 304, if:

(a) Operator becomes bankrupt or insolvent, commits or suffers any act of bankruptcy or
insolvency, is placed in receivership or a receiver/manager or Person filling that role is
appointed with respect to its property, seeks debtor relief protection under applicable
legislation (including. without restricting the generality of the foregoing, the Bankrupicy
and Insolvency Act of Canada and the Companies’ Creditor Arrangement Act of
Canada) or permits any judgment to be registered against its interest in the Facility or
any portion thereof, and without restricting the generality of the foregoing, an Operator
shall be deemed insolvent for the purposes of this Clause if its unable to pay its debts
as they fall due in the usual course of business;
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25,

Lexin, by virtue of the appointment of a Receiver and Trustee in Bankruptcey, [ believe falls
within the meaning of this Clause and therefore “shall immediately cease to be Operator”.
Midstream wishes to take over Operatorship in accordance with the CO&0 Agreement.

Midstream further wishes to be named as Operator of the 21 wells which Lexin currently
operates. For each of those wells, Midstream is a working interest partner, holding a 50%
working interest in 14 of the wells and working interest of between 6.9355% and 37.5% on
seven (7) additional wells. This information is disclosed in Exhibit “B”.

The 1990 CAPL Operating Procedure also deals with the insolvency of the Operator.
Clause 202 reads:

202. Replacement of Operator

(a) The Operator shall be replaced immediately and another Operator appointed
forthwith pursuant to Clause 206 upon notice to such effect being served by any party to
the other parties if:

() the Operator becomes bankrupt or insolvent, commits or suffers any act of
bankruptcy or insolvency, is placed in receivership, seeks debtor relief
protection under applicable legislation (including. without restricting the
generality of the foregoing, the Bankruptcy and Insolvency Act of Canada and
the Companies’ Creditor Arrangement Act of Canada) or permits any
judgment to be registered against its working interest, and without restricting
the generality of the foregoing, an Operator shall be deemed insolvent for the
purposes of this Clause if its unable to pay its debts as they fall due in the
usual course of business or if it does not have sufficient assets to satisfy its
cumulative liabilities in full;

The CO&O Agreements did not contemplate notice being required, but state that
mandatorily that the Operator of the Gas Gathering Systems shall be replaced under the
CO&O Agreement.

The 1990 CAPL contemplates that notice must be delivered to the Operator when the
replacement is contemplated under the 202 Clause.

In February 2018, in-house counsel for Midstream notified counsel for the Receiver of their
desire to assume Operatorship of the Hooker CO&QO Gas Gathering System. In response,
counsel for the Receiver on February 8 that as a result of the Receivership Order granted in
these proceedings, paragraphs 10 and 11 imposed a stay for any action against Lexin and
its property. Counsel for the Receiver took the position that attempts to obtain Operatorship
or issue notices in accordance as may be required under the Operating Agreements and
Procedures are prohibited.

As set out above, it was the intention of Midstream when they acquired the wells and
facilities from Exxon to re-start production, obviously with a view to generating cash flow and
profit. Lexin's position as Operator of the 21 wells and the pipeline facilities as indicated,
prevents Midstream from taking any steps to re-start those wells and the Gas Gathering
Systems. Further, Lexin's Operatorship of the Gas Gathering System and refusal or inability
to re-open that system prevents Midstream from re-starting the remaining 32 wells moving
that production to market. Lexin either has no interest or a non-operated/non-licensed work
interest in those wells, but access to the Gas Gathering System is necessary so as to allow
Midstream to move its operated production to market.
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Collectively, the Operatorships of the wells and Gas Gathering Systems are critical to
Midstream. Leaving aside the 21 wells in which Lexin has an interest, the shut-down of the
Gas Gathering System causes serious prejudice to the ability of Midstream to produce any
or all of the remaining 32 wells purchased from Exxon which are operated and licensed to
Midstream.

Midstream wishes to pursue its rights under the CAPL and CO&O Operating Agreements.
To the extent that notices are required or further action necessary under these agreements,
the blanket stay issued in the template Receivership Order is causing serious loss and
prejudice to Midstream. Midstream applies to lift the stay and for a Court Order to change
Operatorship in relation to the wells and faciliies referenced herein. Upon receiving
Operatorship of the assets, Midstream wili apply to the AER for a license transfer and lifting
of the AER Closure Order in respect of the wells and facilities.

| believe that from a business, economic, environmental and industry standpoint, leaving
these wells and facilities shut-in is far more detrimental than allowing Midstream to assume
Operatorship and get the wells and facilities producing and transmitting. Lexin's interest in
those wells and facilities which | have described herein, would, | believe, be enhanced in
value if the wells and facilities were producing.

| am aware that a sales process has been run by the Receiver or its agents with respect to
some of these wells and facilities. | believe that the Operatorship was not marketed as an
asset to be transferred, nor do | believe that the Operatorship is an asset to be fransferred to
any prospective purchaser. In the event that Lexin’s interest in the wells (Exhibit “B) are
sold or transferred to a third-party purchaser, it is Midstream’s intention to rely on its rights
under CAPL as 50% working interest holder fo assume Operatorship. Practically speaking,
no third-party purchaser is entitled under CAPL to assume Operatorship.

Midstream will take the same approach and intent as it relates to the Gas Gathering
faciliies. These faciliies serve 53 wells in which Midstream has an interest, and it is of
critical importance that they be properly operated and maintained. It is, | believe, in all
parties’ interests to ensure that all parties interested in these proceedings to ensure that the
Gas Gathering Systems are properly operated. Midstream intends to do that and seeks
Operatarship for this purpose.

The stay granted by the Court is, | understand, a standard inclusion in any Receivership
Order. 1 am advised that the Bankruptcy and Insolvency Act includes a statutory stay
preventing any actions by creditors or third parties to affect or impact the assets in the
estate.

| believe that lifting the stay would benefit the estates as opposed to causing any prejudice.
| further believe that the stay remaining in place impacts Midstream as it relates not only to
the Lexin wells but the remaining 32 wells which it is unable to produce unless or until the
Operatorship of the pipelines and Gas Gathering Systems are determined. | believe that it is
inequitable to refuse to allow Midstream to attempt to produce its wells in the area, all of
which would require the Operator to agree to re-start the wells and facilities, which the
Receiver is incapable of doing.
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In conjunction with the transfer of the Operatorship, the licenses issued by the regulatory
authorities in Alberta must be transferred to the new Operator. The AER has verbally
advised Midstream that they will be authorized to hold licenses. Midstream anticipates
receiving confirmation of the AER D67 approval imminently.

Midstream is capable of operating these wells and facilities and wishes to take all steps to
assume Operatorship and recommence production of the wells and flow in the Gas

Gathering System.

| do not believe that the transfer of Operatorship and transfer of the licenses as required with
the Operatorship would adversely impact the estate of Lexin and in fact will have a
materially positive impact on Lexin's estate. The assets are the working interest in the wells,
pipelines and facilities. The Operatorship is a right under the Agreements and is not a
tangible asset to be transferred nor ought the Receiver be marketing or representing that the

Operatorship is transferable.

I do not believe that dealing with the Operatorship would result in deprivation of value or the
reduction of any assets in the Lexin estate. Rather, a prudent Operator would bring value
and enhance the assets currently owned by Lexin.

An insolvent Operator may adversely impact the operations of an ordinary oil and gas asset.
Midstream has the ability to fund day-to-day operations of the wells and facilities. The
Receiver, as | understand it, has no ability to respond to or dea! with operating assets. To
the extent that these assets remain shut-in, they are of no value to any party. If they are re-
started, the working interest of Lexin is held by an insolvent partner and a Receiver of the
insolvent Operator has a far different strategy or mindset than an ordinary Operator in the
industry.

The Receiver without funds has no ability to respond to or deal with day-to-day operations,
emergencies, contingencies, repairs or maintenance. The AER has assigned care and
custody of the Wells to the Orphan Well Association, or occasionally to working interest
parties. Ultimately, the impact is that the wells are shut-in, as are the Exxon Wells, with care
and custody for those wells operated by Lexin belonging to the Orphan Well Fund who does
not operate wells and facilities. The ultimate result is that these wells, including the Exxon
Wells, while capable of economic production, are not being produced because the shut-in of
the pipelines, the absence of a solvent working interest partner and the regulations
pertaining to the Orphan Well Fund care and control of these assets. Midstream is prepared
to open the pipelines facilities and operate the wells upon transfer of Operatorship.

The shut-in is materially prejudice to Midstream.

In contemplation of the Gas Gathering System being re-started, Midstream has acquired a
sweet gas plant facility which it intends to install adjacent to a compressor station in the Gas
Gathering System subject to receiving all regulatory permits and approvals. Midstream
advised Grant Thornton of such intention and forwarded an Authority for Expenditure
("AFE"). Attached as Exhibit “I” is the Mail Ballot and AFE forwarded to Grant Thornton.
No response was received. However, in contemplation of re-opening the pipeline and Gas
Gathering System, Midstream is ready to commence construction and installation of the
sweet gas facility, necessary to enhance and add to the production capability.



41 As a result of all of the above, | believe that it causes no prejudice to the estate to lift the
stay and allow Midstream to pursue Operatorship in accordance with the agreements set out

herein.

SWQ BEFORE ME at Calgary, Alberta,
thi day of April, 2018.

o W()%h
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arristef & Solicitor
ﬁommis%joner for Qaths
_in and'for Alherta_

NOTICE
The time when the producible records listed in this affidavit of records may be inspected is
between the hours of 9:00 AM and 4:30 PM, Monday through Friday.

The piace at which the producible records may be inspected is MacDaonald Hanley, 2050, 736
- 6 Avenue SW, Calgary, AB, T2P 3T7 '




Exxon High Prairie Asset Disposition

THIS IS EXHIBIT “A_ " REFERRED
TO IN THE AFFIDAVIT OF

NESL Neop -t

uwi Licencee License Number wi

100/16-19-016-29W4/0 Exxon 0228120 50%
100/13-28-016-29W4/0 Exxon 0242747 50%
100/02-32-016-29W4/0 Exxon 0269651 50%
100/11-32-016-29W4/0 Exxon 0250253 50%
100/16-01-017-29W4/2 Excon 0228772 50%
100/01-05-017-29W4/0 Excon 0257349 50%
100/09-05-017-20W4/2 Exxon 0233291 50%
100/13-10-017-29W4/0 Exxon 0268677 60%
100/06-12-017-29W4/0 Exxon 0270059 66.67%
100/03-13-017-28W4/2 Exxon (0273054 50%
100/11-14-017-29W4/0 Exxon 0271850 B66.67%
100/05-15-017-29W4/0 Exxon 0239521 50%
100/08-21-017-29W4/0 Exxon 0243235 50%
100/10-21-017-29W4/0 Exxon 0271813 50%
100/04-27-017-29W4/0 Exaoon 0314751 50%
100/11-27-017-29WW4/0 Exxaon 0242543 50%
100/06-33-017-29W4/0 Exxon 0274422 50%
100/14-33-017-20W4/0 BExoton 0254547 50%
100/04-34-017-29W4/0 Exxon 0306036 60%
100/11-34-017-29\W4/0 Exxon 0267871 60%
100/03-09-018-29W4/0 Exxon 0272969 100%
100/07-16-018-29W4/0 Exxon 0265166 67%
100/08-21-018-20W4/0 Exxon 0264803 57.895%
100/03-27-018-20W4/0 Exxon 0269338 100%
100/11-27-018-29W4/0 Exxon 0329375 100%
100/62-33-018-29W4/0 Exxon 0316339 87.50%
100/08-03-019-20W4/0 BExxon 0330636 100%
100/11-03-019-29W4/0 Exxon 0359954 100%
100/10-25-016-29W4/0 Lexin 0294076 50%
100/04-09-017-20W4/0 Lexin 0234834 25%
100/15-08-017-29W4/0 Lexin 0272859 25%
100/11-15-01 7-25W4/0 Lexin 0270487 50%
100/02-27-017-29W4/0 Lexin 0314751 50%
100/10-04-018-29W4/0 Lexin 0254548 50%
100/14-04-018-29W4/0 Lexin 0295937 50%
100/01-05-018-29W4/0 Lexin 0319901 50%
100/09-05-018-29W4/0 Lexin 0258779 50%
100/01-17-018-29W4/0 Lexin 0264926 50%
100/03-18-01 8-29W4/0 Lexin 0256789 50%
100/15-18-018-20W4/0 Lexin 0214859 50%
100/15-21-018-29W4/0 Lexin 0321588 57.885%
100/05-22-018-29W4/0 Lexin 0337236 50.000%
100/12-22-018-20W4/0 Lexin 0269128 50%
100/(8-28-018-29W4/0 Lexin 0310910 31.580%
100/16-32-018-29W4/0 Lexin 0355039 37.50%
100/01-34-018-29W4/0 Lexin 0293084 6.9355%
100/12-34-018-20W4/2 Lexin 0395794 6.9355%
100/01-25-01 8-30Wv4/2 Lexin 0217885 50%
100/01-25-018-30W4/3 Lexin 0217885 25%
100/08-08-019-27W4/0 Lexin 0329845 50%

SWORN THE___Z0 DAY OF
A

k 1‘ 20/

A Commissioner r Oaths/Notary Publig_
In({':;if the Province of Atherty

JAMES G. HANLEY
Barrister & Solicitor
A Commissioner for Oaths
in and for Alberta






L

g |5
oL >
20 S &
L - -
=3
QI

L

tL
¢
= w
Bm "
T T
ﬂWmm@
[72]
2" B
T NW
b~ 7

(upta 03 paduaz)| |jam Jaramoy 6/ TEQ Japun Jojelado Weanspiy 210N

L
£
a g
o
r2
5 <
Of
£%
Zg
R S

,.r
oV

JAMES G. HANLEY

_ Barrister & Solicitor
A Commissioner for Qaths

SIUBLULIO)

in and fer Alberta

(8T8Z S|Y) £66T TE Jaquadeg palep AWy |y pue Uopedpiled noues
{87870 31y) Z66T 'T€ 49qW3d2Q Patep ISy Y pue uoned e ‘now.ed
(878Za 37l8) £66T TE Jaquwadag palep 1wy [Ny pue uopedpiued 4nowlel

%05
%&2
%08

{06720 3] €£00T ‘£z Asenuer pazep LSy Sunersdo Juor pue Suiood w%gses o
(06220 314) £007 'Sz AMenuer pajep JwSy Sunersdg mor pue Bulood %Gges'g
(Toveq 21y} 9002 ‘T Aenuer pIiep WSy Junessdo Julor pue Su0od 9404/

{LzZEd 2)}) ZOOZ ‘T BuUNr p=1ep Jwdy Sunesade juor pue Buljood %ogs Le

{82870 2ly) £66T ‘IE 12qwadsq paiep 3wdy [Ny pue ucnedpnied qnouuey
{8zgza 9|

%0s

66T ‘TE 13qWa0aq pagep My WY pue uopedipiied “N0ULIBY %000°05

(6£TEQ 21Y) Z00Z ‘8 Aenigeg patep ywdy Bunelady Juror pue Suifood %gse 28

(82820 #|4) £65T “T¢ Jaquwadaq paiep W8y [INY pue uonedniey nouwey
(82870 31y} £55T “T¢ Jaquedag peiep 1WAy [INY pUE uoedRILEY ‘oW e
(82820 3|Y) L66T “TE Joquadag paiep Wy AV pue uoRedPIed ‘INOWIe
(82820 S|W) £66T T Ja0wadeg paiep ISy |WY PUe UonedpIEd ANOULE]
(82820 214} £66T 'T€ J2qWII3Q pajep 3wdy Y puE Lopedpruey ‘inowIey
(82370 214) 66T ‘T€ Joqwiaaag patep 1udy |y pue uopedpiEy 4nouLe,
(3282 BI £66T 'T€ Jaguianag palep Sy [y pue voned ed nouuzy
(8z82a 314} /66T ‘T€ Jaqwadaq paiep Sy [N pue uonedpiled “noled
{82870 3|y} L66T ‘TE [2qWSIAQ peIep IWEY Wy pue uonedpnled “Inowe]

(5v0EQ i) 0002 ‘OT yoIeiy pa1ep Wy Bunessdg Juior pue Buljoogd

(6¥OEQ 314} 000Z ‘0T WIBIA Patep Jwdy Bunesade Juier pue Suood
(82920 3|4) £66T T'¢ J5qwedaq peaep JWEY | Ny pue uopedidpiey nouliey

Wweuisa by Guiulanog

%08
%08
%08
%08
%0%
%05
%05
%08
%08
ko4
F)=H
%05
M

SPE62E0
S8BLLEO
S98LLE0
FELSEE0
Y80E6T0
620S8E0
0LE60LED
9g L69Z0
9€ELEE0
885ZE0
§58¥120
§8.9520
926920
B8LLBSZ0
1066 LED
LEBSEZ0
87591820
LGFLED
£8¥0.20
6582.¢0
FE¥ETO
907620
daquunp asuann]

uxaT
uxa
uxa]
ujxsT
uixs
ujxa
upaT
uxe]
uixa
uxa]
uixs
uxa
upxeT
U
UMxsn
ue
upa]
uixs
upxa
uixe
upe
uxeT
Faouansy

O/PAMLE-BL0-60-80/00L
E/PAN0E-2L0-52-10/00 1
SiPANDE-810-52-10/001
CirMBE-8L0-#E-T1/00L
B/PABEZ-8LOFE-10/00 L
0/PABZ-BLO-ZE-0L/00)
0/FANGTBLO8Z-B0/00)
O/PAEZ-BLOZZ-T1/00)
0/PAEZ-8 L 0-E2-90/001
QPAEZ-810-12-S1/00)
DAFAMBZ-810-8L-S /001
O/FMBZ-81L0-8L-E0/001
O/FMGZ-BLO-L1-10/00)
O/PANGE-8L0-50-60/00%
0/7AN62-91L0-50-1.0/001
OFFANGZ-BLO-FO-7 /OO
0/PAGBT-BLO-F0-0L/0CE
0fPAmse-LL0-A2-20/00)
0/vANGE-LLO-S -1 L/00L
0/PANSZ-LL0-50-6) /001
0/PANGZ-LL0-B0-70/00 1
0/YMEZ-8L0-92+01/00)
mn






THIS IS EXHIBT »_C » REFERRED
TO IN THE AFFIDAVIT OF
/\/Eaéq NOOZ -~
SWORN THE___ 30 DAY OF
é(HE , 20 {3

A Commission fr Oaths/Notary Public
P

In a fopthe/Province of Alberta

JAMES 6. HANLEY
Barrister & Solicitor
A Commissioner for Oaths
In and for Alberta
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‘g | DRAFT #10

VIA COURIER December 31, 1997

File No.: D2828

COMPTON PETROLEUM CORPORATION
340, 250 - 6th Avenusa S.W,

Calgary, Alberta
T2P 3H7
ftention: E,
Re: FARMOUT, PARTICIPATION AND

AREA OF MUTUAL INTEREST
AGREEMENT
TWP 15-19 RGE 27 W4-RGE 1 W5M
MAZEPPA AREA Al BERTA

Gentlemen:

L3

' The purpose of this letter (hereinafter called the "Agreement") is to set forth the basic
C terms and conditions under which Mobil Oil Canada (hereinafter referred to as "Mobil"
or the "Farmar") is prepared to enter into a farmout, participation and area of mutual
interest arrangement through which Compton Petroleum Limited (hereinafter referred
to as "Compion" or the "Farmee") may earn certain interests in the Block "A" Lands
and the Block "B" Lands as more particularly described in Schedule "A" attached
hereto (such lands hereinafter collectively referred to as the "Farmout Lands"). In
addition, Mobil and Compton (hereinafier collectively referred to as the "Parties")
hereby agree to pool their respective interests in certaln lands as more particularly
described in Schedule "B" attached hereto (such lands hereinafter referred to as the
"Pooled Lands"). The basic terms and conditions between the Partigs pertainingtéthe
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MOBIL OIL, .

Page 2

portion of the Farmor's interest within the Farmout Lands, or in the
petroleum substances produced therefrom or attributable thereto.

B. Each of the Parties do not make any representation or warranty as to its
respective title, relative to the grant of its interest in the Pooled Lands, ana
covenant only that Mobil, Compton and Mobil Resources Ltd. have not, on
or before the effective date of this Agresment, received any notice of
adverse effect with respect to their respective titie documents governing the
Pooled Lands, and have not made any agreement whereby any person,
firm, corporation or partnership, excepting the other Party, has acquired or
may acquire any interest within the Pocled Lands, or in the petroleum
substances produced tharefrom or atiributable thereto.

S&[ t

A.  Neither Parly shall encumber or grant any legal or equitable interest in
this Agreement, or any portion thereof during the period in
which the Farmee s entitled to eamn certain interests hereunder without first
offering such interest to the other Party pursuant to Clause 2401 "B" of the
1990 Canadian Association of Petroleum Landmen Operating Procedure
("hereinafter referred to as the Operating Procedure™). The faregoing shall
not apply to security issued against any lands earned pursuant to this
Agresment.

B.  Either Pary may, upon the termination of the Farmee's right to earn any
interests under this Agreement, transfer or assign all or any portion of its
respective Interest in and to the Farmout Lands eamed or acquired
pursuant to this Agreement, or any portion thereof, in accordance with
Clause 2401 "B" of the Opearating Proceduire,

Operations_Prior to Earning -

All of the operations by the Farmee under this Agreement shall be conducted in
g lawful manner, in accordance with good oilfield practice and the Regulations,
and &t the sole cost, risk and expense of the Farmee unless the cantrary is
specifically stated.

A.  Each of the Parties shall provide the other Party with a shot point map

identifying each Party's seismic coverage on or within the Farmout Lands
and the Pooled Lands (such data hereinafter referred to as the "Selsmic
Data"). Each of the Parties shall be able to review the other Pariy's

@003
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Seismic Data on a reasonable access basis and the Parties shall have the
furiher option to purchase and/or trade for such data at fair market value to
the reasonable satisfaction of both Parties. The Parties do not warrant in
any way the quality or the accuracy of the Seismic Data.

Each of the Parities shall retain the sole and exclusive right to sell, trade or
otherwise dispose of their own proprietary Seismic Data.

Work Commitment

On or before December 31, 1999, the Farmee shall fulfill the following work
commitments (hereinafter referred to as the "Work Commitments”) on or
within the Farmout Lands:

(i) Farmee shall shoot a three dimensional (3-D) seismic program In
accordance with Clause 7. herein, and

(ii) Farmee shall drill six (6) wells (hereinafter referred to as the "Test
Wells") in accordance with Clause B. herein.

In the event the Farmee does not fulfil its Work Commitments as provided
herein, the. Farmee shall pay the Farmor a termination fee in the amount of .. .
two million (32 MM) dollars Cdn. (such fee hereinafter referred to as the
"Termination Fee") and the Farmee shall terminate its right to earn any
further interest in the Farmout Lands, In the event the Farmee has
fuliilled part but not all of its Work Commitments, the Termination Fee
payable by the Farmee shall be reduced proportionately (based on the
number of wells drilled, with the seismic obligation deemed to be one well)
ta reflect the portion of the Work Commitment that has been completed by
the Farmee. Any Interests eamed by the Farmee in the Farmout Lands
prior to the fulfillment of all of the Work Commitments ghall remain in full
force by payment of the Termination Fee as provided hergin. The Farmee
shall not be entitled o terminatée its obligations hereunder until all defaults
have been remedied, and in any event, the provisions of Clause 30 shall
apply to such defaults.

i-by-Movember 30, 1998, the Farmee is not able to fulfi
Area faeility arrangament-as uls
the Farmor may, at its elec

fion, termriata

Subciaise 5.A. herein shail be payable to Mobil. |
ﬁ&lﬁarﬁw ﬂaém-*./ede -{'AA‘IL‘ /ﬂ&ét'/ /{«s s oy A‘l‘s‘ 'é_
Ferminnte 92 Aﬁr”-cfm ent in accorelance with 7‘&’ fmn’s oS

f’i‘g %H.ﬁez: ”/ gc«fﬂd’a'/e’ Zl

rther interests in-thisAGreement and the Termination Fee B previdacL il &
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Contract Depth
For the purpose of this Agreement, the depth (hersinafter referred {o as the
"Contract Depth") for any Test Well, Additional Test Well or Opfion Well (sach

such well hereinafter referred to a5 an "Eamning Well") to be drilled hereunder
shall be defined as one of the following:

A. Turner Valley: means a depth within the target area prescribed for
each Earning Well pursuant to the Regulations, which depth is either at
least sufficient to penetrate 15 meters into the Top of the Shunda Zone or
is a verlical subsurface depth of 3000 meters, whichever is the lesser
depth.

B. Crossfield: means a depth within the target area prescribed for
each Earning Well pursuant to the Regulations, which depth is
sither at least sufficient to penhetrate 30 meters into the Top of the
Crossfield Member or is a vertical subsurface depth of 3500 meters,
whichever is the lesser depth.

Geophysical Program

A.  The Farmee shall complete, on or before December 31, 1999, a three
dimensional (3-D) seismic program(s) upon or within one (1) mile of the
Farmout Lands and as further contained within the boundaries identified in
bald black lines on the map attached as Schedule "C" hereto, consisting of
not less than forty (40) square miles of CDP multifold subsurface coverage
(such seismic program hereinafter called the "Geophysical Program").

B.  Upon completion of the Geophysical Program, the Farmee shall, at its
sole cost and expense, provide the Farmor, on a current and timely basis,
with a copy of all raw data resulting from the Geophysical Program,
including but not limited to the following:

(i) digital field tapes in original field format;
(i) driller's logs, shocter's reports and observer's reports;
(i) survey coordinates, in SEGP1 format with paper listing,

original field survey data and surveyor's chainage sheets;
(iv) bin centre coordinates in SEGP1 format (tape and paper);

) reproducible copy of the bin location map, superimposed on
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legal system of survey,
(v  reproducible copy of the shotpointfrecsiver location map:

{vii) final stacked data (migrated and filtered) for every tenth seismic
line, In both cross-lineé and in-line directions;

(viii) tapes of the final unfiltered stack and final unfittered migration.

The Farmee shall refain the exclusive right to sell, frade or
otherwise dispose of the data resulting from the Geophysical Program.

8. Test Walls

A,

On or before December 31, 1999, the Farmee shall, at its sole cost, risk
and expense, drill six () Test Weils on the Farmout Lands to at least
Contract Depth as provided hersin, test such wells to the reasonable
satisfaction of the Farmor and the Farmee shall, within sixty (60) days of
having reached Contract Depth, either complete or abandon each Test
Well. For the purpose of this Agreement, completion shall include the
suspension of an Earning Well upon receiving the prior consent of the
Farmor, which consent shall not be unreasonably withheld.

The Farmee shall drill the Test Wells t6 Contract Depth on the Block "A”
Lands and the Block "B" Lands as follows:

Block Wells Contract Depth
Black "A" Lands

1 Turner Valley
2 Crossfield

Block "B" Lands 2 Turner Valley -
1 Crossfield -

Provided the Farmee has completed its Work Commitments and provided
further that the Farmge is not in default under the provisions of this
Agreement, the Farmee shail have the right, prior to December 31, 1999,
in which to drill any number of additional wells (each such well hereinafter
referred to as an "Additional Test Well") to at least Contract Depth en the
unearned portions of both the Block "A" Lands and the Block "B" Lands.

The terms and conditions pertaining to the Test Wells shall apply, mutatis
mutandis, to the Additional Test Wells, with the foliowing further conditions:

0] the Farmee has the right to drill any number of Additional Test

[ 008
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Wells on the Farmout Lands prior to December 31, 1999, and,

(i) the Contract Depth of each Additional Test Well shall be of the
Farmee's cholce, however each such Additional Test Well shall be
driled to a Contract Depth at least sufficient to evaluate the
Turner Valley, as provided in Subglause B.A. herein.

Provided the Farmee Is not in default under the provisions of this
Agreement, the Farmee shall have the further right, after
December 31, 1999 in which to elect whether to:

(i} drill further wells (each such well hereinafter referred to as an
"Option Well") on the uneamed portions of both the
Block "A" Lands and the Biock B"
Lands to at least Contract Depth, in accordance with Clause 9.
herein; or

(in surrender its right to earn an interest within the unearned portions
of the Farmout Lands and this Agreement shall therefore
terminate with respect to such lands. Failure to make an election
within the time period stipulated herein shall be deemed to be an
election to sumender as hereinbefore provided.

Option Wells

In the event the Farmee elects to drili Option Wells on the uneamned
portions of the Block "A” Lands and the Block "B" Lands (or either block of
Farmout Lands) pursuant to Subclause B8.D.(i) herein, the Farmee shall
make such election as of December 31, 1899 and upon making such
election, the Farmee shall, subject to surface access and Regulatory
approval, commence the drilling of each Option Well on the unearned
portions of the Block "A" Lands and the Block "B" Lands (or either block of
Farmout Lands) within sixty (60) days following such election and the
Farmee shall immediately thereafter diligently and continuously drili each
Option Well to at least Contract Depth, test each well to the reasonable
safisfaction of the Farmor and the Farmee shall, within sixty (60) days of
having reached Contract Depth, sither complete or abandon each Option
Well,

Upon an Option Well having been drilled to Contract Depth on the Block
"A" Lands and the Block "B" Lands (or either block of Farmout Lands) after
December 31, 1998, and provided the Farmee has tested an Option Well

@oo7
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to the reasonable satisfaction of the Farmor and the Farmee is not in
default under the provisions. of this Agreemant, the Farmee shall have the
right, within forty-five (45) days following the drilling rig release date oI
such Opftion Well, in which to elect, by notice to the Farmor, to drill a
further Option Well to Gontract Depth on an unearned partion of the same
block of Farmout Lands. In the event the Farmee elects to drill a further
Option Well, the Farmee shall, subject to surface access and Regulatory
approval, commence the drilling of such Option Well within sixly (60) days
following such electiors on the unearned portion of the same block of
Farmout Lands and the Farmee shall immediately thereaiter diligently and
continuously drill such Opfion Well to at least Contract Depth, test such
well to the reasonable satisfaction of the Farmor and the Fammee shali,
within sixty (60) days of having reached Contract Depth, either complete or
abandon such Option Well.

In the event the Farmee elects to drill an Option Well on either the Block
"A" Lands or the Block "B" Lands, but not both blocks of Farmout Lands,
the Farmee's right to eam any further interest in the unearned lands within
the block of Farmout Lands where the Farmee has ¢hgsen not to drill an
Option Well shall immediately terminate and this Agreement shall therefore
terminate with respect to such unsamed lands within such block of
Farmout Lands.

The Option Wells are to be conducted independent of each other on the
Block "A" Lands and the Block "B" Lands, The Farmee's right to elect to
drill additional Option Wells on a given block of Farmout Lands shall
continue in accordance with Clause 9. herein until there are no further
Farmout Lands to be earned by the Farmee on such block of Farmout
Lands or until the Farmee's right to elect to drill additional Option Wells on
such block of Farmout Lands pursuant to this Agreement ferminates,
whichever first occurs.

Failure by the Farmee fo make an election within the time period stipulated
herein shall be deemed to be an election to surrender as hereinbefore
provided and this Agreement shail therefore terminate with respect to any
unearned lands in the applicable block of Farmout Lands,

10. Earning Wells

A,

All Earning Wells to be drilled by the Farmée pursuant to this Agreement
shall be predominately exploratory in  naturé and shall - be
drilled 1o &t least Contraet Depth. The botttm hole location of each
Earning Well shall hot be located within two (2) miles of any well previously
drilled by the Parties (or either of them) or any third party.  For clarity

4
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purposes, this two mile setback shall not pertain to any wells on
confidential status (as classified by the AEUB) which the Farmee does not
have access to the logs and other data resulting therefrorn and such
confidential wells are not on production, or any wells classified by the
AEUB as being dry and abandoned, Notwithstanding the foregoing, the
Farmeé may locate an Eaming Well within the two (2) mile setback as
hereinbefore provided in the event the only Farmout Lands remaining to be
earned by the Farmee within a given block of Farmout Lands pursuant to
this Agreement falls within such two (2) mile setback.

B. The Farmee's right to earn any interest in the Block "A" Lands and the
Block "B" Lands (or either of them) shall not extend beyond December 31,
2000.

&m]ﬂg_m‘ -

Not later than five (5) days prior to commencement of drilling operations for each
Eaming Well, the Farmee shall provide the Farmor with a written notice advising
as to the location and the depth to which an Earning Well is to be drilled on the
Farmout Lands. Within seven (7) days of an Earning Well having reached
Contract Depth, the Farmee shall provide the Farmor with written notice advising

of the description of the Farmout Lands the Farmee will earn by dslling such
Earning Well (each such post selected block of Farmout Lands hereinafter called

an "Earning Bloek").  Subject to the provisions of Subclause 20.C. herein, an -

Earning Block shall contain the following:

Contract Depth Earning Block
Tumer Valley 5 Sections
Crossfield Test 6 Sections

An Eaming Block shall include the drilling spacing unit ("DSU") for such Earning
Well and the Farmout. Lands .comprising an Earning Black shall, o the greatest
extent possible, be contiguous, touching at one or more ‘common points and
otherwise shall be the Farmout Lands located nearest to the Earning Wall.
Under no circumnstances shall an Earning Block contain lands in which the
Farmee has previously earned an interest hereunder.

Eami

The Farmee, upon having drilled an Eamning Well to Contract Depth, logged and
tested same to the reasonable satisfaction of the Farmor, and provided the
Farmee is not in default hereunder, then effective upon the dats the Earning

[Hoog
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Well reaches Contrast Depth, the Farmee shall, subject to Casing Point Elaction
as provided in Clause 13. herein,-earn a fifty (50%) percent working interest
within the Earning Block for such well, down to the deepest formatiori evaluated,
with no payout provisiohs whatsoever. Thereafter, either Party shall be able to
propose joint operations on the jolnt lands comprising such Earning Block in
accordance with the QOperating Procedure. For clarity purposes, testing by the
Farmee prior to the Casing Point Election shall include testing of all prospective
zonhe(s) within an Earning Well, in aceordance with good oilfield practice and the

‘Regulations, and in consultation with and to the reasonable satisfaction of Mobil

("Testing"), and such Testing shall include one of the following:

A. dill stem tests conducted on all prospective zone(s) within an Earning
Well, or,

B. completion of ali prospective zone(s) within an Earning Well, in the event
that drili stem tests cannot be conducted within such well pursuant to the
Regulatlons The Farmee shall run a production test consisting of a
minimum of a six (6) hour flow and a twenty-four (24) hour shut-in penod
‘within such well, or

G. Coring of an Earning Well, in the event the AEUB will not allow a
production test to be éonducted on such well.

The Farmee's right to eamn any petroleum and natural gas rights underlying the
deepest horizon evaluated within an Earning Block shall revert back to the
Farmor in its entirety effective as of the drilling rig release date of such Earning
Well.

Casing Point Election

A. The Farmor, upon the Farmee having drilled an Earning Well to Gontract
Depth, logged and tested same to the Farmor's reasonable satisfaction; the
Farmar shall have the option, within twenty-four (24) hours following receipt
of such Testing information, in which fo elect whether to participate in
further operations in that wellbore, the Tested zone(s) and associated DSU
for such zone(s) as to:

{)] Flfty (50%) percent working intérest, in which case, all costs to set
' casing and run the necessary production tests for such wellhore
and Tested zone(s) within such DSU shall be shared equally by

the Parties in accordance with the Operating Procedure, or

(ii) Twelve (12%) percent non-convertible gross overriding royalty
within the Tested zone(s) within the DSU for such wellbore as

]
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further described in Clause 14. herein (such royalty hereinafter
referred to as the "Farmor's Royalty").

Notwithstanding the foregoing, in the event an Eaming Well is completed
as per Clause 12.B. herein, the Farmor shall have forty-elght (48) hours
following receipt of the downhole pressure data resuiting from such Testing
operation in which to elect whether or not tc participate in such well as
provided herein. Should the Farmor elect to retain @ non-convertible
Farmor's Royalty with respect to the Tested zone(s) within the DSU of a
given Earning Well, the Farmee shall be responsible for ail costs pertaining
to such well, including the costs to set casing, run the necessary
praduction tests for such well and, subject to Subclause 3. C. and Clause
17. herein, all subseguent abandonment and reclamation costs. The
balance of lands within such Earning Block, down to the deepest formation
evaluated, shall be held joinfly by the Parties in the following working
interests: Farmor 50% and Farmee 50%.

In the event the Farmor has elected fo retain a twelve (12%) percent non-
convertible gross overriding royalty within the Tested zone(s) for an
Eaming Well as provided in Subclause 13.A(ii)) herein and the Farmee
subsequently chooses fo abandon such Tested zone(s) and conduct
further Tests of any uphole zone(s) within such wellbore, the Farmor shall
be given the further right to make subseguent Casing Point Elections in
accordance with Clause 13.A. herein with respect to such subsequent
Tests. Should the Farmor elect to participate in such subsequent Tests,
the Farmor shall reimburse the Farmee for the Farmor's proportionate
share of the costs for such subsequent Tests, together with the Farmor's
proportionate share of all costs to set casing down to the depth of sucn
subsequent Tests; such casing costs to be discounted in accordance with
NPV 15 1o reflect the time value of such investment.

14. FEammors Royalty i

.A‘

The Parties agree that effective upon the date the Farmee earns an
interest within the Farmout Lands as provided pursuant to the terms of this
Agrsement, and in the event the Farmor elects fo retain a Farmor's Royalty
as pravided in Clause 13. A(ji) herein, then éffective upon the date of such
election, the Farmee shall earn one hundred percent (100%) of the
Fammor's prefarmout interest in and to the Tested zone(s) and the

associated DSU for such zone(s), subject te the reservatien unto the

Farmor of a gross overriding royalty baged on the Farmor's pre-farmout
interest share of the total volume of petroleum substances produced from
or-allocated to the Tested zone(s) in such DSU prior to the deduction of
any other royalties or encumbrances payable on such pefroleum

Ao
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substances pursuant to the title documents goverming such lands or
otherwise, as calculated herein.

The Farmor's Royaity shall comprise an interest in the petroleum
substances within, wupon and wunder the Tested zone(s) in
such DSU for such zone(s) and shafl be paid by the Farmee in ¢cash or in
kind at the option of the Farmor, which election shall be made by the

‘Farmor within a six (8) month election schedule and shall be calculated on

an individual ‘well basis, as a percentage of the royalty computation set
forth below, which percentage shall be equal to the percentage of the
undivided interest earned by the Farmee from the Farmor in the Tested
zone(s) in such DSU as follows:

()] on crude oil," natural gas, condensate and all other petfroleum
substances - twelve percent (12%) of the
total volume (as calculated at the wellhead and measured in cubic
meters) produced or deemed to have been produced from the
DBSU in a calendar month, free and clear of all deductions
whatsoever .

In the event the petroleum substances produced from the Farmout Lands
are not saleable at the wellhead but must be marketed élsewhere, the
Farmee shall be respoensible for one hundred (100%) percent of the costs
and expenses incurred by the Farfmee to gather, separate, tréat, compress,

process or transport the Farmor's Royalty share of production to the:

(i} piant outlet gate (directly upstream of the sales pipeline) with
respect to natural gas, condensate and all other petroleum
substances (excluding crude oil), and

(ii) battery site with respect to crude oil.

-

Thereafter, the Farmor shall be respansible for its proportionate share of
the costs to fransport its Farmor's Royalty share of production.

Notwithstanding the foregoing, the Farmee shall be entitled te use, free
from the calculation of the Farmor's Royalty, such petroleum substances
produced from the Farmout lands as are required and used by the Farmee
in its operations therein and thereon in the treating and preparation of
production therefrom for market (but specifically excluding operations to
inject leased substances for enhanced recovery projects).

,
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praduce petroleum  substances capable of being produced from
armoutrtands and the Poolad Lands, or either of them, in_ace
" actice with a view to the optimum scensi

petiplsani Substances in kind,  Further, thg
armee covenants and agrees™that it Witt-not_discriminate in any wa
Against the petroleumSubstances produced or capatk 2. of being produced
ram the Farfout Lands, the Pooled Lands, or either of therm-n.relation {d
pieTfiar substances produced by the Farmee from. other lands withinthe
same pool and in which such other lands the Farmee holds interests.

15. Pooled Lands

Compton holds an Interest in certain lands as further described on’ Schedule "B"
attached hereto (such lands herelnafter referred to as the "Compton Lands").
Compton hereby agrees to assign an undivided fifty (50%) percent working
interest within the Compton Lands to Mobil and Mobit hereby agrees to prepare
leases to match the Compton Lands on an acreage basis and on a term-by-term
basis (such lands held by Mobil hereinafter referred to as the "Mobil Lands" and
are further described on Schedule "B" attached hereto). Thereafter, the
Compton Lands and the Mobil Lands shall be deemed to be pooled lands
("Pooled Lands") and such lands shall be jointly held by the Parfies in the
following working interests: Mobil 50% and Compton 50% in accordance with
the Operating Procedure, Notwithstanding the foregoing, any of the Compton
Lands which are held in Crown license form shall be handled in the following
manner;

A.  In the event both Compion and Mobil elect to participate in a lease earning
well to be drilled on any such license, the Parties shall do so in accordance
with their respeciive fifty (50%) percent working interest, or

B. In the event only one Party elects to participate in a lease earning well to
be drilled on any such ficense, such Party shall retain one hundred (1 00%)
percent of the DSU for such well, and Mobil shall pool the balance of the
validated Crown license with the adjacent Mobil leases on an acreage
basis in agcordance with the following working interests: Mobil 50% and
Compton 50%. Any previously Pooled Lands not contributed by Mabi to
mateh the validated Crown license as provided herein shall revert back to
Mobil in its entirety, or

C. In the event both Parties elect not to drill a lease earning well on any such
license, such ficense shall revert back to the Crown and any leases
previously paoled by Mobil as provided hersin associated with such expired

Blo13
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Crown license shall revert back to Mobil in its entirety.

-

Joint Qperations

Upon the date the Farmor eamns its interest within the Farmout Lands pursuant
to the terms of this Agreeément, such lands shall become joint lands and shall be
governed pursuant to the Operating Procedure containing the elections identified
on ExbibitH" attached hereto.

Schedule “EY om0

baridonmen an Eaming Wel

A.

in the event the Farmee wishes to abandon an Earning Well, the
Farmee shall forthwith notify the Farmor and the Fanuw
shall then have the right for twenty-four (24) hours following recelpt of such
notice in which to elect whether to take-over such well for a completion

- altempt at its sole cost, risk and expense. In the event the Earning Well is

completed by the Farmor at its sole cost, rick and expense, the Famee
shall immediately take such steps to convey to the Farmor all the right, title
and interest earned by the Farmee in and to the formations completed for

production for that DSU, and fo the well, the material and eguipment -

therein and thereon, any and all production of petroleum substances
therefrom and the surface lease without consideration.  Notwithstanding
the foregoing the Farmor shall, subject to Subclause 17.B. herein,
thereupon pay to the Farmee the Farmee's earned interest share of the net
salvage value of all material and equipment in and on the well, less the
Farmee's earned interest share of the estimated cost of abandonment of
such well.

If the Farmor's attempt to complete an Earning Well is unsuccessful, and
such well is subsequently abandoned within six (8) months following such
completion attempt, then such well shall be abandoned at no cost to the
Farmor, except that the Farmor shall bear any additional costs of
abandonment that would not ordinarily have been incurred had the Farmor
not attempted the completion.

If an Earning Well has been drilled to Contract Depth and if all other

provisions of thls Agreement have been met by the Farmee and the

Farmor has taken over an Earning Well as provided hersin, then subject to
Subeclause 17.A herein, the Farmee shall be desmed to have earned its
interest it the Earning Block containing the location for such well.

In the event the Farmor decides not to take over an Eaming Well for &
eompletion attempt and the Earning Well is abandoned, the Farmor shall
have a period of seven (7) days from receipt of the notice issued pursuant

f ,
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to  Subclause 17.A. herein, in which to decide whether to retain a fifty
(50%) percent working interest or a 12% non-conivertible Farmor's Rayalty
within the DSU for such wellbore, as provided pursuant to Clause 13,
herein,

18. Eee Mineral Provisions

A

The Parties acknowledge that the Farmor's beneficial interest in and to the
petroleurnt substances within certain of the Farmout Lands and Mobil Lands
Is derived as a result of an estate in fee simple registered in the name of
Mobil Resources Lid., one of the partners in Mobil Oif Canada, an Alberta
general partnership.

xcept as hersin o ise_provided, where Mohil Resources l.td. owns a
fee simple interest in any lands affected by this Agreement, the covenants,
representations and warranties of the Farmar in this Agreement are made
or given by the Farmor In its capacity as lessee and working interest owner
and not in its capacity as lessor and fee simple owner. Upon the Farmee
eaming its interest as provided herein, the Farmor shall cause Mobil
Resources Ltd. to grant leases to the Farmee as provided pursuant to
Subclause 18.C. herein.

Upon the Farmee earning an interest in the Earning Blogk for eéach Earning
Well drilled by the Farmee hereunder, such lands will be subject to a
deemed |ease for each and every sectional portion comprising the Earning
Block for such well. Such leases shall essentially contain the following:

{0 An effective date equal to the rig release date of the last Earning
Well for either the Block "A" Lands or the Block "B" Lands,
whichever is. appropriate, provided that all of the terms and
conditions of the deemed lease shall apply from the date of
earning as provided hergin until the effective daté of such leass;

and
(i) A primary term of three (3) years; and
(iif) Initial consideration of One Dollar ($1.00) (shown as paid); and
{iv) Demised estate consisting of the geological formations extending

from surface down to the deepest formation evaluated for each
section comprising the Earning Block for such well; and

(v) Fifteen (15%) percent lessor's royalty caleulated on the total
volume of petroleurn substances, free and clear of every expense,

ois
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charge, lien or encumbrance and shall, at lessor's option, be paid
to Mobil by the iessee or be delivered to Mobil by the lessee, free
and clear of all deductions whatsoever to gather, separate, treat,
compress, process or transport petroleum substances o the sales
pipeline (such royalty hereinafier referred to as the "Lessor's
Royalty" ); and

vi) If after the expiration of the primary term there is a well on the
lease which is capable of production in paying quanfities from the
demised estate which has been shut-in for a period in excess of
ninety (90) days during the lease year ending on the anniversary
date thereof for reasons other than compliance with applicable
law, such lease can be continued if the lessee, on or before such
anniversary date, pays to the lessor a sum in the amount of
Twelve Dollars and Fifty Cents ($12.50) per hectare.
Noiwithstanding the foregoing, a lease may not be continued
beyond the primary term by payment of such shutin royalty
payments for more than three (3) cumulative years.,

Is

In the event that production in paying quantities is being obtained from any
geolagical zone or formation which Is also within the Farmout Lands from
any offset well, then unless a well or wells has been or is being drilled on
the spacing unit(s) of the Farmout Lands (which Mobil is a lessor) Jaterally
and/ar diagonally adjoining the spacing unit of such offset well (or has been
or is being drilled on Farmout Lands which have been pooled to form a
spacing unit laterally and/or diagonally adjoining the spacing unit of such
offset well). and has bsen or is being drilled to evaluate the zone or
formation from which production is being so obtained from the offset well,
the Farmee, subject to Clause 20. hereinbelow, within three (3) months
from the date of said offset well being placed on production: N

() Commence or cause to be commendeéd within the three (3) manth
period aforesaid operations for the drilling of a well or wells on the
spacing unit(s) of the Farmout Lands laterally andiar diagenally
adjoining the spacing unit(s) of the offset well and thereafter drill
or cause to be drilled such well or wells to the zone or formation
from which production of peiroleum substances is heing ebtained
from the offset well; or

]
[#o16
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(i) Pay to the Farmor the.amounts equal to the value of the Lessors
Royalty what would be payable to Mobil if the production from the
offset well laterally and/ar diagonally adjoining & spacing uni

comprised with the  Farmout Lands was actually leased
substances produced from the Farmout Lands; or

({ii) Surrender all or any portion of the Farmout Lands; provided that
the portion of the Farmout Lands surrendered shall comprise ihe
said spacing unit(s) laterally and/or diagonally adjoining the
spagcing unit of the offset well; of T

(iv) Where production is being obtained from or aliocated to the
Farmout Lands from a zone or formation other than the zone or
formation from which production in paying guantities is being
obtained from the spacing unit of the offset well, surrender that
portion of the Farmout Lands which comprise the spacing unii(s)
laterally and/or diagonally adjoining the spacing unit of the offset
well, except that zone or formation from which production in
paying quantities is so being obtained from the Farmout lands,

In the event petroleum substances from the same zone or formation is
produced from mose than one offset well laterally or diagonally adjoining a

spacing unit comprised within the Farmout Lands, the Farmee shall be -

desmed to have safisfied its obligations pursuant to Subclause 19A.(ii)
herein with respect to all such offset wells, if the Farmee remits such
royalty to Mobil calculated solely on the petroleum substances produced
from the individua! offset well having the highest volume of production in
each caleridar month.

20.

%/’7/"/ ohligaiTons -

Exgeptions to Offset Provisions

Notwithstanding the provisions of Glause 19. herein,

A,

Offset obligations shall be waived for any jands which Mobil is the lessor
until December 31, 1996 for any offset wells which are on production on or
pefore December 31, 1997.

Gompton shall be granted a three (3) month extension (fo @ maximum of
gix months) in which to satisfy any offset obligation(s) for any lands which
Mobil is the lessor which are created by any offset wells placed on
production during the initial twelve month period between December 31,

The prrties Rere by  aknopledae thal- fhe (eates
Jssatd i raf!é‘ of- He Fooled bands ¢pntain af%ef

¥
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1097 and December 31, 1998. ..

C. In the event an Eamning Well is drilled by the Farmee to satisfy an offset

ohligation and such Eamning Well is located within the two (2) mile setback

as ideniified in Subclause 10.A. herein, eaming by the Farmee shall be
restricted to the DSU for such well, together with an adjacent D3U, down
to the deepest formation avaluated.

all Ini ti

The Farmee shall provide the Farmor, on a current and timely basis, with all

information resulting from operations conducted on the Earning Well drilled by
the Farmee hereunder.

Operatorship

A. Dirilling Compton  shall gperate  the drilling
component of each Eaming Well in
accordance with this Agresment.

B. Production/ With respect to the lands subject to the
Joint Operations Agreement, Compton shall operate the
1ands to the North (Twp 18-19) and Mabil
shall operate the balance of the lands to
the South (Twp 15-17) in accordance with
the Operating Procedure.

Techni aring Committee

Each Party to meet on least a guarterly basis 1o discuss potential upcoming
locationsffuture operations.

Area of Mutual Interest

A, An Area of Mutual Interest shall be established between the Parlies from
the effective date of this Agreement until six (8) months following the rig
release date of the final Earning Well drilied on the Block "A" Lands and/or
the Block "B" Lands for all Grown Land posted for sale by public tender
and all acquisitions from third parties, which fall on or within the Block AN
lands and/or the Block "B’ {ands (hereinafter referred to the "New

Lands™. The participating interests of the Parties in and to the Area of
Mutua! Interest shall be as follows:

i
[doos
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Farmor 50%
Farmee 50%
(such interests hereinafter referred to as the "Participating Interests”).

The Parties shall vonsult at least forty-eight (48) hours prior to the sale
date for New Lands which are offered for sale by public tender by the
Crown in an attempt to agree on the amount of a joint bid for such lands.
If the Parlies agree on an amount, 2 joint bid shall be made by the
Operator who shall submit the bid on behalf of both Parties in accordance
with their Participating Interests.

If, after consultation the Pariies are unable to agree on a joint bid, a Parly
may submit an offer for its own account, and if successful, such Party shall
be the sole owner of such lands which shall not be subject to this
Agreement. if however, the price pald for such lands ditfers by more than
five (5%) percent from the amount the acquiring Party represented it was
prepared to pay, the acquiring Party shall offer such lands to the other
Party. The acquiring Party's offer shall be made forthwith by notice to the
other Party giving full particulars of the consideration and the other costs
payable to the granior. The other Party may, within fifteen (15) days after
receipt of such notice, elect by notice to the acquiring Party to take an
interest in such lands in accordance with its respective Participating
Interests. The Party so electing shall, within the sald fiteen (15) day
period reimburse the acquiring Party for its proportionate share of the
consideration and othér cosis paid to the grantor and shall assume its
proportionate share of the obligations and benefits associated therewith
and shall be entitled 1o an assignment of its share of the acquisition.

Should a Party acquire New Lands or the right to acquire an interest in
New Lands contained within these Area of Mutual Interest provisions and
such acquisition was not subject to a prior consultation with the other Party,
the Party acquiring such interest shall give notice to the cther Party,
describing the terms of such offer. The Parly recelving such notice shall
then have a period of fifteen (15) days in which to elect whether to acguire
a right therein in accordance with its respective Participating Interest, and
the Party so elecfing shall, within the gaid fifteen (16) day period,
reimburse the acquiring Party for its proportionate share of the obligations
and benefits; in accordance with its Participating Interest. Al lands jointly
acquired by the Parties pursuant to the terms of these Area of Mutusl
interest provisions shall be subject to the terms of this Agreement.

Should the Farmee terminate its right to earn an interest on either the
Block "A" Lands or the Block "B Lands pursuant to subclause 9.D. hoeis
the Area of Mutual Interest for such block of lands shall termiriate six (6)

[Hoo4
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months following the rig release.date of the final Earning Wel dritied on
such block of Farmout Lands.

F. Operatorship of any lands acguired pursuant to these Area of Mutual
Interest provisions shall be in accordance with Clause 22. herein.

Declaration of Trust

A. The Farmor agrees, subject always 1o the terms of this Agreement, it
stands possessed of its pre-farmout interest in and to the
Farmout Lands, and hereby agrees that in the event the Farmee eams its

interest within the Farmout Lands pursuant to this Agreement, the Farmor
shall hold the undivided interests earnad by the Farmee therain in trust for
the Farmee until such time as leases are igsued fo the Farmee as set forth

in this Agreement.

B. The Farmor covenants and agrees with the Farmee that the
Farmor will not assign, transfer, encumber, alienate or in any way
dispose of the participating interests earned by the Farmee hersundet

without the written consent of the Farmee having first been obtained.

Encumbra e isibility

I the interest of either Party in the Farmout Lands and the Pooled Lands, or any
of them, is now of hereafter becomes encumbered (other than by the Farmor's
Royalty, the royalties set forth under the terms of the title documents goveming
the Farmout Lands or any compensatory royalty payments), the Parties covenant
and agree that such encurbrance shall at all times during the term of this
Agreement remain the sole responsibility of the Parly who creates such
encumbrance or whose interest s now encumbered and in no event shall such

encumbrance be considered to be boine joinily by the Parties.
Confidential Information

A ‘The Parties shall keep confidential from third parties all information
obtained in the course of or as @ result of any operations
conducted pursuant to this Agreement of supplied by one Party to the other

hereunder, except information which the Parties have expressly agreed to
release. Each Party shall take measures in connection with operations and
internal security as shall be advisable in the circumstances to maintain
such confidentiality. With the exception of information of any type or

nature relating to wells drilled on & confidential basis, a Pary may. if

required, release information to any recognized association within the

t
Eoos
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petroleum industry, in which_association such Party is a member, that
engages in the exchange of factual information relating to the type of
operations contemplated by this Agreement.

The Parties agree that neither Party may issue a press releage relating to
any operation subject to this Agreement without the prior approval of i
other Party, including any release of any information to the investment
community on a need to know basis, which consant shall not be
unreasonably withheld. For these purposes, "press release” shall include
any release of information or dissemination to the public by the media
including, without Simitation, the press, radio or {elevision media or any one
or more of tham. :

28. Insurance

A

The Farmes shall, prior to the commencement of operations hereundar,
hold or cause to be held with a repuiable insurance company or
companies, and thereafter maintain or cause to be maintained at its sole
cost and expense, for the benefit of the Parties, the insurance hereinafter

set forth. The insurance required pursuant to this Subclause shall be
primary and shall be as follows: :

()] Automobile Liability Insurance covering all motor vehicles or
snowcraft and all terrain vehicles; owned or non-owned, operated
andfor licensed by the Farmee and used in operations hereunder
with an inclusive bodily injury, death and properly damage [imit =f

two million ($2,000,000.00) dollars per accident;

(i} Comprehensive General Liability Insurance with an inclusive bodily
injury, death and property damage mit of ten million
(10,000,000.00) dollars per occurrence and, without restricting the
generality of the foregoing provisions of this Subclause, such
coverage shall include, but not be limited to, Contractual Liability,
Employar's Liahility, Contractors' Protective Liability and Products
and Gompleted Operations Liability;

{iif) Aircraft - Liability Insurance covering all aircraft, -owned or non-
owned, operated and/or Yicensed by the Farmee and used in
operations hereunder with an inclusive bodily injury, death and
property damage limit of ten million ($10,000,000.00) dollars per
peeurrence;

Such insurance shall contain a waiver of subrogation in favour of the

Hous
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Farmor, its servants, agents and. employees.

The Farmee shall also use every reasonable effort to have its contractors

and sub-contractors:

® comply  with Unemployment Insurance and Workers'
Compensation legisiation and all other similar Regulations and
legisiation applicable to workers employed by them, and

(i) carry such jnsurance in such amounts a8 the Farmee deems
necessary.

In addition io the foregoing, the Famee shall provide the Farmor with proof
that the Farmee has ohtained controt of well insurance (including coverage
for sudden accidental poliution) to cover any well drilled by such Party
pursuant to this Agreement, with 2 minimum fimit of liability of Ten Million

Dollars ($10.000,000.00) per occurrence.

20. Liabllity and Indemnification

A.

The Farmee shall, with respect to the gperations it conducts and the
operations in which it participates:

()] be liable to the Farmor for all losses, copsts, damages, eXpenses
and legal fees which may he suffered, sustained, paid or incurred
by the Farmor directly or indirectly arising from or in connection

with this Agreement on account of bodily injury to or death of
persons, of damage 1o persons, or loss of or damage to propeny,
and, in addition

(i} indemnify the Farmor against all actions, proceadings, claims,
demands, losses, cosis, damages, expenses and legal fees
whatsoever which may be brought against or suffered by the

Farmor or which the Farmor may sustain, pay, of incur, directly or
indirectly arising from or in connection with this Agreemeant on
account of bodily injury to or death of persans, Of loss of or
damage to property.

This liability and indemnity shall apply without Himit and without regard io
cause or causes, inciuding without limitation the negligenice. whether sole,
concurrent, gross, aclive, passive, primary or secondary, or the willfui act
or omission, of any other person or otherwise, except fo the extent of the
negligence of the Farmor, its servants, agents, employeses and contractors.

]
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It is further agreed that the indemnity given to the Farmor in Subclause
26 A, hereof shall apply notwithstanding that any of the liabilities to which
such indemnity telates arise as a result of any agreement between the
Farmee and a third parly and chall éxtend to actions, proceedings, claims,

‘demands, losses, costs, damages, expenses, and legal expenses‘assertéd

by any third party ‘againist the Farmor, or any of them, pursuant to any such
agreement.

In the event the Farmor coriducts operations pursuant to this Agrocemort,
the provisions of this Clause shall apply, mutatis mutandis, as between the
Farmor and the Farmee.

30. Default

A,

If at any time the Farmee is in breach of any of its obligations arising out of
or in connection with this Agreement, including without limitation the
Farmee's obligation 1o continuously drill and either complete or abandon an
Earning Well, then except as and for so fong as such breach is due to
force majeure, the Farmor may give notice thereof to the Farmee and if the
Farmee falls to commence to remedy such default to the reasonable
satisfaction of the Famor within a period of thirty (30) days from the date
upon which such notice is received by the Farmes, then this Agreement
shall terminate with respect o the those lands subject 10 such default, be
they Farmout Lands, Pooled Lands, or any of them, and immediately upon
the expiry of such hirty (30) day period, the Farmor may at any time
thereafter re-enter into and upon such Farmout Lands_and Pooled Lands,
ng_ihem,.and all wells thereon (or any part thereof in the name of
the wholg) to repossess and enjoy. Thereupon the Farmee shall

immediately and at no cost to the Farmor, transfer and assign or otherwise ~
armor any and all of the interests the Farmee may ha\;?((,

convey to the F
earned inweder-TaH angds—Peoicd—=ang—0r of-them, and
welle thereqn and shall immediately execute all such documents as may be

Foos
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A

reguired to Vﬁe%t;lseasaﬁias < [ade. C’r ,{Z’ Sbli:‘.v{r'\ ﬁ;B« '@a_q. H. ﬁ///’-’

Notwithstanding the foregoing, and except as otherwise provided for in this
Agreernent, if the Fanmee fails 1o commence the driling of an Earning Well
by the date stipulated in accordance with this Agréeement, then except as
and for so Jong as such breach Is due to force majeure, the Farmor may by
notice to the Farmee, terminate this Agreement with respact to the Earning
Block subject to such default and all other uneamed Farmout Lands, (i £

i Block

Notwithstanding the foregoing, matters that pertain to the joint interests of W

the Parties shall be governad under this—igresmemmand- the Operating

of
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e

Procedure attached thereto.

D. The rights hereby granted to the Farmor shall be in addition to and not in
substitution for any other right or rernedy which the Farmor may have
hereunder ar at law, and specifically the exercise of such rights shall not
serve to deprive the Farmor either wholly or partially of any other right or
remedy including damages and indemnity.

‘31, Notices
Al notices or any request made under the terms of this Agreement shall be in

writing and may be served by courier or by facsimile to the addresses for
services as follows:

Mobil Oil Canada Compton Petroleum Corporation
P. O. Box 800 , 340, 250 - 6th Ave SW.
330 - 5th Avenue S.W. Calgary, Alberia
Calgary, Alberta T2P 4H7
. T2P 247
Attention: Land Management ' Attention: President
Eax No. 260-7651 Fax No. 2379410
32. Rentals

A. The Farmee shall pay the Farmor for all rentals and other payments
attributable to the Farmout Lands on a per diem basis from the effective
date of this Agreement until the date on which the Farmee eams its
interest within the Farmout {ands, or until the Farmee's right to earn suu:
interest therein terminates, whichever first acours. )

. B. From and after the date the Farmee earms its interest within the Farmout
Lands, any payments tributable thereto and required under the tille
documents governing such lands, shall be paid by the Parties in proportion
to their respective participating interests therein.

33, Mazeppa Facilifies

processing of gas at the Mazeppa Area faciiities. shall be governad by the terms

ﬂ} r The Pariles acknowledge and agree that the gathering, gompressing and
. - of Schedule *D" attached hereto.
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34. Supersedes Prior Agreements.

36,

36.

37.

38.

This Agreament supersedes and replaces all prior agreements, documents,
writings and verbal understandings between the Farmor and the Farmee relating
to the Farmout Lands and Pooled Lands, or either of them.

A.  This Agreement and the respective rights and obligatioris of the Patties
created by it, will be subject to all applicable Regulations, and in the event
that any of the provisions contained in this Agresment or the operations

contemplated under it are fourid to be inconsistent with or contrary to Anv
such Regulation, the Regulations will be deemed to control and this
Agreement will be regarded as modified accordingly and as 0 modified will
continue in full force and effect.

B. This Agreement shall be interpreted and construed in accordance
with the laws of the Province of Alberta and the laws of Canada applicable
therein. The Parties agree 10 submit to the jurisdiction of the courts of the

aforementioned Province in any @ tions related to this Agreement.

ehensiv e =)

Following execution of this Agreement, Mobil shall immediately prepare a
comprehensive letter agreement including, inter alia, the terms hereof (except
those processing matters sat forth in Clause 33 hereof) and Compton shall
immediately prepare a comprehensive agresment in respect to the processing
matters set forth in Clause hereof. Both Parties shall use their best efforts to
finalize and execute such comprehensive agreements as soon as reasonable
possible and in any case, on or before June 30, 1998. Until such an
agreement is executed by the Parties, this Agreement shall constitute a hinding
agreement between the Parties. -

her Assurance

Each of the Parties shall from time to fime and at all times do such
further acts and execute and deliver all such further deeds and documents as

shall be reasonably required i order ‘o fully perform and carry out the terms of
this Agreement.

Enurement.

Subject to the terms of this Agreement, this Agreement shall bs binding
upon and enure to the benefit of the Parties and thelr respective successors and

Boio
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permitted assigns. -
39. Effective Date

The effective date of this Agreement shall be the 3ist day of Necember, A.D.
1997.

40. Definitions

The definitions contained within Clause 101 of the Operating Procedure shall
prevail with respect to this Agreement.

41. Time

Time shall be of the essence in this Agreement.
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If the contents of this letter are in accordance with your understanding of the
arrangement made. between the Parties, we request you indicate your Company’s
acknowledgement and acceptance of this Agreement by signing both copies of the
enclosed agreement in the space provided, and forwarding one (1) copy of same to
Mobll. Upen receipt by Mobil of a sighed copy of this Agreement shall constitute a
valid and binding coniract between the Parties.

MOBIL OIL CANADA

o L.F. Willis
Manager, South Grant Lands Team

AGREED, ACKNOWLEDGED AND ACCEPTED VP pastorm
THis __({_ DAY OF APRIL, 1988.

COMPTON PETROLEUM CORPORATION
28 Saoeeho.

Dposcdi?E

This is Page 26 to a Farmout, Participation and Area of Mutual interest Agreement
dated the 31st day of December, AD. 1997 between MOBIL OIL. CANADA AND
COMPTON PETROLEUM CORPORATION




E Schedule "A"

This is Schedvule "A" attached fo and made a part of a Farmout, Participation and Area of Mutual
Interest Agreement dated the 31st day of December, A.D. 1997 betweenMOBIL OIL CANADA and

COMPTON PETROLEUM CORPORATION.
BLOCK "A" LANDS

) CERTIFICATE OF
FARMOUT LANDS* TITLE/DOCUMENT ACRES
Twp. 15 Rge 29 WAM: 46X44 320.00
Seclion 19
Twp. 15 Rge 29 WAM: A46X45 320,00
§/2 Section 23

Twp. 15 Rge 29 WAM: Alberta PNG Licence 3,360.00
Section 22, N/2 Secfion 27 No. 5396070069
Secfion 28, 35 Effective; July 25,1996

Twp. 18 Rge 29 WAM: Term: 2 years
Section 2, N/2 & SE/4 Crown Royally

Section 3

Twp. 15 Rge 29 WaM: 46P59 . 320.00
.‘s;z Section 27 |

Twp. 15 Rge 29 WAM: 46Y24 640,00

Section 31

Twp. 15 Rge 29 WAM: 143B101 640,00

Section 33

Twp. 15 Rge 29 WAM: Alberfa PNG Lease 560.00

$/2 & NE/4 Section 34 No. 0449070334

PNG In all Zones Effective: July 25, 1994

Lsd's 12 & 13 of Section 34 Term: 5 yewrs
PNG below Base Mannville  Crown Royalty

Twp. 15 Rge 29 WAM: Freehold PNG Lease

Isd's 11 & 14 of P.Burns Resources Limited 80.00
Section 34 Effective: Nov. 18, 1997
Term; 3 years
18% LOR with 50% cap on
deductions.

*PNG in all zones except as otherwise stated.

CURRENT
INTERESTS

Mobil 100% WI
Maobil 100% Wi

Mabil 1007% WI

Mobil 1007% Wi

Mobil 100% Wi

Mobil 100% Wi

Mobil 100% Wi

Mobil 100% WI

MOBIL'S
FILE
8138
8137

34417

8140

8141

8142

34418

34813

Page 1



BLOCK "A" LANDS

FARMOUT LANDS*

Twp. 15 Rge 30 WAM:
Fraction Section 25

Iwp. 15 Rge 1 W5SM:

Section 23

Twp. 15 Rge 1 W5M;
Section 25

Twp. 15 Rge T W5M:
Section 27

Twp. 15 Rge 1 W5M:
Section 35

Twp 14 Rge 29 WAM:
Section 5

Twp. 16 Rge 29 Wi4M:
Seclion7

Twp. 16 Rge 29 WAM:
Section 7

Twp. 16 Rge 29 WdM:
Section 15

Twp. 16 Rae 29 WaM:
Section 17

Twp. 16 Rge 29 WaM:
Sectiocn 19

Twp, 16 Rge 29 WAM:
Section 23

Twp. 15 Rge 29 WAM:
Section 27

*PNG in all zones except as otherwise stated,

Schedule "A"

CERTIFICATE OF |

TILE/DOCUMENT ACRES
46Y63 374.00
46X95 440.00
45X96 640,00
45X97 448,00
1438102 640,00
46Y25 640.00
48Y24 440.00
45Y27 640.00
140X243 640.00
46Y29 $40.00
45Y30 440.00
45Y31 440.00
48Y33 440,00

CURRENT

INTERESTS

Mobil 100% Wi
Mohll 100% Wi
Mchbil 100% Wi
Mohbil 100% Wi
Mobil 100% WI
Mobil 100% Wi
Mobil 100% WI
Mobil 100% Wi
Mobil 100% WI
Mobil 100% Wi
Mobil 100% Wi

Mobil 100% WI

Mobil 100% Wi

MOBIL'S
FILE
8145
8151
B152
8153
8154
8209
8210
8211
B213
8214
8215

8214

8218

Page 2



-Twp. 16 Rge 30 WAM:
Fraction Section 13

BLOCK "A" LANDS

FARMOUT LANDS®
Twp. 16 Rge 29 WAM:

Section 33

Twp. 16 Rge 29 WAM:

Section 35

Twp. 14 Rge 30 WAM:

Fraction Section 1

Twp. 16 Roe 1 WEM:

Section 1

Twp. 16 Rge 1 WHM:

Secfion 3

Twp. 16 Rge 1 WSM:

Section 13

Twp. 16 Rge 1T W5M:

Secfion 15

Twp. 16 Rge 1 W5M:

Section 23

Twp. 14 Rge 1 WHM:

Section 27

Twp. 16 Rge 1 WHM:

Sectiion 35

Twp. 17 Rge 29 WAM:

Secfion 3

Twp. 17 Rge 29 WAM:

Section 7

Twp. 17 Rge 29 WAM;

N/2 Section 9

*PNG in all zones except as otherwisé stated.

Schedule "A"

CERTIFICATE OF

TITLE/DOCUMENT
484Y35

46Y36

1402219

46Y44

1402227

1438104

46X104

46X105

44X108

46X110

143B112

446Y37

1438117

1438119

ACRES
£40.00

$40.00

372.00

372.00

640.00

643.00

640,00

£44.00

£42.00

640.00

440.00

640.00

440.00

320.00

CURRENT
INTERESTS
Mobil 100% WI

Mobil 100% Wi
Mobil 1007 WI
Mobil 1607 Wi
Mabil 100% Wi
Mobil 1007 Wi
Mobil 1007% WI
Mobil 100% Wi
Mobil 100% Wi
Mobil 100% Wi
Mobil 100% wi
Mobil 100% WI
Mobil1005% Wi

Mobil 1007% WiI

MOBIL'S
FILE
8220

8221
8222
8223
8224
8225
8230
8231
8234
8236
8239
8298
8300
830

Page 3



BLOCK "A LANDS"

FARMOUT LANDS*

Twp. 17 Rge 2% WAM:
Section 15

Twp. 17 Rge 2% WAM:
Sectlon 17

Twp. 17 Rge 29 WAM:
Section 19

Iwp. 17 Rge 29 WAM:
Section 23

Iwp. 17 Rge 29 WAM:
Section 27

Twp. 17 Rge 29 WAM:
Section 33

Twp. 17 Rge 2% WAM:
Section 35

Twp. 17 Rge 1 W5M:
Section 1

Twp. 17 Rge 1 W5M:
Section 3

Twp. 17 Rge 1 W5M:
Section 15

Twp. 17 Rge 1 W5M:
Sectlion 23

Twp. 17 Rge 1 W5M:
Section 27

Iwp. 17 Rge 1 W5M:
Section 35

*PNG In all zones except as otherwise stated.

Schedule "A"

CERTIFICATE OF

TITLE/DOCUMENT ACRES
140%244 $40.00
46Y41 $40.00
1438118 440,00
141E157 440.00
44Y44 640,00
46Y46 £40.00
A6Y47 440,00
1407228 640.00
46X113 640,00
140X24% 640,00
45Y83 $40.00
44Y85 440,00
44Y88 $40.00

CURRENT
INTERESYS
Mobil 100% WI
Mobil 100% Wi
Mobil 100% WI
Mobil 100% WI

Mobil 100% WI

Mobil 1007 WI

Mobil 100% Wi

Mobil 1007 Wi

Mobil 100% Wi

Mobil 1007 Wi

Mobil 100% WI

Mobil 1007 WI

Mobil T007% W1

MOBIL'S

FILE

8303

8304

8305

8306

8308

8310

8311

8315

8316

8321

8324

8326

8329
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BLOCK "A”" LANDS

FARMOUT LANDS®*

Iwp. 18 Rge 29 WAM:
Section 3
Twp. 18 Rge 29 WaM:
Section §

Twp. 18 Rge 29 WAM:

Seclion 15
Twp. 18 Rge 29 W4M:
Section 17

Twp. 18 Rge 29 WAM:
Section 23

Twp. 18 Rae 29 WAM:;
N/2 and SE/4 Section 33

Twp. 18 Rge 29 WaAM:
SE/4 Section 35

Twp. 18 Rge 30 WAM:
Fraction Section 34

Twp. 18 Rge 1 W5M:
Section 1

Twp. 18 Rge 1 W5M:

Section 3

Twp. 18 Ree 1 W5M:
Section 13

Twp. 18 Rge 1 W5M:
Section 15

*PNG in all zones except as othierwise stated.

Schedule "A"
CERTIFICATE OF
TITLE/DOCUMENT ACRES
44Y48 640.00
46Y49 440,00
143B131 440.00
46Y53 540.00
143B132 £40.00
451229 481.72
141P57 1460.00
Alberta PNG Lease 357.50
No. 0494030522
Effective: March 24, 1994
Term; & years
Crown Royalty
1402229 440.00
1438134 440.00
1438135 440.00
46Y94 4620.00

CURRENT

INTERESTS

Mobil 100% Wi
Mobil 100% WI
Mobil 100% Wi
Mobil 100% Wi
Mobil 100% WI
Mobil 1007 Wi

Mobil 100% WI

Mobill 100% Wi

Mobil 100% WI

Mobil 1007 Wi

Mobil 1007 Wi

Mobil 100% WI

MOBIL'S
8382
8383
8387
8388
8370
8393

8374

34011

8398

8399

8403

8404
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BLOCK "A" LANDS

FARMOUT LANDS*

Twp. 18 Rge 1 W5M:
Section 23

Twp. 18 Rge 1 W5M:
Section 25

Twp. 18 Rge T W5M:
Section 27

Twp. 18 Rge 1 W5M:
Section 35

Twp. 12 Rge 29 WAM:
W/2 and NE/4 Section 1

Iwp. 19 Rge 29 WAM:
Seclion 3

Twp. 19 Rge 29 WAM:
Sectlion 5

Twp. 19 Rge 29 W4M:
Section ¢

Twp. 19 Rge 1 W5M:
Section 1

Twp. 19 Rge 1 WEM;

Secfion 3

Twp. 19 Rge 1 W5M:
Section 13

Twp. 192 Rge 1 W5M:
Seclion 15

*PNG in all zones except as otherwise stated.

Schedule "A"

CERTIFICATE OF

TILE/DOCUMENT ACRES
45Y97 440.00
1438136 4640.00
45Y99 4640.00
46Y101 $44.74
1407206 482.44
143B148 644,42
451232 443.98
461234 440,00
1402230 640,79
46Y102 443.30
46Y105 440.00
143B150 440.00

CURRENT

INTERESTS

Mobil 100% Wi
Mobil 100%% WI
Mobil 100% Wi
Mobil 100% WI
Mobil 100% WI
Mobil 100% Wi
Mobil 100% Wi
Mobil 100% WI
Mobil 1007 WI
Mobil 100% WI

Mobil 100% Wi

Mobil 100% WI

MOBIL'S
FILE
8407
8408
8409
8411
BA4S
8447
8468
8470
8471
8472

8474

8477
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BLOCK "B" LANDS

FARMOUT LANDS*

Iwp. 16 Rge 27 WaM:
Section 31

Twp. 16 Rae 27 WAM:
section 33

Twp. 146 Rge 28 W4M:
Section 3

fwp. 16 Rge 28 WAM:

Section 5

Twp. 16 Rge 28 WAM:;
Section' 7

Iwp. 16 Rge 28 WAM:
Section ¥

Twp. 15 Rge 28 WAM:
Section 15

Twp. 16 Rge 28 WAM:
Section 27

Twp. 16 Rge 28 WaM:
E/2 Section 33

Twp. 14 Rge 29 WaAM:
W/2 Section 1

Twp. 17 Rge 27 WAM:
Section &

Twp. 17 Rge 27 WAM:
Section 7

Twp. 17 Rge 27 WAM:
Section 9

*PNG in all zones except as otherwise stated,

Schedule "A"

CERTIFICATE OF

TITLE/DOCUMENT

A6H116

45H117

461147

441148

441149

461150

1441152

461156

143B105

1402202

46H120

46H121

AbH122

640.00

440.00

$40.00

640.00

437.38

640,00

640.00

320.00

640.00

$40.00

640,00

CURRENT
INTERESTS

Mobil 100% WI
Mobil 100% Wi
Mobil 100% WI
Mobil 100% W!

Mobil 1007 WI

Mobil 100% WI

Mobil 1007 Wi

Mobil 100% WI

Mobll 100% Wi

Mobil 100% Wl
Mobil 100% WI
Mobil 100% Wi

Mobil 100% Wi

MOBIL'S
FILE
8190
8191
8194
8195
8194
a197
8199
8204
8206
8208
8271

a8i72

8273
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BLOCK "B" LANDS

FARMOUT LANDS*
Twp. 17 Rge 27 WAM:

Section 17

Iwp. 17 Rge 27 WdM:

Seclion 19

Twp. 17 Rge 27 WAM:
Secfion 31

Twp. 17 Rge 27 WAM:
Section 33

Twp. 17 Rae 28 WaM:

Secfion 1

Twp. 17 Rge 28 WAM:

Seclion 3

Iwp, 17 Rge 28 WAM:

Section 5

Twp. 17 Rge 28 WAM:

Section7

Twp. 17 Rge 28 WAM:

Section 9

Twp. 17 Rge 28 W4M:
Section 13

Twp, 17 Rge 28 WaM:
Section 15

Twp. 17 Rge 28 WAM:
Fraclion W/2 Section 19

Twp. 17 Rge 28 WaM:
Section 23

*PNG in all zones except as otherwise stated.

Schedule "A"

CERTIFICATE OF
TITLE/DOCUMENT
45H124

46H125

46H124

46H127
1402180

45611460

141E78

141098

451163

461164

140X227
141p55

441146

ACRES
640.00

640.00
$40.00
640.00
$40.00
440,00
640.00
640.00
640.00
640.00
640.00
317.00

640.00

CURRENT
INTERESTS
Mobil 100% Wi
Mobil 100% Wi
Mobll 100% W
Mobll 100% Wi

Mobil 100% Wi

Mobil 100% Wi

-Mobil 100% WI

Mobil 100% WI

Mobil 1007 WI

Mobil 100% WI

Mobil 100% WI

Mobil 100% Wi

Mobil 100% WI

MOBIL'S

FILE

8274

8277

8281

8282

8284

8285

8286

8287

8288

B28%

8270

8292

8293
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BLOCK "B" LANDS

FARMOUT LANDS*

Twp. 17 Rge 28 WAM:

Section 25

Twp. 17 Rge 28 WaM:
Section 27

Twp. 17 Rge 28 WAM:
N/2 & SE/4 Section 31

Twp. 17 Rge 29 WAM:
Section 1

Twb. 17 Rge 29 WAM:
Section 13

Twp. 17 Rge 29 WAM:
Section 25

Twp. 18 Rae 27 WAM:
Section 5

Twp. 18 Rge 27 WAM:
Section 7

Twp. 18 Rge 27 W4M:

Section ¢

Twp. 18 Rge 27 WAM:
Section 17

Twp. 18 Rge 27 WAM:
Fraction Section 19

Twp. 18 Rge 27 WAM:
Seclion 33

Twp. 18 Rge 28 WaM:
Section 1

*PNG in all zones except as otherwise stated.

Schedule "A"

CERTIFICATE OF

TITLE/DOCUMENT ACRES
451167 440.00
441148 640.00
451169 480.00
1407204 440,00
T41E140 640.00
141E154 645.!30
44H130 440.00
46H131 $40.00
46H132 4$40.00
143B125 640,00
456D54 595.20
461105 $41.34
1437181 $40.00

CURRENT
INTERESTS

Mobil 100% WI
Mobil 1005 Wi
Mobil 1007 Wi
Mobil 100% Wi
Mobil 100% Wi
Mobil 100% W
Mobil 100% Wi
Mobil 100% Wi
Mobil 100% Wi
Mobil 100% Wi
Mobll 100% WI

Mobil 1007 WI

Mobil 100% Wi

MOBIL'S
FILE
8294
8295
8294
8297

8302

8307

8343
8347

8369
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BLOCK "B" LANDS

FARMOUT LANDS*
Twp. 18 Rge 28 WAM:

Seclion 5

Twp. 18 Rge 28 W4M:
Seclion 7

Iwo 18 Rge 28 WAM:
Section ¥

Twp. 18 Rge 28 WAM:
Sectlon 13

Twp. 18 Rge 28 W4M:
Section 15

Twp. 18 Rge 28 WAM:
Section 17

Twp. 18 Rge 28 WAM:
Section 19

Twp. 18 Rge 28 WAM:
Section 33

Twp. 18 Rge 29 WaAM:
Section 1

Twp. 18 Rge 29 WAM:
Section 13

Iwp. 18 Rge 2% WAM;

Fraction Lsd's 13,14,15,14

of Section 25

Twp. 19 Rge 27 W4M:;
Section 3

Twp. 1% Rge 27 WAM:
Fraction SE/4 Section 5

*PNG in all zones except as otherwise stated,

Schedule “A"

CERTIFICATE OF

TITLE/DOCUMENT

441170

461N

461172

46G224

446G225

46Q38

1438128

46G229

141258

1438130

46P64

451107

44D55

640.00

440.00

640.00

639.20

642.10

440.00

640.00

80.00

644.08

192.81

CURRENT

Mobil 1007 Wi

Mobil 100% Wi

Mobil 100% WI

Moebil 100% WI

Mobil 100% Wi

Mobil 100% Wi

Mobil 100% WI

Mobil 100% W1

Mobil 1007 WI

Mobll 1007 WI

Mobil 100% Wi

Mobil 100% Wi

Mobil 1007 WI

MOBIL'S
FILE
8370
8371
8372
8373
8374
8375
8376
8379
8381

8386

83N

8452
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BLOCK "B" LANDS

FARMOUT LANDS*

Twp. 19 Rge 27 WaM:

Section 7

Twp 12 Rge 27 WAM:
Section 9

Twp. 19 Rge 27 WaM:
Secfion 15

Twp. 12 Rge 27 WAM:
Section 17

Twp. 19 Rge 28 WAM:
Secfion 1

Twp. 19 Rge 28 WAM:
Section 3

Twp. 19 Rge 28 WAM:
Porlion Section 5

Twp. 17 Rge 28 WAM:
Fraction Section 7

Iwp. 12 Rge 28 WaM:
Section 7

Twp. 19 Rge 28 W4M:
Secfion 13

Twp. 1% Rge 28 WaM:
Section 15

Schedule "A"

CERTIFICATE OF

TITLE/DOCUMENT

441108

4461109

140X214

441111

1402182

446G231

1438147

143C108

456G234

46G235

140X228

PNG in all zones excepling

PNG in Crossfield Zone

*PNG in all zones except as otherwise stated.

ACRES
640.00

640.00

640,00

540.00

642,78

642.76

801.98

348.22

540,00

440,00

440,00

CURRENT

INTERESTS

Mobill 100% Wi

Mobil 100% WI

Mobil 100% Wi

Mobil 100% Wi

Mobil 100% Wi

Mobli 100% Wi

Mobll 1007 WI

Mobil 1007% W

Mobil 100% Wi

Mobil 1007 WI

Mobil 1007 WI

MOBIL'S
FILE

8440

8441

8442

8443

8444

8445
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POOLED LANDS

Parcel 1

MOBIL EANDS*

Twp. 14 Rge 27 WAM;
Section 17 .

Iwp. 16 Rge 27 WAM:
Secfion 19 .

. 146 Rge 28 WaM:

T
.Secﬁon 13

Twp. 14 Rge 28 WAM:

Secftion 23

Twp. 14 Rge 28 WAM:
Section 25

COMPTON LANDS*

. 14 Rge 27 WAM:
Sections 18] 18,20, 30

Twp. 146 Rge 28 WaM:
Secfion 24 .

*PNG in all zones except as otherwise stated.

Schedule "B”

This Is Schedule "B" aitached to and made a part of a Farmout, Participation and Area of Mutual
Interest Agreement dated the 31st day of December, A.D. 1997 between MOBIL OIL CANADA and
COMPTON PETROLEUM CORPORATION,

CERTIFICATE OF
TILE/DOCUMENT

143B104
Expiry: Oct. 16, 1998
Lessor Royalty

44H112
Expiry: Oct. 14, 1998
Lessor Royalty

441151
Expiry: Oct. 16, 1798
Lessor Royalty

461154
Expiry: Oct. 14, 1998
Lessor Royalty

4461155
Expiry: Oct, 14, 1998
Lessor Royalty

CERTIFICATE OF
TITLE/DOCUMENT

Alberta PNG Licence
No, 5396100110
Expiry: Oct. 16, 1998
Crown Royalty

640.00

640.00

640.00

440.00

CURRENT
INTERESTS

Mobll 100% Wi
Mobil 1007 Wi
Mobil 1007 Wi
Mobil 100% WI
Mobil 100% Wi

CURRENT
INTERESTS

Compton 100% WI

MOBIL'S
FILE

8185

8184

8198

8202

8203.

COMPTON'S
FILE

MO00325
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.POOLED LANDS

Parcel 2
MOBIL LANDS*

Twp. 14 Rge 28 WAM:
Section 35

COMPTON LANDS*

Twp. 16 Rge 28 WAM:
Section 34

Parcel 3
MOBIL LANDS*

Twp. 16 Rge 28 WAM:
Section 17 .

Twp. 15 Rge 28 WAM:
Section 19

Twp. 16 Rge 28 WAM:
Section 31

Twp. 16 Rge 28 WAM:
W-1/2 Section 33

Twp. 16 Rge 29 WAM:
Section 13

Twp. 16 Rge 29 WAM:
Section 25

*PNG in all zones except as otherwise stated.

CERTIFICATE OF
TITLE/DOCUMENT

451159
Expiry: Sept. 13, 2000
Lessor Royalty

TITLE/DOCUMENT

Alberla PNG Lease
No, 0495090041
Expiry: Sept. 13, 2000
Crown Royalty

CERTIFICATE OF
TITLE/DOCUMENT

461152 '
Expiry: July 24, 1998
Lessor Royalty

461153
Expiry: July 24, 1998
Lessor Royalty

461157
Expiry: July 24, 1998
Lessor Royaity

1438105
Expiry: July 24, 1998
Lessor Royalty

456Y28

Expiry: July 24, 1998
Lessor Royally

45Y32

Expiry: July 24,1998

Lessor Royalty

ACRES

640,00

ACRES
£40.00

ACRES
640.00

$40.00

640.00

320,00

$40.00

640.00

®

CURRENT
INTERESTS

Mobil 100% Wi

CURRENT
INTERESTS

Compfon 100% WI

CURRENT
INTERESTS

Mobil 1007 WI
Mobil 1007 WI
Mobil 1007 Wi
Mobil 100% Wi
Mobil 100% Wi

Mobil 1007 Wi

MOBIL'S

8207

COMPTON'S
FILE

M10013

MOBIL'S
FILE

8200

8201

8205

8206

8212

8217
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.—POOI.ED LANDS

¥

COMPTON LANDS*
Twp. 16 Rge 28 WAM:

$eclion 20,/N-1/2 Section

29Sections 30, 32

Twp. 16 Rge 29 WAM:

Sections 24, 38
Parcel 4
MOBIL LANDS*

Iwp. 18 Rge 28 WAM:
Section 23

Twp. 18 Rge 28 WAM:
Seclion 27

Twp. 18 Rge 28 WAM:
Fraction Section 35

Twp. 19 Rge 27 WaM:

TITLE/DOCUMENT

Alberta PNG Licence
No. 5396070071
Expiry: July 24, 1998
Crown Royaity

CERTIFICATE OF
TIILE/DOCUMENT

46G227
Expiry: Aug. 20, 1999
Lessor Royalty

446G228
Expiry: Aug. 20, 199¢
Lessor Royalty

446G230
Expiry: Aug. 20, 1999
Lessor Royalty

446D55

Fraction SW-1/4 Section 5§ Expiry: Aug. 20, 1999

COMPTON LANDS*

Twp. 18 Rge 28 WAM:
Sections 24, 25, NE-1/4
Section 24, Seclion 34

Lessor Roydlty

TITLE/DOCUMENT

Alberta PNG licence
No. 5397080054
Expiry: Aug. 20, 199¢
Crown Royalty

*PNG in all zones except as otherwise stated,

CURRENT
ACRES

3,520.00

ACRES
§40.00

440.00

620.11

CURRENT

2,080.00

INTERESTS
Compton 100% WI

CURRENT
INTERESTS

Mobil 100% W!

Mobil 100% Wi

Mobil 1007 WI

Mobil 100% WI

INTERESTS
Campion 100% Wi

COMPTON'S
HILE

M0032¢

MOBIL'S
ELE

8377

8378

8380

COMPTON'S
FILE

MO00330

Page 3




.POO_LED LANDS
Parcel 5

MOBIL [ANDS*

Iwp. 16 Rae 29 WAM:

Section 31 ..

Twp. 16 Rge 1 W5M:
£-1/2 Section 25

Twp. 17 Rge 30 WAM:

Fraction Section 1

Iwp. 17 Rge 30 WAM:

Fraction Section 13

Twp. 17 Rge 30 WaM:

. Fraction Seclion 25

Twp. 17 Rge 1 W5M:
Section 13

Twp. 17 Rge 1 WHM:
Seclion 25

Twp. 18 Rge 27 WAM:

Section ¢

Twp. 18 Rge 29 WAM:

Section 27

Iwp. 18 Rge 30 WAM:

Fraction Section 1

. *PNG in all zones except as otherwise stated.

CERTIFICATE OF
TITLE/DOCUMENT

48Y34
Expiry: March 23, 1999
Lessor Royalty

46X109
Expiry: March 23, 1999
Lessor Royalty

1402220
Expiry: March 23, 1999
Lessor Royalty

48Y45
Expiry: March 23, 1999
Lessor Royalty

1438120
Expiry;: March 23, 1999
Lessor Royalty

46X116
Expiry: March 23, 1999
Lessor Royalty

46Y83
Expiry: March 23, 1999
Lessor Royalty

1438125
Expiry: March 23, 1997
Lessor Royaity

441228
Expiry: March 23, 1799
Lessor Royalty

1402221
Expiry: Maich 23, 1999
Lessor Royalty

320.00
366.66
365.00
3463.40
440,00
640.00
440.00
640.60

361.72

CURRENT
INTERESTS

Mobi! 1007 Wi

Mobil 100% Wi

Mobil 1007 Wi

Moabil 100% WI

Mobil 100% Wi

Mobil 100% Wi

Mobill 1007 Wi

Mobil 100% W1

Mobil 1007 Wi

Mobil 1007 WI

MOBIL'S
FIL

821%

8235

8312

8313

8314

8320

8325

8385

8392

8375
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.PQOLED LANDS

MORBIL LANDS*

Twp. 18 Rge 30 WaM:

Fraction Section 13

COMPTON LANDS*

Twp. 14 Rge 2% WAM:

Section 32 .

Twp. 14 Rge 30 WAM:
Fraction Section 24 &

Fraction Section 34

Iwp. 17 Rge 30 W4M:

Fraction Section 12,

Fraction Section 24 &

Fraction Seclion 34

Twp. 1 e 1 WSM:
Sections 12'8. 24

Twp. 18 Rge 29 WAM:

Section 4

Twp. 18 Rge 29 WAM:

Section 22

Twp. 18 Rge 30 WAM:

Fraction Section 12

CERTIFICATE OF
TITLE/DOCUMENT

46Y67
Expiry: March 23, 1999
Lessor Royally

TIMLE/DOCUMENT

Alberta PNG Lease

No. 0494030514

Expiry: March 23, 199%
Crown Royalty L

Alberta PNG Lease

No. 0494030515

Expiry: Maorch 23, 1999
Crown Royalty

Albertg PNG Lease

No. 0494030517

Expiry: March 23, 1999
Crown Royally

Alberia PNG Lease

No. 0494030518 _
Expiry: March 23, 1799
Crown Royalty

Alberta PNG Lease

No. 0494030520
Expiry: March 23, 1999
Crown Royalty

Porfion of Alberta PNG
Lease No. 0494030520

Explry: March 23, 1999

Crown Royalty

Alberta PNG Ledse

Ne. 0494030521

Expiry: March 23, 1999
Crown Royaity

*PNG in all zones except as otherwise stated,

ACRES

361.12

ACRES
440,00

740.25

1094.80

1280.00

640.00

640.00

640.00

CURRENT
INTERESTS

Mobil 100% WI

CURRENT
INTERESTS

Compton 100% Wi

Compton 100% WI

Compton 100% WI

Compton 100% Wi

Compiaon 100% Wi

Complon 100% Wi

Compton 100% WI

MOBIL'S
FILE

B394

COMPTON'S
FULE

MO00294

M00295

M00296

M00300

M00297

MO0298

MO0029¢
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POOLED LANDS
Parcel é

MOBIL LANDS*

Twp. 17 Rge 29 WAM:

Section 5
PNG to Base Jurassic

COMPTON LANDS*

Twp. 17 Rge 29 WAM:
Section 6
PNG to Base Jurassic

Parcel 7

MOBIL LANDS*

Twp. 17 Rge 29 WaAM:
Section 31

Twp. 18 Rge 29 W4M:
Section 18

COMPTON LANDS*

Twp. 17 Rge 29 WaM: X

Sechion 30

Twp. 18 Rge 29 WAM:  x.

Secfion &

*PNG Jh all zones except as otherwise stated.

CERTIFICATE OF
TITLE/DOCUMENT

46Y38

ACRES
640.00

Lease continues for so long
as PNG 0482020183 continues

Lessor Royally

TITLE/DOCUMENT

Alberta PNG Lease
No. 0482020183
Expiry. Feb 13, 1987
Sec. 95 Continuation
Crown Royalty

CERTIFICATE OF
TITLE/DOCUMENT

44Y45
Expiry: Jan 19, 1999
Lessor Royalty

Alberia PNG Lease
No. 0494010245
Expiry: Jan 17, 1999
Crown Royally

TITLE/DOCUMENT

Alberta PNG Lease
No. 0494010239
Expiry: Jan 19, 1999
Crown Royalty

Alberta PNG Lease
No. 0494010244
Expiry; Jan 19, 1999
Crown Royuitty

ACRES
$40.00

ACRES

440.00

640.00

440

CURRENT
INTERESTS

Mobil 1007 Wi

INTERESTS
Compton 100% WI

CURRENT
INTERESTS

Mobil 100% Wi

Mobil 1007% W1

INTERESTS
Compton 100% WI

Compion 100% Wi

MOBIL'S
FiLE

8299

[
-
m

M00303

MOBIL'S
FILE

8309

33903

FILE
M00301

M00302
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1 H]

04/06/98 i7:10 3403 2'6"7542

.POOLED LANDS

Parcel 8

MOBIL LANDS*

Twp. 18 Rge 29 WAM: AR
Seclion 7

Twp. 18 Rae 29 WAM:
5-1/2 Secflon 80 -

COMPTON LANDS™

Twp. 18 Rge 29 WaM:
Section 20, W-1/2
Section 21

Twp. 16 Rge 30 WAM:
Fraction Section 25

MOBIL OIL

CERTIFIGATE OF
TITLE/DOCUMENT

ASY50 _
Expiry: March 23, 1999
Lessor Royalty

ACRES
£40.00

Alberia PNG Lease 320.00
No. 049401024¢

Expiry: Jan 19, 1999

Crown Royally

TLE/DOCUMEN

roriion of Alberla PNG
Lease No. 0494030520

Explry: March 23, 1999
Crown Royally

CERTIFICATE OF

1TLE/DOCUMENT ACRES

1488133 231.36
Lease continuves for so long

PNG 1o Base Turner Valley as PNG 110783 canlinues

COMPTON LANDS*
Twp. 18 Rge 30 WAM:
Fraction NE-1/4
Sectfion 24

Lessor Royalty

TITLE/DOCUMENT ACRES
Alberla PNG Lease 159.00
No. 110783

Expiry: ©ct30, 1978

PNG fo Base Turner Valley Sec. 95 Confinuation

Crown Royally

*PNG in all zones except as othel_'vvise statad,

CALGAR | il

CURRENT MOBIL'S
INTERESTS HLE
Mobil 100% W] B384
Mobil 100% WI 33904
INTERESTS FILE

Compton 100% WI M00298

CURRENT MOBIL'S
INTERESTS FILE
Mobil 100% Wi 8397
NTERESTS _ENE

Compton 1007 WI M00283
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SCHEDULE “D

Mazeppa Area Facili

This Scliedule “D” attached to the Farmout Agreement (the “Agreement™) covers the basic
terms. and costs of service for processing, gathering and compréssing Mobil’s Gas at the
Facilities (as hereinafter deﬁned) These basic terms will be incorporated by Compton, as
major owner and operator of the Facilities, into the comprehensive agreement referred to in
clause 36 of the Agreement, Compton will ensure that any suctessor to Compton’s interest
in the Fagilities shall be similarly bound by these basic terms and costs of service.

For the purposes of this clause, “Mobil’s Gas” means all natural gas, natural gas liquids and
associated substances including sulphur, owned by Mobil and Mobil Resources Ltd. and
produced by or on behalf of either of them prior to any processing from their percentage
working interest or royalty interest, taken in kind at the wellhead, in the lands from time to
time within the Area of Dedication (as hereinafter defined).

For the purposes of this clause, “Facilities” means:

@ the Mazeppa Gas Plant {which together with the Gladys Gas Plant referred to below
is herein collectively called the “Plant™) as described in the existing Mazeppa Gas
Processing Facility CO&O Agreemenit, having an exdsting raw inlet capacity of 82
mmcf'per day, as such plant may be expanded from time to time as herein provided,
and also ineluding inlet compression and separation (including the inlet separator that
serves the gathering line from the Okotoks plant) and all other facilities at the plant
site;

(i)  the Gladys Gas Plant located at 6-15-20-27-W4M as such plant may be expanded
from time to time as herein provided, including all facilities located on the plant site
and upgraded to raw inlet capacity of 15 mmcf per day;

{fii)  the existing Mazeppa Area gathering lines and related equipment in which Compton
owris an interest (lypically comprising gathering lines 4" and greater, including those
listed in Exhibit 1, running from TWP 22 south to Mazeppa Plant, Mazeppa-Okotoks
tie line, Mazeppa-Gladys tie line, and mainline running north to Mazeppa Plant from
TWP 16) and existing fuel gas lines in respect thereof:

iv)  other Gathering facilities and related equipment to be constructed, namely, the
approximately 17,000 meter pipeline from Mazeppa to the Macmillan 12-19-18<20-
W4M wellsite, and fuel gas lines in respect thergof.

Fees shall be charged to Mobil to gather, compress and process to sales spec Mobil’s Gas
‘delivered to the Plant through the Facilities referenced in subclause A. above on the following
basis:

@ Gathering and Processing
$0.26/mef for sweet gas, gas composition measured at the wellhead




(i)

(iti)

(iv)

)

(vi)

2

$0.40/mof for sour gas (as determined according to CWNG sales spec), gas
composition measured at the wellhead

Inlet Compreassion .
$0.07/mef for any of Mobil’s Gas that utilizes inlet compression, af a
compressor inlet pressure no more than 425 psig

The fees chatged to Mobil for enhanced liquid recovery shall be one-third of the
incremental liquids recovered or an alfernate processing fee as agreed to between the
parties from time to time. Compton shall, at its option, provide Mobil with the
quantity of GJs of gas that is the energy equivalent of the incremental liquids fee
delivered at Plant outlet or the dollar value of the energy equivalent-valued at the
monthly average Alberta - AECO “C” & N.I.T. One-Month Spot price as quoted in
the Canadian Gas Price Reporter, less transportation differentials to the Plant.

To the extent that Mobil delivers gas to the Facilities from outside the Area of
Dedication as permitted in subclause E. hereof; the fees set out above will apply.

All fees are on a raw gas basis and such fees will be adjusted at the Consumer Price
Index for Alberta (“CPI”) on an annual basis at the beginning of each calendar year
based on the percentage increase in the CPI for the previous year. Effective as at the
end of the 15th year after the date hereof, either party may request that the fees set
out above be redetermined. If such request is made the fees to be charged in each
year thereafter during the term of this Agreement shall be the fees that are agreed to
between the parties or, if not agreed to, shall be the current market fees charged by
the Facilities for the custom gathering, compression and processing of the volumes
of gas delivered by Mobil to the Fagilities under similar capacity arrangements with
similar land dedication and in the context of this Agreement, as determined by binding
arbitration as herein provided.

In the event that Compton sells all or part of the Facilities, Compton agrees that if the
fees payable by Compton to the purchaser of such Facilities for gathering,
compressing and processing its gas are more favourable than those set out above,
Compton will cause such fees to be made available to Mobil.

Mobil shall cause to be delivered all of Mobil’s Gas from the Area of Dedication to the
Facilities. Mobil dedicates to the Facilities all present and future interests it and Mobil
Resources Ltd. hold or may hold in the gas reserves within the Area of Dedication for the life
of the reserves or until Compton provides notice pursuant to subclaiise G. hercof that the
Plant is uneconemic or as otherwise provided hereunder and shall bind all successors in title
to Mobil and Mobil Resources Ltd. to such interests. For the purposes bereof the “Area of
Dedication” means all existing and future petrolenm and natural gas rights, lands and
formations contained within the boundaries identified on the map attached as Exhibit 2. It is
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further acknowledged that such delivery obligation and dedication shall terminate in respeot
of any portion of the lands within the Area of Dedication (i) if regulatory-approvals cannot
be obtained to include such portion of the lands in any license or other permit or approval
allowing gas from such lands to be processed at the Plant (and the parties agree to co-opérate
and assist each other in obtaining the necessary regulatory approvals from time to time to
include such Jands in such license or other permit or approval) or (if) if gas reserves
uriderlying such portion of the lands cannot be processed under the capacity arrangements sef
out herein due to contractual constraints arising under the applicable CO&0O Agreement for
the Plant.

All Mobil’s Gas delivered to the Facilities from the Area of Dedication equal to Mobil’s Plant
Capacity shall be gathered, compressed and processed by Compton on a firm capacity basis.
Mobil's Gas delivered to the Facilities in excess of such Mobil's Plant Capacity and/or from
otitside the Aréa.of Dedication (excluding gas outside the Area of Dedication that does not
meet those specifications as determined by Compton) shal be gathered, compressed and
processed by Compton under interruptible capacity, prorata to Mobil’s then existing firm

gapacity.

If Mobil or Mobil Resources Ltd. disposes of an interest in any lands which have been
dedicated hereunder, to a third party, the interest acquired by stich third party shall continue
1o be subject to the dedication provided herein. No assignment by Mobil of any interest in
any lands within the Area of Dedication shall be effective unless:

i) Mobil gives notice to Compton of the proposed assignment and includes in such
notice a form of written undertaking by the proposed assignee to be bound by the
terms of and assume all obligations of Mobil under this Agreement with respect to
such lands; ard

i) Compton is satisifed, acting reasonably, that the assignee has the capability to perform
the future obligations of Mobil pursuant to this Agreement with respect to such lands.

'- E. G) haweat
Any objection by Comptor:Ectmg reasonably, as t¢ the acceptabﬂ:ty of the form of
or as to the capability of the assignee pursnant to clause i EG) k""’g

assignment pursuant to claus
must be made by notice to Mobil no later than the end of business on the 30th day following

receipt by Compton of netice of the proposed assignment. Notwithstanding theﬁrowsmns

-of-preseding—sentonce, Mobil shall remain liable under this Agreement and shall not be
released from any obligations hereunder unless and until the assignee of Mobil becomes a
party to ﬂns Agreement in the place and stead of Mobﬂ to the extent of such a551gnment

complgungﬂuth-thm*eﬁfeweﬁ P"’"""“"‘“’ S E. () o E Gii )"‘“"'"'lﬁ
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i) a disposition to an affiliate of Mobil (provided that Mobil shall remain jointly and
severally liable with such affiliate in respect of this Agreement);

abare
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prowdfé&dﬂat the dedication se ?out herein shall continue to apply to such assigned interest. Fro viae
Compton agrees that such third party shall be entitled to process gas at the Plant for the same ° £ A huta.
fees as are paid by Mobil, provided that (i) such third party shall be required to negotiate

directly with Comipton i respect of the amount of Facilities capaclty available for such third

party and any othef teriris and conditions in respect to the processing of such third party’s gas

and (i) if Mobil and Mobil Resources Ltd. disposes of all of their interests within the Area

of Dedication in one transaction, the rights and obligations hereunder shall be transferable to

the purchaser of such interests.

F. Initial firm Plant capacity for Compton (“Compton’s Plant Capacity™) shall be 65 mmcf per
day and initial firm Plant capacity for Mobil (“Mobil’s Plant Capacity”) shall be 12.5 mmcf
per day calculated on the basis of the existing capacity of 7 mmef per day at the Gladys Gas
Plant, which shall be adjusted as follows:

) I Mobil’s Plant capacity is fully utilized and expected by the parties to remain so for
the next eighteen months and there is no surplus capacity, Compton will expand the
Plant’s capacity by 1 mmef per day for each 2.5 bef of newly discovered reserves in
which Mobil has an interest (reserves means proven plus 50% probable) within the
Area Dedication that Mobil has committed to deliver to the Plant except to the extent
that such Plant expansion would cause the Plant to exceed the licensed inlet sulphur
capacity, provided that if the licensed sulphur inlet capacity would be exceeded,
Compton shall within 90 days provide Mobil with a proposed expansion solution
including the incremental fees, if any, associated therewith and if agresment is reached
Compton will proceed with such expansion solution on such agreed terms and
conditions, If agreement cannot be reached the fees and terms and conditions of such
expansion solution will be determined by binding arbitration in the context of this
Agreement.

If it is determined that-an expafsion is required pursuant to this clause, Compton
agrees to make the appropriate application for regulatory approval within 90 days and
agrees to diligently process the application. Upon receipt of regulatory approval for
such an expansion, Compton shall commence the expansion within 60 days and shall
diligently proceed with the completion of such expansion and shall, subject to force
majeure, complete the expansion within 180 days after commencement. If the
expansion is not completed within such period, then the processing fees for the
incremental volumes of gas that would have been delivered to the Plant after such
expansion; shall be reduced by one-half for the number of days that the- date of
completion of the expansion exceeds the time period referred to above. Both parties
agree to co-pperate, assist and keep each other informed in respect of all matters
related to the expansion and specifically in respect of the regulatory approval process.
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(ii)
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Should Mobil require additional capacity and subclause F. (i) doés tiot apply, Mobil
may nevertheless request Compton to expaiid the Plant. If agreéthent cannot be
reached as to such expansmn or the fees associated therewith, Mobil may (i) fond the
expansion of the Plant, in which casé the expansion shall be owned by Comptan and
Mobil shall pay only the incremental operating costs associated therewith, or (ii)
Mobil may constract its own separate facilities (and Compton will take no action to
object to the construction of such facilities), in which case. Mobil shall own the
facilities or (jif) Mobil may utilize the services of other third parties’ facilities for thie
processing of such gas; provided that in all of the above circumstances Mobil must
utilize existing Plant processing capacity prior to using the incremental capacity
resulting from the expansion, use of its own facilities or use of third party facilitics.

Subject to subclause F. (v) hereof, at the end of April, 1999 and at the end of every
calendar year thereafter, Mobil's Plant Capacity will be adjusted to reflect Mobil’s
current deliverability and expected additional deliverability for such next year
provided that Mobil’s Plant Capacity shall not be adjusted to be greater than the total
Plant capacity available after taking into account all other firm capacity and if adjusted
upwards will be adjusted prorata with all other firm capacity. If the parties cannot
agree on the adjusted capacity, the matter shall be determiined by arbitration as herein
provided.

Subject to subclause F. (v) hereof, if there is surplus capacity in any year and a third
party wishes to contract for firm capacity, Compton will offer Mobil its prorata right
(calculated on its then existing firm capacity) to surplus capacity based on Mobil’s

eurrent deliverability and expected additional deliverability during the balance of such
year. If the parties cannot agree as to the amount of surplus capacity to be made
available to Mobil, the matter shall be determined by arbitration as herein provided.

‘When firm capacity is being adjusted pursuant to subclause F: (jii) and (iv) above,

then for the period from the date of this agreement until December 31, 2000 one-half
of any surplus gathering, compressing or processing capacity available (after taking
into account third party firm capacity) shall be offered to Mobil and may be converted
to Mobil firm capacity if Mobil can demonstrate use of such capacity based on
Mobil’s current deliverability and expected additional deliverability at the time of such
firm capaeity adjustment. It is acknowledged and agreed that once capacity is
determined to be firm capacity of either Mobil, Compton or a third party and gas is
put on stream, such gas that is being delivered to such firm capacity will not be
required to be curtailed to provide capacity for other Mobil or Compton gas or other
gas in which both parties have an interest and any well delivering gas to such firm
capacity will be allowed to be brought up to its maximum deliverability, subject to
subelause (vi)(d) below, gathering system constraints and good production practise,

as further capacity becomes available.
=
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(vi)  Ttis further acknowledged that (a) the terms of the leases that will be issyed hereunder
require that the Lessee continuously and diligently operate any wells located thereon
for the production of petrolenm substances with a view to the optimum economic
recovery of such pétroleum substances, and (b) each party in conducting prodiction
operations will use their best efforts to not discriminate between petroleur substances
produced from various wells located on the Farmout Lands and/or Pooled Lands
whiich require capacity to reach their maximum deliverability. Subject to gathering
system constraints and good production practises, (¢) both parties shall satisfy the
obligations set out in the preceding sentence by placing such wells on production as
capacity becomes first available and each party agrees to use its available share of
surplus capacity for the purpose of meeting such obligations, and (d) subject to the
requirement to use surplus capacity to put further new wells on stream to meet the
commitments in this subclause or otherwise to satlsfy the minimum production
obligations in order to retain a Lease in which the parties have an interest, nio other
wells will be brought on production, or if on production, such production will not be
increased, until existing wells on stream on the Farmout Lands and/or Pooled Lands,
in which each party has a fifty percent working interest and which are being offset by
a well that is not jointly owned by the parties, are producing to their maximum
deliverability.

(vii) To the extent that Mobil is entitled to a share of gas production as a result of Mobil
Resources Lid, having a lessor’s royalty or as the holder of an overriding royalty as
provided in this Agreement, and to the extent such royalties are not taken in kind, at
the wellhead, such gas shall be processed at the expense of and as part of the
gathering, processing and compression capacity of the party responsible for the
payment of such royalty.

(viii) To the extent that Cornpton adds new firm capagity customers that use any portion
of the gathering capacity of the Facilities, if Compton and Mobil demonstrate a
requirement for additional gathering capacity and such capacity is not then available,
Compton, at no incremental fee, shall use reasonable commercial efforts, subject to
regulatoty approval, to provide such requested capacity as soon as practicable up 1o
the maximum of the gathering capacity being utilized by the néw firm capacify
‘customers referred to above,

The obligations of the parties with respect to the matters set out in this clause 33 shall
commence as of the effective date and shall continue in full force and effect until the earlier
of'the time that all of Mobil’s reserves are depleted or such time as Compton gives 60 days
prior notice to Mobil that continued operations of Compton at the Plant is uneconomic, For
the purposes hereof, uneconomic means that the operating cash flows paid by Compton to
operate the Facilities for a period of 12 consecutive months are in excess of cash inflows
received in respect of all natural gas gathered and processed at Facilities during such period,
caleulated in accordance with generally accepted accounting principles applied consistently

/}W\%
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on.a year over year basis and disregarding non-cash expenditures and expenses. Upon receipt
of such a notice, Mobil will have the option to acquire the Facilities on “as is where is” basis
for consxderatlon of $1.00 provided that if Compton has sold the Facilities and has a similar
buy-out provision, each of Mobil and Compton shall be entitled to acquire the Facilities
proratfa to their respective firm capacity in the Facilities at such time.

H Mobil shall have the right to provide to Comptoti more fayourable terms and conditions for
the provision of eléctrical power obtained by Mobil from third parties for the inlet compressor
drivers located at the Mazeppa Gas Plant and Compton shall either accept or match such
more favorable terms and conditions.

L Compton agrees that if, on or before November 30, 1998, it cannot demionstrate to Mobil’s
satisfaction, acting reasonably, that Mobil will be able to access its capacity in accordance
with the provisions of this clause, Mobil, on written notice to Compton shall be entitled to
terminate the Agreement and upon such termination Compton shall have no further rlghts to
earn any further interests in any of the Farmout Lands, provided however that any interests
eamed by Compton in the Farmout Lands prior to such notice shall remain in full force and
effect; Compton shall not be obligated to pay the Termiriation Fee referred to in clause 5 of
the Agreement and when Mobil’s gas from the earned lands is produced through the Plant,

fees set out herein and other provisions of this Schedule shall cohtinue to apply to such
. Mobilggas. Ifthe parties carinot agree that Compton has demonstrated that Mobil will be able
to use its capacity, the matter will be determined by arbitration as herein provided,

I All matters set out in this clause that are stated to be subject to arbitration shall be arbitrated
in accordance with the provisions of the Arbitration Act (Alberta).

K. If at November 30, 1998, Compton continues to own an interest in the Mazeppa Plant,
Compton agrees to sell Mobil an interest in the Mazeppa Plant not to exceed a one percent

working interest and both parties agree to use reasonable efforts to negotiate the terms and
conditions, including purchase price, for the sale and purchase of such interest,

CY1997TMILLAR|149385,7
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COMPTON PETROLEUM CORPORATION
MAZEPPAJOKOTOKS/GLADYS

APPENDIX 10 / Page 1

PIPELINES
PIPELINE
WALL PIPELINE DPERATING
PIFELINE THICK. INT. FIPELINE PRESSURE
LICENGE LDCATION LOGCATION B, DA, LENGTH (MOP) Hzs
SEGMENT FROM To {mm) {mm) {mm) (m) {kPay  PERCENT

01 . 2{0a7  10:20-22-28W4 1924-22-20 (BV-1)  SEG B5.90 4,78 79.34 4020 7240 33.6%
01 2027 10-20-22-28\W4 12:20-22-28W4 SEG B8.90 4.78 79.34 400 7240 33.6%
D1 21027 1220-22-28W4 11-24=22-29 [BV-1) BS.80 4.80 7930 3520 7240 2.2%
oz 21027 11242220 [BV-1)  10-13:22.28 (BV-2) 16830 478 158.74 1800 7240  33.6%
92 21027 10-13-22:29BV-2)  14-12-22-29 (BV-4) 188.30 478 158,74 1500 7240 335%
02 21027  14-12-22-29 (BV-4)  03-12-22-29 (BV-5) 168.30 4,78 158.74 1150 7240 338%
02 21027  03-12-22-26 (BV-5)  13-01-22-28 (BV-6) 188.30 4.78 158,74 940 7240, 33.6%
02 21027 13012229 (BV-6)  A10-02-22-29 (BV-TA) 166,30 478 158,74 930 7240 83.6%
17  B7B 11-01-22-29W4 10-02-22-20 (BV-8) 88,90 4.78 7934 1220 5860  33.6%
i@ 878 10-02-22:29 (BV-E)  10-02-22-20 (BV-7) 88.90 7.62 73.66 2 5860  35.0%
20 &78 A10-DE-22-29W4 10-02-22-20W4 88.90 4.78 79.34 270 5860 35.0%
“30 878 10-02-22-29 02:02-20-20 (BV-8) SEG 168.50 556 157.18 710 5860 33.6%
30 878 02-02-22-29 (BV-9)  10-35-21-20 (BV-10)  BEG 16830 5.55 157.18 710 5860  33.6%
ap a7 10-35-21-20 (BV-10)  07-35-21-28 (Bv-11) SEG 168.30 4.78 158,74 710 5860  33.6%
0 878 10-02-22-29W4 07-35-21-20W4 cOMB 168,30 556 157.48 2130 BBBd  95.0%
03 B8 07-35-21-20W4 10-25-21-29W4 114.30 393 10644 1930 0 398%
32 878 07-35-21-28\Wd D4-36-21-20 (BV-12) SEG 168.30 7M1 154.08 850 SRE0D  33.6%
32 878 04-36-27-28 (BV-12)  10-25-21-26W4 SEG 168.30 7.11 154,08 1280 5860  33.6%
32 878 07-35-21-2004 10-26-21-20W4 COMB  168.30 7,11 154,08 1830 5860  36.0%
11 878 11-36-21-28WW4 10-25-21-20W4 88.90 478 79.34 1740 5860  35.0%
11 188 10-25-21-29 (ESD75) 12-19-21-28VW4 273.10 874 25582 1730 4660  34.6%
o1 186 12-19-21-28W4 09-13-21-25W4 273.10 780  2Z57.50 1850 4650  35.5%
08 18 12:19:21-28W4 12-19-21-28 (ESD-70) 114.30 4.78 104,74 g0 4650  35.5%
02 186 09-13-21-28 (ESD-65) 10-13-21-26 W4 114,30 4.78 104,74 320 ] 35.5%
14 iB6 10.18-51-28W4 05-12-21-25W4 114.30 6.02 102.26 810 D 355%
03 188 14-07-21-28W4 08-12-21-20W4 PART 11430 478 104,74 810 4850  84.5%
08 186 09-12-21-29W4 06-12-21-28 (ESD-60) PART  114.20 4.78 104.74 410 0 385.5%
17 188 09-12-21-20W4 06-12-21-25 (ESD-E0) PART 11430 306  106.38. aid 4650  36.5%

186 11-07-21-28W4 08-12-21-29 (ESD-60) COME ({line 08 plus line 08 plusiine17) 1620
01 186 09-13-21-25W4 06-12-24-29 (ESD-60) 213,90 7.80 ¥5750 1960 4850 34.5%
03 188 06-01-21-20W4 08-01-21-29 (ESD-55) 114,30 478 10474 80 0 355%
05 18§ 06-01-21:20W4 05:27-20-29 (OKO) 27310 780 25750 4800 0 3\WE%
o7 188 11-06-21-28W4 NORTH LA{11-01}  PART 88.90 478 79,24 1600 4850 33.5%
o 186 06-12-21-20'(ESD-60) 0B-01-21:29 (ESDS5) PART 27310 640 28030 800 4200  94.5%

186 05-12-21-20 (ESD-80) 06-01-21-20 (ESD-55) £OMB, (line OF plus line 01) )
15 {86 11-06-21-28W4 11:01-21-28VW4 114,30, 478 10474 1600 0 365%
13 188 11-01-21-28W4 06-01-21-20W4 88.90 4,78 7934 320 AGS0 45.5%:
05 186 07-32-20-28\W4 10-31-20-28W4 88,90 4,80 79.50 1530 ‘0 35.5%
o7 25114 10-31-20-28 10-86-20-29 o 114.39 478 in4va 020 D 35.0%
Bz 25114 0B-DM-P1-2EW4 14-38-50-20W4 PART 27310 640 260,30 780 4280 35.0%
M 25114 14-36:20-26W4 10'36-20-29 (ESD-B0} PART  273.10 6.40  260.30 352 AF7S 35.0%

25144 06-01-21-20 (ESD-55) 40-36-30-20 (ESD-50) COMB (fine 02 plus lins 09) 1132

01 25114  10-35-2029 {ESD-50) 10-31-20-28 (ESD-45) CZragt 840 260.30 16w 5275 38.0%
01 25114 1081-20-26 (ESD-45) 05-25-20-28 (ESD-40) 275,10 640 26030 2897 4280  336%
04 2514  BOUTH LA{0S-20)  11:20-20-28W4 SEG 88,90 3,76 7934  i0a0 0 850%
0§ 25114  11-29-20-28W4, SOUTH LA(US-29)  SEG BE.90 4.80 72.80 420 4280 35.0%
o1 42336 11-20-20-2BW4 11-20-00:28W4 SEG gepo 4113 66,84 20 4280 85.0%
Epz,_p-i1.xis PSR S0y TIEa B pnISHiE REVISION DATE:
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COMPTON PETROLEUM CORPORATION

MAZEPPA/QKOTOKS/GLADYS
PIPELINES
PIPELINE
WALL  FIPELINE OPERATING
PIPELINE THIGK. INT,  PIPELINE PRESSURE
LICEMCE ‘LOGATION LOCATION Q.D, DI, LENGTH {MOP) H2s
SEGMENT FROM 70 {mm) (o) {nim} (m) {kPa)  PERCENT
L 26114 4126.:20-28W4 11-20-20-28 (ESD-35) GOMB {ifie 04 plus fie 08 plus tina 0%) 1510
o1 26114 05-29-20-28 (ESD-40) 11:20-20-28 (ESD-35) 273,10 6.40 28030, 1883 4280  336%
0 25114 14-20-20-28 (ESD-35) 11-17-20-28 (ESD-20] 273.10 640  260:30 2249 4280 36,0%
01 25114  {1-17-20-28 (EB0-30) 07-08-20-28 {ESD-25) 273.10 840 260,30 2095 4280  05.0%
01 25114 07-08-20-28 (ESD-25) 11-09:20-28 (Esp-zb) 273,40 640 280.30 1004 4280 35.0%
01 25114 11-00:20-28 (ESD-20) 10:04-20-28 [ESD-15) 273,10 640  260.30 1898 4280  35.0%
01 2514 10-04:20-28 (ESD-15) 02-03-20-28 (ESD-10) 273.10 840 28030 2164 4280  35.0%
01 25114 02-03-20-28 (ESD-10) 07-34-19-28 (ESD-05) 273.10 840 280,30 1447 A280  a8.0%
11 21842 16-16:20:28WW4 11<17-20-28VWd PART 11430 556 10518 1890 0 354%
10 21847 11-17-20-20W4 07.08.20-28\W4 FART 114,30 6.02  102.28 2420 0 354%
21642  §6-18-20-28W¢ 07-08-20-284 __ COMB {line 11 plus line 10)
D2 21642 D7-08:20-28 (JN45)  11-08:20-28 (JN-40) SEG  168.30 710 154,10 1000 0 340%
02 21642  11:00-20-28 (JN-40)  10-D4-20-28 (JN-30) SEG 168,30 710 15410 2000 ¢ 34.0%
02 21642  07-08-20-28W4 10-04-20-28VW4 COMBE  168.30 740 15440 3000 0 354%
01 920247  15-26-19-29W4 0B-06-20-28 (JN-33) 114,30 396 10638  BOOD 8300 2.0%
01 30247  08-06:2028 (IN-33)  09-05-20-28 (JN-32) 114,30 396  108.38 1700 B30D 2.0%
M 21642 09.05-50-28W4 10:04-20-28\W4 166.30 7.11 164.08. 1250 BI00  A54%
05 21842 10-04-20-28W4 11.02.20-26 (JN25) SEG  219.10 8.18 20274 1150 o %
05 21642  11-03-20-28 (JN-25) 02-03-20-28 (JN-20) SEG 218.10 848 . 20274 1250 o 32%
05 21642 02-03-20-28 (JN-20)  UT-34-19-28 (JN-10}  SEG 219.10 B8 202.74 1160 6 327%
05 21642  10-04-20-26W4 07-34-19-28 (JN-1D)  COMB 219,10 818 20074 3590 0 354%
06 21642  15-28-18-20W4 16-28-19-28W4 £8.80 549 77.92 160 8300  354%
07 21842  1B-28-19-28VW4 11-27-19-28W04 PART  168.30 7.11 154,08 1250 8300 A27%
07 21842 11-27-19-20WW 07-34-79-28 (JN-10)  PART  168.30 7.1 164.08 110 B30D  327%
07 21642 16-28-19-28W4 07-34-19-28W4 COMB 166.30 7.11 154.08 2360 aane 35.4%
08 21642 07-33.-19.28W4 06-35-19-28 {JN-G5) © 218,40 a1e 202.74 1410 i) 32,7%
05 21642 06-35-1928 (IN-D5)  PLANT (02-35) 218,10 818 20274 1200 0 327%
03 25114  07-34-19-28 {IN-10) PLANT (02-36) 218.10 818 20274 2700 B30l 35.0%
02 28868  0B-§D-17-28\WM4 06-11-17-28\W4 PART 88.90 a.20 82.50 1110 10200 1.9%
Ot 286568  0B-11-17-26V4 01-10-18-28 (4S-30)  PART 11430 3.06 106.38 2000 10200 2.0%
28658  08-10-17-28Wd 01-10-18:28 (J5-30). COMB 10110
01 28668 01-10-18.-28 (JS-30)  11.34-18-28 [5-26) 114.30 296 10638 9300 10200 2.0%
01 21643 11-34-16-28 (J5-26)  06:02-19-241 {(5:25) 88.90 .40 TR92 2150 8300 32.7%
02 26658  11-34-18-28 (JS-36)  0B:11X19-FEVyd4 PART  219.10 580 207:90 3400 9BS0  1.9%
04 28658  06-T1-19-28\VW4 11-1-10-28 (JS-24) PART 21810 580 207.90 100 ge50 1.9%
20668  11-34-18-20 (JS-28)  11-{1-18-28 (4S24) COMB 21910 560  207.90 3500 9650 1.9%
Niste: Lings 03 and 04°Gf 28658 {[oin #t 06-11-19-28 W4 with rio ESD).and lines 01 and 02 {join al 06-11-17-28 W4 with no ESD)
02 21643  DB-02-10-26 (JS-28)  11-11-18-26 (J5-24) 114.30 802 10226 2100 8300  A27%
03 21643 1010-19-2BW4 11-11-19-28 (J5-24) 88.90 5.49 77.82 1100 [1} 32.7%
04 29843 11-11-19-28 (J5-24)  CE-14-19-28 (J5-20) 168.30 711 154.08 1500 8300 327%
B4 21643 06-14-19-28WW4 10-23-19.28 (4%-11) 188,30 7.1 154.08 2090 ‘BEOO 32.7%
D5 21643 0B-21-10-28W4 “40-22-19-28 (15-15) 114.30 6.02 10226 2270 0 353%
D6 21843 15:22-19-28W4 10:22-19-28 (J5-15) a8.90 6.49 7792 560 BAD0  35.3%
gr 29843 15:15-19-28Wd4 10-22-19-28 (J5-15) #8.80 549 77.92 1280 8300 35,3%
08 21643 10:22:16-28 (JB-15)  40-23:19-28 (JS-10) 168.30 7.1 154.08 1800 8300  35.3%
09 21643 10-93-9-28W4 07:26-19-28 (J5-05) 219.10 818 20274 1380. 8300 353%
Epz_p-Hiils PSRBT TEAND RS REVISION DATE: APPENDIX 10 1 Page 2




COMPTON PETROLEUM CORPORATION

MAZEPPA/OKOTOKS/GLADYS
PIPELINES
FIPELINE
WALL PIPELINE QPERATING
PIFELINE THICK. INT. PIPELINE PRESSURE
LICENCE LOCATION LOCATION 0.D. bia,  LENGTH {MOP) H2§
SEGMENT FROM 10 {mm)  {mm) {mm) (m) (kPa)  PERCENT
09 29843 07-26-19-28 (J5-05)  PLANT (02:35) 21910 8.18 202.74 1200 &300 35.3%
01 478 10-25-21-20W4 10-25.21-28Wd 114,30 478 104.74 10 6520  45.0%
04 25114 05-28-20-28W4 16-30-20-28W4 114.30 478 104.74 1850 0 35.0%
05 25114 16-30-20°28W4 10-31-20-28W4 114.30 478 104.74 1210 0 35.0%
01 30680  11-02-20-27W4 08-02-20-27Wd PART 168,30 4,00 16030 800 9850 17%
01 30580  09-02-20-27W4 03-14-17-28 (J5-35) PART  168.30 4.00 160.30 3200 9650 1.7%
04 30700 15-36-16-27 (JS-40)  09-D2-20-27W4 PART  188.30 £.00 160.30 1750 9650 1.7%
SEGMENT TOTAL  COMB 5880

03 30680  03-14-17-2B W4 06-26-17-28 (J5-38) 21910 5,60 207.80 3890 5650 1.7%
03 30880  06-26-17-28 (J8-38)  16-34-17-28 W4 FART  219.40 5,60 207.90 2750 8650 1.7%

Note: Lines 03 of 30880 are approximate Isngths, tolal licence: is for 660 m,
04 30880  01-10-17-28 (4S-31)  D1-15-17-28 (IS-28) 21910 5.60 207,90 - 2860 8650 1.7%
04 30880  01-15-97:208 (JB-28) 14221728 (JS-27) 21910 5.60 207.00 3880 9850 1.7%
04 30680  14-22-17-26 (I5-27)  11-34-18-28 (I8-26) 21810 5.60 207.80 2860 5650 1.7%
01 30700  06-04-16-27 W4 14-08-16-27 (15-50) 168.30 4.00 160,30 3400 9650 1.7%
01 30700  14-08-16-27 (J8-50)  D4-32-1B-27 (IS-45) 16B.30 4.00 160.30 5650 BE50 1.7%
01 20700 [ 04-32-16-27 (J5-45)  15-36-16-28 (JS5-40) 168,30 4.00 160,30 4040 2850 1.7%
o 20700 15-86-16:28 (J5-40)  09-02-17-28Wi 168.30 4,00 160,30 1750 BE50 1.7%
04 28823 10-16-20-27 W4 08-15-20-27 (JE-15) 114.30 4.00 106.30 1210 8260 14.0%
05 28823  D6-15-20-27 {JE-15)  06-21-20-27 (JE-10) 166.30 4.00 160,30 2112 8260 14.0%
03 28823  DB-21-20-27 (JE-10)  16-07-20-27 (JE-05) 168.30 4,00 160,30 4190 8260 14.0%
03 26R23  16-07-20-37 (JE-DS)  01-35-19-28 W4 168.30 4.00 160,30 6000 B260 14.0%
05 28823 10-32-20.27 Wa 08-29-20-27 W4 PART  114.30 4.00 106.30 2140 8260 32,1%
? future  04-33-20-27W4 01-32-20-27W4 PART  114.30 400 106,30 700 8260 14.0%
07 28823 08292027 WA 16-20-20-27 W4 PART  114.80 4.00 106.30 990 B2EQ 33.1%
08 28823 16-20-20-27 W4 1121-20-27 (JE-20) FART  114.30 4.00 106.30 1190 8260 331%

28823 11-21-20-27 W4 06-21-2027 (JE-10) PART  '156.30 4.00 160,30 360 8260 14.0%

28823 08-28-20-27 Wi 11-21-20:27 (JE-20) COMB

Mofe: linas 07 and 08 above so-mingle with no ESD.
01 308567  01-28:20-27W4 10-29-02-27W4 114.30 4.00 106.30 950 8260 14,0%
0Z 30567  10-21-20-27W4 11-21-20-27Wh 168.30 4.00 160.30 320 B260 14.0%
Epz,_p1.x0s PERUELHTE NP6 REVISION DATE: APPENDIX 10/ Page 3
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This is Schedule "§" attached to and made a part of a Farmout and Rolling Option
Agréemerit dated Degeiiber 31, 1997 between Mobil Oil Canada and Compton Petroleum
Corporation.

Clause 311 - Insurance: AX,B__
Clause 604 - Marketing Fee:. A_.B X _
If Alternate B, then:
a) petroleum $0.50/°
b) natural gas 5% of plant gate sale price
c) NGLs and others 5% of plant gate sale price
d) sulphurs 5% FOB railcar, minimum $3.00 Cdn. per ton

A minimum charge of $100.00 Cdn. per month will apply to each of Clauses 604 a)
through d) when there is a failure to take in kind.

Clause 903 - Casing Point Election: A XL B
Clause 1007(a)(iv) - Independent Well:
Development Wells: 300 %
Exploratory Wells: 500 %
Clause 1010(a)(iv) - Title Preserving Well: 90 days
Clause 2202 - Address for Notices: Refer to Agreement
Clause 2401 - Right to Assign, Sell or Dispose: A_B_X
Clause 2404 - Recognition Upon Assignmment: - Replaced with Assighment Procedure
1988 PASC ACCOUNTING PROCEDURE
Clause 105 - Operating Advances: (@ 10 %
Clause 110 - Approvals: 2 or more parties, 65 %
Clause 202 - Labour:(b)(1) Second Level Supervisors: shall fshall not _X  be
chargeable.
(b)(2) Technical Employees: shall _X /shali not ____ be
' 7 chargeable.
Clause 203 - Employee Benefits: (b} Non-Compulsory - 22 %
Clause 217 - Warehouse Handling: (1) 25 % $5,000.00

(2) 5.0 % of cost of all other Material,
Clause 302 - Qv ad Rates:
(@) For each Exploration Project:
(1) _5_% of the first _$ 50.000.00
(2) _3_ % of the next $ 100,000.00 |
(3) _1 % of Cost exceeding the sum of (1) and (2) or, to be negotiated.
(p) For each Drilling Well:
(1) 3 % of the first _$§ 50,000,00
(2; _2 % of the next _$100,000.00
(3 1_Y% of Cost exceediing the sum of (1) and {2).
() For each Construction Projéect:
(1) _5_ Y% of the first _$ 50,000.00
(2) _3 % of the next $100,000.0¢ ,
(3) _1_% of Cost exceeding the sum of (1) and (2).
(d) For Operating and Maintenance: _ 4
(1) _10 % of Cost of Operations and Maintenance of Joint Property, and
(2) §$ 150.00  per Producing Well per month; or
(3) - flat rate per month for producing, inspection, and water source
operations. ,
Rates in Subclauses d(2) and d(3) will __/will not _X_ be adjusted as of the first day
of July each year. _ _
IV Priging of Joint Material Purchases, Transfers and Dispositions:  $.26,000.00

Clause 501 - Periocdic Inventory: _5 vyear intervals.
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. ‘ D2828(10)

INCLUSION AGREEMENT - EMC GOPY
{High River Area, Alberta)
THIS AGREEMENT made as of the 127 day of December, 2004
BETWEEN:
EXXONMOBIL CANADA ENERGY, a general pattnership,
having an office in the City of Calgary, in the Province
of Alberta ("ExxanMobil”)
-and -
COMPTON PETROLEUM CORPORATION, a body
corporate, having an office in the City of Calgary, in the
Province of Alberta (“Compton®)

(hereinafter collectively referred to as “the Parties")

WHEREAS the Partles entered into a Farmout, Participation and Area of Mutual Interest
Agreement dated December 31, 1997 (“Agreement”) which governs certain lands, all as more
particularly described in the Agreement.

NOW THEREFORE the Parties agree as follows:

1, Effective Date means November 31, 1999,

2. The lands/rights ("Lands") set out in Schedule “A” shall be considered joint lands and
shall be governed by the terms and conditions of the Agreement In accordance with the
Participating Interests as set forth in Schadule “A”,

3, Except as otherwise amended herein, the Agreement is In all respects confirmed and all
terms thereof shall rerain in effect. ‘

4, This Agreement shall be binding upon and shall enure to the benefit of the Parties
hereto and thelr respective successors and assignees.

5. This Agreement may be executed in counterpart and all executed counterparts taken
together shall constitute one agreement.



. . D2828(10)
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IN WITNESS WHEREOQF the Parties have executed this Agreement as of the year and date first
abave written,

EXXONMOBIL CANADA ENERGY APP.

.ﬂ% & .U_\vﬁ“ﬂmw =

L/ ANE v, FRASER
I4s Attomey, By Power of Attomey

COMPTON PETROLEUM CORPORATION

A I pto]s)

GARRY F. MeGULLOUGH
Land Manager
COMPTON PETROLEUM CORFORATION

This is the execution page to that certain Inclusion Agreement dated the 12" day of December,
2004 made between BxxonMobil Canada Energy and Compton Petroleum Corporation.
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SCHEDULE “A”

This is Schedule “A” attachied to and forming part of an Inclusion Agreement dated the 12" day of
December, 2004 between ExxonMobil Canada Energy and Compton Petroleum Corporation.

L Lamdsi oo

Twp 18 Rge 30 W4M Fraction 25 ExeconMobil 50%
PNG in Wabamun Compton 509% *

* OPERATOR
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INCLUSION AGREEMENT 9
(High River/Gkotoks, Medallion Areas, Alberta) MOBIL S

COPY

THIS AGREEMENT made a5 of the 4% day of May, 2001

BETWEEN:

EXXONMOBIL CANADA ENERGY, a general partnership,
having an office in the City of Calgary, in the Province
of Alberta ("ExxonMobil”)

-and -

COMPTON PETROLEUM CORPORATION, a body
corporate, having an office in the City of Calgary, in the
Province of Alberta ("Compton®)

(bereinafter collectively referred to as “the Parties”)

WHEREAS the Parties entered inte a Farmout, Participation and Area of Mutual Interest
Agreement dated December 33, 1997 (“Agreement”) which governs certain lands, ali as more
particularly described in the Agreement; and

WHEREAS the Parties jointly acquired an interest in the Title Documents (*Title Documents®)
covering certain fands (“Lands™) as more particularly described in Schedule “A” attached hereto
and made a part hereof; and

WHEREAS the Parties desire to have the Agreement govern the Title Documents and the Lands.

NOW THEREFORE the Parties agree as follows:

1,

2.

54

Effective Date means April 19, 2001 or May 3, 2001 as set forth in Schedule “A”.

The Title Documents and the Lands set out in Schedule "A” shali be considered joint
lands and shall be governed by the terms and conditions of the Agreement in accordance
with the Participating Interests as set forth in Schedule “A”.

Except as otherwise amended herein, the Agreement is in all respeets confirmed and all
terms thereof shall remain in effect,

This Agreement shall be binding upon and shall enure to the benefit of the Parties hereto
and their respective successors and asslgnees.

This Agreement may be executed in counterpart and all executed counterparts taken
together shall constitute one agreement.




D2828(7)

IN WITNESS WHEREOF the Partles have executed this Agreement as of the year and date first
above written,

EXXONMOBIL CANADA ENERGY

OQ\_«_/ ( cj{}rm»x/ G-APP-
/

JANE V. FRASER
Land Supetvisor

COMPTON PETROLEUM CORPORATION

B %7«%,//%/

GARRY F. McCULLOUGH
Land Manager

This fs the execution page to that certain Inclusion Agreement dated the 4™ day of May, 2001
macde between ExxonMobil Canada Energy and Compton Petroleurn Corporation,
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SCHEDULE “A”

D2826(7)

This is Schedulé “A” attached to and forming part of an Inclusion Agreement dated the 4 day of
May, 2001 between ExxonMobil Canada Ehergy antd Compton Petroleum Corporation.

EFFECTIVE DATE: APRIL 18, 2001

Twp 18 Rge 25 W4M P&NG Lease No. 0401040293 ExxénMobil 50%
Section 31 Primary Term: 5 years Conipton50%
All PENG Effective Date:  Apfil 19, 2001

Explry Date: April 19, 2006

Hectares: 256

Lessor Royalty:  Crown sfs
Twp 18 Rge 29 W4M PANG Liase Na. 0401040294 EsxéonMobil 50%
5 &NW32 Primary Térm: 5 years ‘Compton50%
All PANG Effective Date:  April 19, 2001

Expiry Date: April 18, 2006

Hectares: 192

Lessor Royalty:  Crown sfs
Twp 18 Rge 29 W4M P&NG Lesse No. 401040295 BExxonMobil 50%
sW 33 Primary Term: 5 years Cormpton50%
All PANG Effective Date:  April 19, 2001

Expiry Date: April 19, 2006

Hectares: 64

Lessor Royalty: Crown s/s
Twp 19 Rge: 29 WaM P&NG Leasa No. 0401040298 BxxonMohil 50%
Section 4 Primary Term: 5 years Corripton50%
All PANG Eifective Date:  April 19, 2001

Expiry Date: April 19, 2006

Héctares: 256

Lessor Royalty:  Crown sfs
Twp 19 Rge 29 W4M PENG Lease No, 0401040302 EsceontMobil 50%
N & SW 12 Pritnary Termi: 5 years Compton50%
All PENG Effective Date:  Aprll 19, 2001

Expliry Date: April 19, 2006

Hectares: 192

Lessor Royalty:  Crown s/s

EFFECTIVE DATE: MAY 3, 2001

Twp 19 Rge 27 W4dM P&NG Lease No. 0497060313 ExaconMobil 50%
Section 10 Primaiy Term: 5 years Compton50%
All P&NG Effective Date:  June 26, 1997

Expiry Date; Jung 26, 2002

Hectares: 256

lLessor Royalty: Crown s/s




.

ENDORSEMENT OF
STANDARD LAND DOCUMENT

Document Type: Inclusion Agreement dated December 1, 2000
betwgen Mobil Oil Canada and Compton Petroleum Corporation

Date Sent: December 7, 2000 Date Required: December 15, 2000

Law Neil Camerfon A Y | 2001
Room 2752 | - _
L e L)
Audit Ron Woolley NOT REQUIREP
Room 806
Controllers Paul Belliveau [NOT REQUIRED
Room 968
Gas Randy Selin NOT REQUIRED
Marketing Room 1242
Tax MarvinLamb |NOT REQUIRED
7 Room 980
Treasury Kerry Dyte NOT REQUIRED
Room 942 _ -
Land Jane Fraser *__,* J.-;—_j{»e@@uu \j;;e,w_ { gf/ag;d /
7 Room 850 _ ,

o

Notes to Endorser:

This Agreement was drafted using Mobil’s precedent Inclusion Agreement. Form remains
unchanged. Terms have been inserted (highlighted in blue).

These crown lands were jointly acqcired under Area of Mutual Interest provisions in Farmout,
Participation and AMI Agreement dated December 31, 1997 (D2828).

Return to: Kathie Ireland Room: 864 Local: 7971
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MOBIL’S

INCLUSION AGREEMENT
(High River/Hooker Areas, Alberta)

THIS AGREEMENT miade as of the 1°* day of Pecember, 2000 copY

BETWEEN:

MOBIL OIL CANADA, a general partnership, having an
office inthe City of Calgary, in the Province of Albetta
(*Mobil") '

- and -

COMPTON PETROLEUM CORPORATION, a body
corporate, having an office in the City of Calgary, in the
Province of Alberta ("Compton”)

(hereinafter collectively referred to as “the Parties”)

WHEREAS the Parties entered into a Farmout, Participation and Area of Mutual Interest
Agreement dated December 31, 1997 ("Agreement”) which governs certain lands, all as more
particularly described in the Agreement; and

WHEREAS the Parties jointly acquired an interest in the Title Documents (“Title Documents”}
covering certain fands ("Lands™) as more particularly described in Schedule “A” attached hereto
and made z part hereof; and

WHEREAS the Parties desire to have the Agreernent govern the Title Documents and the Lands.

NOW THEREFORE the Parties agree as follows:

1.

Effective Date means June 1, 2000, September 21, 2000 or Qctober 5, 2000 as set forth
in Schedule “"A”, ‘

The Title Documents and the Lands set out in Schedule “A” shall be considered joint
fands and shall be governed by the terms and conditions of the Agreement in accordance
with the Participating Interests as set forth in Schedule “A”,

Except as otherwise amended herein, the Agreement is in all respects confirmed and all
terms thereof shall remain in effect,

This Agreement shall be binding upon and shall enure to the beneifit of the Parties hereto
and their respective successors and assigiees.

This Agreement may be executed in counterpart and all executed counterparis taken
together shall constitute one agreement.
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IN WITNESS WHEREOF the Parties have executed this Agreement as of the year and date first

abové written,

MOBIL OIL CANADA

p X

JANE V. FRASER
Land Supervisor

COMPTON PETROLEUM CDRPDRA N

. B LAY -

GARRY F, McCULLOUGH
Land Manager

This is the execution page to that certain Inclusion Agreemént dated the 1st day of December,
2000 made between Mobll Ol Canada and Compton Petroleurn Corporation.



SCHEDULE "A”

This is Schedule “A” attached to and forming part of an Inclusion Agreement dated the 1% day of
December, 2000 between Mobil Oil Canada and Compton Petroleum Corporation.

“Twp 15 Rge 29 WaM P&NG Lease No. 0400060008 Mohil  50%

Lsds 12, 13 of 34 Primary Term: 5 years Compton 50%
P&NG to base Mannville Effective Date: June 1, 2000

Expiry Date: June 1, 2005

32 hectares

lLessar Royalty: Crown s/s
Twp 18 Rge 29 W4M P&NG Lease No, 0400090223 Mobil 50%
Section 4 Primary Term: 5 years Compton 50%
All PENG Effective Date; September 21, 2000

Expiry Date: September 21, 2005

256 hectares

Lessor Royalty: Crown s/s
Twp 18 Rge 29 WaM P&NG Lease No, 0400090226 Mohil 50%
Wi2 21 Primaty Term: 5 years Complon 50%
All PA&NG Effective Daté: September 21, 2000

Bxpiry Date: September 21, 2005

128 hectares

Lessor Rovalty: Crown s/s
Twp 18 Rge 25 WaM P&NG Lease No. 0400090227 Mobil 50%
Section 22 Primary Term: 5 years Comptan 50%
All PRNG Effective Date; September 21, 2000

Expiry Date: September 21, 2005

256 hectares

Lessor Royalty: Crown s/s
Twp 18 Rge 29 W4M P&NG Lease No. 0400090228 Mobil 50%
5/229 Primary Term: 5 years Compton 50%
All PENG Effective Date; September 21, 2000

Explry Date: September 21, 2005

128 hectares

Lessor Royalty: Crown s/s
Twp 15 Rge 29 W4M PENG Lease No. 0400100018 Mobif 50%
NW 17 Primary Term: 5 years Compton 50%
All PANG Effective Dale: Qctaher 5, 2000

Expiry Date: October 5, 2005

64 hectares

Lessor Royalty: Crown s/s
Twp 15 Rge 28 W4lM PANG Lease No. 0400100019 Mobll 50%
Section 18 Primary Term: 5 years Comipton 50%
All P&NG Effective Date: (ctober 5, 2000

Explry Date: October 5, 2005

256 hectares

Lessor Royalty: Crown s/s




Schedule "A" - Page 2

Twp 15 Rge 30 W4M P&NG Lease No. 0400100022 Mobil 50%
E/2 12, Frac W/ 12 Primary Térm: 5 years Compton 50%
All PANG Effeciive Date: October 5, 2000

Explry Date: October 5, 2005

150.4 hectares

|essor Royalty: Crown s/s
Twp 15 Rge 1 W5M PRNG Lease No, 0400100024 Mobil 50%
Section 9 Primary Term: 5 years Compton 5(%
All PRNG Effective Date; October 5, 2000

Expiry Date: October 5, 2005

256 hectares

Legsor Royalty: Crown sfs
Twp 15 Rge 1 W5M PANG Lease No, 0400100025 ‘Mobil 50%
Section 10 Primary Term: 5 years Comptan 50%
All P&NG Effective Date: October 5, 2000

Expiry Date: October 5, 2005

256 hectates

fessor Royalty: Crown s/s
Twp 15 Rge 1 WHM P&NG Lease No, 0400100026 Mobil 50%
Section 11 Primary Term: 5 years Compton 50%
All PANG Effective Date: October 5, 2000

Expiry Date: October 5, 2005

256 hectares

Lessor Royalty: Crown s/s
Twp 15 Rge 1 WM PANG Lease No. (400100030 Mobil 50%
Sectlon 22 Primary Term: 5 years Compton 50%
All PRNG Effactive Date; October 5, 2000

Expiry Date; Octobeér 5, 2005

256 hectares

Lessor Royalty; Crown s/s
Twp 15 Rge 1 W5HM P&NG Lease No, 0400100032 Mobil 50%
Section 34 Primary Term: 5 years Comptan 50%
All PANG Effective Date: Ociober 5, 2000

Expiry Date: October 5, 2005

256 hectares

Lessor Royalty: Crown s/s
Twp 16 Rge 1 W5M PENG Lease No, 0400100033 Mobil 50%
Section 2 Primary Term: 5 years Compton 50%
All P&NG Effective Date; October 5, 2000

Expiry Date: October 5, 2005

256 hectares

Lessor Royalky: Crownisfs
Twp 16 Rge 1 W5M P&NG Lease No, 0400100035 Mobil 50%
Section 11 Primary Term: 5 years . Compten 50%
All PENG Effective Date: October 5, 2000

Expiry Date: October 5, 2005

256 hectares

Lessor Royalty: Crown s/s
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All PRNG

Effective Date: Ogtober 5, 2000

Expiry Date; October 5, 2005

256 héctares

Lessor Rovalty: Crown s/s

Twp 15 Rgé 1 W5M PRNG | ease No, 0400100027 Mobil 50%
Section 12 Primary Tenf: 5 years Compiton 50%
All P&NG Effective Date: October 5, 2000

Expiry Date: October 5, 2005

256 hectares

Lessor Royalty: Crown s/s
Twp 15 Rge 1 W5M P&NG Lease No, 0400100028 Mabi) 50%
Section 14 Primary Term: 5 years Compton 50%
All PRNG Effective Date:.Qgtober 5, 2000

Expiry Date: October 5, 2005

256 hectares

Lessgr Royalty: Crown sfs
Twp 15 Rge 1 WSM PANG Lease No, 0400100029 Mohil 50%
Séction i6 Primiary Term: 5 years Compton 50%
All PENG Effective Date: October 5, 2000

Expiry Date: October 5, 2005

256 hectares

Lessor Royalty: Crown s/s
Twp 15 Rge 1 W5M P8NG Lease No. 0400100031 | Mobil 50%
Section 28 Primary Teym: 5 years Compton 50%
Al PENG Effective Date; October 5, 2000

Expiry Date: October 5, 2005

256 hectares

Lessor Rovalty:  Crown s/
Twp 16 Rge 1 W5M PENG Lease No, 0400100034 Mobil 50%
Section 4 Primary Term: 5 years Compton 50%
All P&NG Effective Date; Octobar 5, 2000

Expiry Date: October 5, 2005

256 hectares

Lessor Rovalty: Crown s/s
Twp 15 Rge 29 W4M PBNG Lease No, 0400100017 Mobil 50%
Section 16, 5/2 21 Primary Term; 5 years Comptaon 50%
All PRNG Effective Date: October'5, 2000

Expiry Date: October 5, 2005

384 hectares

Lessor Royalty: Crown s/s
Twp 15 Rge 28 W4M PBNG Lease No. 04001060020 Mabll 50%
Section 20 Primary Term: & years Cormpton 50%
All PRNG Effective Date: Qctober 5, 2000

Expiry Date: October 5, 2005

256 hectares

Lessor Royalty: Crowns/s
Twp 15 Rge. 29 WaM PRNG Lease No. 0400100021 Mobil 50%
Section 30 Primary Term: 5 years Comipton 50%
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_ _ 396070626

Twp. 16 Rge 29 WaM | PANG Licence No, 5396878072 Mobil 50%
Section 28 ‘Primary Term: 2 years Compton 50%
All PNG Effective Date! July 25, 1996

Exqiiry Date: July 25, 1998

256 hectares

Lessor Royalty: Crown &/s
Twp 16 Rge 29 W4M | Petroleum Lease Mobil 50%
Sw2i Léssor: Crestar Energy Compton 50%
All Petroleéum Leasé Dated: January 29, 1999

Expiry Date; January 29, 2002

Primary Term: 3 years

64,7 hectares

Lessor Royalty: 20%
Twp 16 Rge 28 W4M | Petroleum Ledse Mobil 50%
SE21 Lessor: Crestar Energy Compton 50%
All Petroleum Lease Dated: January 29, 1999

Expiry Date: January 29, 2002

Primary Term: 3 years

64.7 heclares

Lessor Rovalty: 20%
Twp 16 Rge 29 W4M | Petroleum Lease Mobil 50%
Nw21 Lessor: Crestar Energy Comptan 50%
All Petrolenm Lease Dated: January 29, 1999

Expiry Date: January 29, 2002

Primary Term: 3 years

£4.7 hectares

Lessor Royalty: 20%
Twp 16 Rge 29 W4M Petroleurn 1 ease Mobil 50%
NE21 Lessar; Crestar Energy Compton 50%
All Petroleum Lease Dated: January 29, 1998

Expiry Date: January 29, 2002

Primary Term: 3 years

64.7 hectares

Lessar Rovalty: 20%
Twp 16 Rge 20 W4M | Natural Gas Leéase Mabil 50%
Section 21 lessor: Crestar Energy Compton 50%

All Natural Gas

Lease Dated: Yanuary 29, 1999
Expiy Date: January 29, 2002
Primary Term: 3 years

258.8 hectares

Lessar Royalty: 20%
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Twp 17 Rge 29 WAM | Petroleum Lease Mobil 50%
Sw21 Lessor: Créstar Energy Compton 50%
All Petroleum Lease Dated: January 29, 1999

Expiry Date: January 29, 2002

Primary Term; 3 years

64.7 hectares

Lessor Royalty: 20%
Twp 17 Rge 29 W4M | Petroleum Lease Mabil 50%
SEZ1 Lessor: Crestar Energy Compton 50%
All Petraleum Lease Dated: January 29, 1999

Expiry Date: January 29, 2002

Primary Term: 3 years

64,7 hectares

Lessor Royalty: 20%
Twp 17 Rge 29 WAM | Petroleum Lease Mobil 50%
Nw21 Lessor: Crestar Energy ‘Comptan 50%
All Petroleum lease Dated: January 29, 1599

Expiry Date: January 29, 2002

Primary Termi: 3 years

64.7 hectares

Lessor Royalty: 20%
Twp 17 Rge 29 W4M Petroleum Lease Mobil 50%
NE21 Lessor: Crestar Energy Comptan 50%
All Petroleum Lease Dated: January 29, 1999

Expiry Date: January 29, 2002

Primary Term: 3 years

64.7 hectares

Lessor Rovalty: 20%
Twp 17 Rge 29 W4M Natural Gas Lease Mabil 50%
Section 21 lLessor; Crestar Energy Compton 50%
All Natural Gas Léase Dated: January 29, 1999

Expiry Date: January 29, 2002
Primary Term: 3 years
258.8 hectares

Lessor Rovalty: 20%
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OPERATING PRAOCEDURE

Attached o and forming part of tho Agresmsnt dated the day of AD.
BETWEEN/AMONG:
ARTICLE |
INTERPBETATION
11 DEFINITIONS — In this Operating Procedurs, the following words and phrases shall have the following respective

meanings, namely:

(a) “abandonment” means the proper plugging and abandoning of a well in compliance with the Regulatians
and the restoration of the well site lo the satisfaction of any governmental body having Jurisdiction with respect
thersto and to the reasonable satisfaction of the ownar or occupier of the surface,

{b) "Accounting Procedure* meana the schedule entitled Accounting Procedure attached herelo and made a part
of this Operaling Procedure.

{<} *Affiliate” means, with respect to the relationship between corporations, that one of them Is controlied by the
other or that boih of them are controlled by the sama person, corporation or body peolitle; and for this purpose a
corporatlon shall be deemed to be controlled by those persons, corparatlons or bodlas politic who own or effactively
confrol, athar than by way of securlty only, sufficlent voting shares of the corporation {whether directly through the
ownership of shares of the corporation of Indlraclly through the ownership of shares of another corperation which
owns shares of the corporation) to elact the majerity of Hs board of directors, provided that a partnership which is
a party and which is comprised salely of corporations which are Affiliates, as described above, shall be deemed
to be an Affiliale of each such corporation and fis olher Affillates,

(d) "Agresment* means the agreement to which this Operating Procedure is aftached and mads a part.

(e) *Authority for Expenditure” or *AFE* means a wiitten statement of an operation proposed fo be sonducted
pursuant 1o thls Operading Procedure, which stalement shall include;

{) thetype, purpose and location of such operation, in sufficient detail to enable a party to understand
the nature, scope and sequence of such oparatlon, lhe proposed time frame over which such
operation will ba conducted &nd, if such aperation is the drilling or deepening of & well, the projected
total depth thereat, tha propesed surtace ceordinates of the well and, if they will dlffer materially from
the surface coordinates of the wall, lhe proposed bottomhole ¢oordinates therefor: and

() lhe propasing party's estimale of the antictpated costs of such operalion, which estimaie shall be in
sufflelant detail fo enable a party to identify, In summary form, the anticipaied costs of the various
ldenliflable segmants of such operatlon, Including, if applicable, those costs which relata to drilling,
compleling and equipping & well.

() *easing polnt' moans that point in fime whan 2 well has been drilled to total depth, the authorized logs and
tests have besn run and a dacision must be made by the Joint-Cperators whether to set preduction casing and
aftemipt lo complete the wall,
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(@ ‘commercial quantitles” means, with respect to a well, 1he antl¢lpated output of petroleum substances from
that well which would reasonably warrant drllling another wall in lhe same area to the formation indicated to be
productive by that well, having regard to anticlpated drllling costs, completion cesls, aquipping costs and operallng
costs, the kind and quality of petroleum substances indicaled, the anticipated avallahility of facifilies for {reating
and processing such patroleum substances and the anficipated cosl of such services, the anticipated avallablllty of
markets for such petroleum substances, the anticipated availability of transportatfen service for the delivery of such
produetlon to market and the anticipated cost of such sarvice, 1ha royaltles and other burdens payable for the joint
account with respeot therele, the probable life of the well and the snticipated price to be recejved for the petroleun
substances as and when sold,

[[3)] ‘campletion® means the installation In, on, or with respact to a well of all such productlen casing, lubing and
wellhead squipment and ail such other aquipment and meterlal necessary for the permanent preparation of the well
for the taking of petrolaum substances thersfrom up to and Including the outlet valve on the wellhead and includes,
as necassary, the perforaling, slimulating, treating, fracing and swabbing of the well and the conduct of such
predustion tests with respact to such well as are reascnably required to establish the initial producibility of the well.

{i) "sompletion cosis” means the costs of complsting a wall.

)] "davelopment well* means a well, Insofar as the geological zones penetrated in the drilling thersof {or
proposed to be pensiralad, as provided In the AFE therefor or the operatlon notice relating thereto) are
stratigraphlcally above the base of the despes| geclegleal zane in which an existing well within 3.2 kilometres thereot
(es measured from the coordinates where lhe olher well penetrated, and the proposed well s antlcipated 1o penetrate,
the top of such geological zone) is or has beer capable of preduction of patroleum substances in commeroial
quantities, provided that only geologicel zones and individual petroleum substances Included In the joint [ands in
the spacing unit for such preposed well shall be considered when making such determination.

{K ‘drilling costs” means all moneys expended {exclusive of completion costs and equipplng costs) wilh respact
to the drilling of a well, [ncluding, withoul restricting the generality of the foragoing, the oost of oblaining surace
aceess to and for the she of the well, the praparation of tha site of such wall, the construction of such roadways as
are reasonably necassary to gain access to tha site of tha well, the installation of all surface and Intermedlate casing
resposting the well, the logging, coring and testing of the wall and, in the event the well is not compleled, but is
abandoned, the cost of such abandonment.

{h *equipping" means the installation of such aquipmant as is required to produce petroloeum substances from
a completed well, Including, without restricling the generality of the foregoing, a pump (or other arlificial litt
equipment), (he Installalion of tha flow Hines and production tankage serving the well and, if necessary, a heater,
dehydrator or other wallsite Eacility for the Inltial traatment of patroleurn substances produced from the well to prepare
such productien for transportation to market, but specifically excludes any such equipment, installation or facility Lhat
Is {or 1s Inlended to be) a productian facility.

{m) ‘equipping costs" means the costs of equipping a wall.
(n) ‘exploralory well' means a well, inscfar as it is not a developmant well,

)] for the joini account” means for the benefit, interest, ownership, risk, cost, expense and obligallon of the
parties [n propartion to their respectlve working interests.

{r) ‘Joint lands™ means these lands and interests thereln which have been made subject hereto by the Agreement,
or so much thereof which remalns subject herelo and, except where tha context otherwise requires, shall include the
petroleum substances within, upon or under those lands and interests, insofar as those lands and inlerests are
subject 1o the fille documents.

{q) *joint operation® means an operation copducted hereunder for the joint account.

n *Joint-Operatar means a party having a working interest in the joint tands, including the Operator if it has
a working interest in the joint [ands.

(s) "market price” means the pilce at which petroleum substances are to be sold pursuant to Article VI where
a parly does not take its share of petroleum substances In kind and separalely dispose of the same, which price
is not unraasonable, having regard to market conditlons applicable lo similar production in arm’s length transactions
al the time of such disposition, including, without restricting the generality of the foregolng, such factors as the
volumes available, the kind and quality of patrolaum substances to be sold, the offactive date of the sale, the tarm
of the sale agreament, 1he polnt of sale of the pelroloum substances and the type of transportation service availabla
for the delivery of the patroleum substances to be sold.
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4] ‘operating cosls’ means all moneys expended (excluslve of drilling costs, complalion costs and equipping
costs) to operate a well for the recovery of patroleum substances, as mora particularly set forth in the Acceunting
Procedura and, where npplicable, all meneys expanded to operate o producilon facility hersunder.

() ‘Operater” means the pary appolnted by the Joint-Operators 1o conduct operations hereunder for the joint
account, except as provided in Clausa 1004,

v} "parly” means a peraon, corporation, parinershlp or body polilic bound by this Oporating Procedure.

W *pantlclpating Inlerest” maans the percentage share of the costs of an operation conducted hereunder (or any
respective segment thereal) which & pary has agreed to pay ar is required to pay pursuant to this Operating
Procadura,

{x) "paylng quantilies™ means:

i Inthe case of a well which has been drilled, but not completed and equipped: the anticlpated oulpui
from the well of that quantity of petroleum substances which would reasonably warrant incurring the
sompletion costs and equlpplng costs of the well, considering the anticipated completion costs,
equipping cosls and operaifng cosls assoclated therewlth, the kind and quallty of petroleum
substances Indicaled, the antliclpatad avallablity of fachlfies for treating and processing such
petroleum substances and the anticlpated cost of such seivices, the anllcipated availability of markets
for such petrolsum substances, the anticipated avallability of transporation service for the delivery
of such production to markat and the nnticipatad cost of such servica, the royalties and other burdena
payable for the Jolnt account with respeot to such production, the probable lite of the well and (he
anticlpated price to be received for the pelroleum substances produced therefrom as end when scld:
or

(i) In the case of a well completed for the taking of production: the outpul from the well of that quantity
of petroleum subsiances which would reasonably warrant the taking of production from the well,
censldering the same factors as in paragraph {I) of this Sukclauss, except complelion cosls,

{¥) “petroleum substances® means petroleum, hatural gas and avery other mineral or subatance, or any of them,
in which an Interest in or the right to explore for is granted or acquired under ths title documents.

[ra] *production tecillty' moans, sublect to Aricle Xlll and Clauses 1021, 1822 and 1408, any facllity serving (or
Intended 1o serve) more than one (1) well {including, without restricting the generality of the foregoing, any battery,
separsior, compressor statlon, gas processing plant, gathering system, pipslins, production storage faclllty or
warshouse}, which is:

() constructed or installed for the joint account;

{iy owned exclusively by the parties in accordance with their respective working Inlerosts;

(I} Inkttally intended to be utilized exclusively with respect to the production, ireatment, storage or
transmisaion of petroleum subslances;

() not used for iractionation of petroleum substances, sulphur exiraction or separalion of liquids by
rafrigeration; and

) not subject to a separate agreement governing ths consiruction, ownership and operation of such
fasility;
and Includes all renl and personal propery of every kind, nature and description dlreclly associated therewith,
excluding petreleum substances, the joint lands and the Operator's owned or leasad equipment.

(ag)  “proportionate share® means, with respect to a party, a percontage share equal lo that party's working Interest.

{bb) - “Regulations* means all stalutes, laws, rulss, orders and regulatians in affect from time to lime and made by
governments or governmenial boards or agencles having jurisdletlon over 1he Joint lands and over the operalions
to be conducted thereon.
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{ce)  "spacing unit' means:

(0 with respect to a well which has not besn completed for the production of pefroleum substances:
the area allocated by the Regulations for thae drilling of that well, provided that in the absence of such
allocation or a specilic designation In the Agreement, the spacing unit for the well shall be deemad
te be the quarter-saclion, unit ar similar geagtaphical area which includes the bottomhole co-ordinates
of the well; and

(it in every other oess: the arsa allogaied 1o the well pursuant to the Regulations for the purpose of
producing petroleum substances in each zone from which such pelroleum substances are to be
producad,

{dd}  "spud" means, with raspact to & well, that a drilling rig of adequate capasily to drill that well 1o the total depih
projegted in the AFE therefor is rigged-up on tocation and that a drilling bit has penetrated the surface therefrom.

(es)  Mitle documents” means the documents of title by vilue of which the parlies are sntitled to drill {or, win, take
or remove petroleum substances underlying the joint lands, and all renewals, extensions or continuations thereof or
{further documents of lille issued pursuant thereto.

{ff) *working interest’ means the paercentage of undlvided interest held by a party in a production faclllty or the
joint lands, or the respactive zones, portions, pareels or parts thereof, which percentage is as provided in the
Agreement or is as modified subsequently pursuant to the provisions hereof.

102 HEADINGS ~ Article headings and any other headings ar ocaptions or Indices hereto shall nol be used in any way
in construlng or interpreting any provision hereof,

103 REFERENCES - Unless aotharwise expressly stated:

(e} the references "hereunder’, *herein” and "hereof” refer to the provistons of this Operating Procedure, and
references to Articles, Clauses, Subclauses or paragraphs hergin refer to Articies, Glauses, Subclauses or paragraphs
of this Operating Procedure;

(b) whenever the singular or mascullne or naiter s used in thls Operaling Procedure, the same shall be
construed as meaning plural or feminlne or body politic or corporate or vice versa, as the conlext so requlres; and

{0 any reference to days hersln is a reference to calendar days, and where the phrase “within® or "al least’ is
used with reference lo a specific number of days hersin, the day of recelpt of the relevant notlee or the day of the
relevant avent, as the case may be, shall be excluded In datermining the relevant time pericd. However, in the event
the ime for dolng any act expires on a Saturday, Sunday or statutory hollday In elther the Province of Alberta or
Canada, the lime for doing such act shall be exiended to the next normal business day, except as prascribed in the
Accouniing Procedure with respect la the payment of hillings.

104 OPTIONAL AND ALTERNATE PAQVISIONS —~ Where allernale or optional provisions are provided for hereln and the
parties have failed 1o designate which alternate shail apply or whether a respective optional provision shall be included, the
first alternale provision in each such case shall apply as if the parties had designated the same, and the remalning optional
provision shall be deemed not to form a pa:t herect.

108 DERIVATIVES — Whare a term is defined harein, a derlvatlve of that term shall have a corresponding meaning unless
the context otherwise requires.

108 USE OF CANADIAN FUNDS — All refarences to “dollars” or $* harein shall mean lawful currency of Canada, and alf
payments and recelpts shall be made and racorded in lawful cutrency of Canada,

107 CONFLICTS — I any provision contalned In the Agreement conflicta with a provision hersin, lhe provislon in the
Agreamant shall prevail, and if a provision herein conllicts with a provision In an exhlbit or schedule attached herata, the
provisian hatain shall prevafl. In the event of a conflict between any provision in the Agreement or this Operating Procedure
and the Regulalions or the tille documents, the Hegulalions of the title documents, as the cage may be, shall govern, excopl
that: {j the working intarests shall prevail i there is a differance between Ihe working interests and the registered interests
in the title documents; and {fi) tho allocatlon of responsibliity for losses as provided-hereln (including, without restyleling the
generality of the foregoing, Aricla W hereof) shall govern the relationship of the paries. If there Is n confllel as provided
ebove, the Agreement or this Operaling Procedure, as the case may be, shall be modilied accordingly 1o the extent necessary
to resolve such conflict, and, as se modifled, shall cortinue in full force and effecl.
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AHTICLE If
APPOINTMENT AND REPLACEMENT OF DPERATOR

201 ASSUMPTION OF DUTIES OF OPERATOH — The Operatar named in the Agreemant, or any succeeding Operator
appolnted hereunder, shall assume the duties and obllgations of the Opsrater hereunder and shall have all the rights of lha
Opetrator hereundey,

202 REPLACEMENT OF OPERATOR —

() The Operator shall ba reptaced immediately and another Operator appointed forthwith pursuant to Clause
208 upen notise to such effect boing served by any party fo the other pariias if: :

{ii  the Operator bacomes bankrupl or insolvent, commis ar suffers any act of bankruptay or insolvency,
Is placed in receivership, seeks debtor relisi protection under applicable leglslation (Including, without
restricting the generality of tho foregeing, the Bankruptey Act of Ganada anid the Compahies' Craditors
Artangement Act of Canada) or permits any judgemant ta ba raglstored against its working interest,
and withaut restrlcting the generality of the foregolng, an Operator shall be desmad inselvent for the
purposes of this Clause Hf il s unabla lo pay fis debls as they fall dus in the usual course of business
or If it does not have sufiiclent assets to satisty its cumnulative fiabliities in full; or

{i)  the Operator assigns or purports or attermpls o asslgn lts general powers and responsibilities of
supetvision and management as Operator hereunder,

(3] The Operator shall be repiaced and another Operator appoelnied pursuant te Clause 206 I

()  the Joint-Operalors agree, by the afflimative vota, by nolice ta the other parties, of two (2) or mofe
Joltt-Operators representing a majority of the working interests, to replace the Operator, provided
that & single .JoInt-Cperator holding mare than a sixty-six percent (66%) working interest in the jolnt
lands shall have the right, by notica to the other perties, to replace the Cperator and to become
Operator at the ime prescribed by Subclause 206(d), uniess it would then be subject to replasement
pursuant lo paragraph 202(a)(l); or

(l}  the Operalor defaults In its duties or obligations or any of them haraunder and, within thirty {30) days
after written notlee from a maejority in working interest of the Joint-Operators, excluding the Opetator,
speclying the datault and requlring the Operator to reinedy the same, it does not commence to rectify
the default and thereafter diligantly continue to romedy the default.

203 CHALLENGE OF OPERATOR — At any time after an Operator has been Operator for at least two [2) years, any Joint-
Operator, ather than the Operator, may give notica {'the challsnge notice’) o the other parlies that it is ready, able and willing
lo conduct operations for the Joint account on more favourabla torms and conditions. The chellenge notice shall contaln
sufflclent detafl o onable the recelving parties to avaluate the nalure of the challenge notice and to measurs the effect the
revised terms and conditions would have on leint operations, The Operator shall, within sixty (60} days afler raceipt of the
challenge notice, advlse the Jolnt-Operatars sither that:

(a) H Is prepared to operate an tha terms and conditions set out in the challenge nofice, whereupon it shall
forthwith procesd to do so; or

{b) 1t is not preparad 1o operate on the terms and conditlons set out in the challenge nolice and 1hat it will rasign
as Operatar effectlve not later than ninety {90) days lallowing the sixty (60} day perfod provided above.

Fallure by the Operator 1o advisse the Jolnt-Operators of its slection within such sixty (60) day pericd shall be deemed 1o be
an elaction by the Operator 1o resign. If the Operator resigns, a new Operatar shall be appolrted pursuant to Clause 206,
whersupon such new Operator shall operate on the terms and conditlans set out in tho challenge notice, If no other Joint-
Operatar is prepared to act s Operator on ihe terms and conditions set out In the challenga notlce, the Joint-Operator giving
the challenge nofice shall become the now Qperator and shall thereatter conduct operallons pursuant to the underlakings
made by i in the challenge notica. Any cests In excess of thase set out In the challenge notice shall be for the new
Operalor’s sole account. Notwithstanding Clause 204, the new Operator shall not resign from the pesttion of Qperator until
It has neted as Operater for a perlod of at feast two {2) years, A Joint-Operalor may not issue & shallenge notice or become
Operator pursuant therelo if, at the fime of issuing the challange notice or the time it would become Operator pursuant
therete, it would ba subject to replacement as Oparalor pursuant to Subclause 202(a} if it wers Operalor at that tims,
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204 RESIGNATION OF OPERATOR - Subject to Subclause 202(a) and Clausas 203 and 205, the Operator may resigr
as Operator on giving each of the Joint-Operators nihaty {90) days’ nofice of its intention to do so.

208 MODIFICATION OF TERMS AND CONDITIONS BY OPEAATOR — At any lime after an Operator has been the Operator
for 8 conlinuous perod of twa {2) years, it may glve notlca (‘the Operator's notica®) o the other pailies of the revised terms
and conditions en which it is prepared to continue to conduct Jolnt operatiens.  Within sixty (60} days of receipt of the
Operalor's notlce, each Jolnt-Operator shall advise the Operator whether it agrees 1o tha Opsrator continuing as Operalor and
conducting joint operations on the terms and conditiona contained In the Operator's notice, provided that failure by a Joint-
Operator lo respond within such period shall be deamed to be agreement by that party to the terms and conditions in the
Operator's nofice. I any Joint-Opsrator does not so agres, it shall give notics (‘counter proposal’} lo the other parties of the
tetms and cendilions upon which it would canduct joint operations, Any such counter propesal shall be deemed o be a
challenge of Cperater and shall be subject to alf of the terms and conditions of Clause 203, as though such counter proposal
was "the challenge notice” provided therein, except that in determining the merits of the counier propoesal, it shall be compared
fo the terms and conditions conlained in the Operator's notice, tather than to the exlsling operaling terms and conditions.

206 APPOINTMENT OF NEW OPEPRATOR ~

(2) If an Operator reslgns or !s to be replaced, a successor Operalor shall be appointed by the affirmative vote
{by notlce to the other partles) of two (2) or more parties represanling a msjority of tha working interests In lhe joint
lands, provided that a singla Jolnt-Dperator holding more than a sixdy-slx percent (86%) working [nterest in {hs Jolnt
lands shali have the righi, by notice to the other partiss, 1o becoms the Operator hereunder, unless it would then
be subject to replacement pursuanl to pazagraph 202(a) (i), 1 there are only two {2) Joint-Operators and the Operalor
that reslgned or Is to be replaced is one of the Joint-Operators, the other Joint-Operator shall have the right to
bacome the Operator.

(B) No party shall be appaointed as Cperator hereunder unless it has given its written consent to the appointmant.
Howaver, if the parties fail to appoint a successor Operator or if any appointad Operator fails 1o carry out its duties
hereunder, the party having the grealest working inferest shall act as Operalor pro tem, wilh lhe right, should a
simiter situafion re-oceur after a new Operator has been appointed, te require the party having the nexl greatest
worklng interest to act as Opsrator pro tem and so on as the oscaslan demands.

(<) Mo provision of this Aricle shail be consirued to re-appaint as next-succeeding Operator an Operator who
had been raplaced under Clause 202, except with the unanimous censent of the parties.

{d) Except as provided In Subclause 202(a}, every raplacemeni of Gperator shall take effect ol eight o'clock in
the morning (0800 hours) on the first (st} day of the calendar monih followlng the determinalion to replace the
Operator pursuant to Subciause 202(b) or such other date as may be prescribed pursuant to Clausa 203 or 204, as
the case may be, notwithstanding anylhing contained herain.

207 TRANSFER OF PROPERTY ON CHANGE OF OPERATOR -- At the effactive date of the resignation or replacement
of an Operalor as provided in this Arlicle Il, the Opearator being replaced shalt deliver to the successor Operator possession
of: .

(a) the walis belng dillled or operated by the Operalor hersunder, except any wells in respect of which the
succeeding Operator 18 not enlilled 1o informallon, which shall be operated by & party determined pursuant lo
Clause 1004 until the successar Operator hecomes enfitled to such information;

(b} all production laslitles, olher facilitles and funda hald for the joint account, tegether wilh all production, if
any, whish has not been delivered in kind;

{© copies of books of account and records kapt for tha joinl account or pertaining to wells dellvered hereunder,
and

{d) all documents, agreements and other papers ralating o property transferred hereunder.

Upon compliance with sueh obligation, the oulgoing Operator shall be releasad and dischargad {rom, and the sucoessor
Operator shall assume, alf duties and obligations of the Operator, except those unsatlsfied dutles and obligations of the
autgoing Operator whioh had acorusd prior to the effactive date of the change of Operator, for which the outgoing Operator
shall ¢ontinua to remain liable,

208 AUDIT OF ACCOUNTS ON CHANGE OF OPERATOR — Within ninety (90) days after the successar Operator
commances to acl as Opsrator, the parties shall cause an audit to be mada of the books of ascaunt and records kept for the
Joint account and may cause an Inventory of controllable material to be taken. The cost of the audit and inventory shall be
a charge for the jeint account,
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209 ASSIGNMENT OF. OPERATORSHIP - In The evant the Operalor wishes its assignee 1o replace it as Operator after
having disposed of &ll or a portian of il¢ working interast in the joint lande and any production facilifies to such assignes
pursuant o Adicle XXIV, such assignes shell have the tight to bacome Operator if it is an Affiliate of lhe Operator or, i it is
not ani Affiliate of the Operator, if the periiss agree that it shall become Operator pureuant to Clause 206. Should an assignes
which is an Affiliate of the Operator beccme the Operstor pursuant to this Clause, the two {2) year time periods desciibed
in Clauses 203 and 205 shall be calculated as if the assignment had not ¢eeurred and the audit prescribed pursuant to
Clause 208 shall not be required. .

ARTICLE I

FUNCTION AND DUTIES OF OPERATCHR

301 CONTROL AND MANAGEMENT OF OPERATIONS —

{a) The Operator shall consult with the Jelnt-Operators from tima to ime with respect to desisions to be made
for the exploration, development and operation of the joint lands and the censtruction, installation and operation of
any production facilities, and the Oparator shall keep the Jolnl-Operators informed with respect to operations planned
or conducted for the joint account. Sublect to the provislons hareof, the Oparalor is hereby delegated the
management of the exploration, developmant and operatlon of the joint lands and the consiruction, installation and
operallon of any preductlon facillties for the Jolnt account on behalf of the Joint-Oparators,

{b} The Operator shall be entitted to make or commil to such expenditures for the joint aceount as it conslders
necessary and prudent In ordar ta conduct & good and warkmanlike operalion on the Joint lands for the {olnt aceount,
Howaver, the Opertator shall not make or commit to an expsnditure for the Jeint account for any single operation,
the total estimated cost of which is in excess of iwanty-five thousand ($25 000) dollars, withotit an approved Authority
for Expenditure from the JolntQperators, unless the expendilure Is reasonably considered by the Operator 1o be
necessaty by reason of an event endangering life or property or Is required by the Regulations and failure to make
such expenditure could result in the prosecutlon of the Operator thereunder. If the Qperalor is required to make such
an expenditure, 1 shall promptly advise the JelntOpaerators of the nature of such event or requiremant and the
expenditure anticipated o be nssociated tharewlth,

{c} Approval of an Autherity for Expenditure by a parly shall constitute that party's approval of all expenditures
necessary lo conduct the operation describad therain, subject to the provislons of Article iX. However, if the Operator
incurs or expects to incur expenditures with respect to a Jelnt oparation which would exceed by mors then ten
pearcent {10%) the total amount estimated in the AFE tharelor, the Oparetor thereupon shall, for informaticnal purposes
only, forthwith advise the Joint-Operators of such overexpendilure, the Operator’s explanation therefor and the
Operslor's revised estimate of the cost of such operation. The Operator thereafier shall provide estimates of current
and cumulative casts incurred for the Joint acecunt with respact to such operation, Such estimatas shall be pravided
on & dally basis where practical, but in any event at intervals of not greater than ten {10) days until the opsration
is completad,

302 OPERATOR AS JOINT-OPERATCOR - The Operator shall have all of the rights and obligations of & Joint-Operator
with respect to its working interest,

303 INDEPENDENT STATUS OF OPERATOR —~ The Qperator Is an [ndependent cantracter in its operalions hereunder.
The Operatar shall supply or cause 1o be supplled all materlal, labor and services necessary for the exploration, development
and operatlon of the joint lands and the operation of any productlon facilities for the joint acoount. The Operalor shall
determine the number of employess raspeciing its oparations, thalr selection, their hours of labour and their compensation.
All employees and contractors used In its operations hereunder shall be the employees and contractors of the Operalor.

an4q PROPER PRACTICES N GPERATIONS —~ The Operator shall conduct all joint operations dillgently, in a good and
workmanlike manner. in sccordance with good olifield practioe and the Regulations,

305 BOOQKS, RECORDS AND ACCOUNTS — The Oparatar shall, wilh respsct 1o all joint operations, keep and maintaln
live and correct books, records and aceounts with respact 1o the development and progress made, drilling done, the conduck
af other operatlons, the produclion of petroleum substances and the disposition thereof in the manner prescribed herein and
in the Accounting Procadure. The Operater shall, upon request of a Joint-Opsrator, make availabls In Alberta and (here permil
each Joint-Opartator during normal business hours to inspect such books, records and accounts and fo make extracts or
copias therefrem and lhereof, and to audit the Operator's books, racords end accounis as provided in the Accounting
Procedure. However, a Jolnt-Operator shall not have the rights granted under this Glause with rospact to & well while not
entitled to information with respect to that well,
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306 FROTECTION FAOM LIENS — The Operator shall pay, or cause to be paid, as and when they bscome dus and
payable all accounts of contractors and clalms for wages and salares for services rendered or pedarmed and for materials
supplied with respect to the jeint fands, any joint operations and any production facliities, The Operator shall kesp the joint
lands and any praduction facilities free from liens and sneumbrances resulting therefrom, unless thers be a bona tide dispute
with respect thareto.

an7 JOINT-OPERATOR'S RIGHTS OF ACCESS — Except as otherwlse provided herein, the Oparator shall permit each
Joint-Operator or its duly authorized rapresentalive, at that Jelnt-Operator’s sols 1lsk, cost and expense, full and free access
at alf raasonable fimes to inspect and obearve all production faclilles and all joint operations being sonducted upon the joint
lands and te the records on localion of cumrent oparations baing conducted therean.

308 SURFAGE RIGHTS - The Operalor shall acquire and maintain for the |oint account all necessary surface rights
respecting Joint operatlons,

308 MAINTENANCE OF TITLE DOCUMENTS ~

(a) Except as otherwise provided heraln or in the Agreement, the Oparator shalf, on behalf of lhe parties and
for the joint sccount, comply with &l the terms and conditions of the litle decuments including: (I} the payment of
rertals; (li} the payment of sny encumbrances agreed lo be hotne for the Joint account; and §ili} the performance
ol all things necessary to maintain the tille documents in good slanding and In full force and effect. Howeyer,
nothing in this Clause shall be consirued to require ar permit the Operator 1o dilll a well or conduct any joint
aperafion without the approval of the Joint-Operators, i thelr approval of an Authority of Expenditure with respect
thereto is required pursuant to Glause 301,

{b) Tha Operator shall consull with the parties in a Umely manner with respoct to any applications it proposes
1o make under the Regulations 10 malntain any of the fltle doouments In goed standing, Including, withoul restricting
the generallty of the foregolng, centinuation and grouping applications and any other material decisions which are
fequired to be made to maintain any of the title documents in good standing. The Operator shall provide the pariies
in a Umaly manner with coples of materlel correspondence peralning 1o the maintenance of the title doouments.

{s) H the Joint lands are subject lo a particular title document whereby the parlles may select some (but not all)
of such Joint lands for the jolnt aceount In a successor litle document as a result of work or operations which have
been conducted {in this Clause called u *lease selectlon’}, the following shall apply 1o the lease selection;

(i}  the parties having a werking interest In such fitle document shall consult, at least ten (10) days prior
lo the date upon which the lease selection is required, lo attempt to agres on the loase seleclion:
and

(i)  insofar as the partles are unable 1o agree on the jolnt [ands to be included in the lease selaction,
the Operator shall determine the required number of minimum size geographic unlts prescribed by
the Regulations with respact lo a lease selection ("selactlon units") to complete the lease seleclion,
This number shall be multiplied by each party's working interest, 1o determine the number of selection
units which sach party may select lo complete the lease selection, with rounding of such number
up of down lo the nearest whole inleger in the event such valoulation would entitle a party to a
selection of a partial seleotion unit. Each party shall be entitled o select for inclusion in léases, on
a selaclion unit by seleclion unit basis, that number of selection units deterrined by such calculation,
with the order of such selections to be determined by lot.

Faliowing the conelusion of the lease sslection process, the Operator shali submit the application for leases en behall
of tha parlies in such manner and at such time as are prescribed by the Regulations,

(d) i the Joint lands are subject to a particular title document pursuant to which the parlies may mske a loase
selaction, & parly may, at any time not earfler than one (1) year before the lalest date such lease seleciion may be
made pursuant to that title document, require the partins to select, for the purposas of Clauss 1010 only, the lands
which will be retalned for the joint acceunt In the manner prescribed in the Agreement or Subclause (o) of this
Ctause, as the case may be. The parties thereupon shall make such lease seleclion within ten {10) days of the
recelpt of such notlee, as f such lease selection was raquired at such time. Unless olharwise agreed by the paiies,
such lease seloction shall be binding on the parlies for the purposes of determining whether a well is a title
preserving well or portions of the tands are preserved lands, as those ferms are defined in Clause 1010,

30 PRODUCTION STATEMENTS AND REPORTS — The Operator shalf provide each Joint-Operater, before the twenty-
fifth (25th} day of each month, with & statement showing produstion, inventories, sales and deliveries In kind 1o the parties
of peiroloum substances during the praceding month. The Operator shall also make aft reparts relating to joint operallons
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as required by the Regulations and shall, upon requast of a Joint-Operetor, provide it with a copy of each such report filad
by the Operator with any governmental agancy.

a1 INSURANCE — The Operator shall comply with the requirements of all Unemployment -nsurance, Workess'
Compensation and Occupational Health and Salsty legisiation and all slmllar Reguiations with respect fo workers employed
in joint operations. Without In any way limlting the obligations of liabllites of the Operator, the Operator shall alse comply
with the provisions of ALTERNATE below (Specify A or B: the ALTERNATE not specilied is deemed 1o be deleted
from this Operating Procedure):

ALTERNATE - A:

The Operator shall, prlor to the commencement of jolnt operations, hold or causs to be held with a repulable Insurance
company or companies, and thereafter maintain or cause to be malntained for the joint account and beneflt of the parties and
their respecllve Afiiliales, direclors, officers, servarils, consultants, agents and employees, the insurance hereinsfier set forth
and any other insurance which |s spscifically required fo eomply wilh the Regulations. The [nsurance required pursuant to
this Subolause shall apply o each separate claim and shall be as foflows:

{0 Automobile Liabillty Insurence cavering all motor vehicles ar snowcraft and all terraln vehicles, owned
of hon-owned, operated or licenced by ths Operalor and used In Joint operatlons (insofar only as
they are used in JoInt operaticns), with an Inclusive badily injury, death and property damage limit
of one miltlon dollars {$1 00O 000} per aecldent;

{i} ~ Comprehensive General Liability Insurance with an inclusive badlly injury, death, and property
damage limit of one million dollars ($1 000 000) per ocourrence, and, without restrlcting the generality
of the provislons of this paragraph, such coverage shall includs, but not be limited to, Employer's,
Employar's Contingent Llability, Confractual Liability, Contracter's Protestive Liabhlty, Praducts and
Compleled Operations Llability; and

(i) Aircrait Liability Insurance covering all aircraft, owned or non-ownaed, operated or lisenced by the
Operatar and used in jolnt aperations (lnsofar only as thay are used in jeint aperations), with an
inclusive bedfly injury, death and property damage limit of five million dallars ($5 0OO DOO) per
accuirenca,

-ORf -

ALTERNATE - B:

The Operator shall, prior to the commencement of Joint aparatiens, hald or cause to be held with a reputable insurance
company aof companies, and thereaffer maintain or cause to be maintalrned for the jolnt account and benefil of the pariles and
Lheir respective Afliliatas, direclors, ofticers, servants, consultants, agents and emplayees, only that insurance as is speclfically
required to comply wlth the Regulations, It is the Intentlon of the paitles that, exsept as provided in the previous sentence
and [n Aicle IV, the cost of any accldent, foss or any clalm of or llabllity to third parties or lo each other for bodily injury,
death or preparty damage atlsing out of any operatlan conducied hereunder shall be bomne individually by the parties
participating In the operafien, proportionats te their respective participating interests in the operatior,

The following conditions shall be applicabla fo the ALTERNATE which is specified;

(&) The amount of the deducllble specitied for sach ascldent or ocourrence in any Insurance policy maintalned
for tha [olnt account shall nol exceed the amaunt sel forlh in Clause 301 without the prior approval of the Jolnt-
Operators.

&) Iri the event that the policies which the Operator la required to obtain or maintain for the Jjoint account are,
In the Operalor's reasoneble opinion, unavaitabla or available ounly &t an unreasonable cost, lhe Operator shall
promptly notify the other Jolnt-Cperators, In order that the parlles may redetermine the policies which shall be held
for the jolnl account. Sublecl to the provisions of this Clause, policies oblalnad for the joint account pursuant to this
Clause may contain terms, condifions or exclusions afecling or limlting the risks covered thereby or the
circumstanses under whish the insurer may be required to Indemnify or compensate the pariies hereunder, pravided
that such termis, conditlons or excluslons are, in the Operalor's 1easonable opinion, the best avaitable from the
marketplace on reasonable terms and ordinary of approprlale. However, the Operator shafl oblain the prior consent
of the parties with respect lo any such change which 15 mado after the relevant policy or policy. renewat has been
acqulred for the joint account.
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{o) H the Opetator makes any payments with respact to any losses, damages, clalms or lebilitles arising out of
Joint operations which are covered by Insurance policies maintained for the joint accolnt hareundar with the approval
of the insurars thereol o if the Operalor makes any paymenis authorized hersunder with respect te any other losses,
damages, claims or liabilities arlslng out of such operations, sush payments shall be a charge for the joint account.
However, the Operator shall diligently attempt to process its claims under such pollofes with respect 1o such losses,
damages, clalms or Habllifles, and shail promptly credit the joint account the amount it ultimately recovers under such
polisles. Insofar as such charge is one which is not to be borne for the Jaint account pursuant lo Article I, the
Operator shall adjust the accounts of the parties accordingly at such Ume as fi Is determined that the charge is not
to ba bormne for the Joint account.

{d) The Operator shall usa reasonahle efforts to ensura that each insurance policy maintained for the joInt
ascount pursusnt to thls Clause includes: a provislon thal coverage la primary Lo any ather coverage carried by the
parlies (other than caverage meintalned by a party lo raduca Hs exposure to a daduclibla), a provision thal such
policy shall survive the default ar bankruptoy of the insured for clalms arising out of an event hefore such default
or bankruptey and a provision that the insurer shall provide the Operatar with sidy {60) days® wiiiten notice of
cancallation of such pollcy.

(o) Each parly shall be responsible for insuring s own Interest in the joint lands and any production facilities
with respect to physleal damage io propetly, loss of Income, Operator's Exira Expense, Pollution Liabllity and any
insuranoe other than that referrad to in the Alternate specified In this Clause. Each party shali ensure ihal each policy
maintained by i for its own account hereunder shall contaln waivers of all rights, by subrogation or otherwiss, against
the other parties and their respective Affiliates, direcfors, officers, sarvants, consUitants, agetts and employees,

)] The Operator shall provide aach Jaint-Cperator with written notice of damages of losses incurred hereunder
as soon as practicable after the damege or loss has been discovered. The Oparador shall provide the Jeint-Operators
with such asslstance and materials as Is required fo substantlate such damages cr losses for the purposes of the
Joint-Operators' insUrance coverages.

(o) The Opsrator shell, with respact to joint opatations, use every feasonable sffort to have lts contractors and
sub-contractors: .

{i comply with Unemploymarit Insurance, Worlters' Compensation and Qceupational Health and Safety
legistation and all olher similar Regulations applicable fo workers employed by them; and

(i)  carry such Insurance in such amounts s the Cperatar deems necessary, provided thal such insurance
pollcles shall includs waivers of all rights, Ly subregation or otherwise, agalnst the parties and thelr
respeciive Afilliales, directors, offlcers, servants, consuftants, agents and employees.

312 TAXES — Except as otherwise provided hereln or in the Agreament, the Operator shall inltially pay, for the joint
account, all taxas with respect to propeity held for the Joint account, providad that mothing hereln contained shall require or
permit the Operator to pay for the Joint account Income taxes, mineral taxes, o any ofner taxes, assessmenls of levies based
on reserves, on & unit of productlon or on the value thereot unlsss raquired to do so by the Regulations. The Operator shall
promptly provide each applicable Joint-Operator with copies of all tax notices or assessments recelved by it respecting
property held for the joint account and for which payment 1s not the responsiblilly of the Operatar,

ARTICLE IV

INDEMNITY AND LIABILITY OF OPERATOR

401 LIMIT OF LEGAL RESPONSIBILITY — Notwithstanding Clauses 303 and 304, the Operalor, its Afflliates, directors,
offisats, servants, consultanls, agents and employees shall not be llable to the other Jolnt-Operators, or any of them, for any
loss, expanse, injury, death or damage, whether cantractual or tortlous, sulfered or incurred by the Jolnt-Operators resuliing
from or in any way atirlbitable to or arlsing out of any act or omission, whether negligent or otherwise, of the Operator of
its Affilistes, dlrectors, officsrs, servants, consultants, agents, contractors or employees In conducting or carrying out joint
oparations, except:

(a when and to the extent thal such loss, expense, injury, death or damage relates to a risk against which the
Operator is required 1o carry insurance for the joint account, as providsd it Clause 311, and Is wilhin the limits of
such required insurence {insclar as such limits axcead the deductible appllcable therelo), provided that if the
Operator had malntalned the required Insurance cavering such loss, expense, injury, death or damage, the Operator
shall be released from the responsibility and Indemnity olherwlse imposed by this Clause to the extent that the insurer
tharsunder is financially unable ta pay all or any portion of a valid sclaim with respect fo such lass, expense, injury,

- 10 -
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doath or damage or such insurer ls determined by 8 vount of compatent Jurisdiction not to be required to make
payment wilh respect to such loss, expenss, injury, death or damage under sush policy of insurance; and

(k) when and to the extent that such loss, expansa, injury, death or damage is a direct rasult of, or Is direelly
attiibutable to, the gross negligence or wilful misconduct of the Operslor or its Affiliates, directors, officers, servants,
cansullants, agents, conlrastors or employaes, provided thel an act or omission of the Operator or lts Afiillates,
directers, offlcers, servants, consultants, agents, conlractors or employees shall be deemed not to be gross
negligence or wilful miscondust, Insofar as such act ot omission was dane or was omiited to be done in accordancs
with the instructions of or with the concuirance of the Jolnt-Operators,

Ta the extent that the conditions In Subelnuses (a) or (b) of this Clause apply {but subject to the exceptlons pravided thereln),
ihe Operator shall be salely liable for such loss, expense, injury, deafh or damage and, in addition, shall indemnify and save
harmiess each othor Jolnt-Operator and it Affillates, directors, offlsers, servants, consultants, agents and amployeas from and
against the same and also from and egainst all actions, causes of acllon, suils, olaims and demands by any person or parsons
whomsoever in raspoct of any such foss, expense, injury, death or damage, and any costs and expenses relaling thereto.
Howevoer, In no event shall tha responsibllity of tha Qparator prescribad by thls Clausa extend to losses suffared by the Joint-
Operators respecting the loss or dslay of preductlon from the joint lands, including, without restricting the generality of the
foregoing, foss of profits or other consequential or indirect losses applicable to such loss or delay of production.

402 INDEMNIFICATIGN OF OPERATOR — Except as otherwlse provided in Clause 401, the Joint-Operators hereby
indamnify and save harmless the Operator, its Affiliates, directors, officers, setvants, consullants, agernts and employees [rom
and agalnst any and all aclions, causes of actien, suils, claims, demands, costs, losses and expenses resulting from loss,
Injuty, death or damage respecting any perscn, which may be brought against or Inctrred or suffersd by the Operator, its
Affiifates, directors, officers, servants, consultants, agents or employess or which the Operator, its Affiliates, direolors, officers,
servants, consultants, agents or employees may sustaln, pay or incur by reason of, or which may be attrlbutable to or arise
aut of, any acl or omission of the Operator or its Afflllates, diractots, officers, servants, consuliants, agents, contractors or
amployees In conductlng Jolnt operations. All such llabllities shall ba far the joint agcount and shall be borne by the Joint-
Operators In the propottions of their respective working interests.

AHATICLE V

COSTS AND EXPENSES

501 ACCOUNTING PRQCEDURE AS BASIS — The Accounting Procedure shall be the basis for all charges and credits
for the |olnt agcount, except to the axtent that the Accounting Procedura may be in conllict with the provisiona herein or in
the Agresment. The accounting and financlel records maintained by the Oparator with respact to the operations conducled
by it hereunder shall be malnteined saparately from those kept by it with respeot to operations which are not conducted
heraunder, In accordance with established Industry accounting pracice,

502 OPERATCR TO PAY AND RECOVER FROM PARTIES - Subject to the pravislons of Clause 503, the Operator shalf
(niilally advance and pay all costs and sxpenses incurred for (ha joint account. The Operator shall charge to eash Joint-
Operaior fts proportlonate share of such costs and expenses, and each respective Joint-Operator shall pay the same to the
Operater within thirty (30} days after receipt of the Operator's statement 1hereof.

563 ADVANCE OF COSTS -

{a) Upon approval of an Authority for Expenditure by a Joint-Operator, the Operator may, by netjee, require that
individuai Joint-Operator to secure paymant of ils proportlonate share of all costs to be inourred for the jaint aceount
pursuant 1o such AFE In a manner satisfaclory to the Qperator, If the payment Js to be socured by an [rrevocabla
standby latter of credit, it shall be established in favour of the Operator by that Joint-Operator with a Canadian
charterad bank with respect to that Jolnl-Operator's proportionete share of lhe cosis and expenses which are
articipated to he insurred pursuant to such AFE, In the event a letter of credit js so estublishad, the Operator may

_ draw on the letter of credlt In the same manner and ai tha same time Intarvals as provided with respect to amounts
to be paid by that Jalnt-Operater pursuant to sych AFE,

[(5)] The Operator may, by netice 1 the Joint-Oparators, require sach Jolnt-Operator to advance its proportionate
share of all costs to be Incurred for the joint account, subject to Subclause {a) of this Clause. H ihe Operator so
eleots lo cash call the Joint-Oparalors, it shall, net sarller than thirty (30) days prior to the first {131} day of a calendar
month, submit to each Joink-Operator en itamlzed wrlttlen estimate of the costs which are axpecled to he paid by
the Operator for the joint account heraunder in that celenidar month, togethar with a request for payment by each
Jolnt-Operalor of fts propartionate share theraof, insofar as such amount Is not secured by Subclause (8} of this
Clause, A Joint-Operator shall pay its share of such cash call to the Operator {or otherwise secure payment thereof
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as provided in Subclause (a) above) on or biefare the twentieth {201h) day after its receipt of such estimate or by
the fiftesnth (15th) day of the calendar month 1o which such estimate relates, whichever is the later,

() The Cparator shall adjust each manthly bllling 1o reflact advances recaived from a Joint-Operator hereunder.
Cosls In excess of tha advances requestad hereunder shall be billed and pald by the Joint.-Operatots pursuant to
the Accounting Procedure. Amounts advancad by the JolntOperatars in excess of actual costs shell be relundad
by the Operalor with the related bllling for the menth in which the advance was pald. Any such excess amounts
net rafunded shall, at the optich of each Jolnt-Cperator, bear interest (payable by the Oparator for the account of
that Joint-Operator) on the same basis as Is provided in paragraph 505(b) ().

FORECAST OF OPERATIONS — The Operaler shall, from time to time af the raquest of a Joint-Operator, provide the

Joint-Operators with a written forecast oullining all operations which il propeses o eenduct for the jolnl account during the
farecast period (which shall be not less than thres (3} months and not more then twalve (12} months), together with the
estimated costs thereof, Such forecasts are for informational purposes only and shafl not commit the parties to make the
expenditures descrbed therein,

505

OPERATOR'S LIEN —

(a} Effactive from the data of the Agreement, ihe Operator shali have a lien and charge, which is firsl and prior
1o any other lien, charge, mortgage or other security Interest, wilh respect to the interest of each Jalnt-Operator in
the [oint lands, the wells and equipment thereon, the petroleum substances produced thersfrom and any production
tacilitles, to secure payment of such Jolnt-Operator's propertionate share of the costs and expenses incurred by the
Operator lor the jeint account,

{by If a Joint-Operator fails to pay or advance any of the costs or expenses incurred for the folnt account which
are lo be pald or advanced by it wilthin the time perlod prescribed by the Accounting Procedure or Clause 502 or
503, as the case may be, the Operator may, without Jimiting the Operator's other rights as contained in this Operating
Procadure or otherwlse held at law ar in equity:

{i charge such Jolnt-Operator sompound interest, as computed monthly, with respect to such unpaid
ameount from the day such payment is due uniil the day it is paid, at the rate of two percent (2%)
per annum highet than the rale designated as the prevalilng prime rate for Canadian commercial
leans by the pringipal Canadian chartared bank used by the Operalor, regardless of whether the
Operalor has notilied such party in advance of its Intenlion to charge interest with respect to such
unpaid amount;

(il withhold from such Joint-Operater any further Information and privileges with respect to operations
conducted hereunder, which information and privileges shall be conveyed or restored, as the case
may be, to such Joint-Operator upon such default being fully rectified;

(i)  set-off against the amount unpaid by such defaulting Jaint-Operatar, any sums due or accruing to
such Joint-Operator from the Operator pursuant to this Operating Procedura or any other agreement
" between the Operator and such Jolnt-Oparator, whether executed before or after the effeclive dale

of the Agreement;

{iy malntain an action or actions for such unpald amounts and interest thereon on a continuing basis
as such amounts are payable, but not paid by such defaulting Joint-Operatot, as if the obligation
o pay such amounts end the interest thereen were liquidated demands due and payable on the
relavant date such amounts were due to be paid, without any right or resort of such Joint-Operator
to seb-off or countsr-claim;

(v} treat the default as an immadiate and automaltic assignment te the Operator of the proceeds of the
sale of auch JoInt-Operatar's share of pelroieum substances preduced hereunder. Service of a ¢opy
of this Qperating Procedure upon a purchaser of such petroleurn substances from such Jolnt-
Operatar, togelherwith writlon notice from the Opevalor, shall conslitute a wiitten irrevocable direction
by the Joint-Operator to any sush purchaser to pay lo the Operalar the praceeds from any such sale
tp to the amount owed te the Operator by such Jeint-Oparator hereunder (Insluding any accrued
interest wilh respect thereto), and such purchaser is authorized by such Jelnt-Operater o rely upon
lhe statement of the Operator as to the amount so owed lo ) by such Joint-Opersalor; and

(v  enforce the lien referred fo In Subelause (a) of this Clause by taking possesslon of or using iree of
charge all or any part of the inlérest of the defaulting Joint-Operator in the joint lands, in all or any
part af the praduction tharefrom and equipment thereon or in any productien fecilities and all rights,
powers and ptivileges of such Joint-Operator in connectlon with such interest until such default is
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fully rectified. Notwithstanding the provisions of Clauses 601 and 2401, the Operator may sell and
disposs of any Intarest, production, equipment or production facility of which it has so taken
possassion, either in whole or In part or in separata parcels, at publlc auction or by private tender
at a time and on whatever terms it shall arrangs, having flrst given at least 1en {10) days’ prior written
notlce 10 such JointOperator of the time and place of the sala, provided that the Operalor may only
soll such interest, production, equipment or production facllity to such parson or persans for such
prica and on such conditions as the Operator detarminss are reasanable, having due regard, inter
alia, to the possible recovery of funds for such Jolnt-Operator in excess of the amount owed by it
hereunder. Such sale or other realization shall be without prejudice to tha Operator's claim for
deficiency and shall ba frae from any right of redemption on the part of such Joint-Operator (which
fight is hereby walved and released), and such Joint-Operator alse walves all formalities prascribed
by ouslom ar by law with respect 1o such sala or other realizetion. The praceads of the sale shall
be first applled by the Operator In payment of any emouni required to he pald by fhe defaulting Jolnt-
Operator and net paid by it hereundar {Inoluding any agcrued Interast with respect thereto), and any
balance remaining shall be paid to the defaulting Jolnt Operator after deducting reasoneble costs
of the sale. Any sala made as aforasaid shall be a perpetual bar both at law and In equity against
1he defaulting Jolnt-Opsrator and its assigns and against all othar persons claiming an Interest [n such
property or any porllon thereof sold as aforesaid by, from, fircugh or under the defaulting Jolnt-
Operator or lts assigns,

Hewever, the Operatar may not exerclse the rights granted in paragraphs (i) - (vi) of thls Subclause whh respect
ta sueh default until at least thirty (30) days following the issuance of & notive ta such Jolnt-Oparatar specifying such
defadlt and requiring the same to remadied.

{c) The obligatlon to pay Interest at tha rate speclfled in Subclause (b} with respect [o a default is to apply until
stich default Is rectitied and shall not merge inte a judgement for principal and Interest, or either of them, The partles
waive tha application of any Ragulations to the contrary, Insofar as such walver is permitted by the Regulations.

(d} Books and records kept by the Operator for the joint account shall constitule prima facie proot of the
existence of any financial default hereunder, subject, however, ta the rights of inspection and audit provided for
elsewhere in this Operating Procedure. :

(e} If the Operator is the party which defaulis in paying its shere of any cost or expense incurred for the joinl
account, the other parties may appoint a parly as representativa ad hoc of those parties, pending the appolniment
of a new Operator pursuant to Adicle Il. Such party thereupon shall be entilled to exerclse any of the rights and
remedies otherwise avallable lo the Operalor pursuant to this Opeorating Procedure, mutatis mutandis, in order to
rectify such defauit,

506 REIMBURSEMENT OF OPERATOR ~ il the Operator has not received full paymeanl of a Joint-Operator's share of the
costs and expenses of Joint operatlons within three (3) months following the date the payment was due, sach other Joint-
Operater, upen being billed therefor by the Operaior, shall contribite a fraclion of the unpald amount, excluding interest
theraon, which frastion shall have: :

(3  a&s its numerator — the working intarest of stich Jolnt-Operator; and

(i} as its denominalor ~ the aggregate working interasts of all parlies except the defaulling Joint-
Operator, .

Thereupon, ensh such contributor shall be proportionately subrogated 1o the Opaeratot's rights pursurant to Clause 505 and
1o 1he interest thereafier payable thereunder on the unrecoverad portlon of its contributton.

807 COMMINGLING OF FUNDS — The Operator may commingle wilh its own funds the moneys which it recelves from
or for the account of the Joint-Operators pursuant to this Operating Procedure, Notwithstanding thal meneys of a Joint-
Operator have boan commingied with the Operator's funds, the moneys of a Joint-Operator advanced ot pald to the Operator,
whethar for'the conduct of operations hereunder or as proceeds from the sale of production under thls Operating Procedurs,
shall be dgamed fo be trust moneys, and shall be appliad only 1o thelr Interded use and shall in no way be deemed o be
funds belonging to the Operator, olher than in its capacity as the Joint-Qperators’ trustea,
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ARTICLE VI

OWNERSHIP AND DISPOSITION OF PRODUCTION

EACH PARTY TO OWN AND TAKE {TS SHARE — Each parly shall own its proportionate share of the petroleum

substances produced from weils operated lor the joint account. The Operaler shall measure and deliver inle the possession
of each parly, as and whep produced al the first point of measurement, the proportlonste share of petroleum subslances
owned by that party, exclusive of production which has been unavoldably losl and production which may be used by the
Operator In producing operatlons respecling the Joint lands. Each parly shall, at its own expense, have the right 1o take in
kind and separately dispose of lts proportlonsate share of such preduction. Each Jaint-Operator shall provide the Operator
with such information respecting such Joint-Operator's arrangemants for the dispesitlon of s share of production as the
Operator may reascnably require to fulfil its abligalions hareunder.

602

PARTIES NOT TAKING IN KIND -

{a) Notwithstanding Clauso 601, to the extent that a Joint-Operator daes not take in kind and separately dispose
of Its share of production heraunder or advises the Operator that it will not be fulfllling that obllgation, the Operator
shall have the authority, but not the obligation, 10 dispase of such portion of the non-laking pary’s shate of
preduction, as the agent of the non-taking parly, pursuant lo any of the lollowing optlons:

(  the Operalor may self such production at the same price which the Operator recaives from a third
parly under en arm's length sale contract for its own share of production, and anceount to the non-
taking party for the proeeeds of the sale applicable to the production sold on ils behalf, less all direct
processing and transportation expenses pertaining thersto and the applicable marketing fee prescribed
by Clause 604; or

(i) the Operator may sell such production at a markel price to a third party In an arm's length
transaction, and account te the nen-taking pariy for the proceeds of the sale, less all direct processing
and fransportation expenses perfaining to such production and the applicable marketing fee
prasoribed by Clause 604; or

{ii  the Operaler may purchase such produstion for the Qperator's own account {or the aceount of an
Affillate) at a market price.

Insofar as the Operator disposes of all of & pertion of a non-laking party's share of production pursuant to this
Subclause, the Operator shail advise that party of the option pursuant to which the Operator disposed of that party's
production within ohe {1} month of the cemmancement of thal disposition.

&) The Opsrater may not purchase production pursuant to paragraph (a){iily of this Clause under any
srrangemant which has a term exceading one {1} month, unless such arrangement is lerminable at any time en not
greater than one {1} monih's nolica by the non-taking perly to the Operalar without ah early termination penalty or
other cost. I, pursuant to paragraph (a){i) or (If) of this Clause, the Operator proposes to enter into a sales contract
which either has a term greater than ene (1) month or is not so terminable at any Yime on nolice of ene (1) month
ar less, the following shall apply:

(i the Operator shall netify the non-taking pary of such imlenlion and provide it with a summary of the
terms of the proposed contrast in sufficient datail to enable 1he non-taking party to determine whelher
i wishss thal pertion of its share of production not being laken In kind and separataly dlsposed of
by it sold pursuant to the proposed conlract;

{i) the nontaking party shall notify the Oparator within ten (10) days of the recelpt of the Operalor's
notice whether it consents {o having such production sold under such conlract, provided that fallure
of the non-taking party to notify the QOperator of its pasltion within such period shall be deemed to
bo the consent of the non-taklng party to the sale of such praduction pursuant lo sush contracy;

(i}  if the non-taking party consents to having such produclion sold under such contract pursuant 1o the
preceding paragraph, the Operalor shall sell such preduction under such centract. If the non-taking
party does nat consent 1o having such produstion sold pursuant te such contract pursuant to the
preceding paragraph, the non-teking party shail stata in its notice whether it intends to commence
laking such production in kind and separately disposing of the sams, and, if so, it shall promptly
supply the Operator with the information required by it pursuant 1o Clause 801; and
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{ivi i the non-taking party doas not consent to having such producfion seld under such contract pursuant
to this Subcluuse and does not proceed to take such production In kind and separately dispose of
the same, the Operator may dispose of such production pursuant to Subclause (a) of this Clause.

Mo contract described in this Subolause, howevar, shall have a torm exceeding one (1) year without the consent of
the non-taking party, unless that conlract rmay ha terminatad by the Oparator af any time on nat greater than one
(1) year's riolice 1o the applicable purchaser.

{c) if a non-taking party proposes to commencs to exerclse its right to take In kind and separately disposa of
its share of production hereunder, it shall give notice of such intention to the Operator and shall promplly supply
the Operaior with the informalion required by it pursuant to Clause 601, Such notice shell be effactive either at the
end of the tarm of any sale agreentent pursuant to which such praduction is belng sold by the Operalor or at the
date such agreciment is terminaled, if tarminable by the Operator at an sarlier data. Howaver, such notice shall not
be effactive with respect to an agresment which is termlnable by the Operator, unless the Operelor has recelved such
rofice at least fifieen {15) days prior to any specified dala upon which the Operator is required 1o serve notice to
the applicable purchaser to lerminate such agraement.

803 OPERATOR NOT TAKING IN KIND — To tho extent that the Oparator elther is the party who does not take in kind
and separalely dispoese of lis propotilonate share of praduction or the Operator does not intend to disposa of production nol
being taken In kind by anolher Joinl-Operator pursuant to Clause 602, the Operator shall advise the other Joint-Operalors,
in a limely manner, of the infarmation recjuired by them to exercise thair rights pursuant to thls Clause 603. In such event,
the Joint-Operalors, or any one or more of them, shall have the same rights and oblfigations, mutatis mutandis, with respeet
to such share of production as tha Operator has with respect to & Joint-Operator's share of production under Clause 802,
[nsofar as the provisions of this Clause are applicabla and the Operstor requires inatructions respecting production and
markeling to glve effect to This Clause and, if applicable, Clause 602, the Operator shall fallow the Instructions which are given
by the parties marketing production on behalf of the Operator and, if applicatle, any other party hereunder. Two or more
Joint-Operators exercising thelr rights under this Clause shall do so In propottlan to thelr working inlerests, and shall atternpt
to coordinate their plans for the disposition of such production In such a manner that the instructions to be provided lo the
Operator with respect to such producilon shall be consistent. For so long as tha Operatar continues 1o be a non-taking party,
it shall advlse the other patties perlodically when and how i proposes lo take in klnd and separalely dispose of its share of
produclion pursuan! te Clause 801, if the Operator commencas to take Its share of production in kind and separalely dispose
of ihe same, the Operator thereupon shall have the right to sall a non-taking patty's share of production pursuant to
Clause 601 lolfowlng the termlnation of eny contract entered into on behalf of such non-taking party In accordance with
Clauses 602 ard 603.

604 MARKETING FEE — Te the extont that a party fails to take in kind and dispose of sl or a portion of its share of
productlon and such production Is disposed of alther by the Operator pursuant to paragraph 602{a){j} or (I} or by another
Joint-Operator pursuant to Ciause 603, olher than by way of a transaction deseribad In paragraph 602(a) (iii), the party so
markeling such production shall be entitled to charge the nen-taking party the markeling fee in ALTEANATE __ below
(Specify A or B), namaly:

ALTERNATE - A;
The party so markatlng such production on behalt of a non-laking party may chargs that party a marketing fee equal to 2.5%

of the sale price of such production, calculated at the wellhead.

-OR-

ALTERNATE - B:

The party so markeling such productlon on behalf of a nontaking parly may charge that party a markeling fee which is either
a percentage of the sale prlce of such production, calculsted at the wallhead, or a specified fee, being {specify one option
for each item):

{8) inthe case of petroleur, % or § Jm?;

{6}  in the case of nalural gas, - %or$ HPm;

(c) In the case of natural gas liquids and subsiances ofher than patraleumn and natucal gas {buf not including
sulphur), % or § fm? and

(d) In the case of sulphur, % or § /t.
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605 PAYMENT OF LESSOR'S ROYALTY - Each party shaill pay or cause to be paid the Lessor's royally and =l other
peyments required pursuant to the title documents which are atliibutable o Rs proporionate share of the production of
peireleum substances hersundsr. However, the party dispoesing of s non-taking party's share of preduction pursuant to
Clause 602 or 603 may pay the royalty attributable lo that share of petroleum substances direclly to the Lessor on behalf of
the non-laking party, In which casse the amount so pald shall be deducted from amounts owing to the non-teking party
pursuant ta Clause 606.

606 DISTHIBUTION OF PRQCEEDS ~ Sublect to the foregoing provislons of this Article, a pany that disposes of ancther
party‘s share of production pursuant to Clause 602 or 603 shall forthwith pay the proceeds of such sale, fess all direct
processing and transporiation expenses pertaining to such praductien {if known st such fime) and any applicable marketing
fee prescribed by Clause 804, to the parly an whose behaif such production was sold, and shall include wilth such payment
a slatement showing the manner in which the amount was caleulated. H the disposing parly does not pay such ameunt within
ten (10) days following fts recelpt or, If not previously deducted from the proceeds of such sale hereunder, the non-taking
party does not pay the direct processing and transperation expenses applicable fo such production within thirty {30) days
of being invoiced tharefor by the dispesing party, the provislons of Subelause 505(b) shall apply, mutatis mulandis, between
the non-teking party end the dispesing party with respect to such outstanding amounts. Proceeds of sale of a parly's share
of production pursuant to Clause 802 or 603 and the applicable marketing fee prescribed by Clauss 604 shall be determined
by reference to the volume of production taken by sach party In a month.

607 AUDIT BY NON-TAKING PABTY — To the axlent only that a party sails all or & portion of the share of production of
a party which does not take In kind and separately dispose of the same hereunder, the audit provisions of the Accounting
Pragedure shall apply, mutatis mutandis, with respect to such sale between the party who sold such produstion and the party
on whose behalf such production was sold, provided that the party who sold such preduction shall not be requirsd to provide
the auditors with access to any contract deseribed in paragraph 602(s){i).

608 DISPOSING PARTY TC BE INDEMNIFIED - In the event a party does nol \ske In kind and separately dispose of its
share of produciion and another party disposes of such production on behsalf of the non-laking party pursuant to thls Artlcle,
the non-teking party shall Indemnify the disposlng party with respect to any Injury, loss or damage which the disposing party
may suffer with respect to such sale by virtue of defects in the non-taking party's fille to such production.

AHATICLE VI|

OPERATOR'S DUTIES RE CONDUCTING JOINT OPERATIONS

70 PRE-COMMENGEMENT REQUIREMENTS - If the Operalor proposes to conduct a Joint operatlon, the following
conditions shall apply:

(m) The Operator shall submit an Authorily for Expanditure for such operatlon to each Jeint-Oparalor for ils
approval, if required by Clause 301, Such Autherity for Expenditure shall be void unless It has been approved by
all of the Jeint-Operaters within forty-five {45) days of belng submilted 1o them by the Operator, The Operator shall
promplly advise the Joint-Operators whether such Authorily for Expenditure has been approved by all of the
Joint-Operators,

()] An Authority for Expenditure which wes approved by the partles shall be vold if the operation to which it
relales Is not commenced within the later of one hundred and twenfy (120} days following the dale the Authority for
Exponditure was submitted 1o the other parties by the Cperator or forty-flve {45) days following the anticipated date
of commencemant specified tharein with respect to such operatlon, as the case may be, provided that in no event
shafl such operation be commenced later than one hundred and ¢lghty {180) days following the submisslon of such
Authority for Expenditure fo the paries by the Operator,

{c) Submisston or approval of an Authority for Expenditure shall not preciude any pary from giving an operalien
notlee under Glause 1002 with respect to the operation proposed in the AFE. However, approval of he Authority

for Expenditure by all paries betore explration of the response parlod provided In Clause 1002 with respect to that
operaiion naolice shall nullity such operation notice,

<) tf the operation is the drilllng of a well for the joint account, the Operator sheil submit 1o each Jaint-Operator
al [oast lorty-eight (48) hours prier fo the commencement of the well:

{i) written notice of intenifon fo spud such well;
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(y a copy of the plan of sach well |acafion sutvey, the applicalion for the wall licence and, when
ovallable, a copy of the well licence; and

(I = copy of the proposed pragram of drilling, coring, logging, testing and casing the well, and, subjact
to Aricle X, a Jolnt-Opsrator shall be deemead to have approved the program, unless it nofifies the
Oparatar to the contrary within seven (7) days of receipt of such program,

DRILLING INFORMATION AND PRIVILEGES OF JOINT-OPERATORS — During the drllling of & well for the joint

account, the Operator shall provide ta each Joint-Operator:

703

{n) immedtate notice of the spud data of the well;

(b the surface elovaiion of the well;

{) dally drilling and geclogical reports;

{d) access to the Operator's set of samples of the cutlings of formalions penheirated and a complete sample
descriplion, or, if speclfically requested by a Jolnt-Operator, a complete sel of samples of the cuttings of the
farmations penelrated for its own retention;

(o) access to all cores taken and copies of any core anslysls conducted for the joint account;

{h immediate advice of any porous zones with showings of petroleum substances encountared and the proposed
tests, if any, o be run on these porous zonas;

(9) a reasonable opporlunity for each Jolnt-Oparater to have a representative present fo witness and abserve
any lests condusted pursuant to Subefause () of this Clause;

(h access o aach well, Including dardck flaor privileges as set forth in Clause 307; and
i eslimalas of cutren! end cumulative costs incurred for the Joint account.

LOGGING AND TESTING INFORMATION TQ JQINT-OPERATORS -- Upon a well being drilled for the joint account

teaching total depth {or during the drilling of the well, f any such oparations ara to be conducied prior te the well reaching
its projecled tolal dopth}, the Operator shall:

704

(a) test it in accordance with the approved program;

{b) make such futther tests as are waranled In the circumstances, of any poraus zones with showings of
petrofeum subslances encountered or Indicated by any survey and pravide each Jolnt-Operator with a reasonable
oppoitunity fo have a rapresentative present to whness and abserve any such tests;

{c) take ropresentative mud samples and difilstern test fluid samples in order 1o obtail accurate reslstivity, mud
filtrate and formation water readlngs and supply each Joint-Operator with the information pertaining thereto ina timely
mannar;

(& supply eash Joint-Operator, In a timely manner, with ceples of the drillstem test and service repott on sach
drillstem test run, including coples of pressure charts; and

{e) run all log sutveys agreed upen among the Joint-Operators, supply each Joint-Cpetator, in a timaly manner,
with copies of each log so run and provide each Jolnt-Operator with a reasonsble opportunity 1o have &
rapresentative present to witness and observe any such surveys.

WELL COMPLETION AND PHODUGTION INFORMATION TO JOINT-OPERATORS — During any complation operation

conducted for the jolml account, the Oparator shalk:

{a} complete the wsll in accordance with the approved program and supply each Joint-Operator with current
reports on all completion activiies which, withoul restricting the genorality of the foregaing, shall include:

{} asummary of the casing program;
{i}  tho location and density of perforations;

(i)  details of formation treatment and stimulation;
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(Iv) resulls of back pressure lests;
() dally completion reparts; and
{(v[) ostimates of current and cumulative costs incurred lor the joint acoount; and

{b) promptly provide each Joint-Operalor with all relevant Informetion pertaining to any formation tests ard
production tesls conducted on the well and daily advice as to the natwe, rate and amount of petroleum substances
and other fluids produced from the well.

705 WELL INFORMATION SUBSEQUENT TO COMPLETION — Subsequent o the completion of any well completed lor
the joint account, the Operator shall supply to eaoh Joint-Operator:

{a) copies of any directional, temperature, caliper or other well suivays ¢onducled for the Joint aceount;
) coples of any petroleum, natura! gas, water or other substance analyses made with respect to the well,

provided thal If the Operator does not make analyses of water and petroleum substances, representative samples
of water and petroleum substences (other than natural gas) racovered from each tes! shali be supplied;

(o) a somplete summary of the drilling and completion of the well;
(d) written notice of the commancement of production of any of tha patroleum substances frorm the well; and
() Initlal production rales and the nature, kind, and qualily of pelroleum substances and any other substances

produced from the well.

706 DATA SUPPLIED IN ACCORDANCE WITH ESTABLISHED STANDARDS -- The Operator shall supply all data to be
provided to the Joint-Operators hereundsr in a¢cerdance with established industyy standards,

707 ADDITIONAL TESTING BY LESS THAN ALL JOINT-OPERATORS — After giving written nolice to each of the olher
Jolnt-Operators of its intention o do so, any Joint-Operator may, at its sole risk and expense (including rig cosls), conduct
sush other or additional tests of its chocsing in a well to which it Is entitled to have access hersunder, unless the Cperator
advlses such Joint-Operator that, in the Operalor's opinion, the hole Is not In salisfactory conditicn for that purpose. Subjecl
always 1o Article IX and Clauses 1017 and 180+, the Joint-Operator so conducting any such tests shall retain all rights therslo
and shal! not be required to make the resulis thereof avallable to any other Joim-Operator pursuant o this Operating
Pracedure.

708 APPLICATION OF ARTICLE Wil WHEN OPERATION CONDUCTED BY LESS THAN ALL PARTIES -- if an oporation
hersunder is not conducted ior the jeint aceount, the provisions of this Atticle VIl shall apply, mulatts mutandis, among lhose
paties padicipating therein.

ARTICLE Vil

ENCUMBRANCES

801 AESPONSIBILITY FOR ADDITIONAL ENCUMBRANGCES - I the working inletest of a party is or becomes encumbered
by any royally, overrlding royalty, production payment ar other charge of & similar nature, other than the rayalties payable
to the granlor of the title documents and any charge to be borne for the jolnt account pursuant to elther the Agreement or
the agreement of the parlles, such party shall ba solefy responsikle for such additional encumbrance, In the evenl of any
surrender, forfelture or production penalty provided for in thls Operating Procedure, such surrendered, farfeited or affected
interest shall be freed of any such additional encumbrance caused, sufferad or crealed by or through such parly {or is
predecassor in interest) at the sole cost and expense of such party, and such parly shall indemnify the other pariies for any
losses they may suffer &s a result of the failure of such parly to fuifill the obligatlon to remove such additional encumbrance,

802 EXCEPTION TO CLAUSE 801 — Notwithstanding the preceding Clause (but subject to the provisions of the
Agreement}, ihe obligation to remove an additional encumbrance and to indemnify the other pariies with respect thereto shall
not apply, insofar as such edditional encumbrance is created pursuani to the provisions of the Agreement or [s speciflcally
acknowledged therein to ba a charge applicable to a parly's working Interest which shall continue fo apply to such werking
interes! following the application of the surrender, forleilure or preductlon penally provisions heraof to such werklng Interest.
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ARTICLE X
CASING POINT ELECTION

901 AGREEMENT TO DRILL NOT AUTHORITY TO COMPLETE — Agreement by the parties to drill or deepean a well for
the jaint account shall not be deamed o Includa agreament by any Joint-Oparalar o particlpate in the setting of production
vasing, the atempted complelion of the wall or any campletion program set forth in the Authority for Expendiiure submmitted
pursuant 1o Subclause 701(a).

a02 ELECTION BY JOINT-OPERATORS RE CASING AND COMPLETION —

[1:)] The Operator shall Immediately notify the Jolnt-Operators when a well being drilled for the joint ascount has
been driled to the authorized lotal deplh and the logs and lasls conducted pursuant to Artlcle VI have been run.
The Operator shall also natify the Joint-Operators at such ime of the Operator's proposed program for completing
the welt and forthwith provide an AFE tharsfor.

(b) Subjact to Subciause 1002(c), each JolntOporalor shall have a period of twenty-four (24) hours afler both
the logs and resulls of the tests in which it paricipated and the Operator's proposed complellon program respecling
the well have been made available to It, to inform the Operator whather it wishes to parflclpate [n the selting of
production casing and a completion attempl, Failure to reply to the nolice from the Operator within such period shall
be deemed {o be an election by a party 1o paricipate In such completion attempt. H a pary which elescts to
partislpate in the completion attempt fails to abject to the Operator's proposed compietion program by nofice to
the Jolnt-Operators withln such perled, that pary shall be deemed 1o concur with that program. H the Operatar
propases fo alter the proposed completion program materlally as a result of a party’s objection to the Operalor's
propased pragram, the Operalor shall Immediately notify all parties, and each pary shall have the right for twelve
{12} hours following the recsipt of such notice to re-elect fo participate in such completion attempl. Notwithstanding
the forsgoing portion of this Subclause, i Allernate 903A applias and a parly's oblastion to lhe Operator's propesad
completion pragram is that such parly wishes to limit Hs partleipation in such eperation 10 the setting of production
casing and the suspenslon of the well, that parly may so llmit lis particlpation in such operation. In stich evenl, the
cost recovery prescribed by Altornate S03A with respect to such parly’s limlted particlpation shall apply only lo that
portion of the costs of such compistion attempl not assumed by such parly, if one or more of the other parties
procead o conduct such complation altempt at such time,

(c) If one or mere Joint-Oparatars elect to participate In the complatlon attempt, the parleipating parties shall
proceed to run produation casing and attermpt to comiplote the well far the taking of pefroleum substances, If none
of the Joint-Operalors elect to participate in the completlon attampt, the Operator shell abandon the well,

(d) Notwithstanding the foregoing Subclauses of thls Clayse and Clause 803, in the event the Operator's
propesed pregram pursuant to this Clause Is the setting of production casing Int the well and the suspension of the
well, so that the woll may be re-entered at some unspecified laler date for the conduot of an unspeeified completion
pregram, the approval of a Jeint-Operator lo participate in such program shall not constitule the approval of that
Joint-Operater to participata In the attempted completion of such well at such time as it may be conducted, and
Clause 1008 shall apply to such subsequent re-entry and completion attempt,

203 LESS THAN ALL PARTIES PARTICIPATE -- f ahe or more, but not all, of the parties slact to set production casing
and atlempt to complate the well and the well Is completad for the laking of pstroleum subslances in paying quantities,
ALTERNATE below {Speciy A or B) shall apply, namely;

ALTERNATE - A:

The selting of production casing and ihe completion attempt shall be consldered an Independent cperation under the
provislons of Article X (including the provisions of Clause 1009 if the well is abandoned before the penalty in Clause 1007
ls recoverad), as if the independent operation were with respect to a development well ar an exploratory well, as the case

may be, provided that the ditlling costs of the well shall not be considered when calsulating the ameount recoverable pursuant
to paragraph 1007 {a) {v).

-08-
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ALTERNATE - B;

Each party not partioipating In the setting of produstion casing and the complatlon attempt shall assigh to the parties that
paid such non-parlicipating party's shere of such costs, all of the assignor's Interest in the specing unit of the well, insofar
only as it relates to the zone In which the well Is so completed, subject to Clause 1015. The assignees shall forthwith pay
1o the assignors the latter's share of tho eslimaled salvage value of the materlal and equipment placed in or on the wsll prior
to commencement of the completion atlempt.

904 ABANDONMENT OF WELL - I one or more, but nol ali, of the pariies elect to set production casing and attempt
to complete the well pursuant to Clause 903 and the panlicipating partias in such complstlen attempt then propese ta abandon
the wall within six (6) meonths of the expity of the twanty-four (24} hour period providad in Clause 902, ihey shall so notify
the nen-participating parties. Such abandonment shalt be for the jeint aceount, except that:

(a) the participating parties in tho complstion atlempt =hali bear all exira costs of the abandonment incurred by
reason of the completion etlempt; and

(b) income received by the participating partles from the sale of patroleum substances produced from the well
within such six (6) month period and any amounts received from the sale of salvable material and equipment shall
firstly be applied to abale costs Incurred by those parties in the somplelion attempt, and the excess, if any, shall
be a credit for the jolnt aceount.

It the well Is not abendoned within such slx (8) menth perlod, the pariicipating parlies in the setting of production casing and,
if applicable, the completion attempt shall be solsly responslble for the costs of abandoning the well, subject, If applicable,

to the reasquisition of parlicipation in the well by a non-patticlpaling party pursuant to Clause 1007 or 1008, as the case may
be.

905 PRCVISIONS OF ARTICLE X T APPLY — The provisions of Atticle X shall apply, mutatis mutandis, to operations
conducted pursuant to this Article by one or mors, but ned all, of the parties, except to the extent that those provislans wotlkd
conflict with those contained in this Adicle IX.

ARTICILE X

INDEPENDENT OPERATIONS

1001 DEFINITIONS - [n this Atticle, the following wards and phrases shall hava the following respective meanings, namely:

(e “independant eperation” means an operation to be conducted hereunder by less than all of the parties.
(b) “non-participatlng pary” means a party which does not pariclpate in an independent operation,
(c} *operation notlee” means a notice of inlenfion to conduct an indepandent operation.

{d) "participating party' means a parly which paricipates in an independent operation.
{=) "proposing party™ means the parly or parties which issue an operation notice,
M ‘racelving party" means a party which receives an operatlon notica,

1002 PROPQSAL OF INDEPENDENT OPERATION —
{a) The parties normally shall consult with respect to decisions to be made for the exploralion, deveiopment and
operalion of the Joint lands. Whether or not such consultation has occurred or has been requested, a parly may
at any time bacoms a proposing party and give to the other partles an operatlon notice for an operallon on or with
respect to the joint lands or the construction or installation of & productlon facility, including thereln or therewith:

(M the nature of the aperation;

{i)  the proposad localion of the opermation;

@i}  the anticipated time of commencement and estimated duration of the operatlon;
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{v)  the olassificalion, if applicabls, of 1he operailon as a development wall or exploratory well and the
applloation of Clause 1010 thersto, if any; and

() anAuthority for Expendfure, providad that an Authority for Expendilure olherwise submltted hereunder
shall nol in iiself ba construed as an opetalion nolice unless i is specifically part of an operation
notice served pursuant to this Arlicle X,

{b) A recoiving parly shall be deemad lo have alected not to particlpate In the operation proposed in an
operation nolice unlass, within thirty {30) days after receipt of such operation notice, that receiving parly has given
notice to the proposing party that il elects to padicipate [n the aperation. However, if the oparation notlce states that
tive oparation Is to be conducted for the purpese of evalualing lands spenified thereln which aither have been offered
for public tender by a governmental authority or which it is known will be so offerad within sixty (60) days afler
receipt of he operation nallee, such thirty (30) day pariod shall be reduced to fifteen (15} days, provided that no
aperation shall be considered as balng condusted for such evaluation if none of the lands propased to be evaluated
are within 1.6 kilomelres of the locatlon of the proposed well. Notwithstanding the foregoing portion of this
Bubclause, if the operation nolice pertains to a proposed deepening, plugging back, whipsloaking, re-entry and
completion of a suspendad woll, recompletion or reworking pursuant to Glausa 1008, the drilling or sewvice rig to
be used in such opeiation |s then at the looation thereot and the opsratlen notlee states that such rig is se locatad,
such thirty (30) or fifteen (15} day respense perlod shall be reduced (o forty-eighl (48) hours, during which peried
all incremental expenses accruing as & consequenca of the issuance of such operation notice, including, without
restrleting the generality of the foregoing, standby time, shall be for the account of the proposing parly and, if
conducted, the other participaling padtiss.

(9) The participating parlles shall have the right to perticipate in the Independent operation in the propartions
that their raspective working Interests bear ane to the other, and a pariclpating party which does nat elect ta limit
Its paricipation in such aoperation shall ke deemed to have elected to parllcipate to the extent of its worklng inferest,
Increased by fis propertlonate shara of the unassumed percantage of paricipation respecting such operatlon, A
proposing party, In the operatlen notice, and a receiving party, in its response thereto, may elecl to parisipats In
the Independent operation only to the exient of its working interest or only to the extent of its working Interest
Increased by its proportionate share of tha unassumed percantage of paricipation respecting such oparation, with
a limitation as to the maximum amount of such [ncreased parficipetion such parly Is prepared to accept. If there
remains an unassumed percentage of participation respecting such operatlon following those elections, the propasing
party shall be deemed to have wilbdrawn the aperation notice, unlass the paricipating parties otherwise agrse 1o
agsume sueh unassumed percenlage of paticipation within five (5) days of the complation of such process if the
response period applicable fo the operation notlce is grealer than forty-eight (48) hours and wilhin twelve (12) hours
of the sompletion of such process if the response period applicable o the operation notice Is forly-elght (48) hours
or less.

{d) Once the applicable responsa perlod prescilbed by Subclause (b) above has expired or upon recelpt of the
respanses of all of the receiving parlies to tha operatlon notice, whichever first occurs, the propesing party shall
forthwith give notice to the parties specifying how the costs, risks and benelits of the operation will be shared
hereunder.

(e} A party may become a proposing paty with respect to more than one operation at any given time, and may
serve as many aperatlon notices as It so wishes and proceed ta conduct operations pursuant thereto, Howevar, no
single operation notice shall relate to more than ore wall, and the receiving parties shall not be required lo rospond
lo an operation nofice pertaining 1o a wall unjess and uniil sach operation notlce praviously served by that propesing
parly respecting a well focatod within 3.2 kilomelres of the proposed well has expired, been withdrawn or the
operaticn proposed thereunder has been completed and the inferrmation therefrom has been pravided to the recelving
narties, to the extent requltad by Clauses 1018 and 1019, If a parly serves more than one (f) operation notice at
one time, f shall, subject to the {oregoing provisions of this Subclause, stale the order in which the operalion
nolices are deemed te be received by the reesiving parfles, provided that f it {ails to spacify the order, the operation
notices shall be deemed 1o be received In accordance with Clause 2201.

foe3  TIME FOR COMMENGING THE OPERATION - The proposing party may begin the operation without waiting for the
appllcable tesponse period presciibed by Clause 1002 lo lapse, provided thal ihe propesing pary shall not be obllgated to
supply any informatfon with respect thereta 1o a receiving party until such tirme as it elecls to participate in such operalion.
Howaver, the propesing parly shail net commenge the operatlon mare than ninety (90) days afler the operation notice is
deemed fo be recaived by the recelving pariles, unless the operation is the construction or Inslatlatlon of a preduction facility,
in which oose the operation shall not be commenced more than one hundred and fifty (150) days following such receipl.
In the event the operation Is not commanced withln the applicable pariod, such operation notice thereupon shall be void,
unless and to the extent that the reveiving parties consent to the dalay of the commancement of the operalion. I the
operallon notice lapses in such manner, the proposing pary may sorve a new oparalion nofice for the operafion within or
after the expiration of such period.
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1004  OPERATOR FOR INDEPENDENT OPERATIONS - Notwithstanding enything to (he contrary contained in this
Operating Prooedure, lhe proposing party shall be the Cperalor with respact to any operation propased as an independent
operation, unlass the parties ctherwlsa agree of the proposing party would be disqualifled frem serving as Operator pursuant
lo Subclausa 202(a). I the Operator is a participating party, but not the proposing party, with respest to a well proposed as
an independent aperation, the Operator shall suceeed the propesing party as Operator with respect o such operation at the
completion of such operation or, i agreed by the propesing party and the Oparator, &l the catnplelion of a particular phase
of the opsration,

1005 SEPARATE ELECTION WHERE WELL STATUS DIVIDED —

(=) [f the propesed independent operation is the drilling of a'wall which would be In part a development well
and in pari an exploratory weli, the proposing pary shall identify the respective portiens of the well in the operation
notice, The propesing party shall also estimate the cosis separately for each portion of the well In the operation
notles,  For the purposes of such allocation of costs, the costs of tha development weli shall only be those costs
which would be anilcipaled fo be fncurred if the welt were bsing drilled and, it applleable, completed as a
developrment well only, and alt addltional costs anticlpated fo be incurred as a consequence of the well alse baing
drilled as an expforatery well {including, without restrictng the genarality of the foregoing, the ulillzation of any
special equipment or vasing to enable the well to be drilled 1o such depth) shall be allecated to that portion of the
well which will be an exploratory well.

(b} Each revelving parly electing to parliclpate in a well descilbed in the preceding Subclause shall alect 1o
participale to lhe extent only that It Is & development well or to the extent that It ls both a development well and an
exploratory well. Howsver, a parly which slecis to parilclpale in such well without specifying the extenl of its
parlicipation shall be deemed to have slected lo padicipale in the entlre wall,

(c) Il the participation In the well varies between the well as a development well and the weli as an exploratery
weli, the following shall apply:

{)  If the well is capable of praducing pelreleum substances In paying quantilies from at least ene (1)
zone In each of the development well and the exploratory well partlons of the weil and such
pelrolaum substances ¢an be produced simultanecusly from all such zanes through the well, the
Operator {or the parllclpating parties In the deepest producing zane shall operate the well. Il shali
apportion the operaiing sosts of the well to each zone on an equltable basls, and deliver to the
Operator for the participating parties In esch productive zone the total share of preduction from
stch zone. Each such Operalor shall account for such produstion te 1he respeclive participating
parties in accordance with Clause 1007, as if a separate operation had been candusted with respect
o each produsing zone.

(I} Notwithslanding anything 1o the contrary contained in paragraph (i} of this Subclause, if the well is
capable of produclg petroleum substances In paylng quanlities frem st least one (1) zone in each
of the development well and the exploratory well portions of the well, bul such petroleum substances
cannel be produced simultaneously from all such zones through the well, the parlicipating parties
in tha exploratory well portion of the well shall have the pre-emptive right to complete the exploratery
well portion of the well, Hewever, if those participating pattles exerclse such pre-emptive right, they
shall promptly relmburse the participating parties in the development well portian of the well all costs
incurred by them In drilling and, if applicable, campleting the well as a development well, Therealter,
the well shall be deemed lo ba & single eperation, ab Initio, involving the drilling of an exploratory
well only and conducted by the particlpating parles in the exploratory wail portion of the weli
pursuant fo this Adisle X. However, for the purposes of the application of Clause 1007 between the
particlpating parties in the exploratory well portion of the well and the parileipating paities in the
development well portion of the well, the casts so reimbursed 1o the latier shall be deemed to be
operaling costs and included as a charge under paragraph 1007(a){ii), and the amount prescribed
by paragraph 1007(a)(iv) with respect to those paries shall exclude the cosls of drilllng and, if
applicable, completing the wall as a development well,

1006 ABANDONMENT OF INDEPENDENT WELL -- If an independent operation is the drilling of a weli and the well Is not
capable of productlon of patrateum substances In paying quantities, the participating parties shalf abandon the well in a timely

marnel.

1007 PENALTY WHERE INDEPENDENT WELL RESULTS IN PRODUCTION - If an independent operation proposed [n an
operalion notice is the drilling of a weil, the following shall apply with respect thereto:

(8) i such welt is campleted for the production of petrolaum substances from one or more zones, lhe
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participating parties shall be enfitled to retain possessicn of tha well and all production from such zonas through
the well until the gross proceeds (calouloted al the wellhead) from the sofe of such preduclion squals the aggregate
of:

{ ene hundred percant (100%) of the Lessor's royalty and any overiiding royalties or other
enciimbrances thereon which olhsrwise would have been borthe for the joint aceount which are paid
with respect 1o such productlon, subjact to Subclause 1007 [b);

{i)  one hundred percent (100%) of the operating costs applicable to the well;
(i}  two hundred percent (200%) of the equipping costs of the wall; and

(iv) @& mulllple of the drilling costs and completion costs of the well as a development well or an
exploratory well, as the case may be, balng % with respect to a development weli and %
wiih respect to an exploratory well, provided that if such well was in part & develapment well and
In part an exploratory welt and such well was complated for produclion only as an exploratory well,
all of the drilling costs and complelien costs of such well shall bs desmed to have been incurred
solaly with respect to an exploratory well, except that, subject to paragraph 1005{g) (i), the costs of
drilllng and, if applicable, eltempting to complate the wall as a development well shail be excluded
far the purposes only of detarmining tha amount prescribed by this paragraph with respeet lo a party
which wes only a participating party wilh respect to the deveiopment well pattion of the well,

The Oparator for the participating paities shall nolify the non-parlicipating partles upon recovery of the proceads
prescribed by paragraphs (i) to {iv) of this Subclause not Iater than thirty (30) days fellowing such recovery. Subjest
te Subolause 102{(b), each non-paricipaling party shall have thirly (30} days fallowing recelpt of such netlee within
which to elect 10 accept or refuse parivipation In the well, the applicable zones and the production therelrom,
previded that faflure of a non-particlpaling parly to make an election within such period shall be deemed to be an
slection 1o accept such participation fo the extent of its working Interest in the spacing unit of the well, Subject to
Clause 1015, if a non-padlcipating parly refuses paricipatlon as above provided, it shall be deemed to have fofelted
its right of patticlpation in and 1o the well and to the spacing unit of the wall, insofar only as il relates to the
applicable zones and the production therefrem, to the patticipating parties therein. i a non-participaling party
elocts to accapt paricipation in the wsli, the applicable zones and tha production thereirom as above providad,
its partioipation shalt be equal to its working interast, and shall be effective as of the Hme when the gross proceeds
of produstion fiom the well equalled the aggregala of the amounts prescribed by paragraphs (i), (i, (i) and (iv)
of this Subclause, wharaupon the accounts of the parties shall be edjusted accordingly. Theresfter, the well shall
be held for the account of the parties then paricipating therein, and shall be operated by the Operator if il {s one
af the parlles so participating, or an Operator appeinted pursuant to Clause 1004 if the Operator has slected ta forfeit
Its interest in the well,

(b} Notwithstanding the praceding Subciause, in the event the working interest of one or more of the partles [s
encumbered by &n encumbrance not barne far the joint account which falls within the sxception in Clause 802, the
following shall apply to such addilional encumbrance for the purposes of the calculation in Paragraph 1007{a}{j):

{} if apanicipating pary's worklng Interest is encumberad by such an additional encumbrance, amounts
pald by that parilcipating party with respect to the application of such addilional encumbrance to the
production frem the relevanl well shall not ba Included In paragraph 1007(a) (i}, subject ta
paragreph (il} of this Subelause; and

(i) if a non-participating party's working interest is sncumbered by sych an addilional encumbrance, the
paricipating padles shall make the required payments with respeci to the appllcation of such
edditional enoumbrance 1o the produclion frem the relevant well. As between only that nen-
participating party and those particlpating parties recsiving the assignment of the production
altribulable to that non-particlpaling party's worklng interest pursuant to this Clause, one hundred
and fifty percent {150%) of the amounts so paid on behalf of that nen-participating party shall be
included In paragraph {a} {i}.

{c) Throughout the period that the participating parties ars retaining praduction from a well pursuant te Subclause
{a) of this Clause, the proceeds from such production shall be applied on a current basis and In order, to
paragraphs (i}, (i}, (i} and (v) of that Subclause.

{d) if any sash conlributions are recaived by the partlcipating paitles pursuant to Clause 1802 with respect 10

the ralease of informalion respacting & well drilfed as an indepandent operation, the contribution shall be credited
la paragraph {a)(iv) of this' Clause to reduce tha cost thereef for the calcutation of 1he penally relating thereto.
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() Notwithstanding anything to the sontrary contalned in this Arllele, no sash payments, incentives, grants,
credits, walvers, exemplions, abatements or other bensfits received by (or available te) the parlicipating parties
pursuant to the Regulfations with respect 1o an Indepandent operation shall be faken into account when caleulaling
any of tha items set forth in paregraphs {g}(]) to (iv) inclusive of this Clause, provided that this Subclause shall not
antitle the parliclpaiing pariles to include in the amounts to ba recovered under paragraph 1007 {a}{j) any amount
which is not pald by the participating partles.

INDEPENDENT DEEPENING, PLUGGING BACK, WHIPSTOCKING, RE-ENTRY AND COMPLETION, RECOMPLETION,

REWCRKING OR EQUIPPING —

1009

(&) No operalion notice for a deepening, plugging back, whipstocking, recomplation or rewarking operation may
be given with respect to a well producing or capable of producing petroleum substances in paying quantilies. No
operation notice may ba given for a deepening of a well balow its authorized total depth if one or more partles
proposa fo attempt to complete the well at or above that depth pursusnt to Article IX, unless and until elther those
partied no longer prapase to attempt such completion or such completien has heen conducted withoul resuling in
the preduciion of petroleurs substances In paying quantiles.

{t) A non-participaling parly with respect to a well may not propose any operatian In the welf unless and until
{and only to the extent thal) it has regained the right to share In production from the wall,

{c) I an independent operalion is a despening, plugging kack, whipslooking, re-entry and completton of a
suspended wall, recompletion, reworking or equipping epsratlon which results in the production of petroleum
substances in paying quanlities from one or more zones, the provislens of Subelausas 1007 (a}, (b), (o}, (d} and (8}
ahalt apply, mutalls mutandis, 1o such formations, the producticn therefrom, the operation and the resovery of cosls
of the aperation (including the penaity provided therein), to the extant that such aperation and produclion relates
1o the well as & development well or an expleratory well, as the case may be,

{d) ¥ an independsnt operalion Is a deepening, plugging back, whipstocking, re-entry and completion of a
suspanded well, racomplation, reworking or equipping operatlon and within six (5) months of recsipt of tha operation
notice by the recelving partles, the panicipaling patiles slact lo terminste the opsration or propese te abandon the
waell, they shall so nolify the non-paiticipating parlies. Effective as of the dale of issuance of lhat notige, the
parllcipating parties shall ba desmed to have returned the well and the zones io the parties that held participating
Intatasis theraln at the lime such operation was proposad, and all further operatlons with respect thereto, including
abandenment, shall, subject to Clause 904, be deemed 1o be proposed for the account of the parlies then holding
participaling interesis therein, except that:

{i) the salvable mederlals and equiprnent placad ln and on the well by the particlpating parlies shall be
salvaged by and for the aceount of the partlsipating pariies; and

{i)  the pardiclpating parties shall bear all extra costs of abandonment inourred by reason of the oparatlen,

if the particlpaiing parlies do not propose termination of the oparation or abandanment of the well within such six
{6) menth period, they shall forthwith thereatter pay to each non-pardicipating parly, ils proportionate share of the
net salvage value of lhe materlals and equipment located in and on the well at the time the operation notice was
received by the nan-parlicipating partles. The amounts so pald to those non-paiticipating partles shall be deemed
to be operating costs and included as a charge under paragraph 1007 (g)(ii). Thereafter, a non-parlicipaling party
shall have no legal responsibility with respect to the well, ingiuding the abandonment thereof, unless and until (and
only to the extent that) it has resumed participation ir the well and the production therefrom.

WHERE WELL ABANDONED BEFORE PENALTY RECOVERED —

(a) if an independant oparation is the dillling of a well and the well is to be abandoned befors the gross
proceeds of production therefram aqual the aggrogate of the amounis prescribed by paragraphs 1007{z}{i) 1o {iv)
inclusive, the participeling parties shall abanden the well, record as a eredit 1o the well the net salvage value of the
materials and equipmant recovernble from the well, as if such amount were progeeds from produstion, end report
that oredil in the maonthly stalsrnent provided for in Clause 1013, If the gross proceeds from production from the
wall then exceed the aggregale of paragraphs 1007 () (i) to (iv} Inclusive, the excess amount shall be a credil for
the Jolnt account.

()] Subjact 1o Subgclause (d) of Clause 1008, i an independent aperation is the deepening, plugging back,
whipstocking, re-antiy and completion, recompletion, rawarking or equipping of a well pursuant o Glause 1008 and
the well Is to be abandoned before the gross proceads of produstion received therefrom by the particlpating parties
after gommencement of tha opemation equal the aggregate of the costs and penalties to be recovered by the
particlpaling paries pursuant to Subclause 1008(e), the participating parties shall abandon the well, record as e credit
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to the well tha net salvage value of the materfals and aquipment recaverable from the well, as if such amount were
proceeds from production, and report that credit In the monthly statement provided for in Clause 1013, If the grass
proceeds of producticn Irom tha well then excesd the aggregate of the amounts chargeable to the well pursuant lo
Clause 1008, the excass amount shall ba a cradit for the joint account.

EXCEPTION TO CLAUSE 1007 WHERE WELL PRESERVES TITLE -

(m) [n this Clause, the following terms shall have the meanings hereby assigned ta lhem, namely:

(@

@i

(i

(i)

‘common preservad lands" means that portlon of the preserved lands with respect to which a
subsaequent title preserving woll would hiave bean a title preserving well had the tille preseiving well
not been drilled, completed or recompleted.

‘preserved tands" means eny Jolnt lands which would have bean forfelied pursuant to a partleular
tile documeant had « title preserving well not besn drilted, completed or recompleted at the time and
in the manner prescribed herein, subject to the designation of preserved lands pursuan! fo
Subclause 309(d).

*subsequent title preserving well' moans a well which is driilled, completed or recompleted hereunder
at such time and in such manner that such well would have been a titie preserving well with respect
to afl or & poition of the preserved lands had the tille presarving well nat been drilled, completed
of recompleted,

"tille praserving well* means a well which is drilled, completed or recompleled heraunder, where the
fallure 1o conduct such operation would rasult In the forfeiture of afl or a partion of the joint lands
sontalned in a title document and such operatlon is to be commenced not earlier than days
prior 1o the date such lorfeiture would occur pursuant to sush 1itle decument.

(b} Notwilhstanding Clauses 903, 1007 and 1008, a non-participating party with respecl to a title preserving well

shall forfeit;

i)

()

upen completion of such operatlon, one hundred percent (100%) of its working interast in such well
and the spacing unit for such well to the particlpating parties in the tlile preserving well, insofar only
as such spacing unlt perains to the preserved lands; and

at the date the preserved lands otherwise would have been forfelted pursuant to the relevant tille
document, one hundred percent {100%) of its remalning working interest in the balance of the
applicable preserved lands to the participating parles in the title preserving well, subject to
Subclauses (o} and (d) of this Clause.

(c} The following shall apply with respect to a subsaquent title presetving well;

@

(i)

(i

a non-participating party with raspect to the title preserving well whioh participates in the subsequent
title preserving weit shall not forfalt its working interest In ary common preserved lands pursuant to
paragraph (b} (il) of this Clause;

& non-paricipating party with respect 1o the tille preserving well which is also a norn-participating paity
with respect to the subsequent title preserving well shall, if the subsequent tlitle preserving well is
localed on a spacing unit of preserved lands, forfeit ane hundred percent {100%) of Hs working
intetest in the subsequent title preserving well and the comman preserved lands included in the
spacing unit for such well 1o the participating parties in the subseguent title preserving well, rather
then to the participating partles In such fille preserving well pursuant to paragraph (b){ii) or
Subclause {d) of thls Clause; and

a patticipating party in the litie preserving well which is & non-particlpating party with respect to the
subsequent lille preserving well shall be subject to the production penalty presoribed by Clause 803,
1007 or 1008 with respect to the subsequent tille preserving well and the spacing unit for such well,
providad 1hat if the subsequent title preserving well preserves lands In addition to lhose preserved
by the title preserving well, that party shall be subject to tha farfeilure of one hundred percant (100%)
of Its worklng interest in such additional presarved lands pursuant to paragraph {b){ii) of this Clause,

(d) Sublect at all times to paragraphs (b){), (€){) and (6} {i) of thls Clause, the working interest to be farfeited
by a paity In any commion preserved lands shall be allacaled equally lo the tile preserving well and the applicable
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subsequent fille preserving well, to be then apporlioned among the respeclive participaling parlles pursuanl to
Clause 10186,

(=) In the event of a dispute as to the classlfication of & well as a titls preserving well or the determination of
either the preserved lands or the common praserved lands, a parly may, by notice fo the other parties, refer the
matler to arbliration under the provisions of the Arbitration Act or Ordinance of the province, slate or territory where
the joint lands are situaled nol {ater than forty-five (45) days after the dale at which the preserved lands otherwise
would have been forfeiled pursuant to the applicable tille document. The parties 1o such dispule thereupon shall
diligently attempt to complele such arbitratlorn in a timely mannes,

1011 INDEPENDENT GEOLOGICAL OR GEOPHYSICAL OPERATION ~ Nothing in this Operating Procedure shall be
inlerpreled 1o preclude a party from conducling a geological or geophysical operation on or wilh respect to the joint lands
for lts own account, pravided that such operatton shall not interfere with other joind operations. The parties nol participating
in such operation shall not be entilled to any information or data with respect thereto, unless such operation was the subjec
of an operation notice, In such event, any non-participating parly may, prior to the end of the calendar year following the
calsndar year In which such operatlon wes compleled, pay to the parlicipating parties two hundred percent (200%) of whal
its share of the cost of such operation would have baan had the operalion been conducted for the joint account, If a non-
participating party makes that paymant, it shall be entilied to a copy of all basic date obiained from the operallon for Hs own
use, bul it shall not oblain any tradlng rights respesting thet data or any inlerpretations of such data made by or for the
paricipating parties, or any of them. The types and formata of data suppliad to a non-parlicipaling party hereunder shall be
consistent with established industry practice in data sales,

o012 USE OF BATTERY AND OTHER EQUIFPMENT FOR INDEPENDENT WELL — To the extent that capaclty is available
with respect to production facilities operated for the Jolnt account, the particlpating parties in an independent operation shall
be permitted to make use of and te share them In the same manner as if the operation had bean cenducled for the joint
accouni, provided that a roasonable allocation of operating costs is made with raspect to such sharing of such production
faciliies. However, to lhe extent that such production facllities are not adequate to accommodate both the independent
operation and wells operated for the joint account, the latter shall have priarity wilh respect fo the utilizatlon of such produciton
facililies.

1013 ACCOUNTS AND AUDIT DURING PENALTY RECOVERY ~

(a) Subject to Clauses 305 and 1018, the Oparalor for an independent operation shall supply all parties with a
monthly stalement showlng the status of the recovery of costs and penalties pursuant 1o this Article during the perlod
of ragovery of such ¢osts and penalies, The provisions of the Accounling Procedure relating 1o the audit of accounts
shall apply, mutatis mutandis, to the audit of accounts with respect to such recovery of costs and penalties by 1he

participating parlies.

(b} If it is determined lhat the recovery of the costs and penalties presciibed by this Artlele with respect to an
independent operation has eccurred and that the particlpaling parties either have not issued the non-paricipating
parties notice of such recovery or have [ssued the notice to the non-partlelpating parties later than thiry (30} days
followlng such recovery, sach nen-participating party shall have the right to elect, within thirty (30) days following
receipt of such notice or the discovery by it that such notice had not been issued, to obtain participation in such
operatlon in the manner provided in this Article, effective as of the date of such recovery. The accaunts of the parlies
shall refroactively be adjusted accordingly if one or more of the non-paricipaling partles elect to obtaln participation
In the well. If a non-parllcipating parly retroactively oblains particlpatlon I such operatlon and amounis are owing
to the non-participating party as a rasult of such eiection, the non-participating parly may charge the partlcipaing
parties which gssumed its share of costs of such operation interest on the amount so owing on the same basis as
is provided In paragraph 505({b)()).

1014 PARTICIPANT'S RIGHTS AND DUTIES RE INDEPENDENT OPERATIONS — Sublecl to the provisions of this Article,
the previslons of this Operating Provedure relating to the rights, dutles and obllgatians of the Opsralor and the Joinl-Operators
(insluding the provisions of Adicle ) shall apply, mulatls mutandls, among the partlclpating parties with respect to the
eenduct of tha independent operation and, if applicable, 1o the operation of any well during the prescribed recovery of cosis
and penaltles with respect thereto,

1015 REVERSION OF ZONE UPON ABANDONMENT — {f a gaalegical zone or the right to produciion Wherefrom was {or
Is 10 be) asslgned to the parliclpating parties by the non-paricipating parlles es a result of an Independent operalion
respeeiing a well and such well Is subsequently abandoned in such zone, each non-participating party shall reacquira the
interest se assigned {or to be assigned) by It with respect to such zone, effective at the completion of such abandonment,
provided that in no event shall the nen-participating parties assume any responsibility for the cosls or risks associaled with
such abandonment. However, nothing In this Clause shall apply to any asslgnment of a werking interest by a non-
paricipating party pursuant {o Clausa 101G,
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1018 BENEFITS AND BURDENS TO BE SHARED ~ Any rasultant assignment of producilon or forefture of any Interest In
the Jolnt lands by a non-participating party pursuant fo this Article shall ba allocated among the participating partles In the
propoitions in which those partles have barne thet share of the cost of the independent operation which would have been
applicable 1o the non-paricipating party had the operation besn condusted for the joint aceount. Excepl as provided In the
preceding sentence, the banaflls and burdens telating to an independent operalion shall ba shared by the pariicipaling parties
in the proportiens of their participating inlerests therain,

1017 INDEMNIFICATICN OF NON-PARTICIPATING FARTIES — The participating parties in an Independent operation shall:

{a) be liable 1o the non-pariicipating parties with respect thersto for any losses, costs, damages and expenses
whatseever (whether coniractual or lortious) which those non-paricipating parties suffer, sustain, pay or inocur; and

(b) in additlon, indemnify and hold harmless thase non-perticipating parties and thelt Affiliates, directors, offlcars,
servants, consultants, agenis and employees against all aclions, causes of action, proceadings, clalms, demands,
fosses, costs, damages and expenses whatscever which may bs brought against or suffered by those non-
participating parties, their Afliliales, directors, ofiicers, sarvants, consultants, agents and employees or which they
mey sustain, pay or incur:

insofar as they are a diract resull of or directly attributabla to any act or omission {whethsr negligent or otherwise) of the
particlpating parties or their Affiliates, directors, offleers, servants, censultants, agents, employoss, Independent conlraclors,
licencees or invitees with respect to such independent operation.

1018 NON-PARTICIPATING PARTY DENIED INFORMATION — If an independent operation is the diilling of a well or is
conducted on a well which has been drilled, the following shall apply with respect thareto:

{a) it tha Independent aperaiion is the drilling of & wsli, a nan-participating paity shall not be entitled to access
to the wellsits or any Information with respect to the wall, ineluding monthly slatements and audit privileges as
pravided In Clause 1033, untll the esrlier of the date it becomes a participaling party or ninefy (90) days after the
date of the release of the drilling rig used to drill the well; or

{b) if the indepsndant operation is conducted on a well which has been drilled, a non-panicipaling party shali
nol be entitled to necess to the wellsile or any Information with respect such operation, including menthly statements
and audit privileges as provided in Clause 1013, until the earller of the date )t becomes a partlclpating party or ohe
hundred and twenty (120) days after the date the operatlan notice is deemed to be recelved by It.

Qnee a non-particlpating party is entltled to access to the wellsite and stch information, such parly shall be provided with
the rights and information to which it is entitled in a fimely manner, However, if a non-participating party is required to make
an assigninent of suoh well pursuant to Clause 1010 with fespeot to such Indapendent operalion, such pary shall not be
entitled to accesa to the wellsite or any information with respect lo the well pursuant to thls Operating Procedure at any time.

1019 NO JOINT OPERATIONS UNTIL INFORMATION RELEASED - If the participating partiea are temporarily withhelding
well information from a nen-paricipating parly pursuant to Clause 1018, no participating parly shall propase or conduct any
operation pertalning to a well on the jeint lands within 3.2 kilomelres of such well (excepl regular production and maintenance
operations on producing welis} untll it has released such information to the non-pariclpating party.

1020 POOLING OR UNITIZATION PRIOR T RECOVERY — If an Independent operation Is the drilling of a well {or is
conducted with respect to s well which has been drilled) 1o which the ferfelture in Clause 1010 does not apply, the
paticipating parties may Inolude the well and its spacing unit in a poollng mgreement or unit with the consent of the non-
parlicipating pariies, which consent shafl nat be urreasonably withheld. If the well and the spacing unit are Included in &
poollng agreement or unlt, the participating padies shall relain the preducllan allocated to the spacing unit until they have
recovered all costs and penallles to which they are entitled pursuant to ihis Article X. The credits and debits aceruing to the
participating parlles under a pooling or unit agreement with respact to any adjustment of investment for well cosls pald and
equipment supplicd by tham shall be allocatad to the payout secount of the well by the participaling parlies In aseordance
with the principles in Glauses 1007 and 1008, and shall be recorded In the monihly statement referred to in Clausa 1013,

1021 NON-PARTICIPATION N INSTALLATION OF PRODUGTION FACILITY — The parties normally shall consult with
respact {o the constructlon, acquisition or installatlon of production facillles and attempt {0 negotlate either an individual
agreement respecting the construction, acquisition or installalion of a produclion facllity or the fee to be ¢harged to a paity
which wishes to utilize such praduction facility, bul does not wish 1o participate in such constructien, acquisition or Installation.
Whether ar not such consultation has occurred or been requested, a party may at any lime become a preposing party and
give to the other parifes an operation notice respecting a preduction facility.

A party which receives an operation notice respecting the construction, acquisilion or installations of a production facility shall,
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pursuant to Clause 1002, slect: %o participate In such proposad operation; net lo paricipate in such operatlen, but 1o take
in kind, before the Inlet of such proposed productlon facility, its shara of any petroleum substances which would otherwise
utllize such production facility for production, procsssing, lrealmant, slorage or iransmission; or not to participale in such
operalion and o ineur a penalty with respect to such oporallon on the basis provided In this Clause. Failure of a party lo
meke an elaction wilh respecl to such operation notice withln the patlod preseribed by Clause 1002 shall be deemed o be
an efectlon by such parly notlo participale in such cparalicn and to take in kind, before the inlet of such preposed production
facility, its share of any petroleum substances which would otherwise utilize such praduction facility.

If a productien facility is constructed, acquired or Inslalled as an indopendent operation, 1he following shall apply between
the participating parties and those non-padicipating parties which did not elecl to take in kind, before the iniet of such
production facility, their share of petroleum substances which otharwise would utilize such production facility:

{a) If the wells on the joint lands to which such oparatlon pertains are held for the joini account, the particlpating
parlies shall be enfitled 1o retaln possession of the production facility and all production from sueh wells which would
utilize such preducllon facility (and a nen-parficipating parfy's share of any other hydrocatbon substances as thal
parly and the paricipating parties may otherwise agree), exciuding any such productlon owned or atifioutable to
any party which has efecled not to paricipate In such operation, but to take in kind suoh share of such production
al the Inlet of such production facility, unlll the gross proceeds {calculated ai the wellhead) from the sale of such
production equals the aggregale of:

{h  one hundred porcent (300%) of the Lessor's royalty and any overtiding royallies or olher
encumbtances thereon which olherwlse would have been borne for the Jolnt account which are paid
with respect to such production, subject to Subclause {¢) of this Clause;

(i) one hundred percent (100%) of the operating costs incurred with respect to such produclion lacility
and s ulllization for the productlon, precessing, treaiment, storage or transmisslen of petroleum
substances; and

(li) two hundred percent' (200%) of the cost of the acquisilion, ¢enstrustion and installalion of such
production facility.

The Operator for the parlicipaling parties shall nolify those non-parlicipating parlies subject ie the panally upon
recovery of the proceeds prescribed by paragraphs (i), (i) and {iii} of this Subclause (a), not later than thirty (3C}
days following such recovery. Each such non-participating party shall have thiry {30) days foliowing receipt of such
nolice within which to elect to accept or refuse participation in Yhe production facility, provided lhal failure of such
a non-participating party to make an electlon within such period shali be deemed to be an eleclion to accepl
pariicipation in such preduction facility, [f such a non-parisipaling party refluses paricipation as above provided,
il thereby shall be deemed o have forfeilad lts right of participation in and lo the production facility, and may
thereafter anly use such produclion facility wilh respect to its share of produclion from the joinl lands (or such fee
as may be agreed from time to tima with the patlies which own such production facility, and failing agreement, in
accordanoe with Subelause (d) of this Glause. If such a non-patllcipating parly elects to accept parlicipation in the
produclion facllity, its parficipation in the production facility shall be equal 1o its working inferest, and shall be
effective as of lhe ime the proceeds prescribed by peragraphs (i), (i) and (i} abave have been recovered,
wheraupen the accounts of the participaling parties and lhose non-patticlpating paries so acquiring an inlerest {n
the productlion faclility shall be adjusted accordingly. Thereafter, the productlon facility shall be held for the accoum
of the paries parlicipating therein, and shall be operaled under lhe provislons of this Oparating Procedure by the
Operator if it is ono of the parlies so participating or by an Operator appeinled pursuant to Clause 1004 if the
Operator does pot have a working interes! in the produsction facllity.

{b) Insofar as Clause 1007 applies lo a well lo which such operation pettalns prlor to the recovery of lhe amounts
prescribed by Subclause 1007(a), Subclauss (a) of this Clause shall apply immediately fallowing the recovery of the
amounts prescribed by Subclause 1007{a), such that a non-participating parly with respect to the wall may not
resume parlicipation in such well unltil the recovery of the additicnal amounts prescribed by Subclause (a) of this
Clause.

{c) Except 1o the extent modified in this Clause, Subclauses 1007{b), (¢}, {d) and (o) shalf apply, mutalls
mutandls, to this Clause.

{d) To the exient that a party whioh elecled Yo take in kind, before the Inlet of such preduction facility, its share
of pelroleum substances which would olherwise utilize such produclion facility, does not take such petroleum
substances In kind, the parties owning such production facility may, on hehalf of such party, produce, process, treat,
stere or transmit that share of petroleum subslances so delivered to such produclion facility. In such evenl (but
subjest always to any individual agreement negetiated by the parties owning sush preduction facility and such other
party respecting the utilizatlon of such preduction facility), the parties owning such production facility shall, in addition
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to any markeling fee applicable pursuant to Anticle VI, be entilled fo charge such other party & fee sufficient to cover
the cost of produeing, processing, treallng, storing ot transmitting, as the case may be, such other parly's share of
petreleum subslances so uliilzing such production facllity, which fee shall also include a reasonabie rate of retumn
on caplital Investment In aocordance with the principles In Clause 1404,

NON-PAATICIPATION IN EXPANSION OF PRODUCGTION FACILITY — Subject to Clause 1408, the provisions of

Clause 1021 shall apply, mutatis mutandis, to an expansion of or an addition to an existing production fasility, except ihal:

11

1102

{a) Partlelpatlon in such operation shalf be limited to these partles holding & working Interest in such praduction
facility at the time such aperation is proposed:

()] A party holding a working [nterest In a production tacllity which receives an operation notice respecting such
operation shall elecl sither to parficlpate in such operation or o be subject to the recovery of the costs associated
with such operallon on the basls provided in Subclause 1021 ({s);

(c} A party holding a working Interest in a procfuctlon facility which Is a non-paricipating party wilh respect to
such operation shall acquilre its working interest in the portion of the production facllity resulling from sueh operaticn
fallowing the recovery of costs prescribed in Clause 1021; and

{d) If such operation is to be conducled priar lo the recovery of casts prescribed by Subclause 1027 () with
respect to the construction or installation of such production facilily, the costs of such operallon shall be added to
the costs 1o be recovered pursuant to that Subclause with respect to those non-padicipating partles subject 1o such
cost racavery, provided that the proceeds of produclion to be applled agalnst such costs shall be applied firstly to
the penalty prescribed by Clause 1021 with respact lo the construation, acquisition or installation of such production
facility.

ARTICLE X1

SURRENOER AND QUIT CLAIM OF JOINT LANDS

INITIATION QF SURRENDER PROFPOSAL AND QUIT CLAIM OF INTERESTS --

(2) Nat later than sixty {60} days before a rental date or other obligalion date with respect to the jolnl [ands
aflected (except en obligation to pay royally or a drilling obligation not being enforced under the 1ltls documents),
a party who proposes that soma or all of the joint lands be surranderad la lhe grantor under the applicabie tille
documants shall give notice to such sffect to the other partias, subject to Subclause {b) of this Clause. Not later
than thirty (30} days before the next ensuing rental date or other obilgafion date under Lhe respective title dacurments
Included In the surrender notice, the partles rocelving the notice shall each give netice 1o all other pariies staling
whether or nat they wish lo join in the preposed surrénder, Failure 1o respond to such notice shall be deemed to
be an electlon not to join In the surrender, Any party giving notice of the proposed surrender or giving natice of
its intention to jon in the propesed surrendar may, by notice to the other partics, reveke its notice of Intention fo
surrender at any time up o, but not Iater than, thirty (30) days before the next ensuing rental date or other obligation
date under the respectlve title documents.

(h) Notwilhstanding the preceding Subclause, the joint lands proposed for surrender must be of such dimensions
Ifvat the grantor of the fitle documents to which such Jands are subject would be obligated te accept the surrender
pursuant to the tille doouments, and a parly may nol propose the surrender of a portion of the joint lands while an
obligation exists with respect lo auch lands which cannot be avoided by the surrender or quit claim of these lands
lo the grantor of the titte documents to which they are subject.

SURRENDER BY ALL PARTIES -- Subject always to the provislans of Articles 1X and X, if all partles jein In a surrender

under Clause 1101, the Operator shall proceed farthwith to salvage for the joint account all salvable materlal, equipment upon
the lands to be surrendered, and, if applicable, any preduction facliities serving solely wells lacated upan the fands ta be
surrendered, The parties shall promplly execute and dellver to the Qperator all doguments nacessary to effect the surrender,
which documentation shall be prepared by the Operator. The Operator shall thereafler deliver all such documents to the
grantor of the applicable tlfe documents in order lo effect the surrender properly,

1103

SURHENDER BY LESS THAN ALL PARTIES — If lass than all parties jein in the surrender, the parlies not joining in

the surrender shafl {unless the Operafor s ona of them} promptly appeint an Operator pro 1em for the patties retaining the
applicable lands and interests. Such Qperator shall be rasponsible for taking the necessary steps lo ensure payment of
rentals ar the meeting of any other obligallon to maintain such lands and Interests in good standing for the benelit of the
relaining parlies.
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1104  ASSIGNMENT OF SURRENDERED INTEREST -~

{a) Effective as of 2400 hours on the day before the rental or other ohligation raferred to in Glause 110t is
tequired to be paid or met with respect to a title document included in the surrender notlce, the parlies which elected
to surrender shall assign all of thelr interest in the joint lands and interesis which were lhe subject of the proposed
surrender notlce to the retalning parties, in proportion 1o the retalning paries’ working inletests in the joint lands or
in such proportions os the retaining paries may otherwise agree. Within thity (30) days after rocelpt of the
assignment, the parties shall determine, in eccordance with the Accounting Procedure, the assignors' pre-surrender
working intsrest share of the net salvage value of the recaverable material and squipment an the lands so assighed
lass the sssignors' pre-surrender working Interest share of the estimated cost of abandoning each well on the fands
so assigned, The accounts of the partles shall be adjusted accordingly within thirly (30} days of such determinatlot,
and the provisions of Subolause S05(b) shall apply, mufatis mutandis, in the event the parties have not adjusted their
accounts by such time.

{b) Upon the assignment described in the preceding Subclause, a party which so assigned its interest wilh
respect to the applicable podlon of the Joint lands shall be released from all obligations thereafter aeeiuing with
respect to such lands. Such release shall not apply to any obligation which had accrued, and any envirenmental
damage which had oceurred, with respect to thase lands or produgtion facilitles prior to such assignment, provided
that such obligation shall not extend to the obligation to abandon any well on such lands.

1105 RETAINING PARTIES TO MEET OBLIGATIONS - In accepting ihe Inlerests of the surrendering parties, the retaining
pariies ahall be desmad to have covenanted lo salisfy the ohligatlan which prompted the surrender proposal il: (i) the
obllgation could have been avoided had afl partles Joined In the propesed surrender; and (iiy failure to safisfy 1he obligation
would prejudice the title of the parlles In any othar porion of the joint lands, However, this covenant shall net require the
tetaining parties to conduct any operation on or with raspect 1o such surrendered Jands In order to maintain them In good
standing.

1106 FAILURE TO SURRENDER AS AGREED -- Where all of the parlies have agteed to eHect surrender pursuant to this
Article (and whether or not some or all of them have taken any action by way of release ar assignment pursuant {fo an
intention to join in the surrender), the lands and Interests which ars the subject of the surrender notice shali be deemed to
be held for the joint acocount until the surrender has been irrevocably effected, including the termination of any right io
refnstate any title document, so that all of the parties shall receive or have the right to panicipate In any benelits which might
acerue durlng the perlod before the surrender is irrevocably effecled. If, however, any paity to wham any interest is conveyed
or released for the purpoese of effacting the surrender does not duly proceed with the surrender and thereby causes any further
obligation to arise, that parly shall be solely responsible for meeting the obligation and shall indennify the other pariles for
any losses they may suffer wilh respect thereto,

ARTICLE Xl

ABANDONMENT OF WELLS

1201 PROCEDURE FOR ABANDONMENT -- H a party preposes to abandon a well on the joinl lands (excepl at casing
point, when Articie IX shall apply), it shall give notice of the propossd abandonment to the other parties, Within thirty (30)
days of receipt of the notice, each of the cthet parties shalf elect, by notice to the other parties, whather it wishes 1o take over
the wsll. Fallure by a party to respond lo such nofice shall be deemed 1o an election by that partty to take over, or participale
in the takeovar, of the well. Subject to Clauses 1045 and 1202, the parlies taking over tha well shall be enlitled 1o an
assignment, withaut considerstion or warranty, of the abandoning pariies’ working Interests in the wall and in the spacing unit
of the well, Insolar as it relales to the produelng zone of ihe well. All such assignments shall ba proporiionate lo the non-
abandoning partles’ respective working inlerests each to the other prior to any such takeover or assignmeni, unless the non-
abandoning pariles agree to a different allocation of the assigned worldng Interests. I il parties elect to join in the
abandonment, the well shall be abandoned for the joint account.

1202 ASSIGNMENT OF EQUIPMENT AND SURFACE RIGHTS — If less then ail parties elect to abandon a well under
Clause 1201, the abandoning parties shall, without warranty, premptly transfer to the other parties the matarials and equipment
serving solely the well. Within thirty (30) days of such transfer, the parties shall deletrning, in accordance with the Accounting
Procedure, the abandoning parties' working interesl share of the net salvage value of such materials and equipment, less the
abandoning parlies' working Interest share of the estimated cost of abandaning the well. The zccounts of the parties shall
be adjusted accerdingly within thiry (30) days of such determination, and the provisions of Subclause 506(k) shall apply,
mutatis mulandis, fn the event the pariies have not adjusied their accounts by such fime. The abandening parlies shall also
transfer to the other parties, without warranty or consideratian, the surface rights wppurtenant to the well. The parties receiving
the assignment thereupan shall be responsible for all obligations accruing with respect to such well following such lakeover,
subjecl fo Clause 1203,
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1203 REVERSION OF ZONES UPCN SUBSEQUENT ABANDONMENT — K the parles that tosk over a well suhsequently
cease to malntaln the well as a producer of petroleum substances from a zone which was assigned lo them pursuani ta
Clause 1202, each of those partles shall re-asslgr to the epplleable assigner all of the interest assigned to it by the asslgnor
in that zone. Such Interest thereupon shafl be vested again in the assignor and includad in the Joint lands, However, nothing
In this Clause shall be construed to affect the ownership of tha well and the materlals and equipment appurtenant thereto,
as determined pursuant to Clausea 1201 and 1202, and the responsibility for the abandonment of the wall, which shall be
retained by the paries that took over the well,

AHRTKCLE X

OPERATION OF LANDS SEGREGATED FROM JGINT LANDS

1301 OPERATING PROCEDURE TO APPLY — Where by reason of the operation of any provislen hereof any pertion of
the Joint lands coases to ba owned by the paities In the sama perceniages of interest as thelr working Interests or ceases
to be owned by all of the partles, the paries acqulring the different percentages of Interest in such lands shall thersafter hold
ihe same as if they are parties to a separate Operating Procadure, the terms of which are Identical te the terms hereo, having
regard only to the different ownership and percentages of ownership interest in thoas lands, and such portion of the joini
lands shall cease to be 'jeint lands* heraunder. The partles holding working interests In the lands which cease to be Jolnt
lands under this Clauss shall appoint one of them to ba the inflial Operator under the separate Operaling Procedure, In
accordancs with the provisions of Artlcle Il thereal, This Clause shall apply, mutatis mitandls, to a prodyction facility.

ARTICLE XIv
OPERATION OF JOINT FRODUCTION FACILINES

1401 CWNERSHIP OF PRODUGTION FACILITIES - Subject to Clauses 1021 and 1022, sach Jolnt-Operator owns an
undivided Interest equal to its working Interest In each production facllity,

1402 COMMITMENT TO CELIVER — Each Joint-Operator shall, subject to Clauses 1021 and 1022, utllize each produstion
facllity to produce, process, treat, store or fransmit, as the oase may be, its share of the patroleum substances produced from
the jolnt lands.

1403 USE OF PRODUCTION FACILITIES — Each production facllity shall be uaed primarlly for the production, procassing,
treatmant, storage or transtnlssion, as the case may be, of petroloum substances produced from the Joint lands. if surplus
capacily in any production facllity is avellable at any time, any Joint-Operator may use all or a portion of sush surplus capacity
to produce, pracess, treat, store or transmit, as the case may be, other hydrocarbon substances whieh are produced from
lands other than the jelnt lands (in this Article called “outside substanices’) and are owned by it, provided that:

() such outside substances are at all ffimes and In all ways {including the manner and timing of the production
and delivery thereof 1o such production facility) compatible with the deslgn, nature and operation of such production
facility and the pelroleum substances preduced from the Jeint lands {including the manner and liming of the
production and dalivery thereof to such production facility); and

) the praductlon, prooassing, treatment, sterage or ransmission, as the case may be, of petroleum substances
predused from the foint lancls shall at all times take precedance respacting the use of such produetlon lacility, and
ta the extent that all or & portion of such surplus capacity Is required for such purpose, the delivery of such outslda
subsiancas shall be curtallad or shall cease, as raqulred.

In the event that thera 15 competition for surplus capacity, such surplus capsclty shall be prorated to the Joint-Operators
deslring to use the same, based on the percentage thal each such JointOperator's Interest in the production facllity to which
such surplus capacity relales, bsars lo the total combined Interest in such produotion facility of all of the Joint-Operators
seeking lo utilize such surplus capasity, if a Jaint-Operator is eligible to use more surplus capacily than such Joint-Operator
desires to ulilize pursuant to such calculation, such Joint-Oparator shall ba allocated oniy the desired capaeity, whereupon
such capaclly shall ba subtracted from the tolal surplus capacity available. The remalning surpius capacity shall then be
prosated In such manner lo the other Jaint-Operators desiring to uss the same, untll all of the surplus capacity has been
allocated.
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1404  THIRD PARTY CUSTOM USAGE - A production facility may only be utilized wilh respecl to the production,
processing, freatment, storage or fransmission of oulside substances owned by a third party with the approval of all of the
Joint-Oparatars having en interest in such production facllity, Any such arrangement lo allow a third party to ulllize a
produsclion fasility shall be entared into by the Operator on behalf of all of the Joint-Operators having an interest in such
praduction facility, on terms and conditions similar 1o those euilined in Clauge 1403, All third party outside substances so
produced, processed, Ireated, storad or fransmitiad shall ke subject to a fee as agreed upen by such Joint-Operators, Such
fee shall be composed of:

(&) a capital recavery component, so as to provide the Joint-Operalors with & reasonable rate of relivn on their
capital investment; and

(b an operaling cost component, which shall be calculated end assessad In accordance with the provislens of
Clause 1405 on the seme basis lhat ths Joint-Operalors bear and pay operating costs with respect to the applicable
produclion facility.

The capital recavery component of all fees recaivad from a third pary under any such arrangement shali be allocated to and
distrlbuted among the Jeint-Operalors in ageordance with their interests in such produclion facility, The operaling cost
component of any such fees shall be applled againsl the operating cosls for the production Faility.

1405 ALLOCATION OF GOSTS — Each Joint-Operator shall reimburse the Operalor for a portlen of the operating costs
incurred with respect to any production facility. This relmbursement shall either be in that proportion which the volurne of
petreleum substances and outside subslances dellvered to such production faellity by or on bshalf of such Jolnt-Operator
bears to the total volume al all petroleum substances and outside substantes dellvered to such production facility or on such
other basis as the Operator, with the approval of the parfies pursuant to the Acsounling Procedure, may determine Is
appropriate. Notwithstanding the foragoing sentence, to the exient that there is a significant variation in the compoesition of
the various streams of petroleum substances and outside substances being delivered to such produetion facility, the Qperator
shall advise the olher Jeint-Opsralors, who shall meet with the Opetator 1o atlempt to delermine an equitable melhod of
allocating the operating costs imcurred with respecl la such production facillly, Subject to Clauses 1021 and 1022, each
Joint-Operator having an interest in a production facllily shall bear a share of the capital costs subseguently incurred
respecling such produciion facility, equal to Its Inlerest in such preduclion facility. Notwithstanding anything 1o the contrary
conlained herein, the Operator shall be entltled to deny any oulslde substances entry inio any preduction facility, If the
Operator, In its sole discretion, believes that the cosl o process, treat, store or transport sush outside substahces, as the case
may be, would be significantly higher than the average cost ta process, treal, store or transport the pelroleum substances.

1406 ALLOCATION OF PRODUCTS - Subject to Clauses 1021 and 1022, each Joint-Operator shall bs eniitled to and
allocated a share of any producls produced from the pracessing or treatment of petroleum substances or oulside subslanges
at any preduction facility, when preduced from such production facillty, in thal proportion which the velume of petroleum
subslances and oulside substances delivered to such production facility by or on behalf of such Jaini-Operator bears to lhe
total volume of all petroleum substances and outside substances delivered 1o such production facility. Nolwithstanding the
feregeoing sentence, if there is a signifleant variation in the composition of the various streams of petroleum substances and
oulside substancas being delivered to such production faoility al any tire, the Operator shall advise the other Joint-Gperators,
wheo shall mest with the Operator to attempt to daotermine an equitable methed of allocating the produsts preduced from such
production facility,

1407 ALLOGATION OF LOSSES AND SHRINKAGE —~ The Operater shall have the right to lare any pelroleun substances,
ouislde substances or any praduct oblained from tha processing ar frealment thereaf, at any fime and from time to time, at
its sole discrellon, In the event of an emergency or cperalional problem. With respect Yo any production facility, each
Jaint-Operator utilizing such production facllity shall bear a share of any losses or gains astually incurred wilh respect to
petrofeumn substances, oUlside substances or any products obtained from the precessing or freatmeni thereof, due lo
evaporalion, leakage, spills, faring, handling, meesurement or use as facllity fuel, in that proportion which the volume of
petraleum substances and oulside substances delivered to such production feciiity by or on behaif of such Jolnt-Operator
bears to the total volume of all petroleum substances and oulside substances delivered to such praduction facility.
Notwithstanding the foregolng seniatice, if the Operater [s able te identify the actual ewner of any such gain or loss, such
awner shall bear such loss or share such gain in propertion to its ownership thereaf,

1408 EXPANSION OF PRODUCTION FACILITIES - H any proposed expension of or addilion to a preduction facility would
resull in such productian lacility no longer belng used primarily for the produclion, processing, freatment, storage or
transmission, as the case may be, of petroletm substances produced from the joint lands, such proposal shall not be subject
to the provisions heraof. Upon the commencement of any construction relatling to such proposal, such produclion facility shall
cease to be a produclion facility and shall ne lenger be subjact to the provisions hereof, praovided that nothing contalned
herein shell affect lhe application af such provisions to the period during which such facility had been held as a production
facillty hereunder.
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1409 REFERENCE TO ARBITRATION -  thers |5 a dispute betwsen or among the parties with respectto: (i} 1lhe approva!
of a tacility usage [ee for a production facility pursuani io either Clause 1021 or 1404; (i} the allocation of operafing costs
pursuant fo Clause 1405; or {iify the allocation of praducts ulllizing & production Facility, a party may, by notica to the other
partlas, cause the matter to be relerred to arbilralion under the provisions of the Arbitration Act or Ordinance of the province,
stale or terrilory whara the production facility is located.

ARTICLE XV
RELATIONSHIP OF PARTIES

1501 PARTIES TENANTS [N COMMON — The rights, duties, obligations and flsbiliies of the pailies hereunder shall ke
separate and not joint or collaclive, nor joint and several, It befng the express purpose and intention of lhe parties that their
Interests in the joint lands and in the wells, aquipment, production facililies and property thereon held for the join! account
shall be held as tenanls in common, subject to the modliication of the Incidants theresf that are provided in this Operaling
Frocedure. Nolhing contalned herein shall be construed as creating a partnership, joint venture or association of any kind
of as imposing upan any parly, any parinership duty, obligation of llability to any other party.

AHRTICLE XV1

FORCE MAJEURE

1601 DEFINITION OF FORGE MAJEURE -~ For the purposes of this Artlcle, "force majeure* means ah oecurrence beyond
the reasonable control of the party claiming suspenslion of an obllgation hereunder, which has not besn caused by such
party's negligence and which suoh party was unable to prevent or provide against by the exercise of reasonable diligence
at a reasonable cost and includes, without limiting the generslity of the foregeing, an act of Giod, war, revolulion, insurrection,
blockage, riot, strike, & lockout or other industrial disturbance, fire, lightning, unusually severe weather, storms, floods,
explosion, accldent, shortage af labour or materials or government restralnt, aclion, delay or inagction, .

1602 SUSPENSION OF OBLIGATIONS DUE TG FORCE MAJEURE — If any party is pravented by force majeure from
fulfilling any obllgation heraunder, the obligations of ke party, Insofar only as lts obligations are affected by the faree majeure,
shall be suspended while the force majeure coniinues 1o prevent the performance of such obligalion and for that lime
thereafter as that party may reasonably requlire to cotnimence o fulfill such obligation. A padty prevented from fulfiling any
abligation by foree majeure shall promptly give the other partles notice of the forcs majeure and the affected obligafions,
including reasonably full particulars in respect thereof.

1603 OBLIGATION TO REMEDY ~ The parfy claiming suspenslon of an obligalion aa aforesald shall prompily remedy the
cause and effect of the applicable farce majeure, inaofar as H |s reascnably able so to do, and such paity shall promptly give
the other parties nolice when the force majetre ceases to prevent the performance of the applicable obligation. However,
the lerms of seltfement of any stlke, lockout or other industiial disturbance shall be whelly In the discretion of such party,
notwilhstanding Clause 1601, and that party shall not be required 1o acosde to the demands of Its epponents in any strike,
lockout or Industrial disturbance solely to remady promplly the foree mafeure thereby constituted.

1604 EXGEPTION FOR LACK OF FINANCES - Nolwithstanding anything conlained In this Adicle, lack of finances shall
nat be consldered a farce majeure, nor shall any force majeurs suspend any obligation for the payment of money due
hereundar,

ARTICLE Xvil

INCENTIVES
1701 INCENTIVES TO BE SHARED - Any drlfling or other well incentives, geophysical incentive credits or grouping rights

which accrue collectivoly 1o the parties under the Regulations wilh respect to any operalion conducted on the Joind [ands shall
be shared by the parties which participate in such operation, in propertion lo their participating Inierests therein,
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ARTICLE Xyl
CONFIDENTIAL INFORMATION

1801 CONFIDENTIALITY REQUIREMENT - Each parfy entiled Yo information obtained hereunder or pursuant to the
Agreement may use sUch information for its sole benofit, However, the parties shall take such measures with raspect to
operalions and internal security as are appropriate in the ¢lreumstances to keep confidential from third persons all such
information, except information which the parlies have expressly agreed among themselves te release and information
dlsclosed by n parly:

(a) when and to the extent requlired by the Regulations and sacurities laws applicable to such parly, provided
that such party shall Invoke any confidentiality protection permitted by such Regulations and securilies laws;

{b) te an Affillete, provided that such party shall be deemed fo have required such Affillate to maintaln the
confidential status of the disclosed nformatlen In ascordance with this Article XVIIl, that such Affiliate shall be deemad
to have accepted such obligation and that such party shall be lisble for any loss sufferad by the parfies, or any of
them, because of the fallure of such AHiliate to malntaln such Informatien confldential;

(e) to a third person to which such party has been permilted 1o assign a portion of fts niterest hereunder,
provided that & binding covenant is obtained from such third person prlor to disclosure which pravides, inter alia,
thet none of such information shall be disclosed by it to any other third person;

{d) to the technical, tinanclal or other professional consultants of such party which require such information to
provido thelr seivices to such party or to a bank or other flnanetal instilution from which such party is attempting
1o obtaln financing, provided that a binding covenant is cbtalned from such sansultant or financler, as the case may
be, ptlor to such dieclosure, which provides, inter ala, that none of such Information shall be disclosed by it to any
other third person or used for any purposes other than advising such pasty or providing financing to such parly, as
the case may bo; and

(e) as and when requlred lo any recognized assoclatlon within the patrofeum Industry, of which such parly is
& member, that engages In the exchange of factual Information relating to the type of operations conducted pursuant
to this Agreement, unless and 1o the extent that the Information pertalnis to & well drilled hereunder which 2 parly
had requasted to be given tight hole stalus, provided that such party shall Invoke any confidentiality protection
permitied by such association with respect 1o such disclosad Information.

However, the confidentiality cbligation in this Clause shall not extend 1o Information to the extent It Is in the public demain,
providad thal speciflc tems of information shall not be cansidered to be in the public domain merely because more general
Information is in the public domain.

1802 DISCLOSURE OF INFORMATION FOR CONSIDERATION - Notwithstanding Clause 1801, & party which proposes to
disclose information ebtained hereundar or pursuant to the Agreament for cash, in exchange for olher information or for other
consideratlon shall notity rach other party having a proprietary Interest in such Information of the detalls of such proposed
transaction, Within fifteaty (15} days following receipt of sush notlce, sach of those parties shall, by nclice, advise the party
which proposes to make such disclosure whether it approves of sush disclosure on the terms speclfied In such notlee,
provided that faiturs of a party to respond within such perlod shall ba deemed to be fhe approvel of such parly to the
disclosure of such information on such terms. Unlass the party which proposes to disclese such Infermation ebtains such
approvals from all of those other parties, the proposed dlsclosure of such Informatien shalt be prohlbited, In the event such
approvals are obtained, the consideration te be recelved for such diselosurs shall be shared by the applicable parties in
the propoitions of their proprietary interests in such information.

1803 CONFIDENTIALITY REQUIREMENT TC CONTINUE - Nolwithstanding the foregeing provislons of this Aricle, any party
whioh otherwlse ceases to be bound by the provisions of this Operaling Procedure shall nevertheless remafn bound by the
provisions of this Article with respect lo Infermalion oitalned hareunder or pursdant to the Agreement untit and to the extent
thal such information Is In the public domain.
ARTICLE XIX
DELINQUENT PARTY

1901 CLASSIFICATION AS DELINQUENT PARTY - If & party chenges lts address and does not pravide the other parties
with notice of fts thanged address for service and subsequently cannot readily ba located, or if any party becomes inactive
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or is struck off the corporate reglster or otharwlse consistently refuses or neglects 1o answer communications sddressed to
it al s address for service, the Operator may send notlee, by registersd mall to that party at is last address for service
hereundar, advising such perty Lhat it shall theresfter bo considered a deflnquent party within the meaning of this Adlole.

1802 EFFECT OF CLASSIFICATION AS DELINQUENT PARTY — From the fifteanth (15th} day after the Operator has
forwarded the nollce deseribed In Clause 1901, the delinquent party shail thereafler:

(&) nol be sntitled to any further notices or communleations from the Operater or any cother party with respect
to any matter hereunder, including Information from opsrations;

{b) be deamed 1o have elected not to pariclpale in any operation thereefler proposed to be canducted for the
joint account; and

(e} be desmed to hava elected to join, proportionata to its working interest, with the Operator in the Joint lands
affected, in all farmoutls, assignments, surrenders and abandonments proposed and effected hereunder by the
Oporator for its own account, and any such dispositions effected by the Operator, of by any ot the parties at the
dlrection of tha Operator, shall ba binding on the dellnguent party.

However, the preceeds of the sale of the delinguent parly's share of petralsum substances and any other funds aceruing to
the working Interest of the dellnquent parly shall be retalned In trust by the Operalor for the accoun and benefit of the
detinquent party, after deducting the delinquent party's proportionale share of operating costs and all othsr relsvant sesls and
axpensas Inaurred for the jolnt acoount and any markefing fee applicable to the delinquent party’s share of such patrolsum
substances pursuant to Article V.

1903  RESTORATION OF STATUS — If a delinquent parfy subsequently communicates with the Operaior, pays all amounts
owlng by it hereunder, satstles all of Hs other obligations hereunder and undertakes in writing o comply from that time with
ihe provisions of this Operating Precedure, such party’s rights and obligations hereunder shall be restored to it, provided that
such party shall be deemed to have ratified all actlons taken pursuant to ths Artlele, including, without restricting the generality
of the foregoing, any slactions or trensaclions made on its behalf pursuant o Clause 1902,

1904 LIEN NOT AFFECTED — Nothing In thls Article shall derogale from the enforcement of the llen of ihe Gperator and
the other parties pursuant to Clauses 505 and 506,

ARTICLE 20(

WAIVER

2601 WAIVER MUST BE IN WRITING - No waiver by any parly of any breach {whether actusl or anticipated) of any of
the covenants, provisos, conditlons, restrictions or slipulations herein sontained shall take effect or be binding upon that party
tinfess the same is expressad in writing under the authority of that party. Any walver so glven shall exisnd oply to tha
patticular breach so waived and shall not limit or affect any righls with respect to any other or future breach.

ARTICLE X0

FURTHER ASSURANCES

2101 PARTIES TO SUPPLY - Each party shall from time 1o time and at sll limes do all such furthar acts and execule and

dellver all further deeds and dogumonts as may be reascnably required in arder fully 1o perform and ecarry out the terms of
this Operating Precedure.
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ARTICLE 206G
NOTICE

2201 SERVICE OF NOTIGE ~ Whather or nol so stipulated hereln, all notices, sommunications end statements (harein
called "notices”) required or permiited hereunder shall be In writing, subjoct to the provislons of this Clauge. Any nolice fo
ba glvan heraunder shall be deemed to be served properly If servad In any of the following modes;

{n} personally, by dslivering the notlce fo the party on whom i s to be servad at thal party’s addrass for servics.
Porsenally served notices shafl be deemed recelved by the addresses when actually delivered as eforesaid, if such
delivary Is during normal business hours, on any day other than a Saturday, Sunday or stetufory holiday. If a nofice
is not deliverad durlng the addresses's normal businaese hours, such nolice shall be desmed te have been recalved
by such party at the commencement of the day next following the date of delivery, other than a Salurday, Sunday
or statutory holiday; or

&) by ielecopler or telex (or by any other like mathod by which a written and recorded massage may be sant)
directed to lhe party on whom it Is 1o be servad at that parly's address for service. A notice so served shall be
deemed racelved by the raspective addressees thereof: () when aclually receivad by them, if recelved within the
normal business hours on any day other than a Saturday, Sunday or statutory holiday; or (i) at the commencement
of the next ensuing business day following transmission Theraof if such nolice is not recelved during such normaf
business hours; or

(c) by malling it first class (air mall If 1o or from a location oulside of Canada) reglstered post, postage prepaid,
directed to the pary on whom i ia 1o be served at that party’'s address for service. Notices o served shall be
deemad lo be received by the addressees at noon, local ime, on tha earlier of the actual date of receipt or the foutth
(4th} day {excluding Saturdays, Sundays and stetutory holidays) following the malling thereo!. However, if postal
service is [nterrupted ar operating with unusual or imminent delay, notlce shall not be served by such means during
such Interrupifon or periad of delay.

However, where this Operating Procedurs provides for a notioe period of forty-elght (48) hours or less, the applloable natice
shall be given In accordance with Subelauss (a) or (b) of this Clause, provided that netlcas of twenty-four {24) hours or less
under Artlcle IX may be mada by telephone and shall he deemed to be recelved at the conclusion of the cenversation If:
the telephone conversation is between reprasentatives of the parlles who are speclfically authorized to accept such notics;
such reprasentatives are officlally on duty at the time of such conversations; and such telephone conversalion and notlce are
then confirmed pursuant to Subclause (a) or (b) of this Clause.

2202 ADDRESSES FOR NOTICES -~ The address for service of notices hersunder of each of the pantles shall be as foliows:
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2203 RIGHT TO CHANGE ADDRESS — Any parly may change ils address for service by notice fo the other parties, and
such changed addrass for service thereafter shall be offective for all purposes of this Operating Procadurs,

ARTICLE Xait
NO PARTITION

2301 WAIVER OF PARTITION OR SALE - No parly shall exercise any right io apply tof any patltion of the joint lands or
any produclion facility or sale thereof in tieu of paditior.

ARTICLE XXV
DISPOSITION OF INTERESTS

2401 AIGHT TC ASSIGN, SELL OR DISPOSE ~ Cther than as required and allowed cne party te anocther elsewhere in this
Operating Procedure and subject to Clause 2402, a paily shall not dispose of any of its working Interest, whether by
assignmenl, sale, trade, lease, subleass, farmout or athemwlse, without first complying with the provisions of
ALTEANATE ___ below (Specify A or B):

ALTERNATE - A:

The party wishing 1o make the disposillon shall, by notice, ndvise the other parties of its intention 1o make the disposition,
including in such nolice & description of the working interest proposed 1o be disposed and the Identity of the proposed
assignee, and request their written consent to such dispositien, which consent shall not be unreasonably withheld. Failure
of a party to reply o the request far consent within twenty (20} days of its receipt shall be deamed to be the consent of such
party 1o such disposition. h shall be reasonable for a party to wilhhold fts consent to & digpasition hereunder if It reasonably
belleves that the disposition wauld be likely to have a matetial adversa effect on it, its working interest or operations to ba
sonducted hereunder, including, without limiting the generality of all or any part of the foragolng, a reasonable belief that the
propased assignee does not have the financlal capability to meat prospeclive obligations arising out of this Operating
Progedure.

ALTERNATE - B;

{a) The party wishing to make the disposition {in this Article called “ihe disposlng party”) shall, by notice, advise
sach other garty (in this Artlcle called an “offeres’) of its intenilon te make the disposition, including in such notice
a descilptlon of the working Interest proposed to be dlsposed, the Idenlity of the propesed assignee, the price o
other considaration for which the disposing party Is prepared to make such disposition, the proposed efiestive dala
and ¢losing date of the Uransaction and any othar information respecting the fransaction which the disposing pary
reasonably helfeves would be matetial to the exercise of the offerses' rights hereunder {such notice in thls Articla
called "the dlsposition notlce’),

o] In the event the consideration described In the dispesliion notice eannot be matched In kind and the
disposition nolice does not include the disposing pary’s bona fide asilmate of the value, in cash, of such
considaration, an offeree may, within seven (7) days of the recalpt by the offersas of the dispositian notice, request
the dispaosing party to provide such estimate to the offerees, wheraupon the disposing party shall provide such
astimate In a timely manner and the election peiiad providad hersin to the offerees shall be suspended unlil such
estimate Is received by the offerees.

(<) In the event of a dispute as to the ressanablsness of an eslimale of the cash value of the consideration
described In the disposition notice or provided pursuant to Subclause (o), a5 the case may be, the matter shall be
refarred to arbitration undar the provisions of the Arblration Act or Ordinance of the provinece, state or temitory whare
the jolnt lands are situated within seven (7) deys of {he receipt of such eslimate. The disposing party and the
applicable offerea shall thersupon diligently attempt to complete such arbitration in a timely mannsr. The equivalent
cash consideration dstermined In such arlitration shalt thereupen be deamed 1o be the sals price for the working
interest described I the dispositlon notice,

{d} Within the later oft ) thity {30) days from the recoipt of the dispasition nolice, as modified by any
suspension pursuant to Subclause (0} of this Allarnate B; or Ii), if applicable, fitteen (15) days from receipt of natlce
of the arbitrated valua determined pursuant ta the precading Subolause, sn olleree may give notice to the disposing
party that it elects to purchase the working inlerest described In the disposition notice for the applicable price {in

v
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this Arllcle called a “notice of acceptance”). A notice of acceptance shall creata a binding contractual obligalion upon
the disposing pary 1o sell, and upon an offeree giving a notice of acceptance o purchase, for the applicable price,
all of the working interest included in such disposition notloe on the terms and conditions set forth in the disposition
nofica, However, if more than one afferee gives a natice of acceplance, each such offeree shall purchase the
working inferast to which such nolice of acceptance pertalns In the proportion its working inlerast bears to the tolal
working interest of such offerees.

(e) In the event that the werklng Interest described in the disposition notica Is not dlsposed of to one or more
of the offerees pursuant to the preceding Subclause, the dispesition to the proposed asslgnee shall be subject 1o
the consent of the offerees. Such consent shall not be Unreasonably withheld, and it shall be reasonable for an
offeree to wilhhold its consent to the dispasilion if it reasonably bellsves that tha dispositlon would be likely to have
a material edvarse effect an H, its working inlerest or operaliens 1o be conducted hereunder, including, without
limiting the generality of all or any part of the foregoing, a reascnable beliel that the proposed sssignies does nol
have the financial capabliity to meet prospedtive obllgations arlsing out of this Operating Procedurs, However, an
offeree shall be deemed Lo have consented to the disposition to the proposed assignee, unless, within the time
perlad prescrlbed in Subelausa (d), the offeree advises tha cther parties, by nolice, that it is niot preparad to consent
to such dispasitlon.

M If the warking interes! described in the dispasllion nofice Is nol disposed of fo anae or mere of the offerees
pursuant to Subclause (d), the disposing party may, subject to oblaining the consents prascribed by the preceding
Subclauss, dispose of such working interest at any time within ane hundred and fitty (150) days from the issuance
of such dispesitlon notlee, provided thal such disposillon is not on terms that are more favourable to such purchaser
than those offered In the disposition notice,

(a) Following a disposltion hersin or one hundred and fifty {150) days followlng the issuance of a disposition
nolice from which a disposition did not result, as the case may be, the provisions of this Aernate shall once agaln
apply to the working interest dascribed in the disposition notloe.

2402 EXCEPTIONS TO CLAUSE 2401 — Clause 2401 shall not apply !In the following instances, namely:

{a) An msslghment made by way of security for the assignor's present or future indebtedness, or liabilities
{whether conlingent, ditest or Indlrect and whether flnancial or etherwise), the Issuance of lhe bonds or debentures
of a gorperation, or the petformance of lhe abligations of the asslgnor as a guarantor under a guarantee, provided
that in the event the securlty Is enforced by sale or foreclosurs, Clause 2401 shall apply.

(k) A disposition to an Affiliate of the assignor, or in consequencs of a merger or amalgamation of the assignar
with anolher corporation or pursuant o an assignment, sele or disposilion made by & party of its entire working
interest to a corparation In retusn for shares In Lhat corporalion or to a reglstered parlnership in retumn for an interest
in thai partnership,

(e) A disposition made by the assignor of all, or substantially all, or of an undivided Interest in all or substantially
all, of its petreleum and nalural gas rights in the province, slale or territory where the joint lands are sltuated, and
tor the purposes of this Subclause, *substantially afl" means a parcenlage of ninely percant (909%) or more of the net
hectares held by such party In that provinece, state or tertitery.

{d} A disposliion by a parly n which the net hectares being disposed of by that parly in the Joirl lands represent
{ess than five percent (5%) of the tolal net hectares belng dlsposed of by that party pursuant lo that dispesition.

However, a pary making such a disposltlon pursuant to Subclause {&), (¢) or {d) of this Clauss shall advise the other parties
of such isposition In & timaly manner.

2403 MULTIPLE ASSIGNMENT NOT TO INCREASE COSTS - If any assignment of working [nterest s made te multiple
assignees so as to increase the expenses or duties of the Operator, the Operaler may require the asslgnees {and the agsignor
if i retains a working inlerest) to appaint one of their number as representing all of them for the purposes of this Operating
Procedure, unless armangements satlsfactery to the Operatar are mada te compensate the Operatar for the increased expenses
of dulies,

2404 RECOGNITION UPGN ASSIGNMENT — Other than as required and allowed one pary 1o another elsewhere in this
Operating Procodure, a parly which proposes thal an assignment of a working intetest, or a correspanding interest in the
Agreement and thls Operaling Procedure, shall be effeclive against the parties who are not parlies 1o the assignment (in this
Clause oalled the *other parties?) shall first comply with the provisions of ALTERNATE below (Specify A or B):
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ALTERANATE - A:

The assignment of a working interes! ar & corresponding interest In the Agreement and this Operating Procedure shall only
be effective against the othar parties if:

{ notica of the assignment has been sanved on each of the other parties in accordance with Clause
2401, if applicable; and

{i)  the assignor and mssignas have entered into an agreement with lhe other parties, which Is acceptable
to the other parties, to ensure the assumpfion of and compliance with the chligations of the assigner
by tho asslgnee with respect fo the Inlarest assligned 1o the assignea.

-OR -

ALTERNATE - B:

The assignment of & working interest or a cofreapending interest in the Agreement and this Oparating Procedure shall only
be eflective agalnst the other parties if:

() nollce of the asslgnment has been served on éach of the other parties in accordance with Clause
2401, K applicable; and

(i)  the mssignor and the assignee have entered inlo an agreement with the other parties, to ensure the
assumption of and compliance with the obligalions of the assignor by the assignee with respect to
the Interest asslgned fo the assignes, provided that the other parties shall be deemed to have
executed that agreement, unless, within ninaty (80) days of the recelpt of that agreement, one (1) or
more of the other parties have advised the partles, by notice, that they are nol preparsed to exacute
that agreement and the reasonable ablectlons they have o that agresment.

The assignor shall torthwith give notice to the parlles respecting Lhe stalus of that agresment upon the earliest of; exacution
of that agreement by the other parties; the recalpt of nolicas of one or more of the other parties that they are not prepared
to execute that agreement; or the explry of such ninety (90) dey period, as the case may ba,

The following conditions shall be applicable to the ALTERNATE which is speciffod:

(=) Subject to Subclause {b) of this Clause, If ar assignment is sffected in the manner prescribad in this Clause,
the assignment shall be offective against the olther parties at the time specifled In the agreement provided to the other
parlies pursuent to the Alternate specified in this Clause,

(b) Untit the agreement provided to the other parlies pursuant to the Alternate specified in this Clause has bean
execuled, or, If applicable, deemed to have been exacuted by the other parties, the assignor shall continue fo remain
llable to the other parties for performance of the ebligations spplicable to the asslgned interest under the Agreement
and this Operating Procedure, The other partiss may also rely on the assignor as being trustee for and authorized
agent of the assignes it all matters relating to the assigned interest during such period.

{c) This Clause 2404 shell In no evert oporate to afiect or lmpede an assignment described in Subclause
2402(a).
ARTICLE XXV
LITIGATION

2501 CONDUCT OF LITIGATION — Litigatlon with respeet to the title documents, e joint fands of any Joint operation shall
be condusted for the joint account on bahalf of all parties, unless and to the extent that such Itigation is among the parties.
Each parly shall notlfy the other parties of any process served upaon it, or of any process it Intends to serve, in any action
Involving the title documents, the [oint lands or any Joint operation. The parlies then shal declde whether an action for the
joint account shall be handled by the solicitors of the parties or by joint counsel mulually selectad by the parlies, However,
nathing contained In this Clause shell precluds a party Irom also acling on its own (and at its own sxpense} i, in its opinion,
it considers such action advylsabla or necessaty 1o prolect its parficular Inferest hereunder, provided that a party so acting on
its own behall shall not pursue a course of action contrary to liligation then belng conducted for the joint account.
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ARTICLE YOV

FERPETUITIES

2601 LIMITATION ON RIGHT OF ACQUISITION - Notwhhatanding anythlng to tha contrary contalned hereln, the tight of
any party 1o acqulre any interest in the joint lands heraunder shall not exiend beyond the peried prescribed by the applicable
perpetutities Ragulations or, in the abssence of such Regulations, twenty-one (21) years after the lifetime of the last survivor
of the [awful dascendants now living of Har Malasty Quesn Elizabeth 1.

ARTICLE 00

UNITED STATES TAXES

2701 UNITED STATES TAXES - If for purposas of the United States Internal Revenue Code of 1986, as amended, (“the
Code") thls Oparating Frocedure or the relationship established thereby conslitutes & partnership as defined in Section 761{a)
of the Code, aach of the pariss who are entitled under such Section te alect, hersby elects to have such partnership excluded
from the applicatlon of Subchaptar K of Chaptor 1 of Subtille A of the Cods, or such portlon thereof as the Secretary of the
Treasury of the United States, or his delegate, shall permit by election o be excluded therefiom. The Operator is authorized
1o execute such eleclion on behalf of the parlies who are entliled to make such election and to file the election with the proper
United States government ofilce or agency. The Operator Is further authorized and directed to exacule and file such additional
and further evidence of such eleclion as may be required, all at the expenso solely of those pariles subject to the Code.
However, i the Oparator is net aubjeat to the Code with respect to lhe joint Iands, the abligations of the Operator under Lhis
Clause shall be fulfilled by the party who is subject to the sald Code with respeet te the joint lands and who, among those
parties subject to the Code, holds the greatest warklng Inierest.

ARTICLE o0/

MISCELL ANEOLIS

2801 SUPERSEDES PREVIOUS AGREEMENTS ~ Except for the Agreement (other than 1o the extent thal the Agreement
by its ferms becomes Ineffectlve when this Operating Procedura is made effective), this Operating Procedure supersedes all
other agreements, documents, wrltings and verbal understandings among the parties relating to the jelnt lands and any
production facliiles, and expresses all of tha terms and conditions agreed upon by the partles with raspect to the joinl lands
and any production facliilies.

2802  TIME OF ESSENCE — Time shall bs of the essenca in this Operating Procadure,

2803  NO AMENDMENT EXCEPT IN WRITING — Exeep! as otharwlse provided in this Operating Procedure, no amendment
or varialion of the provisiens of this Opoeraling Procedure shall be binding upon any party unless and until i is evidenced
In writing executed by the padies.

2804  BINDS SUCGESSORS AND ASSIGNS - Subject ta Lhe provisiona of Article XXIV, this Operating Procedure shall enure
lo the benefit of and shall bind the parlies, thelr respectiva successors and assigns and the halrs, axecutors, sdministrators
and assigns of natural persens whe are or become partlas.

2805  LAWS OF JURISDICTION TO APPLY ~ Thls Opetating Procadurae shall for all purposes be construed and Interpreted
according 1o the laws af the jurisdiction within whish the Jalnt lands are sliuated and the lews of Canada applicable thersin.
The courts having jurlsdiction with respect 1o matters reflating to this Operating Frocedure shall be the courds of that
jurtsdiclion.

2806 USE OF NAME — Each party agrees 1hat it will not use, suffer or permlt te be used, directly or indirectly, the name
of any other pacty for the purpose of, or in conneclion with, the financing, in whole or in part, of any operation hereunder,
in connection with the offering for sale of shares of stack or any other sscurilies or for the farmatlan or promelion of any
business enterptiss, without, in each instance, first oblaining the wrilten consent of that other party,

2807  WAIVER OF HELIEF — The parlies acknowledge that any default, forfelture or assignment provisions contained in this
Qperating Precedurs are, in vlew of the risks inherent in the axploration for peiroleurm substances, reasonable and equitable.
Each paify waives any and all rights which it may have al law, in equity or by the Reguiafions, against default, fodfellure or
ponalty if such provislons ate Invoked.



CAPL - 1950

ARTICLE X)X
TERM

2001 TO CONTINUE DURING ANY JOINT OWNERSHIP — Subject to Glause 1803, this Operating Procedure shall terminate
when no portion of the joint lands and no production fasllity ls owned joinlly by two ar more partias or at that later date ugon
whish, Joint ownershlp continuing, all title documents have terminatad, all walts on ihe Joint lands have baen abandoned, all
equipmen relating thereto salvaged and a final setilement of accounts has been made amang tha partles, provided that those
provisions relating to audit, flability, indemnity, disposal and salvage of material and enforcement on default shall survive for
six (6) yoars thereafter.
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Agreement for the Construction, Ownership
and Operation of the Hooker Gas
Gathering System

HEAD DOCUMENT

This Agreement is dated as of the first day of August 1, 2000 among:

EXXONMOBIL CANADA ENERGY AS SUCCESSOR IN INTEREST BY CHANGE OF
NAME TO MOBIL OIL CANADA, a general partnership having an office in the City of Calgary,
in the Province of Alberta (hereinafter referred to as Mobil);

COMPTON PETROLEUM CORPORATION, a body corporate having an office in the
City of Calgary, in the Province of Alberta (hereinafter referred ta as Compton);

DYNEGY CANADA INC., a body corporate having an office in the City of Calgary, in
the Province of Alberta (hereinafter referred to as Dynegy);
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I‘l

WHEREAS the Owners desire to enter into an agreement to provide for the construction, ownership and
operation of the Facility to gather, fransport and compress Inlet Substances.

The Owners hereby agree as follows;

ARTICLE|
INTERPRETATION
1.  Deflnitions
All capitalized terms used herein shall have the meaning assigned in the Operating Procedure and, In
addition, the following words and phrases shall have the foflowing respective meanings, namely:
)] "Effective Dale™ means the 1% day of August, 2000;
{b) "Owner's Substances" means an Owner's working interest or royalty interest (taken in kind) share
of raw gas volumes producing to the Facility, For clarity if a Midstream Comipany exercises a lien

provision provided for herein, the Midstream Company cannot because of exercising the said lien
be considered to have produced Owners Substances:

{c) “Conversion” means a sale by a Midstream Company of its Ownership in a Functional Unit to an
Owner (other than a Midsiream Company) producing Owners Substances or a Midstream
Company that produces Owner Substances to a Functional Unit;

{d) "Customer Substances” means a non-Owners share of working interest or royalty interest (taken
in kind) share of raw gas volumes utilizing the Capacity of a Midstream Company in a Functional
Unit;

{e) "Midstream Company” means Dynegy Canada Inc. or successor Owner that gathers and
compresses Gustomer Substances using it's Capacity Ownership but does not produce Owner
Substances to a Functiona) Unit;

® "Inlet Substances" means Owner's Substances, Customer Substanges and Outside Substances;

(q) "Operating Procedure” means Exhibit "A" hereto, excluding the Appendices; and

) "Outside Substances" means those Inlet Substances which are not Owner's Substances or
Customer Substances.

102. Headings

The headings of the Arficles and Clauses of this Agreemient have been inserted for convenience of
reference only and shall not affect the interpretation hereof:

103. References

Unless ofherwise expressly stated the words “hereinbefore", "hereinafter”, "hereunder", "herein", and
"hereof" in the Head Document refer to the provisions of this Head Document and references to Articles, Clauses,
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Subclauses or Paragraphs in the Head Document refer to Articles, Clauses, Subclauses or Paragraphs of this
Head Docurment.

104.  Conflicts

If any provision contained in this Head Document conflicts with a provision contained in Exhibit "A", the
provision in the Head Document shall prevail. If any provision contained in an Appendix conflicts with a provision
contained in the Operating Procedure, the provision in the Operating Procedure shall prevail, except when using a
defined term in the Appendix fitled "ACCOUNTING PROCEDURE?", in which case the meaning assigned fo that
term in the Appendix titted “ACCOUNTING PROCEDURE" shall prevail for the purposes of the Appendix titled
"ACCOUNTING PROCEDURE”. If there is a confiict between any provision in this Agreement and the
Regulations, the Regulations shali govem, except that the allocation of responsibility for losses as provided herein
(including, without restricting the generality of the foregoing, Article V of the Operating Procedure) shall govern
the relationship of the Owners. [f there is a conflict as provided above, the Head Document, the Operating
Procedure or the Appendix, as the case may be, shall be modified accordingly to the extent necessary to resolve
such conflict and, as so modified, shall continue in full force and effect.

ARTICLE Il
EXHIBIT "A"
201. Exhibit "A"

Exhibit "A", being the Operating Procedure and a series of Appendices, which sets forth cerfain business
and technical matters relating to Joint Operations, is attached hereto and forms part of this Agreement. Only the
following Appendices, as indicated below, are part of this Agreement:

FORMS PART OF THIS

AGREEMENT AS
APPENDIX NO.:

(@ *"FACILITY AND FUNCTIONAL UNIT PARTICIPATION"
which describes the Facilities that are subject to this Agreement I
and the ownership of such Facility;

(b) "DESCRIPTION OF FACILITY AND FUNCTIONAL UNITS AND
MAP "
which provides the descriptionsthat are necessary to identify the II
location of the Facility, the Functional Units and shall include a
map of the Facllities;

{c) "ACCOUNTING PROCEDURE"
which describes the costs and related credits the Operator is Iil
allowed to bill the Owners, in respect to Joint Operations
conducted hereunder, the Operator has incurred on behalf of the
Owners and certain other rights, obligations and limitations
related to the Joint Account;

(d) "STRUCTURE AND SHARING OF THE JOINT ACCOUNT”
which describes the sirueture of the Joint Account and sets forth v
the basis of sharing costs among the Owners and the distribution
of the fee income among the Owners;
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(e) "CAPACITY USAGE AND FEES"
which describes, pursuant to Clause 604; nominal capacities, the v
priority to use capacity and the fees related to excess capacity
usage by Qwners and non-Owners;

{f) "INSURANCE"
which describes; the types, limits, responsibilities for carrying and VI
similar insurance management matters pertaining to the Fagilities
and Joint Operations;

(g} "SPECIFICATIONS OF INLET SUBSTANCES FACILITY
PRODUCTS AND OPERATING CONDITIONS™ VIt
which describes the specifications of Inlet Substances and Facility
Products;

(h) "FACILITY PRODUCT ALLOCATION PROCEDURE"
which, subject to Articles Vil and VINI of the Operating Procedure, VIII
describes the procedure for allocating Facility Products;

() "MEASUREMENT"
which, subject to Article VII of the Operating Procedure, describes X
the procedures and responsibilities for measurement where such
procedures and responsibilities are specific to measuring Inlet
Substances, components of Inlet Substances and Facility
Products within the respective Functional Unit, at the Functional
Unit Inlet and at the Functional Unit Qutlet;

L] "INVESTMENT VALUES" X
which is a record of historical Facilily Capital Costs borne by the
Owners;

(k) "ENLARGEMENT AND NEW CAPITAL"
which describes the terms and conditions by which the Owners X1
agree to an Enlargement of the Facilities;

) "DISPUTE RESOLUTION"
which describes the disputa resolution and arbitration processes X1
to be followed by the Owners;

(m) “WELLS”
which is a list of Wells which are served by the Facillity; - pAll|

(ri) "ENVIRONMENTAL MATTERS"
which sets out the rights of the Owners and the responsibility of Xiv
Operator to identify, report and react to environmental matters;
and
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202. Amendment of Operating Procedure and Appendices

(a) Subject to Subclause 202(c) hereto, and Subclause 204(h) of the Operating Procedure, the
Operating Procedure and the Appendices may only be revised, amended of replaced by the
unanimous agreement of the Owners.

(&) An affirmative vote of Owners having a combined Facility Participation of one hundred percent
{100%) and conducted in accordance with Clause 204 of the Operating Procedure, excepting
thereout Subclause 204(b) therein, shall be deemed 1o constitute unanimous agreement hetween
all of the Owners and each Owner, whether such Qwner voted or was deemed to have voted,
shall be bound thereby.

(o) The aperation of this Clause shall not restrict the Operator from revising Appendices as provided
for under this Agreement, and when required, to accurately reflect routine consequential
changes, such as Facility Participations and amalgamations.

(d) Operator shall provide each Owner with one copy ofany revision, amendment or replacement in
a timely manner.

ARTICLE Il
PURPOSE OF THIS AGREEMENT AND THE FACILITY

301. Agreement Purpose

The purpose of this Agreement is to document the terms of ownership of the Facility, to allocate Facility
costs and to provide terms for the construction and operation of the Facility for each Person delivering Inlet
Substances to the Facility.

302. Facility Purpose

The purpose of the Facility is to gather, transport and compress Inlet Substances.
ARTICLE IV
BASIS OF PARTICIPATION

401. Initial Participation

The Owners of each Functional Unit agree that, as of the Effectivé Date, the initial Facility Participation
has heen expressed as a percentage in the proportion that each Owner's investment value in ali Functional Units
bears to the aggregate investment value of all Owners investment value in all Functional Units and such
percentages are set forth in Appendix | of Exhibit “A” to the Operating Procedure.

402. Investment Values

Investment value, as of the Effective Date, shall be expressed in dollars and calculated by Operator. The
investment value for the Facility or each Functional Unit has been determined by calculating the specific installed
costs of the Facility or Functional Unit. Thé common costs of each Functional Unit have heen allocated to each
Functional Unit on the basis that the specific installed cost each Functional Unit bears to the aggregate of the
specific installed costs of the Functional Units.
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403.  Future Particlpation

The basis of participation In an Enlargement of the Fagility or any Functional Unit shall be determined
pursuant to Exhibit "A", under the Appendix titled "ENLARGEMENT".

ARTICLE V

COMMITMENT TO DELIVER TO THE FACILITY

501.  Commitment to Deliver to the Facility

(8)

(b)

ARTICLE V!

Alternate E immediately below shail apply:

ALTERNATE A. Owner's Substances are hereby dedicated to the Facility.

ALTERNATE B. Owner's Substances produced from the wells listed under the Appendix
titted "WELLS" are hereby dedicated to the Facility.

ALTERNATE C. Owner's Substances produced from the ‘ zone in the wells
listed under the Appendix titled "WELLS" are hereby dedicated to the
Facility.

ALTERNATE D.. The Owners agree that thers is no commitment to deliver Owner's

Substances to the Facllity.

ALTERNATEE. The Owners agree that this Agreement does not commit the delivery of
Owner's Substances nor Customer Substances to the Facility. For
clarity, this Agreement does not amend any commitment to deliver gas
which an Owner may have pursuant to any other agreement.

Subject to the provisions of this Agreement, and unless excused by the Operating Committee or
otherwise precluded from delivery under the Regulations, each Owner shall only be committed fa
deliver or cause to be delivered in accordance with alternate A, B, C or E of Clause 501(a) all of
its Owner's Substances, up to Alternate NJ/A immaediately below:

ALTERNATE A. such Owner's share of Functional Unit Capacity,
ALTERNATE B. the overall available surplus Functional Unit Capacity in the Fagility,
and the Operator shall accept all Owner's Substances if delivered within the specifications as set

out in the Appendix titled "SPECIFICATIONS OF INLET SUBSTANCES AND FACILITY
PRODUCTS".

OPERATIONS AND OPERATORSHIP

601.  Initial Operator

The Owners hereby designate Dynegy Canada Inc. as the initial Operator and Dynegy Canada Inc.
accapts such designation.
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602, Construction and Operation of the Facility

The Fagility shall be constructed and operated according to the terms of this Agreement.

603. Ownership

Each Owner shall own an undivided percentage interest in eaah Functional Unit equal to its Functional
Unit Participation. Operator shall hold such interests in trust for the Owners subject to the provisions of this
Agreement.

604. Capacity

(a) Each Owner shall have the right to use their Capacity Ownership. The Capacity and terms and
conditions related to the use of Capacity shall be as set forth in the Appendix titled "CAPACITY
USAGE AND FEES".

(b) All Customer Substances shalf use thé Capagity of the.Midstrearn Company. If at any time the
Midstream Company produces Owner Substarices or disposes of its working interest in a
Functional Unit to an Owner (other than a Midstream Company), it shall lose its right to gather
and compress any new Customer Substances and only existing Customer Substances can utilize
a Midstream Company’s Capacity. As of the effective date of disposition or production of Owner
Substances by a Midstream Company, any production from any new well or new producing zone
(not owned by an Owner) delivering to a Functional Unit shall be treated as an Outside
Substance and no new Gustomer Substances shall utilize a Midstream Companys Capacity.

{c) The Facilily is designed for, and is deemed to have, an initial Capacity (on a Functional Unit
basis) as set forth in Table | of the Appendix titled “CAPACITY USAGE AND FEES" The
foregoing capacity may be redetermined under this Agreement and set forth in the Appendix titled
"CAPACITY USAGE AND FEES ".

ARTICLE VIl
EFFECTIVE DATE
701.  Effective Date
This Agreement shall be effective on the Effective Date,
ARTICLE VIl
PRIOR COMMITMENTS

801.  Prior Commitments

The Owners hereby acknowledge that prior to the execution of this Agreement, Operator may have
contracted with various pariies for the design and construction of the Facility. Subject to Clause 802, the Owners
hereby acknowledge that any commitments, expenditures, covenants, obligations, duties, responsibllities, rights
and agreements of Operator made, arising or incurred as a result thereof have been made, incurred or performed
by the Operator on behalf of the Owners and the Owners hereby ratify and confirm the same and agree to be
responsible for them in agcordance with each Owner's Facility Participation or Functional Unit Participation, as the
case may be, except to the extent that they arise from the Gross Negligence of the Operator.

Head Docliment 7



802, Existing Conditions

Any existing commitments or expenditures made by an Owner on behalf of the Parties to this Agreement
shall be chargeabls for Joint Operationis.

ARTICLE IX
OPERATING AND ACCOUNTING PROCEDURES

901.  Operating Procedure

The Operating Procedure is the Operating Procedure contained In the 1999 PJVA Model Construction,
Ownership and Operating Agreement and has not been modified except as specifically noted in Exhibit "A”.

802.  Accounting Procedure

The Accounting Procedure is the 1986 PASC Accounting Procedure and has not been modified except
as specifically noted in the Appendix fitled "Accounting Procedure™.

903. Prevailing Provisions

In the svent that modifications are made fo either the Operating Procedure or the Accounting Procedure
and such ‘modifications are not appropriately noted pursuant to Clauses 901 and 902 then the applicable
provisions in the standard Operating Procedure and Accounting Procedure named in Clauses 901 and 902 are
deemed to prevail.

ARTICLE X
NO AMENDMENT EXCEPT IN WRITING

1001. No Amendment Except in Writing

No amendment or variation of the provisions of this Head Document shall be binding upon any Owner
unless and until it Is evidenced in writing and executed by each of the Owners.

ARTICLE XI
AGREEMENT EXECUTION

1101. Execution in Counterpart

This Agreement may be executed in as many counterparis as are necessary and all executed
counterparts shall constitute one Agreement.

The Operator shall promptly supply each Cwner with copies of a full set of counterpart execution pages.
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. IN WITNESS WHEREOF the Owners have execufed this Agreement each on the date shown above
its execution hereof,

DATE: Marel 12, 2o0]

OWNER: ExxonMobil Canada Energy as successor in
interest by ¢

PER: / / M‘f 1

NAME: zﬁ‘C/R.I:'.- (Rob) Lesage /

TITLE: Jolnt Venture Mgn_a_ggr

PER:
NAME:
TITLE:
. MOBIL |
- ADDRESS FOR SERVICE: -V @—
ExxonMobil Canada Energy
P.0. Box 800 %K—
237 — 4" Avenue S.W, ﬁ .
Calgary, Alberta
T2P-2J7
Fax No.:
E-mail:
‘ This is the Execution Page of the Agreement for the
' . Construction, Ownership and Operation of the Hooker Gas Gathering Sytem
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N IN WITNESS WHEREOF the Owners have executed this Agreement each on the date shown above
.‘ its execution hereof.

DATE: November 28, 2013

OWNER: Comptor Rescurce Partnership

PER:

NAME: Floyd Krukoff

TITLE: Vice President, Engineering
. PER:

NANMNE: ‘Gord Harvey

TITLE: Manager, Joint Ventures

ADDRESS FOR SERVICE:

400, 1035 - 7" Avenue SE

Calgary, Alberta
T2P 3E2

Fax No.: {403) 205-3234

E-malil: GHarvey@comptonpetroleum.com

This is the Execution Page of the Agreement for the
Construction, Ownership and Operation of the

ﬁ Hooker Gathering System
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. IN WITMESS WHEREOF the Owners have executed this Agreement each on the date shown above its
execution hereof.
DATE: Mase. 2.4 / 209 |
¥
OWNER: Compton Petroleum Corporation

NAME: Mweray T, grba_@_t:a

TITLE: V> zne 4 O Pezariony
PER:
NAME:
TITLE:
. ADDRESS FOR SERVICE:

Compton Petroleum Corporation
Suite 3100, 150 — 6" Avenue S.W.
Calgary, Alberta

T2P-3Y7
Fax No.: 437 -9410
E-mail; Swuzykeski@ comptor pedrolewn , com

This is the Execution Page of the Agreemerit for the
Construction, Ownership and Operation of the Hooker Gas Gathering Sytem
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IN WITNESS WHEREOF the Owners have executed this Agreement each on the date shown above its

. execution hereof,

DATE: Hisch 28 2000
OWNER: Dynegy Canada Inc.

% o

NAME: Shewin Pudivson

TITLE: W (‘ i S gl £
PER: B
NAME:
TITLE:
. ADDRESS FOR SERVICE:

Dynegy Canada Inc.
Suite 2200, 350 - 7" Avenue S.W.

Calgary, Alberta
T2P-3NS
Fax No.: 403 2i3 - {208
E-mail; Shown, pahﬁi.‘ﬂ & M,ﬂ%u. Eom
¥ K ¥

This is thie Execution Page of the Agreement for the
Construction, Ownership and Operation of the Hooker Gas Gathering Sytem
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.IN WITNESS WHEREOY the Owners have executed this Agreement each on the date shown above its
W cxccution hereof.

DATE: Apeic o, oo

OWNER: Border Midstream Services, Ltd.

PER: MM

NAME: Reberr A N[i /l

TITLE: Fresiden
PER:
NAME:
TITLE:
. ADDRESS FOR SERVICE.: Border Midstream Services, Ltd.
1830, 520 — 5™ Avenue S. W.
Calgary, Alberta
T2P 3R7
Fax No.: oa-268 -~ 2265
E-mail: Mev le spence @ bndunidsiyeam, cond

This is the Execution Page of the Agreement for the
Construction, Ownership and Operation of the Hooker Gas Gathering System

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

® ™

RE\ZWHNI627
WALEGAL\RR\DOC\2001\0284 EXECUTION PAGE OF CO&0Q AGREEMENT.DOC



EXHIBIT "A”" to

® AGREEMENT FOR THE CONSTRUCTION, OWNERSHIP
AND OPERATION OF THE
HOOKER GAS GATHERING SYSTEM
OPERATING PROCEDURE

Petroleum Joint Venture Association
1999

Exhibit "A", Operating Procadure, No, 0, Revislon _ , Cotrection , Mail Ballot No.. , Effeciive




. EXHIBIT "A" to
AGREEMENT FOR THE CONSTRUCTION, OWNERSHIP
AND OPERATION OF THE
HOOKER GATHERING SYSTEM

Elections and Modifications to the 1999 Operating Procedure

{(a) The following clauses of the Operating Procedure include the fellowing elections, altémates, options or values:
101(k) Enlargement: combined part (i) and (i)
204 Voting Procedures:
[{9)] Negative Vole: fifty five percent (55%); fifty five percent (55%)
{e)() General Vote: two (2) or more Owners; seventy five percent {75%)
(e){ii) General Vote: two (2) or more Owners; seventy five percent (75%)
{e)(iiiy General Vote: two (2) or more Owners, sevénty five percent (75%)
. 4] Removal of Operator: two (2) or more Owners; ninety percent (90%)
(i)  Removal of Operator: ninety percent (90%)
((s)] Replacement of Operator: two (.‘5.) or more Owners; ninety percent (90%)
(h) (@ Amendment of Appendices: Appendices VI, XIl, XIli and XIV
()] Amendment of Appendices: two (2) or more Owners; seventy five percent (75%)
(2) Amendment of Appendices: two (2) or more Owners; seventy five percent (75%)

® Amendment of Appendices: two (2) or more Owners; seventy five percent (75%)

! Termination: two (2) or ynore Owners; ninety percent (90%)

0 Affirmative vote of 50% or more of the Owners with each Owner able to cast a single vote,
B802(b)(iii) Set-off: Alternate _ A

805 Distribution of Proceeds: Alternate _A

. (Complete one only of the following for the Alternate chosen for 805 above).

A: two point five (2.5%)

Exhibit "A", Operating Procedure, No. 8; Revislon , Correction ; Mali Ballot Mo. , Effective August 1, 2000.




B:

® -

_— ($;fﬁs): — . (& _/Mo°md), ___.._ $__1

_¢_)

901  Disposal of Interest:  Alternate _B

802  Unrestricted Disposal:

@
(e)

shall _X__/shallnot___apply

shall _X__/shall not___ apply

1109  Statute of Limitations: four (4) Years

{b) The Operating Procedure is modified as follows:

s 8 9 2 & 8 & @9

Exhibit "A", Operating Procedire, No. 0; Revislon , Comedtion . Mail Ballot No.

Subclause 101(e) add the wording “Table | of the Appéndix titled “CAPACITY USAGE AND FEES"
Subclause 101 (h) referred the definition to the Head Document

Subclause 101{]} modified

Subclause 101(r) amended clause to include “and if applicable decommissioning, abandonment and
reclamation costs of a Functional Unit;”

Subclause 101(s} add the wording “in accordance with the Appendix Il of Exhibit A"

Subclause 101(bb) replaced “Operator” with “Owners"

Subclause 101(cc) referred the definition to the Head Docuiment

Subclause 101(gg) new definition

Subclause 101{kk) placed in the Head Document

Subclause 101¢{nn) referred the definition to the Head Decument

Subclause 102(h) inserts the word “parinership” line 2.

Subclause 204¢h)({ i) defeted

Subclause 204([) new clause added Votes on Matters Relating to Environment, Health and Safety
Subclause 304(c) delete all the wording after “Arficle IX" in the 4" line and add the following “the Owners
cannot agree as fo whom should be Operator, the Owner with the largest Functional Unit Parficipation shall
become Operator.”

Clause 401 insert the following wording after the ward "Operations” in line 3. “Operator is required to abfain
approval of all Owners before changing operating conditions in a Functional Unit that would adversely affect
existing well flow rates of Owner Substances or Customer Substances already connected to the Facility, by
more than ten (10) percent. If approval to change operating conditions is not obtained from the Owners, the
Operator shall take corrective action to ensure that existing wells connected to a Functional Unit are not
affected by greater than the said percentage, after one (1) calendar week of stabilized flow. When
determining how much existing well flow rates are affecled by changes in operating conditioris, the baseline
for calculating the said affects shall be the stabilized producing rates of connected wells prior to the changes
in opérating conditions.”

Subclause 501(a) add the wording “and their respective” or “or their respective” after the word “Affiliates” in
lines 2,6 and 9.

Subclause 501(b) adds the wording “and their respective” afler the word “Affiliates” in line 3.

Clause 502 add the wording “and their respective” or “or their respective” after the word “Affiliates” in lines 2,
5and 7.

Clause 504 adds the wording “ottier than environmental liabilities” in line 4.

Clause 505 inserted the word *environmental” In the 1*line and delete everything after the word “Owner” in
the third ling.

Clause 801 Change title by adding the wording “and non-Owner" also add this after the word “Owner’ in the
first and second lines.

Clause 802 delete everything after the word “Month” in the third line and replace with “The allocation ofthe
losses will be based upon the proportionate share that each Owner's and non-Owners volume of Inlet
Substances delivered to a Functional Unit bears to the tofal volume of all Inlet Substances delivered 1o the
said Funetional Unit. Notwithstanding the above, if Operator is able to identify a discreet stream for the said

, Effective August 1, 2000,




losses, the ownership of the lost volumes shall be borne by the Owners and non-Owners of tha said stream in
proportion to their ownership of the lost voluimes.” Also deléted reference to the Appendix.

Clause 803 delete everything afterthe word “Owner” in the second line and replace with “arid non-Owner
based upon the proportionate share that each Owner's and non-Owners volume of Inlet Substances delivered
to a Functional Unit baars to the fotal volume of alf Inlet Substances deiivered to the said Functional Unit.”
after the word “Owner”,

GClause 902 new subhclause (f)

Clause 205 new subclause (¢)

Clause 1001 deletes the eiitire wording after the word “survive™ in the 5" line.

Clause 1119. Restrictions new clause.

(©) If any provision contained in the Operating Procedure conflicts with a provision contained In this Elections and
Modifications Form, the provision in the Elections and Modifications Form shall prevait.
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EXHIBIT "A" to

Agreement for the Construction, Ownership
and Operation of the
Hooker Gas Gathering System

1999 OPERATING PROCEDURE

ARTICLE |

INTERPRETATION

101. Deéfinitions

All capitalised terms used herein shall have the meaning assigned in the Head Document and the Accounting
Procedure, and, in addition, the following words and phrases shall have the following respective meanings, namely:

(@) "Accounting Procedure™ means the Appendix titled "ACCOUNTING PROCEDURE",

) "Affiliate" means, with respeact to any Owner, any other Person which is affiliated with such Owner, and
for the purposes hereof.

. (i) two Persons will be considered to be affiliated with one another if one (1) of them controls the
other, or if both of them are controlled by a commion third Person, and

(ii) one (1) Person will be considered to control another Person if it has the power to direct or cause
the direction of the management and policies of the other Perscn, whether directly or indirectly,
thraugh one (1) or more intermediaries or otherwise, and whether by virtue of the awnership of
shares or other equity interests, the holding of voting rights ot contractual rights, or otherwise;

c) "agreemeni” means the Head Document together with the Operating Procedure ahd the Appendices;
_Agreement

(d) "Appendix" means any of the appendjces (as amended) attached to the Operating Procedurs, as
indicated in Article Il of the Head Document,

(&) "Capacity" means, with respect to any Functional Unit, the daily volumetric handling capability of such
Functional Unit, as set forth in Table | of the Appendix titled “CAPACITY USAGE AND FEES" and as may
be redetermined under this Agreement;

i) “Cap‘acity Ownership" means an Owner's share of Capacity equal to its Functional Unit Participation;

) "Gapital Costs" means all expenditures incurred in connection with the Initial Constructien of the Facifity
(including commissioning and testing immediately after Initial Construction), any Madification or
Enlargement and any other expenditures so designated by the Operating Committee;

(h) “Customer Substances” has the meaning ascribed to it in the Head Document;

Exhibit "A", Operating Procedure, No, & Revision , Correclich . Mail Ballot No. , Effective August 1, 2000,
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"Day” means a period commencing at 0800 hours on any calendar day and ending at 0800 hours on the
immediately next succeeding calendar day, or at such other time as may hereinafter be set by
the Operating Commitiee;

Effective Date" has the meaning ascribed to it in the Head Document;

“Enlargement” means an expansion, addition or enhancement to the Facility that:

()] increases the Capacity of an existing Functional Unit and is required to process, treat or handle,
as the case may be, additional volumes of Inlét Substances or the components thereof, in excess
of an Owner's Capacity Ownership in an existing Functional Unit, or

(in adds a new Functional Unit to the Facility that duplicates the function of an existing Functional
Unit or adds a new function to the Fagility;

"Exhibit "A" means this Operating Procedure and the Appendices;

“Facllity” means ali real and personal property of every nature and kind attached to, forming part of or
used in connection with Joint Operations, maintained and held by Operator in accordance with this
Agreement and as described under the Appendix tited "DESCRIPTION OF FACILITY AND
FUNCTIONAL UNITS AND MAP";

"Facility Inlet’ means the point at which Inlet Substances first enter the Facility;

"Facility Outtet" means the point at which Facility Products leave the Facility;

“Facility. Participation” means the percentage voting interest of each Owner as set forth opposite such
Owner's name under the Appendix titted "FACILITY AND FUNCTIONAL UNIT PARTICIPATION®

“Facility Products” means all substances recovered from the processing or handling of Inlet Substances
in the Facility, which are available for delivery from the Facility, excluding such substances as are
unavoidably lost, consumed as fuel or flared in Joint Operations;

“Fixed Operating Costs" means those Operating Costs that do not vary with production or throughput
volume, such as, but not limited to, property taxes, insurance, surface lease rentals and if applicable
decommissioning, abandonment and reclamation costs of & Functionaj Unit:

"Forecast” means a written statement, initiated by Operator, of the Joint Operations which are anticipated
to be conducted during the Forecast Period in accordance with Appendix tll of Exhibit A, together with a
written statement of the estimated expenditures to be made iri connection with such Joint Operations;

"Forecast Period" means a period of one (1) Year, provided that if this Agreement does not come into
effect as of the beginning of a Year, the first such period for the Year in which this Agreement comes info
effect shall comprise the portion of such Year remaining after this Agreement comes into effect;

"Functional Unit" means a separate component of the Facility described under the Appendix titled
"DESCRIPTION OF FAGILITY AND FUNCTIONAL UNITS AND MAP" (and means the whale of the
Facility if there is no separatjon into Functional Units), and all real and personal property of every nature
and kind attached to, forming part of or used in connection with the operation thereof;

"Functional Unit Inlet" means with respect to any Furctional Unit, the point where Furictional Unit
Products, Inlet Substances or any portion thereof, first enier such Functional Unit;

; Effectlve August 1, 2000.
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"Functional Unit Qutlet” means, with respect io any Functional Unit, the point where Funciional Unit
Products |leave such Functional Unii;

"Functional Unit Participation” means, with respect to any Funcfional Unit, the percentage interest
ownership of each Owner in such Functional Unit as set forth oppdsite such Owner's name under the
Appendix tiled "FACILITY AND FUNCTIONAL UNIT PARTICIPATION";

"Functional Unit Products” means all substances recovered from the processing or handling of Inlet
Substances or products of other Functional Units in a Functional Unit, which are available for delivery
from the Functional Unit, excluding such substances as are unavoidably lost, consumed as fie} or flared
in Joint Operations;

"Gross Negligence" means:

)] a marked and flagrant departure from thé standard of conduct of a reasonable person acling in
the circumstances at the time of the alleged misconduct, or

(il) such wanton and reckless conduct or omissions as constitutes in effect an utter disrepard for -
harmful, foreseéable and avoidable consequences,

provided that Gross Negligenice shall not include any act or omission, insofar as it was done or omitted to
be done in accordance with the instructions or express concurrence of the Operating Committee;

"Head Document" means the agreement to which this Exhibit "A" is attached;

"Initial Construction" means construction of the Facility compieted by the Owners pursuant to Article IV
prior to the first Day of the Month in which the Facility commences operation and is capable of delivering
specification Facility Products to the Facility Outlet for an uninterrupted period of thirty (30) Days;

"Inlet Substances" has the meaning ascribed to it in the Head Document;

"Joint Account" means the account set up pursuant to Clause 601 showing the charges paid and credits
received as a result of Joint Operations and which are to be shared by the Owners in accordance with the
terms of this Agreement;

"Joint Operations” means alt activities resulting in Capital Costs (including, if applicable, Initial
Construction), Operating Costs and all other acfivities undertaken in connection with the Facility, where
such activities are conducted for the Joint Account under the terms of this Agreement;

"Market Price" means the ptice at which Facility Products are to be seld pursuant to Article Vil if an
Owner does nof take its share of Facility Products in kind and separately dispose of the same, which
price is not unreasonable having regard to market conditions applicable to similar production in amm's
length transactions at the time of such disposition, including, without restricting the generality of the
foregoing, such factors as the volumes available, the kind and quality of Facility Products to be sold, the
effective date of the sale, the term of the sale agreemént, the point of sale of the Facility Products and
the type oftransportation service avaitable for the delivery of the Facility Products to be sold;

“Midstream Company® has the meaning ascribed to it in thé Head Document;

"Modification” means an expansion, addition or enhancement to the Facility that is not an Enlargement;

"Month" means a calendar month, commencing at the beginning of the_ﬁrst Day thereof and ending at the
last Day thereof, or at such other times as may hereafter be set by the Operating Commiittee;

Exhikit "A", Operating Procedure, No. 9 Ravision , Correction , Mail Ballot No. , Effercltive August 1, 2000,

3



0
® «

(I

(mm)

(nn)
(00)
(pp)
(qq)
()

(88)
(tt)

(uw)

"Non-Operator” means an Owner other than Operator;

"Operating Committee” means the committee composed of the duly authorised representatives of each of
the Owners, established pursuant to Article 1l of the Operating Proceduie:

"Operating Costs" means all costs and expenses, except Capital Costs, incurred in connection with the
testing, operation, repair and maintenance of the Facility

"Operator” means the Owner so designated under the Head Document or such other Owner as
subsequently may be designated by the Operating Committes:

"Outside Substances" has the meaning ascribed to It in the Head Document;

"Owner" means a party to this Agreement;

"Owner’s Substances" has the meaning ascribed {o it in the Head Document;

"Person" means an individual, firm, body corporate, partnership or other legal entily, as the case may be;

"Regulations” means all statutes, laws, rules, orders and regulations in effect from time to time ({including
any amendments thereto or replacements thereof) and made by governments or governmental boards or
agencies having jurisdiction over the Facility or Joint Operations:

"Surplus Capacity” means with respect to any Functional Unit, that portion of the Capacity which is
available from time to time, but which is not being utitized by the Owner(s) entitled to use such Capacity;

"Wariable Operating Costs" means those Operating Costs that remain after exeluding Fixed Opeérating
Costs and that vary with throughput volume of Inlet Substances: and

"Year" means a calendar year, commencing at the beginning of the first Day of January and endihg at the
last Day of December, or at stich other times as may hereafter be set by the Operating Committee,

102. References

Unless otherwise expressly stated:

(a

®)

{©
(d)

()

Exhibit "A", Opérating Procedure, No. &; Revision , Gorrecfion , Mail Ballot No.

the words "hereinbefore", "hereinafter”, "hereunder", "herein”, and "hereof'in the Operating Procedure
refer to the provisions of this Operating Procedure, and references to Articles, Clauses, Subclauses or
Paragraphs in the Operating Procedure refer to Articles, Clauses, Subclauses or Paragraphs of this
Operating Procedure;

whenever the singular, masculine or neutér is used in this Agreement, the same shall be construed as
meaning plural or feminine or body politic, partnership or corporate or vice veisa, as ihe context so
requires;

all times reférred to in this Agreement are in respect of time for the applicable time zone or legislated
method of determining time for the area in which the Facility is located: :

all references to "dollars” or "$" in this Agreement shall mean the fawful currency of Canada, and all
payments and receipts shall be made and recorded in lawful currency of Canada;

whersver the phrase "within" or "at least" is used with reference to a specific number of Days herein, the

Day of receipt of the refevant notice or the Day of the relevant event shall be excluded in determining the
applicable time period. However, if the time for doing any act expires on a Saturday, Sunday or statutory

, Effective August 1, 2000,
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holiday in either the Province of Alberta or Canada, the time for deing that act shall be extended to the

‘ next normal business Day, except as prescribed in the Accounting Procedure with respect to the payment
. of billings; and

M All converslons between Imperial units and Systems International (metric) units required to be made
pursuant to this Agreement shall be conducted utilising the conversion factors prescribed in the
publication entitled "Metric Practice Guide for the Petroleum and Natural Gas Industry and Services, Fifih
Edition, 1989", as may be amended or supplemented from time 1o time.

103. Derivatives

If a term is defined, a derivative of that term shall have a corresponding meaning unless the context otherwise
requires.

104. Correction of Appendices

If Operator becomes aware of a mistake or mechanical error in the Operating Procedure or an Appendix,
Operator shall prepare a corrected Operating Procedure or Appendix and supply each Owner with a copy thereof.

105. Revision of Exhibit "A"

{(a) This Operating Procedure may be revised, amended or replaced by a vote of the Operating Commiitee in
accordance with Clause 202 of the Head Document,

(b) Appendices shall be revised by Operator as provided for under this Agreement, and when required, to
- accurately reflect routine consequential changes, such as Facility Participations and amalgamations.

.1 06. Effective Time of Exhibit "A"
Except as otherwise expressiy provided in this Agreement:

{a) subject to Subclause 106 (p), any revised Operating Procedure or Appendix shall be effective In its
revised or amended form as of the time specified by the provision of this Agreement allowing such
revision or amendment, or if no such time is specified, such revised or amended Operating Procedure or
Appendix shall be effective as of the first Day of the Month next foilowing the date that all required
documentation was received by Operator or on such other date ar time as directed by the Operating
Commiitee; and

{9)] any Appendix which is corected pursuant to Clause 104, to rectify an error therein, shall, unless
otherwlse directed by the Operating Committee, be effective in its corrected form as of the date on which
the incorrect version of the Appendix would have been effective, and the incorrect version of the
Appendix shall be deemed conclusively never to have been effective.

107. Revised Appendices Deemed Correct

Subject to the provision set forth in Subclause 106 (b), each Appendix; and each revised or corrected version
thereof, shall for purposes of this Agreeiment be deemed ¢onclusively to be correct and binding on the Owners from the
time at which it becomes effective until the time at which a revised or correcled version thereof becomes effective,

108. Idenfification of Revised Appendices

Revised and comrected versions of Appendices shall be numbered consecutively, shall indicate the date on which
they hecome effective, shall reference the ballot issued to the Operating Committee for approval, if applicable, and shall
\dicate whether they are revised or corrected versions of an Appendix, or both.

Exhibit "A", Operating Procedure, No, 9, Revision , Gormraction , Mail Ballot No. , Effective August 1, 2000,
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109.  Preparation and Disfribution of Revised Appendices

l Each time that an Appendix is to be revised or corrected pursuant to this Agreement, Operator shall effect the
required revisions or comections in a timely and dillgent manner and shall provide each Owner with one (1) copy of the
revised or corrected version of the Appendix.

ARTICLE Il

SUPERVISION AND CONTROL OF JOINT OPERATIONS

201.  Operating Committee

The Owners shall form an Operating Commitiee composed of their duly appointed representatives to supervise
and control all JoInt Operations. As soon as possible after the Effective Date, each Owner shall notify Operator in writing
of the names and addresses of its primary representative and one (1) or more alternate representatives. The
representative of an Owner shall be deemed to have full power and authority fo represent and bind such Owner with
respect to all matters within the power of the Operating Committee, and all acts done by such répresentative in such
capacity shall be deemed to be the acts of the Owner appointing such representative. An alternate representative shall
have full power to act for an Owner in the absence of the primary representative. An Owner may change any of its
representatives from time to time by written notice to Operator. Two (2) or more Owners may appaint the same Persen
as their representative, who shall in such cases, cast a separate vote for each Owner being represented.

- 202.  Chairman
. The representative of the Operator shall be the chairman of the Operating Cornmittee.
203. Powers

The Operating Committeé shall, in accordance with the terms of this Agreement, exercise overall supervision and
control of and-shall determine ail matters of importance relating to Joint Operations, except for those matters;

{a) specifically designated in this Agreement to be within the exclusive Jurisdiction and control of Operator; or
{b) specifically excluded in this Agreement from the jurisdiction and control of the Qperating Committee.

204,  Voting Procedure

Subject to Clause 208, the Operating Committee shall determine all matters properly coming before it by vote, in
accordance with the following voting procedurs:

(a) Voting Interest
For the purpose of determining the number of Owners having voted or deemed to have voted on any
matter pursuant to this Aricle Il, Owners who are Affiliates of each other and who vate the same in
respect of a matter heréeunder shall be deemed to be one (1) Owner only.

Except as may otherwise be provided in this Agreement, each Owner shall have a voting interest equal

to:
. : (i) its Facility Participation, if the matler materlaily affects oririvolves the entire Facilily:
Exhibit "A", Operating Procedure, No. & Revision , Gotrectlon , Mail Bafliot No, , Effectiva August 1, 2000,
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o)

(e)
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(i) its Functional Unit Participation in a specific Functional Unit, if the matter relates to such
Functional Unit and does not materially affect or involve any other Functional Unit; and

(iii) its aggregate weighted interest in the applicable Functional Units, if the matier affects or involves
more than one (but less than all) of the Functional Units, with this interest calculated by adding
the percentages obtained after multiplying the applicable Functional Unit Participations by the
relative weightings of Functional Unit Participations set forth in the Appendix titted "FACILITY
AND FUNCTIONAL UNIT PARTICIPATION".

Any dispute as to whether a matter materially affects or invojves more than one (1) Functional Unit shall
be decided by a vote in accordance with Paragraph 204 (e) (i} hereof.

Notwithstanding Subclause 204 (g), If an Owner [s precluded from voting pursuant to Paragraph 602 (b)
{ii), the voting interest of each non-defaulting Owner shall be revised so as to bear the same ratio to the
other as do their Functional Unit Participations or Facility Participations, so that the voting interests of all
non-defaulfing Owners equals one hundred percent (100%).

Negative Vote

Natwithstanding Subclause 204 (e) and (h), but subject to Subclauses 204 {f), (g} and (i), no single
Owner shall be able to defeat a vote on a matter, unless such Owner's voling interest with respect to
such matter is greater than fifty five percent (55%), and if a single Owner with a voting interest of fifty five
percent (55%) or less is the only Owner voting negatively on a matter, such Owner shall be shown to
have voted negatively in recording the results of the vote, but such matter shall be conclusively deemed
carried in the affirmative.

Deemed Vote

Subject to Subclauses 204 (f), (g) and (), an Owner who does not vote or abstains from voting on any
matter shall be conclusively deemed to have voted in the affirmative on the matter. In recording the
result of a vote, such Owner shall be shown as having abstained from voting, been absent from the
meeting in which such vote was taken, if applicable, or otherwise having failed to vote on such matter, as
the case may be,

Effect of Vote

A determination of a matter by the vote of the Owners in accordance with the provisions of this
Agreement shall be binding upon all of the Owners, except as otherwise provided in this Agreement.

General Vaie

Except as otherwise provided herein, a matter being voted on by the Operating Committee shall be
decided by the affirmative vote of:

() two (2) or more Owners having a combined Facility Participation of seventy five percent (75%) or
more, if such matter materially affects or involves the entire Facility;

(i) iwo (2) or more Qwners having a combined Functional Unit Participation in the applicable
Furictional Unit of seventy five percent (75%) or mare, if such matter relates to one (1) Functional
Unit and does not materlally affect or involve any other Functional UnK; and

@iy - two (2) or more Owners having a combined aggregate weighted interest of seventy five percent
(75%) or more in the applicable Functional Units, if the matter affects or involves more than cne
(but less than ali) of the Functional Units, with this interest calculated by adding the percentages

. Effective August 1, 2000,
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obtained after muitiplying the applicable Funcfional Unit Participations by the relative weightings
of Functional Unit Participations set forth in the Appendix titled *FACILITY AND FUNCTIONAL
UNIT PARTICIPATION".

U] Vote for Removal of Operator

Operator may be remaved by the affirmative vote oftwo (2) or more Owners having a combined Fagility

Participation of riinety percent (20%) or more of the remaining Facility Participation, after excluding the

Facility Participations of Operator and its Affiliates, provided that;

0] subjact to Clause 303 and Subclause 602 (e), Operator may not be removed by a vote of the
Operating Committee if Operator and its Affiliates collectively hold Facility Participations fotalling
ninety percent (80%) or more, and

(i) the provisions of Subclauses 204 (b) and (c) shall not apply to a vote taken under this Subclause
204 (i).

(@) Vote for Replacement Operator

A successor Operator that consents to assume all the dutles and obligations of Operator shail be

appointed by an affirmative vote of two (2) or more Owners having a comblned Facility Participation of

ninety percent (90%) or more. In voling on thé appointment of a successor Operator, the departing

Operator and its Affiliates shall not be enfitled to vote to have the departing Operator or any of its

Affiliates succeed the departing Operator. In additlon:

(i) should more than one (1) potential successor Operator be voted on, the potential successor
Operator that receives the greatest combined Facility Participation vote shall be the successor

. Operatar, and the requirement for the specified number of Owners voting in the affirmative and
the provisions of Subclauses 204 (b) and (c) shall not apply; and

(i should two (2) or more potential successor Operators réceive an equal Facility Participation
voting percentage, the potential successor Operator holding the largest Facility Participation shall
be the successor Operator,

{h} Amendment of Appendices

The Appendices may be revised, amended or replaced from time to time in the following manner:

(0] Appendices VI, XI1, XIII and XIV at the direction of the Operating Committee by an affirmative
vote of.,

0] two (2) or more Owners having a combined Facility Participation of seventy five percent
(75%) or more, if such matter materially affects or involves the entire Facility; '

)] two (2) or more Owners having a combined Functional Unit Participation in the applicable
Functional Unit of seventy five percent (75%) or more, if such matter relates to one (1)
Functional Unit and does not materially affect or involve any other Functional Unit: and

(3) two (2) or mare Owners having a combined aggregate welghted interest of séventy five
percent (75%) or more in the applicable Functional Units, if the matter affects or involves
more than one (but less than all) of the Functional Units, with this interest calculated by

I adding the percentages obtained after multiplying the applicable Functiorial Unit
Exhibit "A", Operating Procedure, No. &; Revislon ____, Gorrection ___, Mail Ballot No. , Effective August 1, 2000,
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Participations by the relative weightings of Functional Unit Paiticipations sét forth in the
Appendix titled "FACILITY AND FUNCTIONAL UNIT PARTICIPATION",

Vote for Termination of Agreement

Subject to the provisions of Article X, this Agreement may be terminated by the affirmative vote of two 4]
or more Owners having a combined Facility Participation of ninety percent (20%) or more; provided that
the provisions of Subiclauses 204 (b) and (c) shall not apply to a vote taken under this Suhclause.

Vote by Proxy

An Owner may appoint a proxy to attend any meeting on its behalf. Such proxy appointment shall be by
written instrument signed by the Owner, setting forth the extent of the authority granted to the proxy
holder. A proxy appointment shall not be effective unless such instrument is deposited with the chairman
of the Operating Committee prior to or during the first meeting In respect of which such proxy has been
appointed to attend. An Owner who has submitted an Instrument appointing a proxy may revoke such
instrument at any time prior to the commencement of or during any meeting to which the proxy appointed
thereby is to attend, provided that the revecation of an appointment of proxy during a meeting shall not
apply to any vote conducted during that meeting priar to the revocation of that appointment. In addition fo
revacation in any other manner permitted by law, an instrument appointing a proxy shall be deemed to be
automatically revoked for a meeting to which the proxy appointment relates, insofar as the Operating
Committee representative of the Owner who appointed the proxy attends that meeting.

Vote by Notice

(D An Owner not represented at a meeting may vote on any matter on the agenda by prior written
notice to Operator, indlcating the position of such Owner regarding such matter.

(i Operator may, without calling a meeting, call for a vote on any matter by submitting such matter,
together with reasonable details regarding the same, to each Owner by mail ballot notice. Each
Owner shall, by notice to Operator, cast its vote within fifteen (15) Days from the date of deemed
receipt of such mail ballot natice by the Owners. Such vote shall be binding, unless, within seven
(7) Days after sending such mail ballot notice, Operator calis a meeting or is requested to call a
meeting to consider the matter in accordance with Clause 205. Operator shall promptly notify the
Owners of the result of such vote after the expiry of such fifteen (15) Day period.

(i) All mail ballots shall be numbered consecufively. Such numbering shall include the Year in which
the mail ballot is issted.

Matters relating to Environment, Health and Safety

Notwithstanding Subclause 204(b), (e) and (h), any health, safety or environmental matters to be voted
on by the Operating Committee and in respect of which the Operator (acting reasonably) believes will
negatively impact the Facility operations as it pertains to environment, health and safety issues, shall be
decided by the affirmative vote of fifty percent (50%) or more of the Owners, with each Owner entitled to
one (1) vote; for clarity the vote will be decided upon by the number of Owners and not on their Facility or
Functional Unit Participation.

Meetings

The following procedures shall apply to meetings of the Operating Committee:

. {a) The Operating Committee shall hold meetings whenever called by Operator. Operator may call a
. meeting at any time and from time to time on its own motion. One (1) or more Owners having Facility
Exhibit "A", Qperating Pracedure, No. & Revlslon , Correction , Mall Ballot No. , Effective August 1, 2000.
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Participations tetalling five percent (5%) or more shatl have the right to request the Operator to call a
meeting to deal with specific stated items. Operator shall issue the notice of such meeting within ten (10)
. Days of receipt of a written request by an Owner, and the meeting shall be held within thirty (30) Days of

receipt by Operator of such request.

{b) At least ten (10) Days' notice of each meeting shall be given to each Owner, unless all of the Owners
agree in writing or by vote at a meeting, to waive or shorten such notice period. Nofice of any meeting
shall be accompanied by an agenda together with reasonable details of the matters on the agenda and
any motions to be voted on at the meeting. Any Owner shall have the right ta require Operator to place
an item on the agenda for such meeting, provided such item and reasonable details sufficient to enable
the Owners to consider beforehand the nature of such item shall be furnished fo the othetr Owriers by
such Owner within five (5) Days of the date of deemed receipt of the notice of such meeting. A motion
not contained in the agenda or an amendment to be made to a motion which is contained in the agenda
shall not be voted on at a meeting unless all of the Owners, whether or not present at such meeting,
agree to add or amend such motion; provided that if any motion principally relates te one (1) Functional
Unit and does not materially affect or involve any other Functional Unit, such motion may be added to the
agenda or amended if all of the Owners, including any Owner not present at the meeting, having
Functional Unit Participations in the affected Functional Unit, agree to such addition or amendment.

© Motions voted on at a meeting shalf be numbered in accordance with Paragraph 204 (k) (iii).

) A representative of any Owner attending a meeting of the Operating Committee may be accompanied by
a reasonable number of advisors, and the chairman may be accompanied by such additional attendees
as are required to record the minutes of the meeting or otherwise assist in the conduct thereof.

(e} All meetings of the Operating Committee shall be held at the office of the Operator or at such other place
as the Operating Committee may decide.

‘06. Minutes

Operator shall keep minutes of the proceedings of each meeting of the Operating Commitiee and a copy thereof
shall be forwarded to each Owner within thirty (30) Days of the date of such meeting. The minutes shall contain the
names of all Owners' representatives present at the meeting, indicating their capacity and the Owners that they represent,
a-description of the matters reviewed, the result of any vote and any dissenting Owner opinion. The minutes for any
Operating Committee meeting shall be deemed to be correct as written and distributed, unjess an Owner receiving the
minules gives Operatar notice of an error or omission regarding such minutes within thirty (30) Days of the date upon
which such minutes were sent to the Owners. Upon receiving such a natice:

(a) Operator shall prompily correct and re-issue the minutes if Operator agrees with the claim of an error or
omission; or

()] Operator shall promptly submit the matter to the Operating Committee for resolution by a vote In
accordance with Subclause 204 (e) if Operator does not agree with the clalm of an error or omission.

Any revised version of the minutes shall be deemed to replace all prior veisions of the same and shall be deemed
correct as written and distributed, subject to the terms of this Clause, which shall apply to such revised version of the
minutes as if they were the original version of the same.

207. Reduction in Owners

Subject to Clayse 208, if the number of Owners having a Facility Participation or Functional Unit Participation

decreases after the Effective Date to a level equal to or less than the minimum number of Owners required fo determine a

rmatter under Subclause 204 (), {f), (g), (h) or (i), the minimum number of Owners required to deterrine a matter shall
.always be one less than the number of Owners entitled to vote.
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08. Unanimous Approval

If and for so long as there are only two Owners for voting purposes, Subclauses 204(b), (e), (f), (9), (h) and ()
shall not have any effect, and all mattérs coming before the Operating Commitiee shall be determined by the unanimous
approval of the representatives of the Owners. At any time where unanimous approval cannot be reached in respect of
any matter, either Owner may invoke the provisions of the Appendix titled "DISPUTE RESOLUTION®, to resolve such
matter.

209. Subcommitiees
The Operating Committee may from time to time establish subcommittees to dea! with defined mandates as

provided by thé Operating Committeé. Any such subcommittee shall not have any powers of supervision or control, but
shall only be entitled to report and make recommendations to the Operating Committee.

210 Enlargemsnt
Any Enlargement shall be approved and conducted in accordance with the Appendix titled "ENLARGEMENT".

211. Environmental Matters

The Appendix fitled "ENVIRONMENTAL MATTERS” shall only be effective from the first Day of the Month next following
execution of this Agreement by one hundred percent (100%) of the Owners, and shall not apply prior to such date,

ARTICLE Il

: .APPOINTMENT AND REPLACEMENT OF OPERATOR

301.  Assumption of Duties of Operator

Operator named in the Head Document, and any succeeding Operator appointed hereunder, shafl assumre the
duties and abligations of Operator hereunder and shall have all the rights of Operator hereunder.

802. Resignation of Operator

~ Operator may resign as Operator on giving each of the Owners a minimum of ninety (90) Days' notice of its
intention to do so, provided that such resignation shall be effective at the end of a Menth.

303. Replacement of Operator

Operator shall immediately cease t6 be Operator in the circumstances described in Subclauses (a) and (b)below
and in all circumstances described in this Clause a replacement Operator be appointed pursuant to Clause 304, if:

(a) Operator becomes barikrupt or insolvent, commits or suffers any act of bankruptcy or insolvency, is
placed in receivership or a receiver/manager or Person filling that role is appointefi with respect 10 iis
property, seeks debior relief protection under applicable legislation (Including, without restricting the
generality of the foregoing, the Bankruptcy and Insolvency Act of Canada and the Companies' Creditors
Arrangement Act of Canada) or permits any judgement to be registered against its interest in the Fagility
or any portion thereof, and without restricting the generality of the foregoing, an Operator shall be
deemed insolvent for the purposes of this Clause if it is unable to pay its debis as they fall due in the

. usual course of husiness;
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(d)
(&)

subject to Clauses 307 and 402, Operator assigns or attempts to assign its general powers and
responsibilities of supervision and management as Operator hereunder, unless such assignment Is to an
Affiliate of Operator who is also an Owner;

the Oparating Committee votes pursuant to Subclause 204 (f) to remove Operator and such motion is
carrled;

Operator ceases to be an Owner; or

Operator resigns pursuant to this Article.

304.  Appointment of Successor Operator

(a) Interim Operator
Upon Operator resigning or otherwise ceasing to be Operator and until a replacement Operator is
appointed, the Owner with the largest Facility Participation, excluding the Facility Participation of the
departing Operator and any Affiliate of the departing Operator, shall automatically become the interim
Operator. The interim Operalor shall immediately cease to beinterim Operator upon the appointment of
a replacement Operator. :
{b) Appointmerit
If an Operator resigns or otherwise ceases to be Operator, a successor Operator shall be appointed by
the Operating Committee, An interim Operator Is not disqualified from being elected as the successor
. Operator.
(©) Two Party Agreement
Notwithstanding Subclauses 204 (g), 304 (a) and (b), if there are only two (2) Owners and Operator
resigns or otherwise ceases to be Operator, the Owner who was not Operator previously shall
- automatically become Operator effective the date that the previous Operator ceases to be Operator,
unless, in the case of an assignment by Operator of its Facility Participation pursuant to Adicle 1X, the
Owners cannot agree as to whom should be Operator, the Owner with the largest Facility Participation
shali become Operator.
(d) Consent
Subject to Subclauses 304 (g) and (c), no Owner shall be appointed as Operator unless it has given its
written censent to the appointment.
(e) Re-appointment
No provision of this Article shall be construed to re-appoint as next-succeeding Operator an Operator who
has ceased to be Operator or any Affiliate of that former Operator, except withi the unanimous consent of
the Owners.
) Effective Time
Except as otherwise determined by the Operating Committee, the appoiritment of a suctessor Operator
. (including an autornatic appointment ds Operator pursuant to the terms of this Article), shall be effective
immediately upon the previous Operalor ceasing to be Operator.
Exhibit “A", Operating Procedure, No. & Revislon____, Correction ____, Mail Ballot Na, , Effective August 1, 2000,
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305. Transfer of Property on Change of Operator

I At the effective date of the resignation or replacement of an Operator as provided in this Article, Operator being
replaced shall immediately deliver to the successor Opérator possession and control of;

{a) the Facility;

{5)] any and all funds held forthe Joint Account;

(o) any and all Inlet Substances and Facility Products, if any, which have not been dellvered in kind;

(d) all Material held for the Joint Account;

(® copies of books of account and records kept for the Joint Account; and

] all documents, agreements and other papers relaling to property transferred hereunder.

Upon compliance with such obligation, the departing Operator shall be released and discharged from, and the
successor Operator shall assume, all duties and obligations of Operator, except those unsatisfied dufies and obligations
of the departing Operator which had accrued priar to the éffective date of the change of Operator, for which the departing
Operator shall continue to remain liable. If the departing Operator holds any real or personal praperty on behalf of the
Owners, such property shall continue to be held by the departing Operator in trust for the Owners until title and
possession of such property has been transferred to the successor Operator in trust for the Owners.

308. Inventory and Audit of Accounts on Change of Operator

Subject fo Clause 307, within ninety (30) Days after the successor Operator commences to act as Operator, the

perating Committee may cause an audit to be made of the books of dccount and records kept for the Joint Account and

may cause an inventary of Controllable Material fo be taken. The cost of the audit and inventory shall be for the Joint
Account.

307. Assignment of Operatorship

If Operator wishes its assignee o replace it as Operator after having disposed of all or a portion of its Faoility
Participation to such assignee pursuant to Article X, such assignee shall have the right to become Operator if it is an
Affillate of Operator or, if it is not an Affiliate of Operator, if the Operating Commiittee approves fthat it shall become
Operator.

ARTICLE IV

FUNCTIONS AND DUTIES OF OPERATOR

401.  Control and Management of Joint Operations

Operatar shall consult with the Operating Commiiitee from tirrie to time with respect to decisions to be made for
the conduct of Joint Operations, and Operator shall keep the Owners informed in d timely manner with respect to changes
in operating conditions or significant Joint Operations. Operatoer is required to obtaln approval of all Owners before
changing operating conditions in a Functional Unit that would adversely affect existing well flow rates of Qwner
Substances or Customer Substances already connected to the Facility, by more than ten (10) percent. If approval fo
_change operating conditions is not obtained from the Owners, the Operator shall take correclive action to ensure that

isting wells connected to a Functional Unit are not affecled by greater than the said percentage, after one (1) calendar
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week of stabilized flow. \When detetmining how much existing well flow rates are affected by changes in operating
onditions, the baseling for calculating the said affecis shall be the stabilized producing rates of connected wells prior to
‘1&\ changes in operating conditions. Operator is hereby delegated the management of the Facility on behalf of the
Owners and shall, subject to the direction of thé Operating Committes, conduct or cause to be conducted all Joint
Operations diligently, in a good. and workmanlike manner, in accordance with good oit field and environmental practice,
the Regulations and the terms of this Agreement. In the absence of specific instructions from the Operating Committee,
Operator shall conduct or cause to be conducted; all Joint Operations, as would a prudent operator under the same or
similar circumstances. Without limiting the generality of any of the foregoing provisions of this Clause, Operator shall
conduct and oversee all Joint Operations, and in particular shall;

(@)
(b)

(©)
(d)
(®)
U

@

(h)

U]
i)

)

® o

Exhibit "A", Operaling Procadure, No. 8, Revislon , Correctlon , Mail Ballot No.

make and file all reports as required by govemmental authoiitiss relating to Joint Operations;

maintain in the Province of Alberta complete and accurate actounts, books, records and documents in
relation to the Facility and Joint Operations and provide each Owner with reasonable access thereto:

provide Owners with reports as required and on a frequency and containing the information about Joint
Operations as directed by the Operating Committee:

on behalf of the Owners, complete all applications and obtain all licenses and approvals required by
Regulations to conduct Joint Operations;

promptly pay and discharge all expenses and taxes (other than income taxes} incurred in connectian with
Joint Operations and keep the Facility free and clear from all adverse claims and liens occasioned by
Joint Operations, except claims or liens created under or pursuant to this Agreement or being contested
i good faith;

acquire and maintain all necessary surface rights, Material and services required to conduct Joint
Operations and where Operator deems appropriate, use its own equipment and facilities to serve such
operations, subject to the Accounting Procedure:

procure and maintain for the Joint Acoount the insurance set forth in the Appendix titted "INSURANCE"
and use reasonable efforts to require contractors and subcontractors to procure and maintain such
insurance as Operator deems necessary;

comply wiih and, where applicable, require its agents, contractors and their subcontrastors to comply with
Regulations governing Joint Operations;

subject to Clause 402, subcontract such portion of Joint Operations as Operator deems appropriate:
furnish each Owner as soon as pracficable with written notice oft

(i physical damage to the Facility in excess of Operator's expenditure limit as provided in the
Accounting Procedure; and

(i any environmental, health, safety or other occurrence which is required to be reported under any
Regulation and which either requires remediation costs exceeding the single expenditure limit set
forth in the Accounting Procedure or could resuit in a punishable offence under the Regulations;

extend to each Owner, at that Owner's sole risk and expéense, the right to examine and inspect the
Facility at all reasonable times in the presence of a representative of Operator and after giving Operator
reasonable notice, except for portions of the Facility which are proprietary to a licensor to the extent that
such licensor expressly prohibits examinations and inspection by such Owner;

prepare and submit to the Operating Committee for approval the Forecasts provided for In Clavse 605;

; Effective August 1, 2000.
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. provided further that, during Initial Consiruction of the Facility or any Enlargement or Modification, Operator shall
also:

(m) carry out or cause the construction of the Facility and any Enlargement or Madification;

(n) contract with such Persons as Operator may deem appropriate for the petformance of such work or
undertaking, or any portion thereof;

{0) supervise ali work related to such construction;

{p) acquire all Material required for such construction and the commencement and confinuation of Joint
Operations; ‘

@ supervise and have direct charge of all matters regarding design, construction and insiallation of the
Fagility and any Enlargement or Modification; and

() provide Owners with reports as required and on a frequency, and containing the informationr about
construction, a Modification or an Enlargement as directed by the Operating Committee;

402, Subcontracting

Provided that Operator is not in default or in the process of being replaced pursuant to Clause 303, Operator may
subcontract al] or substantially all of its duties and responsibilities to a reliable and competent third party subcontractor or
an Affiliate of Operator, with the approval of and on terms approved by the Operating Committee, provided that Operator
retains full control and supervision of such subcontractor or Affiliate and that any third party subcontractor is retained on a
genuine arm's length basis. it shall be a condition of such subcontracting that the Owners have the right to audit the

ooks and records of the third party subcontractor or Affiliate with respect to its subcontracting activities hereunder on the
ame terms and conditions as provided under the Accounting Procedure to audit Operator.

403.  Operator as an Owner

Operator shall have all of the rights and obligations of an Owner with respect to its Facllity Participation and
Functional Unit Participation.

404. Independent Status of Operator

Operator is an independent contractor in conducting Joint Operations. Operator shall determine the number of
employees and contractors respecting its operations, their selection, their hours of labour and their compensation
hereunder. All employees and contractors used in its operations hereunder shall be the employees and contractors of
Operator.

405.  Title

Qperator shall held and maintain title to the Facllity and all associated licenses and approvals required under the
Regulations on behalf of the Owners. Operator shall perform ali duties to maintain such licences and approvals in good
standing. However, nothing in this Clause shall be constiued fo require or permit Operator to conduct any Joint
Operations without the approval of the Operating Committee, If such approval is required pursuant to the terms of this
Agreement.
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ARTICLE V

INDEMNITY AND LIABILITY

501.  Limit of Liability

(a) Notwithstanding Clause 404 and the obligation in Clause 401 to conduct Joint Operations diligently, in a
good and workmanlike manner in accordance with good oilfield and environmental practice, Operataor, its
Affiliates, and their respective directors, officers, consultants, agents and employees shall not be liable to
tie other Owners, or any of them, for any loss, expense, injury, death or damage 1o Qwners, whether
contractual or torlious, suffered or incurred by the Owners resulting from or in any way attributable to or
arising out of any act or omission, whether negligent or otherwise, of Operator or its Affiliates, or their
respective directors, officers, consultants, agents, contractors or employees in conducting or carrying out
Joint Operations, except when and to the extent that such loss, expense, injury, death or damage is a
direct result of, or is directly attributable to the Gross Negligence of Operator or its Affiliates, or their
respective direclors, officers, consultants, agents, contractors or employeés.

(p) To the extent that the Gross Negligence condition in Subclause (a) of this Glause applies, Operator shall
be solely liable for such loss, expense, injury, death or damage and, in addition, shall indemnify and save
harmless each other Owner, its Affiliates, and their respective directors, officers, consultants, agents and
employees from and against the same and also from and against all actions, causes of action, sults,
claims and demands by any Person in respect of such loss, expenss, injury, death or damage, and any
costs and expenses relating thereto. However, in no event shall the responsibility of Operator prescribed
by this Clause 501 extend to losses suffered by the Owners respecting the loss of profits or other
consequential or indirect losses, including, without restricting the generality of the foregoing, loss or
delay of production.

502.  Indemnification of Operator

Except as otherwise provided in Clause 501, the Owners indemnify and save harmless Operator, its Affillates,
and their respective directors, officers, consultants, agents and employees from and against any and all actions, causes
of action, suits, claims, demands, costs, losses and expenses resulting from loss, expense, injury, death or damage
respecting any Person (Including the Owriers), which may be brought against or incurred or suffered by Operator, its
Affiliates, and their respective directors, officers, consultants, agents or employees or which Operator, its Affiliates, and
thelr respective directors, officers, consultants, agents or employses may sustain, pay or incur by reason of, or which may
be attributable to or arise out of, any act or omission of Operator or its Affiliates, or their respective directors, officers,
consultants, agents, contractors or employees in conducting Joint Operations.

503. Burden of Responsibility

Except where Operator is to be held solely liable pursuant to the terms of Clause 501, all liabilities and
indemnities arising from Joint Operations shall be for the Jolnt Account and shall be borne by the Owners in the
proportions of their respective Functional Unit Participations in the Functional Unit to which such liabilities and indemnities
relate. However, if it cannot be clearly determined as to which Functional Unit a lizbility or indemnity relates, and such
liability or indemnity cannot be logically apportioned between the affected Functional Units, such liability or indemnity shall
be borne by the Owners in the proportions of their respective Fagility Participations.

504.  Continuation of Legal Responsibilities

No{wilhstanding the assignment by an Owner of all or a portion of its Functional Unit Participation in any
_Functional Unit, such Owner shall, as regards the other Owners and notwithstanding the terms of such assignment,
' main Hable for its proportionate share of any liabilities and indemnities which arose in respect of that Functional Unit, the
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Facility or under this Agreement other than environmental liabilities, prior to the date that such Owners assignee
decomes an Owner with respect to the assigned interest pursuant to Article IX.

505.

Environmental Responsibilities

Any Person who becomes an Owner shall be responsible for its proportionate share of environmental liabilities arising in
relation to Joint Operations (and the associated indemnities, if any) whether they accrued before or after such Person
became an Owner.

ARTICLE VI

ACCOUNTING MEASURES

601.

Joint Account

Operator shall set up a Joint Account and administer it as set forth in the Accounting Procedure. All proper costs

and expenses incurred by Operator in connection with Joint Operations shall be in accordance with the Accounting
Procedure, or as otherwise permitted hereunder. Such costs and expenses shall be allocated to the Owners in
accordance with the Appendix titled "STRUCTURE AND SHARING OF THE JOINT ACCOUNT."

602. Operator's Lien and Remedies

(a) Effective from the Effective Date, Operator shall have a Jien and charge, which is first and prior to any
other lien, charge, mortgage or other security interest, with respect to the Functional Unit Participations of
each Owner in the Facility and such Owner's share of Facility Products, fo secure payment of such

. Owner's proportjonate share of the costs and expenses incurred by Operator for the Joint Account.

{b) If an Owner fails to pay or advance any of the costs or expenses incurred for the Joint Account which are
to be paid or advanced by it within the time period prescribed by the Accounting Procedure, Operator
rnay, without limiting Operator's other rights as contained in this Agreement or otherwise held at law or in
equity:

i charge such Owner compound interest, as computed Monthly, with respect to such unpaid
amount from the Day such payment is due until the Day it is paid, at the rate of two percent (2%)
per annum higher than the rate designated as the prevailing prime rate for Canadian commercial
loans by the principal Canadian chartered bank used. by Operator, regardiess of whether
Operator has notified such Owner in advance of its intention to charge interest with respect fo
such unpaid amount;

(ii) withhold from such Owner any further information and privileges with respect to Joint Operations,
including the right to vote pursuant io provisions of Arficle Il, which information and priviteges
shall be conveyed or restored, as the case may be, to such Owner upon such default being fully
rectified; ‘

i) set-off against the amount unpaid by such defaulting Owner, any sums due or accruing to such
Owner from Operator In accordance with ALTERNATE _A__, immediately below:
ALTERNATE A. pursuant to this Agreement;

ALTERNATE B. pursuant to this Agreement and from any other agreement between
Operator and such Owner, whether executed before or after the Effective
. Date;
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(iv) malntain an action or actions for such unpaid amounts and interest thereon on a continuing basis
. as such amounts are payable, but not paid by such defaulting Ownier, as If thé obligation to pay
such amounts and the interest thereon were liquidated demands due and payable on the relevant
date such amounts were due to be paid, without any right or resort of such Owner to set-off or
counter-claim; and

v treat the default as an immediate and automatic assignment to Operator of the proceeds of the
sale of such Owner's share of Facility Products. Service of a copy of this Agreement upon a
purchaser of such Owner's share of Facility Products, together with written nofice from Operator,
shall constitute a written irrevocable direction by such defaulting Owner to any such purchaser to
pay to Operator the proceeds from any such sale up to the amount owed to Operator by such
defaulting Owner hereunder (including any accrued interest with respect thereto), and such
purchaser is authorised by such defaulting Owner to rely upon the statement of Operator as to
the amount so owed to it by such Owner.

However, Operator may not exercise the rights granted in Paragraphs (iii) -~ () of this Subclause with
respect to such default until at least thirty (30) Days following the issuance of a notice to such Owner
speacifying such default and requiring the same to be remedied.

{c) The obligation to pay interest at the rate specified in Subclause (b) of this Clause with respeci to a default
is to apply until such default is rectified and shall not merge into a judgement for principal and interest, or
either of them. The Owners walve the application of any Regulations to the contrary, insofar as such
waiver is permitted or not prohibited by the Regulations.

(d) Books and records kept by the Operator for the Joint Account shalf constitute proof of the existence of
_ any financial default heréunder, subject, however, to the rights of inspection and audit provided for
. elsewhere in this Agreement.

{®) If Operator is the Owner which defaults in paying its share of any cost or expense incurred for the Joint
Account, the other Owners may, subject to Subclause 304 (c), appoint an Owner pending the
appointment of a successor Operatar pursuant to Subclause 204 (g), to exercise any of the rights and
remedies otherwise available to Operator pursuant to this Agreement in order to reclify such default.

603. Reimbursement of Operator

If Operator has not received full payment of an Owner's share of the costs and axpenses of Joint Operations
within three (3) Months following the date the payment was due, each other Owner, upon being billed therefor by
Operator, shall contribute a fraction of the unpaid amount, excluding interest thereon, which fraction shall have:

(a) as its numerator, the applicable Functional Unit Participation of such Owner; and

(b} as its denominator, the aggregate applicable Functional Unit Participations of all Owners exceptthe
defaulting Owner.

Thereupon, each such contributor shall be proportionately subrogated to Operator's rights pursuant fo Clause 602
and to the interest thereafter payable thereunder on the unrecovered portion of its contribution. Notwithstanding the
foregoing portion of this Clause, if the unpaid amount pertains to more than a single Functional Unit, the reimbursement
obligation in this Clause shall be based on the Facility Participations or the aggregate weighted interests in the applicable
Functional Units, as the case may be.
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604.

605,

Commingling of Funds

Operator may commingle with its own funds the moneys, which it receives from or for the Joint Account pursuant
to this Agreement. Notwithstanding that moneys of a Non-Operator have been commingled with Operator's funds, the
moneys of a Non-Operator advanced or paid to Operator, whether for the conduct of Joint Operations or as proceeds
from the sale of Facility Products, shall be deemed to be trust moneys and, subject to Clause 602, shall be applied only to
their intended use and shall in no way be deemed to be funds belonging to Operator, other than in its capacity as the
Non-Operator's trustee.

Forecasts

(a)

()

©

As soon as practicable after the execution hereof, Operator shall submiit fo the Operating Committee for
approval a Forecast for the Forecast Period. In each subsequent Year, Operator shall submit a Forecast
for the Forecast Period to the Operating Committee for approval, on or befere the end of the current
Year. if the Operating Committee does not approve a Forecast, or any portion thereof, such Forecast or
the portion thereof not approved, shall be revised by Operator in accordance with the instructions of the
Operating Committee. A copy of each revised Forecast shall be promptly furnishied to each Owner.

Each Forecast shall include a detailed and specific description of expenditures therein, identifying
Operating Costs and Capital Cosis separately, and providing an estimate of Owner's Substances and
Outside Substances to be handled by the Facility. Any single Operating Cost in excess of the single
expenditure limit set forth in the Accounting Procedure for which the Operator requests approval through
approval of the Forecast should be clearly and separately identified. Each Forecast shall also provide for
comparison, a summary of the Forecast and a projection of expected final expenditures for the current
Year.

Approval of a Forecast shall constitute approval of all expenditures in accordance with this Agreement,
except single Capital Cost expenditures in excess of the single expenditure limit set forth in the
Accounting Procedurs. If directed by the Operating Committee, separate approval for projects,
categorized as Operating Costs, that have an estimated cost in excess of Operator's single expenditure
limit set forth in the Accounting Procedure, shall be required.

ARTICLE Vi

MEASUREMENT

701.

Accuracy

(@)

()

The metering facllities described under the Appendix fitled "MEASUREMENT", shall be tested at
reasonable intervals by Operator. If any question arises as to the accuracy of meéasurement, any meter
shall be tested by Operator upon demand of an Owner and if found to be correct, or to be in error by not
more than two percent (2%) with respect to gas measurement, or one and one-half percent (1.5%) with
respect to equilibrium liguid product measurement or one-half of one percent (0.5%) with respect ta liguid
measurement (hereinafler called the "relevant percentage"), the expense of such testing shall be borne
by the Owner demanding the test. The expense shall be for the Joint Account if a meter is found to be in
error by more than the relevant percentage. An Owner, at its sole cast and risk, may witness any test.

If, upon any test, the measuring equipment i$ found to be in error by not more than the relevarit
percentage, the previous readings of such equipment shall be considered correct in computing the
volumes being metered, but such equipment shall be adjusted properly as soon as practicable to record
aceurately.
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702.

©

)

(e

If, upon any test, the measuring equipment is found to be inaccurate by more than the relevant
percentage, any previous reading of such equipment shall, subject to applicable legal limitation periods,
be corrected to zero (0) error for any period which is known definitely or agreed upon by the Operating
Committee; however, if the period is not known definitely or agreed upon by the Qperating Committee,
such correction shall be for a period covering the last haif of the time elapsed since the date of the last
test.

If the measuring equipment is out of service or requires repair, so that the volume being measured is not
correctly indicated by the reading thereof, the volume attributable to the period shall be estimated and
agreed upon on the basis of the best data available, using the most appropriate of the following methods:

(i} by using the readings from any other measuring equipment, if installed and accurately registering:
or

{ii) by correcting the error if the percentage of error is ascertainable by calibrations, test or
mathemalical calculation; or

(il by estimating on the hasis of actual volumes measured during the preceding periods under
similar conditions when the meter was registering accurately.

Operator shall preserve and make available for inspection by the Owners all original test and sample
data, charts and other similar records for a period of at least seven (7) Years after the end of the Year to
which they relate, or such further period required by the Operating Committee or the Regulations, as welt
as any records to which an audit guery relates until all such queries are resolved,

Unit of Volume and Weight

The standards of measurements shall be governed by the following:

(a)

(b)

(©)

the unit volume of gas for purposes of measurement shall be one thousand cubic metres (10°m®) of gas
at a temperature of fifteen degrees Celsius (15°C) and an absolute pressure of one hundred one point
three two five kilopascals (101.325 kPa);

the unit of volume of liquids for purposes of measurement shall be one cubic metre (1 m® as defined in
the Weights and Measures Act (Canada), as amended; and

the unit of weight of salids for purposes of measurement shall be orie tonne (1 1) being cne thousand
kilograms (1000 kg).

703, Determination of Volumes
(&) For purposes of measurement and meter calibration the atmospheric pressure at the point of
measurement hereunder shalt be assumed to be constant at the pressure stated in the Appendix titied
"MEASUREMENT" irrespective of the actual elevation or location of any of the meters above sea level or
variations in the atrmospheric pressure from time to time,
{b) Volumes of gas measured by orifice méters shall be computed in accordance with the methods
prescribed in the publication entitled "Orifice Metering of Natural Gas, Standard 2530, American National
Standards Institute/American Petroleurn Institute”, including the Appendix thereto as updatéed in 1985,
and as amended. Volumes of gas shall be suitably corrected for devlation from Boyle's Law in
accordance with the Regulations.
. {c) Volumes of liquids shall be computed taking into consideration the compréssibility and specific gravity, if
_ applicable, and volumes so measured shall be corrected to fiteen degrees Celsius (15°C).
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‘04._ Change of Measurement Methodology

Notwithstanding any provisions of this Agreement to the contrary, if in order to comply with, or by reason of, the
Regulations, the basis or method of measurement hereunder must change, all charges incurred by Operator relating to
changing the basis or method of measurement shall be charged to the Joint Account. Operator may change the basis or
method of measurement in any manner approved by the Regulations, but if not required to do 50, the charges incutred by
Operator may be charged to the Joint Account only with the approval of the Operating Committee.

ARTICLE VI

PRODUCTION AND FACILITY PRODUCTS

801. Owner's and non-Owner's Share of Facility Products

Each Owner and non-Owner shall own the Facifity Products that are attributable to Inlet Substances delivered to
the Fagcility by or an behalf of such Owner or non-Owner. Allocation of Facility Products will be in accordance with the
Appendix titted "FACILITY PRODUCT ALLOCATION PROCEDURE".

802. Losses in Handling, Flaring and Operation of the Facllity

Each Owner and non-Owner owning Inlet Substances shall bear a share of any volumes of those inlet
Substances and Facility Products that are jost as a result of rupture, release, flaring or handling in the Facility during each
Month. The allocation of the losses will be based upon the proportionate share that each Owner's and non-Owner's
volurne of Inlet Substances delivered to a Functional Unit bears to the total volumne of all Inlet Substances delivered te the

aid Functional Unit, Notwithstanding the above, if the Operator is able to identify a discreet stream for the said losses,
‘19 awnership of the [ost volumes shall be borne by the Owners and non-Owners of the said stream in proportion to their
ownership of the lost volumes.

803, Fuel Gas Usage

Operator shall be entitied te use a portion of the Inlet Substances for fuel in Joint Operations. Fuel gas usage
shall be allocated to each Owner and non-Owner based upon the proportionate share that each Owner's and non-Owngr's
volume of Inlet Substances dellvered to a Functional Unit bears to the total volume of ail inlet Substances delivered to the
said Functional Unit, '

B04. Disposition of Facility Products

(a) Each Owner shall separately take in kind or dispose of its share of Facility Products at its own cost. To
the exient that an Owner (hereinafter in this Article called "non-taking Owner") fails to take or otherwise
adequately dispose of its share of Facllity Products, then so long as such failure continues, Operator in its
sole discretion, as agent and for the account and at the expense and risk of the non-taking Owner, may
sell or purchase at Market Price or store all or any portion of the non-taking Owner's share of Facility
Products in any reasonable manner Operator sees fit, subject {o the provisions of this Clause.

Each Owner shal) provide Operator with such information respecting stich Owner's arrangéments for the
disposition of its share of Facility Products -as Operator may reasonably require to fulfil its obligations
hereunder. If an Owner fails to provide such information, or if any of the disposition arrangements
specified are inadequately provided for or are otherwise unworkable or Impracticable, Operator shall
forthwith so notify such Owner, who shall be deemed to be a non-taking Owner.
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(b)

The authority of Operator to enter into contracts for the sale of the non-taking Owner's share of Facility
Products shall be restricled to coftracts that are only for such reasonable periods of time as are
consistent with the minimum needs of the industry under the circumstances, provided that in no event
shall the term thereof exceed one (1) Month, unless such term may be terminated without penalty on no
more than one (1) Month's notice, or unless the non-taking Owner has otherwise agreéd in writing. Such
authority shall be revocable, subject to the terms of any existing contracts for the sale of the non-taking
Owner's share of Facility Products and the terms hereof, at the will of the non-taking Owner. When
Operator has so contracted, the non-taking Owner may take its share of Facility Products in kind upon
the expiration of the current sales confract, if the non-takirig Owner provides writlen notice to Operator of
its intention to resume taking in kind at least thily (30) Days in advance of the expiration of that
arrangement. However, any such revocation shall only be effective so long as such Owner continues fo
take in kind and separately dispose of its share of Facility Products,

Notwithstanding the foregoing, If due to Regulations or shipping restrictions, arangements to sell, store
or otherwise dispose of Faclility Products must be made prior to the date that the same are actually
produced, then at the request of the Operator each Owner shall make such arrangements at its own cost
prior to the date of production and shall give Operator nétice of the same prior to the commencement of
the actual Month of production. f any Owner fails to make such arrangements and give such notice,
such Owner shall be deemed to have failed to take.in kind or dispose of its share of Facility Products to
be allocated to it at the actual time and place of production, and Operator shall be entitled to exercise its
rights as aforesaid with respect to the non-taking Owner's share of Facility Products as of the date that
the non-taking Owner was required to give notice as oullined above.

Insafar as Operator disposes of all or a portion of a non-faking Owner's share of Facility Products
pursuant to this Subclause, Operator shall advise the non-taking Owner of the manner pursuant fo which
it has disposed of such Facility Products and other relevant information pertaining fo the disposition within
one (1) Month of the commencement of that disposition.

.05. Distribution of Proceeds

Subject to the provisions of Clause 804, and unless otherwise agreed to by Operator, if Operator dispuses of

another Owner's share of Facility Producis pursuant to Clause 804, Operator shall forthwith pay to that Owner the
proceeds of such sale, less any costs associated with such sale and any other moneys payable with respect to the
Facility to Operator by that Owner. Such costs shall, unless otherwise agreed to by Operator, include an administration
fee to cover Operator's cost of arranging for and carrying out the sale of a non-taking Owner's share of Facility Products
not taken in kind and disposed of by that Owner, as described by ALTERNATE A, immediately below:

ALTERNATE B. dollars per cubic metre ($

ALTERNATE A. two point five percent (2.5%) of the gross proceeds of the sale of Facility Products;

/m®) in the case of petroleum:

dollars per one thousand cubic metres ($___/10°m® in the

case of natural gas;

dollars per cubic metre ($__ /m®) in the case of natural
gas liquids and substances other than petroleum and natural gas (but not including

sulphur);
dollars pertonne ($___#) in the case of sulphur;
ALTERNATE C. A flat fee of - dollars ($__) per Month.
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Operator shall include with such payment a statement showing the manner in which the amount was calculated.
f Operator does not pay such amount within thirty (30) Days following its receipt, the interest provisions of Subclause 602
o) shall apply with respect ta such outstanding amounts.

B06.  Audit by Non-Taking Owner

To the extent only that Operator sells all or a pomon of the share of Facility Products of a non-taking Cwner, the
audit provisions of the Aceounting Procedure shall, with the necessary changes, apply with respect to such sale between
Operator and the non-taking Owner on whose behalf such Facility Products were sold, provided that Operator shall not be
required to provide the auditors with access to any of Operator's proprietary marketing information and that the non-taking
Owner shall bear all costs of such audit.

807. Operator to be Indemnified

If an Qwner does not take in kind and separately dispose of its share of Facility Products and Operator disposes
of such Facility Products on behalf of the non-taking Owneér pursuant to this Article, the non-taking Owner shall indemnify
Operator with respect to any injury, loss or damage which Operator may suffer with respect to such sale by virlue of
defects In the non-taking Owner's title to such Facility Products.

808. Indemnification for Royalties and Other Payments

Each Owner shall pay or be responsible for the payment of and shall indemnify the other Owners against liahility
for any and all royalties, overriding royalties, production payments, taxes and any and all other payments chargeable
against its share of Facility Products.

809. Warranty by Owners

Each Owner warrants that it has the right to produce its portion of the Inlet Substances and dispose of its portion .
fthe Facility Products and agrees to indemnify and save harmless the other Owners from all actions, causes of actians,
claims and demands that may be made by any Person who has or clairns to have an interest in such Inlet Substances or

Facility Products.

ARTICLE IX

DISPOSAL OF FACILITY INTEREST

901. Disposal of an Interest in the Facility

Except as provided in this Article IX, no Owner shali sell, transfer, assign, mortgage or otherwise dispose of all or
part of its interest in the Facility or any Functional Unit. An Owner who intends todispose of all or a part of its interest in
the Facility or any Functional Unit (in this Article called "the Disposing Owner") shall comply with the provisions of
ALTERNATE _B immediately below:

ALTERNATE A. The Disposing Owner shall be under no obligation to obtain the consent of the other
Owners or to provide the other Owners with a right fo acquire that Disposing Owner's
interest in the Facllity.

ALTERNATE B. The Disposing Owner shall obtain the consent of the other Owners, and shall provide

them with information regarding the disposition, including the description of the

Functional Unit Participation proposed to be disposed and the identity of the proposed

assignee. Such consent shall not be unreasonahly withheld, and it shall be reasonable

. for an Owner to withhold its consent to the disposition if it reasonably believes that the
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disposition would be |ikely fo have a material adverse effect onh its Funetional Unit
Participation or Joint Operatlons including, withput limiting the generality of all or any

. part of the foregoing, a reasonable belief that the proposed assignee does not have the
financial capability to meet prospecuve obligations arising out of this Agreement,
provided that an Owner which withholds its consent shall include in its notice its reasons
for withholding consent. Héwever, an Owner shall be deemed fo have consented to the
disposition to the proposed assignee, unless, within twenty (20) Days, the Owner advises
the other Owners; by notice, that it is not prepared to consent to such disposition.

ALTERNATE C. (a)

®)

o ©

(d)

Exhibit "A", Operafing Procedure, No. &; Revision

The Disposing Owner shall, by notice, advise each other Owner (in this Article
called an "Offeree”) of its intention te make the disposition, including in such
notice a description of the Functional Unit Participation proposed fo be disposed,
the identity of the proposed assignee, the price or other consideration for which
the Disposing Owner is prepared to make such disposition, the proposed
effective date and closing date of the transaction arid any other information
respecting the transaction which the Disposing Owner reasonably believes wauld
be material to the exercise of the Offerees' rights hereunder (such notice in this
Articlé called "the Disposition Notice").

If the consideration described in the Disposition Notice cannet be matched in
kind and the Disposition Notice does not include the Disposing Owner's bona fide
estimate of the value, in cash, of such consideration, ah Offeree may, within
seven (7) Days of the receipt by the Offerees of the Disposition Notice, request
the Disposing Owner to provide such estimate to the Offerees, whereuporn the
Disposing Owner shali provide such estimate in a timely manner and the election
period provided herein to the Offerees shall be suspended until such estimate is
received by the Offerees.

If there is a dispute as {o the reasonabieness of an estimate of the cash value of
the consideration described in the Disposition Notice or provided pursuant to
Subclause (b), as the case may be, the matter shall be referred directly to
arbitration under the Appendix titled "DISPUTE RESOLUTION" within seven (7)
Days of the receipt of such estimate. The Disposing Owner and the applicable
Offeree shall thersupon diligently attempt to complete such arbitration in a timely
manner. The equivalent cash consideration determined in such arbitration shall
thereupon be deemed to be the sale price for the Functional Unit Participation
described in the Disposition Notice.

Within the later of ) thirty (30) Days from the receipt of the Disposition Naotice, as
modified by any suspension pursuant to Subclause (b) of this Alternate C; orli), &f
Subclause (c) of this Alternate C is applicable, fiffeen (15) Days from receipt of
notice of the arbitrated value determined pursuant to the preceding Subclause,
an Offeree may give notice o the Disposing Owner that it elects to purchase the
Funetional Unit Participation described in the Disposition Notice for the applicable
price (in this Arlicle ¢alled a "Notice of Adceptance”). A Notice of Acceptance
shall create a binding contractual obligation upon the Disposing Owner to sell,
and upon an Offeree giving a Notice of Acceplance to purchase, for the
applicable price, all of the Functional Unit Participation included in such
Disposition Notice on the terms and conditions set forth in the Disposition Notice.

However, if more than one Oiferee gives a Notice of Acceptance, each such
Offeree shall purchase the Functional Unit Participation to which such Notice of
Acceptance pertains in the proportion its Functional Unit Participation bears to
the total Functional Unit Participation of all such Offerees.
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202,

namely:
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{e) If the Functional Unit Participation described in the Disposition Notice is not
disposed of to one or more of the Offerees puisuant to the preceding Subélause,
the disposition to the proposed assignee shall be subject to the consent of the
Offerees. Such consent shall not be unreasonably withheld, and it shall be
reasonable for an Offeree to withhold its consent to the disposition if it
reasonably believes that the disposition would be likely to have a material
adverse effect on its Functional Unit Participation or Joint Operations, Including,
without limiting the generality of all or any part of the foregoing, a reasonable
belief that the proposed assignee does not have the financial capability to meet
prospective obligations arising out of this Agreement, provided that an Owner
which withhalds its consent shall include its reasons for withholding consent in its
notice. However, an Offeree shall be deemed to have consented to the
disposition to the proposed assignee, unless, within the time period prescribed in
Subclause (d), the Offeree advises the other Owners, by notice, that it is not
prepared to consent to 5uch disposition.

] If the Functional Unit Participation described in the Disposkion Notlce is not
disposed of to one or more of the Offerees pursuant to Subclause (d) of this
Alternate C, the Disposing Owner may, subject o obtainlng the consents
prescribed by the preceding Subclause, dispose of such Functional Unit
"Participation at any time within one hundred and fifty (150) Days from the
issuance of such Disposition Notice, provided that such disposifion is not on
terms that are more favourable to such proposed assignee than those offered in
the Disposition Notice. :

@ Following a disposition herein ar one hundred and fify (150} Days following the
issuance of a Disposition Notice from which a disposition did not result, as the
case may be, the provisions of this Clause 901 shall once again apply to the
Functional Unit Participation described in the Disposition Notice.

Unrestricted Disposals

Notwithstanding anything contained in this Article IX, an Owner may transfer all or a poriion of its interest in the
Facility without providing prior notice or the option o acquire such interest to the other Owners in the following instances,

(a)

)

©

(d)

a disposition to an Affiliate of the Owner, or in consequence of a merger or amalgamation of the Owner
with another corporation or pursuant to an assignment, sale or disposition made by an Owner of its entire
Facility Participation to a corporation in return for shares in that corporation or to a registered partnership
in return for an interest in that partnership;

if a portion of an Owner's interest in the Facility is disposed of as a result of the conversion of a gross
overriding royally interest or other interest to a working interest in a well pursuant to an agreement in
existence as of the Effective Date, and the preduction from such well is required to be delivered to the
Facllity,

a disposition made by an Owner of all, of substantially all, or of an undivided interest in all or substantially
all, of its petroleum and natural gas rights in the province or territory where the Fagility is situated, and for
the purposes of this Subclause, "substantially all’ means a percentage of ninety percent (80%) or more of
the net hectares held by such Owner in that province or territory;

Suhclause (d) shall _X_ /shall not ___ apply:
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(e)

®

a disposition made by an Owner of all, or substantlally all, or of an undlwded interest in all or substantially
all, of its petroleum and natural gas rights in wells producing to the Fagility, and for the purposes of this
Subclause, "substantlally all" means a percentage of ninety percent (90%) or more of the working interest
held by such Owner in such wells; and

Subglause (e) shall _X_ /shall not ___apply:

a disposition made by an Owner of a portion of its petroleum and natural gas rights in wells producing o .
the Facility, where such disposition is accornpanied by the disposition of a proportionate part or share of
the Facility. .

A disposition made by a Midstream Company of it's Functional Unit Participation as part of a disposilion
of all or substantially all, of its inferest in the Mazeppa Gas processing plant.

However, an Owner making such a disposition pursuant to Subclause (a}, (b}, (c), (d) (&) or (f) of this Clause shall
advise the Operator of such disposition in a timely manner, and shall comply with the provisions of Clause 905,

if the transfer Is to an Affiliate, the Owner shall execute and deliver to Operator a continuing guarantee of all
obligations to be assumed by the Affiliate under this Agreement. Such guarantee shall also provide that the guarantor
waives notice of any extensions, modifications or amendments to this Agreement and agrees to be bound thereby; that
no such extensions, medifications or amendments will release the guarantor; and that the guarantor will not be released
by any waiver of any obligatien of the Affiliate by the indulgence or concession granted to it.

Financing
Notwithstanding anything contained in this Article IX:

. (@) An Owner may mortgage its interest in the Facillty; provided that any such mortgage shall expressly
provide that the mortgagee shall hoid the interest subject to all the terms and provisions of this
Agreement, and shall also provide that upon any fealisation of the security, the parly acquiring the
interest in the Facllity shall be required to assume all obligations of the mortgagor under this Agreement,
including the obfigations imposed under Clause 905; and
) An Owner may assign its interest in the Facility in connection with an arrangement forthe financing of its
interest in the Facility provided that:
(i) any such assignment shall expressly provide that the assignee shall hold the Interest subject to
all the terms and provisions of this Agreement;
(i) until the assignee gives notice to Operator of a default by the assignor under the arrangement far
financing and complies with the provisions of Clause 905, the dssignor shall not be released from
its obligations under this Agreement, shall remain an Owner for the purposes of Exhibit "A",
under the Appendix titlled "FACILITY AND FUNCTIONAL UNIT PARTICIPATION", and the
Owners shall be entitled to deal exclusively with the assignor in all matters under this Agreement;
{ii) until the assignee gives notice to Operator of a default by the assignor under the arrangement for
financing and complies with the provisions of Clause 905, the assignor shall have full power and
authority to act on behalf of and bind the assignee for all matlers respecting this Agreement, and
any information , notices or billings served on or by, or any payment to the assignor shall be
deemed to have been served an or by or payment made to the assignee and the other Owners
shall neither honour notices from nor give notices to the assignes; and
Exhibit "A", Operating Procedure, No. ; Revislori____, Correction____, Mail Ballot No, , Effective August 1, 2000,
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(iv) any such assignment shall expressly provide that immediately upon receipt by the Operator of
notice from the assignee that the assignor is in default under the arrangement for financing,

realisation of the security or otherwise, the assignee shall be required to assume all obligations of
the assignoer under this Agreement.

9504.  Admission of New Owners Through Enlargemernt

Mo Person shall become an Owner through an Enlargement except with the approval of the Operating Committee
and upon such terms and conditions as may be imposed by the Operating Commitiee, which shall include the condition
that any Person becoming an Owner shall execute and deliver io Operator one (1) counterpart of this Agreement.

905. Disposal of Interest Documentation

(a)

(k)

(©

Every disposition of an interest in a Functional Unit shall be made subject fo this Agreement and shall not
be binding on the other Owners until the first Day of the Monih next following the date:

()] the Person acquiring the interest, if not already an Owner, has executed and delivered to
Operator one (1) counterpart of this Agreement; and

(i) a copy of the instrument, executed by both the disposing Owner and its assignee, evidencing
such change in ownership has been delivered to Operator.

Once such disposition becomes effective, the assignor shall thereupon be relieved from all obligations
that thereafter accrue hersunder with respect to the assigned interest, subject to Clauses 504, 505, 902
and 1001.

Subject to Clause 307, the assignment of any interest in the Facility by an Owner while acling in the
capacity of Operator shall not confer upon the Person acquiring such interest the position of Operator.

In the event of a Conversion, a Midstream Company shall provide the following inforration to the existing
Owners:

D existing parlies under firm (take or pay) commitments;

(in the volume of firm Capacity granted under existing firm (take or pay) commitments;

(i) expiry date of the existing firm (take or pay) commitments; and

{iv) which well(s) or designated area(s) are participating in the firm (take or pay)
commitments.

908. Change of Name

An Owner whose name is changed by due legal process shall notify and supply evidence of the change to
Operator as soon as possible.

ARTICLE X

TERM AND TERMINATION

1001. Term

This Agreement shall remain in full force and effect from the Effective Date so long as all or any portion of the
‘acilﬂy is held pursuant to this Agreement and so long thereafter as may be necessary to decommission, abandan,
Pispose of and reclaim the Facility, in accordance with the Regulations, and final settlement of accounts has been made

Exhibit "A", Operating Procedure, No. @; Revision , Correctlen , Mall Ballot No, , Effective August 1, 2000.
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among the Owners, provided that those provisions related to audit, llabllity. indeminity, dlsposal and salvage of Material
nd enforcement of defauit shall survive.

1002. Termination

Subject to the provisions of Clause 1001, this Agreement shall terminate upon a vote of the Operating Committee
in accordance with Subclause 204 (i).

1003. Salvage or Disposition

if required by the Regulations or directed by the Operating Committee to saivage the Facility or any Functional
Unit or portion thereef as the case may be, Operator shall, for the Joint Account:

@) salvage as much of the Facility, Functional Unit or portion thereof, as the case may be, as can
economically and reasonably be salvaged or otherwise dispose of the same In the manner determined by
‘the Operating Committee; and

()] clean up and restore the site of the Facility, Functional Unit or portion thereof, as the case may be, in
accordance with the Regulations and to the satisfaction of any governmental body having jurisdiction with
regard thereto and to the reasonable satisfaction of the awner or occupier of the land upon which the
Facility is located.

1004, Proceeds and Costs

The proceeds and costs of salvaging, decommissioning, abandonment, reclamation or disposing of any portion of
the Facility, incurred pursuant to Clause 1003, shall be shared and borne by the Owners of the Functional Unit to which
such salvage or disposal relates, based on each Owner's respective Functional Unit Participation in such Functional Unit,

ARTICLE XI

GENERAL PROVISIONS

1101, Enuremeént

Subject to the provisions of Clause 905, this Agreement shall enure to the benefit of, and be binding upon, the
respective heirs, executors, administrators, successors and permitted assigns of the Owners.

1102. No Partnership

Nothing herein contained shall be read or construed as creating a partnership, or as imposing upon any Owner
any partnership duty, obligation or liabllity of any kind, it being the express intention of the Owners that the respective
rights, obligations and liabilities of each of the Owners under this Agreement and in raspect of the subject matter hereof
generally, shall bé several, and not joint or joint and several.

1103. Force Majeure

(a) For the purposes of this Clause, "force majeure” means an occurrence beyond the reasonable contiol of

- the Owner claiming suspension of an obligation hereunder, which has net been caused by such Owner's

negligence and which such Owner was unable to prevent or provideé against by the exercise of

réasonable diligence al a reasonable cost and includes, without limiting the generality of the foregaing, an

. act of God, war, revolution, insurrection, hlockage, riot, strike, a lockout or other industrial disturbance,

Exhibit "A", Operating Procedure, No, @; Revislon ____, Correction , Mall Ballot No. , Effective August 1, 2000,
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1104, Notices

(b)

©

)

fire, lightning, unusually severe weather, storms, floods, explosion, accident, shortage of labour or
materials, or government restraint, action, delay or inaction.

If any Owner is prevented by force majeure from fulfilting any obligations hereunder, the obligations of
that Owner, insofar as its obligations are affected by the force majeure, shall be suspended while the
force majeure continues to prevent the performance of such obhgatlon and for that time thereafter as that
Owner may reasonably require to commence to fulfit such obligation. An Owner prevented from fulfilling
any obligation by the force majeure shall prompfly give the other Owners notice of the force majeure and
the affected obligations, including reasonably full particulars in respect thereof.

The Owner claiming suspension of an obligationas aforesaid shall promptly remedy the cause and effect
of the applicable force majeure, insofar as it is reasonably able so to do, and such Owner shall promptly
give the other Owners notice when the force majeurs ceases to preveni the performance of the
applicable obligation. However, the terms of settlement of any strike, lockoui or other industrial
disturhance shall be wholly in the discretion of such Owner, notwithstanding Subclause (&), and that
Owner shall not be required to accede to the demands of its opponents in any strike, lockout or industrial
disturbance solely to remedy promptly the force majeure thereby constituted.

Notwithstanding anything contained in this Clauseé, lack of finances shall not be considered a farce
majeure, nor shall any force majeure suspend any obligation for the payment of money hereunder.

All notices and other communications to be given in connection with this Agreement shall be in writing and shall
be sufficiently given:

(a)

(b)

©

if delivered by hand or by courier to an Owner at its address for service, such delivery shall be deemed
received by the Owner when actually delivered, If such delivery is during Owner's normal business hours,
on any Day other than a Saturday, a Sunday or statutory holiday. If such notice or other communication
is not delivered during the Owner's normal business hours, such natice or other communication shall be
deemed to have been received by Owner on the Day nex following the date of dellvery, other than a
Saturday, Sunday or statutory holiday;

except during any period of actual or impending postal disruption, If sent by first class mail, or by airmall if

- sent from outside Canada or the United States, postage prepaid, to an Owner at iis address for service,

such mailing shall be deemed received by the Owner on the fourth Day following the date of mailing
(Saturdays, Sundays and statutory holiddys excepted). However, If postal service is interrupted or
operating with unusual or imminent delay, such notice or other communication shall not he sent by such
means during such interruption or period of delay; and

to an Owner which has provided a direct telecommunication number as part of its address for service, if
sent by telecommunication to the Owner's designated telecommunication number, such transmission
shall be deemed received by the Owner when aclually received, if such transmission is during Owner's
fiormal business hours on any Day other than a Saturday, Sunday or a statutory holiday. If such notice
or other communication is riot received during the Owner's normal business hours, such notice or ather
communication shall be deemed to have been received by Owner on the Day next following the date of
transmission, other than a Saturday, Sunday or a statutory holiday.

For the purposes of this Clause 1104, the address for service for each Qwner initially shall be the address set
forth below its signature onthe éxecution page of the Head Document. Operator may change its address for service by
giving written notice thereof ta each of the other Owners, and any other Cwner may change its address for service by
giving written notice thereof to Operator.

Exhibit "A”, Operaiing Procedure, No. 8; Revision , Correction , Mall Ballot No. , Effactive August 1, 2000.
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1105, Sults

An Owner who is sued on an alleged cause of action arising out of Joint Operations shall forthwith notify every
other Owner.

11068. Compliance with Laws and Regulations

In exerclsing their respective rights and dischatging their respective obligations under this Agreement, the
Owners shall comply in all material respecls with all Regulations.

1107. Governing Law

This Agreement shall be governed by and construed in accordance with the laws of the Province of Alberta and
the laws of Canada applicable therein, and each of the Owners submits to the exclusive jurisdiction of the courts of the
Province of Alberta for the interpretation and enforcement hereof.

1108. Walver

No waiver by any Owner of any breach (whether actual or anticipated) of any of the covenants, provisions or
conditions herein contained shall take effect or be binding upon that Owner unless the same is expressed in writing under
the authority of that Owner, Any waiver so given shall extend only to the particular breach so waived and shall not limit or
affect any rights with respect to any other or future breach. -

1109. Statute of Limitations

The Owners agree to extend the two (2) Year time period otherwise provided for under the Limitafions Act

.Alberta) to four (4) Years.

1110. Further Assurances

Each Owner shall from time to time and at all times do all such further acts and execute and deliver all further
documents as may be reasanably required in orderto perform and carry out the terms of this Agreement.

1111. Partitioning

No Owner shall resort to any action for partition, or sale in lieu of partition, of any real property comprised in the
Facility, or any portion thereof,

1112. United States Taxes

If for the purposes of the United States Internai Revenue Codé of 1986, as amended (“the Code"), this
Agreement or the relationship established thereby constitutes a parinership as defined in Section 761 (a) of the Code,
each Owner who is enfitled under such Section fo elect, hereby elects to have such partnership excluded from the
application of Subchapter K of Chapter 1 of Subtitle A of the Code, or such porlion thersof as the Secretary of the
Treasury of the United States, or his delegate, permits to be so excluded. Operator is authorised to execute such election
on behalf of the applicable Owners and lo file the election with the proper United States government office or agency.
Operator is further authorised and directed to execute and file such additional and further evidence of such election as
may be required, all at the expense solely of those Owners subjéci to the Code. However, if Qperator is not subject to
the Code with respect to the Facility, the obligations of Operator under this Clause shall be fulfilled by the Owner who is
subject to the Code with respect to the Facility and who, among those Owners subject to the Code, holds the greatest
Facility Participation,

Exhibit "A", Operating Procedure, No. &; Revision , Correctlon , Mall Ballot Mo. , Effective August 1, 2000,
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1118. Coniidentiality

Each Owner entifled to information abtained hereunder ar pursuant te this Agreement may use such Information
for its sole benefit. However, the Owners shall take such measures with respect to Joint Operations and internal security
as are appropilate in the circumstances to keep confidential from third Persons all such information, except informatian
which the Owners have expressly agreed among themselves to release and information disclosed by an Owner:

(@) when and to the extent required by the Regulations and securilies laws applicable to such Owner,
provided that such Owner shall mvoke any confidentiality protection permitted by such
Regulations and securities laws;

(b) to an Affiliate, provided that such Owner shall be deemed to have required such Affiliate to
maintain the confidential status of the disclosed information in accordance with this Clause 1113,
that such Affiliate shall be deemed to have accepted such obligation and that such Owner shall
be liable for any loss suffered by the other Owners, or any of them, because of the failure of such
Affiliate to maintain such information confidential;

(c) to a third Person to which such Owner is seeking to assign all or a portion of its interest
hereunder, provided that a binding covenant is obtained from such third Person prior to
disclosure which provides, inter alia, that none of such infarmation shall be disclosed by it to any
other third Person;

() 1o the technical, financial or other professional consultants of such Owner which require such
information to provide their services to such Owner or to a bank or other financial institution form
which such Owner is attempting to obtain financing, provided that a binding covenant is obtained
form such consultant or financler, as the case may be, prior to such disclosure, which provides,
iter alia, that none of such information shall be disclosed by it 1o any other third Person or used
for any purposes ather than advising such Owner or providing financing to such Owner, as the

. case may be.

However, the confidentiality obligation in this Clause shall not extend 1o information to the extent it is in the public
domain, provided that specific items of information shall not be consndered to be in the public domain merely because
more general information is in the public domain.

Notwithstanding the foregoing provisions of this Clause, any Owner which otherwise ceases to be bound by the
pravisions of the Agreement shall nevertheless remain bound by the provisions of this Clause with respect to information
obtained hereunder or pursuant fo this Agreement until and 1o the extent that such information is in the public domain.

1114. General Business Conduct

Except as otherwise provided herein, none of the Owners nor any of their Affiliates, directors, officers,
consuitants, agents or employees shall give or receive any commission, fee, rebate, gift or entertainment of significant
cost or value in connection with this Agreement.

1115, Supersedes Prévious Agreements

Unless otherwise provided in the Head Document, this Agreeiment supersedes all other previous agreements,
documents, writings and verbal understandings among the Owners relating to the Facility, and expresses all of the terms
and conditions agrieed upon by the Owners with respect to the Facility.

1116. Time of the Essence

. Time is of the essence in this Agreement.

Exhibit "A", Operating Procedure, No. §; Revision , Correclion , Mail Ballot No. , Effective August 1, 2000.
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1117. No Implied Covenants

The Owners have expressed herein their entire understanding and agreement concerning the subject matier of
this Agreement. No Implied covenant, condition 6r term shail be read info this Agreement, nor shall any prior oral or
written understanding entered into modify or compromise any of the terms and conditions herein.

1118, Waiver of Relief

The Owners acknowledge that any default, forfeiture or assignment provisions contained in this Operating
Procedure are reasonable and equitable, Each Owner waives any and all rights which it may have at law, in equity or by
the Regulations, against default, forfeiture or penalty if such provisions are invoked.

1119. Restrictions

The Parties hereby agree that within the area of the Facilities, their respective employees and the employees of
contractors and subcontractors employed thereon, shalf not be permitted to;

(a) possess, use, distribute or sell aicoholic beverages;

{b) misuse legitimate drugs;

(© possess, use, distribute or sell illickt drugs or non-prescribed prescription drugs or other controlled substances: or
{d) perform hereunder while under the influence of alcohol or any such other drugs or substances.

The Operator shall adopt and enforce work rules and shall use its best efforts to include appropriate provisions in
all relevant contracts to uphold such restrictions.

Exhlbit "A", Operating Procedure, No. O Revision , Cormreclion , Mail Baliot No.
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APPENDIX | OF EXHIBIT “A” OF

Agreement for the Construction, Ownership and Operation of the Hooker Gas

Gathering System

FACILITY AND FUNCTIONAL UNIT PARTICIPATION

101. Facility Participation and Functional Unit Participation

The Owners and their respective Functional Unit Participation’s and Facility Participation are as

follows:
Functional Unit Participation
Owners Segment 1 Segment 2 Segment 3 Segment 4
Connemara Hooker Hooker North 2-4 to 2-20
Lateral Compressor Connector Loop
MFC Resource Partnership 75.00% 75.00% 75.00% 75.00%
ExxonMobil Canada Energy 25.00% 25.00% 25.00% 25.00%
Total 100.00% 100.00% 100.00% 100.00%
Owners Facility Participation
MFC Petroleum Corporation 75.00%
ExxonMobil Canada Energy 25.00%
Total 100.00%

102. Basis for Determination

(a) Facility Participation

The initial Facility Participation of each Owner has been determined and expressed as
a percentage representing the proportion that each Owner’s investment value in the
Facility bears to the fotal aggregate investment value of ail Owners in the Facility.

{b) Functional Unit Participation

The Functional Unit Participation of each Owner has been determined and expressed
as a percentage representing the proportion that each Owner’s investment value in
the Functional Unit bears to the total aggregate investment value of all Owners in the

Functional Unit.

Exhibit A, Appendix |, Revision 03 , Correction_00 , Mail Bailot No. __ Effective May 1, 2014
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APPENDIX Il OF EXHIBIT “A” TO

Agreement for the Construction, Ownership and Operation of
the Hooker Gas Gathering System

DESCRIPTION OF FACILITY AND FUNCTIONAL UNITS AND MAP

101. Facility Description

The Facility shall include pipelines, compressors and their assoctated equipment
for the gathering and compression of Inlet Substances.

102. Functional Unit Descriptions

Segment (1) Connemara Lateral is a 4" natural gas pipeline system for which the
AEUB has issued a license number 33200 and commences in 03-
14-17-28W4M and ends at 10-20-16-20VV4M.

Segment (2} Hooker Compressor is a leased natural gas compressor for which
the AEUB has issued a license number 2000-4976 and is located at
the S.E. corner of Sec. 4 Twp. 17 Rge. 28 west of the 4™ Meridian.

Segment (3) Hooker North Connector (including the Hooker 8-5 Connector)
consists of two 8" natural gas pipelines for which the AEUB has
issued license number 34436 which commences at 09-05-17-
29W4M and ends at 02-04-17-29W4M and license number 3475
which commences at 09-05-17-28WW4M and ends at 02-18-18-
29W4M,

Segment (4) Pipeline Loop is a new 8" line from 02-20-17-28W4M to the 02-04-

17-29W4M for which the AEUB has issued a license number 34551
Lines 82, 87.

103. Map of the Facilities

Exhibit A, Appendix I, Revision 1, Correction _ Mail Ballot No. 2005-01 Effective Jul 2005
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APPENDIX Il of EXHIBIT "A" to

Agreement for the Construction, Ownership
and Operation of the
Hooker Gas Gathering System

ACCOUNTING PROCEDURE

101. Accounting Procedure Chosen

{a)Alternate _A_ immediately below shall apply as a schedule to this Appendix:

ALTERNATE A. The Accounting Procedure is the 1996 Petroleum Accountants Society of
Canada's Accounting Procedure and has been modified only as shown in
Clause 102 (b) hereof. The elections chosen and values inserted are
described in Clause 102 {a) hereof.

ALTERNATE B, The Accounting Procedure is unique to this Agreement and is attached
hereto as Schedule A.

102. Rates, Elections and Medifications to the 1996 PASC Accounting Procedure

The following clauses of the Accounting Procedure are modified to include the indicated
election, alternate, option or value:

105, Operating Fund: __10 %
110. Approvals: In accaordance with Clause 204(e) of the Operating Procedure;
112, Expenditure Limitations;

{a) excess of thirty thousand dollars ($30,000)
{c) excess of twenty thousand dollars ($20,000)

202. Employee Benefits:
(b) exceaed twenty two percent (22%)
213, Camp and Housing:
{b) shall fshall not___X
216. Warehouse Handling: five percent (5%)

1
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221, Allocation Opﬁons:

CLAUSE OPTIONS FOR CHARGING JOINT ACCOUNT
Fized $/ Month
Subject to Not subject Percentage Other

302 (e) to 302 (&) of Direct (Specify)

Cost {(Well/m3)
204 N/A N/A N/A N/A
207(c) N/A N/A N/A N/A
212 N/A N/A N/A N/A
213() N/A N/A N/A N/A
214 N/IA N/A N/A N/A

302. Overhead Rates:
{a) Exploration Project  N/A percent ( %)

{b) Drilling of a well N/A percent ( %o)

(¢) Initial Constructicn N/A percent ( %)

OR
(1) _three  percent (3); ___ fifiy thonsand dollars ($50,000)
(2) two  percent (®4%); _onehundred thousand dollars ($100,000)

(3) onc  percent (1%%4)

{d) Construction Project _ N/A percent ( %)

OR
{1) five percent (P4), _ fifty thousand dellars ($50,000)
(2) three  percent (3%); onehundred thousand doljars ($100,000)

(3) one _ percent (1%)

{e) Operation and Maintenance:
(1) _ten  percent (10%) of cost; and
() /A

(DA
Subctause 302(e)(2) and 302(e)(3) hereof shall fshalinot X .

406. Disposiiions: thirty thousand dollars ($30,000)

103, Modifications to the PASC Accounting Procedure

The Accounting Procedure is modified as follows:

2
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The following clauses contained in the Accounting Procedure are deleted and replaced as spectfied:

113, Value Added Tax

{a) For refundable value added, goods and services or sales taxes, the Operator is
authorized to make all élections and file alt forms or documents required to administer
such taxes on behalf of the joint Account, including any documents which are required to
deem all purchases of goods and services to be purchases of the Operator, and all
recoveries o be recoveries of the Operator.

(b) For all amounts payable by one Owner to any other Owner, including any payment as a
result of a breach of this Agreement, applicable value added, goods and services or
sales taxes and similar levies, shall be added to the amount payable uniess the
transaction is covered under 113(a) above.

Clause 201(a)(6) - Salaries and wages of the Operator's employees engaged in Production Engineering
who are either temporarily or permanently assigned to and directly employed off-site in direct support of
Joint Operations,

Clause 207(d) - Maintaining and operating an On-Site Warehouse that is part of the Joint Praperty.

When additional operations or activities are served by the On-Site Warehouse, the cost of maintaining
and operating the On-Site Warehouse shall b allocated among all operations and activities served, on an
equitable basis or as otherwise agreed to by the Owners pursuant to Clause 216 of this Accounting

Procedure.

Clause 501(b) - The Operator shall conduct an inventory of stock maintained in a Warehouse which is
part of the Jaint Operalions on a annual basis or as otherwise approved by the Owners.

103. Warranty as fo Modifications

Except as otherwise provided for in Glause 101 and 102 hereof, the Accounting Procedure published by
the Petroleum Accountants Society of Canada, 1996 (copyright) is hereby incorporated in its entirety in
the Agreement and the Parties so warrant that sajd Accounting Procedure has been amended only to the

extent set forth herein.
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101.

102.

APPENDIX IV of EXHIBIT "A" to

Agreement for the Construction, Ownership
and Operation of the
Hooker Gas Gathering System

STRUCTURE AND SHARING OF
THE JOINT ACCOUNT

Structure of the Joint Account

The Joint Account for the Facility and all statements furnished to the Owners shall be segregated by
Functional Unit (if applicable) and divided into Capital and Operating Costs.

Sharing of the Joint Account Amongst Owners

(a) The Owners shall reimburse Operator for Capital Costs and Operating Costs as follows:

(b)

(©}

() Capital Costs — Each in proportion to their Functional Unit Participation’s.

(i) Variable Operating Costs — Operator shall initially allocate Variable Operating Costs in
. proportion to the estimated volumes for each Owner and non-Owner in the first calendar Year
or portion thereof and for each following calendar Year. The estimated allocation of Variable
Operating Costs shall be subject to annual adjustment pursuant to Subclause (c) hereof.

(i) Fixed Operating Costs — Each in proportion to their Functional Unit Parficipations

Operator shall distribute the Surplus Capacity usage charges, as may be charged from time to
time pursuant to the Appendix titted "CAPACITY USAGE AND FEES", to the Owners on an
interim basis in proportion to their estimated available surplus Capacity contributed and such
distribution shall be subject to an annual adjustment pursuant to Subclause (c) hereof.

Operator shall, within one hundred and eighty (180) Days of the end of the preceding year adjust
the distribution of the estimated Variable Operating cosls and Surplus Capacity usage charges
made pursuant to Subclauses (2) and (b} hereof to reflect the following basis for sharing:

(0

(Ii)

(i)

Total Variable Operating Costs including noh-Owner fee income (Operaling Cost
component) for the Month shall be shared by the Gwners on the basis that each Owner's
Monthly volume of Inlet Substances delivered to a Functional Unit bears to the total
volume of all Inlet Substances delivered to a Functional Unit for all Owner’s for such
Month;

Operaior shall distribute Owner's Daily Surplus Capacity usage charges, as may be
charged from time to time on the basis of each Owner's prorated share of Surplus
Capacity so contributed in such Day.

Subject to Subclause 103 herein, where Customer Substances compressed or
transported in a Functional Unit are less than or equal to the Midstream Company's
Capacity Ownership, the usage charge on Customer Substances, shall be determined by
aid shall be for the account of the Midstream Company. Where Customer Substances

1
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exceed the Midstream Company’s Capacity Ownership, the Midstream Company shall
pay a Surplus Capacity usage charge on the "Outside Substances™ to the Joint Account
as provided for in Subcfause 102(c)(ii) herein and the charge shall be credited back to
the Owners on the basis of each Owner's prorated share of Surplus Capacity so
contributed in such Day.

103.  Sharing of Usage Fees After a Conversion

()

®)

In the event of a Midstream Company Conversion, usage fees generated from Customer
Substances on firm (take or pay) contracts in existence shall remain with the Midstream
Company or its successor Owner, At any time in which new wells or re-completed zones uiilize a
Functional Unit under an existing firm (take or pay) contract, Owners may elect to share in this
usage fee generated from the said contract by contributing a proportionate share of their
Capagcity, this election shall be translated into a Capacity volume for purposes of sharing usage
fees. For clarity, the Capacity volume contributed by an Owner shall be multiplied by the Surplus
Capacity usage charge provided for in Appendix titled “CAPACITY USAGE AND FEES" and the
result shall be paid to the contributing Owner by the Midstream Company or its successor Owner;
and

In the event of a Midstream Company Conversion, usage fees generated from Customer
Substances on interruptible contracts (not take or pay) in existence shall remain with the
successor Owner. At any time in which new wells or re-completed zones ufilize a Functional Unit
under an existing or future interruptible contract, the usage fees generated from the said wells or
zones shall be shared by the Joint Account o a proportionate basis of the Surpius Capacity 5o
contributed. For clarity the Surplus Capacity usage charge provided for in Appendix titled
"CAPACITY USAGE AND FEES” shall be multiplied by the volumes from new wells or re-
completed zenes ulifizing a Funetional Unit and will be shared by the Joint Account, as provided
forin subclause 102(c)(ji) herein.
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APPENDIX V of EXHIBIT "A" to
Agreement for the Construction, Ownership
and Operation of the

Hooker Gas Gathering System

CAPACITY USAGE AND FEES

101. Determination of Capacity

(a)

(b)

©

Subject to Clausé 604 of the Head Document, the Capacity aclually utilized by each Owner
in a Functional Unit shall be determined from the total Inlet Substances of every well
delivering fo a Functional Unit, including the associated gas equivalent of liquids in each
Cwner's Inlet Substances.

The Capacity of each Functional Unit may be re-determined by Operator, for the approval
of the Operating Committee pursuant to Subclause 202(a) of the Head Document, to iake
into consideration approved changes to the operating conditions.

If the sum of all Owners' and non-Owners' dally throughput for any given Day exceeds the
Capacity of that Functional Unit, then Operator shall deem the actual throughput to be the
Capacity for ali Accounting purposes for that Day and shall refer the matter to the
Operating Committee for a decision as to whether or not Appendix V, Table | Capacity
should be revised.

102, Owner Surplus Capacity Usage

)]

Determination of utilized Surpius Capacity

(i) Operator shall determine each Owner's throughput for each Functional Unit on a
daily basis;
(i) Operator shall determine each Owner's share of Surplus Capacity utilized in each

Functional Unit for the period specified in Subclause 102 (a)() by taking the
difference between each Owner's daily throughput and thal Cwner's Capacity
Ownership in the respective Functional Unit;

(iiiy Operator shall prorate the fotal utilized Surplus Capacity in & Functional Unit to
those Owners fumishing Surplus Capacity in the proportion that their respective
Surplus Capacities bear to the total Surplus Capacity in the Functional Unit;

(i) If more than one Owner désires to utilize Surplus Capacity, such Surplus
Capacity shall be prorated among the Owners desiring 1o utilize it for the
processing of Inlet Substances, in the proportion that each Owner's Functional
Unit Participation in that Functional Unit bears to the total Functional Unit
Participation of all Owners desiring to ulilize such Surplus Capacity in that
Funétional Unit. If under the foregoing prorationing, an Owner is eligible to utilize
more of the Surplus Capacity than such Owner desires to utilize, that Owner
shall be allocated only its desired share of Surplus Capacity, which share of
Surplus Capacity shall be subtracted from the 1otal Surplus Capacity available.
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The remaining Suiplus Capacity shall be prorated in the above mannerto the
other Owners until all of the Surplus Capacity is fully utilized; and

{v) Each Owner will have first right to use their own Capacity in a Functional Unit.
Subject to Clause 604(b) of the Head Document, all Customer Substances will
be deemed to viilize the Midstream Company's Capacity for purposes of
Capacity determination. The Midstream Company will administer its Capacity on
a "first n, last out” basis and will grant the other Owner's the right to match a
bana fide offer from a non-Owner that would result in Owner Substances, already
utilizing the Midstream Company's Capacity being removed from the Midstream
Company's Capacity. Prior to a Conversion, a Midstream Company or successor
Owner will maintain contracts for Custormér Substances and Culside
Substances, subject to the Capacity rights of each Owner to utilize its Capacity in
a Functional Unif. Following a Conversion the successor Owner to a Midsiream
Company, will maintain existing contracts but any new contracts will be
maintained by the Operator.

(b) Calculation of utilized Surplus Gapacity charge

An Owner in excess of its Capacity Ownership or Qutside Substances that utilize Surplus Capacity
in a Functional Unit shall pay a Surplus Capacity charge determined as follows:

@ An Owner that has utilized Surplus Gapacity in a FUnctional Unit shall pay a Surplus
Capacity charge based upon a JP-95 formula including the estimated initial costs of
construction and the parameters provided for in Subclause 102(c) below. The Surplus
Capacity charge will be charged as follows:

o Segment T i e e et e e s .. $3.02/0%mE
o SegmentZ........iiiinn s e . $0.53/8°mM°
» Segment 3. e . 53.02/6%M°

This Surplus Capacity charge may be amended for any Functional Unit as a result of
significant Capital expenditures (for clarity significant Capital expenditures shail mean
each cumulative Capital expenditures of $200,000 or more) or as agreed upon by the
unanimous consent of the Operating Committee. If the above Surplus Capacity charge is
to be amended, the calculation shall be conducted using a JP-95 forrmula and the criteria
provided for under Subclause 102(c) below.

{))] Surplus Capacity charges wil! attract the same charge for all Inlet Substances whether
that Owner utilizes alt or part of a Functional Unit. Exceplions to this Surplus Capacity
charge herein may be proposed to the Operator, but exceptions 1o this charge will only
be considered where an Owner or a non-Owner has the option to construct at an
equivalent lower fee. Exceptlons to this Surplus Capacity charge herein, requires
unanimous approvat of the Owners, approval not to be unreasonably withheld.

i) Operator shall, at reasonable intervals but at least once for every Yeéar, perform a
Monthly calculation of the Surplus Capacily utilized on a Daily basis by each Owner in a
Funclional Unit. If performed annually, such ecalculation shall be performed within one
hundred and eighly (180) Days of the end of the preceding Year. The calculation
performed hereunder shall result in a utilized Surplus Capacity charge being made to
those Owners utilizing Surplus Capacity in excess of such Qwner's Capacity Ownership,
and a credit of such amounts to the Owners furnishing Sutplus Capacity.

(¢)  Surplus Capacity charges o non- participating Owners in an Enlargement
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An Owner who does not participate in an Enlargement but uses that Capacity created from an

Enlargement, shall be subject to a Surplus Capacity usage charge. The said charge will be
credited back 1o the participating Owners in the Enlargement pursuant to Clabse 102 (c) of the

Appendix titled “STRUCTURE and SHARING OF THE JOINT ACCOUNT". The calculation of
this fee shall be based on a JP-85 calculation with the following criteria used In the calculation.

0]

(i
(i)
()
(v)

Rate of Return of twenty (20) percent;

20 year life on the Enlargement;

No lost GGA shall be caloulated;

Capacity and throughput based upon 350 producing days; and

Shall Include a capital batance which is not depreciated in excess of fity percent (50%) of
the original Capital or any Capital additions

103. Non-Owner Capacity Usage

Surplus Capacity not utilized by the Owners may be allocated by the Operator to non-Owners. All
requests received from non-Owners who wish to utilize Surplus Capacity for gathering and
compression of Customer Substances and/or Outside Substances shall be referred to the Operator.

104. Distribution of Surplus Capacily and Non-Owner Capacity Usage Charges

Distributions of charges made pursuant to Glauses 102 and 103 hereof shall be perfnrmed by
Operator as provided in the Appendix titled "STRUCTURE AND SHARING OF THE JOINT
ACCOUNT",

105. Order of Cuthacks

® @

®)

If the Facility or a Functional Unit cannot handle ali Inlet Substances the Owners wish to
deliver to the Facility or to such Functional Unit on any Day, the Inlet Substances shall be cut
back as follows: :

0}
{in

D)

Quiside Substances which are delivered to a Functional Unit; followed by

Owners Substances in excess of such Owner's Capacity Ownership will be cut back next
on the basis of the proportion that each Owner's Substances and Customer Substances
in excess of each Owner's Capacity Ownership bears to the total excess volume of all
Inlet Substances delivered to a Functional Unit; followed by, and

Owner's Substances within each Owner's Capacity Ownership and Customer
Substances within each Midstream Company’s Capacity Ownership will be cut back last
on the basis of the proportion that each Owner's Substances and Customer Substances
bears to the tetal volume of all Inlet Substances delivered to a Functional Unit.

Intermittent cutbacks during a Day that may be necessary pursuant to this Clause shall be
made at the Operatar's discretion exercised reasonably, and applying the principles described
in Subclause (a) hereof to the extent possible. Operator shall prompily notify the Owners of
any cutbacks that are required.
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TABLE |
CAPACITY
The Capacity of each Functional Unit is as follows:
FUNCTIONAL UNIT DAILY CAPACITY
Segment 1- Connemara [.ateral 395.0 e®m® /day at a discharge pressure of 9970 kPa.
Segment 2- Hooker Compressor 395.0 e’m®/day at a suction pressure of 3710 kPa and a

discharge pressure of 8970 kPa.

Segment 3- Hooker North Connector 585.0 e°m%day at a pressure of 8136 kPa at the 9-5 inlet and
7240 kPa at 2-19 outlet for the gathering line.
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APPENDIX VI of EXHIBIT "A” to

Agreement for the Construction, Ownership
and Operation of the
Hooker Gas Gathering System

INSURANCE

101. Insurance

(a) Without in any way limiting the obligations or liabilities of Operatar, Operator shall also comply
with the provisions of ALTERNATE __B__ immediately below:

ALTERNATE A.

(b) Operator shall, prior to the commencement of Joint Operations, hold or cause to be held with a
reputable insurance company or companies, and thereafter maintain or cause o be maintained
for the Joint Account and benefit of the Owners and their respective Affiliates, directors, officers,
consuitants, agents and employees, the insurance hereinafter set forth and any other insurance
which is specifically required to comply with the Regulations. The insurance required pursuant to
this Subclause shall, subject to Subclause 101 (d), be as follows:

)] Automobile Liability Insurance covering all motor vehicles or snowcraft and all terrain
vehicles, owned and/or leased, operated or licensed by Operator and used in Joint
Operations, with an inclusive bodily injury, death and property damage fimit of

dollars (% ) per accident;

{ii} Commercial General Liability Insurance with an inclusive bodily injury, death, and
property damage limit of doftars ($___~ ) per occurrence, and,
without restricting the generality of the provisions of this Paragraph, such coverage shall
include, but not be limited to, Employer's Liability, Employer's Contingent Liability,
Contraclual Liability, Contractor's Proteclive Liability, Products and Completed

Operations Liability, and, such policy shall /shall not _ include Pollution
Liability;

)] If aircraft are used, Alrcraft Liability Insurance covering all aircraft, owned, leased,
operated or licensed by Operator and used in Joint Operations, with an inclusive bodily
injury, death and property damage limit of dollars ($ ) per
OCEUTTENGE;

{iv) tf required, Builder's Risk Course of Construction Insurance in an amount not less than

the full value of any work being performed in respect of the Initial Construstion or any
Enlargement, which shall cover all risks of physical loss or damage to the Fagility or the
work being performed in respect thereto, including all machinery, materials and supplies
at the site of such work, in transit thereto and intended to become a part of the finished
work, or on site awaiting erection or installation, testing or final acceptance by Operator;
and
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) If required, VWrap-up General Liability Insurance for a combined single limit of

dollars ($ ) for each dccurrence or accident, including property

damage, bodily injury (including death at any time resulting therefrom) and personal

injuries sustained by any person because of bodily injury or destruction of property

(including loss of use ar occupancy); and contractual liability arid employes's liability.

Such coverage shail extend to include contractors and sub-confraclors as additional

insureds in connection with the work. The policy should provide for coverage during the

term of Initial Gonstruction or any Enlargement, including twelve (12) Months completed
operations liability.

ALTERNATE B.

(b)

Operator shall, prior to thé commencément of Joint Operations, hold or cause to be held with a
reputable insurance company or companies, and thereafier maintain or cause to be maintained
for the Joint Account and benefit of the Owners and their respective Affillates, directors, officers,
consultants, agents and employees;

)] insurance that is specifically required to comply with the Regulations.

{it) Shall fshall not __X__ provide Builder's Risk Course of Construction Insurance in an
amount not less than the full value of any work being performed in respect of the Initial
Construction or any Enlargement, which shall cover all risks of physical loss or damage
to the Facility or the work being performed in respect therelo, including all machinery,
materials and supplies at the site of such work, In transit thereto and intended to become
a part of the finished work, or on site awaiting erection or installation, testing or final
acceplance by Operator; and

iii) Shall ___ /shall not __X__ provide Wrap-up General Liabhility Insurance for a combined
single limit of dollars (§ ) for each oecurrence or accident,
including property damage, bodily injury (including death at any fime resulting therefrom)
and personal injuries sustained by any person because of hodily injury or destruction of
property (including loss of use ar ocoupancy); contractual liability and employer's liability.
Such coverage shall extend to include contractors and sub-contractors, as additional
insureds, in connection with the work. The policy should provide for coverage during the
term of Initial Construction or any Enlargemend, including twelve (12) Months' completed
operations Kability.

The following conditions shall be applicable to the ALTERNATE which is specified:

(c)

(@

(&)

It is the intention of the Owners that, except as provided in Subclause 101 (b) of this Appendix
and in Article V of the Cperating Procedure, the cost of any accident, loss or any claim of or
liabilily to third parties or to each other for bodily injury, death or property damage arising out of
any Joint Operation shall be borne individually by the Owners in proportion to their respective
Functional Unit Participations in the affected Functional Unit, insofar as the matter relates to such
Functional Unit, and in proportion to their respective Facility Participations in all other cases.

Operator shall provide information regarding deductibles specified for each accident or
occurrence in any insurance policy maintained for the Joint Account to any Owner who reguests
in writing such informafion. Operator shall maintain deductibles in accordance with its internal
policy unless otherwise directed by the Operating Committee.

(D If the policies which Operator is required to obtain or maintain for the Joint Account are,

in Opetator's reasonable opinion, unavailable or available only at an unreasonable cost,
then Operator shall promptly netify the Owners, in order that the Operating Committes
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()

(i

0

may re-determine the policies which shall be held for the Joint Account. Subject to the
provisions of this Clause, policies obtained for the Joint Account pursuant to this Clause
may contain terms, conditions or exclusions affecting or limiting the risks covered thereby
or the circumstances under which the insurer may be required fo indemnify or
compensate the Owners thereunder, provided that such terms, conditions or exclusions
are, in Operator's reasonable opinion, the best available from the markétplace on
reasonable terms and ordinary or appropriate. However, Operator shall obtain the prior
approval of the Operating Committee with respect {0 any such change which is made
after the relevant policy or policy renewal has been acquired for the Joint Account.

(i) Except as provided in subparagraph (), failure by the Operator to maintain the insurance
reguired to be maintained for the Joint Account shall be deemed to be Gross Negligence.

If Operalor makes any payments with respect to any losses, damages, claims or liabilities arising
oul of Joint Operations which are covered by insurance policies maintained for the Joint Account
hereunder with the approval of the insurers thereof or if Operator makes any payments
authorised hereunder with respect to any other losses, damages, claims or liabilities arising out of
such operations, such payments shafl be a charge for the Joint Account. However, Operator
shall diligently attempt to process its claims under such policies with respect to such losses,
damages, claims or liabilities, and shall promptly credit the Joint Account the amount it ultimatsly
recovers under such policies. Insofar as such charge is one which is not to be borne for the Joint
Account pursuant to Article V of the Operating Procedure, Operator shall adjust the Joint Account
accordingly at such time as it is determined that the charge is not to be borne for the Joint
Account.

Operator shall use reasonable efforts to ensure that each insurance policy maintained for the
Joint Account pursuant te this Clause includes:

] a provision that coverage is primary fo any other coverage carrisd by the Owners (other
than coverage maintained by an Owner to reduce its exposure to a deductible);

(i) a provision thal such policy shall survive the defauit or bankruptcy of the insured for
claims arising out of an event before such default or bankruptcy; and

(i) a provision that the insurer shall previde Operator with sixty (80) Days' written notice of
cancellation of such policy.

Each Owner shall be responsible for insuring its own interest in the Facility with respect to
physical damage to property, loss of income, Operator's Extra Expense, Seepage, Pollution,
Contamination and Clean-up costs relating to the well(s) and any insurance other than that
referred to in the ALTERNATE specified in Subclause 101 (a) of this Appendix. Each Owner
shall ensure that each policy maintained by it for its own account hersunder shall contaln a

- waivar of all rights, by subrogation or otherwiss, against the other Owners and their respective

Affiliates, diractors, officers, consultants, agents, contractors and employees.

Operator shall provide each Owner with notice of damages or losses incurred hereunder as soon
as practicable after the damage or loss has been discovered. Operator shall provide the Owners
with such assistance and materials as is required to substantiate such damages or losses for the
purposes of the Owners' insurance coverage.

Operator shall, with respect to Joint Operations, use every reasonable effort to have its
contractors and sub-contractors:

()] comply with all Regulations applicable {o workers employed by them; and
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(ii) carry such insurance in such amounts as Operator deems necessary, provided that such
insurance policies shail either include waivers of all rights, by subrogation or otherwise,
against the Owners and their respective Affiliates, directors, officers, consultants, agents,
contractors and employees, or include the Owners as insureds under such policies.

4

EXHIBIT "A", APPENDIX V), NO, &, REVISION __, CORRECTION __, MAIL BALLOT NO. __, EFFECTIVE August 1, 2000



101,

102.

APPENDIX VII of EXHIBIT "A" to

Agreement for the Construction, Ownership
and Operation of the
Hooker Gas Gathering System

SPECIFICATIONS OF INLET SUBSTANCES, FACILITY PRODUCTS
AND OPERATING CONDITIONS

Inlet Substances Specification and Operating Conditions

(a)

(b)

©

@

(e}
]
@

()

All Owner's Inlet Substances delivered to the Functional Unit shall be of a kind, quality and
composition and at a temperature and pressure so as to be within the design and operating
parameters of the Functional Unit; and

All Owner's Inlet Substances delivered to the Functional Unit shall be free from substances in such
quantities that may obstruct, damage or be detrimental to the operation of the Functional Unit or that
may result in Owner’s Inlel Substances having objectionable cdours, solid matter, dust, gums and
gum forming constituents which might affect its merchantability or cause injury to or interference
with the proper operation of the lines, regulators, metering facilities or other appliances through
which such Owner's Inlet Substances flows;

The temperature for Inlet Substances delivering to the Facility shall not exceed sixty degrees Celsius
(60° C); |

H.S content of Inlet Substances shall not exceed the anticipated licensed limit of three point five
percent (3.5%) for the pipeline, subject to regulatory approval;

No free water shall enter the Facility without prior permission of the Operator;
Ne free oil shall enter the Facility without prior permission of the Operator;

Gondensate rates for Inlet Substances delivering to the Facility shall not exceed .067438 m¥/e*m®
without pricr permission of the Operator;

Hydrates shall be controlled with methanol injection. All methanol used in the Facilily must be in the
form of “Inhibited” methanol which is compatible with the gathering systems downstream of the
Fagilities; and

The Operator will conduct a corrosion contro! program, which is compatiible with the -gathering
systems downstream of the Facilities.

Acceptance of Inlet Substances

Inlet Substances delivered to the Facility Inlet which are not in strict compliance with Ciause 101 of this
Appendix;
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(a) may be accepted inio the Facility provided that the oﬁ—specif&on is, in Operator's opinion, not
injurious to the Facility and not at risk of contaminating other Inlet Substances or Facility Products
associated with the Facility; and

()] shall be refused acceptance into the Facility immediately upon detection by Operator of the off-
specification condition if Operator is of the opinion that off-specification Inlet Substances are likely to
be injurious to the Facility or a contaminant to other Inlet Substances, or Facility Products,
Immediate refusal shall nonetheless require Operator {o shut-in the inlet stream affected by the off-
specification Inlet Substances in a manner, which will minimise flaring and Josses. The Operator
shall immediately notify the Owners of the affected fnlet Substances that the inlet stream has been

shut-in.

An Owner may request that the acceptance or refusal of off-specification Inlet Substances be refarred to
the Operating Committee for a decision.
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APPENDIX Vili of EXHIBIT "A" to

Agreement for the Construction, Ownership
and Operation of the
Hooker Gas Gathering System

FACILITY PRODUCT ALLOCATION PROCEDURE

There are no Facility Products to be alloeated.
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APPENDIX IX of EXHIBIT "A" to

Agreement for the Construction, Ownership
and Operation of the
Hooker Gas Gathering System

MEASUREMENT

101. Measurement Equipment

Effluent from each well producing Intet Substances (hereinafier called "Well Effluent”) shall be-
metered. Well Effluent metering (hereinafter called “Well Effluent Meters™) and sampling equipment shall bo
installed by the applicable well owner at its sole cost risk and expense, Well Effluent Meters shall be of a
make and installed in a manner consistent with normal industry practice for proper measurement of Inlet
Substances.

102. Sampling

(a) Operator shall have the right and obligation to sample and measure Inlet Substances being
deiivered to the Functional Unit at any point or points from and including the weil(s) from which the
Inlet Substance(s) is being produced to the Functional Unit. The Inlet Substances shall be sampled
and measured at such times as Operator deems necessary and the samples so taken shail be
analysed, using a method consistent with normal industry practice.

(b) The costs of sampling and analysis for the well(s) hereunder shall be charged to the account of the
well owner;

{c) Notice of sampling at the well(s) shall be given to the well owners by Operator and the well owner
shall have the right to have a representative present at such test. I, after notice, well owner fails to
have a representative present, the results of the test shall nevertheless be considered accurate until
the next test.

103, Atmospheric Pressure

The atmospheric pressure at the point of measurement shall be assumed to be constant at ninety
one point seven (91.7 kPa) kiloPascals,
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APPENDIX X of EXHIBIT “A” to

Agreement for the Construction, Ownership and Operations of the Hooker
Gas Gathering System

INVESTMENT VALUES

101. Initial Estimated Construction As Built Costs

Functional Unit - Cost

(5}
Segment 1-Connemara Lateral ........................ SN 1,619,614
Segment 2- Hooker COMpPressor. .. ....ocoveeeiivinineeeserans 2,055,480
Segment 3-Hooker North Connector ................. 2,153,479
Segment 4- Pipeline Loop ... 1,266,772
Total .............. OO UP P PPRPPR P 7,095,345

Exhibit A, Appendix X, Revision No. 2, Mail Ballot 2005-01, Effective July 2005



101.

102

103.

APPENDIX X| of EXHIBIT "A" to

Agreement for the Construction, Ownership
and Operation of the
Hooker Gas Gathering System

ENLARGEMENT AND NEW CAPITAL

Nofice and Elections

Any Owner wishing to enlarge the Facility shall give naotice to the Operator stating the purpose of the
proposed Enlargement and such other information as the Operator may reasonably require. Pursuant to
Clause 102 of this Appendix, the Operator shall prepare and submit an Enlargement proposal to the
Operating Committes for approval which, subject to each Owner's rights under Clause 103 of this
Appendix, shall consider its compatibility with the existing Facility.

Upon approval by the Operating Committee, the Operator shall issue a notice to each Owner and each
Owner wishing fo participate in the Enlargement (lhe "Paricipating Owner") shall give the Operator
written advice, within thirty (30) Days of receipt of notice, of its capacity nomination in the Enlargement.
No Owner shall be obligated to participate in an Enlargement.

The Participating Owners and the Operator shall promptly consult to determine the design and
constriction of the Enlargement, which shall be approved by unanimous consent of the Participating
Owners. [If the original scope of the Enlargement, as defined in the Enlargement proposal, is revised,
then a new Enlargement proposal shall be Issued to the Operafing Committee. When the final design of
the Enlargement has been approved, the Operator, on behalf of the Parficipating Owners, shall proceed
with tha construction thereof at the sole cost, risk and expense of the Participating Owners in proportion
to each Participating Owner's capacity nomination. The Operator shall carry out the construction with as
little interference as possible In the operation of the Facilities. Should it be necessary to shut-down the
Facilities in order fo fie-in the Enlargement, the time of shut-down and subsequent starf-up shall be
determiried by the Operator who shall give notice to all Gwners. The cost shall be limited to the direct
cost of shut-down and subsequent start-up and shall be borne by the Participating Owners.

Information in the Enlargement Proposal

The Enlargement propesal shall specifically identify the purpose of the Enlargement, the proposed
process, capacity estimates, location of facilities, construction timing, description of how the Enlargement
will be integrated with the existing Facilities and an estimate of Capital and Operafing Costs and any
effect on existing operating conditions.

Adjustment of Facility and Functional Unit Participation, Capacity and Capacity Ownership

(a) Notwithslanding Clause 204(e) of the Opérating Pracedure, unanimous approval of the Owners to
include an Enlargement is required prior to including the Enlargement in this Agreement, such
approval shall not be unreasonably withheld.

(t) Al Owners have the right to participate in new Capital construction to be included as part of Facility.
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104,

(©

(d)

(€)

®

@

Any Facllity or Functional Unit chan.geé and Enlargements that impact the Capacity, may create a
change i the Owriership of the Facility. The change in Fagcility Participation will be based on

existing and additional Capacity added and non-Participating Owners will have thelr Facility
Participation diluted by the additional Capacity added to the Facility.

Notwithstanding other provisions in this Agreemant, a non-Participating Owner in an Enlargement
that will become part of an ‘exjsting Functional Unit shall be entitled to the Gapacity in the enlarged
Functional Unit it would have otherwise been entifled to, had the Enlargement not proceeded.

Any Enlargement shall be restricted or controlled at a particular point on a Functional Unit Inlet if the
Enlargement adversely affects the fiow rate of an existing well connected to a Functional Unit by
more than ten percent (10%). Upon notificationi by an Owner, the Operator shall 1ake corrective
action to ensure that the pre-existing wells connected to a Functional Unit are no longer affected by
more than the said percentage, after one (1) calendar week of stabilized flow. When determining
how much existing well flow rates are affected by an Enlargement, the baseline for calculating the
said affects shall be the stabilized producing rates on pre-existing wells prior to the Enlargement.

Equalization of investments in the enlarged Functional Unit as described in Clause 101 of this
Appendix, shall be conducled by the Operator in the manner approved by the Operating Committee.

Upon completion of the E_n[argemént, in the case of an Enlargement to an existing Functional Unit,
the Functional Unit Participation shall be re-determined based on the total of each Owner's capaoity
in the Enlargement and such Owner's Capacity in the Functional Unit prior fo the Enlargement.

Capacity of Enlarged Functional Unit

(a)

®

(©

Notwithstanding other provisions in this Agreement, the new Capacity for an enlarged Functional
Unit shall reflect Capacity contributed through previous Capital Costs in the Functional Unit and
Capacity contributed through Capital Costs in the Enlargement. Should there be any doubt as to
the change in actual Capacity resulting from the Enlargement, a Capacity test shall be conducted
if:

()  approved by the Operaling Committee, in which case the costs of the Capacity iest shall be
borne by all Cwners in accordance with their Functional Unit Participation;

'(ii) requested by the non-Participating Owners, in which case, if not approved by the Operating
Committee, the costs of the Capacity test shall he borne by the non-Participating Owners;
or

(i) requested by the Participating QOwners, in which case, if not approved by the Operating
Committee, the costs of the Capagcity test shall be borne by the Participating Owners.

if a Capacity test is conducted, subject to Subclause 104 (a) of this Appendix, the actual Capacity
of the Enlargement, as approved by the Operating Committee, shall be retroactive to the earlier
of the first Day of the Month following;

()  the date ¢f approval by the Operating Commitlee to conduct the Capacity test; or

(i  the ddte of request to conduct the Capacity test.

Table | Capacity in Appendix |V shall be revised by the Operator to reflect the Capacities
resulting from the Enlargement.
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105.

1086.

107.

108.

Participating Owners' Rights

The provisions of the Operating Procedure relating to the rights, duties, [liabifities and obligations of the
Operator and the Owners shall apply with such modifications as the context may require among the
Participating Owners with respect to the construction and start-up of the Enlargement.

Noen-Participating Owners' Rights

The non-Participating Owners shall not bear any portion of the Capital Costs of an Enlargement. If a new
Functional Unit is added or additional Capacity is created and the non-Participating Owners use this
Functional Unit or additional Capacity, non-Participating Owners in an Enlargemént shail be subject to a
Capacity usage foe provided for under Clause 102(c) of the Appendix titled “CAPACITY USAGE AND
FEES".

Liability during Construction of Enlargement

The Participating Owners in an Enlargement shall indemnify the non-Participating Owners against all
direct costs and liabilities associated with construction and start-up of the Enlargement and agree to be
liable for any damage caused to the existing Facility as a result of construction and start-up of the
Enlargement. The Pariicipating Owners shall not be responsible for loss of profits or production of the
non-Participating Owners due to a shut-down of the Facilities to tie-in the Enfargement.

Pipelines, Extensjons and Compression Facilities

(a8 Well pipelines, extensions and connected compression will be excluded from this Agreement unless
all Owners consent to include them. All Owners will be notified by the Operator of any connections
to be made to the Facllities as socon as the Operator is aware of the potential for a connection.
Owners wishing to participate in an extension or connection will be required to respand within 15
Days of the notification to the Owner proposing the exiension.

(b) All Owners wil] have the right to participate in “major” extensions and connections to the Facility.
Major extensions will be defined as greater than 3 miles of 4 inch line, any length of 6 inch line or
any pipeline connected to the Facility that services more than one well. The facility interest for the
said extensions or connections is o be negotiated.

{(c) Production through new pipelines, extensions and compression connected at a particular point on a
Functional Unit Inlet, but not part of this Agreement, will be restricted or controlled if the said
production has a cumulative negative impact of ten (10) percent or more on the flow rate of pre-
existing wells connected to a Functional Unit. Upon notification by an Owner, the Operator shall
take corrective action to ensure that the pre-existing wells connected to a Functional Unit arg no
longer affected by more than the said percentage, after cne (1) calendar week of stabilized flow.
When determining how much existing well flow rates are affected by the said changes contained
hereln, the baseline for calculating the said affects shall be the stabilized producing rates on pre-
existing wells prior to the production being tied in at a specific poinl on a Functional Unit Infet. For
clarity new pipelines, extensions and compression tied in to a specific point on a Functional Unit Inlet
shall not have a cumulative affect of greater than ten percent (10%) on existing wells connected to a
Functional Unit. The above condition on restricting or condrolling new pipelines, extensions and
compression shall only be enforceable when the offending Functional Unit Owner exceeds its
Capacity Ownership in a Functional Unit.
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101,

102,

103.

APPENDIX XIlI of EXHIBIT "A" to

Agreement for the Construction, Ownership
and Operation of the
Hooker Gas Gathering System

DISPUTE RESOLUTION

Definitions

In this Appendix, in addition to all terms herein before defined, the foliowing words and phrases
shall have the foliowing meaning namely:

"Dispute" means any dispute or confroversy amongst any of the Owners and/or any of the
Owner(s) and Operator concerning any matter arising out of this Agreement; except that any
matter which is within the powers of the Operating Committee and which has been voled on by
the Owners pursuant to Article Il of the Operating Procedure shall be deemed to be a matter not
in dispute.

Disputes Initially Referred To Mediation

The Owners will attempt to resolve any Dispute through consuitation and negotiation in good faith. If
those attempts fail, an Owner may, by nolice to the other Owners at any time during those
negotiations, request the other Owners to altempt to resolve that Dispute through mediation,
including with that notice sufficient detail to enable the other Owners to understand the issues that
remain in dispute. The Owners will attempt to agree on the selection of a mediator within ten (10)
Days of receipt of that notice, unless an Owner gives notice to the other Owners within that period
that it is not prepared to proceed with mediation respecting that Dispute. If the Owners are
proceeding with a mediation and are unable to select a mediator within that period, any Owner may
deliver a written request to the Canadian Foundation for Dispute Resolution to select, within two (2)
husiness Days of the receipt of that request, a mediator qualified by education and experience to
resolve that Dispute, and the Owners agree that the person so selected will be the mediator for the
Dispute. Unless otherwise unanimously agreed, the Owners will commence a mediation within
twenty (20) Days of thé sélection of the mediator. The mediation will centinue until the Dispute is
resolved, or an Owner serves notice to the other Owners that it wishes to terminate the mediation,
or the mediator makes a writien determination that the Dispute cannol be resolved through
mediation, or sixty (60) Days pass after the receipt of the original notice, whichever oceurs first. All
Owners which participate in or are affected by the mediation will each bear their own costs
associated with a mediation, but will share the comimon costs of a mediaticn based on their Facility
Participation, including, without limitation, the cost of the mediator.

Arbitration Proceedings

Unless a Dispute has otherwise been resolved, any dispute described in Alternate _B__ below
shali be submitted o binding _X__ / non-binding arbitration in agcordance with the provisions of
this section:
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ALTERNATE A. Any Dispute which the Agreement specifically provides to be resolved by
arbitration; aor

ALTERNATE B. Any Dispute,
Any such arbitration and any other arbitration the Owners agree to conduct hereunder will be
conducted under the Commercial Arbitration Rules of The Canadian Foundation for Dispute

Resolution,

104. Location of and Representation at Mediation and Arbitration

The place for mediation and arbitration shall be Calgary, Alberta. Any Owner may have another
Owner, provided that other Owner agrees to same in writing, represent their interests in the dispute
resolution.

105. Interim Relief

All limitation periods respecting the commencement of an action will be stayed during the period that
the Owners are attempting to resolve a Dispute under Clauses 102 and 103 of this Appendix. An
Owner may, at any time it believes is necessary to protect its interest, seek interim or provisional
relief, in the form of a termporary restraining order, preliminary injunction or other interim equitable
relief concerning a dispute under this Agreement, notwithstanding anything to the contrary in this
Appendix.
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APPENDIX Xlll of EXHIBIT "A" to

Agreement for the Construction, Ownership
and Operation of the
Hooker Gas Gathering System

WELLS

16-19-016-29W4
10-20-016-29W4
07-29-016-29W4
15-20-016-29W4
10-33-016-29W4
06-04-017-29W4
16-01-017-29W4
04-09-017-29W4
09-05-017-29W4
02-20-017-29W4
13-22-016-29W4
12-32-016-29W4
14-24-016-01W5
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APPENDIX XIV of EXHIBIT "A" to

Agreement for the Construction, Ownership
and Operation of the
Hooker Gas Gathering System

ENVIRONMENTAL MATTERS

This Environmental Matters Appendix shall become effective pursuant to the provisions of Clause 211 of the
Operating Procedure. Any decisions to be made by the Operating Committee pursuant to this Appendix XIV shall
be made in accordance with Clause 204 {(e) of the Operating Procedure.

Audit Provisions

10t.  The initial environmental audit may be conducted at any time following the effective date of this
Agreement, but no later than two (2) years following the effective date of this Agreement, in accordance

with Clause 103 hereof,

102.  Subsequent environmental audits shall be conducted at a maximum five (5) year intervals in accordance
with Clause 103 herein unless otherwise determined by the Operating Committee.

103.  An environmental audit relating to the Joint Operations hereunder shall be conducted by:

)] a competent internal or third party environmental auditor chosen by the Operator and approved
by the Operating Commiittee. Prior to execution of the audit the Operating Committee shall
approve the "Terms of Reference" thal define the type of environmental audit ta be done and the
standards to be included in the assessmient and that include, but are not necessarily limited to,
the scope of work, the name(s) of the firm or representative who will conduct the work, the
schedule and the estimated cost, including rates of remuneration and expenses. The costs of
such audit shall be borne by all Owners at their Facility Participations. Deficiencies disclosed by
such audit shall be dealt with by the Operator in accordance with Clause 104 hereof:

and/or

{in a competent internal or third party environmental auditor chosen by an Owner or Owners, who
shall give reasonable written natice to Operator and the other Owners of the intention to conduct
an environmental audit, which Owner or Owners shall bear the total cost and risk thereof.
Deficiencies identified by such audit and disclosed to the Operator and other Owners shall be
dealt with by the Operator in accordance with Clause 104 hereof: or

@iy both.

104.  The Operater shall expedite consideration of the findings of the environmental audit referred to in Clause
103 hereof and within twenly six (26) weeks of receipt of the environméntal aldit report, shall present for
approval of the Operating Commiitiee a plan for resolution or remediation of any identified deficiencies. A
deficiency that is a violation of the Regulations shall be remedied as quickly as possible. Within three
(3) Months of the completion date of deficiency remediation specified in the Operator's plan, Operator wifl
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105,

106.

provide the Owners with a detailed report on such remédiation. /If the deficiencies have not been
coirected adequately or in a timely manner, the Operating Committee may authorise any other Ownter or
Owners to complete such deficiency remediation at the expense of the Joint Account and such Owner 6r
Owners shall be subrogated to the Operator's rights pursuant to Article VI of the Operating Procedure.

Environmental audit reports and communications relative to environmental issues as referenced in
Clause 103 shall not be disclosed to any party who is not an Owner without the express consent of all the
Owners, unless required by the Regulations or court order.

Each environmental audit shall be conducted so as to cause a minimum of inconvenience to Operator. If
two (2) or more Owners desire to conduct audits, such Owners shiall make every reasonable effort to
conduct joint or simultaneous audits.
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(b)

(c)

[

(a)

(b)

AO83

CONFIDENTIALITY AGREEMENT

BETWEEN Operator (Compton Petroleurn Corporation), and the Audit Chair ( Imperial Qi}
Limited for and an behalf of ExxonMobil Canada Energy).

WHEREAS the Audit Chair is initerested in auditing the records of the Operator relating to
certain properties, facilities, and agreements as described on Schedule "A" (the "Properties") that may
require the disclosure of certain Confidential Information of the Operator.

AND WHEREAS the Audit Chair and the Operator wish to enter into this Agreement regarding
such disclosure and the Audit Chair treaiment and use of the Confidential Information.

NOW THEREFORE, as consideration for the Operator furnishing Confidential Information fo
the Audit Chair, the Audit Chair agrees as follows;

Definitions
In this Agreement:

“Confidential Information” means information which-is proprietary to Operator and which is
provided to the Audit Chair during the audit, whether factual or interpretive, including the books,
accounts and records of Operator to the extent necessary to verify the accuracy of any statement,
charge or computatiofi or demand made in connection with the Properties but excludes any
information which is Non-Confidential Information,

“Non-Confidential Information” means information that (i) is or becomes generally available to
the public other than as a result of a diselosure in violation of this Agreement; (ii} is or becomes
available to the Audit Chair on a non-confidential basis from a sgurce other than the Operator, (iii)
was already known to the Audit Chair at the time of disclosure as shown by the Audit Chair's
records; (iv) was independently developed by the Audit Chair prior to disclosure of any
Confidential Information to the Audit Chair; and (v) any information, technology, know how, land,
well or production records that is jointly owned by the Audit Chair with the Operator;

“Permitted Representatives” means the Audit Chair or any of their affiliates and their respective
directors, officers, employees, legal counsel, accountants, financial advisors, other consultants and
professional advisars who need to know such information for the purpose of assisting or advising the
Audit Chair in evaluating the Confidential Informatjon for the purposes of the audit.

Use of Confidential Information
The Audit Chair hereby agrees, for the Term of this Agreement:

not to use or allow the use of any of the Confidential Information for any purpose other than the
audit,

not to disclose or allow disclosure to others of any of the Confidential Information.



A2

(8)

(b)

(c)

(d)

Permiited Representatives
The Audit Chair will:

advise the Operator of the names of the Permitted Representatives who will be conducting the audit
on behalf of the Audit Chair; -

inform all Permitted Representatives of the restrictions on the use and disclosure of the
Confidential Information set forth in this Agreement;

direct all Permitied Representative to keep the Confidential Information in the strictest confidence
and to use such information only for the purpose of assisting or advising the Audit Chair in
evaluating the audit; and

be responsible for the use or disclosure by any Permitted Representative of the Confidential
Information for purposes other than the audit or for the failure of any Permitted Representative to
comply with any provision of this Agreement.

Disclosure Pursuant te Legal Requirements

Notwithstanding anything to the contrary contained in this Agreement, nothing in this

Agreement will prectude the Audit Chair from disclosing Confidential Information if, and only to
the extent, required by applicable law or by an order of a competent judicial, legislative or regulatory
body or authority. If an Audit Chair is required to make such disclosure jt will notify the Operator of
the requirement to make such disclosure so that the Operator may have the opportunity to seek an
appropriate protective order or to take other legal action it deems necessary (o preserve the
confidentiality of the Confidential Information and will take all necessary steps (after consultation
with the Operator and at the Operator”s request and expense) to preserve the Confidential
Information, including requesting that the Confidential Information not be released to third parties or
the public and disclosing only that part of the Confidential Information that, in the opinion of its
counsel, itis legally compelied to disclose; and it will provide the Operator with as much prior

‘notice as is reasonably possible of the fact and proposed content of any permitted disclosure and will

co-operate in ensuring consistency in disclosure and communication,

Term

Unless otherwise agreed to by the parties, in writing, this Agreement will remain in full force and
effect unti! the earlier of (a) all audit queries to which such Confidential Information relates have
been resolved or (b) five (5) years from the date of disclosure of the Confidential Information.

Remedy

The Audit Chair acknowledpges and agrees that irreparable damage to the Operator may occur inthe
event that it breaches a provision of this Agreement and that monetary damages may not be a
sufficient remedy for a breach by the Audit Chair and /or the Permitted Representative of this
Agreement. Accordingly, the Audit Chair agrees that, in addition to any other remedy to which the
Operator may be entitled at law or in equity, the Operator will be entitled to injunctive relief to
prévent breaches of the provisions of this Agreement and to enforce specifically the terms and
provisions heréof in any court of competent jurisdiction. The Audit Chair will identify the Operator
for any and all damages, costs and expenses, including legal expenses, suffered or incurred by the



Operator directly or indirect]y as a result of the enforcement by the Operator-of this Agreement or a
. breach of the cavenanis and obligations contained herein or both,

7. Exclusivity

During the term of this Agreement, the Operator shall deal exclusively with the Audit Chair in
respect of the audit and shall not, directly or indirectly, negotiate with any person for a transaction or
arrangement that involves all or any portion of the sub-matter, direcily or indirectly, of the audit.

8. General

No failure or delay by the Operator in exercising any right, power or privilege under this Agreement
will operate as a waiver thereof: nor will any single or partial exercise thereof preciude any other or
further exercise thereof or the exercise of any right, power or privilege under this Agreement. This
Agreement will be governed by and construed in accordance with the laws of Alberta and supersedes
all prior agreements and understandings between the parties with respect to the subject matter

hereof,

9. Binding on Successors

This Apreement is not assignable by either party without the consent of the other, which consent
shall not be urreasonably withheld. This Agreement will be binding upon the respective successors

of the parties.

. j.f”ff

/J;s,re’d Snyder ' g _
V/'Compton Petrgltiim Corporation

04/ 05710

Acknowledged and agreedtothis__ £ dayof _ A4 .M?/ A LA {_‘ -, 2010,

Imperial Ol Limited
for and on behalf of ExxonMobil Canada Energy

WO LNY _ . N P
Per: U““::“*_._-;& S v

Name: Erna ). Baots
T Cenventongl JoI Imorest Mg

Title:




Confidentially Agreement

&gh River Area Audit

Scheduie "A"

Properties:
Properties, facilities, and agreements in the High River area (including Hooker, Mazeppa) in the province of
Alberta in which ExxonMobil Canada Energy has an interest.
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Agreement for the .
Construction, Ownership and Operation of the
South East Hooker Gathering System

HEAD DOCUMENT

This Agreement is dated as of the first day of June 1, 2003.



WHEREAS the Owners desire to enter into an agreement to provida for the construction,
ownership and operation of the Facility to compress and transport Inlet Substances to a gas processing
plant, '

Owners hereby agree as follows;

ARTICLE |

INTERPRETATION
101,  Definitions

All capitalized terms used herein shall have the meaning assigned in the Operating Procedure -
and, in addition, the following words and phrases shall have the following respective meanings, namely:

{(a) "Effective Date” means June 1, 2003; and
{b) "Owner's Substances” means an Owner's working interest or royalty interest share of -

production from any well connected to the Facility that meets the specifications set out in
the Appendix fited "SPECIFICATIONS OF INLET SUBSTANCES AND FACILITY
PRODUCTS" ‘

102. Headings

The headings of the Articles and Clauses of this Agreement have been insarted for convenience
of reference only and shall not affect the interpretation hereof.

103. References

Unless otherwise expressly stated the words "hereinbefore”, "hereinafter”, "hereunder”, "herein”,
and "hersof" in the Head Document refer to the provisions of this Head Document and references to
Articles, Clauses, Suhclauses or Paragraphs in the Head Document refer to Arlicles, Clauses, Subclauses
or Paragraphs of this Head Document.

rs

104. Conflicts

If any provision contained in this Head Document conflicts with a provision contained in Exhibit
"A", the provision in the Head Document shall prevail. If any provision contained in an Appendix canflicts
with a provision contained in the Operating Procedure, the provision in the Operating Procedure shall
prevail, except when using a defined term in the Appendix titled “ACCOUNTING PROCEDURE", in which
case the meaning assigned to that term in the Appendix titled "ACCOUNTING PROCEDURE" shall pravail
for the purposes of the Appendix titled “ACCOUNTING PROCEDURE". If there is a conflict between any
provision in this Agreement and the Regulations, the Regulations shall govern, except that the allecation
of responsibility for losses as provided herein (including, without restricting the generality of the foregoing,
Article V of the Operating Procedure) shall govern the relationship of the Owners. [f there is a conflict as
provided above, the Head Dacument, the Operating Procedure or the Appendix, as the case may be, shall
be rnodified accordingly to the extent necessary to resoive such conflict and, as so modified, shall
continue in full force and sffect.




ARTICLE Il

EXHIBIT "A"
201.  Exhibit "A"

Exhibit "A", being the Operating Procedure and a series of Appendices, which sets forth certain
business and technical matters relating to Joint Operations, is attached hereto and forms part of this
Agreement. Only the following Appendices, as indicated below, are part of this Agreement:

FORMS PART OF THIS
AGREEMENT AS
APPENDIX NO.. '

(@  "FACILITY AND FUNGTIONAL UNIT PARTICIPATION™
which describes the Facilities which are subject o this Agreement |
and the ownership each Owner has in such Facility;

{b) “"HESCRIPTION OF FACILITY AND FUNCTIONAL UNITS,
MAP AND SCHEMATIC"
which provides the descriptions which are necessary to identify !
the location of the Fadility, the Functional Units and may also
include schematic diagrams and maps related to the Facilities;

(c) "ACCOUNTING PROCEDURE"
which describes the costs and related credits the Operator is
allowed to bill the Owners, which, in respect to Joint Operations
conducted hereunder, the Operator has incurred on behalf of the I\l
Owners and certain other rights, obligations and limitations
related to the Joint Account;

{d) *STRUCTURE AND SHARING OF THE JOINT ACCOUNT"
which describes the structure of the Joint Account and sets forth
the basis of sharing costs among the Owners and distributing fee v
income among the Owners;

(e) "CAPACITY USAGE"
which describes, pursuant to Clause 604; nominal capacities, the
priority to use capacity and the fees related to excess capacity A
usage by Owners and non-Owners;

(] "INSURANCE" ‘
which describes; the types, limits, responsibilities for carrying and
similar insurance managerment matters pertaining to the Facilities Vi
and Joint Operations;

{g) "SPEGIFIGATIONS OF INLET SUBSTANCES
AND FACILITY PRODUCTS"
which describes the specifications of Inlet Substances and Facility Vi
Products;

(1) “EACILITY PRODUCT ALLOCATION PROCEDURE"
which, subject to Articles Vil and VIl of the Operating Procedure,
describes the procedurs for allocating Factlity Products; V_lll



(M

0

(k)

)

(m)

{n)

(0)

202.

"MEASUREMENT"
which, subject to Aricle Vil of the Operating Procedure, describes
the procedures and responsibilities for measurement where such

procedures and responsibilities are specific to measuring Inlet X

Substances, components of Iniet Substances and Facility

Products within the respective Functiona! Unit, at the Functional

Unit Inlet and at the Functional Unit Outlet;

"INVESTMENT VALUES" .

which is a record of historical Facility Capital Costs borne hy the X

Owners;

"ENLARGEMENT"

which describes the terms and conditions by which the Owners

agree to have Operator proceed with an Enlargement, including X1

the terms and conditions of Owner's participation;

"DISPUTE RESOLUTION"

which describes the dispute resolution and arbitration processes X1l

to be followed by the Owners;

IIWELLSIS

which is a list of Wells which are served by the Facility; NO

"ENVIRONMENTAL MATTERS"

which sets out the rights of the Owners and the responsibility of

Operator to identify, report and react to environmental matters; X

and

OTHER. ]
NO

Amendment of Operating Procedure and Appendices

(a)

(b)

()

{d)

Subject to Subclause 202(c) hereto, and Subclause 204(h) of the Operating Procedure,
the Operating Procedure and the Appendices may only be revised, amended or replaced
by the unanimous agreement of the Qwners.

An affirmative vote of Owners having a combined Facility Participation of one hundred
percent (100%) and conducted in accordance with Clause 204 of the Operating
Procedure, excepting thereout Subclause 204(b) therein, shall be deemed to constitute
unanimous agreement between all of the Owners and gach Owner, whether such Owner
voted or was deemed to have voted, shall be bound thereby.

The operation of this Clause shall not restrict the Operator from revising Appendices as
provided for under this Agreement, and when required, to aceurately reflect routine
consequential changes, such as Facility Participations and amalgamations.

Operator shall provide each Owner with cne copy of any revision, amendment or
replacement in a timely manner.



ARTICLE It

PURPOSE OF THIS AGREEMENT AND THE FACILITY

301. Agreement Purpose

The purpase of this Agreement is to document the terms of ownership of the Facillty and the
alfocation of Facility costs, provide terms for the censtruction and operation of the Facility and set out the
basls upon which a share of the Facility Products shall be allocated and distributed to each Person
delivering Inlet Substances to the Facility Inlet.

302. Faciiity Purpose

The purpose of the Facility is to compress and gather Inlet Substances for delivery to a gas,

processing pliant.

ARTICLE IV

BASIS OF PARTICIPATION

401.  Initial Participation

The Ownars of the Facility agree that Facility Participation as of the Effective Date is based on the
estimated invesiment value. '

402, Investment Valuas

Investment value as of the Effective Date shall be expressed in dollars and calculated by
Operator. The investment value for the Facility is $1,034,051.

403. Future Participation

The hasis of p?rticipation in an Enlargement of the Facility or any Functional Unit shall be
determined pursuant to Exhibit "A”, under the Appendix titied "ENLARGEMENT".

ARTICLE V

COMMITMENT TO DELIVER TO THE FACILITY

501. Commitment to Deliver to the Facility

(a) Alternate D_immediately below shall apply:
ALTERNATE A. Owner's Substances are hereby dedicated to the Facillly.
ALTERNATE B. Owner's Substances produced from the wells listed under the

Appendix titled “WELLS" are hereby dedicated to the Facility.

ALTERNATE C. Owner's Substances produced from the '_ ‘ zone in
the wells listed under the Appendix tited "WELLS" are hereby
dedicated to the Facllity, :



(b)

ARTICLE VI

ALTERNATED. The Owners agree that there is no commitment to deliver
Owner's Substances to the Facllity,

ALTERNATEE. [Other]

Subject to the provisions of this Agreement, and unless excused by the Operating
Committee or otherwise precluded from delivery under the Regulations, each Owner shall
only be committed to deliver or cause to be delivered in accordance with alternate A, B, C
or E of Clause 501(a) all of its Owner's Substances, up o Allemate N/A immediately
below:

ALTERNATE A. such Owner's share of Functional Unit Capacity,
ALTERNATE B. the overall available surplus Functional Unit Capacity in the
Facility, }

and the Operator shall accept all Owner's Substances if delivered within the specifications
as set out in the Appendix tiled "SPECIFICATIONS OF INLET SUBSTANCES AND
FACILITY PROCDUCTS",

OPERATIONS AND OPERATORSHIP

g601. Initial Qperator

The Owners hereby designate Compton Peltroleum as the initial Operator and Compton
Petroleum accepts such designation. '

602. Construction and Operation of the Facility

The Facility shall be constructed and operated according to the terms of this Agreement.

603. Ownership )

Each Owner shall own an undivided percentage interest in each Functional Unit equal to its
Functional Unit Participation. Operator shall hold such interests in trust for the Owners sublect fo the
provisions of this Agreement.

604. Capacity

(a)

Each Owner shall have the right to use its Capacity Ownership o compress and
transport: (i) lts Owner's Substances and (i) outside Substances produced from a well
jointly owned with the Owner in an unavoidably commingled stream. The Capacity and
terms and conditions related to the use of Capacity shall be as set forth in the Appendix
tittled "CAPAGITY USAGE".

The Facility is designed for and Is deemed to have an initial Capacity as set out in
Appendix V, Table 1 to process Inlet Substances meefing the specifications initially set
forth in the Appendix titled "SPECIFICATIONS OF INLET SUBSTANCES AND FACILITY
PRODUCTS". The foregoing capacity may be redetermined under this Agreement and set
farth in the Appendix titled "CAPACITY USAGE",



ARTICLE VIl

EFFECTIVE DATE
701,  Effective Date
“Alternate A immediately below shall apply:
ALTERNATEA.  This Agreement shall be effective on the Effective Date.

ALTERNATE B. This Agreement shall be effective on the Effective Date if on or before
, 200_ Owners having Faciiity Participations totalling one
hundred percent (100%), as set forth In Exhibit "A", under the Appendix
tiled “FACILITY AND FUNCTIONAL UNIT PARTICIPATION', have
executed and delivered to the Operator one (1) counterpart of this
Agreement. The Operator shall promptly notify all Owners of the
Effective Date. If an Effective Date Is not established by the first day of
, 200_, this Agreement shall become null and void and cease ta
bind any persen having executed same, unless the representatives of
those proposed Owners who have then executed and delivered -
counterparts unanimously agree to extend the time.

ALTERNATE C. [Other]

ARTICLE VI

PRIOR COMMITMENTS

801. Prior Commitmenis

The Owners hereby acknowledge that prior ta the execution of this Agreement, Operator may
have contracted with various parties for the design and construction of the Facility. Subject o Clause 802,
the Owners hereby acknowledge that any commitments, expenditures, covenants, obligations, duties,
responsibilities, rights and agreements of Operator made, arising or incurred as a result thereof have been
made, incurred ar performed by the Operator on behalf of the Owners and the Owners hereby ratify and
confirm the same -and agree to be respansible for them in agcordance with each Owner's Facility
Participation or Functional Unit Participation, as the case may be, except to the extent that they arise from
the Gross Negligence of the Operator. ' '

B02.  Existing Conditions

Alternate(s) C immediately below shall apply:

ALTERNATE A. Conditions existing prior to and excluded from the operation of Glause
801 which are not the responsibility of the Owners are specifically
described herein as {ollows:

ALTERNATE B. Specific conditions existing prior to and included In the operation of
Clause 801 which shall be the responsibiity of the Qwners are
specifically described herein as follows:

ALTERNATE C. There are no existing conditions,



ARTICLE IX

OPERATING AND ACCOUNTING PROCEDURES

901.  Operating Procedure

The Operating Procedure is the Operating Procedure contained in the 1999 PJVA Model
Construction, Ownership and Operating Agreement and has not been modified except as specifically
noted in Exhibit "A".

902. Accounting Procedure

The Accounting Procedure is the 1996 PASC Accounting Procedure and has not been modified
except as specifically noted in the Appéendix titled "Accounting Procedure”.

903. Prevailing Provisions

In the event that modifications are made {o either the Operating Procedure or the Actounting
Procedure and such madifications are not appropriately noted pursuant to Clauses 901 and 902 then the
applicable provisions in the standard Operating Procedure and Accounting Procedure named in Ciauses -
901 and 902 are deemed to prevail.

ARTICLE X

NO AMENDMENT EXCEPT IN WRITING

1001. No Amendment Except in Writing

No amendment or variation of the provisions of this Head Document shali be binding upon any
Owner unless and until it is evidenced In writing and executed by each of the Owners.

ARTICLE XI

AGREEMENT EXECUTION

1101. Execution in Counterpart

This Agreement may be executed in as many counterparts -as are necassary and all executed '
counterparts shall constitute ons Agreement.

The Operator shall promptly supply each Owner with copies of a full set of counterpart execution
pages.




IN WITNESS WHEREOF the Owners have exécuted this Agreement each on the date shown
above its execution hereof.

DATE: O (QS chor 28, 203

OWNER: ExxonMobil Fanada Enerqy
g /-
PER: . /@W;)L
NAME: R-P.\(Rob) Lesage '
TITLE: Joint Venture Manager
PER:
. NAME:
TITLE:

ADDRESS FOR SERVICE:

Fax No.:
E-mail:
This is the Execution Page of the Agfeement for the
Construction, Qwnership and Operation of the
. South East Hooker Gathering System



IN WITNESS WHEREOQF the Owners have executed this Agreement each on the date shown

above its execution hereof.

DATE: 0(%0 W é&f, 203

i Ener

OWNER: ExxonMobil Canada Energy
(Company Name)

PER: /\ //ZM'?L
NAME: | RY. (fob) Lesage ©
THLE: — JoiniVertureManager
PER:
‘NAME:
TITLE:

ADDRESS FOR SERVICE:

Fax Na.:

E~-mail:

This is the Execution Page of the Agreement for the
Construction, Ownership and Operation of the
South East Hooker Gathering System

EXXONMOBIL
PROD T
CONTR el

TAX. .

TRE& - g
AUDIT -
LAW L.
EXXONMOBIL
COPY




‘ IN WITNESS WHEREOF the Owners have executed this Agreement each on the date shown above

its execution hereof.

DATE:

OWNER:

PER:
NAME:
TITLE:

. PER:

NAME:
TITLE:

November 28, 2013

Compton Resource Partnership

Floyd Krukoff

Vice President, Engineering

S e

Gord Harvey

Manager, Joint Ventures

ADDRESS FOR SERVICE:

Fax No.:

E-mail:

400, 1035 — 7"" Avenue SE

Calgary, Alberta

I2P 3E9

{403) 205-8234

GHarvey@comptonpetroleum.com

This is the Execution Page of the Agreement for the
Construction, Ownership and Operation of the
South East Hooker Gathering System
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IN WITNESS WHERECF the Owners have executed this Agreement each on the date shown
above its execution hereof.

DATE: f\/ﬂ:ﬂ:‘ﬂﬂﬁfﬁ 5 200 3
OWNER: oy y 7o /9 QoL LV 7]
- {Company Name)
PER: % / Q
| NAME: @177 %&ﬂjsﬁe P
TITLE: <
PER:
. NAME:
TITLE:
ADDRESS FOR SERVICE:

Con# rou éw&gz £ ]

Soim 3300 Y25 /57 Syeser SW-

ChLgned ﬂzﬁ’r?'?ﬁ 72 35L&
FaxNo:  (403) 32 ~F H/0

E-mail:

This is the Execution Page of the Agreement for the
Construction, Ownership and Operation of the
. South East Hooker Gathering System



IN WITNESS WHEREOF the Owners have executed this Agreement each on the date shown
above its execution hereof. - .

DATE: Oc_—-a ler 2.1 /o'.s
OWNER: qufo-ﬂ-v‘f' E‘;L:P/'aru_‘{’-l-an L.(_a&

{(Company Name)

(i;;</lﬁff“\ |
NAME: W ﬂt)‘f-’ -
TITLE: . g@ 74 é P,t@f,.ﬁ/ oL T

/) /L -
. A
NAME: b 2. p(//‘,ag
TITLE: Mmj.u,“?;:& Veder e,

ADDRESS FOR SERVICE:

ﬁSpr'} E’\.LF‘/CV&‘IL S L“IL,,{
Qurte 900 ot -4 Chuef SV
Cl-'ﬂé-iq' /‘)(éarcL TP T

FaxNo.. C4°3J 213 3710

E-mail: c&r’{al( ,J‘Ps @ ctee . Ca

This is the Execution Page of the Agreement for the
Construction, Ownership and Operation of the
South East Hooker Gathering System



EXHIBIT "A" to

AGREEMENT FOR THE
CONSTRUCTION, OWNERSHIP AND OPERATION OF THE
SOUTH EAST HOOKER GATHERING SYSTEM

- 1999 OPERATING PROCEDURE

Petroleum Joint Venture Association
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EXHIBIT "A”" to
AGREEMENT FOR THE

CONSTRUCTION, OWNERSHIP AND OPERATION OF THE
SOUTH EAST HOOKER GATHERING SYSTEM

Elections and Modifications to the 1999 Operating Procedure

(a) The following clauses of the Operating Procedure include the following elections, alternates, options or values:

101(j) Enlargement: one hundred thousand dollars ($100,000.00)

204 Voting Procedures:

) Negative Vote: saventy-five percent (75%); seventy-five percent (75%)
(e)() General Vote; two (2) or more Owners; sixty-five percent {(65%)
(e)(ii) General Vote: two (2) or more Qwners; sixty-five (65%)

. (e)il) General Vote: two (2) or more Owners; sixty-five percent (65%)
i) Removal of Operator: fwo (2) or more Owners; ninety-five percent (gé%)
(i)  Removal of Operator: sixty-five percent (65%)
{9) Replacement of Operator: two (2) or more Owners; sixty-five percent (65%)

(h)(i) Amendment of Appendices: Appendices Il 1 VI; Vit; VIIE 1X; X; XI; XIH and X!l two {2) or more Owners;
sixty-five percent (65%})

(h)il) Amendment of Appéndices: Appendices IV and V

) Amendment of Appendices: iwo (2) or more Owners; ninety-five percenf (95%)
(2) Amendment of Appendices: two {2} or more Owners; hinety-five percent {95%)
3) Amendment of Appendices: two (2) or more Owners; ninety-five percent (95%)

(i) Termination: two (2) or more Owners; ninety-five percent {95%)

BO2(b)if) Set-off:  Alternate A

Exhihit "A", Operating Procedure, No. -, Revision ., Correclion , Mail Ballot No. , Effective




& Distribution of Proceeds: Alternate A

(Complete one only of the following for the Alternate chosen for 805 ahove).
A: three (3%)
Bi___ (8 Jdmm%__ (5 noPmd; B__M
c: 6_) '

201 Disposal of Interest:  Alternate C

902 Unrestricted Disposal:
(d) shall X/ shall not ___apply
(e shall __ /shall not _X_apply

1108  Siatute of Limitations: See Operating Procedure modiflcations below.

{b) The Operating Procedure is modifled as follows:

(i) the page numbers in the Table of Contents has been amended to cordorm to the actual page
numbers of the attached Operating Procedure;
(i) the blanks throughout the agreement have been filled in as per the above chosen Elections and
Modifications.
(i) the Appendices described in the Table of Cantents have been amended to reflect the actual
. appendices attached to the Exhibit “A";
(iv) Clause 101 (b) amended to be the same as the 1993 CAPL Assignment Procedure;

) Clause 102 (b) the words "or partnership” has been added in line 2 after the word "politic™;

(vi) Clause 303 the word "shall® has been inserted between the words "Operator be™,

{vii) Subclausa 304(c) of the Operating Procedure has been amended;

(vili)  Articles 501 {a} and (b) of the Operating Procedure has been amended by inserting one of these
two phrases, "and their respective directors” or "or their respective directors" after the word
"Affiliates"; also the words "consultants” and "contractors” have been removed from these

clauses.
(ix) Articles 504 and 505 have been revised:
(x) Clause 1107, line 2 of the Operating Procedure has been changed by inserting the "exclusive"

prior to the word "jurisdiction";

(xi) Clause 1109 has been amended to the industry standard;
Clause 1113 has three typos corrected. Lines 2 and 4 have the word "form” corrected to the word
"from" and the words "iter alia” has heen corrected to "inter alia™

{xii}  Clause 1119, "Restrictions” has been added to the Operating Procedure to reftect ExxonMebil's
Drug and Alcoho! Policy; and

(xiif)  the blanks have been filled in throughout the agreement.

(c) If any provision contained in the Operating Procedure conflicts with a provision containsd in this Elections and
Modifications Form, the provision in the Elections and Madifications Form shall prevail.

Exhibit "A”, Operating Procedure, Na. . Révisicn , Carrectlon . Mail Ballot Na. , Effective
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EXHIBIT "A" to
Agreement for ihe
Construction, Ownership and Operation of the
South East Hooker Gathering System

1999 PJVA OPERATING PROCEDURE

ARTICLE |

INTERPRETATION
101.  Definitions

All capitalized terms used herein shall have the meaning assigned in the Head Document and the Accounting
Procedurs, and, in addition, the following words and phrases shall have the following respective meanings, namely:

{(a) ‘Accounting Procedure” means the Appendix titted "ACCOUNTING PROCEDURE";

(b) “Affiliate" means a corporation or parinership that is affitiated with the party for which the expression is
being applied, and, for the purpose of this definition:
i) a corporation or partnership is affiliated with another corporation or partnership if it directly or
indirectly controls or is controlled by that other corporation or partnership, and for the purpose of
. determining whether a corporation or partnership so controls or is so controlled, it shall be
deemed that:
A, a corporation Is directly controlled by another corporation or parinership if shares of the

corporation to which are attached more than Fifty percent (50%) of the votes that may be
cast to elect directors of the corporation are beneficially owned by that other corporation
or partnership and the voies attached to those shares are suificient, if exercised, to elect
a majority of the directors of the corporation;

B, a partnership is directly controlled by a corporation or another partnership if that
corperation or other partnership heneficially ewns more than Fifty percent (50%) interest
in the partnership; and

C. a corporation or parinership is indirectly controlled by another corporation or parinership if
control, as defined in A. or B. above, as the case may be, is exercised through one ar
mora other corperations or partnerships.

(1) where two or more corporations or partnerships are affiliated at the same time with the same
cotporation or partnership, they will be deemed to be affiliated with each other.

{c) "Agreement’ means the Head Document together with the Operating Procedure and the Appendices;

(d) “Appendix” means any of the appendices (as amended) attached to the Operating Procedure, as indicated
in Article Il of the Head Document;

(&) “Capacfty” means, with respect to any Functional Unit, the daily volumetric handling capability of such
Funclional Unit, as set forth initially in the Head Document and as may be redstermined under this

. Agreement;
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“Capacity Ownership" means an Owner's share of Capacity equal to its Functional Unit Participation;

"Capital Costs” means all expenditures Incurred in coniection with the Initial Construction of the Faaility
(including comrhissioning and testing immediately after Initial Construction), any Modification or
Enlargement and any other expenditures so designated by the Operating Commitiee;

"Day’ means a period commencing at 0800 hours on any calendar day and ending at 0800 hours on the
immediately next succeeding calendar day, or at such other time as may hereinafter be set by the
Operating Committes;

"Effective Date” has the mesdning ascribed to it in the Head Document;

"Enlargement" means an expansion, addition or enhancement to the Facility that:

(i increases the Capacity of an existing Functional Unit and has a total Installed cost of oné hundred
thousand dollars ($:100,000.00) or more, and is required to process, treat or handle, as the case
may be, additional volumes of Inlet Substances or the components thereof, in excess of an
Owner's Capacity Ownership in an existing Functionat Unit, or

(i) adds a new Functional Unit to the Facility that duplicates the function of an existing Functional
Unit or adds a new function to the Faeility;

"Exhibit "A" means this Operating Procedure and the Appendices;

"Fagility" means all real and personal property of every nature and kind attached to, forming part of or
used In connection with Joint Operations, maintained and held by Operator in accordance with this
Agresment and as described under the Appendix titled "DESCRIPTION OF FACILITY AND FUNCTIONAL
UNITS, MAP AND SCHEMATIC";

“Eacility Inlst” means the point at which Inlet Substances first enter the Facility;

'Facility Qutlet" means the point at which Fagility Products leave the Facility;

"Facility Participation” means the percentage voting interest of each Owner as set forth opposite such
Owner's name under the Appendix titled "FACILITY AND FUNCTIONAL UNIT PARTIGIPATION®;

"Facility Products” means all substances recovered from the processing or handling of Inlet Substances In
the Facility, which are available for delivery from the Facility, excluding such substances as are
unavaidably lost, consumed as fuel or flared in Joint Operations;

'Fixed Operating Costs" means those Operating Costs that do not vary with production or throtighput
volume, such as, but not limiled to, property taxes, insurance and surface lease rentals;

*Forecast' means a written statement, Inftiated by Operator, of the Joint Operations which are anticipated
to be conducted during the Forecast Period, together with a written statement of the estimated
expenditures to be made In connection with such Joint Operations;

"Forecast Period" means a period of one (1) Year, provided that if this Agreement does not come into
effect as of the beginining of a Year, the first such period for the Year in which this Agreement comes into
effect shall comprise the portion of such Year remaining after this Agreement comes info effect;

*Functional Unit* means a separaie component of the Facility described under the Appendix titled
"DESCRIPTION OF FACILITY AND FUNCTIONAL UNITS, MAP AND SCHEMATIC" (and means the
whole of the Facility if there is no separation into Functional Units), and all real and personal property of
every nature and kind attached to, forming part of or used in connection with the aperation thereof,;
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(u)

“Functional Unit Inlet" means with respect to any Functional Unit, the point where Functional Unit
Products, inlet Substances or any portion thereof, first enter such Functional Unit;

(v) “Functional Unit Qutlet" means, with respect to any Functional Unit, the point where Functional Unit
Products leave such Functional Unit;

{w) “Functional Unit Participation" means, with respect to any Functional Unit, the percentage interest
owriership of each Owner in such Functional Unit as set forth opposite such Owner's name under the
Appendix titled "FACILITY AND FUNCTIONAL UNIT PARTICIPATION":

x) “Functional Unit Products” means all substances recovered from the processing or handling of Inlet
Substances or products of other Functional Units in a Functional Unit, which are available for delivery from
the Functionai Unit, excluding such substances as are unavoidably lost, consumed as fuel or flared in
Joint Operations;

W "Giross Negligence” means:

)] a marked and flagrant depariure from the standard of conduct of a reasonable person acting in
the circumstances at the time of the alleged misconduct, or

{ii) such wanton and reckless conduct or omissions as constitutes in effect an utter disregard for
harmful, foresesable and avoidable consequences,

provided that Gross Negligence shall not include any act or omission, insofar as it was done or omitted to

be done in accordance with the instructions or express concurrence of the Operating Committes;

(z) "Head Docurnent" means the agreement to which this Exhibit “A" is attached:;

. (aa)  lInitial Construction” means construction of the Facility completed by Operator pursuant to Article IV prior
to the first Day of the Month in which the Facility commences operation and Is capable of delivering
specification Facility Products to the Facility Outlet for an uninterrupted period of thirty (30) Days;

{bb}  'Inlet Substances" means Owner's Substances and Outside Substances;

(ce)  “Joint Account® means the account set up pursuant to Clause 601 showing the charges paid and credits
received as a result of Joint Operations and which are to be shared by the Owners in accordance with the
termis of this Agreement;

(dd) 'Joint Operations” means all activities resulting in Capital Costs (including, If applicabls, Initial
Construction), Operating Costs and all other activities undertaken in conhection with the Facility, where
such activities are conducted for the Joint Account under the terms of this Agreement;

(ee)  Matket Price” means the price at which Facility Products are to be sold pursuarit to Article VI if an
Owner does not take Its share of Fagility Products [n kind and separately dispose of the same, which price
is not unreasonable having regard to market conditions applicable to similar production in arm's length
transactions at the time of such disposition, including; without restricting the generality of the foregoing,
such factors as the volumes available, the kind and quality of Fagility Products to be sold, the effective
date of the sale, the term of the sale agreement, the point of sale of the Facility Products and the type of
transpartation service available for the delivery of the Facility Products to be sold:

(if) “Madification”. means an expansion, addition or enhancement to the Facility that is not an Enlargement;

(gg)  "Monih" means a calendar month, commencing at the beginning of the first Day thereof and ending at the
last Day thereof, or at such other times as may hereafter be set by the Operating Committee;

. (hh)  "Non-Operator" means an Owner other than Operator;

Exhibit "A", Operating Procedure, No. ____, Revision ____, Correctlon _____, Mali Ballot No. ,Effective __ |

G\Operations\Jeint Interesf\2003 Cantracis\Cantracte\South East Hooker Gatharing System Part 2.doc
3




{in
(ii)
(kk)

{1

(mm)
(nn)
{00}
(pp)
(9a)

(rr)

(ss)

® .

"Operating Committes” meanis the committee composed of the duly authorized representatives of each of
the Owners, established pursuant to Article |l of the Operating Procedure;

"Operating Costs" means all costs and expenses, except Capital Costs, incurred in connection with the
testing, operation, repair and maintenance of the Facility

'‘Operating Procedure” means Exhibit "A", excluding the Appendices;

"Operator means the Owner so designated under the Head Document or such other Owner as
subsequently may be designated by the Operating Committee;

"Outside Substances" means those Inlet Substances which are not Owner's Substances;
"Owner" means a party to this Agreement;

sOwner's Substances" has the meaning ascribed to it in the Head Document;

"Person” means an individual, firm, body corporate, partnership or other legal entity, as the case may be;

"Regulations’ means all statutes, laws, rules, orders and regulations in effect from time to time (including

‘any amendments thereto or replacements thereof) and made by governments or governmental hoards or

agencies having jurisdiction over the Fagility or Joint Operations;

"Surplus_Capacity" means with respect to any Functional Unit, that portion of the Capacity which is
avallable from time to time, but which is not being utilized by the Owner(s) entitled to use such Capacity;

"“ariable Operating Costs” means those Operating Costs that remain after excluding Fixed Operating
Costs and that vary with throughput volume of Inlet Substances; and .

"Year' means a calendar year, commencing at the begifning of the first Day of January and ending at the
last Day of December, or at such other times as may hereafter be set by the Operating Committee.

102, References

Unless otherwise expressly stated:

(a)

(b)

{e)
(d)

(e)

the words "hereinbefore”, "hereinafter", "hereunder’, *herein”, and "hereof' in the Operating Procedure
refer to the provisions of this Operating Procedure, and references to Articles, Clauses, Subclauses or
Paragraphs in the Operating Procedure refer to Articles, Clauses, Subclauses or Paragraphs of this
Operating Procedure;

whenever the singular, masculine or neuter is used in this Agreement, the same shall be construed as
meaning plural or feminine or body pofitic or partnership or corporate or vice versa, as the context so
requires;

all times refetred to in this Agreement are in respect of time for the applicable time zone or legislated
method of determining time for the area in which the Fagility is located;

all references to "dollars® or "$" in this Agreement shall mean the lawful currency of Ganada, and all
payments and receipts shall be made and recorded in lawful currency of Canada;

wherever the phrase "within" or "at least" is used with reference to a specific number of Days herein, the
Day of receipt of the relevant notice or the Day of the relevant event shall be excluded in determining the
applicable time period. However, if the time for doing any act expires on a Saturday, Sunday or statutory
holiday in either the Province of Alberta or Canada, the time for doing that act shall be extended to the
next normal business Day, except as prescribed in the Accounting Procedure with respeet to the payment
of billings; and
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. i3] All conversions between Impetial units and Systems International (mettic) units required to be made
pursuant to this Agreement shall be conducted utilizing the conversion factors prescribed in the publication
entitled "Metric Practice Guide for the Petroleum and Natural Gas Industry and Services, Fifth Edition,

1989", as may be amended or supplemented from time to time,

103. Derivatives

if a term is defined, a derivative of that term shall have a corresponding meaning unless the context otherwise
requires.

104.  Correction of Appendices

If Operator becomes aware of a mistake or mechanical error in the Operating Procedure or an Appendix, Operator
shall prepare a corrected Operaling Procedure or Appendix and supply each Owner with a copy thereof.

105,  Revision of Exhibit "A"

(a) This Operating Procedure may be revised, amended or replaced by a vote of the Operating Committee in
accordance with Clause 202 of the Head Document.

{b) Appendices shall be revised by Operator as provided for under this Agreement, and when required, to
accurately reflect routine consequential changes, such as Facllity Participations and amalgamations.

106,  Effective Time of Exhibit "A"
Except as otherwise expressly provided in this Agreement:

. {a) subject to Subclauss 106 (b), any revised Operating Procedure or Appendix shall be effsctive in iis
revised or amended form as of the time specified by the provision of this Agreement allowing such
revision or amendment, or If no such time Is specified, such revised or amended Operating Procedure or
Appendix shall be effective as of the first Day of the Month next following the date that all required
documentation was received by Operator or on such cther date or time as directed by the Operating
Committee; and

(b) any Appendix which is corrected pursuant to Clause 104, to rectify an error thersin, shall, unless otherwise
directed by the Operating Commitiee, be effective in its corrected form as of the date on which the
Incorrect version of the Appendix would have been effective, and the incorrect version of the Appendix
shall be deemed conclusively never to have been effectivea,

107.  Revised Appendices Deemed Correct

Subject to the provision set forth in Subclause 106 (b), each Appendix, and each revised or corrected version
thereof, shall for purposes of this Agreement be desmed conclusivsly to be correct and binding on the Owners ffom the
time at which it becomes effective until the time at which a revised or corrected version thereof becomes effectivs.

108. Identification of Revised Appendices

Revised and corrected versions of Appendices shall be numbered consecutively, shall indicate the date on which
they become effective, shall reference the ballot issued to the Operating Committee for approval, if applicabie, and shall
indlcate whether they are revised or corrected versions of an Appendix, or both.

108.  Preparation and Distribution of Revised Appendices

Each time that an Appendix is to be revised or corrected pursuant to this Agreement, Operator shall effect the
Q]uired revisions or corrections in a timely and diligent manner and shall provide each Qwner with one (1) copy of the
vised or corrected version of the Appendix.
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.HTICLE Il

SUPERVISION AND CONTROL. OF JOINT OPERATIONS

201.  QOperating Committes

The Owners shall form an Operating Gommittee compased of their duly appointed representatives o supervise
and control all Joint Operations. As soon as possible after the Effectivé Date, each Owner shall notify Operator in writing
of the names and addresses of its primary representative and one (1) or more alternate representatives. The
representative of an Owner shall be desmed to have full power and authority to represent and bind such Owner with
respect to all matters within the power of the Operating Committee, and all acts done by such representative in such
capacity shall be deemed to be the acts of the Owner appointing such representative. An alternate representative shall
have full power to act for an Owner in the absence of the primary representative. An Owner may change any of its
representatives from time to time by written notice to Operator. Two (2) or more Owners may appoint the same Person as
their representative, who shall in such cases, cast a separate vote for each Owner being represented.

202.  Chairman
The representative of the Operator shall be the chairman of the Operating Gommittee.
203. Powers

The Operating Gommittes shali, in accordance with the terms of this Agreement, exercise overall supervision and
conirol of and shall determine all matters of importance relating to Joint Operations, except for those matters:

. {a) specifically designated in this Agreement to be within the axclusive jurisdiction and control of Operator; or
(b) specifically excluded in this Agreement from the jurisdiction and control of the Operating Commitiee.
204.  Voling Procedure

Subject to Clause 208, the Operating Committee shall determine alt matters properiy coming before it by vote, in
accordance with the following voting procedure:

{a) Voling Interest

For the purpose of determining the number of Owners having voted or deemed to have voted on any
matter pursuant to this Article II, Owners who are Affiliates of sach other and who vote the same in
respect of a matter hereunder shall be deemed to be one (1) Owner only.

Except as may otherwise be provided in this Agreement, each Qwner shall have a voting interest equal to:
(i) its Fagility Participation, if the matter materially affects or involves the entire Facllity;

{ii) its Functional Unit Participation in a specific Functional Unit, if the matier relates to such
Functional Unit and does not materially affect or involve any other Funetional Unit; and

(iii) its aggregate weighted interest in the applicable Functional Units, if the matter affects or involves
mare than one (but less than all) of the Functional Units, with this interest calculated by adding the
percentages gbtained after multiplying the applicable Functionai Unit Participations by the relative
welghtings of Functional Unit Participations set forth in the Appendix titled "FACILITY AND

. FUNCTIONAL UNIT PARTICIPATION".
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Exhibit "A", Operaling Procedure, No. » Revision

Any dispute as to whether a matter materially affects or involves more than one (1) Functional Unit shall
be decided by a vote in accordance with Paragraph 204 (&) (i) hereof.

Notwithstanding Subclause 204 (g), If an Owner is precluded from voting pursuant to Paragraph 602 (b}
(ii), the voting interest of each non-defaulling Owner shall be revised so as ta bear the same ratio to the
other as do their Functional Unit Participations or Fagility Participations, 50 that the voting interests of all
non-defaulting Owners equals one hundred percent (100%).

MNegative Vote

Notwithstanding Subclause 204 (2) and (h), but subject to Subclauses 204 (f), (g) and (i), no single Owner
shall be able to defeat a vote on a matter, unless such Owner's voting interest with respact to such matter
is greater than seventy-five percent {75%), and if a single Owner with a voting interest of _seventy-five
percent (75%) or less is the only Owner voting negatively on a matter, such Owrier shall be shown to have
voted negatively in recording the results of the vote, but such matter shall be conclusively deemed carried
in the affirmative.

Deemed Vots

Subject o Subclauses 204 (f), (g} and (i), an Owner who doas not vote or abstains from vating on
any matter shall be conclusively deemed fo have voted in the affirmative on the matter. In recording the
result of a vote, such Owner shall be shown as having abstained from voting, been absent from the
mesting in which such vote was taken, if applicable, or otherwise having failed to vote on such matter, as
the case may be.

Effect of Vote

A determination of a matter by the vote of the Owners in accordance with the provisions of this Agreement
shall be binding upon all of the Owners, except as otherwise provided in this Agreement.

General Vote

Except as otherwise provided herein, a matter being voted on by the Operating Commitiee shall be
decided by the atfirmative vote of:

) two (2) or more Owners having a combined Facility Participation of sixty-five percent {65%) or
more, if such matter materially affects or involves the antire Facility;

(1)) two (2) or more Qwners having a combined Functional Unit Participation in the applicable
Functional Unit of sixty-five percent (85%) or more, if such matter relates fo one (1) Functional
Unit and does not materially affect or involve any other Functional Unit; and

(i) two (2) or more Owners having a combined aggregate weighted Interest of sixty-five percent
(65%) or more In the applicable Functional Units, if the matter affects or involves more than one
{but less than all) of the Functional Units, with this interest calculated by adding the percentages
obtained after multiplying the applicable Functional Unit Participations by the relative weightings of
Functional Unit Participations set forth in the Appendix titled "FACILITY AND FUNCTIONAL UNIT
PARTICIPATION".

Vote for Removal of Operator
Operator may be removed by the affirmative vote of two (2) or more Qwners having a combined Facility

Participation of ninety-five percent (85%) or more of the remaining Facility Participation, after excluding
the Facility Participations of Operator and its Affiliates, provided that:
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1)} subject to Clause 303 and Subclause 602 (e), Operator may not be removed by a vote of the
Operating Committee if Operator and its Affillates collectively hold Facility Participations totaliing
sixty-five percent (85%) or mors, and

{ii) the provisions of Subclauses 204 (b) and (¢} shall not apply to a vote taken under this Subclause
204 (f).
(g) Vote for Replacement Operator
A sugcessor Operator that consents to assume all the dulies and obligations of Operator shall be
appointed by an affirmative vote of two (2) or more Owners having a combined Fagciiity Participation of
sixty-five percent (65%) or more. In voting on the appointment of a successor Operator, the departing
Opeérator and its Affiliates shall not be entitled to vote to have the departing Operator or any of its Affiliates
succeed the departing Operator, In addition:
(i) should more than one (1) potential successor Operator be voted on, the potential successor
Operator that receives the greatest combined Facility Participation vote shall be the successor
Operator, and the requirement for the specified number of Owners voting in the affirmative and
the provisions of Subclauses 204 {b) and (¢} shail not apply; and
(ii) should two (2) or more potential successor Operators receive an equal Facility Participation voting
percentage, the potential successor Operator holding the largest Facility Participation shall be the
successor Operator.
(h) Amendment of Appendices
The Appendices may be revised, amended or replaced from time to tims in the following manner:

‘ {i) Appendices 11 1k VI; VI VI 65 X X1 X and X at the direction of the Operating Committee by
an affirmative vote of two (2) or more Owners having a combined Facility Particlpation of sixty-five
percent (5%) or more.

(i) Appendices |V and V at the direction of the Operating Committes by an affirmative vote of:
(1 two (2) or more Owners having a combined Facility Participation of ninety-five percent
{95%} or more, if such matter matetially affects or Involves the entire Fagility;
(2) two (2) or moré Owners having a combined Functional Unit Participation in the applicable
Functional Unit of ninety-five percent (95%) or more, if such matter relates to one (1)
Functional Unit and does not materialiy affect or involve any other Functional Unit; and
(3) two (2) or more Owners having a combined aggregate weighted interest of ninety-five
percent (35%) or more in the applicable Functional Units, if the matter affects or involves
more than one (but less than all) of the Functional Units, with this interest caiculated by
adding the percentages obtained after multiplying the applicable Functional Unit
Participations by the rélative weightings of Functional Unit Participations set forth in the
Appendix titled "FACILITY AND FUNCTIONAL UNIT PARTICIPATION".
()] Vots for Termination of Agreement
Subject to the provisions of Article X, this Agreement may be terminated by the affirmative vote of two (2)
or more Owners having a combined Facility Participation of ninety-five percent (25%) or more; providad
that the provisions of Subclauses 204 {b) and (c) shall not apply o a vole taken under this Subclause.
Exhikit "A", Operaling Procedure, No. ____, Revision ___, Comrectlon ____, Mait Ballot No. ______, Effective —

GAOperations\Jolnt Interesi2003 Contracts\Contracts\South East Hooker Gathering System Part 2.doc



205.

Exhibit "A", Operating Procedure, No. . Revision ____, Correction , Mall Ballot No.

(k)

Vots by Proxy

An Owner may appoint a proxy to attend any mesting on its behalf. Such proxy appointment shal] be by
written instrument signed by the Qwner, setting forth the extent of the authority granted to the proxy
holder. A proxy appointment shall not be effective unless such instrument is deposited with the chairman
of the Operating Committee prior to or during the first meeting in respect of which such proxy has been
appointed to aitend. An Owner who has submitted an instrument appointing a proxy may revoke such
instrument at any titne prior to the commencement of or during any meeting to which the proxy appointed
thereby is fo attend, provided that the revocation of an appointment of proxy during a meetirig shall ot
apply to any vote ¢onducted during that meeting prior to the revocation of that appointment. In addition to
revocation in any other manner permitted by law, an instrument appointing a proxy shall be deemed to be
autornatically revoked for a meeting to which ’fhe proxy appoeintment relates, insofar as the Operating
Committee representative of the Owner who appointed the proxy attends that meeting.

Vote by Notice

(i) An Owner not represented at a meeting may vote on any matter on the agenda by prior written
notice to Operator, indicating the position of sush Owner regarding such matter.

(i) Operator may, without calling a meeting, call for a vote on any matter by submitiing such matter,
together with reasonable details regarding the same, to each Owner by mail ballot notice. Each
Owner shall, by notice to Operatar, cast its vote within fifteen (15) Days from the date of deemed
receipt of such mail ballot notice by the Owners. Such vote shall be blndmg, unless, within seven
(7) Days after sending such mail ballot notice, Operator calls a meeting or is requested to call a
meeting to consider the matter in accardance with Clause 205. Operator shall promptly notify the
Owners of the result of such vote after the expiry of such fifteen (15) Day period.

{ifi) All mail ballots shail be numbered consecutively. Such numbering shall include the Year in which
the mail ballot is issued.

Mestings

The following procedures shall apply to meetings of the Operating Committee:

(a)

(b)

(©)

The Operating Cormimittee shall hold meetings whenever called by Operator, Operator may call a meeting
at any time and from time to time on its own motion. One (1) or more Owners having Facility
Participations totalling five percent (5%) or more shall have the right to request the Operator to call a
meeting to deal with specific stated itetns. Operator shall issue the notice of such meeting within ten (10)
Days of receipt of a written request by an Owner, and the meeting shail be held within thirty (30) Days of
raceipt by Operator of such request.

At least ten (10) Days' notice of each meeting shall be given to each Owner, unless all of the Owners
agree in writing or by vote at a meeting, to waive or shorten such notice period. Notice ot any mesting
shall be accompanied hy an agenda together with reasonable details of the matters on the agenda and
any motlons to be voted on at the mesting. Any Owner shall have the right to require Operator to place an
item on the agenda for such meeting, provided such item and reasonabie details sufficlent to énable the
Owners to consider beforehand the nature of such item shall be furnished to the other Owners by such
Owner within five (5) Days of the date of deemed receipt of the notice of such meeting. A motion not
contained in the agenda or an amendment to be made to a motion which is contained in the agenda shall
not be voted on at a meeting unless all of the Owners, whether or not present at such meeting, agree to
add or amend such motion; provided that if any motion principally relates to one (1) Functional Unit and
does not materially affect or involve any other Functional Unit, such motion may be added to the agenda
or amended if all of the Owners, including any Cwner not present at the mesting, having Functional Unit
Participations in the affected Functional Unit, agree to such addition or amendment.

Motions voted on at & meeting shall be numbered in accordance with Paragraph 204 (k) ().

, Effective
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(d) A representative of any Owner attending a mesting of the Operating Committee may be accompanied by
‘ a reasonable number of advisors, and the chairman may be accompanied by such additional attendees as
are required to record the minutes of the meeting or otherwise assist in the conduct thereof.

(&) All meetings of the Operating Committee shall be held at the office of the Operator or at such other place
as the Operating Committee may decide.

206. Minutes

Operator shall keep minutes of the proceedings of each meeting of the Operating Committee and a copy thereot
shall be forwarded to each Owner within thirty {(30) Pays of the date of such meeting. The minutes shall contain the
names of all Qwners' representatives present at the meeting, indicating their capacity and the Owners that they represent,
a description of the matters reviewed, the result of any vote and any dissenting Owner opinion. The minutes for any
Operating Committee maeting shall be deemed to be correct as written and distributed, unless an Owner receiving the
minutes gives Operator notice of an error or omissfon regarding such minutes within thirty {(30) Days of the date upon
which such minutes were sent to the Owners. Upon recelving such a notice:

(a) Opoerator shall promptly correct and re-issue the minutes if Operator agrees with the claim of an error or
omission; or

(b) Operator shall promptly submit the matter to the Operating Committee for resolution by a vote in
accordance with Subclause 204 (e) if Operator does not agree with the claim of an error or omission.

Any revised version of the minutes shall be deemed to replace all prior versions of the same and shall be desmed
correct as written and distributed, subject to the terms of this Clause, which shall apply to such revised version of the
minutes as if they were the original verslon of the sams. ‘

207. Reduction in Qwners

. Subject to Clause 208, if the number of Owners having a Facility Participation or Functional Unit Participation
decreases aiter the Effective Date to a level equal to or less than the minimum number of Owners required to determine a
matter under Subclause 204 (g), (f), (g), (h) or (i), the minimum number of Owners required to determine a matter shall
always be one less than the number of Owners entitled to vote,

208, Unanimous Approval

It and for so long as there are only two Owners for voting purposes, Subclauses 204(b), (e), (f), (@), (h) and ()
shall not have any effect, and all matters comning before the Operating Committee shall be determined by the unanimous
approval of the representatives of the Owners. At any time where unanimous approval cannot be reached In respect of

any matter, either Owner may invoke the provisions of the Appendix titled "DISPUTE RESOLUTION', to resolve such
mafter.

209. Subcommitiees

The Operating Committee may from time to time establish subcommittees to deal with defined mandates as
provided by the Operating Committee. Any such subcommittee shall not have any powers of supervision or control, but
shall only be entitled to report and make recommendations to the Operating Gommittee.
210  Enlargement
Any Enlargement shall be approved and canducted in accordance with the Appendix titled "ENLARGEMENT",

211.  Environmental Matiers

he Appendix tiled "ENVIRONMENTAL MATTERS” shall anly be effective from the first Day of the Month next following
‘ecutiun of this Agreement by one hundred pergent {100%) of the Owners, and shall not apply prior to suich date.

Exhibit "A", Qparating Procadure, No. , Ravislon , Carrectlon , Maii Ballot No. , Effactive
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.RTICLE 1]

APPOINTMENT AND REPLACEMENT OF OPERATOR

301.  Assumption of Duties of Operator

Operator named in the Head Document, and any succeeding Operator appointed hsereunder, shall assume the
duties and obligations of Operator hereunder and shall have all the rights of Operator hereunder.

302, Resignation of Operator

Operator may resign as Operator on giving each of the Owners a minimum of one ninety (90) Days' notice of its
intention to do so, provided that such resignation shall be effective at the end of a Month.

303. Heplacement of Operator

Operator shall immedlately cease o be Operator in the clrcumstances described in Subclauses {a) and (b) below
and In all circumstances described In this Clause a replacement Operator shall be appointed pursuant to Clause 304, if;

(a)

. (b)

()

(d)
{e)

Operator becomes bankrupt or insolvent, commits or suffers any act of bankruptcy or insolvency, is placed
In receivership or a receiver/manager or Person filling that role is appointed with respect to Its property,
seeks debtor relief protection under applicable legislation (including, without restricting the generality of
the foregoing, the Bankruptcy and Insolvency Act of Canada and the Companies' Greditors Arrangement
Act of Canada) or permits any judgement to be registered against its interest in the Facility or any portion
thereof, and without restricting the generality of the foregoing, an Operator shall be deemed insoivent for
the purposes of this Clause if it is unable to pay its debts as they fall due in the usual course of business;

subject to Clauses 307 and 402, Operator assigns or aftempts to assign its general powers and
responsibilities of supervision and management as Operatar hereunder, unless such assignment is to an
Affillate of Operator who s also an Owner;

the Operating Comumittee votes pursuvant to Subclause 204 (f) to remove Operator and such motion is
carrled;

Operator cedases fo be an Owner; or

Operator rasigns pursuant to this Article.

304,  Appointment of Successor Operator

(@)

(b)

Exhibit "A", Operating Procedure, No. . Revision , Corraction ____, Mail Baliot No.

Interim Cperator

Upon Operator resigning or otherwise ceasing to be Operator and until a replacement Operator is
appointed, the Owner with the largest Facility Participation, excluding the Facility Participation of the
departing Operator and any Affiliate of the departing Operator, shall automatically become the interim
Operator. The interim Operator shall immediately cease to be interim Operator upon the appointment of a
replacement Operator.

Appointment

If an Operator resigns or ntherwise ceases to be Operator; a successor Operator shall be appointed by
the Operating Committee. An interim Operator is not disqualified from being elected as the successor

Operator.

, Effective . .
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{c)

(d)

(8)

{f

Two Party Agreement

Notwithstanding Subclauses 204 (g), 304 (a) and (b), if there are only two (2) Owners and Operator
resigns or otherwise ceases to be Operator, the Owner who was not Operator previously shall
automatically become Operator effective the date that the previous Operator ceases to be Operator,
unless, in the case of an assignment by Operator of its Facility Participation pursuant to Article IX, the
Owriers cannot agree on who should be Operator, in which case the Owner with the largest Facility
Paticipation shall become Operator.

Consent

Subject to Subclauses 304 (a) and {(c), no Owner shall be appointed as Operator unless it has given iis
written consent to the appointment.

Re-appointment

No provisicn of this Article shall be construed to re-appoint as next-succeeding Operator an Operator who
has ceased to be Operator or any Afflliate of that former Operator, except with the unanimous consent of

the Owners.
Effective Time

Except as otherwise determined by the Operating Committes, the appointment of a successor Operator
(including an automatic appointment as Operator pursuant to the terms of this Articie), shall be effective
immediately upon the previous Operator ceasing to be Operator.

305.  Transfer of Property on Change of Operator

. At the effective date of the resignation or replacement of an Operator as provided in this Article, Operator being
placed shall immediately deliver to the successor Operator possession and coritrol of:

(a)
(b)
(c)
(d)
(&)
(f)

the Facility;

any and all funds held for the Joint Account;

any and all Inlet Substances and Facility Products, if any, which have not been delivered in kind;
all Material held for the Joint Account; 7
copies of hooks of account and records kept for the Joint Account; and

all documents, agreemeits and other papers relating to property transterred hereunder.

Upon compliance with such obligation, the departing Operator shall be released and discharged from, and the
successor Operator shall assume, all duties and obligations of Operator, except those unsatistled dutles and obligations of
the departing Operator which had accrued prior to the effective date of the change of Operator, for which the departing
Operator shall continue to remain liable. [f the departing Operator holds any real or personal property on behalf of the
Owners, such property shall continue to be heid by the departing Operator in irust for the Owners untll title and possession
of such property has been transferred to the successor Operator in trust for the Owners.

306. Inventory and Audit of Accounts on Change of Operator

Subject to Clause 307, within ninety (20) Days after the successor Qperator commences to act as Operator, the
Operating Committee may cause an audit to be made of the books of account and records kept for the Joint Account and
6’:\5{ cause an inventory of Controllable Material to be taken. The cost of the audit and inventory shall be for the Joint

count.

Exhibit "A", Operating Proceduré, No. . Ravision , Gorreclion . Mail Ballot No. , Effactive 5 .
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307.  Assignment of Operatarship

. If Operator wishes its assignee to replace it as Operator after having disposed of all or a pumbn of its Facility
Participation to such aseugnee pursuant to Article IX, such assignee shall have the right to become Operator if it is an
Affiliate of Operator or, if it is not an Affiliate of Operator, if the Qperating Gommittee approves that it shall become

Operator,

ARTICLE IV

FUNCTIONS AND DUTIES OF OPERATOR

401.  Control and Management of Joint Operations

Operator shall consult with the Operating Committee from time to time with respeact to decisions to be mada for the
conduct of Jaint Operations, and Operator shali keep the Owners informed in a timely manner with respect to important or
significant Joint Operations. Operator is hereby delegated the management of the Facility on behalf of the Owners and
shall, subject to the direction of the Operating Committee, conduct or cause to be conducted all Joint Operations diligently,
in a good and workmanlike manner, In accordance with good oil field and environmental practice, the Regulations and the
terms of this Agreement. In the absence of specifie instructions from the Operating Committee, Operator shall conduct or
cause to be conducted, all Joint Operations, as would a prudent operator under the same or similar circumstances.
Without limiting the generality of any of the foregoing provisions of this Clause, Operator shail conduct and oversee all
Joint Operations, and In particular shali:

(a)
(b)

(©}

(i)
1)

make and file all reports as required by governmental authorities relating to Joint Operations;

maintain in the Province of Alberta complete and accurate accounts, books, records and documents in
relation to the Facility and Joint Operations and provide each Owner with reasonable access thereto;

provide Owners with reports as required and on a frequency and containing the information about Joint
Operations as directed by the Operating Committee;

on behalf of the Owners, complete all applications and obtain all licenses and approvals required by
Regulations to conduct Joint Operations;

promptly pay and discharge all expenses and taxes (other than Income taxes) incurred in connection with
Joint Operations and keep the Facility free and clear from all adverse claims and liens oceasioned by Joint
Operations, except claims or liens created under or pursuant to this Agreement or being contested in good

faith;

acquire and maintain all necessary surface rights, Material and services required to conduct Joint
Operations and where Operator deems apprapriate, use its own equipment and facilities to serve such
operaticns, subject to the Accounting Procedure;

pracure and maintain for the Jeint Account the insurance set forth in the Appendix titled "INSURANCE"
and use reasonable efforts to require coniractors and subcontractors to procure and maintain such

insurance as Operator deems necessary,

comply with and, where applicable, raquire its agents, contractors and their subcontractors to comply with
Regulations governing Joint Operations;

subjeot to Clause 402, subcontract such portion of Joint Operations as Oparator deems appropriate;

furnish each Cwner as soon as practicable with written notice of:

Exhibit "A”", Operating Pracedurs, No. , Revislon ____, Carrection . Mail Baliot No, . Effective . .
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_ 0 physical damage to the Facility in excess of Operator's expenditure limit as provided in the
. Accounting Procedure; and
(ii) any environmental, health, safety or other occurrence which is required to be reported under any

Regulation and which either requires remediation costs excesding the single expenditure limit set
forth in the Accounting Procedure or could result in a punishable offence under the Regulations;

(X pxtend to each Owner, at that Owner's sole risk and expense, the right to examine and inspect the Facility
at all reasonable times in the presence of a representative of Operator and after giving Operator
reasonable notice, except for portions of the Facility which are proprietary to a licensor to the extent that
such licensor expressly prohibits examinations and inspection by such Owner;

()] prepare and submit to the Operating Committee for approval the Forecasts provided for in Clause 605;

provided further that, during Initial Construction of the Facility or any Enlargement or Madification, Operator shall
also:

{m}) carry out or cause the construction of the Facility and any Enlargement or Modification;

(n) . contract with such Persons as Operator may deem appropriate for the performance of such work or
undertaking, or any portion thereof;

(0) supervise all work related to such construction;

(o)) acquire all Material required for such construction and the commencement and continuation of Joint

Operations;
(q) supervise and have direct charge of all matters regarding design, construction and installation of the
. Facility and any Enlargernent or Modification; and
{r provide Owners with reporis as required and on a frequency, and containing the information about

construction, a Modification or an Enlargement as directed by the Operating Committee;
402, Subcontracting

Provided that Operator is not in defauit or in the process of being replaced pursuant to Clause 303, Operator may
subcontract all or substantially ali of its duties and responsibilities to a reliable and competent third party subcontractor or
an Affiliate of Operator, with the approval of and on terms approved by the Operating Committee, provided that Operator
retains full control and supervision of such subcontractor or Affiliate and that any third party subconiractor is retained on &
genuine arm's length basis. 1t shall be a condition of such subcontracting that the Owners have the right to audit the books
and records of the third pariy subcontractor or Affiliate with respect to its subcontracting activities hereunder on the same
terms and conditions as provided under the Accounting Procedure to audit Operator.

403.  Operator as an Qwner

Operator shall have all of the rights and obfigations of an Owner with respect to its Facility Participation and
Functianal Unit Participation.

404.  Independent Status of Operator

Operator is an independent contractor in conducting Joint Operations. Operator shall determine the number of
employees and contraciors respecting its operations, their selection, their hours of tabour and their compensation
hereunder. All employees and contractors used in #is operations hereunder shall be the employees and contractors of
Operator.

Exhiblt "A", Operating Procedure, No. , Aevision , Correction _____, Mail Balio} No. , Effective
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405,  Title

. Operator shall hold and maintain title to the Facility and all associated licences and approvals required under the
Regulations on behalf of the Owners. Operator shall perform all duties to maintain such licences and approvals in good
standing. However, nothing in this Clause shail be construed to require or permit Operator to conduct any Joint
Operations without the approval of the Operating Committee, if such approval is required pursuant to the terms of this
Agreement,

ARTICLE V

INDEMNITY AND LIABILITY

501,  Limit of Liability

{a) Notwithstanding Clause 404 and the obiigation in Clause 401 to conduct Joint Operations diligently, In a
good and workmanllke manner in accordance with good oilfield and environmental practice, Operator, its
Affillates and their respective directors, officers, agents and employses shall not he liable to the other
Owners, or any of them, for any loss, expense, injury, death or damage to Owners, whether contractual or
tortious, suffered or incurred by the Owners resulting from or in any way attributable to or arising out of
any act or omission, whether negligent or otherwise, of Operator or its Affiliates or their respective
directors, officers, agents or employees in conducting or cartying out Joint Operations, except when and
to the extent that such loss, expense, injury, death or damage Is a direct result of, or is directly attributable
to the Gross Negligence of Operator or its Afflliates or their respective directors, officers, agents or
employees.

(b) To the extent that the Gross Negligence condition in Subclause (a) of this Clause applles, Operator shall
be solely lfable for such loss, expense, injury, death or damage and, in addition, shall indemnify and save
. harmless each other Owner, its Affiliales and their respective directors, officers, agents and employees
from and against the same and also from and against all actions, causes of action, suits, claims and
demands by any Person in respect of such loss, expense, injury, death or damage, and any costs and
expenses relating thereto. However, in no event shall the responsibility of Operator prescribed by this
Clause 501 extend to losses suffered by the Owners respecting the loss of profits or other consequential
or indirect losses, including, without restricting the generality of the faregoing, loss or delay of production,

502.  Indemnification of Operator

Except as otherwise provided in Clause 501, the Owners indemnify and save harmless Operator, its Affiliates and
their respective directors, officers, agents and smployees from and against any and all actions, causes of action, suits,
claims, demands, costs, losses and expenses resulting from loss, expense, Injury, death or damage respecting any
Person (including the Owners), which may be brought against or incurred or suffered by Operator, its Affiliates and their
respective directors, officers, agents or employees or which Operator, its Affiliates and their respeéctive directors, officers,
agents or employees may sustain, pay or incur by reason of, or which may be attributable to or arise out of, any act or
omission of Operator or its Affiliates or their respective dirsctors, officers, agerits or employees in condueting Joint
Operations.

503. Burden of Responsibility

Except where Operator is to be held solely liable pursuant to the terms of Clause 501, all labilities and indemnities
arising from Joint Operations shall be for the Joint Account and shall be borne by the Owners in the proportions of their
respeetive Functional Unit Participations in the Functional Unit to which such liabilities and indemnities relate. However, If
it cannot be clearly determined as to which Functional Unit a liability or indemnity relates, and such liability or indemnity
gannot be logically apportioned between the affected Functional Units, such liability or Indemnity shall be borne by the -
Qwners in the proportions of their respective Facility Participations.

Exhibit "A", Operating Procédure, No, , Revision , Correction ____, Mail Ballot No., , Effective
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504. Continuation of Legal Responsibilities

. Notwithstanding the assignment by an Owner of all or a portion of its Functional Unit Participation in any
Functional Unit, such Owner shall, as regards the other Owners and notwithstanding the terms of such assignment,
remain llable for its propottionate share of any liabillties and Indemnities which arose In respect of that Functional Unit, the
Facllity or under this Agreement, other than environmental liabilities, prior to the date that such Owner's assignee becomes
an Owner with respect to the assigned interest pursuant to Article IX.

505.  Environmental Responsibilities

Any Person who begomes an Owner shall be responsible for its proportionate share of environmental liabilities arising In
relation to Joint Operations {and the associated indemnities, if any) whether they accrued before or after such Person
became an Owner.

ARTICLE Vi

ACCOUNTING MEASURES

601.  Joint Account

Operator shall set up a Joint Account and administer it as set forth in the Accounting Procedure. All proper costs
and expenses incurred by Operator in connection with Joint Operations shali be in accordance with the Accounting
Procedure, or as otherwise permitted hereunder. Such costs and expenses shall be allocated to the Owners in
accordance with the Appendix titied "STRUCTURE AND SHARING OF THE JOINT ACCOUNT."

602.  Operator's Lien and Remedies

(8) Effective from the Effective Date, Operator shall have a llen and charge, which is first and prior to any
other lien, charge, mortgage or other security interest, with respect to the Functional Unit Participations of
each Owner in the Fagcility and such Owner's share of Faciiity Products, to secure payment of such
Owner's proportionate share of the costs and expenses incurred by Operator for the Joint Account.

b If an Owner fails to pay or advance any of the costs or expenses incurred for the Joint Account which are
to be paid or advanced by it within the time period prescribed by the Accounting Procedure, Operator may,
without limiting Operator's other rights as coritained in this Agreement or otherwise held at law or in equity:

9] charge such Owner compound interest, as computed Monthly, with respect to such unpaid
amount from the Day such payment is due until the Day 1t is paid, at the rate of two percent (2%)
per annum higher than the rate designated as the prevailing prime rate for Canadian commercial
loans by the principal Canadian chartered bank used by Operator, regardless of whether Operator
has notified such Owner in advance of its intention to charge interest with respect to such unpaid
amount;

{ii} withhold from such Qwner any further information and privileges with respect to Joint Operations,
including the right to vote pursuant to provisions of Article ll, which information and privileges shall
be conveyed or restored, as the case may be, to such Owner upon such default being fully
rectified;

{ii) set-off against the amount unpaid by such defaulting Owner, any sums due or accruing o such
Owner from Operator in accordance with ALTERNATE _A , immediately below:

ALTERNATE A. pursuant to this Agreement;

Exhibit "A", Operating Procedure, No. , Revision . Corréction . Mail Ballot No. , Effective
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_ AL TERNATE B. pursuant to this Agreement and from any other agreement between
. Operator and such Owner, whether executed before or after the Effective
Date;

(iv) maintain an action or actions for such unpaid amounts and interest thereon on a continuing basis
as such amounis are payable, but not paid by such defaulting Owner, as if the obligation to pay
such amounts and the interest thereon were liquidated demands due and payable on the relevant
date such amounts were due to be paid, without any right or resort of such Qwner to set-off or
counter-claim; and

v) treat the default as an immediate and automatic assignment to Operator of the proceeds of the
sale of such Owner's share of Facility Products. Service of a copy of this Agreement upon a
purchaser of such Owner's share of Facility Products, together with written notice from Operator,
shall constitute a written irrevocable direction by such defauiting Owner to any such purchaser to
pay to Operator the proceeds from any such sale up to the amount owed to Operator by such
defaulting Owner hereunder (including any accrued interest with respect thereto), and such
purchaser is authorized by such defaulting Owner to rely upon the statement of Operator as to the
amount so owed to it by such Owner,

However, Operator ray not exercise the rights granted in Paragraphs (i) - (v) of this Subclause with
respect to such default until at ieast thirty (30) Days following the issuance of a notice to such Owner
specifying such default and requiring the same to be remedied.

(c) The obligation to pay interest at the rate specified in Subclause (b} of this Clause with respect to a default
is to apply untif such default is rectified and shall not merge into a judgement for principal and interest, or
elther of them. The Owners waive the application of any Regulations to the contrary, insofar as such
walver is permitted or not prohibited by the Reguiations.

. (d) Books and records kept by the Operator for the Joint Account shall constitute proof of the existence of any
financial default hereunder, subject, however, 1o the rights of inspection and audit provided for elsewhere
in this Agreement. .

{(e) If Operator is the Owner which defaults in paying its share of any cost or expense incurred for the Joint
Account, the other Owners may, subject to Subclause 304 (c), appoint an Owner pending the appointment
of a successor Operator pursuant to Subclause 204 (g), to exercise any of the rights and remedies
otherwise available to Operator pursuant to this Agreement in order to rectify such defauit.

603. Reimbursement of Operator

If Operator has not recelved full payment of an Owner's share of the costs and expenses of Joint Operations
within three (3) Months following the date the payment was due, each other Owner, upon being billed therefor by Operator,
shall contribute a fraction of the unpaid amount, excluding interest thereon, which fraction shall have:

(a) as its numerator, the applicable Functional Unit Participation of such Owner; and

(H) as its denominator, the aggregate applicable Functional Unit Participations of all Owners except the
defaulting Owner.

Thereupon, each such contributor shall be proportionately subrogated to Operator's rights pursuant to Clause 602
and to the interest thereafter payable thereunder on the unrecovered portion of its contribution, Notwithstanding the
foregoing portion of this Clause, if the unpaid amount pertains to more than a single Funetional Unit, the reimbursement
obligation in this Clause shall be based on the Facillty Participations or the aggregate weighted Interests in the applicable
Functional Units, as the case may be.
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604,

this Agreement,

Commingling of Funds

Operator may commingle with its own funds the moneys which it receives from or for the Joint Account pursuant to

Notwithstanding that moneys of a Non-Operator have been commingled with Operator's funds, the

moneys of a Non-Operator advanced or paid to Operator, whether for the conduct of Joint Operations or as proceeds from
the sale of Fagility Products, shall be deemed to be trust moneys and, subject to Clause 602, shall be applied enly to their
intended use and shall in no way be deémed to be funds belonging to Operator, other than in its capagity as the Non-
Operator's trustee,

605.

ARTICLE Vil

Forecasts

(a)

{b)

()

As soon as pragticable after the execution hereof, Operator shall submit to the Operating Commiitée for
approval a Foracast for the Forecast Period. In each subsequent Year, Operatar shall submit a Forecast
for the Forecast Period o the Operating Cormnmitteé for approval, on or befors the end of the current Year.
It the Operating Committee does not approve a Forecast, or any portion thereof, such Forecast or the
portion thereof not approved, shall be revised by Operator in accordance with the instructions of the
Operating Committee. A copy of each revised Forecast shall be promptly furnished to each Owner.

Each Forecast shall include a detailed and specific description of expenditures thereln, identifying
Operating Costs and Capital Costs separately, and providing an estimate of Owner's Substances and
QOutside Substances to be handled by the Facility. Any single Operating Cost in excess of the single
expenditure limit set forth in the Accounting Procedure for which the Operator requests approval through
approval of the Forecast should be clearly and separately identified. Each Forecast shall also provide for
comparison, a summary of the Forecast and a projection of expected final expenditures for the current
Year.

Approval of a Forecast shall constitute approval of all expenditures in accordance with this Agreement,

except single Capital Cost expenditures in excess of the single expenditure limit set forth in the

Accounting Procedure. If directed by the Operating Committee, separate approval for projects,
categorized as Operating Costs, that have an estimated cost in excess of Operator's single expenditure

limit set forth in the Accounting Procedure, shall be required.

MEASUREMENT

701,

Accuracy

()

The metering facilities described under the Appendix titled "MEASUREMENT", shall be tested at
reasonable intervals by Operator. If any question arises as to the acouracy of measurement, any meter
shall be tested by Operator upon demand of an Owner and if found to be correct, or to be in error by not
more than two percent (2%) with respect to gas measurement, or one and one-half percent (1.5%) with
respect to equilibrium liquid preduct measurement or one-halif of one percent (0.5%)} with respect to liquid
measurement (hereinafter called the "relevant percentage"), the expense of such testing shall be borne by
the Owner demanding the test. The expense shall be for the Joint Account if a meter s found to be in
error by more than the relevani percentage. An Owner, at its sole cost and risk, may witness any test.

(b) if, upon any test, the measuring equipment is found to be in error by not more than the relevant
percentage, the previous readings of such equipment shall be considered correct in computing the
volumes being metered, but such equipment shall be adjusted properly as soon as practicable to record
accurately.
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702.

703.

o

Exhibit "A", Operating Procedura, No. , Revision
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if, upon any test, the measuring equipment is found to be inaccurate by more than the relevant
percentage, any previous reading of such equipment shall, subject to applicable legal limitation periods, be
corrected to zero (0) error for any period which is known definitely or agreed upon by the Operating
Committee; however, if the period is not known definitely or agreed upon by the Operating Committee,
such correction shall be for a period covering the last half of the time elapsed since the date of the last
test,

If the measuring equipment Is out of service or requites repair, so that the volume being measured is not
correctly indicated by the reading thereof, the volume attributable to the period shall he estimated and
agreed upon on the basis of the best data available, using the most appropriate of the following methods:

{i) by using the readings from any other measuring equipment, if installed and accurately registering;
or

(if) by correcting the error if the percentage of error is ascertainable by calibrations, test or
mathematical calculation; or

(i) by estimating on the basis of actual volumes measured during the preceding petiods under similar
conditions when the meter was registering accurately.

Operator shall preserve and make availabie for inspection by the Qwners all original test and sample data,
charts and other similar records for a period of at least seven (7) Years after the end of the Year to which
they relate, or such further period required by the Operating Committee or the Regulations, as well as any
records to which an audit query relates until all such queries are resolved,

Unit of Valume and Weight

The standards of measurements shall be governed by the following:

(a)

(b)

{c)

the unit volume of gas for purposes of measurement shall be one thousand cubic metres (103m3) of gas at
a temperature of fifteen degrees Celsius (15°C) and an absolute pressure of one hundred one point three
two flve kilopascals (101.325 kPa);

the unit of volume of liquids for purposes of measurement shall be one cubic metre (1 ms) as defined in
the Weights and Measures Act {Canada), as amended; and

the unit of weight of solids for purposes of measurement shall be one tonne (1 t) being one thousand
kilograms (1000 kg).

Determination of Volumeas

{a}

For purposes of measurement and meter calibration the atmospheric pressure at the point of
measurement hereunder shall be assumed to be constant at the pressure stated in the Appendix titled
"MEASUREMENT" irrespective of the actual elevation or location of any of the meters above sea level or
variations in the atrmospheric pressure from time to time.

Volumes of gas measured by orifice meters shall be computed in accordance with the methods prescribed
in the publication entitled "Orifice Metering of Natura! Gas, Standard 2530, American Natlonal Standards
Institute/American Petroleum Institute”, including the Appendix thereto as updated in 1985, and as
amended. Volumes of gas shall be suitably corrected for deviation from Boyle's Law in accordance with
the Regulations.

Volumes of liquids shall be computed taking into consideration the compressibility and specific gravity, if
applicable, and volumes so measured shall be corrected to fifteen degrees Celsius (15°C).

. Corraction . Mall Ballot No. , Effective , .
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704.  Change of Measurement Methodology

Notwithstanding any provisions of this Agreement to the contrary, if in order to comply with, or by reason of, the
Regulations, the basis or method of measurement hereunder must change, all charges incurred by Operator relating to
changing the basis or method of measurement shall be charged to the Joint Account. Operator may change the basis or
method of measurement in any manner approved by the Regulations, but If not required to do so, the charges incurred by
Operator may be charged to the Joint Account only with the approval of the Operating Committee.

ARTICLE Vil

PRODUCTION AND FACILITY PRODUCTS
801. Owner's Share of Faclility Products

Each Owner shall own the Facility Products that are attributable to Inlet Substances delivered to the Facility by or
on behalf of such Owner. Allocation of Facility Products will be in accordance with the Appendix titted "FAGILITY
FRODUCT ALLOCATION PROCEDURE",

802. Losses in Handling, Flaring and Operation of the Fagility

Each Owner owning Inlet Substances shali bear a share of any volumes of those Iniet Substances and Facility
Products that are lost as a result of rupture, release, flaring or handling in the Facility during each Month in accordance
with the Appendix titled "FACILITY PRODUCT ALLOCATION PROCEDURE". Notwithstanding that Appendix, if Operator
is able to identify the ownership of those lost volumes, those losses shall be borhe by the Owners in proportion to their
ownership of those volumes.

.3. Fuel Gas Usags

Operator shall be entitled to use a portion of the Inlet Substances for fuel in Joint Operafions. Fuel gas usage
shall be allocated to each Owner in accordance with the Appendix titted "FACILITY PRODUCT ALLOCATION
PROCEDURE".

804. Dispositicn of Facillty Products

(a) Each Owner shall separately take in kind or dispose of its share of Facllity Products at its own cost. To
the extent that an Owner (hereinafter in this Article called "non-taking Owner"} fails to take or otherwise
adequately dispose of iis share of Facility Products, then so long as such failure continues, Operator in its
sole discretion, as agent and for the account and at the expense and risk of the non-taking Owner, may
sell or purchase at Market Price or store all or any portion of the non-taking Owner's share of Facility
Products in any reasonable manner Operator sees fit, subject to the provisions of this Clause.

Each Owner shall provide Operator with such Information respecting such Qwner's arrangements for the
disposition of its share of Facility Products as Operator may reasonably require to fulfil its obligations
hereunder. If an Owner fails to provide such informatlon, or if any of the disposition arrangements
specifled are inadequately provided for or are otherwise unworkable or impracticable, Operator shall
forthwith so notify such Owner, who shall be deemed to be a non-taking Owner.

Exhibit "A", Operating Procedurs, Ne. . Ravision , Corraction , Mail Ballot No. , Effactive N .
GA\Operations\Jeint Interesi2003 Contracts\Contracts\South East Hooker Gatharing System Part 2.doc
20



{b) The authority of Operator to enter into contracts for the sale of the non-taking Owner's share of Facillly
. Products shall be restricied fo coniracts that are only for such reasonable periods of time as are
consistent with the minimum needs of the industry under the circumstances, provided that in no event
shall the term thereof exceed one (1) Month, unless such term may be terminated without penalty on no
more than one {1} Month's notice, ar unless the non-taking Owner has otherwise agreed in writing. Such
authority shall be revocable, subject ta the terms of any existing contracts for the sale of the non-taking
Owner's share of Facilily Products and the terms hereoi, at the will of the non-taking Owner. When
Operator has so contracted, the non-taking Owner may take its share of Fagility Products in kind upon the
expiration of the current sales contract, If the non-taking Owner provides written notice to Operator of its
intention to resume taking in kind at least thirty (30) Days In advance of the expiration of that arrangement.
However, any such revocation shall only be effective so long as such Owner continues to take in kind and
separately dispose of its share of Faeility Products,

Notwithstanding the foregoing, if due to Regulations or shlppmg restrictions, arrangerents to sell, store or
otherwise dispose of Facllity Produets must be made ptior to the date that the same are actually
produced, then at the request of the Operator each Owner shall make such arrangements at its own cost
prior to the date of production and shall give Operator notice of the same prior to the commencement of
the actuai Month of production. If any Owner fails to make such arrangements and give such notice, stch
Owner shall be deemed to have failed to take in kind or dispose of its share of Facility Products to be
allocated to it at the actual time and place of production, and Operator shall be entitled to exercise its
rights as aforesaid with respect fo the non-taking Owner's share of Facility Products as of the date that the
non-taking Owner was required to give notice as outlined above.

Insofar as Operator disposes of all or a portion of a non-taking Owner's share of Facility Products
pursuant to this Subclause, Operator shall advise the non-taking Owner of the manner pursuant to which it
has disposed of such Facility Products and other relevant information pertaining to the disposition within
ohe (1) Maonth of the commencement of that disposition.

‘5. Distribution of Proceeds

Subject to the provisions of Clause 804, and unless otherwise agreed to by Operator, if Operator disposes of
another Owner's share of Facllity Products pursuant to Clause 804, Operator shall forthwith pay to that Owner the
proceeds of such sale, less any costs associated with such sale and any other moneys payable with respect to the Facility
to Operator by that Owner. Such costs shall, unless otherwise agreed to by Operator, include an administration fee to
cover Operator's cost of arranging for and carrying out the sale of a non-taking Owner's share of Fagility Products not
taken in kind and disposed of by that Owner, as deserlbed by ALTERNATE _A , immediately below:

ALTERNATE A. ihree percent (3%} of the gross proceeds of the sale of Facility Products;

ALTERNATE B. dollars per cubic metre ($ !ma) in the case of petroleum;

dollars per one thousand cubic metres ($__/10°m®) in the

tase of natural gas;

dollars per cubic metre ($___/m” in the case of natural
gas liquids and substances other than petroleum and nafural gas (but not including
sulphur};

dollars per tonne ($___/t) in the case of sulphur;

ALTERNATE C. A flat fes of dollars ($___) per Month.

Cperator shall include with such payment a statement showing the manner in which the amount was calculated. 1f
Operator does not pay such amount within thirty (30) Days following its recsipt, the interest provisions of Subtlause 602 (b)
‘all apply with respect to such outstanding amounts.
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806.  Audit by Non-Taking Owner

. To the extent only that Operator sells all or a portion of the share of Facility Products of a nen-taking Owner, the
audit provisions of the Accounting Procedure shall, with the necessary changes, apply with respect to such sale between
Operator and the non-taking Owner on whose behalf such Fagility Products were sold, provided that Operator shall not be
required to provide the auditors with access to any of Operator's proprietary rarketing information and that the non-taking
Owner shall bear all costs of such audit.

807.  Operator to be Indemnifted

If an Owner does not take in kind and separately dispose of its share of Facility Producis and Operator disposes of
such Facillty Products on behalf of the non-taking Owner pursuant to this Article, the non-taking Owner shall indemnify
Operator with respect to any Injury, loss or damage which Operator may suffer with respect to such sale by virtue of
defects in the non-takirng Owner's title to such Facility Praducts.

808. Indemnification for Royaltles and Other Payments

Each Owner shall pay or be responsible for the payment of and shall indemnify the other Owners against liabllity
for any and all royalties, overriding royalties, production payments, taxes and any and all other payments chargeable
agalnst its share of Facility Products.

809. Warranty by Owners

Each Owner warrants that it has the right fo produce its portion of the Inlet Substances and dispose of its portion
of the Faciiity Products and agrees to indemnify and save harmless the other Qwners from all actions, causes of actions,
clalms and demands that may be made by any Parson wheo has or claims {o have an interest in such Inlet Substances or
Facility Products.

.:KTIC LE IX

DISPOSAL OF FACILITY INTEREST

901,  Disposal of an interest in the Facility

Except as provided in this Article IX, no Owner shall sell, transfer, assign, mortgage or otherwise dispose of all or
part of its interest in the Fagility or any Functional Unit. An Owner who intends to dispose of all or a part of its Interest in
the Facility or any Functional Unit {in this Article called "the Disposing Owner") shall comply with the provisions of
ALTERNATE B immediately below:

ALTERNATE A. The Disposing Owner shall be under no obligation to obtain the consent of the other

Owners or 1o provide the other Owners with a right to acquire that Disposing Owner's
intersst in the Facility.

L
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ALTERNATE B.

ALTERNATE C.

The Disposing Owner shall obtain the consent of the other Owners, and shall provide
them with information regarding the disposition, including the description of the Functional
Unit Participation proposed o be disposed and the identity of the proposed assignee.
Such consent shal! not be unreascnably withheld, and it shall be reasonable for an Owner
to withhold its consent to the disposition if it reasonably belleves that the disposition would
be likely to have a material adverse effect on its Functional Unit Participation or Joint
Operations, including, without limiting the generality of all or any pait of the foregoing, a
reasonabie bellef that the proposed assighee does not have the financial capability to
meet prospective obligations arising out of this Agreement, provided that an Owner which
withholds its consent shall include In its notice its reasons for withholding consent.
However, an Owner shall be desmed fo have consented to the disposition to the
proposed assignee, unless, within twenty (20) Days, the Owner advises the other Owners,
by notice, that it is not prepared to consentto such disposttion.

(a) The Dlsposing Owner shall, by notice, advise each other Owner (in this Arlicle
called an "Offeree") of its intentlon to make the disposition, including in such
notice a description of the Functional Unit Participation proposed to be disposed,
the identity of the proposed assignee, the price or other consideration for which
.the Disposing Owner is preparad to make such disposition, the proposed
effective date and closing date of the transaction and any other information
respecting the transaction which the Disposing Owner reasonabiy believes would
be material to the exercise of the Offerees' rights hereunder {such notice in this
Article cailed "the Disposition Notice").

(b) If the consideration described in the Disposition Notice cannot be matched in kind
and the Disposition Naotice does not include the Disposing Owner's bona fide
estimate of the value, in cash, of such consideration, an Offeree may, within
seven (7} Days of the receipt by the Offerees of the Disposition Notice, request
the Disposing Owner to provide such estimate to the Offerees, whereupon the
Disposing Owner shall provide such estimate in a timely manner and the electlon
period provided herein to the QOfferees shall be suspended until such estimate is
received by the Offerees.

(c) If there is a dispute as to the reasanableness of an estimate of the cash value of
the consideration described in the Disposition Notice or provided pursuant to
Subclause (b), as the case may be, the matter shall be referred directly to
arbitration under the Appendix titled "DISPUTE RESOLUTION" within seven (7)
Days of the receipt of such estimate. The Disposing Owner and the applicable
Qfferee shall thereupon diligently attempt to complete such arbitration in a timely
manner. The equivalent cash consideration determined in such arbitration shall
thereupon be deemed to be the sale price for the Functional Unit Participation
described in the Disposition Notice.

, Effective

G:\Operatiops\Joint Inferesti2003 Contracis\Centracts\South East Hoo_ker Gathering Systern Part 2.doc

23



902.

namely:

Exnibit "A", Operating Procedure, No. , Revision . Gorrecfion , Mail Ballot No.

Unrestricted Disposals

(d)

{e)

{f)

0

Within the later of i) thirty (30) Days from the receipt of the Disposition Notice, as
maodified by any suspension pursuant to Subclause (b) of this Altemate C; or i), if
Subclause (c) of this Alternate C is applicable, fifteen (15) Days from receipt of
notice of the arbitrated value determined pursuant to the preceding Subclause, an
Offeree may give notice o the Disposing Owner that it elects to purchase the
Functional Unit Participation described In the Disposition Notice for the applicable
prica (in this Article called a "Notice of Acceptance”). A Notice of Acceptance
shaii create a binding contractual obligation upon the Disposing Cwner to seli,
and upon an Offerse giving a Notice of Acceptance to purchase, for the
applicable price, all of the Functional Unit Participation included in such
Disposition Notice on the terms and conditions set forth in the Disposition Notice.
However, if more than one Offeree gives a Notice of Acceptance, each such
Offeree shall purchase the Functional Unit Participation to which such Notice of
Acceptance pertains in the proporfion its Functional Unit Participation bears to the
total Functional Unit Participation of all such Offerees.

If the Functional Unit Participation described in the Disposition Notice is not
disposed of to one or more of the Offerees pursuant to the preceding Subclause,
the disposition to the proposed assignee shall be subject to the consent of the
Offerees. Such consent shall not be unreasonably withheld, and it shali be
reasonable for an Offeree to withhold its consent to the disposttion if it reasonably
believes that the disposition would be likely to have a material adverse effect on
its Functional Unit Participation or Joint Operations, including, without limiting the
generality of all or any part of the foregoing, a reasonable belief that the proposed
assignee does not have the financial capability to meet prospective obligations
arising out of this Agréement, provided that an Owner which withholds its consent
shall include lts reasons for withholding consent in its notice. However, an
Offeree shall be deemed to have consented to the disposition to the proposed
assignee, unless, within the time period prescribed in Subclause (d), the Offeree
advises the other Owners, by notice, that It is not prepared to consent to such
disposition.

If the Functional Unit Participation described in the Disposition Motice is not
disposed of to one or more of the Offerees pursuant to Subclause (d) of this
Alternate G, the Disposing Owner may, subject to obtaining the consents
prescribed by the preceding Subclause, dispose of such Functional Unit
Participation at any time within one hundred and fifty (150) Days from the
issuance of such Disposition Notice, provided that such disposition is not on
terms that are more favourable to such proposed assignee than those offered in
the Disposition Notice,

Following a disposition herein or one hundred and fifty (150} Days following the
issuance of a Disposition Notice from which a disposition did not result, as the
case may be, the provisions of this Ciause 301 shall once again apply to the
Functionat Unit Participation deseribed in the Disposition Notice.

Notwithstanding anything contained in this Aricle 1X, an Owner may transfer all or a portion of its interest in the
Facility without providing prior notice of the option to acquire such intérest to the other Owners in the following instances,

(&) a dispositicn to an Affiliats of the Owner, or in consequence of a merger or amalgamation of the Owner
with anocther corporation or pursuant to an assignment, sale or disposition made by an Qwner of its entire
Facility Participation to a corporation in return for shares in that corporation or to a registered parinership
in return for an interest in that parinership;

, Effective
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{b)

(©

(e

(®)

if a portion of an Owner's interest in the Fagilily is disposed of as a result of the conversion of a gross
overriding royalty interest or other interest to a working interest in a weil pursuant to an agreement in
existence as of the Effective Date, and the production from such well is required to be delivered to the
Facility;

a disposition made by an Owner of all, or substantially afl, or of an undivided interest in ail or substantially
all, of its pefroleum and natural gas rights in the province or territory where the Fagility is situated, and for
the purposes of this Subclause, "substantially all' means a percentage of ninety percent (90%) or more of
the net hactares held by such Owner in that province or territory;

Subclause (d) shall X_/shall not __ apply:

a disposition made by an Owner of all, or substantially all, or of an undivided interest in all or substantially
all, of its petroleum and natural gas rights in wells producing to the Facility, and for the purposes of this
Subclause, "substantially all* means a percentage of ninety percent {90%) or mare of the working interest
held by such Owner in such wells; and

Subeclause (g) shall _X_/shall not ___apply:
a disposition made by an Owner of a portion of its petroleum and natural gas rights in wells producing to

the Facility, where such disposition is accompanied by the disposition of a proportionate part or share of
the Facility.

However, an Owner making such a disposition pursuant to Subclause (a), (b), (¢), (d) or {e) of this Glause shall
advise the Operator of such dispasition in a timely manner, and shall comply with the provisions of Clause 905.

if the transfer is to an Affiliate, the Owner shall execute and deliver to Operator a continuing guarantee of all

obllgat[ons to be assumed by the Affiliate under this Agreement. Such guarantee shall also provide that the guarantor
Ives notice of any extensions, modifications or amendments to this Agreement and agrees to be bound thereby; that no
ch extensions, modiflcations or amendments will release the guarantor; and that the guarantor will not be released by

any waiver of any obligation of the Affiliate by the indulgence or concession granted to it.

903.  Financing

Ndtwithstanding anything contained in this Article IX:

(a)

An Owner may mortgage its Interest in the Facility; provided that any such mortgage shall expressly
provide that the mortgagee shall hold the interest subject to all the terms and provisions of this
Agreement, and shall also provide that upon any realization of the security, the party acquiring the interest
in the Facility shall be required to assume all cbligations of the mortgagor under this Agreament, incluging
the obligations imposed under Clause 905; and

(o)) An Owner may assign its interest in the Facility in connection with an arrangement for the financlng of its
interest in the Facllity provided that:

(N any such assignment shall éxpressly provide that the assignee shall hold the interest subject to all
the termis and provisions of this Agreement;

(i) until the assignee gives notice to Operator of a defaull by the assignor under the arrangement for
finaneing and complies with the provisions of Clause 905, the assignor shall not be released from
its obligations undet this Agraement, shall remain an Owner for the purposes of Exhibit "A®, under
the Appendix titled "FACILITY AND FUNGTIONAL UNIT PARTICIPATION", and the Owners shall
be entitled to deal exciusively with the assignor in all matters under this Agreement;
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(i) until the assignee gives notice to Operator of a default by the assignor under the arrangement for
. finanecing and complies with thé provisions of Clause 905, the assignor shall have full power and
authority to act on behalf of and bind the assignee for all matters respecting this Agresment, and
any information , noticas or bilings served on or by, or any payment to the assignor shall be
deemed o have been served on or by or payment made to the assignee and the other Owners
shall neither honour notices from nor give notices to the assignee; and

(iv) any such assignment shall expressly prowde that immediately upon receipt by the Operator of
naotice from the assignee that the assignor is in default undet the arrangement for financiny,.
realization of the security or otherwise, the assignee shall be required to assume all obligations of
the assignor under this Agreement.

g904.  Admission of New Owners Through Enlargement

No Person shall become an Owner through an Enlargement except with the approval of the Operating Commitiee
and upon such terms and conditions as may be imposed by the Operating Committee, which shall include the condition
that any Person becoming an Owner shall execute and deliver to Operator one (1) counterpart of this Agreement.

905. Disposal of Interest Dotumentation

{a) Every disposition of an interest in a Functional Unit shall be made subject to this Agreement and shall not
be binding on the other Owners until the first Day of the Month next following the date:

{i) the Person acquiring the interest, if not already an Owner, has executed and delivered to Operator
one (1) counterpart of this Agreement; and

(1) a copy of the instrument, executed by both the disposing Owner and its assignee, evidencing such
change in ownership has been delivered.to Operator.

. Once such disposition becomes effective, the assignor shall thereupon be relieved from all obligations that
thereafter accrue hereunder with respect to the assigned inferest, subject to Clauses 504, 505, 902 and
1001.

(b) Subject to Clause 307, the assignment of any interest in the Fagility by an Owner while acting in the
capacity of Operator shall not confer upon the Persen acquiring such interest the position of Operator.

808. . Change of Name

An Owner whose name is changed by due legal process shall notify and supply evidence of the change to
Operator as soon as possible.

ARTICLE X

TERM AND TERMINATION
1001. Term

This Agreement shall remain in fuil force and effect from the Effective Date so long as all or any portion of the
Facility is held pursuant to this Agreement and so fong thereafter as may be necessary to decommission, abandon,
disposs of and reclaim the Facility, In accordance with the Regulations, and final setllement of accounts has been made
among the Owners, provided that those provisions related to audit, liability, indemnity, disposal and salvage of Material
and enforcement of default shall survive for six (8) Years thereafter or such later time as may be prescribed by the
Regulations.
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1002. Termination

. Subject to the provisions of Clause 1001, this Agreement shall terminate upon a vote of the Operating Committee
in accordance with Subclausé 204 (i).

1003. Salvage or Disposition

If required by the Regulations ot directed by the Operating Commitiee to salvage the Facility or any Functional Unit
or portion thereof as the case may be, Operator shall, for the Joint Account:

{a} salvage as much of the Facility, Functional Unit or portion thereof, as the case may be, as can
economically and reasonably be salvaged or otherwise dispose of the same in the manner determined by
the Operating Committee; and

{b) clean up and restore the site of the Facllity, Functional Unit or portion thereof, as the case may be, in
accordance with the Regulations and 1o the satisfaction of any governmental body having jurisdiction with
regard thereto and to the reasonable satisfaction of the owner or occupier of the land upon which the
Facility is located.

1004. Proceeds and Costs

The proceeds and costs of salvaging, decornmissioning, abandonment, reclamation or disposing of any porifon of
the Facility, Incurred pursuant to Clause 1003, shall be shared and borne by the Owners of the Functional Unit to which
such salvage or disposal relates, based on each Owrier's respective Functional Unit Participation in such Functional Unit,

ARTICLE XI
@:=1r4 prOVISIONS

1101, Enurement

Subject to the provisions of Clause 905, this Agreement shall enure to the benefit of, and be binding upon, the
respective heirs, executors, administrators, successors and permitted assigns of the Owners.

1102. No Partnership

Nothing herein contained shall be read or construed as creating a partnership, or as imposing upon any Owner
any partnership duty, obligation or liability of any kind, it being the express intention of the Owners that the respective
tights, obligations and liabilities of each of the Owners under this Agreement and in fespect of the subject matter hereof
generally, shall be several, and not joint or joint and several.

1103. Force Majeure

(a) For the purposes of this Clause, "force majeure” means an occurrence beyond the reasonable control of
the Owner claiming suspension of an obligation hereunder, which has not been caused by such Owner's
negligence and which such Owner was unable to prevent or provide against by the exercise of reasonable
diligence at a reasonable cost and includes, without limiting the generality of the foregoing, an act of God,
war, revolution, insurrection, blookage, riot, strike, a lockout or other industrial disturbance, fire, lightning,
unusually severe weather, storms, floods, explosion, accident, shortage of labour or materials, or
government restraint, action, delay or inaction.
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(b) If any Owner Is prevented hy force majeurs from fulfiling any obligations hereurider, the obligations of that
. Owner, insofar as its obfigations are affected by the force majeure, shall be suspended while the force
majeure continues to prevent the performance of such obligation and for that time thereafter as that -
Owner may reasonably require to commence to fulfil such obligation. An Owner prevented from fultilling
any obligation by the force majeure shall promptly give the other Owners notice of the force majeure and
the affected obligations, including reasonably full particulars in respect thereof.

(c) The Owner claiming suspension of an obligation as aforesaid shall promptly remedy the cause and effect
of the applicable force majeure, insotar as it is reasonably able so to do, and such Owner shall promptly
give the other Owners notice when the force majeure ceases to prevent the performance of the applicable
obligation. Howevet, the terms of settiement of any strike, lockout or other industrial disturbance shall be
wholly in the discretion of such Owner, notwithstanding Subclause (&), and that Owner shall not be
required to accede to the demands of its oppenents in any strike, lockout or industrial disturbance solely to
remedy promptly the force majeure thereby constituted.

(d) Notwithstanding anything contained in this Clause, lack of finances shall not be considered a force
majeure, nor shall any force majeure suspend any obligation for the payment of money hereunder.

1104. Notices

All notices and other communications to be given in connection with this Agreement shall be in writing and shall be
sufficiently given:

(@) if delivered by hand or by courier to an Owner at its address for service, such delivery shall be deemed
received by the Owner when actually delivered, if such defivery Is during Owner's normal business hours,
on any Day other than a Saturday, a Sunday or statutory holiday. If such notice or other communication is
not delivered during the Owner's normal business hours, such notice or other communication shall be
deemed to have been recsived by Owner on the Day next following the date of delivery, other than a

. Saturday, Sunday or statutory holiday;

(b} except during any period of actual or impending postal disruption, if sent by first class mall, or by airmail if
sent from outside Canada or the United States, postage prepaid, to an Owner at its address for service,
such mailing shall be deemed received by the Owner on the fourth Day following 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 perlod of delay; and

(c) to an Owner which has provided a direct telecommunication number as part of its address for service, if
sent by telecommunication to the Owner's designated telecommunication number, such fransmission shall
be deemed received by the Owner when actually received, if such transmission is during Owner's normal
business hours on any Day other than a Saturday, Sunday or a statitory holiday. If such notice or other
communication s not received during the Owner's normal business hours, such notice or other
communication shall be deemed to have been received by Qwner on the Day next following the date of
{ransmission, other than a Saturday, Sunday or a statutory holiday.

For the purposes of this Clause 1104, the address for service for each Owner initially shall be the address set forth
below its signature on the execttion page of the Head Document. Operator may change its address for service by giving
written notice thereof to each of the other Owners, and any other Owner may change it address for service by giving
written notice thereof to Operatar.

1105, Suits

An Owner who is sued on an alleged cause of action arising out of Joint Gperations shall forthwith netify every
other Owner.

®
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1106. Compllance with Laws and Regulations

a

. In exercising their respective rights and discharging their respective obiigations under this Agresment, the Owners
shall comply in all material respects with all Regulations.

1107. Governing Law

This Agreement shall be governed by and construed in accordance with the laws of the Province of Alberta and
the laws of Canada applicable therein, and each of the Owners submits to the exclusive jurisdiction of the courts of the
Province of Alberta for the interpretation and enforcement heraof.

1108. Waiver

No waiver by any Owner of any breach (whether actual or anticipated) of any of the covenants, provisions or
conditions herein contained shall take effect or be binding upon that Owner unless the same is expressed in writing under
the authority of that Owner. Any waiver so given shall extend only to the particular breach so waived and shall not limit or
affect any rights with respect to any other or future breach.

1109. Statute of Limitations

The two (2) year period for seeking a remedlal order under section 3(1)(a) of the Limitalions Act, R.S.A. 2000 ¢. L-
12, including any amendments thereto or replacements thereof, for dny claim (as defined In Act) arising in
connection with this Agreement is extendsd to:

(a) for claims disclosed by an audit, two (2) years after the time this agreement permitted that audit to be
performed; ar

(b for all other claims, four (4) years.

.1 0. Further Assurances

Each Owner shall from time to time and at all times do all such further acis and execute and deliver all further
documents as may be reasonably required in order to perform and carry out the terms of this Agreement.

1111, Pattitioning

No Owner shall resort to any action for partition, or sale in lieu of partition, of any real property cornprised in the
Facility, or any portion thereof,

1112, United States Taxes

It for the purposes of the United States Internal Revenue Code of 1986, as amended ("the Code"), this Agreement
or the relationship established thereby constitutes a partnership as defined in Section 761 (a) of the Cade, each Owner
who s entitled under such Section to elect, hereby elects to have such partnership excluded from the application of
Subchapter i of Chapter 1 of Subtitle A of the Code, or such portion thereof as the Sacretary of the Treasury of the United
States, or his delegate, permits to he so excluded. Operator is authorized to execute such slection on behaif of the
applicable Owners and to file the election with the proper United States government office or agency. Operator is further
authorized and directed to execute and file such additional and further evidence of such election as may be required, all at
the expense solely of those Owners subject to the Code. However, if Operator is not subject to the Code with respect to
the Facility, the obligations of Operator under this Clause shall be fulfilled by the Owner who iz subject to the Gode with
respect to the Facility and who, among those Owners subject to the Code, holds the greatest Facility Participation. ’
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1113.  Confidentiality

)

. Each Owner entitled to information obtalned hereunder or pursuant to this Agreement may use such information
for its sole benefit. Howaever, the Owners shall take such measures with respect to Jaint Operations and internal security
as are appropriate in the circumstances to keep confidential from third Persons all such Information, except information
which the Owners have expressly agreed among themselves ta release and information disclosed by an Owner:

(a) wheh and to the extent required by the Regulations and securities laws applicable to such Owner,
provided that such Owner shall invoke any confidentiality protection permitted by such Regulations and
securities laws;

(b) to an Affiliate, provided that such Owner shall be deemed to have required such Affiliate to maintain the
confidential status of the disclosed information in accordance with this Clause 1113, that such Affiliate
shall be deemed to have accepted such obligation and that such Owner shall be liable for any loss
suffered by the other Owners, or any of them, because of the failure of such Affiliate to maintain such

. information confidential;

(c) to a third Person to which such Qwner is seeking to assign ali or a portion of its interest hereunder,
provided that a binding covenant is obtained from such third Person prior to disclosure which provides,
Inter alia, that none of such information shall be disclosed by it to any other third Person;

(d) to the technical, financial or other professional consultants of such Owner which require such information
to provide their services to such Owner or to a bank or other financial institution from which such Owner is
atiempting fo obtain financing, provided that a binding covenant is obtained from such consuitant or
financler, as the case may be, prior to such disclosure, which provides, Inter alia, that none of such
infarmation shall be disclosed by it to any other third Person or used far any purposes other than advising
such Owner or providing financing to such Owner, as the case may be.

'} However, the confidentiality obligation in this Clause shall not extend to information to the extent it is in the public
main, provided that specific items of information shall not be considered to be in the public domain mereily because
mare general information is in the public domain.

Notwithstanding the foregoing provisions of this Clause, any Owner which otherwise ceases to be bound by the
provisions of the Agreement shall nevertheless remain bound by the provisions of this Clause with respect to information
obtained hereunder or pursuant to this Agresment until and to the extent that such information is in the public domain.
1114. General Business Condugt

Except as otherwise provided herein, none of the Owners nor any of their Affiliates, directors, offlcers, consultants,
agents or employees shall give or recelve any commissien, fee, rebate, gift or entertainment of significant cost or value in
connection with this Agreement,

1115. Supersedes Previous Agreements
Unless otherwise provided in the Head Document, this Agreement supersedes all other previous agreements,

documents, writings and verbal understandings among the Owners relating to the Facility, and expresses all of the terms
and conditions agreed upon by the Owners with respect to the Fagcility.

1116, Time of the Essence
Time is of the essence in this Agreement.
1117. No Implied Covenants
The Owners have expressed herein their entire understanding and agreement concerning the subject matter of

Qs Agreement. No implied covenant, condition or term shall be read into this Agreement, nor shall any prior oral or
ritten understanding entered Into modify ar compromise any of the terms and conditions herein.
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‘1 B. Waiver of Relisf

The Owners acknowledge that any default, forfeiture or assignment provisions contained in this Operating
Procedure are reasonable and equitable. Each Owner waives any and all rights which 1t may have at law, in equity or by
the Regulations, against default, forfeiture or penalty if such provisions are invoked.

1119. Hestrictions

The Owners hereby agree that within the area of the Fagility, their respactive employees and the employees of
contractors and subcontractors employed thereon, shall not be permitted to;

a.
b.

G.

d.

possess, use, distribute or sell alcoholic beverages;
misuse legitimate drugs;

possess; use, distribute or sell iliicit drugs or non-prescribed prescription drugs or other controlled
substances; or

perform hereunder while under the influence of alcohol or any such other drugs or substances.

The Operator shall adopt and enforce work rules and shall use ts best efforts to include appropriate provisions in
all relevant contracts to uphold such restrictions.

@
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APPENDIX | of EXHIBIT "A" o
Agreement for the

Construction, Ownership and Operation of the
South East Hooker Gathering System

FACILITY AND FUNCTIONAL UNIT PARTICIPATION

101. Facility Participation and Functional Unit Participation

Exxon Mobil Ganada Energy 54.8822%
MFC Resource Partnership * 45.1178%
* Denotes Operator Total 100.0000%

102, Basis for Determination
{a) Facility Participation

The initial Facility Participation of each Owner has been determined and expressed as a
percentage representing the propaortion that each Owner's estimated investment value in
the Facility bears to the total aggregrate estimated investment value of all Owner's in the
Facility as per Appendix X of this Agreement..

(b) The initial Facility Participation shall be subject to a Capital equalization based upon a
Capital audit of Facility costs.

REVISION _D4
EFFECTIVE May 1, 2014



APPENDIX Il of EXHIBIT "A" to
Agreement for the

Construction, Ownership and Operation of the
South East Hooker Gathering System

DESCRIPTION OF FACILITY AND FUNCTIONAL

UNITS, MAP AND SCHEMATIC

101. Facility Description

The Facility shall include the 6" line running from 01-12-017-29 W4M to 12-22-017-29 W4M,
(License 34551 Line #43 and License 38946 Line #1)

1
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FACILITY MAP

2
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101.

102.

APPENDIX Ill of EXHIBIT "A" to
Agreement for the

Construction, Ownership and Operation of the
South East Hooker Gathering System

ACCOUNTING PROCEDURE

Accounting Procedure Chosen
Alternate _A immediately below shall apply as a schedule to this Appendix:

ALTERNATE A. The Accounting Procedure is the 1996 Petroleum Accountants
Society of Canada's Accounting Procedurs and has been
modified only as shown in Clause 103 hereof. The elections
chosen and values inserted are described in Glausse 102 hereof.

ALTERNATE B. The Accounting Procedure is unique to thls Agresment and is
attached hereto as Schedule A. .

RATES, ELECTIONS AND MODIFICATIONS TO THE
1996 PETROLEUM ACCOUNTANTS SOCIETY OF CANADA
(PASC) ACCOUNTING PROCEDURE AND EXPLANATORY TEXT

When using this model care should be taken to ensure consistency and avoid conflicts with the
bedy of the Agreement (which takes precedence).

Soime general areas which should be checked are:

References to the parties and approval process should be consistent with the Agreement. The
model refers to approval by the Owners, but the Agreement may refer to an Operating Committee.

Clauses 110, 111, and 112 in the model may be covered in the Agreement, in which case they
should be changed to refer to the appropriate clause in the Agreement. (These accounting
matters are best covered in the accounting procedure with reference to the Agreement.) |
Rates and Elections

The following clauses of the Accounting Procedure are modified to include the indicated
election,alternate, option or value: '

105, Operating Fund: 10 %
110.  Approvals: Clause 204 (g}; from; percent { %)

112,  Expenditure Limitations: -
{a) excess of Fifty Thousand dollars ($50,000.00)
{c) excess of Ten Thousand dolfars ($10.000.00)

202. Employee Benefits:
{b) exceed Twenty-two percent { 22%)

213.  Camp and Housing:
1
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(b} shall / shafl not- XX

216. Warehouse Handling:
Eive percent (5.0 %)

221.  Allocation Options:

CLAUSE _OPTIONS FOR CHARGING JOINT. ACCOUNT
Fixed $/ Month
Subject to Not subject Percentage Other
302 (e) to 302 (e) of Direct (SpeCIfya)
Cost (Wel/m™)

204 N/A | N/A N/A N/A
207(c) N/A N/A N/A N/A
212 N/A i N/A N/A N/A
2‘13(8) NIA N/A N/A NIA -
214 N/A N/A N/A NfA

302. Overhead Rates:
(a) Exploration Project _N/A_ percent (_N/A %)
OR

(1) ___ percent { ___ %); doflars (3 ___ )
2 percent { ___ %Y dollars {$ )
{(3) percent (___ %). .
(b) Drilling of a well _N/A percent { N/A_ %)
OR
(1) percent { ___ %); dollars ($ )
(2) percent { __ %) dallars ($ }
(3) ___ percent(___ %).
{c} Initial Construction percent { %)
OR
(1) _Five _ percent(_5 %) Fifty Thousand _ dollars ($ 50,000.00 )

(2) __Three  percent(_3_ %); _One Hundred Thousand doliars ($ __100,000.00)
(3) _One __ percent{_1_ %)

(d) Construction Project-____ percent ( %)

OR
(1) _Five  percent{ %) Fifty Thousand _ dollars ($ _ 50,000.00 )
(2) _Three percent ( 3 _ %) ___One Hundred Thousand _dollars (3 __ 100,000.00
(3) _One__percent (_1_ %).

(e) Operation and Maintenance:

(1) _Ten  percent{_10__ %) of Cost, and
{2) __N/A dollars ($ ___N/A Yar
(3) _NI/A dollars ($ _N/A ) '

Subclause 302(a)(2) and 302({e){3) hereof shall / shall not _XX

. 406.  Dispositions: _Fifty Thousand _ dollars($ 50,000.00 )
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103.  Modifications to the PASC Accounting Procedure.

The Accounting Procedure is madified as follows:
The clauses contained in the Accounting Procedure are deleted and replaced as follows:

Clause 102 - The Operator shall bill each Non-Operator on or before the last day of éach month
for its proportionate share of the Joint Account for the preceding month. Such bills shall be
accompanied by statements which identify the authority for expenditure, lease or faciiity, and all
charges and credits, summarized in accordance with the Joint interest Biling Exchange Chart of
Accounts as mast recently recommended from time to time by the Petrolfeumn Accountants
Society of Canada classliications, as a minimum.

In the event that production revenue settlement statements are submitted by the Operator,
sufficient volumetric, pricing, and revenue information by product, production month and year shall
be provided to ehable each Non-Operator to correctly calculate and record its income and pay its
obligations attached hereto. :

Subclause 107(b) - Subfect to Subclause 107(c) hereof, payment of any bills or requests for
advances shall not prejudice the right of the Non-Operator to protest or question the correctness
thereof; provided however, all bills and statements rendered to the Non-Operator during any
calendar year shall be presumed to be true and correct after the later of twenty-six (26) months
following the end of such calendar year or any approved extensions pursuant to Subclause 108(b)
of this Accounting Procedure, unless before the end of the said twenty-six (268) months or any
approved extensions pursuant fo Subclause 108(b), whichever is later, the Non-Operator
takes written exception thereto and makes claim on the Operator for an adjustment.

Subclause 108(d} - The status of all claims of discrepancies issued by the audit committee shall
be reported to the Owners within twelve {12) months of the date the claims were issued. Claims
reported as unresolved shall be submitted forthwith by the Operator to the Owners for resolution
in accordance with the provisions of the Agreement for resolution of disputes, or in the absence
of such provisions, in accordance with the Arbitration Act for the Province of Alberta. All
necessary adjustments resultmg from the Owners' resolution shall be reported by the Operator to
the audit committee and adjustments processed within thirty (30) days of the date of resolution.

Subclause 109(b) - The Operator shall maintain records of all Controllable Material stored at

foint-steck-locatiens a joint Warghouse.

113. Value Added Tax

(8) For refundable value added, goods and services or sales taxes, the Operator is
authorized lo make all elections and file all forms or documents required to administer
such taxes on behalf of the Joint Account, including any documents which are required to
deem all purchases of goods and sarvices to be purchases of the Oparator and all
recoveries to be recoveries of the Operator.

{(h) For all amounts payable by one Owner to any other Owner, including any payment as a
result of a breach of this Agreement, applicable value added, goods and services or sales
taxes and similar levies, shall be added to the amount payable unless the transaction is
covered under 113(a) above.

Subclause 201(a)(8) - Salaries and wages of the Operator's employees engaged in Production
Engineering who are &ither temporarily or permanently assigned o and directly employed off-site
in direct support of Joint Operations. [STANDARD PASC MQDIFICATION]

Subclause 207(d) - Maintaining and operating an On-Site Warehouse that is part of the Joint
Property. When additional operations or activities are served by the On-Site Warehouse, the cost
of maintaining and operating the On-Site Warehouse shall be allocated amang all operations and
activities served, on an equitable basis or as otherwise agreed to by the Owners pursuant to
Clause 216 of this Accounting Procedure. [STANDARD PASC MODIFIGATION]

"
2
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.Clause 406 - The Operator shall make timely disposition of idle and/or surplus Material, either
through sale to the Non-Operators or sale to other parties. The Operator may purchase, but shaii
be under no obligation to purchase, the interest of the Non-Operator's surplus Material. All sales
of Material, regardiess of Conditlon, the proceeds from disposition of which is greater than _fifty
thousand  dollars ($ _50,000.00__ } shall be subject to approval by the Owners. All other
disposals of Material shall be at the discretion of the Operator excepting sale to-the Cperator or its
Affiliates. Exceptions shall be priced pursuant to Clause 402 of this Accounting Procedure unless
prior approval by the Qwners is obtained.

Clause 501(b) - The Operator shail conduct an inventory of stock maintained in a Warehouse
which is part of the Joint Operations on a annual basls or as otherwise approved by the Owners.
[STANDARD PASC MODIFICATION]

104.  Warranty as to Modiffcations

Except as otherwise provided for in Clause 101, 102 and 103 hereof, the Accounting Procedure
published by the Petroleurn Accountants Society of Canada, 1996 (copyright) is hereby
incorporated in its entirety In the Agreement and the Parties so warrant that said Accounting
Procedure has been amended only to the extent set forth herein. :

4
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APPENDIX 1V of EXHIBIT "A" to

Agreement for the
Construction, Ownership and Operation of the
South East Hooker Gathering System

STRUCTURE AND SHARING OF
THE JOINT ACCOUNT

101,  Structure of the Jaint Account

The Joint Account for the Facility and all statements furnished to the Owners shall be segregated
by Functional Units and dividéd into Capital Costs and Operating Costs.

102.  Sharing_of Joint Account‘Amongst Owners

(a) The Owners shall reimburse Operator for Capital Costs and Operating Costs as follows:
{1 Capital Costs - in proportion to their Functional Unit Participations.

(1) Variable Operating Costs - Monthly on an interim basis in propartion to thelr
Functional Unit Participations which shall be subjest to annual adjustment
pursuant to Subclause (d) hereof.

(iif) Fixed Operating Costs - in proportion to their Functional Unit Participations.

{h) Operator shall distribute non-Owner fee income, as may be charged from time to time
pursuant to Clause 104 of the Appendix titted "CAPACITY USAGE", to the Owners
Menthly on an interim basis in propartion to their Functional Unit Particlpations and such
distribution shail be subject to an annual adjustment pursuant to Subclause (d) hereof.

(c) Operator shall distribute the Surplus Capacity usage charges, as may be charged from
time to time pursuant to Clause 103 of the Appendix titled "CAPACITY USAGE", to the
Ownefs Monthly on an interim basis on available excess capacity and such distribution
shall be subject to an annual adjustment pursuant to Subclause (d) hereof.

(d) Operator shall, within one hundred-and eighty (180) Days of the end of the preceding year
adjust the distribution of the costs, fee income and Surplus Capacity usage charges made
pursuant to Subclauses (a), {(b) and (c) hereof to reflect the following basis for sharing:

)] Operating Caosts and non-Owner fee income {Operating Cost Component) shall
be shared by the Owners on the basis of each Owner's volume of Inlet
Substances.

{ii) Surplus Capacity usage charges and non-Owner fee income (Capital

Component) shall be shared by the Owners contributing Surplus Gapacity on the
basis of each such Owner's prorated share of Surplus Capacity so cantributed.”

1
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APPENDIX V of EXHIBIT "A" to

Agreement for the

Const‘ruction, Ownership and Operation of the

South East Hooker Gathering System

CAPACITY USAGE

104,  Determination of Caglacity

_ The Capacity shall be redetermined by Operator, for the approval of the Operating Committee pursuant to
Subclause 204 (e) of the Operating Procedure, at reasonable intervals to take Into consideration prevalling
operating conditions. If the sum of all Owners' and non-Owners' average daily throughput for any given Month
exceeds the Capacity of that Functional Unit, then Operator shall deem the actual throughput to be the Capacity
for all Accounting purposes for that Month and shail refer the matter to the Operating Committee for decision as to
whether or not Appendix IV, Table | Capacity should be revised.

102.  Owner Surplus Capacity Usage

(8) Determination of utilized Surplus Capacily

(D)

(ii)

Operator shall determine each Owner's throughput through each Functional Unit on a
Monthty basis.

Operator shall determine each Owner's Surplus Capacity or utillzed Surpius Capacity in
each Functional Unit for the period specified in Paragraph (i) of this Subclause 102 (a) by
taking the difference between each Owner's average daily throughput and that Owner's
Capacity Ownership in the respective Functional Unit.

Operator shall prorate the total utilized Surplus Capacity in a Functional Unit to those
Owners with Surplus Capacity in the proportion that their respective Surplus Capacities
bear to the total Surplus Capacity In the Functional Unit,

If more than one Owner desires fo utilize Surplus Capacity, such Surpius Capagcity shall
be prorated among the Owners desiring to utilize i for the processing of Owner’s
Substances, in the proportion that each Owner's Functional Unit Partigipation in that
Functional Unit bears to the total Functional Unit Partisipation of all Owners desiring to
utilize such Surplus Capacity in that Functional Unit. If under the foregaing prorationing,
an Owner Is eligible to utilize more of the Surplus Capacity than such Owner desires i
utilize, that Owner shall be allocated only its desired share of Surplus Capacity, which
share of Surplus Capacity shall be subtracted from the total Surplus Capacity available.
The remaining Surplus Capacity shall be prorated in the above manner to the other
Owners untit all of the Surpius Capacily is fully utilized.

(b Calculation of utilized Surplus Capacity charge

(M

An Owner that has utilized Surplus Capacity in a Functional Unit shall pay a utiized
Surplus Capacity charge of $0.74 / 10°M°

The above fess are for fixed capital expenses only. Operating costs will be proportionate t6 throughput and

adjusted annually.
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(it} Operator shall, at reasonable intervals but at least once for every Year, perform a
calculation on the Surplus Capacity of each Owner in the Facility. If performed annuatly,
such calculation shall be performed within one hundred and elghty (180) Days of the end
of the preceding Year. The calculation performed hereunder shall result in a utilized
Surplus Capacily charge being made to those Owners ulilizing Surplus Capacity, and a
credit of such amounts to the Owners furnishing Surplus Capacity.

103. Non-Owner Capacity Usage

Capaclty Ownership not utilized by an Owner for it's Owner's Substances or from praduction from a well
where Owner's Substances are unavoidably commingled with Outside Substances, may be allocated by the
Operator to non-Cwners. All requests received from non-Owners who wish to utilize Surplus Capacity for
handling or processing of Quiside Substances shall be referred to the Operator. Operator shall seek approval of
the Operating Committee prior to commiting the Fagility or any Functional Unit Capacily to be used be a non-
Owner.

Operator shall charge each non-Owner utilizing a Capacity usage fee of $1.73 / 10°M°
The above are fixed and include both capital and operating costs. No annual adjustments will be made.

104.  Distribution of Surplus_Capacity and Non-Owner Capacity Usage Charges

Distributions of charges made pursuant to Clauses 102 and 103 hereof shall be performed by Operator as
provided in the Appendix titled "STRUCTURE AND SHARING OF THE JOINT ACCOUNT™.

105.  Order of Cuthacks

(a) If the Fagility or a Functional Unit cannot handle all Inlet Substances the Owners and non-Owners
wish to defiver to the Facility or to such Functional Unit on any Day, the Inlet Substances shall be
cut back as follows:

(i) non-Owner volumes heing handled on an interruptible basis; followed by
(i) Owner volumes in excess of such Owner's Capacily Ownership; followed by

(iii) Owner volumes, and non-Owner volumes being handled on a firm service basis, in the
proportion that the sum of Owner's Capacity and Capacity committed to firm service
bears to the total available Capacity of the Facility or Functional Unit, whichever is
applicable.

{b) For the purposes of cutbacks, non-Owner volumes produced from a well jointly owned by an
Owner and a non-Owner in an upavoidably commingled stream and delivered to the Facility shalll
be deemed to he Owner’s volumes, provided that such nen-Owner volurnes are within that
Owner's Capacity Ownership. Non-Owner volumes exceeding an Owner's Capacity Ownership
shall not be deemed to be Owner’s volumes. All non-Owner volumes shall be subject to non-
Owner Capacity usage fees as further set out nerein.

{c) Intermittent cutbacks during a Day that may be necessary pursuant to this Clause shall be made
at the Operator's discretion exercised reasonably, and applying the principles described in
Subclause (a) hereof to the extent possibie.

2
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TABLE I
CAPACITY

The Capacity of the facilrity_i_s 563 E°m® / day @ 380 PSIG
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101-. Insurance

(@)

ALTERNATE A.

(b}
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APPENDIX VI of EXHIBIT A" to

Agreemeht for the

Construction, Ownership and Operation of the

South East Hooker Gathering System

INSURANCE

Without in any way limiting the obligations or liabilities of Operator, Operator shall also comply
with the provisions of ALTERNATE B immediately below: .

Operator shall, prior to the commencement of Joint Operations, hald or cause to be held with a
reputable insurance company or companies, and thereafter maintain or cause to be maintained
for the Joint Account and benefit of the Owners and their respective Affiliates, directors, officers,
consultants, agents and employees, the insurance hereinafter set forth and any other insurance
which is specifically required to comply with the Regulations. The insurance required pursuant to
this Subclause shall, subject to Subclause 101 (d), be as follows:

(M)

(ii)

(il

0

Automobile Liability Insurance covering all motor vehicles or snowcraft and all terrain
vehicles, owned and/or leased, operated or licensed by Operator and used in Joint
Operations, with an inclusive bodily injury, death and property damage limit of

dollars ($ ) per accident;

Commercial General Liability Insurance with an inclusive bodily injury, death, and property
damage limit of dallars ($ ) per occuirence, and, without
restricting the generality of the provisions of this Paragraph, such coverage shall include,
but not be fimited to, Employer's Liability, Employer's Contingent Liability, Contractual
Liability, Contractor's Protective Liability, Products and Completed Operations Liability,
and, such policy shall {shall not include Pollution Liability;

If aircraft are used, Aircraft Liability Insurance covering all aircraff, owned, leased,
operated or licensed by Operator and used in Joint Operations, with an inclusive bodily
injury, death and property damage limit of dollars ($ ) per
OCCUITEnce; '

If required, Builder's Risk Course of Construction Insurance in an amaunt not leas than
the full value of any work being performed in respect of the Initial Consiruction or any
Enlargement, which shall cover all risks of physical lass or damage to the Facility or the
work being performed in.respect thereto, including ail machinery, materials and supplies
af the site of such work, in transit thereto and intended to become a part of the finished
work, or on site awaiting erectian or installation, testing or final acceptance by Operator;
and

If required, Wrap-up General Liability Insurance for a combined single limit of

dollars (§ ) for each ocourrence or accident, including property
damage, bodily injury (including death at any time resulting therefroin) and personal
injuries sustained by any person because of bodily injury or destruction of property
(including loss of use or occupancy), and contractual liability and employer's liability.
Such coverage shall extend to include contractors and sub-contractors as additional
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insureds In c’onnectton with the work. The policy should pravide far coverage during the
term of Initial Construction er any Enlargement, including twelve (12) Months completed
operations liability.

ALTERNATE B.

(b)

Operator shall, prior to the commencement of Joint Operations, hald or cause o be held with a
reputable insurancé cormpany or companies, and thereafter maintain or cause to be maintalned
for the Joint Account and benefit of the Owners and their respective Affiliates, directors, officers,
consultants, agents and employees:

(1) insurance that is specifically required to comply with the Regulations.

(ii) Shall fshall not _X_ provide Builder's Risk Course of Construction Insurance in an
amount not less than the full value of any work heing performed in respect of the Initial
Construction or any Enlargement, which shall cover all risks of physical loss ordamage to
the Facllity or the work: being performed in respect thereto, including all machinery,
materials and supplies at the site of such work, in transit thereto and interided o become

_a part of the finlshed work, or on site awaiting erection or Iinstallation, testing or final
“acceptance by Operator; and

(iii) Shall ___/shall not _X_provide Wrap-up General Liability Insurance for a combined single
limit of NfA doltars {($ N/A) for each occurrence or acgident, Including property damage,
badily injury (including death at any time resulting therefrom) and persenal injuries
sustained by any person because of bodily injury or destruction of property (including loss
of use or occupancy); contractual liahilily and employer's liability. Such coverage shall
exiend ' fo include contractors and sub-contractors, as additional insureds, in connection
with the work. The policy should provide for coverage during the term of [nitial
Construction or any Enlargement, including twelve (12) Menths' completed operations
llability.

The following conditions shall be applicable to the ALTERNATE which s specified:

©

(d)

()

EXHIBIT “A%, APPENDIX VIIL, NC. __, REVISION __, CORRECTION __, MAIL BALLOT NO. __, EFFECTIVE

It is the intention of the Owners that, except as provided in Subclause 101 (b) of this Appendix
and in Article V of the Operating Procedure, the cost of any accident, loss or any claim of or
liability to third parties or to each other for bodily injury, death or property damage arising out of
any Joint Operation shall be borne Iindlvidually by the Owners In praportion to their respective
Functional Unit Participations in the aifected Functional Unit, insofar as the matter relates to such
Functional Unit, and in proportion to their respective Facility Participations in all other cases.

Operator shall provide information regarding deductibles specified for each accident or
oceurrence in any insurance policy maintained for the Joint Aceount {0 any Owner who requests in
writing such information. Operator shall maintain deductibles in accordance with its internal policy
unless otherwise directed by the Operating Committee.

(1) If the pelicles which Operator is required to obtain or maintain for the Joint Account are, in
Operator's reasonable opinion, unavailable or available only at an unreasonable cost,
then Operator shall promptly notify the Owners, in order that the Operating Committee
may redetermine the policies which shall be held for the Joint Account. Subject to the
provisions of this Clause, policies.obtained for the Joint Account pursuant to this Clause
may contain terms, conditions or exclusions affecting or imiting the risks covered thereby
or the circumstances under which the insurer may be required to indemnify or
compensate the Owners thersunder, provided that such terms, conditians or exclusions
are, in Qperator's reasonable opinion, the best available from the markeiplace on
reasonable terms and ordinary or appropriate. However, Operator shall obtain the prior
approval of the Operating Commitiee with respect to any such change which is made
after the relevant policy or policy renewal has been acquired for the Joint Account.
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{li) Except as provided in subparagraph (), failure by the Operator to maintain the insurance
required to be maintained for the Joint Account shall be deemed to be Gross Negligence.

) If Opsrator makes any payments with respect to any losses, damages, claims or liabilities arising
out of Jaijnt Operations which are covered by insurance policies maintained for the Joint Account
hereundsr with the approval of the insurers thereof or if Operator makes any payments authorized
hereunder with respect to any other losses, damages, claims_or liabilities arising out of such
operations, such payments shall be a charge for the Joint Account. However, Operator shall
diligently attempt to process its claims under such policies with respect to such losses, damages,
claims or Habilities, and shall promptly crédit the Joint Account the amount it ultimately recovers
under such policies. Insofar as such charge is one which is not to be borne for the Joint Account .
pursuant to Article V of the Operating Procedure, Operator shall adjust the Joint Account
accordingly at such time as it is determined that the charge is not to be borne for the Joint
Account.

(g) Operator shall use reasonable efforts to ensure that each insurance policy maintained for the
Joint Account pursuant to this Clause includes:

{i) a provision that coverage Is primary to any other coverage carried by the Owners (other
than coverage maintained by an Owner to reduce its exposure to a deductible);

(i) a provislon that such policy shall survive the default or bankruptcy of the insured for
claims arising out of an event before such default or bankruptey; and

(i) a provision that the insurer shall provide Operator with sixty (680) Days' written notice of
canceltation of such policy.

(h) Each Owner shall be responsible for insuring its own interest in the Faciiity with respect to physical
damage to property, loss of income, Operator's Exira Expense, Seepage, Pollution,
Contamination and Clean-up costs relating to the well{s) and any insurance other than that
referred to in the ALTERNATE specifled in Subclause 101 {a) of this Appendix, Each Owner shall
ensure that each policy maintained by it for its own account hersunder shall contain a waiver of all
rights, by subrogation or otherwise, against the other Owners and their respective Affiliates,
directors, officers, consultants, agents, contractors and employees.

) Operator shall provide each Owner with notice of damages or losses incurred hereunder as soon
as practicable after the damage or loss has been discovered. Operator shall provide the Owners
with- such assistance and materials as is required to substantiate such damages or losses for the
purposes of the Owners' Insurance coverage.

() Operator shall, with respect to Joint Operations, use every reasonable effort to have its
contractors and sub-contractors:;

{i) comply with all-Regulations applicable to workers employed by them; and

(if} carry such insurance in such amounts as Operator deems necessary, provided that such
Insurance policies shall eithar include walvers of all rights, by subrogation or otherwise,
against the Owners and their respective Affiliates, directors, officers, consultants, agents,
contractors and employees, or include the Owners as insureds under such policies.
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APPENDIX VIl of EXHIBIT "A" to

Agreement for the
Construction, Ownership and Operation of the
South East Hooker Gathering System

SPECIFICATIONS OF INLET SUBSTANCES AND FACILITY PRODUCTS

101,  Inlet Substances Specification

(a)

(c)

(d)

(e)
(f)

(e}

()

All Owner's Inlet Substances delivered to the Factlity shall be of a kind, quality and composifion
and at a temperature and pressure so as to be within the design and operating parameters of the
Facility; and

All Owner’s Inlet Substances delivered to the Facility shall be free from substances in such
quantities that may obstruct, damage or be detrimental to the operation of the Facility or that may
result in Owner’s Inlet Substances having objettionable odours, solld matter, dust, gums and gum
farming constituents which might affect its merchantability or cause injury to or interference with
the proper operation of the lines, regulators, metering facilities or other appliances through which
such Owner’s Inlet Substances flows;

The temperature for Inlet Substances delivering to the Facility shall not exceed sixty degrees
Celsius (60"

H.S content of Inlet Substances shall not exceed the anticipated licenced limited of three point
five percent (3.5%) for the Facility.

No free water shall enter the Facility without prior permission of the Operator;

Condensate rates for Inlet Substances delivering to the Facility shail not exceed 067438 m¥e®m?
without prior permission of the Operator;

Hydrates shall be controlled with methanol injection. All methanol used in the Facility must be In
the form of “inhibited" methanol which is compatible with the gathering sysiems downstream of
the Facilitles; and

The Operator will conduct a corrosion control program, which is compatible with the gathering
systems downstream of the Facilities.

102.  Acceptance of Inlet Substances

Inlet Substances delivered to the Facility Inlet which are not in strict compliance with Clause 101 of this

Appendix:
(a)

(b)

may be accepted into the Faclility provided that the off-specification is, in Operato'r's opinion, not
injurious to the Facllity and not at risk of contaminating other Inlet Substances or Fagility Products
assaciated with the Facility; and

shall be refused acceptance into the Facility immediately upon detection by Operator of the off:
specification condition if Operator is of the opinion that off-spacification Inlet Substances are likely
to be injurious to the Facility or a contaminant to other Inlet Substances, or Facility Products.
Immediate refusal shall nonetheless require Operator to shut-in the inlet stream affected by the
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off-specification Inlet Substances in a manner which will minimize flaring and losses. The
Operator shall immediately notify the Owners of the aifected Inlet Substances that the inlet stream
has baen shut-in. '

An Owner may request that the acceptance or refusat of off-specification Inlet Substances be referred to
‘the Operating Commiittee for a decision, '

103. Facility Products Specification

The Facility Products will be compatible with the inlet specifications of the Mazeppa gas gathering system
and the Mazeppa gas plant.
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APPENDIX VIl of EXHIBIT "A" to

Agreement for the
Construction, Ownership and Operation of the
South East Hooker Gathering System

FACILITY PRODUCT ALLOCATION PROCEDURE

The Operator shall determine and monitor the volume of Inlet Substances produced by or on behalf of each
Owner and non-Owner and shall allocate a proportional amount of such Inlet Substances less any Inlet -

Substances consumed as fuel or lost due to flaring and metering differences, to each Owner and non-Owner at
the Facliity Outlet.
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APPENDIX IX of EXHIBIT "A" to
Agreement for the

Construction, Ownership and Operation of the
South East Hooker Gathering System

MEASUREMENT

101.  Measurement Equipment

{a) All Inlet Substances or, as the context so requires in this Article, Facllity Products shall be
measured at the Facility Inlet or at the Facility Qutlet, as the case may be, by suitable meters or
gauges of standard make, furnished, installed, operated and maintained by Operator for the Joint
Account.

(b) Effluent from each well producing Inlet Substances (hereinafier called "Well Effluent") shall be
metered. Well Effluent metering (hereinafter cailed the "Well Effluent Meters") and sampling
equipment shall be installed by the applicable well owner at its sole cost risk and expense. Well
Eifluent Meters and sampling equipment shall be of a make and shail be installed in & manner
and at a location as approved by Operator. Operator shall, on behalf of and for the sole account
of the well owner in question, operate or be in control of all Well Effluent Meters and sampiing
equipment,

{c) Where during any Month the volume of Well Effluent measured by the Well Effluent Meters and
defivered to a Facility Inlet Is different from the volume of Inlet Substances measured at the
respective Facility Inlet, the volume as measured at the Facility Inlet shall be assumed to be
correct uniess it is proven by test that the Facility Inlet meters are incorrect. The correct volume
of Inlet Substances shall be prorated by Operator to each well or stream upstream of the Facility
Inlet in proportion that the volume of Well Effluent measured by each Well Effluent Meter bears to
the total volume of Well Effluent measured by alt Well Effluent Meters. Operator shall make
arrangement with the owners of Well Effluent Meters to provide accurate measurement data when
required to settle measurement differences which may arise pursuant to this Subclause. Any
dispute as to the proration by Operator of Inlet Substances shall be referred to the Operating
Committee whose decision shall be final and binding.

102. Samples

Samples of Well Effiuent shall be collected and an analysis made by Operator as s500n as the Facility is
placed in operation and at such reasonable intervals thereafter as deterrnined by Operator and as specified by the
Regulations.

103.  Aimospheric Pressure

The atmospheric pressure at the point of mea_surer_ne'nt shall be assumed te be constant at ninety-one
point saven Kilopascals (81.7 kPa).
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. APPENDIX X of EXHIBIT "A" to

Agreement for the
Construction, Ownership and Operation of the
South East Hooker Gathering System

INVESTMENT VALUES

101.  Estimated Initial Construction Costs

The estimated as built costs of the Fagility to the completion of Initial Construction are as follows.

AFE AFE Total Cost Ownership
ExxanMobil Canada $ 567,510 $ 567,510 54.8822%
Esprit Exploration Ltd. 171,418 171,418 16.5773%
Compton Petroleum 224 673 $ 70,450 295,123 28.5405%
Total Cost $ 963,601 $ 70,450 $ 1,034,051 100.0000%

102.  [nitial_Construction As Built Costs

. The as built costs of the Functional Units at the completion of Initial Construction are as follows.
COST
FUNCTIONAL UNIT [£3)

103. Revised As Buiit Costs

The as built cosis of the Functional Units, as revised by Mail Ballot , are as follows.

COST
FL!NGTIONAL UNIT [£3)

104,  History of Revisions tg Investment Values
{a) Revision No.
Mail Ballot:
Description:
(b) Revision No. _____
Maii Ballot:

Description:
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APPENDIX Xl of EXHIBIT "A" to

Agreement for the
Construction, Ownership and Operation of the
South East Hooker Gathering System

ENLARGEMENT

101.  Notice énd Elections

Any Owner wishing to enlarge the Facility shall give notice to the Operator statlng the purpose of the
proposed Enlargement and such other information as the Operator may reasonably require, Pursuant to Clause
102 of this Appendix, the Operator shall prepare and submit an Enlargement proposal to the Operating Committee
for approval which, subject to each Owner's rights under Clause 103 of this Appendix, shall consider its
compatibility with the existing Facnllty The Operating Committee shall also approve a mathodology to allocate the
cost of previous capital investment In commeon facilities which the Entargement significantly utlizes. Common
facilities include, but are not limited to, steamn facllltles, power facilities, office facilitles, warehouse fac|||t«es or
roads.

Upon approval by the Operating Committee, the Operator shall issue a notice to each Owner and each
Owner wishing to participate in the Enlargement (the "Participating Owner”) shall give the Operator written advice,
within thirty (30) Days of receipt of notice, of its capacity nomination in the Enlargement. No Owner shall be
obligated to participate in an Enlargement.

The Participating Owners and the Operator shall promptly consult to determine the design and
construction of the Enlargement, which shall be approved by unanimous consent of the Participating Owners. If
the original scope of the Enlargement, as defined in the Enlargement proposal, Is revised, then a new
Enlargement proposal shall be issued to the Operating Committes. When the final design of the Enlargement has
been approved, the Operator, on behaif of the Participating Owners, shall proceed with the construction thereof at
the sole cost, risk and expense of the Participating Owners in proportion to each Participating Owner's capacity
nomination. The Oparator shalt carry out the construction with as little interference as possible in the operation of
the Facilities. Should it be necessary to shut-down the Facilities in order to tie-in the Enlargement, the time of
shut-down and subsequent start-up shall be determined by the Operator who shall give notice to all Owners. The
cost shall be limited to the diract cost of shut-down and subsequent start-up and shall be bome by the Participating
Owners.

102. Information in the Enlargement Proposal

The Enlargement proposal shall specifically identify the purpose of the Enlargement, the proposed
process, capacily estimates, location of facilities, construction timing, description of how the Enlargement will be
integrated with the existing Facilities and an estimate of capital and operating costs. The Enlargement proposal
shall also include a methodelogy to allocate the cost of previous capital investment in common facilities which the
Enlargement significantly utilizes.

103.  Adjusiment of Facility and Functional Unit Participation, Capacity and Capacity -O\Jvnershig

(a) Notwithstanding other provisions in this Agreement, an Owner that doss not participate in an
Enlargement {(a "Non-Participating Owner") that will result in a new Functional Unit shall be
entitled to the same Capacity in existing Funclional Units that it would have otherwise been
entitled to had the Enlargement not proceeded,
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104.

{b)

(c)

1G5.

(b)

(d)

® ®

Notwithstanding other provisions in this Agreement, a Non-Participating Owner in an Enlargement
that will become part of an existing Functional Unit shall be entitled to the Capacity in the enlarged
Functional Unit it would have otherwise been entitled to, had the Eniargement not proceeded.

Upon completion of the Enlargement, in the case of an Enlargement to an existing Functional
Unit, the Functional Unit Participation shall be redetermined hased on the total of each Owner's
capacity in the Enlargement and such Owner's Capacity in the Functional Unit prior to the
Enlargement. ' :

Equalization of investments In the enlarged Functional Unit and in the common facilities as
described in Clause 101 of this Appendix, shall be conducted by the Operator In the manner .
approved by the Operating Committee.

Capacily of Enlarged Functional Unit

(@)

Notwithstanding other provisions in this Agreement, the new Capacity for an enlarged Functional -
Unit shall reflect Capacity confributed through previous capital expenditures in the Functional Unit
and Capaclty contributed through capital expenditure in the Enlargement. Should there be any
doubt as to the change in actual Capacity resulting from the Enlargement, a Capagcity test shall be
conducted if:

(i)  approved by the Operating Committee, in which case the costs of the Capacity test shall be
borne by all Owners in accordance with their Functional Unit Participation;

(i) requested by the Non-Participating Owners, in which case, if not approved by the Operating
Committee, the costs of the Capacity test shall be borne by the Non-Participating Owners;
or

(i) requested by the Participating Owners, in which case, if not approved by the Operating
Committes, the costs of the Capacity test shall be borne by the Pariicipating Owners.

If a Capacity test is conducted, subject to Subclause 104 (a) of this Appendix, the actual Capacity
of the Enlargement, as approved by the Operating Committee, shall be retroactive to the earlier of
the first Day of the Month following;

(i} the date-of approval by the Qperating Committes to conduct the Capacity test; or

(i)  the date of request to conduct the Capacity test.

Table | Capadity in Appendix IV shall be revised by the Operator to reflect the Capacitfes resulting
from the Entargement.

Patticipating Owners' Rights

The provisions of the Operating Progedure relating to the rights, dutles, liabilities and obligations of the

Operator and the Owners shall apply with such modifications as the context may require among the Participating
Owners with respect to the construction and start-up of the Entargement.

1086.

Non-Pardicipating Owners' Rights

The Non-Participating Owners shall not bear any portion of the Capital Costs of an Enlargement. If a new

Functional Unit is added as part of the Enlargetment, the Operator shall review the Appendix which covers the
structure and sharing of the Joint Account to determine if a revision is required. If a revision is required, the
Operator shall propese a ravision to the Operating Committee.

107.

Liabiity during Construction of Enlargement
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The Participating Owners in an Enlargemenf shall indemnify the Non-Participating Owners against all
direct costs and liabilities associated with construction and start-up of the Enlargement and agree to be liable for
any damage caused to the existing Facility as a result of construction and start-up of the Enfargement. The

Participating Owners shall not be responsible for loss of profits or production of the Non-Participating Owners due
to a shut-down of the Facilities to tie-in the Enlargement.
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APPENDIX XiI of EXHIBIT "A" to .
Agreement for the

Construction, Ownership and Operation of the
South East Hooker Gathering System

DISPUTE RESOLUTION

101.  Definitions

In this Appendix, In addition to all terms herein before defined, the following words and phrases shall have
the following meaning namely:

“Dispute” means any dispute or controversy amongst any of the Owners and/or any of the
Owner(s) and Operator concerning any matter arising out of this Agresment; except that any
matter which is within the powers of the Operating Committee and which has been voted on by
the Owners pursuant to Article [l of the Operating Procedure shall be deemed to be a matter not
in dispute.

102.  Disputes Initially Referred To Mediation

The Owners will attempt to resolve any Dispute through consultation and negotiation in good faith. If
those attempts fail, an Owner may, by rotice to the other Owners at any time during those negotiations, request
the other Owners to attempt to resolve that Dispute through mediation, including with that notice sufficient detail to
enable the other Owners to understand the issues that remain in dispute. The Owners will attempt to agree on the
selection of a mediator within ten {10) Days of receipt of that notice, unless an Owner gives notice to the other
Owners within that period that it is not prepared to proceed with mediation respecting that Dispute. If the Owners
are praceeding with a mediation and are unable to select a mediator within that period, any Owner may deliver a
written request to the Canadian Foundation for Dispute-Resolution to select, within two (2) business Days of the
receipt of that request, a mediator qualified by education and experience to resolve that Dispute, and the Owners
agree that the person so selected will be the mediator for the Dispute. Unless otherwise unanimously agreed, the
Owners will commence a mediation within twenty {20) Days of the setection of the mediator. The mediation will
continue until the Dispute is resolved, or an Owner serves notice to the other Owners that it wishes to terminate
the mediation, or the mediator makes a written determination that the Dispute cannot be resolved through
mediation, or sixty (60) Days pass after the receipt of the original notice, whichever occurs first, All Owners which
participate in or-are affected by the mediation will each bear their own costs associated with a mediation, but will
share the common costs of a mediation based on their Facility Participation, including, without limitation, the cost
of the mediator.

103.  Arbifration Proceedings

Unless a Dispute has otherwise been resolved, any dispute described in Alternate _A_ below shall be
submitted to binding X _/ non-binding arhitration in accordance with the provisions of this section:

ALTERNATE A. Any Dispute which the Agreement specifically provides to be resolved by
arbitration; or

ALTERNATE B. Any Dispute.

Any such arbitration and any other arbitration the Owners agres to conduct hereunder will be ¢onducted
under the Commercial Arbitration Rules of The Canadian Foundation for Dispute Resolutton.
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104.  Location of and Representation at Mediation and Arbitration

The place for mediation and arbitration shall be Calgary, Alberta. Any Owrner may have another Owner,
provided that other Owner agrees to seme in writing, represent their interests in the dispute resolution.

105.  Interim Relief

All limitation perlods respecting the commencement of an action will be stayed during the period that the.
Owners are aftempting to resolve a Dispute under Clauses 102 and 103 of this Appendix. An Owner may, at any
time it believes is necessary to protect its interest, seek inferim or provisional relief, in the form of a temporary
restraining order, preliminary injunction or other interim equitable rellef goncerning a dispute under this Agreement, .
notwithstanding anything to the contrary in this Appendix.
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APPENDIX XIII of EXHIBIT "A" to
Agreernent for the

Construction, Ownership and Operation of the
South East Hooker Gathering System

ENVIRONMENTAL MATTERS

This Environmental Matters Appendix shall become effective pursuant to the provisions of Clause 211 of
the Operating Procedure. Any decisions to be made by the Operating Committee pursuant to this Appendix XIV
shall be made In accordance with Clause 204 (e) of the Operating Procedure.

Audit Provisions
101.  The initial environmental audit may be conducted at any time foilowing the effective date of this Appendix,

but no later than three (3) years following the effective date of this Appendix, in accordance with Clause 103
hereof. :

102, Subsequent environmental audits shall be conducted at a maximum five (5) year intervals in accordance
with Ciause 103 hereln unless otherwise determined by the Operating Committee.

103.  An environmental audit relating to the Joint Operations hereunder shall be conducted by:

() a competent internal or third party environmental auditor chosen by the Operator and approved by
the Operating Committee. Prior to execution of the audit the Operating Committee shall approve
the "Terms of Reference” that define the type of environmental audit to be done and the standards
to be included in the assessment and that include, but are not necessarily limited to, the scope of
waork, the name(s) of the flrm or representative who will conduct the work, the schedule and the
estimated cost, including rates of remunaration and expenses. The costs of such audit shall be
barne by all Owners at their Facility Particlpations. Deficiencles disclosed by such audit shall be
dealt with by the Operator in accordance with Clause 104 hereof;

(i) a competent internal or third party environmental auditor chosen by an Owner or Owners, who -
shall give reasonable writlen notice to Operator and the ather Owners of the intention to conduct
an environmental audit, which Owner or Owners shall bear the total cost and risk thereof.
Deficiencies identified by such audit and disclosed to the Operator and other Owners shall be
dealt with by theé Operator in accordance with Clause 104 hereof: or

(i)  both.

104,  The Operator shall expedite consideration of the findings of the environmental audit referred to in Clause
103 hereof and within elght (8) weeks of receipt of the environmental audit report, shall present for
appraval of the Operating Committee a plan for resolution or remediation of any identified deficiencies. A
deficiency that is & violation of the Regulations shall be remedied as quickly as possible. Within three (3)
Months of the completion date of deficiency remediation specified in the Operator's plan, Operator will
provide the Owners with-a detaiied report on such rémediation. f the deficiencies have not been
corrected adequately or in a timely manner, the Qperating Committes may authorize any other Owner or
Owners o complete such deficiency remediation at the axpense of the Joint Account and such Owner or
QOwners shall be subrogated to the Operator's rights pursuant to Article VI of the Operating Procedure.

105.  Environmental audit reports and communications relative to environmental issues as referenced in Clause
103 shall not be disclosed to any party who is not an Owner without the express consent of all the Owners,
uniess required by the Regulations or court order. ‘

f
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. 106.  Each environmental audit shall be conducted s0 as to cause a minlmum of inconvenience to Operator, If
two (2) or more Owners desire to conduct audits, such Owners shall make every reasonable effort to
conduct Joint or simultaneous audits.

9
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Agreement for the
Construction, Ownership and Operation of the
Hooker East Compression and Gas Gathering System

HEAD DOCUMENT

This Agreement is dated as of the first day of October, 2000.
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WHEREAS the Owners desire to enter into an agreement to provide for the construction,
ownership and operation of the Facility to compress and transport Inlet Substances to a gas processing
plant.

Owners hereby agree as follows;

ARTICLE |

INTERPRETATION
101, Defipitions

All capitalized terms used herein shall have the meaning assigned in the Operaling Procedure
and, in addition, the following words and phrases shall have the following respective meanings, namely:

{a) "Effective Date" means October 1, 2000; and

{b) "Owner's Substanges” means an Owner's working interest or royaity interest share of
production from any well connected to the Facility that meets the specifications set out in
the Appendix titled "SPECIFICATIONS OF INLET SUBSTANCES AND FACILITY

PRODUCTS"

102.  Headings

The headings of the Articles and Clauses of this Agreement have heen inserted for convenience
of reference only and shall not affect the interpretation hereof,

103. References

Unless atherwise expressly stated the words "hereinbefore”, "hereinafter”, "hereunder”, "herein”,
and "hersof" in the Head Document refer to the provisions of this Head Document and references to
Articles, Clauses, Subclauses or Paragraphs in the Head Document refer to Articles, Clauses,
Subcdlauses or Paragraphs of this Head Document.

104. Conflicts

If any provision contained in this Head Document confiicts with a provision contained in Exhibit
"A", the provision in the Head Document shall prevail. If any provision contained in an Appendix conflicts
with a provision contained in the Operating Procedure, the provision in the Operating Procedure shall
prevalil, except when using a defined term in the Appendix titled *ACCOUNTING PROCEDURE", ih which
case the meaning assigned to that term in the Appendix fitled "ACCGOUNTING PROCEDURE" shall
prevait for the purposes of the Appendix titted “ACCOUNTING PROCEDURE”. If there is a conflict
between any provision in this Agreement and the Regulations, the Regulations shall govern, except that
the allocation of responsibility for losses as provided herein (including, without restricting the generality of
the foregoing, Article V of the Operating Procedure) shall govern the relationship of the Owners. If there
is 8 conflict as provided above, the Head Document, the Operating Procedure or the Appendix, as the
case may be, shall be modified accordingly to the extent necessary to resolve such conflict and, as so
modified, shall continue in full force and effect.
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ARTICLE Il

EXHIBIT "A"

201.

Exhibit "A"

Exhibit "A", being the Operating Procedure and a series of Appendices, which sels forth certain

business and technical matters relating 1o Joint Operations, is attached hereto and forms part of this
Agreement. Only the following Appendices, as indicated below, are part of this Agreement:

C)

{b)

(c)

(d)

(e

(f)

{9)

(M

FORMS PART OF THIS
AGREEMENT AS
APPENDIX NO.:

PFACILITY AND FUNCTIONAL UNIT PARTICIPATION"
which describes the Faciliies which are subject to this 1
Agreement and the ownership each Owner has in such Facility;

"DESCRIPTION OF FACILITY AND FUNCTIONAL UNITS,

MAP AND SCHEMATIG"

which provides the descriptions which are necessary to identify ]
the location of the Facility, the Functional Units and may also

include schematic diagrams and maps related to the Facilities;

"ACGOUNTING PROCEDURE"

which describes the costs and related credits the Operator is

allowed to bill the Owners, which, in respect to Joint Operations

conducted hereunder, the Operator has incurred on behalf of the i
Owners and certain other rights, obligations and limitations

related to the Joint Account;

"STRUCTURE AND SHARING OF THE JOINT ACCOUNT"

which describes the structure of the Joint Account and sets forth

the basis of sharing costs among the Owners and distributing fee v
income amang the Owrners;

"CAPACITY USAGE"

which describes, pursuant to Clause 604; nominal capacities, the

priority to use capacity and the fzes related to excess capacity v
usage by Owners and non-Owners;

"INSURANCE" '

which describes: the types, limits, responsibilities for carrying and

similar insurance management matters pertaining to the Facllities Vi
and Joint Operations;

"SPECIFICATIONS OF INLET SUBSTANCES

AND FACILITY PRODUCTS"

which describes the specifications of Inlet Substances and Vil
Facility Products;

"FACILITY PRODUCT ALLOCATION PROCEDURE"
which, subject o Articles VIl and VIl of the Operating Procedure,
describes the procedure for allocating Facility Products; Vil
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{

(m)

{n)

(0)

202,

o ®

"MEASUREMENT" _
which, subject to Adicle Vil of the Operating Procedure,
describes the procedures and responsibilities. for measurement

where such procedures and responsibilities are specific to )4
measuring Inlet Substances, components of Inlet Substances
and Facility Products within the respective Functional Unit, at the
Functional Uriit Infet and at the Functional Unit Outlet;
"INVESTMENT VALUES"
which is a record of historical Facility Capital Costs borne by the X
owners;
"ENLARGEMENT"
which describes the terms and conditions by which the Owners
agree to have Operator proceed with an Enlargement, including Xi
the terins and conditions of Owner's participation;
"DISPUTE RESOLUTION"
which describes the dispute resolution and arbitration processes Xl
1o be followed by the Owners;
“WELLS”
which Is a list of Wells which are served by the Facllity; NO
"ENVIRONMENTAL MATTERS"
which sets out the rights of the Owners and the responsibility of
Operator to identify, report and react to environmental matters; X
and
OTHER.
NO

Amendment of Operating Procedure and Appendices

(@)

)

(c).

@

Subject to Subclause 202(c) hereto, and Subclause 204(h) of the Operating Procedure,
the Operating Procedure and the Appendices may only be revised, amended or replaced
by the unanimous agreement of the Owners.

An afiirmative vote of Owners having a combined Facility Participation of one hundred
percent (100%) and conducted in accordarice with Clause 204 of the Operating
Procedure, excepting thereout Subclause 204(h) therein, shall be deemed to cohstitiite
nanimous agreement between all of the Owners and gach Owner, whether such Owner
voted or was deemed to have voted, shall be bound thereby.

The operation of this Clause shall riot restrict the Operator from revising Appendices as
provided for under this Agreement, and when required, to accurately reflect routine
consequential changes, such as Facilify Participations and amalgamations.

Operator shall provide each Owner with one copy of any revision, amendment or
replacement in a timely manner.
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- which, subject to Adicle VII of the Operating Procedute,
‘ describes the pracedures and responsibilities for measurement
where such procedures and responsibilities are specific to .4
measuring Inlet Substances, components of Inlet Substances
and Facilily Products within the respective Functional Unit, at the
Functional Unit iniet and at the Functional Unit Outiet;

] "INVESTMENT VALUES"
which is a record of histarical Facility Capital Costs borne by the X
Owners;

(k) "ENLARGEMENT"
which describes the terms and conditions by which the 'Owners
agree to have Operator proceed with an Enlargement, inclading Xl
the terms and conditions of Owner's participation;

()] "DISPUTE RESOLUTION"
which describes the dispute resolution and arbitration processes Xl
to be followed by the Owners;

(m) “WELLS”
which is a list of Wells which are served by the Facility; NO

{n) "ENVIRONMENTAL MATTERS"

which sets out the rights of the Owners and the responsibility of
Operator to identify, report and react to environmental matters; X

and
. (0) OTHER.

202.  Amendment of Operating Procedure and Appendices

NO

. Subject to Subciause 202(c) hereto, and Subciause 204(h) of the Operating Procedure,
the Operating Procedure and the Appendices may only be revised, amended or replaced
by the unanimous agreement of the Owners.

{0 An affirmative vole of Owners having a combined Fagility Parlicipation of one hundred
percent (100%) and conducted in accordance with Clause 204 of the Operating
Procedure, excepting thereout Subclause 204(b) therein, shall bs deemed to constitute
unanimous agreement baiween all of the Owners and each Owner, whether such QOwner
voted or was deemed to have voted, shall be bound thereby.

(c) The operation of this Clause shali not restrict the Operator from revising Appendices as
provided for under this Agreement, and when required, to accurately refiect routine
consequential changes, such as Facility Participations and amalgamations.

(d) QOperator shall provide each Owner with one copy of any revision, amendment or
replacement in a timely manner.

ARTICLE lll

PURPOSE OF THIS AGREEMENT AND THE FACILITY
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ARTICLE n

PURPOSE OF THIS AGREEMENT AND THE FACILITY

301.  Agreemeént Purpose

The purpose of this Agreement is to document the terms of ownership of the Facility and the
allocation of Facility costs, provide terms for the construction and operation of the Facility and set out the
basis upon which a share of the Facility Products shall be alfocated and distributed to each Person
delivering Inlet Substances fo the Fagility Injet.

302.  Facility Purpose

The purpose of the Facility is o compress and gather Inlet Substances for delivery to a gas
processing plant.
ARTICLE IV
BASIS OF PARTICIPATION

401.  Initial Participation

The Owners of the Fagcility agree that Facility Participation as of the Effective Date is based on
the estimated investment value.

402,  Investment Values

Investment value as of the Effective Date shall be expressed in dollars and calculated by
Operator. The investment value for the Fadility is seven million, three hundred and forty-three thousand
eight hundred and four dollars ($7,343,804.00).

403,  Future Partlicipation

The basis of participation in an Enlargement of the Facility or any Functional Unit shall be
determined pursuant to Exhibit "A", under the Appendix titled "ENLARGEMENT".
ARTICLE YV
COMMITMENT TO DELIVER TO THE FACILITY

501.  Commitment to Deliver to the Facility

(a) Alternate D immediaiely below shall apply:
ALTERNATE A. Owner's Substances are heréby dedieated to the Facility.

ALTERNATE B. Owner's Substances produced from the wells listed under the
Appendix titted “WELLS" are hereby dedicated to the Facility.

H\Data\WinwordiAgreements\Taber SGLM085HookerEastComp& GGSCO&0Head doc
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(b)

ARTICLE VI

6
ALTERNATE G, Owner's Substances produced from the ~_ zone in
the wells listed under the Appendix titled "WELLS" are hereby
dedicated to the Facility.

ALTERNATE D, The Owners agree that there is no commitment to deliver
Owner's Substances to the Fagcility.

ALTERNATE E. [Cther]

Subject to the provisions of this Agreement, and unless excused by the Operating
Gommittee or otherwise precluded from delivery under the Regulations, each Qwner shail
only be committed to deliver or cause to be delivered in accordance with alternate A, B,
C or E of Clause §D1(a) all of its Owner's Substances, up to Alternate N/A immediately
below:

ALTERNATE A, such Owner's share of Functional Unit Capacity,
ALTERNATE B. the overall available surplus Functional Unit Capagcity in the Facility,
and the Operator shall accept all Owner's Substances if delivered within the

specifications as set out in the Appendix fitled “SPECIFICATIONS OF I[NLET
SUBSTANCES AND FACILITY PRODUCTS",

OPERATIONS AND OPERATORSHIP

601.  Initial Operator

The Owners hereby designate Compton Petroleum as thé initial Operator and Compton
Petroleum accepts such designation,

802. Construction and Operation of the Facility

The Facility shall be constructed and operated according to the terms of this Agreement.

603. Ownership

Each Owner shall own an undivided percentage interest in each Functional Unit equal to ils
Funectional Unit Participation, Operalor shall hold such interesis in trust for the Owners subject to the
provisions of this Agreement.

604. Capacily

(a)

(b)

Each Owner shall haye the right to use its Capacity Ownership to compress and
transport: (i} its Owner's Substances and (i} outside Subsiances produced from a well
jointly owned with the Owner in an unavoidably commingled stream. The Gapacity and
terms and conditions related to the yse of Capacity shall be as set forth in the Appendix
fitled "CAPACITY USAGE".

The Facility is designed for and is deemed to have an initial Capacity as set out in
Appendix V, Table 1to process Inlet Substances meeting the specifications initiaily set

HiDatt\Winword\Agieetents\Taber $GI\1085HookerEastComp&GGSCO&OHead dog
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. forth in the Appendix titled "SPECIFICATIONS OF INLET SUBSTANCES AND FACILITY
PRODUCTS". The foregoing capacity may be redetermined under this Agreement and
set forth in the Appendix titled "CAPACITY USAGE",

IS
s

ARTICLE Vil
EFFECTIVE DATE
701.  Effective Date
Alternate A immediately below shall apply:
ALTERNATE A. This Agreement shall be effective on the Effective Date.

ALTERNATE B. This Agreement shall be eifective on the Effective Date if on or before
, 200_ Owners having Facility Participations totalling one
hundred percent (100%), as set forth in Exhibit "A", under the Appéndix
titled “FACILITY AND FUNCTIONAL UNIT PARTICIPATION", have
executed and delivered to the Operator one {1) counterpart of this
Agreement. The Operator shall premptly notify all Owners of the
Effective Date. If an Effective Date is not estabiished by the first day of
, 200_, this Agreement shall hecome null and void and cease
to bind any person having executed same, unless the representafives of
those proposed Owners who have then executed and delivered
counterparts unanimously agree to extend the time.

. ALTERNATE C. [Cther]

ARTICLE VI
PRIOR COMMITMENTS

801. Prior Commitments

The Owners hereby acknowledge that prior to the execution of this Agreement, Operator may
have contracted with various parties for the design and construction of the Facility. Subject to Clause
802, the Owners hereby acknowledge that any commitments, expenditures, covenants, obligations,

- duties, responsibilities, rights and agreements of Operator made, arising or incurred as a result thereof
have been made, incurred or performed by the Operator on behalf of the Owners and the Owners hereby
ratify and confirm the same and agree 1o be responsible for thern in accordance with each Owner's
Facility Participation or Functional Unit Participation, as the case may be, except to the extent that they
arise from the Gross Negligence of the Operator.

802.  Existing Conditions

Alternate(s) C immediately below shail apply:

ALTERNATE A. Conditions existing prior to and excluded from thé operation of Clause
801 which are not the responsibility of the Owners are specifically
. described herein as follows:
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ALTERNATE B. Specific conditions existing prior 1o and included in the operation of
Clause 801 which shall be the responsibilty of the Owners are
specifically described herein as follows:

ALTERNATE C. There are no existing conditions.

ARTICLE IX
OPERATING AND ACCOUNTING PROCEDURES

201.  Operating Procedure

The Operating Procedure is ithe Operating Procedure contained in the 1899 PJVA Model
Construction, Ownership and Operating Agresment and has not been modified except as specifically
noted in Exhibit "A".

902. Accounting Procedure

The Accounting Procedure is the 1986 PASC Accounting Procedure and has not been modified
except as specifically noted in the Appendix titled "Accounting Procedure”.

903. Prevailing Provisions

In the event that modifications are made to either the Operating Procedure or the Accounting
Procedure and such modifications are not appropriately noted pursuant fo Clauses 901 and 902 then the
applicable provisions in the standard Operating Procedure and Accounting Procedure named in Clauses
901 and 902 are deemed to prevail,

ARTICLE X
NO AMENDMENT EXCEPT IN WRITING

1001, No Amendment Excepl in Writing

No amendment ar variation of the provisions of this Head Document shall be binding upon any
Owner unless and until it is evidenced in writing and executed by each of the Owners.

ARTICLE Xi
AGREEMENT EXECUTION

1101, Exetution in Counterpart

This Agreement may be executed in as many counterparts as are necessary and all executed
counterparts shall constitute one Agreement.

The Operator shall promptly supply each Owner with copies of a full set of counterpart execution
pages.
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. 7 IN WITNESS WHEREOF the Owners have executed this Agreénient esch on the date shown
above its execution hereof.
DATE: 2 -f-gg’ /. 5? ZE82,
OWNER: il Canada E EXXONMOBIL
COPY
PER: Ottt it P
NAME: /(n.l’. (Rob} Lesag
. _EXXONMOBIL
. Jdint Venture Man — :
TITLE aqger PROD 7
CONTR !,/'
TAX /£
PER: TRES | [ —
AUDIT L
NAME: LAW e
TITLE:
. ADDRESS FOR SERVICE:
Fax No.:
E-mail:

This is the Execution Page of the Agreement for the
Construction, Ownership and Operatlon of the
Hooker East Compression and Gas Gathering System
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. IN WITNESS WHEREOF the Owners have executed this Agreement each on the date shown
above its execution hereof.
DATE: 0 (9)/“ [ s SZZ.
OWNER: EXXOHMO'J'”. Canada Energ_v

©

N RP. (Rob) I.esaa@/

Joint Venture Man'a.gerﬂ"

PER:

NAME:

- TITLE:

PER:

NAME:

TITLE:

. ADDRESS FOR SERVICE:

Fax No.:

E-mail:

This is the Execution Page of the Agreement for the
Construction, Ownership ang Operation of the
Hooker East Compression and Gas Gathering System
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. IN WITNESS WHEREOF the Owners have executed this Agreement each on the date showrn above
its execution hereof.

DATE: November 25, 2013
OWNER: Compton Resource Partnershij ‘
PER:
NAME: Flovd Krukoff
TITLE: Vice President, Engineering
. PER:
NAME: Gord Harvey
TITLE: Manager, Joint Ventures
ADDRESS FOR SERVICE:

400, 1035 — 7" Avenue SE

Calgary, Alberta

T2P 3E9
Fax No.: (403) 205-8234
E-mail: GHarvey@comptonpetroleum.com

This is the Execution Page of the Agreément for the
Construction, Ownership and Operation of the
. Hooker East Compréssion and Gas Gathering System



. IN WITNESS WHEREOF the Owners have executed this Agreement each on the date shown ahove
." its execution hereof.

DATE: November 25, 2013
OWNER: Compton Petroleum Corporation
PER:
NAME: Floyd Krukoff
TITLE: Vice President, Engineering
PER:

. NAME: Gord Harvey
TITLE: Manager, Joint Ventures
ADDRESS FOR SERVIGE:

Suite 500, 850 — 2™ Street SW

Calgary, Alberia
T2P OR8
Fax No.: (403) 205-8234
E-mail: GHarvey@comptionpetroleum.com

This is the Execution Page of the Agreement for the
Construction, Ownership and Opeération of the
Hooker East Compression and Gas Gathering System
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. IN WITNESS WHEREOF the Owners have executed this Agreement each on the date shown
above its execution hereof.

DATE: ﬁﬂ/ 3 5, PPV 2.

COMPTON PETROLEUM CORPORATION

OWNER:

PER: _
NAME: _éZﬁ ,é.:a&waﬁé‘? -
TITLE: Wéf/ . J o nF B SES

PER:

NAME:

TITLE:

. ADDRESS FOR SERVICE:

Fax No.:

E-mail:

This is the Execution Page of the Agreement for the
Coenstruction, Ownership and Operation of the
Hooker East Compression and Gas Gathering System
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9o EXHIBIT "A" to
AGREEMENT FOR THE

CONSTRUCTION, OWNERSHIP AND OPERATION OF THE
HOOKER EAST COMPRESSION AND GAS GATHERING SYSTEM

1999 OPERATING PROCEDURE

Petroleum Joint Venture Association

Exhibit "A¥, Operating Proceduré, No. , Revislon , Comection , Mall Baltot No. , Eifective
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) EXHIBIT "A" to
AGREEMENT FOR THE

CONSTRUCTION, OWNERSHIP AND OPERATION OF THE
HOOKER EAST COMPRESSION AND GAS GATHERING SYSTEM

Elections and Modifications to the 1999 Operating Procedure

(a) The following clauses of the Cperating Procedure include the following elections, alternates, options or values:

101() Enlargement: one hundred thousand dollars ($100,000.00)

204  Voting Procedures:-

(b) Negative Vote: seventy-five percent (75 %); seventy-five percent (75%)
{e)() General Vote: iwo (2) or more Owners; sixty-five percent (65%)
(e)i) General Vote: two (2) or mare Owners; sidy-five (65%)
{e)(iii} General Vote: two (2) or more Owners; sixty-five percent (65%)

. i ® Removal of Operator: two (2) or more Qwners; ninety-five percent (95%)
(@  Removal of Operator: sixty-five percenf (65 %)
@ Replacement of Operator: two (2) or more Owniers; sixty-five percent (65%)

(@ Amendment of Appendices: Appendices II; Hi; VI ViI; VIII; IX: X; X); Xil and XIIl two _ (2) or more
Owners; sixly-five percent (85%) .

(h)i) Amendment of Appendices: Appendices IV and V.
M Amendment of Appendices: two (2) or more Owners; ninety-five percent (85%)
{2) .Amendment of Appendices: two (2) or more Owners; ninety-five percent (25%)
(3) Amendment of Appendices: two (2) or more Owﬁer.s: ninety-five percent (95%)

) Termination: iwo (2) or more Qwners; ninety-five percent (85%)

602(b)(ji) Set-off.  Alternate A

Exhihit "A", Operatind Procedure, Na. , Revision , Correction , Mail Ballot No. , Effective




901

902

1109

©

Exhlbit "A", Operafing Procedure, No. , Revision , Correction , Mail Ballot No.

Distribution of Proceeds: Alternate A

(Complete one only of the following for the Alternate chosen for 805 above).

A: three (3%)

B:

C:

G /m*__ Mm% (M
¢_)

Disposal of Interest: ~ Allernate C

Unrestricted Disposal:

{d) shall X/shall not ___apply

{e) shall __ /shallnot X apply

Statute of Limitations: See Operating Procedure modifications below.

(D) The Operating Procedure is modified as follows:

0
(i
(iii)
(V)
)
(vi)
{vii)

(viil)

()
0

(<)

()

(xiii)

the page numbers in the Table of Contents has been amended to conform to ihe actual page
numbers of the attached Operating Procedure;

the blanks throughout the agreement have been filled in as per the above chosen Elections and
Modifications. '

ihe Appendices described in the Table of Contents have been amended to refiect the actual
appendices attached to the Exhibit "A",

Clause 101 (b) amended to be the same as the 1993 CAPL Assignment Procedure;

Clause 102 (b) the words "or partnership” has been added in line 2 after the word "politic”;
Clause 303 the word "shall" has been inserted between the words "Operator be™;

Subclause 304(c) of the Operating Procedure has been amended;

Articles 501 (a) and (b) of the Operating Procedure has been amended by inserting one of these
two phrases, "and their respective directors” or "or their respective directors" after the word
"Affiliates™; also the words "consultants” and "contractors" have been removed from these
clauses. ’

Ardicles 504 and 505 have been revised;

Clause 1107, line 2 of the Cperating Procedure has been changed by inserting the "exclusive"
prior to the word “jurisdiction™;

Ciause 1109 has been amended to the industry standard;

Clause 1113 has three typos corrected. Lines 2 and 4 have the word "form” corrected to the word
*from" and the words "iter alia" has been corrected to "inter alia™

Clause 1119, "Restrictions" has been added ta the Operating Procedurs to reflect ExxonMabil's
Drug and Alcohol Policy; and

the blanks have been filled in throughout the agreement,

If any pravision contained in the Operating Progedure conflicts with a provision contained in this Elections and
Maodifications Form, the provision in the Elections and Madifications Form shall pravail.

, Effective
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EXHIBIT "A" to
. Agreement for the
Construction, Ownership and Operation of the
Hooker East Compression and Gas Gathering System

1999 PJVA OPERATING PROCEDURE

ARTICLE |

INTERPRETATION

101. Definttions

All capitalized terms used herein shall have the meaning assigned in the Head Document and the Accounting
Procedure, and, in addition, the following words and phrases shall have the following respective meanings, namely:

(a) "Accounting Procedure” means the Appendix titled "ACCOUNTING PROCEDURE",

) "pfiiliate" means a corparation or partnership that is affiliated with the party for which the expression is
being applied, and, for the purpose of this definition:

0] a corporation or partnership is affilialed with another corporation or partnership if it directly or
. indirectly contrals or is controlled by that other corporation or partnership, and for the purpose of
determining whether a corporation or partnership so controls or is so controlled, it shall be
deemed that:

A, a corporation is directly controlled by another corporation or parinership if shares of the
corporation to which are attached more than Fifty percent (50%) of the votes that may be
cast to elect directors of the corporation are beneficially owned by that other corporation
or partnership and the votes attached to those shares are sufficient, if exercised, to elect
a majority of the directors of the corporation;

B. a partnership is directly; contralled by a corporation or another partnership if that
corporation or other partnership beneficially owns more than Fifly percent (50%) interest
in the partnership; and

C. a corporation or partnership is indirectly controlled by another corporation or partnership
if control, as defined in A. or B. above, as the case may be, is exercised through one or
more other corporations or partnerships.

(i) where two or more corporations or partnerships are affiliated at the same time with the same
gorporation or partnership, they will be deemed to be affiliated with each other.

{c) "Agreement” means the Head Document together with the Operating Procedure and the Appendices;

(d) "Appendix' means any of the appendices (as amended) attached o the Operating Procedure, as
indicated in Article 1l of the Mead Document;

Exhibit "A", Operating Procedure, No. , Revision , Correction , Mail Ballot No. , Effective . .
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"Capacity” means, with respect to any Funectional Unit, the daily volumetric handiing capability of such
Functional Unit, as sel forih initially in the Head Docurent and as may be redetermined under this
Agreement;

"Capacity Ownership” means an Owner's share of Capacity equal to its Functional Unit Participation;

"Capital Costs" means all expenditures incurred in connection with the Initial Gonstruction of the Fagility
(including commissioning and testing immediately afler Initial Construction), any Modification or
Enlargement and any other expenditures so designated by the Operating Commiittee;

Day" means a period commeneing at 0800 hours on any calendar day and ending at 0800 hours on the
|mmed1ate[y next succeeding calendar day, or at such cther time as may hereinafter be set by the
Operating Committee;

"Effective Date” has the meaning ascribed to it in the Head Document;

"Enlargement” means an expansion, addition or enhancement to the Facility that:

)] increases the Capacity of an exjsting Functional Unit and has a total installed cost of one hundred
thousand dollars ($100,000.00) of more, and is required to process, treat or handle, as the case
may be, additional volumes of Inlet Substances or the companents thereof, in excess of an
Owner's Capacity Ownership in an existing Functional Unit, or

(i) adds a new Functional Unit to the Facility that duplicates the function of an existing Funetional
Unit or adds a new function o the Facility;

"Exhibit "A" means this Operating Procedure and the Appendices;
"Facility" means all real and personal propetty of every nature and kind atiached to, forming part of or

used in connection with Joint Operations, maintained and held by Operator in accordance with this
Agreement and as described under the Appendix tifled "DESCRIPTION OF FACILITY AND

FUNCTIONAL UNITS, MAP AND SCHEMATIC",

"Facility Inlef" means the point at which Inlet Substances first enier the Facility;
"Facility Outlét” means the point at which Facility Preducts leave the Fagcility;

"Facility Participatien” means the percentage voling interest of each Owner as set forth opposite such
QOwner's name underthe Appendix titled "FACILITY AND FUNCTIONAL UNIT PARTICIPATION";

"Facility Praducts” means all substances recovered from the processing or handling of Inlet Substances
in the Facility, which are available for delivery from the Facility, excluding such substances as are
uriavoidably lost, consumed as fuel or flared in Joint Operations;

"Fixed Operating Costs" means those Operating Costs that do not vary with production or throughput
volume, stich a5, but not limited o, property taxes, insurance and surface lease rentals;

"Forecast” means a written statement, initiated by Operator, of the Joint Operations which are anticipated
to be conducted during the Forecast Period, together with a writlen stateémiént of the estimated
expenditures to be made in connection with such Joint Operations;

"Forgcast Period" means a period of one (1) Year, provided that if this Agreement does not come info
effect as of the beginning of a Year, the first such period for the Year in which this Agreement comes into
effect shall comprise the portion of such Year remaining after this Agreement comes into effect;

Exhihit "A", Operating Procedure, No. , Revision , Correction . Mail Bailot Na, Efective . -
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"Functional Unit" means a separate compenent of the Facility described under the Appendix titled

® _ it' means a _

: "DESCRIPTION QF FACILITY AND FUNCTIONAL UNITS, MAP AND SCHEMATIC" (and mieans the

. whale of the Facility if there is no separatjon into Functional Units), and all real and persenal property of
avery nature and kind attached to, forming part of or used in connection with the operation thereof;

{u) "Fu_nctional Unit_Inlet" means with respect to any Functional Unit, the point where Functional Unit
Products, Inlet Substances or any portion thereof, first enter such Functional Unit;

(v) "Functional Unit Outlet” means, with respect to any Functional Unit, the point where Functional Unit
Products leave such Functional Unit;

(w) "Functional Unit Participation" means, with respect to any Functional Unit, the percentage interest
owriership of each Owner in such Functional Unit as set forth opposite such Cwner's name under the
Appendix titled "FACILITY AND FUNCTIONAL UNIT PARTICIPATION®,

x) "Functional Unit Products” means all substances recovered from the processing or handling of Infet
Substances or products of other Funational Units in a Functional Unit, which are available for delivery
from the Functional Untt, excluding such substances as are unavoidably lost, consumed as fuel or flared
in Joint Operations;

) "Gross Negligence" means:

)] a marked and flagrant departure from the standard of conduct of a reasonable person acting in
the circumstances at the time of the alleged misconduct, or
(ii) such wanton and reckless conduct or omissions as constitutes in effect an utter disregard for
harmful, foreseeable and avoidable consequences,
. provided that Gross Negligence shall not include any act or omission, insofar as it was done or omitled to
be done in accordance with the instructions or express concurrence of the Operating Commitiee;

(2) "Head Document” means the agreement to which this Exhibit "A" is altached;

(a2)  "Initial Construction” means construction of the Facility completed by Operator pursuant to Article 1V prior
to the first Day of the Month in which the Facility commences operation and is capable of delivering
specification Facility Products to the Fagcility Qutlet for an uninterrupted period of thirty (30) Days;

(bb)  "Inlet Substances" means Owner's Substances and Outside Substances;

(co) "Joint Account” means the account set up pursuant to Clause 601 showing the charges paid and credits
received as a result of Joint Operations and which are to be shared by the Owners in accordance with the
terms of this Agreement;

(dd)  “Joint Operations" means all activities resulting in Capital Costs (including, if applicable, Initial
Construction), Operating Costs and all other activities undertaken in connection with the Facility, where
such activities are ponducted for the Joint Account under the terms of this Agreement;

(ee)  "Market Price” means the price at which Facility Products are to be sold pursuant to Article VIII if an
Owner does not take its share of Facility Preducts in kind and separately dispose of the same, which
price is not unreasonable having regard to market conditions applicable to similar production in arm's
length fransactions at the time of such disposition, including, without restricting the genérality of the
foregoing, such factors as the volumes availaple, the kind and quality of Facility Products to be sald, the
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effective date of the sale, the term of the sale agreement, the point of sale of the Fadility Products and
the type of transportation service available for ihe delivery of the Facility Products to be sold;

"Madification" means an expansion, addition or enhancement to the Facility that is not an Enlargement;

"Month" means a calendar month, commencing at the beginning of the first Day thereof and ending at the
last Day thereof, or at such other times as may hereafter be set by the Operating Cormmittee;

"Non-Operator” means an Owner other than Operatar;

"Operating Committee” means the committee composed of the duly authorized representatives of each of
the Owners, established pursuant to Article || of the Operating Procedure;

"Operating Costs" means all costs and expenses, except Capital Costs, incurred in connection with the
testing, operation, repair and maintenance of the Facility

"Cperating Procedure” means Exhibit "A", excluding the Appendices;

"Operator” means the Owner so designated under the Head Document or such other Owner as
subsequently may be designated by the Operating Commitiee;

"Qutside Substances" means those Iniet Substances which are not Owner's Substances;

"Owner" means a party o this Agreement;

"Cwner's Substances” has the meaning ascribed 1o it in the Head Documient;

"Person” means an individual, firm, body corporate, partnership or other legal entity, as the case may be;

"Regulations” means ali statutes, laws, rules, orders and regulations in effect from time to time (including
any amendments thereto or replacements thereof) and made by governments or governmental boards or
agencies having jurisdiction over the Fagcility or Joint Operations;

"Surplus Capacity" means with respect to any Functional Unit, that portion of the Capacity which is
available from time to time, but which is not being utilized by the Owner(s) entitled o use such Capadcity;

"Variable Operating Costs" means those Operating Costs that remain after excluding Fixed Operating
Costs and that vary with throughput volume of Inlet Substances; and

"Year" means a calendar year, commencing at the beginning of the first Day of January and ending at the
last Day of December, or at such other times as may hereafter be set by the Operating Committee.

102. References

Unless otherwise expressly stated:

(@)

(b}

the words "hereinbefore”, "hereinafter”, "hereunder”, "herein”, and "hereof” in the Operating Procedure
refer to the provisions of this Operating Procedure, and references to Articles, Clauses, Subclauses or
Paragraphs in the Operating Procedure refer to Aricles, Clauses, Subclauses or Paragraphs of this
Operating Procedure;

whenever the singular, masculine or neuter is used in this Agreement, the same shall be construed as
meaning plural or feminine or body polilic or partnership or corporate or vice versa, as the context so
requires;

Exhibit "A", Operating Procedurs, No, , Revislon , Correction . Mail Ballot No, , Effective
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all times referred to in this Agreement are in respect of time for the applicable time' zone or legislated
method of determining time for the area in which the Facility is located;

all references to "dollars” or "$" in this Agreement shall mean the lawful currency of Canada, and all
payments and receipts shall be made and recorded in lawful currency of Canada;

wherever the phrase "within" or "at least" is used with reference to a specific number of Days herein, the
Day of receipt of the refevant notice or the Day of the relevant event shall be excluded in determining the
applicable time period. However, if the time for doing any act expires on a Saturday, Sunday or statutory
holiday in either the Province of Alberta or Canada, the time for doing that act shalt be extended to the
next normal business Day, exéept as préscribed in the Accounting Procedure with respect to the payment
of billings; and

All conversions between Imperial units and Systems International (metric) units required to be made
pursuant to this Agreement shall be conducted uiilizing the conversion factors prescribed in the
publication entitled "Metric Practice Guide for the Petroleum and Natural Gas Industry and Services, Fifth
Edition, 1889", as may be amended or supplemented fram time fo time.

103.  Derivaiives

If a term is defined, a derivalive of that term shall have a correspending meaning unless the context otherwise

requires.

104.  Correctlon of Appendices

If Operator becomes awsdre of a mistake or mechanical eror in the Operating Procedure or an Appendix,
Operator shall prepare -a corrected Operating Procedure or Appendix and supply each Owner with a copy thereof.

.I 05. Revision of Exhibit "A"

(@)

(b)

This Qperating Procedure may be revised, amended or replaced by a vote of the Operating Committee in
accordance with Clause 202 of the Head Document.

Appendices shall be reviséd by Operator as provided for under this Agreement, and when required, to
accurately reflect routine consequential changes, such as Facility Participations and amalgamations.

106, Effective Time of Exhibit "A"

Except as otherwise expressly provided in this Agreement:

(a)

(b)

subject to Subclause 108 (b), any revised Operating Procedure or Appendix shall be effective in its
revised or amended form as of the iime specified by the provision of this Agreement aflowing such
revision or amendment, or if no such time is specified, such revised or amended Operating Procedure or
Appendix shall be effective as of the first Day of the Month next following the date that all required
documentation was received by Operator or on such other date or time as directed by the Operating
Committee; and

any Appendix which is coftected pursuant to Clause 104, to rectify an error therein, shall, unless
otherwise directed by the Operating Commiittes, be effective in its corrected form as of the date on which
the incorrect version of the Appendix would have been effective, and the incorrect version of the
Appendix shall be deemed conclusively never to have been effective.
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w 107. Revised Appendices Deemed Gorrect

, Subject to the provision set forth in Subclause 106 (b), each Appendix, and each revised or corrected version
.hereuf, shall for purposes of this Agreement be deemed canclusively to be correct and binding on the Owners from the
timé at which it becomes effective until the time at which a revised or corrected version thereof becomes effective.

108.  ldentification of Revised Appendices

Revised and corrected versions of Appendices shall be numbered consecutively, shall indicate the date on which
they become effective, shall reference the ballot issued to the Operating Committee for approval, if applicable, and shall
indjcate whether they are revised or corrected versions of an Appendix, or both.

109.  Preparation and Distribution of Revised Appendices

Each time thal an Appendix is to be revised or corrected pursuant to this Agreement, Operator shall effect the
required revisions or corrections in a timely and diligent manner and shall provide each Owner with one (1) copy of the

revised or corrected version of the Appendix,

ARTICLE II

SUPERVISION AND CONTROL OF JOINT OPERATIONS

201.  Operating Commities

The Owners shall form an Operating Committee composed of their duly appointed representatives to supervise
and control all Joint Operations. As soon as possible after the Effective Date, each Owner shall notify Operator in writing
, f the names and addresses of its primary representative and one (1) or more allemnate representatives. The
epresentative of an Owner shall be deemed to have full power and authority to represent and bind such Owner with
respect to all matters within the power of the Operating Committee, and all acts done by such representative in such
capacity shall'he deemed to be the acts of the Owner appointing such representative. An alternate representative shall
have full power to act for an Owner in the absence of the primary representative. An Owner may change any of its
representatives from time to time by written notice to Operator. Two (2) or more Owners may appoint the same Person

as their representative, who shall in such cases, cast a separate vote for each Owrier being represented.

202.  Chairman
The representative of the Operator shall be the chairman of the Operating Committee.

203. Powers

The Operating Gommittee shall, in accordance with the terms of this Agreement, exercise overall supervision and
control of and shall determine all matters of importance relating to Joint Operations, except for those matters:

{a) specifically designated In this' Agreement to be within the exclusivé Jurisdiction and control of Operator; or

(b) specifically excluded in this Agreement from the jurisdiction and control of the Operating Gommittee.

Exhlhit "A", Operating Procedurs, No. . Revision . Carrection , Mail Ballot No. , Effective . R
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Voting Procedure

(@

(b}

()

()

Subject to Clause 208, the Operating Committee shall determine all matiers properly coming before it by vote, in
ccordance with the following voting procedure:

Voting Interest

For the purpose of determining the number of Owners having voted or deemed to have voted on any
matter pursuant to this Arficle I, Owners who are Affiliates of each other and who vote the same in
respect of a matter hereunder shall be deemed to be one (1) Owner only.

Except as may otherwise be provided in this Agreement, each Owner shall have a voting interest equal
to:

()] its Faéility Paiticipation, If the matter materially affects or involves the entire Facility;

(i} its Functiona! Unit Parlicipation in a specific Functional Unit, if the matter relates to such
Functional Unit and does nat materially affect or involve any other Functional Unit; and

(i its agaregate weighted interest in the applicable Functional Units, if the matter affects or involves
more than one (but less than all) of the Functional Units, with this interest calculated by adding
the percentages obtained after multiplying the applicable Functional Unit Participations by the
relative weightings of Functional Unit Participations set forth in the Appendix titled "FACILITY
AND FUNCTIONAL UNIT PARTICIPATION",

Any dispute as to whether a matter materially affects or Involves more than one (1) Functional Unit shali
be decided by a vote in accordance with Paragraph 204 (e) (i) hereof.

Notwithstanding Subclause 204 (c), if an Owner is precluded from voting pursuant to Paragraph 602 (b)
(i), the voting interest of each non-defaulting Owner shall be revised so a$ to bear the same ratio to the
other as do their Functional Unit Participations or Facility Participations, so that the voting interests of all
non-defaulting Owners equals one hundred percent (100%).

Negative Vote

Notwithstanding Subclause 204 {(e) and (h), but subject to Subclauses 204 (f), (o) and (i), no single
QOwner shall be able to defeat a vote on a matter, unless such Owner's voting interest with fespect to
such matter is greater than seventy-five percent (75%), and If a single Owner with a voting interest of
seventy-five percent (75%) or less is the only Owner voting negatively on a matter, such Owner shall be
shown 1o have voted negatively in recording the results of the vote, but such matter shali be conclusively
deemed carried in the affirmative.

Deemed Vote

Subject to Subclauses 204 (f), {g) and (f), an Owner who does not vote or abstains from voting on any
matter shall be conclusively deemed to have voted in the affirmative on the matler. In recording the
result of a vote, such Owner shall be shawn as having abstained from voting, been absent from the
meeting in which such vote was taken, if applicable, or otherwise having failed to vote on such matter, as
the case may be. '

Effect of Viite

A determination of a matter by the vote of the Owners in accordance with the provisions of this
Agreement shall be binding upon all of the Owners, except as otherwise provided in this Agreement.

H:\Data\Winwdrd\Agreements\Taber SGLVI 0BOHookerEastCompa GESCOLOEXA. Hos
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(e) General Vote

Wt

. Except as otherwise provided herein, a matter being voted on by the Operating Committee shall be
decided by the affirmative vote of:

! two (2) or more Owners having a combined Fagcility Participation of sixty-five percent (65%) or
more, if such matter materially affects or involves the entire Facility;

@i two (2) or more Owners having a combined Functional Unit Participation in the applicable
Functional Unit of sixty-five percent (65%) ar more, if such matter relates to one (1) Functional
Unit and does not materially affect or involve any other Functional Unit; and

(i) two (2) or more Owriers having a combined aggregate weighted interest of sixty-five percent
{65%) or more in the applicablé Functional Units, if the matter affects or invelves more than one
(but less than all) of the Functional Units, with this interest calculated by adding the percentages
obtained after multiplying the applicable Functional Unit Participations by the relative weightings
of Functional Unit Participations set forth in the Appendix titled "FACILITY AND FUNCTIONAL
UNIT PARTICIPATION".

{fH Vote for Removal of Operator

Operator may be removed by the affirmative vote of two (2) or more Owners having a combined Facility
Participation of ninely-five percent (95%} or more of the remaining Fagility Participation, after excluding
the Facility Participations of Operator and its Affiliates, provided that:

) subject to Clause 303 and Subclause 602 (e), Operator may not be removed by a vote of the
Operating Committee if Operator and its Affiliates collectively hold Facility Participations totalling

. sixty-five percent (65%) or more, and

(i) the provisions of Subclauses 204 (b) and (c) shall not apply to a vote taken under this Subclause
204 (1.

(1)) Vate for Replacement Operator

A successor Operator that consents to assume all the duties and obligations of Operator shall be
appointed by an affirmative vote of two (2) or more Owners having a combined Facility Participation of
sixty-five percent (65%) or more. In voting on the appointment of a successor Operator, the departing
Operator and its Affiliates shall not be entitled to vote to have the departing Operator or any of its
Affiliates succeed the departing Operator. In addition:

0] should more than one (1) petential successor Operator be voted on, the potential successor
Operator that receives the greatest combined Facility Participation vote shall be the successor
Operatar, and the requirement for the specified number of Owners voting in the affirmative and
the provisions of Subclauses 204 (b) and (c) shall not apply; and

(i should two (2) or more potential successor Operators receive an equal Facility Participation
voting percentage, the potential successor Operator holding the largest Facility Participation shall
be the successor Operator.

Exhibit "A", Operating Procedure, No. . Revision . Correclion , Mail Ballot No. , Effeclive . . .
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0

)

(k)

Amendment of Appendices
The Appendices may be revised, amended or replaced from time to time in the following manner:
0] Appendices 113 Ll; VI; VIL; VIIE IX; X; X1, X1 and Xl at the direction of the Operating Committee

by an affirmative vote of two (2) or more Owners having a combined Facility Participation of sixty-
five percent (85%} or more.

(i) Appendices [V and V at the direction of the Operating Committee by an affirmative vote of:

%)) two (2) or more Owners having a combined Facility Participation of ninety-five percent
(95%) or more, if such maiter materially affects or involves the entire Facility;

(2 two (2) or more Owners having a combined Functional Unit Participation In the applicable
Functional Unit of n ninety-five percent (85%) or more, if such matter relates to one (1)
Functional Unit and does not materially affect or involve any other Functional Unit; and

{3) two (2) or more Owners having a combined aggregate weighted interest of ninety-five
percent (95%) or more in the applicable Functional Units, if the matter affects or involves
more than one (but less than all) of the Functional Units, with this interest calculated hy
adding the percentages oblained afier multiplying the applicable Functional Unit
Participations by the relative weightings of Functional Unit Participations set forth in the
Appendix titled "FACILITY AND FUNCTIONAL UNIT PARTICIPATION".

Vote for Termination of Agreement

Subject to the provisions of Article X, this Agreement may be terminated by the affirmative vote of' two (2)
or more Owners having a combined Faclility Participation of ninety-five percent (95%) or more; prowded
that the provisions of Subclauses 204 (b) and (c) shall not apply to a vote taken under this Subclause.

Volte by Proxy

An Owner may appoint a proxy to attend any meeting on its behalf. Such proxy appointment shall be by
written instrument signed by the Owner, setting forth {he extent of the authority granted to the proxy
holder. A proxy appointment shall not be effective unless such instrument is deposited with the chairman
of the Operating Committee prior to or during the first meeting in respect of which such proxy has been
appointed to attend. An Owner who has submitted an instrument appointing a proxy may revoke such
instrument at any time prior to the commencement of or during any meeting to which the proxy appointed
thereby is to attend, provided that the revocation of an appointment of proxy during a meeting shall nat
apply to any vote conducted during that meeting prior to the revocation of that appointment. In addition to
revdcation in any other manner permitted by law, an instrument appeinting a proxy shall be deemed to be
automatically revoked for a meeting to which the proxy appointment relates, insofar as the Operating
Committee representative of the Owner who appointed the proxy attends that meeting.

Vaote by Notice

)] An Owner not represented at a meeting may vote on any matter on the agenda by prior written
notice to Operator, indicating the position of such Owner regarding such matier.

i) Operator may, without calling a meeting, call for a vote on any matter by submitting such matter,
together with reasonable details regarding the same, to each Owner by mail ballot natice. Each
Owner shall, by notice to Qperator, cast its vote within fifteen (15) Days from ihe date of deemed
receipt of such mail ballot notice by the Owners. Such vote shall be binding, unless, within seven
(7) Days after sending such mail ballot notice, Operator calls a meeting or is requested to call a

Exhibit "A", Operating Procedure, No. . Revision , Carrection , Mail Ballot No. , Effective ] X
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206,

206,

mieeting to consider the matter in accordance with Clause 205. Operator-shall promptly. notify the
Owners of the result of such vote after the expiry of such fifteen (15) Day period.

(iii) All mail ballots shall be numberéd consecutively. Such numbering shall include the Year in which
the mail ballot is issued.

Mestings

The fallowing procedures shall apply to meetings of the Operating Committee:

(a)

(b)

©

(e)

Minutes

The Operating Committee shall hold meetings whenever called by Operator. Operator may call a
riteeting at any time and from time fo time on its own motion. One (1) or more Owners having Facility
Participations totalling five percent (5%) or more shall have the right to request the Operator to call a
meeting to deal with specific stated jtems. Operator shall issue the notice of such meeting within ten (10)

- Days of receipt of a written request by an Owner, and the meeting shall be held within thirty (30) Days of

receipt by Operator of such request.

At least ten (10) Days' notice of each meeting shall be given to each Owner, unless all of the Owners
agree in writing or by vote al a meeting, to waive or shorten such notice period. Notice of any meeting
shall be accompanied by an agenda together with reasonable details of the matters on the agenda and
any motions to be voted on at the meeting. Any Owner shall have the right to require Operator to place
an itern on the agenda for such meeting, provided such itern and reasonahle details sufficient to enable
the Owners to consider beforehand the nature of such item shall be furnished to the other Owners by
such Owner within five (5) Days of the date of deemed receipt of the notice of such meeting. A motion
not contained in the agenda er an amendment to be made fo a motion which is contained in the agenda
shall not be voted on at a meeting unless all of the Owners, whether or not present at such meeting,
agree to add or amend such motion; provided that if any motion principally relates to one (1) Functional
Unit and does not materially affect or involve any other Functional Unit, such motion may be added to the
agenda or amended if ali of the Owners, including any Owner not present at the meeting, having
Functional Unit Participations in the affected Functional Unit, agree to such addition or amendment.

Moations voted on at a meeting shall be numbered in accordance with Paragraph 204 (k) (jii).
A representative of any Cwner attending a meeting of the Operating Committee may be accompanied by
a reasonable number of advisars, and the chairman may be accompanied by such additional attendees

as are required to record the minutes of the meeting or otherwise assist in the conduct thereof.

All rheetings of the Operating Committee shall be held at the office of the Operator or at such other piace
as the Operating Committee may decide.

Operator shall keep minutes of the proceedings of each meeting of the Operating Commitiee and a copy thereof
shall be forwarded to each Cwner within thirty (30) Days of the date of such meeting. The minutes shall contain the
names of all Owners' representatives present at the meeting, indicating their capacity and the Owners that they represent,
a description of the matters reviewed, the result of any vote and any dissenting Owner opinfon, The minutes for any
Operating Committee meeting shall be deemed to be correet as written and distributed, unless an Owner receiving the
minutes gives Operator notice of an error or omission regarding such minutes within thirty (30) Days of the date upon
which such minutes were sent to the Owners. Upon receiving such a notice:

(@) Operator shall promptly correct and re-issue the minutes if Operator agrees with the claim of an error or
omission; or
Exhibit "A", Operating Procédure, No. , Revision , Carraction , Maijl Ballot No, , Effective , .
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i (b) Operator shall promptly submit the matter to the Operating Committee for resolution by a vole in
accordance with Subclause 204 (e) if Operator does not agree with the claim of an error or omission.

. Any revised version of the minutes shall be deemed to replace all prior versions of the same and shall be deemed
correct as written and distributed, subject to the terms of this Clause, which shall apply to such revised version of the
minutes as if they were the original version of the same.

207. Redustion in Owners

Subject to Clause 208, if the number of Owners having a Facility Participation or Funetional Unit Participation
decreases after the Effective Date to a level equal to or less than the minimum number of Owners required to determine a
matter under Subclause 204 (e), (), (), (h) or (), the minimum number of Owners required to determine a matter shali
always be one [ess thanthe number of Owners entitled to vots.

208.  Upanimous Approval

If and for so long as there are only two Owners for voling purposes, Subclauses 204(b), (e}, (. (). (h) and (i}
shall not have any effect, and afl matters coming before the Operating Committee shall be determined by the unanimous
approval of the représentatives of the Owners. At any time where unanimous approval cannot be reached in respect of
any matter, either Qwner may invoke the provisions of the Appendix titled "DISPUTE RESOLUTION", to resolve such
matter.

209. Subcommitiees
The Operating Commitiee may from time to time establish subcommittees to deal with defined mandates as

provided by the Operating Committee. Any such subcommittee shall not have any powers of supervision or control, but
shall only be entitled ta report and make recommendations to the ©perating Committee.

'210 Enlargement
Any Enlargement shall be approved and conducted in accordance with the Appendix titled "ENLARGEMENT".

211.  Environmental Matters

The Appendix titled “ENVIRONMENTAL MATTERS” shall only be effective from the first Day of the Month next following
execution of this Agreement by one hundred percent (100%) of the Owners, and shall not apply prior ie such date.

ARTICLE Il

APPOINTMENT AND REPLACEMENT OF OPERATOR

301. Assumption of Duties of Qpérator

_ Operator named in the Head Document, and any succeeding Operator appointed hereunder, shall assume the
duties and obligations of Operator hereurider and shall have all the rights of Operator hereunder.

302.  Resignation of Operator

Operator may résign as Operator on giving each of the Owners a minimum of one ninety (90) Days' notice of its
intention to do so, provided that such resignation shall be effective at the end of a Month.

Exhibit "A", Operating Pracedure, No. , Revision , Correctlon , Mail Ballot No, , Effective
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“» 303. Replacemetit of Operator

Operator shall immediately cease to he Operator in the circumstances described in Subclauses (a) and (b) betow
.and in alf circumstances described In this Clause a replacement Operator shall be appointed pursuant to Clause 304, if:

(a)

(b)

(©)

(d)
(e)

Operator becomes bankrupt or insolvent, commits or suffers any act of bankruptoy or insolvency, is
ptaced in receivership or a recewer!manager or Person filling that role is appointed with respect to its
property, seeks debtor relief protection under applicable legislation (including, without restricting the
generality of the foregoing, the Bankruptey and Insolvency Act of Canada and the Companies' Creditors
Arrangement Act of Canada) or permits any judgement to be registered against its interest in the Facility
or any portion thereof, and without restricting the generality of the foregoing, an Operator shall be
deerned insolvent 'for the purposes of this Clause if it is unable to pay its debts as they fall due In the
usual course of business;

subject to Clauses 307 and 402, Operator assigns or attempts to assign its general powers and
responsibilities of supervision and management as Operator hereunder, unless such assignment is to an
Affiliate of Operator who is also an Owner;

the Operating Committee votes pursuant to Subclause 204 (f) to remove Operator and such motion is
carried;

Operator ceases to be an Owner; or

Operator resigns pursuant to this Article.

304.  Appointment of Successor QOperator

(a)

(b)

©

(@)

Interim Operator

Upon Operator resigning or otherwise ceasing to he Operator and until a replacement Operator is
appointed, the Owner with the largest Facility Participation, exciuding the Facility Participation of the
departing Operator and any Affiliate of the departing Operator, shall automatically become the interim
Operator. The interim Operator shall immediately céase 1o be interim Operator upon the appointment of
a replacement Operator.

Appointment

If an Operator resigns or otherwise ceases to be Operator, a successor Operator shail be appointed by
the Operating Committes. An interim Operator is not disqualified from being elected as the successor
Operator.

Two Party Agreement

Notwithstanding Subclauses 204 (g), 304 (a) and (b), if there are only two (2) Owners and Operator
resigns or otherwise ceases to be Operator, the Owner who was not Operator previously shall
automatically become Operalor effective the date that the previous Operator ceases to be Operator,
unless, in the caSe of an assignment by Operator of its Facility Participation pursuarit to Afficle IX, the
Owners. cannot agree on who should be Operator, in which case the Owner with the largest Facility
Paticipation shall become Operator.

Consenf

Subject to Subclauses 304 (a) and (c), no Owner shall be appointed as Operator unless it has given its
written consent to the appointment.

Exhiblt "A", Operating Procédire, No, , Revision , Correctian , Mail Ballot No, , Effective . “
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()] Re-appointment

. No provision of this Aricle shall be construed to re-appoint as next-succeeding Opérator an Operator who

has ceased to be Operator or any Affiliate of that former Operatar, except with the unanimaus consent of
the Owners, 5

1] Effective Time
Except as otherwise determined by the Operating Comrmittee, the appointment of a successor Operator
(including an automatic appointment as Operator pursuant to the terms of this Article), shall be effective
immediately upon the previous Operator ceasing to be Operator. :

305. Transfer of Property on Change of Operator

At the effective date of the resignation or replacement of an Operator as provided in this Article, Operator being -
replaced shall immediately deliver to the successor Operator possession and controi of.

(@) the Facility;

[{s) any and all funds held for the Joint Account,

{c) any and all Inlet Substances and Facility Products, if any, which have not been delivered in kind;
(d) all Material held for the Joint Account,

(e) copies of books of account and records kept for the Joint Account; and

. ] all documents, agreements and other papers relating to property transferred hereunder.

Upon compliance with such obligation, the departing Operator shall be released and discharged from, and the
successor Operator shall assumne, all duties and obligations of Operator, except those unsatisfied duties and obligations
of the departing Operator which had accrued prior to the effective date of the change of Operator, for which the departing
Operator shall. continue to remain liable. If the departing Operator holds any reai or personal property on behalf of the
Owners, such property shalf continue to be held by the deparling Operator in trust for the Owners until fitle and
passession of such property has been transferred to the successor Operator in trust for the Owners.

306. Inventory and Audit of Accounts on Change of Operator

Subject to Clause 307, within ninety (90) Days after the successor Operator commences to act as Operatar, the
Operating Committee may cause an audit to be made of the books of account and records kept for the Joint Account and
may cause an inventory of Controllable Material to be taken. The cost of the audit and inventory shall be for the Joint
Account.

307.  Assignment of Operatorship

If Operator wishes its assignee to replace it as Operator after having disposed of all or a portion of its Facility

~ Participation to such assignee pursuant to Article [X, such dssignee shall have the right to become Operator if it is an

Affiliate of Operator or, if it is not an Affiliate of Operator, if the Operating Committee approves that it shall become
Operator.

Exhibit "A", Operating Procedure, No. , Revision , Correctian , Mail Ballot No. , Effective , N
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ARTICLE IV

.‘=UNc'nons AND DUTIES OF OPERATOR

401.  Control and Management of Joint Operations

Operator shall consult with the Operating Committee from time to tinie with respect fo decisions to be made for
the conduct of Joint Operations, and Operatar shall keep the Owners informed in a timely manner with respect to
important or significant Joint Operations. Operator is hereby delegated the management of the Faclility on behalf of the
Owners and shall, subject to the direction of the Operating Committee, conduct or cause to be conducted all Joint
Operations diligently, in a good and workmaniike -manner, in accordance with good oil field and environmental practice,
the Regulations and the terms of this Agreement. In the absence of specific instructions from the Operating Committee,
Operator shall conduct or cause to be conducted, all Joint Operations, as would a prudent operatar under the same or
similar circumnstances. Without limiting the generality of any of the foregoing provisions of this Clause, Qperator shall
conduct and oversee all Joint Operations, and in particular shall:

(a)
(b)

(©

(d)

. C)

make and file all reports as required by governmental authorities relating to Joint Qperations;

maintain in the Province of Alberta complete and accurate accounis, books, records and documents in
relation to the Facility and Joint Operations and provide each Owner with reasohable access thereto;

provide Owners with reporis as required and on a frequency and containing the information about Joint
Operations as directed by the Operating Committee;

on behalf of the Owners, complete all applications and obtain all licenses and approvals reguired by
Regulations to conduct Joint Operations;

promptly pay and discharge all expenses and taxes {other than income taxeés) incurred in connection with
Joint Operations and keep the Facility fiee and clear from all adverse claims and liens occasioned by
Joint Operations, except claims or liens created under or pursuant to this Agreement or being contested
in good faith;

H acquire and maintain all necessary surface rights, Material and services required to conduct Joint
Operations and where Operator deems appropriate, use its own equipment and facilities to serve such
operations, subject to the Accounting Procedure;

(@ procure and maititain for the Joint Account the insurance set forth in the Appendix titled "INSURANCE"
and use reasonable efforts to require contractors and subcontractors to procure and maintain such
insurance as Operator deems necessary; .

(h) comply with and, where applicable, require its agenis, contractors and their subcontractors ta comply with
Regulations goveming Joint Operations;

()] subject to Clause 402, subcontract such portion of Joint Operations as Operator deems appropriate;

)] furnish each Owner as soon as practicable with written notice of:

(i) physical damage to the Facility in excess of Operator's expenditure limit as provided in the
Accounting Procedure; and
(i) any environmental, health, safety or other occurrence which is required to be reported under any
Regulation and which either requires remediation costs exceeding the single expenditure limit set
forth in the Accounting Procedure or could résult in a punishable offence under the Regulations;
Exhibif "A", Operafing.Pracedure, No. . Revision ____, Coirection _____, Mail Ballot No. , Effective
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k) extend to each Owner, at that Qwner's sole risk and expense, the right to examine and inspeéct the
Fadility at all reasonable times in the presence of a representative of Opérator and after giving Operator

. reasonable notice, except for portions of the Fagility which are propristary to a licensor to the extent that
such licensor expressly prohibits examinations and inspection by such Owner;

()] prepare and submit to the Operating Commiittee for approval the Forecasts provided for in Clause 805;

provided further that, during Initial Construction of the Facility or any Enfargement or Medification, Operator shall
also:

*(m) carry out or cause the construction of the Facility and any Enlargement or Modification;

()] contract with such Persons as Qperator may deem appropriate for the performance of such work or
undertaking, or any portion thereof,

(o) supervise all work related to such construction;

(9] acquire all Material required for such construction and the commencement and continuation of Joint
Operations;

@ supervise and have direct charge of all matters regarding design, construction and installation of the

Facility and any Enlargement or Medification; and

{p) provide Cwners with reports as required and on a frequency, and containing the information about
construction, a Modification or an Enlargement as directed by the Operating Committee;

402.  Subcontracting

. Provided ihat Operator is not in default or in the process of being replaced pursuant to Clause 303, Operator may
subcontract all or substantially all of its duties and responsibilities to a reliable and competent third party subcontractor or
an Affillate of Operator, with the approval of and on terms approved by the Operating Committee, provided that Operator
retains full contral and supervision of such subcontractor or Affiliate and that any third party subcontractor is retained on a
genuine arm's length basis. It shall be a condition of such subconiracting that the Owners have the right to audit the
books and records of the third party subcontractor or Affiliate with respect to its subcontracling activities hereunder on the
same terms and conditions as provided under the Accounting Procedure to audit Operator.

403,  Operator as an Owner

Operator shall have all of the rights and obligations of an Owner with respéct to its Facility Participation and
Functional Unit Participation.

404. Independent Status of Operator

Operator is an independent contractor in conducting Joint Operations. Operator shail determine the number of
employees and contractors respecting its operations, their selection, their hours of labour and their compensation
hereunder. All employees and contractors used in its operations hereunder shall be the employees and contractars of
Operator.,

405,  Title

Operator shall hold and maintain title to the Faclity and all associated licences and approvals required under the
Regulations on behalf of the Owners. Operator shall perforn all duties to maintain such licences and approvals in good
standing. However, nothing in this Clause shall be construed to require or permit Operator to conduct any Joint

Exhibit "A", Operating Procedure, No. . Revision , Correction , Mail Ballot No. , Effective . .
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“v.  Operations without the approval of the Operating Committes, if such approval is required pursuant to the terms of this
Agreement.

ARTICLE V

INDEMNITY AND LIABILITY

501.  Limit of Liability

{(a) Notwithstanding Clatise 404 and the obligation in Clause 401 to conduct Joint Operations diligently, in a
good and workmanlike manner in accordance with good oilfield and environmental practice, Operator, its
Affiliates and their respective directors, officers, agents and employees shall not be liable to the other
Owners, or any of them, for any loss, expense, injury, death or damage to Owners, whether contractual
or tortious, suffered or incurred by the Owners resulting from or In any way attributable to or arising cut of
any act or omission, whether negligent or otherwise, of Operator or its Affiliates or their respective
directors, officers, agents or employees in conducting or carrying out Joint Operations, except when and
to the extent that such loss, expense, injury, death or damage is a direct result of, or is directly
attributable to the Gross Negligence of Operator or its Affiliates or their respective directors, officers,
agents or employees.

(b) To the extent that the Gross Negligence condition in Subclause (a) of this Clause applies, Operator shall
be solely liable for such loss, expense, injury, death or damage and, in addition, shall indemnify and save
harmless each other Owner, its Affiliates and their respective directors, officers, agents and employees
from and against the same and also from and against all actions, causes of action, suits, claims and
demands by any Person in respect of such loss, expense, injury, death or damage, and any costs and
expenses relating thereto. However, in no event shall the responsibility of Operator prescribed by this

. Clause 501 extend to losses suffered by the Owners respecting the loss of profits or other consequential
or indirect losses, including, without restricting the generality of the foregoing, loss or delay of production.

502. Indemnification of Operator

Except as otherwise provided in Clause 501, the Owners indemnify and save harmless Operator, its Afftliates and
their respective directors, officers, agenis and employees frem and against any and all actions, causes of action, suits,
claims, demands, costs, lesses and expenses resulting from loss, expense, injury, death or damage respecting any
Person (including the Owners), which may be brought against or incurred or suffered by Operator, its Affiliates and their
respaective directors, officers, agents or employees or which Operator, its Affiliates and their respective directors, officers,
agents or empioyees may sustain, pay or incur by reason of, or which may be attributable to or arise out of, any act or
omission of Operator or its Affiliates or their respective directors, officers, agents or employees in conducting Joint
Operations.

503. Burden of Responsibility

Except where Operator is to be held solely liable pursuant to the terms of Clause 501, all liabilities and
indemnities arising from Joint Operations shall be for the Joint Account and shall be bome by the Owners in the
proportions of their respective Functional Unit Participations in the Functional Unit to which such liabilities and indemnities
relate. However, if it cannot be clearly determined as to which Functional Unit a liability or indemnity relates, and such
liability or indemnity cannot be logically apportioned between the affected Functional Units, such liability or indemnity shall
be borne by the Owners in the proportiens of their respective Facility Participations.

@
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«« 504, Gontinuation of Legal Responsibilities

Notwithstanding the assignment by an Owner of all or a portign of its Functional Unit Participation in any
.Eunctional Unit, such Owner shall, as regards the ether Owners and notwithstanding the terms of such assignment,
remain liable for its proportionate share of any liabilities and indemnities which arose in respect of that Functional Unit, the
Facility or under this Agreemant, other than environmental liabilities, prior to the date that such Owner's assignee
bacomes an Owner with respect to the assigned interest pursuant to Article X,

505. Environmental Responsibilities

Any Person who becomes an Owner shall be responsible for its proportionate share of environmental liabilities arising in
relation to Joint Operations (and the associated indemnities, If any) whether they accrued before or after such Person
became an Owner,

ARTICLE VI

ACCOUNTING MEASURES

601. Joint Account

Operator shall set up a Joint Account and administer it as set forth in the Accounting Procedure, All proper costs
and expenses incurred by Operator in connection with Joint Operations shall be in accordance with the Accounting
Procedure, or as otherwise permitted hereunder. Such costs and expenses shall be allocated to the Owners in
accordance with the Appendix titled "STRUCTURE AND SHARING OF THE JOINT ACCOUNT."

602, Operator's Lien and Remedies

. (a) Effective from the Effective Date, Operator shall have a lien and charge, which is first and prior to any
other lien, charge, mortgage or other security interest, with respect to the Funclional Unit Participations of
each Owner in the Facility and such Owner's share of Facility Products, to sescure paymerit of such
Owner's proportionate share of the costs and expenses incurred by Operator for the Joint Aeccount.

(b) If an Owner fails to pay or advance any of the costs or expenses incurred for the Joint Account which are
to be paid or advanced by it within the time period prescribed by the Accounting Procedure, Operator
may, without limiting Operator's other rights as contained in this Agreement or otherwise held at law or in
equity:

)] charge such Owner compound interest, as compuled Monthly, with respect to such unpaid
amount from the Day such payment is due until the Day it is paid, at the rate of two percent (2%)
per annum higher than the rate designated as the prevailing prime rate for Canadian comimercial
loans by the principal Canadian chartered hank used by Operator, regardless of whether
Operator has notified such Owner in advance of its intention to charge interest with respect fo
such unpatd amount;

(ii) withhold from such Owner any further information and privileges with respect to Joint Operations,
including the right to vote pursuant fo provisions of Article 1l, which information and privileges
shall bs conveyed or restored, as the case may be, to such Owner upon such default being fully
rectified;

(iii} set-off against the amount unpaid by such defaulting Owner, any sums due or accruing 1o such
Owner from Operator in accordance with ALTERNATE A , immediately below:
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s ALTERNATEA. . . _pursuant to this Agreement;
. ALTERNATE B, pursuant to this Agreement and from any other agreement between
. - Operator and such Owner, whether executed before ar after the Effective
Date;

({iv) maintain an action or actions for such unpaid amounts and interest thergon on a continuing basis
as such amounts are payable, but not paid by such defaulting Qwner, as if thé obligation to pay
such amounts and the interest thereon were liquidated demands due and payable on the relevant
date such amounts were due to be paid, without any right or resort of such Owner 1o set-off or
counter-claim; and

() treat the default as an immediate and automatic assignment 1o Operator of the proceeds of the
sale of such Owner's share of Facility Products, Service of a copy of this Agreemeni upon a
purchaser of such Owner's share of Facility Products, tagether with written notice from Operator,
shall constitute a written irrevocable direction by such defaulting Owner to any such purchaser to
pay to Operator the proceeds froam any such sale up to the amount owed to Operator by such
defaulting Owner hereunder (including any accrued interest with respect thereto), and such
purchaser is authorized by such defaulting Owner to rely upon the statement of Operator as to
the amount so owed to it by such Owner.

However, Operator may not exercise the rights granted in Paragraphs (iii) - (v) of this Subclause with
respect to such defaull until at least thirty (30) Days following the issuance of a notice to such Owner
specifying such default and requiring the same to be remedied.

(¢) . The obligation to pay interest at the rate specified in Subclause (b) of this Clause with respect to a default
is o apply until such default is rectified and shall not merge into a judgement for principal and interest, or
either of them. The Owners waive the application of any Regulations to the contrary, insofar as such

. waiver is permitted or not prohibited by thé Regulations.

(d) Books and records kept by the Operator for the Joint Account shall constitute proof of the existence of
any financial default hereunder, subject, however, to the rights of inspection and audit provided for
elsewhere in this Agreement.

(e) If Operator is the Owner which defaults in paying its share of any cost or expense incurred for the Joint
Account, the other Owners may, subject to Subclause 304 (c), appoint an Cwner pending the
appointment of a successor Operator pursuant fo Subclause 204 (g), to exercise any of the rights and
remedies otherwise available o Operator pursuant to this Agreement in order to rectify such default.

603. Reimbursement of Operator

If Operator has not received full payment of an Owner's share of the costs and expenses of Joint Operations
within three (3) Months following the date the payment was due, each other Owner, upon being billed therefor by
Operator, shall coniribute a fraction of the unpaid amount, excluding interest thereon, which fraction shall have:

{a) as its numerator, the applicable Functional Unil Participation of such Owner; and

h) as its denominator, the aggregate applicable Functional Unit Participations of all Owners except the
defaulting Owner. .

Thereupon, each such contributor shall be proportionately subrogated to Operator's rights pursuant to Clause 602
and to the interest thereafter payable thereunder on the unrecovered portion of its contribution. Notwithstanding the
foregaing portion of this Clause, if the unpaid amount pertains to more than a single Functional Unit, the reimbursement
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.« obligation in this Clause shall be based on the Facility Participations or the 'a'ggrég’ate weighted interests in the applicable -
Functional Units, as the case may be.

.304. Commingling of Furids

Operator may commingle with its own funds the moneys which it receives from or for the Joint Account pursuant
to this Agreement. Notwithstanding that moneys of a Non-Operator have been commingled with Operator's funds, the
moneys of a Non-Operator advanced or paid to Operator, whether for the conduct of Joint Operations or as proceeds
from the sale of Facility Products, shall be deemed o be trust moneys and, subject o Clause 602, shalt be applied only to
their intended use and -shall in no way be deemed to be funds belonging fo Operator, other than in its capacity as the
Non-Operatar's trustee.

605,

(a}

(b}

©

Foracasts

As soon as practicable after the execution hereof, Operator shall submit to the Operating Committee for
approval a Forecast for the Forecast Period. In each subsequent Year, Operator shall submit a Forecast
for the Forecast Period to the Operating Committee for approval, on or before the end of the current
Year. If the Operating Committee does not approve a Forecast, or any portion thereof, such Forecast or
the portion thereof not approved, shall be revised by Operator in aceordance with the instructions of the
Operating Commitlee. A copy of each revised Forecast shall be promptly furnished to each Qwner,

Each Forecast shall include a detailed and specific description of expenditures therein, identifying
Operating Costs and Capital Costs separately, and providing an estimate of Owner's Substances and
Outside Substances to be handled by the Facility. Any single Operating Cost in excess of the single
expenditure limit set forth in the Accounting Procedure for which the Operator requests approval through
approval of the Forecast should be clearly and separately identified. Each Forecast shall also provide for
comparison, a summary of the Forecast and a projection of expected final expenditures for the current
Year.

Approval of a Forecast shall constitute approval of all expenditures in accordance with this Agreement,
except single Capital Cost expenditures in excess of the single expenditure limit set forth in the
Accounting Procedure. If directed by the Operating Committee, separate approval for projects,
categorized as Operating Cosls, that have an estimated cost in excess of Operator's single expenditure
limit set forth in the Accounting Proéedure, shall be required.

ARTICLE VI

MEASUREMENT

701,

".

Exhibit "A", Operating Procedure, No. , Revision
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(b)

Acouracy

The metering facilities described under the Appendix titled "MEASUREMENT", shall be tested at
reasonable intervals by Operator. if any question arises as to the accuracy of measurement, any meter
shall be tested by Operator upon demand of an Owner and if found to be cerrect, or to be in error by not
more than two percent (2%) with respect to gas measurement, or one and one-half percent (1.5%) with
respect to equilibrium liGuid product measuremeént or one-half of one percent (0.5%) with respect fo fiquid
measurement (hereinafter called the "relevant percentage"), the expense of such testing shall be borne
by the Owner demanding the test. The expense shall be for the Joint Account if a meter is found fo be in
effor by more than the relevant persentage. An Owner, atiits sole cost and risk, may witness any test.

If, upon any tesi, the measuring equipment is found to be in error by not more than the relevant
percentage, the previous readings of such equipment shall be considered correct in computing the
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)

(e)

volumes being metered, but such equipmient shall be adjusted properly as soon as practicable to record
accurately.

If, upon any test, the measuring equipment is found to be inaccurate by riore than the relevant
percentage, any previous reading of such equipment shall, subject to applicable legal limitation periods,
be corrected to zero (0) error for any period which is known definitely or agreed upon by the Operating
Committee; however, if the period is not known definitely or agreed upon by the Operating Committee,
such correction shall be for a period covering the last half of the time elapsed since the date of the last
{est,

if the measuring equipment is out of service or requires repair, so that the volume being measured is not
correctly indicated by the reading thereof, the volure attributable to the period shall be estimated and
agreed upon on the basis of the best data available, using the most appropriate of the following methods:

(i by using the readings from any other measuring eguipment, if installed and accurately registering:
or
{ii} by comreciing the error If the percentage of error is ascertainable by calibratioris, test or

mathemati¢al calculation; or

(ili) by estimating on the basis of actual volumes measured during the preceding periods under
similar conditions when the meter was registering acourately.

Operator shall preserve and make avaflable for inspection by the Owners all original test and sample
data, charts and other similar records for a period of at least seven (7) Years after the end of the Year to
which they relate, or such further period required by the Operating Committee or the Regulations, as well
as any records to which an audit query relates until all such queries are resolved.

.702. Unit of Volume and Weight

The standards of measurements shall be governed by the following:;

(a)

(b)

©

the unit valume of gas for purposes of measurement shall be one thousand cubic metres (10°m®) of gas
at a temperature of fifteen degrees Celsius (15°C) and an absolute pressure of one hundred cne paint
three two five kilopascals (101.325 kPa);

the unit of volume of liquids for purposes of measurement shall be one cubic metre (1 m?) as defined in
the Weights and Measures Act (Canada), as amended; and

the unit of weight of solids for purposes of measurement shall be one tonne (1 f) being one thousand
kilograms (1000 kg).

703. Determination o6f Volumes

(@)

()

For purposes of measurement and meter calibration the atmospheric pressure at the point of
measurement hereunder shall be assumed to be constant at the pressire stated in the Appendix titled
"MEASUREMENT" irrespecttive of the actual elevation or location of any of the meters above sea level or
variations in the atmospheric pressure from time fo time.

Volumes of gas measured by orifice meters shall bé computed in accordance with the methods
prescribed in the publication entitted "Orifice Metering of Natural Gas, Standard 2530, American National
Standards Institute/American Petroleum Institute”, including the Appendix theréto as updated in 1985,
and as .amended. Volumes of gas shall be suitably corrected for deviation from Boyle's Law in
accordance with the Regulations.
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{©) Volumes of liquids shall be computed taking into consideration the compressibility and specific gravity, if
applicable, and volumes $o measured shail be corrected to fiteen degress Celsius (15°C).

.7'04. Change of Measurement Methodology

Notwithstanding any provisions of this Agreement to the contrary, if in order to comply with, or by reason of, the
Regulations, the basis or method of measurement hereunder must change, all charges incurred by Operator relating to
changing the basis or method of measurement shall be charged to the Joint Account. Operator may change the basis or
method of measurement in any manner approved by the Regulations, but if not required to do so, the charges incurred by
Qperator may be charged to the Joint Account enly with the approval of the Operating Committee.

ARTICLE VI

PRODUCTION AND FACILITY PRODUCTS

801, Owner's Share of Facility Products

Each Owner shall own the Facility Products that are attributable to Inlet Substances delivered te the Facility by or
on behalf of such Dwner. Allocation of Facility Products will be in accordance with the Appendix titled "FACILITY
PRODUCT ALLOCATION PROCEDURE". '

802. Losses in Handling, Flaring and Operation of the Facility

Each Owner owning Inlel Substances shall bear a share of any volumes of those Inlet Substances and Facility

Products that are lost as a result of rupture, release, flaring or handling in the Facility during each Month in accordance

ith the Appendix titled "FACILITY PRODUCT ALLOCATION PROCEDURE". Notwithstanding that Appendix, if Operator

.g able to identify the ownership of those lost volumes, those losses shall be borne by the Owners in proportion ta their
ownership of those volumes.

803. Fuel Gas Usage

Operator shall be entitled to use a portion of the Inlet Substances for fuel in Joint Operations. Fuel gas usage
shall be allocated to each Owner in accordance with the Appendix titled "FACILITY PRODUCT ALLOCATION
PROCEDURE".

804, Disposition of Facility Products

(a) Each Owner shall separately take in kind or dispose of its share of Facility Products at its own cost. To
the extent that an Owner (hereinafier in this Article called "non-taking Owner") fails to take or otherwise
adequately dispose of its share of Facility Products, then so long as such fallure continues, Operator in its
sole discretion, as agent arid for the account and at the expense and risk of the non-taking Owner, may
sell or purchase at Market Price or store all or any portion of the non-taking Owner's share of Facility
Products in any reasonable manner Operator sees fit, subject to the provisiens of this Clause.

Each Owner shall provide Operator with such information respecting such Owner's arrangements for the
disposition of its share of Facility Products as Operator may réasonably require to fulfil its obligations
hereunder. If an Owner fails to provide such information, or if any of the disposition arrangements
specified are inadequately provided for or are otherwise unworkable or impracticabie, Operator shall
forthwith so notify such Owner, who shall be deemed to be a non-taking Owner.
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The authority of Operator to enter into contracts for the sile of the hon-taking Owner's share of Facility
Products shall be restricted to contracts that are oniy for such reasoriable pericds of time as are
consistent with the minimum needs of the industry under the circumstances, provided that in no event
shall the term thereof exceed one (1) Month, unless such term may be terminated without penalty on no
mdre than one (1) Month's natice, or unless the non-taking Owner has othenwise agreed in wiiting. Such
authority shall be revocable, subject to the terms of any existing contracts for the sale of the non-taking
Owner's share of Fagility Products and the terms hereof, at the will of the non-taking Owner. When
Operator has so coritracted, the non-taking Owner may take its share of Facility Products in kind upon
the expiration of the current sales contract, if the non-taking Qwner provides written notice to Operator of
its intention to resume taking in kind at least thirty (30) Days in advanee of the expiration of that
arrangement. However, any such revocation shall only be effective so long as such Owner continués to
take in kind and separately dispose of its share of Facility Products.

Notwithstanding the foregoing, if due to Regulations or shipping restrictions, arrangements to sell, store
or otherwise dispose of Facility Products must be made prior to the date that the same are actually
produced, then at the request of the Operator each Owner shall make such arrangements at its own cost
prior to the date of production and shall give Operator notice of the same prior to the commencement of
the actual Month of production. [f any Owner fails to make such arrahgements and givé such notice,
such Owner shall be deemed to have failed to take in kind or dispose of its share of Fagility Products to
be allocated to it at the actual time and place of production, and Operator shall be entitled to exercise its
rights as aforesaid with respect to the non-taking Owner's share of Facilily Products as of the date that
the non-taking Owner was required to give notice as outlined above.

Insofar as Operator disposes of all or a portion of a non-taking Owner's share of Facility Products
pursuant to this Subclause, Operator shall advise the non-taking Owner of the manner pursuant to which
it has disposed of such Facility Products and other relevant information pertaining to the disposition within
one (1) Month of the commencemeant of that disposition.

.80.5. Distribution of Proceeds

Subject to the provisions of Clause 804, and unless otherwise agreed to by Operator, if Operator disposes of

another Owner's share of Facility Products pursuant to Clause 804, Operator shall forthwith pay to that Owner the
proceeds of such sale, less any costs associated with such sale and any other moneys payable with respect to the
Facility to Operator by that Owner. Such costs shall, uriless otherwise agreed to by Operator, include an administration
fee to cover Operator's cost of arranging for and carrying out the sale of a non-taking Owner's share of Facility Products
not taken in kind and disposed of by that Owner, as described by ALTERNATE A , immediately below:

ALTERNATE A. three percent (3%) ofthe gross proceeds of the sale of Facility Products;

ALTERNATE B. dollars per cubic metre ($___/m®) in the case of petroleum;

dollars per one thousand cubic¢ metres (§__ /10°m®) in the

case of natural gas;

dollars per cubic metre ($___/m® in the case of natural

gas liquids and substances other than petroleum and natural gas {(but not including

sulphur);
doltars pertonne ($____/f) in the case of sulphur;
ALTERNATE C. A flat fee of dollars ($__ ) per Month.
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Operator shall include with such payment a statement showing:the manner in which the amount was calculated.
If Operator does not pay such amount within thirty (30) Days following its receipt, the interest provisions of Subclause 602
(b) shall apply with respect to such outstanding amounts.

.806. Audit by Non-Taking Owner

To the extent anly that Operator sells all or a portion of the share of Facility Products of a non-taking Owner, the
audit provisions of the Accounting Procedure shall, with the necessary changes, apply with respect to such sale between
Operator and the non-taking Owner on whoseé behalf such Facility Products were sold, provided that Operator shall not be
required to provide the auditors with access to any of Operator's propristary marketing information and that the- non-taking
Ownaer shall bear all.costs of such audit.

807. Operator to be Indemnified

If an Owner does nol take in kind and separately dispose of its share of Facility Products and Operator disposes
of such Facility Products on behalf of theé non-taking Owner pursuant to this Article, the non-taking Owner shall indemnify
Operator with respect o any injury, loss or damage which Operator may suffer with respect to such sale by virtue of
defects in the non-taking Owner's title to such Facility Products.

808. Indemnification for Royallies and Other Payments

Each Owner shall pay or be responsible for the payment of and shall indemnify the other Owners against liability
for any and all royalties, overriding royalties, productlon payments, taxes and any and all other payments chargeable
against its share of Facility Products.

809. Warranty by Owners

Each Owner warrants that it has the right to produce its portion of the Inlet Substances and dispose of its portion

of the Facility Products and agrees to indemnify and save harmiess the other Owners from all actions, causes of actions,

laims and demands that may be made by any Person who has or claims to have an interest in such Inlet Substances or
Fadility Products.

ARTICLE 1X

DISPOSAL OF FACILITY INTEREST

601. Disposal of an Interest in the Fagility

Except as provided in this Article (X, no Owner shall sell, transfer, assign, mortgage or otherwise dispose of all or
part of Its initerést in the Facility or any Functional Unit. An Owner who intends to dispose of all or a part of its interest in
the Facilily or any Functional Unit (in this Article called "the Disposing Owner") shall comply with the provisions of
ALTERNATE C immediately balow:

ALTERNATE A. The Disposing Owner shall be under no obligation to obtain the consent of the other
Owners or to provide the other Owners with a right to acquire that Disposing Owner's
interest in the Facility.

ALTERNATE B. The Disposing Owner shall obtain the consent of the other Owners, and shall provide
them with information regaiding the disposition, including the description of the
Functional Unit Participation proposed to be disposed and the identity of the proposed
assignee. Such consent shall not be unreasonably withheld, and it shall be reasonable
for an Owner to withhold its consent to the disposition if it reasonably believes that the
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n disposition would be likely to have a material adverse effest on its Functional Unit
Participation or Joint Operations, including, without limiting the generality of all or any
part of the foregoing, a reasonable belief that the proposed assignee does not have the

. finahcial capability to meet prospective obligations arising out of this Agreement,
provided that an Owner which withholds its consent shall include in fs notice its reasons
for withholding consent. However, an Owner shall be deemed to have consented to the
disposition to the proposed assignee, unless, within twenty (20) Days, the Owner advises
the other Owners, by notice, that it is not prepared to consent to such disposition.

ALTERNATE C, (a) The Disposing Owner shall, by notice, advise each other Owner (in this Article
called an "Offeree") of its intention to make the disposition, including in such
notice a description of the Functional Unit Participation proposed 1o be disposed,
the identity of the proposed assignee, the price or other consideration for which
the Disposing Owner is prepared to make sieh disposition, the proposed
efféctive date and closing date of the transaction and any cther information
respecting the transaction which the Disposing Cwner redsonably believes would
be material 1o the exercise of the Offerees' rights hereunder (such netice in this
Article calted "the Disposition Notice").

(9] If the consideration described in the Disposition Notice cannot be matched in
kind and the Dispositicn Notice does not include the Disposing CQwner's bona fide
estimate of the value, in cash, of such consideration, an Offeree may, within
seven (7) Days of the receipt by the Offerees of the Disposition Notics, request
the Disposing Owner to provide such estimate to the Offerees, whereupon the
Disposing Owner shall provide such estimate in a timely manner and the election
period provided herein to the Offerses shall be suspended until such estimate is
received by the Offerees.

the considerafion described in the Disposition Notice or provided pursuant to
Subclause {(b), as the case may be, the matter shall be referred directly to
arbitration under the Appendix titled "DISPUTE RESOLUTION" within seven (7)
Days of the receipt of such estimate. The Disposing Owner arid the applicable
Offeree shall thereupon diligently attempt 1o complete such arbitration in a timely
manner. The equivalent cash consideration determined in such arbitration shall
thereupon be deemed to be the sale price for the Functional Unit Participation
described in the Disposition Notice,

. {c) If there is a dispute as fo the reasonableness of an estimate of the cash value of

(s)] Within the later of i) thirty (30) Days fram the receipt of the Disposition Notice, as
modified by any suspension pursuant t6 Subclause (b) of this Alternate C; or i), if
Subclause (c) of this Alternate C is applicable, fifteen (15) Days from receipt of
notice of the arbitrated value determined pursuant to the preceding Subclause,
an Offeree may give notice to the Disposing Owner that it elects to purchase the
Functional Unit Participation described in the Disposition Notice for the applicable
price (in this Article called a "Notice of Acceptance"}. A Nofice of Acceptance
shall create a binding contractual obligation upon the Disposing Owner to sell,
and upon an Offeree giving a Notice of Acceptance to purchase, for the
applicable price, all of the Functional Unit Parlicipation included in such
Dispositien Notice on the terms and conditions set forth in the Disposition Notice.
However, if more than one Offeree gives a Nolice of Acceptance, each such
Offeree shall purchase the Functional Unit Participation to which such Notice of
Acceplance pertains in the proportion its Functional Unit Participation bears to
the total Functional Unit Participation of all such Offerees.

@
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(&) If the Functional Unit Participation describéd in the Disposition Notice is not
disposed of to one or more of the Offarees pursuant to the preceding Subclause,
the disposition to the proposed assignee shall be subject to the consent of the
Offerees. Such consent shall not be unreasonably withheld, and it shall be
reasonable for an Offeree to withtiold its consent to the disposition if it
reasonably believes ihat the disposition would be likely to have a material
adverse effect on its Functional Unit Participation or Joint Operations, including,
without limiting the generality of all of any part of the foregoing, a reasonable
belief that the proposed assignee does not have the financial capability to meet
prospective obligations arising out of this Agreement, provided that an Owner
which withholds its corisent shall include fis reasons for withholding conisent in its
notice, However, an Offeree shall be deemed to have consented to the
disposition to the proposed assignee, uniess, within the time period prescribed in
Subclause (d), the Offeree advises the other Owners, by notice, that it is not
prepared fo consent to such disposition.

® If the Functional Unit Participation described in the Disposition Notice is not
disposed of to one or more of the Offerees pursuant to Subclause (d) of this
Alternate C, the Disposing Owner may, subject fo obtaining the consents
prescribed by the preceding Subclause, dispose of such Functional Unit
Participation at any time within ene hundred and fitty (150) Days from the
issuance of such Disposition Notice, provided that such disposition is not on
terms that are more favourable to such proposed assignee than those offered in-
the Disposition Notice.

(@) Following a disposition herein or one hundred and fitty (150) Days following the
issuance of a Disposition Notice from which a disposition did not resuli, as the
case may be, the provisions of this Clause 901 shall once again apply to the
Funetiona! Unit Participation described in the Disposition Notice,

Unrestricted Disposals

Notwithstanding anything contained in this Article IX, an Qwner may transfer all or a portion of its interest in the
Facility without providing prior notice or the option to acquire such interest to the other Owners in the following instances,

(a)

(b)

()

a disposition to an Affiliate of the Owner, or in consequence of a merger or amalgamation of the Owner
with another ¢arporation or pursuant to an assignment, sale or disposition made by an Owner of its entire

Facility Participation to a corporation in return for shares in that corporation or to a registered pannershlp
in return for an interest in that partnership;

if 4 portian of an Owner's interest in the Facility is disposed of as a result of the conversion of a gross
overriding royalty Interest or other interest to a working interest in a well pursuant to an agreement in
existence as of the Effective Date, and the production from such well Is required to be delivered to the
Facility;

a disposition made by an Owner of all, or substantially all, or of an undivided interest in all er substantially
all, of its petroleum and natural gas rights in the province or territory where the Facility is siuated, and for
the purposes of {his Subclause, "substantially all' means a percentage of ninety percent (90%) or more of
the net hectares held by such Owner in thal pravince or territory,
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-(d)

(e)

Subclause (d) shall X_/shalinot ___ apply:

a disposition made by an Owner of all, or substantially all, or of an undivided interest in all or substantially
all, of its petroleum and natural gas rights in wells producing to the Facility, and for the purposes of this
Subclause, "substantially all" means a percentage of ninely percent (90%) or more of the working interest
held by such Owner in such wells; and '

Subclause (e) shall ___/shallnot X_apply:
a disposition made by an Owner of a portion of its petroteum and natural gas rights in wells producing to

the Fagility, where such disposition is accompamed by the disposition of a proportionate part or share of
the Facility.

However, an Owner making such a disposition pursuant to Subclatise (a), (b}, (c), (d) or (e) of this Clause shail
advise the Operator of such disposition in a timely manner, and shall comply with the provisions of Clause 905.

if the transfer is to an Affiliate, the Owner shall execufe and deliver to Operator a continuing guarantee of all
obligations to be assumed by the Affiliate under this Agreement. Such guarantee shall also provide that the guarantor
waives notice of any extensions, modifications or amendments to this Agreement and agrees to be bound thereby; that
no such extensions, modifications or amendments will release the guarantor; and that the guarantor will not be released
by any waiver of any obligation of the Affiliate by the indulgenee or concession granted to it.

Financing
Notwithstanding anything contained in this Article 1X:

(@) An Owner may morigage its interest in the Facility; provided that any such mortigage shall expressly
provide that the mortgagee shall hold the interest subject to all the terms and provisicns of this
Agreement, and shall also provide that upon any realization of the security, the party acquiring the

. interest in the Facility shall be required to assume all obligations of the mortgagor under this Agreement,
including the obligations imposed under Clause 905; and

{(b) An Owner may assign ils interest in the Facility in connection with an arfangement far the financing of its
interest in the Facility provided that:

() any such assignment shall expressly provide that the assignee shall hold the interest subject to
alt the terms and pravisions of this Agreement;

(ii) until the assignee gives notice to Operator of a default by the assignor under the arrangement for
financing and complies with the provisions of Clause 905, the assignor shall not be released from
its obligations under this Agreement, shall remain an Owner for the purposes of Exhibit "A",
onder the Appendix titled "FACILITY AND FUNCTIONAL UNIT PARTICIPATION", and the
Owners shall be entitled to deal exclusively with the assignor in all matters under this Agreement;

{ii} until the assignee gives notice to Operator of a default by the assignor under the arrangemient for
financing and complies with the provisions of Clause 905, the assignor shall have full power and
authority to act on behalf of and bind the assignee for all matters respecting this Agreement, and
any information , notices or billings served on or by, or any payment to the assignor shall be
deemed to have been served on or by or payment made to the assignee and the other Owners
shall netther honour notices from nor give notices to the assignee: and

(V) any such assignment shall expressly provide that Immediately upon receipt by the Operator of
notice from the assignee that the assigner is in default under the arrangement for financing,
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e realization of-the security or otherwise; the assignee shall be required to assume ali obligations of
the assignor under this Agreement.

.304. Admission of New Owners Through Enlargement

No Person shall become an Owner through an Enlargement except with the approval of the Operating Committee
and upon such terms and conditions as may be imposed by the Operating Committee, which shalt include the condition
that any Person becoming an Owner shall execute and deliver to Operator one (1) counterpart of this Agreement.

905. Disposal of Interest Documentation

'(a) Every disposition of an interest in a Funcﬁonal Unit shall be made subject to this Agreement and shall not

be binding on the other Owners until the first Day of the Month next following the date:

()] the Person acquiring the interest, if not already an Owner, has executed and delivered to
Operator ane (1) counterpart of this Agreement; and

(i) a copy of the instrument, executed by both the disposing Owner and its assignee, evidencing
such change in ownership has been delivered 1o Operatar.

Once such disposition becomes effective, the assignor shall thereupon be refieved from all obligations

that thereafler accrue hereunder with respect to the assigned interest, subject to Clauses 504, 505, 902
and 1001. ‘ :

[(9)] Subject to Clause 307, the assignment of any interest in the Facility by an Owner while acting in the
. capacity of Operator shall not confer upon the Person acquiring such interest the position of Operator.

906. Change of Name

. An Owner whose name is changed by due legal process shall notify and supply evidence of the change to
Operator as soon as possible.

ARTICLE X

TERM AND TERMINATION
1001. Term

This Agreement shall remain in full force and effect from the Effective Date so long as all or any portion of the
Facility is held pursuant to this Agreement and so lang thereafier as may be necessary to decommission, abandon,
dispose of and reclaim the Fagility, in accordance with the Regulations, and final settlement of accounts has been made
amoang the Owners, provided that those provisions related to audit, liability, indemnnity, disposal and salvage of Material
and enforcement of default shall survive for six (6) Years thereafter or such later time as may be prescribed by the
Regulations.

1002, Termination

Subject to the provisions of Clause 1001, this Agreement shall terminate upon a vote of the Operating Committee
in accordance with Subclause 204 (j).

Exhibit "A", Operating Pracedure, No, , Revision , Carrection Maill Ballot No. , Effective
H:\DataWinword\Agreements\Taber SGLYI 089HookerEasiComp&GGESCOR0EXA doo

27



LR

. 1003. Salvage or Disposition

If required by the Regulations or directed by the Operating Committes to salvage the Facility or any Functional
.Jnit or portion thereof as the case may be, Operator shall, for the Joint Account:

@

(&)

salvage as much of the Facility, Funotional Unit or portion thereof, as the case may be, as can
economically and reasonably be salvaged or otherwise dispose of the same in the manner determined by
the Operating Cornmittee; and

clean up and restore the site of the Facility, Functional Unit or pertion thereof, as the case may be, In
accordance with the Regulations and to the satisfaction of any governmental body having jurisdiction with
regard thereto and to the reasonable satisfaction of the owner or occupier of the Tand upon which the
Facility is located.

1004. Proceeds and Cosls

The proceeds and costs of salvaging, decommissioning, abandenment, reclamation or disposing of any portion of
the Fagility, incurred pursuant to Clause 1003, shall be shared and borne by the Owners of the Functional Unit to which
such salvage or disposal relates, based on each Owner's respective Functional Unit Participation in such Functional Unit.

ARTICLE XI

GENERAL PROVISIONS

1101.

1102,

1103.

Enurement

Subject to the provisions of Clause 905, this Agreement shall enure fo the benefit of;, and be binding upen, the
.espective heirs, executors, administrators, successors and permitted assigns of the Owners,

No Partnership

Nothing herein contained shall be read or construed as creating a parnership, or as imposing upon any Qwner
any partnership duty, obligation or liability of any kind, it being the express intention of the QOwners that the respective
rights, obligations and liabilities of each of the Owners under this Agreement and in respect of the subject matier hereof
generally, shall be several, and not joint or joint and several.

Force Majeure

(a)

(k)

For the purposes of this Clause, "force majsure” means an occurrence beyond the reasonable control of
the Owner cléiming suspension of an obligation hereunder, which has not been caused by such Owner's
negligence and which such Owner was unable to prevent or provide against by the exercise of
reasonable diligence at a reasonable cost and includes, without imiting the generality of the foregoing, an
act of God, war, revolution, insurrection, blockage, riot, strike, a lockout or éther industrial disturbance,
fire, lightning, unusually severe weather, storms, floods, explosion, accident, shortage of labour or
materials, or government restraint, action, delay or inaction. ‘

If any Owner is prevented by force majeure from fulfilling any obligations hereunder, the obligations of
that Owner, insofar as its obligations are affected by the force majeure, shall be suspended while the
force majeure continues to prevent the performance of such obligation and for that time thereafter as that
Owner may reasonably require to commence to fulfil such obligation, An Owner prevented from fulfilling
any obligation by the force majeure shall promptly give the other Owners natice of the force majeure and
the affected obligations, including reascenably full particulars in respect thereof.,
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1104. Notlices

1105. Suits

other Owner.

©

()

The Owner claiming suspension of an obligation as aforesaid shall promptly remedy the cause and effect

of the applicable force majeure, insofar as it is reasonably able so to do, and sttch Owner shall prompty
give the other Owners notice when the force majeure ceases to prevent the performance of the
applicable obligation. However, the terms of setilement of any strike, lockout or other industrial
disturbance shall be wholly in the discretion of such Owner, notwithstanding Subclause (a), and that
Owner shall not be required to accede to the demands of its opponents in any strike, lockout or industrial
disturbance solely to remedy promptly the force majeure thereby constituted.

Notwithstanding anything contained in this Clause, lack of finances shall not be considered a force
majeure, nor shall any force majeure suspend any obligation for the payment of money hereunder:

All natices and other communications to be given in connection with this Agreement shall be in wriling and shall
be sufficiently given:

(@)

(b)

(©

if delivered by hand orf by courier to an Owner at its address for service, such delivery shall be deemed
received by the Owner when actually delivered, if such delivery is during Owner's normal business hours,
on any Day other than a Saturday, a Sunday or statutory holiday. [|f such notice or other communication
is not delivered during the Owner's normal business hours, such notice or other communication shall be
deemed fo have been received by Owner on the Day next following the date of delivery, other than a
Saturday, Sunday or statutory holiday;

except during any period of actual or impending postal disruption, if sent by first class mail, er by airmail if
sent from outside Canada or the United States, postage prepaid, to an Owner at its address for service,

such mailing shall be deemed received by the Owner on the fourth Day following the date of mailing

(Saturdays, Sundays and statutory holidays excepted). However, if postal service is interrupted or

operating with unusual or imminent delay, such notice or other communication shalt not be sent by such

means during such interruption or period of delay; and

to an Owner which has provided a direct telecommunication number as part of its address for service, if
sent by telecommunication to the Owner's designated telecommunication number, such transmission
shall be deemed received by the Owner when actually received, if such transmission is during Owner's
normal business hours on any Day other than a Saturday, Sunday or a statutory holiday. If such notice
or other communication is not received during the Owner's normal business hours, such notice or other
communication shall be deemed to have been received by Owner on the Day next following the date of
transmission, other than a Saturday, Sunday or a stalutory holiday.

For the purposes of this Clause 1104, the address for service for each Owner initially shall be the address set
forth below its signature on the execution page of the Head Document. Operator may changes its address for service by
giving written notice thereof to each of the other Owners, and any other Owner may changé its address for service by
giving written notice thereof to Operator.

An Owner who is sued on an alleged cause of action arising out of Joint Operations shall forthwith notify avery

1106. Compliance with Laws and Regulations

Exhibit "A", Operating Procedure, No, , Revision . Carrection , Mail Ballot No.
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- 1107. Governing Law

This Agreement shall be governed by and construed in accordance with the laws of the Province of Alberta and
he laws of Canada applicable therein, and each of the Owners submits to the exclusive jurisdiction of the courts of the
Province of Alberta for the interpretation and enforcerment héereof.

1108. Waiver

No waiver by any Owner of any breach (whether actual or anticipated) of any of the covenants, provisions or
conditions herein contained shall take effect or be binding upon that Owner unless the same is expressed in writing under
the authority of that Owner. Any waiver so given shall extend only to the particular breach so waived and shall not limit or
affect any rights with respect to any other or future breach.

1109, Statute of Limitations

The two (2) year period for seeking a remedial order under.section 3(1){a) of the Limjtations Act, S.A. 1996 c. L-
15.1, as amended, for any claim (as defined in that Acf) arising in connection with this agreement is extended to:

(a) for claims disclosed by an audit, two (2) years after the time this agreement permitted that audit to be
performed; or

(b) for all other claims, four {4) years.

1110. Further Assurances

Each Owner shall from time to fime and at all times do all such further acts and execute and deliver all further
documents as may be reasonably required in order to perform and carry out the terms of this Agreement.

.‘I 111. Partiticning

No Owner shall resori to any action for partition, or sale in lieu of partition, of any real property comprised in the
Facility, or any portion thereof.

1112. United States Taxes

If for the purposes of the United States Internal Revenue Code of 1986, as amended ("the Code", this
Agreement or the relationship established thereby constitutes a partnership as defined in Section 761 (a) of the Code,
each Owner who is entitled under such Section to elect, hereby elects 1o have such partnership excluded from the
application of Subchapter K of Chapter 1 of Subtitle A of the Code, or such portion thereof as the Secretary of the
Treasury of the United States, or his delegate, permits to be so excluded. Operator is authorized to execute such election
on behalf of the applicable Owners and to file the election with the proper United States government office or agency.
Operator is further authorized and directed to execute and file such additional and further evidence of such election as
may be required, all af the expense solely of those Owners subject to the Code. However, if Operator is not subject to
the Code with respect to the Facility, the obligations of Operator under this Clause shall be fulfiled by the Owner who is
subject to the Code with respect to the Facility and who, among thase Owners subject to the Code, holds the greatest

Facility Participation.

1113. Confidentiality

Each Owner entiiled fo information obtained hereunder or pursuant to this Agreement may use such infarmation
for its sole benefit. However, the Owners shall take such measures with respect to Joint Operations and internal security
as are appropriate in the circumstances to keep confidential from third Persons alf such information, except information
which the Owners have expressly agreed among themselves to release and information disclosed by an Owner:

Exhibit "A", Operating Procedure, No. . Revision . Correction , Mail Ballot No. , Effective . .
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- (@) when and to the extent required by the Regulations and securities laws applicable to such Owner,
provided that such Owner shall invoke any confidentiality protection permitted by such
Regulations and securities laws;

3)] to an Affiliate, provided that such Owner shall be deemed to have required such Affiliate to
maintain the confidential status of the disclosed information in accerdance with this Clause 1113,
that such Affiliate shall be deemed to have accepted such obligation and that such Owner shall
be liable for any loss suffered by the other Owners, or any of them, because of the failure of such
Affiliate to maintain such infarmation confidential; '

©) to a third Person to which such Owner is seeking to assign all or a portion of its interest
hereunder; provided that a binding ¢ovenant is oblained from such third Person prior to
disclosure which provides, inter alia, that none of such information shall be disclosed by it to any
other third Person;

{d) to the technical, financiat or other professional consuitants of such Owner which require such
information to provide their services to such Owner or to a bank or other financial institution from
which such Owner is attempting to obtain financing, provided that a hinding covenant is obtained
from such consultant or financier, as the case may be, prior to such disclosure, which provides,
inter alia, that none of such infarmation shall be disclosed by it to any other third Person or used
for any purposes other than advising such Owner or providing financing te such Owner, as the
case may be.

However, the confidentiality obligation in this Clause shall not extend to information to the extent it is in the public
domain, provided that specific items of information shalt not be considered to be in the public domain merely because
more general information is in the public domain.

Noiwithstanding the foregoing provisions of this Clause, any Owner which otherwise ceases to be bound by the
a nrovisions of the Agreement shall nevertheless remain bound by the provisions of this Clause with respect to information
btained hereunder or pursuant to this Agreement until and to the extent that such information is in the public domain.

1114. General Business Conduct

Except as otherwise provided herein, none of the Owners nor any of their Affiliates, directors, officers,
consultants, agents ar employees shall give or receive any commission, fee, rebate, gift or entertainment of significant
cost or value in connection with this Agreement.

1115. Supersedes Previous Agreements

Unless otherwise provided in the Head Document, this Agreement supersedes all other previous agreements,
documents, writings and verbal understandings among the Owners relating to the Facility, and expresses all of the terms
and conditions agreed upon by the Owners with respect o the Facility.

1116, Time ofthe Essence

Time is of the essence in this Agreement.

4117. No Implied Covenants

The Owners have expréssed herein their entire understanding and agreement coneerning the subject matter of
this Agreement. No implied covenant, condition or term shall be read into this Agreement, nor shall any prior oral or
written understanding entered into modify or compromise any of the terms and conditions herein.
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- 1118. Waiver of Relief

The Owners acknowledge that any default, forfeiture or assignment provisions contained in this Operating
.3rocedure are reasonable and equitable. Each Owner waives any and all rights which it may have at law, in equity or By
the Regulations, against default, forfeiture or penalty if such provisions are invoked.

1119. Restrictions

The Owners hereby agree that within the area of the Facility, their respective employees and the employees of
contractors and subcontractors employed thereon, shali not be permitted to:

A, posséss, use, distribute or sell alcoholic beverages;
B. misuse legltimate drugs;
C. possess, use,-distribute or sell illicit drugs or non-prescribed prescription drugs or other controlled

substances; or
D. perform hereunder while under the influence of alcohol ar any such other drugs or substances.

The Operator shall adopt and enforce work rules and shall use its best efforts to include appropriate provisions in all
relevant contracts to uphold such restrictions,

®
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APPENDIX | of EXHIBIT "A" to

7 Agreement for the
Construction, Ownership and Operation of the
Hooker East Compression and Gas Gathering System

FACILITY AND FUNCTIONAL UNIT PARTICIPATION

101.  Fagility Participation and Functional Unit Participation

Overall Facility

Owners F. Unit #1 F.Unit#2 F. Unik#3 F. Unit#4 Participation

MFC Resource Partnership 75.0% 75.0 75.0 50.0 74.3
ExxonMobit Canada Energy 25.0% 250 _25.0 _50.0 2567

Total 100.0% 100.0 100.0 100.0 100.0

. Relfative Weighting 3.458% 37.446%  56.296% 2.800% 100.000%

102.  Basis for Determination

(a) Facility Participation
The initial Facility Participation of each Owner has been determined and expressed as a
percentage representing the proportion that each Owner's estimated investment value in
the Facility bears to the total aggregrate estimated investment value of all Owner's in the
Facility as per Appendix X of this Agreement..

{b) The initial Facility Participation shail be subject to a Capital equalization based upon a
Capltal audit of Facility costs.

Revision No. 4 Effective May 1, 2014

. *F, Unit = Functional Unit.
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APPENDIX Il of EXHIBIT "A" to

Agreement for the
Construction, Ownership and Operation of the
Hooker East Compression and Gas Gathering Systein

DESCRIPTION OF FACILITY AND FUNCTIONAL

UNITS, MAP AND SCHEMATIC

Facility Description

(a) The Facility shall include pipelines, compressors and their associated equipment for the gathering
and compression of Inlet Substances.

{b) The Facility is primarily located in the east 1/2 of Townships 17 and 18 , Range 29 West of the
fourth Meridian.

Functional Unit Descriptions

{a} Functional Unit #1 includes pipeline from 5-15-17-29W4M to 7-17-17-20W4M.

(b) Functional Unit #2 includes the compressor at 2-20-17-290W4M as well as the pipeline that extends
from the 2-20-17-28W4M compressor to 11-27-17-28W4M including the valve at 11-27-17-20VW4M

{c) Functional Unit #3 is the proposed compressor located at 11-15-18-29VW4M and the pipeline from
11-27-17-29W4M to 11-15-18-29W4M,

{d} Functienal Unit #4 is the 6" pipeline extending from 12-22-18-29W4M to 12-15-18-29W4M,

**corrected FU #4 location to read 12-15-18-20W4M, not 12-15-18-28WAM

EXHIBIT "A", APPENDIX It, NO. __, REVISION 1, CORRECTION 1, MAIL BALLOT NO. 2004-01,
EFFECTIVE Nov 1, 2002,
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APPENDIX ill of EXHIBIT "A" to

Agreement for the
Construction, Ownership and Operation of the
Hooker East Compression and Gas Gathering System

ACCOUNTING PROCEDURE

101.  Accounting Procedure Chosén

Alternate _A_immediately below shall apply as a schedule to this Appendix:

ALTERNATE A. The Accounting Procedure is the 1996 Petroleum Accountants
Saciety of Canada's Accounting Protedure and has been
modified only as shown in Clause 103 hereof. The elections
chosen and values inserted are described in Glause 102 hereaf.

ALTERNATE B. The Accounting Procedure is unigue to this Agreement
and Is attached hereto as Schedule A.

RATES, ELECTIONS AND MODIFICATIONS TO THE
1996 PETROLEUM ACCOUNTANTS SOCIETY OF CANADA
(PASC) ACCOUNTING PROCEDURE AND EXPLANATORY TEXT

When using this model care should be taken to ensure consistency and avoid conflicts with the
hody of the Agreement {which takes precedence).

Some general areas which should be checked are:

References to the parties and approval process should be consistent with the Agreement. The
model refers to approval by the Owners, but the Agreement may refer to an Operating
Committee. '

Clauses 110, 111, and 112 in the model may be covered in the Agreement, in which case they
should be changed to refer to the appropriate clause in the Agreement. (These accounting
matters are best covered in the accounting precedure with reference to the Agreement.)

1
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102. Rates and Flections

The following clauses of the Accounting Procedurs are modified to include the indicated election,
alternate, option or value:

105, Operating Fund: 10 %
110.  Approvals: Clause 204 (e); from; percent ( %)
112. Expenditure Limitations: )

(2) excess of Fifty Thousand doliars ($50,000.00)

(c)-excess of Ten Thousand dollars ($10,000.00)

202, Employee Benefits:
(b} exceed Twenty-iwo percent { 22%)

213. Camp and Housing:
(b) shall / shall not XX

216. Warehouse Handling:
Five percent (5.0 %)

221.  Allocation Options:

CLAUSE OPTIONS FOR CHARGING JOINT ACCOUNT
Fixed $/ Month
Subject to Not subject Percentage Other
302 (e) to 302 (e) of Direct (Specify)
Cost {Well/m3)
204 N/A N/A N/A N/A
207(c) N/A N/A N/A N/A
212 N/A N/A N/A NIA
213(a) N/A N/A NIA N/A
214 N/IA N/A N/A NIA
2
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302. Overhead Rates:
{a) Exploration Project N/A percent ( NIA %)

OR
m percent ( ___ %) dollars (§ )
2 percent { _ %); _ dollars ($ )

(3) percent ( _ %).

(b) Drilling of a well _N/A_ parcent ( N/A %)

OR
(h_____percent{___ %) dollars ($ . )
(2)_____percent( __ %), dollars ($ )

(3 ___ percent( __ %).
{c) Initial Construction percent( _ %)

OR
(1 __Five percent { 5 %); Fifty Thousand  dollars ($ 50,000,900

(2) __Thiee percent( _3 _%); _One Hundred Thousand dollars ($  100,000.00 )
(3 ~ One__ percent( 1  %).

(d) Construction Project percent ( Ya)
OR
(1) __Five _percent{ 5 %); Fifty Thousand dollars (§  50,000.00 )

(2 __Three ~_Three percent{ 3 %); __One Hundred Thousand dollars ($  100,000.00
(3 " One percent{ 1 %).

(&) Operation and Maintenance:

(1) Ten  percent{ 10 %) of Cost; and

2 N/A dollars ($ N/A }or
(3) N/A dollars (3 N/A )

Subclause 302(e)(2) and 302(e)(2) hereof shall /shall not XX

406. Dispositions: _Fifty Thousand  doliars($ _50,000.00 )

103.  Modifications o the PASC Accounting Procedure

The Accounting Procedure is modified as follows:
The clauses cantained in the Accounting Procedure are deleted and replaced as follows:

Clause 102 - The Operator shall bill each Non-Operator an or before the last day of each month
for iis proportionate share of the Joint Account for the preceding month. Such bills shall be
accompanied by statements which identify the authority for expenditure, fease or facility, and all
charges and credits, summarized in accordance with the Joint Interest Billing Exchange Chart of
Accounts as most recently recommended from time to time by the Petroleumn Accountants
Society of Canada classifications, as a minimum.

In the event that production revenue settiement statements are submitted by the Operator,
sufficient voluretric, pricing, and revenue information hy product, production month and year
shall be provided to enable each Non-Operator to correctly caloulate and record its income and

pay its obligations attached hereto.
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Subclause 107(b) - Subject to Subclause 107 (¢) hereof, payment of any bills or requests for
advances shall not prejudice the right of the Non-Operator to protest or question the correctness
thereof; provided however, all bills and statements rendered to the Non-Operator during any
calendar year shall be presumed to be true and correct after the later of twenty-six (26) months
following the end of such calendar year or any approved extensions pursuant to Subclause
108(b) of this Accounting Procedure, unless before the end of the said twenty-six (26) months or_
any approved extensions pursuant to Subtlause 108(b), whichever is later, the Non-
Operator takes written exception thereto and makes claim on the Operator for an adjustment.

Subclause 108(d) - The status of all claims of discrepancies issued by the audit committee shall
be reporied to the Owners within twelve (12) months of the date the claims were issued. Claims
reported as unresolved shali be submitted forthwith by the Operator to the Owners for resolution

in accordance with the pravisions of the Agreement for resolution of disputes, or in the absence
of such provisions, in accordance with the Arbitration Act for the Province of Alberta. All
necessary adjustments resulting from the Owners' resolution shall be reported by the Operatorto -
the audit committee and adjustments processed within thirty (30) days of the date of resolution.

Subclause 109(b) - The Operator shall maintain records of all Conirollable Material stored at

jointstack-jocations a joint Warehouse.

113. Value Added Tax -

(a) Forrefundable value added, goods and services or sales taxes, the Operaler is authorized 1o
make all efections and file all forms or documents required to administer such taxes on behalf of
the joint Account, including any documents which are required to deem all purchases of goads
and services to be purchases of the Operator, and all recoveries to be recoveries of the Operator.

(b) For ail amounts payable by one Owner to any other Owner, including any payment as a
result of a breach of this Agreement, applicable value added, goods and services or sales taxes
and similar levies, shall be added to the amount payable unless the transaction is covered under

113(a) above.

Subclause 201(a)(6) - Salaries and wages of the Operator's employees engaged in Production
Engineering who are either temporarily or permanently assigned to and directly employed off-site
in direct support of Joint Operations. [STANDARD PASC MODIFICATION]

Subtlause 207(d) - Maintaining and operating an On-Site Warehouse that is part of the Joint
Property. When addilional operations or activities are served by the On-Site Warehouse, the cost
of maintaining and operating the On-Site Warehouse shall be aliocated armong all operations and
activities served, on an equitable basis or as otherwise agreed to by the Owners pursuant to
Clause 216 of this Accounting Procedure. f[STANDARD PASC MODIFICATION]

Clause 406 - The Operator shall make timely disposition of idle and/for surplus Material, either
througti sale to the Non-Operators or sale to other parties. The Operator may purchase, but shall
be under no obligation to purchase, the interest of the Nonr-Operator's surplus Material. All sales
of Material, regardless of Condition, the proceeds from disposition of which is greater than  fifty
thousand dollars (§ 50,000.00 ) shall be suhject to approval by the Owners. Al other
disposals of Material shall be at the discretion of the Operator excepling sale to the Operator or
its Affiliates. Excaptions shall be priced pursuant to Clause 402 of this Accounting Procedure
unless prior approval by the Owners is obtained.

Clause 501(h) - The Operator shall conduet an inventory of stock maintained in a VWarehouse
wihiich is part of the Joint Operations an a annual basis or as otherwise approved by the Owners,
[STANDARD PASC MODIFICATION]
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Except as otherwise provided for in Clause 101, 102 and 103 hereof, the Accounting Procedure
published by the Petroleurn Accountants Society of Canada, 1996 (copyright) is hereby
incarporated in its entirety in the Agreement and the Parties so warrant that said Accounting

Procedure has been amsended only to the extent set forth herein.

104, Warranty as to Modifications

5
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APPENDIX IV of EXHIBIT "A" to
Agreement for the

Construction, Ownership and Operation of the
Hooker East Compression and Gas Gathering System

STRUCTURE AND SHARING OF
THE JOINT ACCOUNT

101,  Structure of the Joint Account

The Joint Account for the Facility and all statements furnished to the Owners shall be segregated
by Funictional Units and divided into Capital Costs and Operating Costs.

102.  Sharing of Joint Account Amongst Owners

(@) The Owners shall reimburse Operalor for Capital Costs and Operating Costs as follows:
()] Capital Costs - in proportion to their Functional Unit Participations.

(i Varlable Operating Costs - Monthly on an interim basis in proportion to their
Functional Unit Parlicipations which shall be subject to annual adjustment
pursuant to Subclause (d) hereof.

(iii) Fixed Operating Costs - in proportion to their Functional Unit Participations.

{b) Operator shall distribute non-Owner fee income, as may be charged from time to time
pursuant to Clause 104 of the Appendix titled "CAPACITY USAGE", to the Owners
Monthly on an interim basis in proportion to their Functional Unit Participations and such
distribution shall be subject to an annual adjustment pursuant to Subclause (d) hereof.

(c) Operator shall distribute the Surplus Capacity usage charges, as may be charged from
time to time pursuant to Clause 103 of the Appendix titied "CAPACITY USAGE", to the
Owners Monthly on an interim basis on available excess capacity and such distribution
shall be subject to an annual adjustment pursuant to Subclause (d) hereof.

(d)  Qperator shall, within one hundred and eighty (180) Days of the end of the preceding
year adjust the distribution of the costs, fee income and Surplus Capacity usage charges
made pursuant to Subclauses (a), (b) and (c) hereof to refiect the following basis for

sharing:

{0 Operating Costs and nan-Owrier fee income (Operating Cost Component) shall
be shared by the Owners on the basis of each Owner's volumne of Inlet
Substances.

(i) Surplus Capacity usage charges and non-Owner fee income (Capital

Component) shall be shared by the Owners contributing Surplus Capacity on the
basis of each such Owner's prorated share ef Surplus Capacity so contributed.”

1
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APPENDIX V of EXHIBIT "A" to
Agreement for the
Construction, Ownership and Operation of the

Hooker East Compression and Gas Gathering System

CAPACITY USAGE

101.  Determingtion of Capacity

The Capacity shall be redetermined by Operator, for the approval of the Operating Committee pursuant to
Subclause 204 (g) of the Operafing Procedure, at reasonable intervals to take intd constderation prevailing
operating conditions. If the sum of all Owners' and non-Owners’ average daily throughput for any given Month
exceeds the Capacity of that Functional Unit, then Operator shall deem the actual throughput to be the Capacity
for all Accounting purposes for that Month and shail refer the matter to the Operating Committee for decision as to
whether or not Appendix IV, Table | Capacity should be revised.

102, Owner Surplus Capacity Usage

(a) Determination of utilized Surplus Capacity

() Operator shall determine each Owner's throughput through each Functional Unit
on a Monthly basis.

(in) Operator shall determine each Owner's Surplus Capaclty or utiized Surplus
Capacity in each Functional Unit for the period specified in Paragraph (i) of this
Subclause 102 (a) by taking the difference between each Owner's average daily
throughput and that Owner's Capacity Ownership in the respective Functional
Unit.

(ili) Operator shall prorate the total utilized Surplus Capacity in a Functional Unit to
those Owners with Surplus Capacity in the proportion that their respective Surplus
Capaclties bear fo the {ntal Surplus Capacity in the Functional Unit,

{iv) If more than one Owner desires ta utilize Surplus Capacity, such Surplus
Capaclty shall be prorated among the Owners desiring to utilize it for the
processing of Owner’s Substances, in the proportion that each Owner’s
Functional Unit Participation in that Functional Unit bears to the total Functional
Unit Participation of all Owners desiring to utilize such Surplus Capacity in that
Functional Unit. If under the foregoing prorationing, an Owner is eligible to utilize
more of the Surplus Capacity than such Owner desires to utilize, that Owner shall
be allocated only its desired share of Surplus Capacity, which share of Surplus
Capacity shall be subtracted from the total Surplus Capacity available. The
remaining Surpius Capacity shall be prorated in thé above manner to the other
Owners until all of the Surplus Capacity is fully utilized.

(b) Calculation of utilized Surplus Capacity charge

(i An Owner that has utifized Surplus Capacity in a Functional Unit shall pay a
utilized Surpius Capacity charge as determined by the Operating Committes.

Functional Unit No. 1 $0.90/10°m?
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Fungtional Unit No. 2 $2.40/10°m’
Functional Unit No. 3 $2.40/10°m®
Functional Unit No. 4 '$0.13 /10°m”
(i) Operator shall, at reasonable intervals but at least once for every Year, perform a

calculation on the Surplus Capacity of each Owner in the Facility. If performed
annually, such calculation shall be performed within one hundred and eighty (180)
Days of the end of the preceding Year. The calculation performed hereunder
shall result in a utilized Surplus Capacity charge being made to those Owners
utilizing Surplus Capacity, and a credit of such amounts to the Owners furnishing
Surpliis Capacity.

103.  Non-Owner Capacity Usage

Capagcity Ownership not utilized by an Owner for its Owner's Substances or from production from
a well where Owner's Substances are unavoidably commingled with Ouiside Substances, may be
allocated by the Operator to non-Owners. All requests received from non-Owners who wish to ultilize
Surplus Capacity for handling or processing of Outslde Substances shall be referred to the Operator.
Operator shall seek approval of the Operating Committee prior to committing the Facility or any
Functional Unit Capacity to be used by a non-Owner.

Operator shall charge each nen-Owner utilizing a Capacity usage fee as follows:

Functional Unit No. 1 $1.20 / 10°m’
Functional Unit No. 2 $5.14 7 10°m’
Functional Unit No. 3 $5.14 / 10°m®
Functional Unit No. 4 $0.29 / 10°m*

The above are fixed and include both capital and operating costs. No annual adjustments will be made.

104,  Distribution of Surplus Capacity and Non-Owner Capagity Usage Charges

Distributions of charges made pursuant to Clauses 102 and 103 hereof shall be performed by Operator as
provided in the Appendix titled "STRUCTURE AND SHARING OF THE JOINT ACCOUNT",

105.  Order of Cutbacks

(a) if the Facility or a Functional Unit cannot handle all Inlet Substances the Owners and non-Owners
wish to deliver to the Facility or to such Funetienal Unit on any Day, the Inlet Substances shall be
cut back as follows:

(0 nan-Owner volumes being handled on an interruptible basis; followed by

(ii)l Owner volumes in excess of sych Owner's Capacity Ownership; followed by

(iii} Owner volumes, and non-Ownar volumes being handled on a firm service basis, in the
proportien that the sum of Owner's Capacity and Capacity committed to firtn service

bears to the fotal available Capacity of the Facility or Functional Unit, whichever is
applicable.
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() For the purposes of cutbacks, non-Owner volumes produced from a well jointly owned by an
Owner and a non-Owner in an unavoidably commingled stream and delivered to the Facility shafl
be deemed to be Owner's volumes, provided that such non-Owner volumes are within that
Owner's Capacity Ownership. Non-Owner volumes exceeding an Owner's Capacity Ownership
shall not be deemed to be Owner's volumes. All non-Owner volumes shall be subject to non-
Owner Capacity usage fees as further set out herein.

{c) Intermiitent cutbacks during a Day that may be necessary pursuant to this Clause shall be made
at the Operator's diseretioh exercised reasconably, and applying the principles described in
Subclause (a) hereof to the extent possible.

Revision No. 1 Effective November 1, 2002
Mail Ballot 2004-01
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TABLE!
CAPACITY

The Capacity of each Functional Unit is as follows:

FUNCTIONAL UNIT CAPACITY *ASSUMED OPERATING PRESSURE

Daily Volume  Components

(a) Functional Unit # 1 183.0 10°m” of Inlet Substances 380 psig
(b) Functional Unit # 2 563.0 10°m® of Inlet Substances 380 psig
(c) Functional Unit #3 563.0 10°m® of Inlet Substances 380 psig
{d) Functional Unit #4 563.0 10°m® of Inlet Substances 380 psig

Revision No. 1 Effective Navember 1, 2002
Mail Ballot 2004-01

** Assumed Operating Pressures For Capacity Estimating Purposes.
4
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APPENDIX VI of EXHIBIT "A" to
Agreement for the
Construction, Ownership and Operation of the
Hooker East Compression and Gas Gathering System

INSURANCE

101. Insurance

(@ Without in any way limiting the obligations or liabilities of Operator, Operator shall also comply
with the provisions of ALTERNATE B immediately below: -

ALTERNATE A.

{b) Operator shall, prior to the commericernent of Joint Operations, hold or cause to be held with a
reputable insurance company or companies, and thersafter maintain or cause to be maintained
for the Joint Account and benefit of the Owners and their respective Affiliates, directors, officers,
consultants, agents and employees, the insurance hereinafter set forth and any other insurance
which is specifically required to comply with the Regulations. The insurance required pursuant to
this Subctlause shall, subject to Subclause 101 (d), be as follows:

{D Automobile Liability Insurance covering all motor vehicles or snowcraft and all terrain
vehicles, owned and/or leased, operated or licensed by Operator and used In Joint
Operalions, with an inclusive bodily injury, death and property damage limit of

dollars (§ ) per accident;

(i} Commercial General Liability Insurarice with an inclusive bodily injury, death, and
property damage limit of dollars (§ Y per oscurrence, and,
without restricting the generality of the provisions of this Paragraph, such coverage shall
include, but not be limied to, Employer's Liability, Employer's Contingent Liability,
Gontractual Liability, Contractor's Protective Liability, Products and Completed

Operations Liability, and, such policy shall /shall not include Pollution
Liability;
(iif) If aircraft are used, Aircraft Liability Insurance covering all aircraft, owned, leased,

operated or licensed by Operator and used in Joint Operations, with an inclusive bodily
ihjury, death and property damage limit of dallars ($ ) per
acecurrence; .

(iv) If required, Builder's Risk Course of Construciion Insurance in an amount not less than
the full value of any work being performed in respect of the Initial Construction or any
Enlargement, which shall cover all risks of physical loss of damage to the Facility or the
work being performed in respect thereto, including all machinery, materials and supplies
at the site of such work, in transit thereto and intended to become a part of the finished
work, or on site awaiting erection or installation, testing or final acceptance by Operator;
and

() If required, Wrap-up General Liability insurance for a combined single limit of
dollars (% ) for each occurrence or accident, including property

1
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ALTERNATE B.

®)

damage, bodily Injury (including death at any time resulting therefrom) and personal
injuries sustained by any person because of bodily injury or destruction of property
(including loss of use or occupancy); and contractual liability and employer's liability.
Such coverage shall extend to include contractors and sub-contractors as additional
insureds in connection with the work. The policy should provide for coverage during the
term of Initial Gonstruction or any Enlargement, including twelve {12) Months completed
operations liability. '

Operator shall, prior to ihe commencement of Joint Operations, hald or cause to be held with a
reputable Insurance company or corpanies, and ihereafter maintain or cause to be maintained
for the Joint Account and benefit of the Owners and their respective Affiliates, directors, officers,
consultants, agents and employees:

)] insurance that is specifically required to comply with the Regulations.

(i) Shall /shall not X provide Builder's Risk Course of Construction insurance in an
amount not less than the full value of any work being performed in respect of the Initial
Construction or any Enlargement, which shall cover all risks of physical loss or damage
fo the Facility or the work being performed in respect thereto, including alt machinery,
materials and supplies at the site of such work, in transit thereto and intended to become
a part of the finished work, or on site awaiting erection or installation, testing or final
acceptance by Operator; and

(i Shall __/shall not X provide Wrap-up General Liability Insurance for a combined
single limit of N/A dollars ($ N/A) for each occurrence or accident, inciuding property
damage, bodlly injury {including death at any time resulting therefrom) and personal
injuries sustained by any person because of bodily injury or destruction of property
{including loss of use or occupancy); contractual liability and employer's liability. Such
coverage shall extend to include contractors and sub-contractors, as additional insureds,
in conneclion with the work. The palicy should provide for coverage during the term of
Initial Construction or any Enlargement, including twelve (12) Months' completed
operations liability.

The following conditions shalt be applicable to the ALTERNATE which is specified:

(©

()

(€)

It is the intention of the Owners that, except as provided in Subclause 101 (b) of this Appendix
and in Article V of the Operating Procedure, the cost of any accident, less or any claim of or
fiability to third paries or to each other for bodily injury, death or property damage arising out of
any Joinf Operation shall be borne individually by the Owners in proportion to their respective
Functional Unit Participations in the affected Functional Unit, insofar as the matler relates to such
Functiona! Unit, and in propertion to their respective Facility Participations in all other cases.

Operator shall provide information regarding deductibles specified for each accident or
occurrence in any insurance policy maintained for the Joint Account 1o any Owner who reguests
in writing such information. Operator shall maintain deductibles in accordance with its internal
policy unless otherwise directed by the Operating Committee.

{i) If the policies which Operator is required to obtain or maintain for the Joint Account are,
in Operator's reasonable opinion, unavailable or available only at an unreasonable cost,
then Operator shall promptly notify the Owners, in order that the Operating Committee

2
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(h)

{0

{0

may redetermine the policies which shall be held for the Joint Account. Subject to the
provisions of this Clause, policies obtained for the Joint Account pursuant to this Clause
may contain terms, conditions or exclusions affecting or limiting the risks covered thereby
or the circumstances under which the insurer may be required to indemnify ar
compensale the Owners thereunder, provided that such terms, conditions or exclusions
are, in Operator's reasonable opinion, the best available from the marketplace on
reasonable terms and ordinary or appropriate. However, Operatar shall obtain the prior
approval of the Operating Commitiee with respect to any such change which is made
after the relevant policy or policy renewal has been acquired for the Joint Account.

(i Except as provided in subparagraph (i), failure by the Operator to maintain the insurance
required to be maintained for the Joint Account shall be deemed to be Gross Negligence.

If Operator makes any payments with respect to any losses, damages, claims or Fabilities arising
out of Joint Operations which are covered by insurance policies maintained for the Joint Account -
hereunder with the approval of the insurers thereof or if Operalor makes any payments
authorized hereunder with respect to any olher losses, damages, claims or liabilities arising out of
such operations, such payments shall be a charge for the Joint Account. However, Operator
shall diligently attempt to process its claims under such policies with respect to such losses,
damages, claims or liabillties, and shall promptly credit the Joint Account the amount it ultimately
recovers under such policies. Inscfar as such charge is one which is not to be borne for the Joint
Account pursuant to Article V of the Operating Procedurs, Operator shall adjust the Joint Account
accordingly at such time as. it is determined that the charge is not to be borne for the Joint
Account.

Operator shall use reasonable efforts to ensure that each insurance policy maintained for the
Joint Account pursuant to this Clause includes:

(i a provision that coverage is primary to any other coverage carried by the Owners {(other
than coverage maintained by an Owner to reduce its exposure to a deductible);

(in a provision that such palicy shall survive the default or bankruptcy of the insured for
claims arising out of an event before such default or bankruptcy; and

(iii) a provisien that the insurer shall provide Operator with sixty (60) Days' written notice of
cansellation of such policy.

Each Owner shall be responsible for insuring its own interest in the Facility with respect io
physical darmage to property, loss of income, Operator's BExdra Expense, Seepage, Pollution,
Contamination and Clean-up costs relating io the well(s) and any insurance cther than that
referred to in the ALTERNATE specified in Subclause 101 (a) of this Appendix. Each Owner
shall enstre that each policy maintained by it for its own account hereunder shall contain a
waiver of all rights, by subrogation or otherwise, against the other Owners and their respective
Affiliates, directors, officers, consultants, agents, contractors and employees,

Operator shall provide each Owner with notice of damages or losses incurred hereunder as soon
as practicable after the damage of loss has been discovered. Operator shall provide the Owners
with such assistance and materials as is requfred to substantiate such damages or losses for the
purposes of the Owners' insuranhce coverage.

Operator shall, with respect to Joint Operations, use every reasonable effort to have its
contractors and sub-coniractors:
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{) comply with all Regulalions applicable to workers employed by them; and

(in carry such insurance In such amounts as Cperator deems necessary, provided that such
insurance policies shall either include waivers of all rights, by subrogation or otherwise,
against the Cwners and their respective Affilistes, directors, officers, consultants, agents,
contractors and employees, or include the Owners as insureds under such policigs.
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APPENDIX VII of EXHIBIT "A" to

Agreement for the
Construction, Ownership and Operation of the
Hooker East Compression and Gas Gathering System

SPECIFICATIONS OF INLET SUBSTANCES AND FACILITY PRODUCTS

101.  Inlet Substances Specification

(a) All Owner's Inlet Substances delivered to the Facility shall be of a kind, quality and composition and at a
temperature and pressure so as to be within the désign and operating parameters of the Facility; and

(L) All Owner’s Inlet Substances delivered to the Facility shall be free from substances in such quantities that
may cbstruct, damage or be detrimental to the cperation of the Facility or that may result in OQwner's Inlet
Substances having objectionable odours, solid matter, dust, gums and gum forming constituents which
might affect its merchantability or cause injury to or interference with the proper operation of the lines,
regulators, metering facillties or other appliances through which such Owner's [nlet Substances flows;

{©) The temperature for Inlet Substances delivering to the Facility shall not exceed sixly degrees Celsius (60°

{d) H,S content of Infet Substances shalf not exceed the anticipated licenced limited of three point five
percent (3.5%) for the Facility.

(&) No free water shall enter the Facility without prior permission of the Operator;

® Condensate rates for Inlet Substances delivering to the Fagcility shall not exceed .067438 m®/e®m?® withdut
prior permission of the Operator,;

(&) Hydrates shall be controfled with methanol injection. All methanal used in the Facility must be in the form
of “inhibited” methanol which is compatible with the gathering systems downsiream of the Facilities; and

{n) The Operator will conduct a corrosion control program, which is compatible with the gathering systems
downstream of the Facilities.

102.  Acceptance of Inl&t Substances
Inlet Substances delivered to the Fadility Inlet which are not in strict compliance with Clause 101 of this

Appendix:

(a) may be accepted into the Facility provided that the off-specification is, in Operator's opinion, not
injurious to the Facility and not at risk of contaminating other Inlet Substances or Facility Products
associated with the Facility; and

{b) shall he refused acceptance inte the Facilily immediately upon detection by Operator of the off-
specification condition if Operator is of the opinion that off-specification Inlet Substances are
likely to be injurious to the Facilty or a contaminant to other Inlet Substances, or Facility
Products. immediate refusal shall nonetheless require Operator to shut-in the inlet stream

1
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affected by the off-specification Inlet Substances in a manner which will minimize flaring and
. iosses. The Operator shall immediately notify the Owners of the affected Inlet Substances that
h the inlet stream has been shut-in,

An Owner may request that the acceptance or refusal of off-specification Inlet Substances be refeired to
the Operating Committee for a decision.

103.  Facility Producis Specification

The F‘a;;ilify Products will be compatible with the inlet specifications of the Mazeppa gas gathering system
and the Mazeppa gas plant.

EXHIBIT "A", APPENDIX VIIl, NO. __, REVISION __, CORRECTION __, MAIL BALLOT NO. _ , EFFECTIVE . . {BPIVA-1989)



APPENDIX VIII of EXHIBIT "A" to
Agreement for the
Constructlon Ownership and Operation of the
Hooker East Compression and Gas Gathering System

FACILITY PRODUCT ALLOCATION PROCEDURE

The Operator shall determine and monitor the volume of Inlet Substances produced by or on behalf of each
Owner and non-Owner and shall allocate a proportional amount of such Inlet Substances less any Inlet
Substances consumed as fuel or 6st due to flaring and metering differences, to each Owner and non-Owner at

the Facility Qutlet.
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()  APPENDIX X of EXHIBIT "A" to

Agreement for the
Construction, Ownership and Operation of the
Hooker East Compression and Gas Gathering System

INVESTMENT VALUES

101.  Estimated Initial Construction Costs

The estimated as built costs of the Functional Units to the completion of Initial Construction are as follows.

COST
FUNCTIONAL UNIT ($)
Functional Unit #1 $ 222.886.00
Functional Unit #2 $2,413,670.00
Functional Unit #3 $3,628.664.00
Functional Unit #4 $ 180,490.00
Total $6,445,710.00
102. [nitial Construction_As Built Costs
. The as bulilt costs of the Functional Units at the completion of Initial Construction are as follows.
COST
FUNCTIONAL UNIT (£3]
103. Revised As Built Cosls
The as buiilt costs of the Functional Units, as revised by Mail Ballot , are as follows.
COST
FUNCTIONAL UNIT [£3)

104,  History of Revisions to Investment Values

(a) Revision No. __
Mail Ballot:
Description:

(b) Revision No. ______
Mait Ballot:
Description:

. Revision No. 1 Effective November 1, 2002
‘Mail Ballot 2004-01

1
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APPENDIX Xl of EXHIBIT "A" to
Agreement for the
Construction, Ownership and Operation of the

Hooker East Compression and Gas Gathering System

ENLARGEMENT

101. Notice anq Elections

Any Owner wishing to enlarge the Facllity shall give notice to the Operator stating the purpose of the
proposed Enlargement and such other information as the Operator may reasonably require. Pursuant to Clause
102 of this Appéendix, the Operator shall prepare and submit an Enlargement proposal 1o the Operating
Committee for approval which, subject to sach Owner's rights under Clause 103 of this Appendix, shall consider
its compatibility with the existing Facility. The Operating Committee shall also approve a methodolagy to allocate
the cost of previous capital investment in common facilities which the Enlargement significantly utilizes. Common
facililies include, but are not limited 1o, steam facilities, power facilities, office facilities; warehouse facilities or

roads.

Upon approval by the Operating Committee, the Operator shall issue a notice to each Owner and each
Owner wishing to participate in the Enlargement (the "Participating Owner”) shall give the Operator written advice,
within thirty (30) Days of receipt of notice, of s capacity nomination in the Enlargement. No¢ Owner shall he
cbiigated o participate in an Enlargement.

The Participating Owners and the Operator shall promptly consult to determine the design and
construction of the Enlargement, which shall be approved by unanimous consent of the Parlicipating Owners, If
the original scope of the Enlargement, as defined In the Enlargement proposal, is revised, then a new
Enlargement proposal shall be issued to the Opérating Committee. When the final design of the Enlargement has
been approved, the Operator, on behalf of the Participating Owners, shall proceed with the construction thereof at
the sole cost, risk and expense of the Participating Owners in proportion {o each Participating Owner's capacity
nomination. The Operator shall carry out the construction with as little interference as possible in the operation of
the Facililies. Should it be necessary to shut-down the Facilities in order to tie-in the Enlargement, the time of
shut-down and subsequent start-up shall be determined by the Operator who shall give notice to all Owners. The
cost shall be limited to the direct cost of shut-down and subsequent start-up and shall be borne by the

Participating Owners.

102.  Information in the Enlargement Proposal

The Enlargement” proposal shalt specifically identify the purpose of the Enlargement, the proposed
process, capacity estimates, location of facilities, construction timing, description of how the Enlargement will be
integrated with ihe existing Facilities and an estimate of capital and operating costs. The Enlargement proposal
shall also include 2 methodology to allocate the cost of previous capital investinent in common facilities which the

Enlargement significantly utilizes.

103.  Adjustment of Facility and Functional Unil Participation, Capacity and Capacity Ownership

(a) Notwithstanding other provisions in this Agreement, an Owner that does not participate in an
Enlargement (a "Non-Participating Owner”) that will result in a new Functlonal Unit shall be
entitled to the same Capacily in existing Functional Units that it would have otherwise been
entitled to had the Enlargerment not proceeded.
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(b}
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(d)

Notwithstanding other provisions in this Agreement, a Non-Parlicipating Owner in an
Enlargement thal will become part of an existing Functional Unit shall be entitted to the Gapacity
in the enlarged Functional Unit it would have otherwise been entitled to, had the Enlargement not
proceeded,

Upon completion of the Enlargement, in the case of an Enlargement to an existing Functional
Unit, the Functional Unit Parlicipation shall be redetermined based on the tatal of each Owner's
capacity in the Enlargement and such Owner's Capacity in the Functional Unit prior to the
Enlargement.

Equalization of investments in the enlarged Functional Unit and in the common facilities as
déseribed in Clause 101 of this Appendix, shall be conducted by the Operator in the manner
approved by the Operating Committee.

104,  Capacity of Enlarged Functional Unit

(a)

(b}

(©)

Notwithstanding other provisions in this Agreement, the new Capacity for an enlarged Functional
Unit shall reflect Capacity contributed through previous capital expenditures in the Functional Unit
and Capacity contributed through capital expenditure in the Enlargement. Should there be any
doubt as to the change in actual Capacity resulting from the Enlargement, a Capacity test shall
be conducted if:

()  approved by the dperaling Committee, in which case the costs of the Capacity test shall be
borme by all Owners in accordance with their Functional Unit Participation;

(il requested by the Non-Participating Owners, In which case, if not approved by the
Operating Committee, the costs of the Capacity test shall be borne by the Non-
Participating Owners; or

(i) requested by the Parlicipating Owners, in which case, if not approved by the Operating
Committee, the costs of the Capacity test shall be borne by the Participating Owners.

If a Capacity test is conducted, subject to Subclause 104 (a) of this Appendix, the actual Capacity
of the Enlargement, as approved by the Operating Committee, shall be retroactive to the earlier
of the first Day of the Month following;

(i)  the date of approval by the Operating Cornmitlee to conduct the Capacity test; or

(i)  the date of request to cenduct the Capacity test,

Table | Capacity in Appendix IV shall be revised by the Operatar to reflect the Capacities
resulting from the Enlargement.

105.  Participating Owners' Rights

The provisions of the Operaling Procedure relating 1o the rights, duties, liabilities and obligations of the
Operator and the Owners shall apply with such rmodifications as the contexd may require among the Participating
Owners with respect to the construction and stari-up of the Enlargement.

106.  Non-Participating Owners' Rights

The Nen-Participating Owners shall not bear any portion of the Capital Costs of an Enlargement. If a new
Functional Unit is added as part of the Enlargement, the Operator shall review the Appendix which covers the

2
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structure and sharing of the Joint Account to determine if a revision is required. I a revision is required, the

Operator shall propose a revision to the Operating Committee.,

107.  Liability during Construction of Enlargement

The Participating Owners in an Enlargement shall indemnify the Non-Participating Owners against all
direct costs and lighilities associated with construction and start-up of the Enlargement and agree to be liable for
any damage caused to the existing Facility as a result of construction and start-up of the Enlargement. The
Participating Qwners shall not be responsible for Joss of profits or produgtion of the Non-Participating Owners due
to a shut-down of the Fagilities to tie-in the Enlargement.

3
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APPENDIX XII of EXHIBIT "A" to
Agreement for the
Construction, Ownership and Operation of the
Hooker East Compression and Gas Gathering System

DISPUTE RESOLUTION

101,  Definitions

In this Appendix, in addition to all terms herein before defined, the following words and phrases shall have
the following meaning namely:

"Dispute” means any dispute or controversy amongst any of the Owners andfor any of the
Owner(s) and Operator conicerning any matter arising oul of this Agreement; except that any
matter which is within the powers of the Operating Committee and which has been voted on by
the Owners pursuant to Article |l of the Operating Procetlure shall be deemed to be a matter not
in dispute.

102.  Disputes Initially Referred To Mediation

The Owners will attempt to resolve any Dispute through consultation and negotiation in good faith, If
those attempts fall, an Owner may, by notice to the other Owners at any time during those negotiations, request
the other Owners to attempt to resolve that Dispute through mediation, including with that neiice sufficient detail
to enable the other Owners to understand the issues that remain in dispute. The Owners will altempt to agree on
the selection of a mediator within ten (10) Days of receipt of that notice, unless an Owner gives notice to the other
Owners within that period that it is not prepared to proceed with mediation respecting that Dispute. Ifthe Owners
are proceeding with a mediation and are unable to select a mediator within that period, any Owner may deliver a
written request to the Canadian Foundation for Dispute Resolution to select, within two (2) business Days of the
receipt of that request, a mediator qualified by education and experience to resolve that Dispute, and the Owners
agree that the person so selected will be the mediator for the Dispute. Unless otherwise unanimously agreed,
the Owners will commence a mediation within twenty (20} Days of the selection of the mediator. The mediation
will continue until the Dispute is resolved, or an Owner serves notice to the other Owners that it wishes to
terrninate the mediation, or the mediator makes a written determination that the Dispute cannot be resolved
through mediation, or sixty (60) Days pass after the receipt of the original notice, whichever occurs first. All
Owniers which participate in or are affected by the mediation will each bear their own costs associated with a
mediation, but will share the common costs of a mediation based on their Facility Participation, including, without
Iimitation, the cost of the Mmediator.

103.  Arbitration Proceedings

Uniess a Dispute has otherwise been resolved, any dispute described in Alternate A below shalt b
submitted to binding X / non-binding arbitration in accordance with the provisions of this section:

ALTERNATE A. Any Dispute which the Agreement specifically provides to be resolved by
arbitration; or

ALTERNATE B. Any Dispute,

1
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Ahy such arbitration and any other arbitration the Owners agree to coﬁduct hereunder will be conducted
under the Commercial Arbitration Rules of The Canadian Foundation for Dispute Resolution.

104.  Locélion of and Representation at Mediation and Arbitration

The place for mediation and arbitration shall be Calgary, Alberta. Any Owner may have another Owner,
provided that other Owner agrees to same in writing, represent their mterests in the dispute resolution.

105.  Interim Relief

All limitation periods respecting the commencement of an action will be stayed during the period that the
Owners are attempting to resolve a Dispute under Clauses 102 and 103 of this Appendix. An Owner may, at any
time it believes is necessary to protect its interest, seek interim or provisional relief, in the form of a temporary
restraining order, prelinninary injunction or other interim equitable relief conceming a dispute under this
Agreement, notwithstanding anything to the contrary in this Appendix. :
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- APPENDIX Xl of EXHIBIT "A" to

Agreement for the
Construction, Ownership and Operation of the
Hooker East Compression and Gas Gathering System

ENVIRONMENTAL MATTERS

This Environmental Matters Appendix shall become effective pursuant to the provisions of Clause 211 of
the Operating Procedure. Any decisions to be made by the Operating Committee pursuant to this Appendix XIV
shall be made in accordance with Clause 204 (e) of the Operating Procedure.

Audit Provisions

101.  The initial environmental audit may be conducted at any time following the effective date of this Appendix,
but no later than three (3} years following the effective date of this Appendix, in accordance with Clause
103 hereof.

102. Subsequent environmental audits shall be conducted at a maximum five (5 ) year intervals in accordance
with Clause 103 herein unless othetwise determined by the Operating Committee.

103.  An environmental audit relating to the Joint Operations hereunder shall be conducted by:

{ a competent internal or third party environmental auditor chosen by the Opsrator and approved
by the Operating Committee. Prior to execution of the audit the Operating Committee shall
approve the "Terms of Reference" that define the type of environmental audit to be done and the
standards 1o be inciuded in the assessment and thal include, but are not necessarily limited to,
the scope of work, the nameq{s) of the firm or representative who will conduct the work, the
schedule and the estimated cost, including rates of remuneration and expenses. The cosis of
such audit shall be borne by all Owners at their Facility Participations. Deficiencies disclosed by
such audit shall be dealf with by the Operator in accordance with Clause 104 hereof; :

(i} a competent internal or third party environmental auditor chosen by an Owner or Owners, who
shall give reasonable written notice to Operator and the other Owners of the intention to conduct
an environmental audit, which Owner or Owners shall bear the total cost and risk thereof.
Deficiencies identified by such audit and disclosed to the Operator and other Owners shall be
dealt with by the Operator in accordance with Clause 104 hereof; or

{iin both. ™

104.  The Operator shall expedite consideration of the findings of the environmental audit referred to in Clause
103 hereof and within eight (8) weeks of receipt of the environmental audit report, shall present for
approval of the Operating Committee a plan for resolution or remediation of any identified deficiencies. A
deficiency that is & violation of the Regulations shall be remedied as quickly as possible. Within three (3 )
Months of the completion daie of deficiency remediation specified in the Operator's plan, Operator will
provide the Ownérs with a detailed report on such remediation. If the deficiencies have not been
corrected adequately or in a timely manner, the Operating Committee may authorize any other Owner or
Owners to complete such deficiency remediation at the expense of the Joint Account and such Owner or
Owners shall be subrogated to the Operator's rights pursuant to Aricle VI of the Operating Procedure.

1
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105.  Environmental audit reports and communications relative to environmental issues as referenced in
Clause 103 shall not be disclosed to any party who is not an Qwner without the express consent of all the
Owners, unless required by the Regulations or court order.

106.  Each environmental audit shall be conducted so as to cause a minimum of inconvenience to Operator.: if
two (2) or more Owners desire to conduct audits, such Owners shall make every reasonable effort 1o
conduct joint or simultaneous audits.

2
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; A CommijsSloer for 'athsiNotarv Public
February 2, 2018 In MQ P/ﬁrlnce of Alherta

S

Lexin Resources Lid. , 7' ) .
Grant Thornton Limited _ JAM ES G. HAN LEY
Suite 1100, 332 - 6" Ave SW Barrister & Solicitor

A Commissioner for Oaths

Calgary, AB T2P 0B2 in and for Alberta

Attention: Andrew Basi, Senior Vice-President

RE:  AGREEMENT FOR THE CONSTRUCTION, OWNERSHIP AND OPERATION OF THE
HOOKER GAS GATHERING SYSTEM
HIGH RIVER AREA, ALBERTA
MAIL BALLOT 2018-01

Midstream Canada Ltd. (“Midstream”), as Operator of the subject Agreement, hereby submits Mail Ballot
2018-01 for your review and approval. This mail ballot consists of three motions which will aliow the
resumption of production from the High River area independent of the shut in LR Processing gathering
system and gas processing plant that suspended operations in 2016, In summary, the addition of
refrigeration to the existing 2-4-17-29W4 compressor station will allow sales specification gas to be
produced at the Facility and by connecting to an existing ATCO pipeline crossing sales specification gas
can be delivered to ATCO with no new pipeline construction required.

Motion #1 - In accordance with Appendix X1 of Exhibit “A” of the subject agreement Midstream
requests Owner approval to enlarge the Facility by the addition of Segment #5, a new functional
unit, at an estimated cost of $2,415,906. The proposed Segrment #5 will be located at the existing
Segment #2 location (2-4-17-29W4 — the Hooker Compressor) and will consist of a refrigeration
skid, NGL bullet, produced water storage tank, MCC/generator set and an office trailer. The
enlargement will be integrated downstream of the existing facility process equipment. Given that
the Facility is not currently operating the construction of the enlargement will not cause any
additional shut-down time. The enlargement will not affect capacity in other functional units as
they are not being modified.

The Facility enlargement will allow the Facility to produce sales specification naturai gas and
allow the resumption of production from the 53 High River wells upstream of 2-4 that Midstream
has a working interest in. Based on the historical well rates prior to the wells being shut in in
April 2016 Midstream expects gross production to be ~8+ mmsef/d with ~4+ mmscf/d net to
Midstream and ~4 mmscf/d net to Lexin Resources Ltd. with antici pated NGL production rates of
>20 bbY/mmsef,

The Facility enlargement has been sized to process up to 13 mmscf/d of gas to allow for the
eventual resumption of production from the Lexin wells in which Exxon does not own a working

Midstream Canada Ltd.

400, 903 17 Avenue SW www.midstreamcanada.com
Calgary, ABT2T 0A4 _
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MIDSTREAM
CANADA

interest in located upstream of the 2-4 facility. Midstream’s internal AFE MI18-0001FA and'it’s
associated cosi estimate are attached for your information,

Midstream wounld like to highlight Section 103 (a) of Appendix XI of Exhibit “A™ of the subject
agreement which states that approval of an enlargement shall not be unreasonably withheld.

Motion #2 — In accordance with Appendix XI of Exhibit “A” of the subject agreement, each
Owner is to elect to participate or not participate in the proposed Segment #5 and state ii’s desired
working interest, or participation level, No Owner is obligated to participate in an enlargement,
An Owner that chooses not to participate in an enlargement but utilizes capacity in the
enlargement shall be subject to a Sutplus Capacity usage charge as specified in Section 102 (¢) of
Appendix V of Exhibit “A” of the subject agreement.

Motion #3 requests approval to modify Segment #4 (the Connemara Laterals) by re-licencing the
existing delivery pipeline from 2-4-17-29W4 to sweet gas service and to connect the re-licenced
pipeline to the Atco pipeline system at ~1-8-17-28W4 which is upstream of the existing delivery
point to the LR Processing pipeline system at 2-14-17-28W4 for an estimated cost of $62,555 and
the assumption of approximately 100 e3m3/d (3.5 mmsecf/d) of new FT-R firm service on behalf
of the participating Owners on the ATCO/TCPL system in relation to a new meter station to serve
the new interconnection. Midstream’s internal AFE B18-0002FA and it’s associated cost
estimate are attached for your information.

If you have any questions regarding this Mail Ballot, please contact the undersigned at 587-390-3094 or
Doug Campbel], VP Land and Legal at 403-968-8731.

Yours

TeffAohnston
VP Operations

File: ¥931 Hooker Gas Gathering System, Mail Ballots

Midstream Canada Ltd.
400, 509 17 Avenue SW ‘www.midsiraameanada com

Calgary, ABT2T 0A4
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MAIL BALL.OT VOTE RECORD

- AGREEMENT: Agreement for the Construction, Ownership and Operation of the Hooker
Gas Gathering System
_High River Area, Alberta

MAIL BALLOT: 2018-01

Motion #1

Be it resolved that “The Working Interest Owners™ of the Hooker Gas Gathering System approve
an enlargement of the CO&O to include the proposed Segment #5. The proposed Segment #5 is
a refrigeration skid and associated equipment to be located at 2-4-17-29W4 as described in AFE
M18-0001FA attached for your reference.

Affirmative ' Negative

Motion #2

Be it resolved that “The Working Interest Owners” of the Hooker Gas Gathering System agree to
participate in the enlargement The cost is estimated to be $2,415,906,

Participate Not Participate Desired Working Interest

Motion #3

Be it resolved that “The Working Interest Owners” of the Hooker Gas Gathering System approve
a modification of Segment #4, The proposed modification and ATCO meter station installation
and FT-R commitment allows for a connection to the ATCO system as described in AFE M18-
0002FA attached for your reference. '

Affirmative Negative

Midstream Canada Ltd.
400, 909 17 Avanua SW www. nildsireameanada.com

Calgary, ABT2T DA4
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Working Interest Owner:

Representative Signature:

Representative Name:

Date Signed:
Date Sent to Owners: February 23, 2018

Due Date: March 10, 2019

Please return ONE completed Ballot to:
Attention: Jeff Johnston

Midstream Canada Ltd.

400, 909 — 17 Avenue SW

Calgary, Alberta

T2T 0A4

Or via e-mail

jlolinston@midstreameanada.com

Midstream Canada Ltd.
400, 909 17 Avenue SW www.midstreameanada.com

Calgary, AB T2T DA







Authority for Expénditure

AFE No: M18-0004FA |
Location; 02-04-017-25W4N Gas Compreasor
Budgated Nowt X
Surface:  02-04-017-29 W4M Year 2018 Revlasd
Aren High Rlver Supplement
Qperator; Midstream Canada Ltd. Commancement Data; February 15, 2018
AFE Number: M18-0001FA Complatlon Date: April 15, 2018

Reason for . )
Expandiure: Installation of 8 13mmscf/d refrigeration skid, NGL storage bullet, water storage tank, MCC building and office trajler

~4-17-20W4 compressor station. The station will be repermitted with the AER from a compressor slation

atthe 2

{o a gas plant. A small lease expansion will bz ulllized to accommodata a porien of the added equipment,

Prant will use existing pipeline to tle Into ATCO pipsling system using newirelocated meter statjon,

Justfication; Gas plant addifion will allow restari of walls s\randad behind the Mazappa gas plant,

Land Verlfication: W] Verlfloatlon: Contract Number;
Land ccmm-entu:
Beascription Arount Parlicipant Paroont (%) Amount
02-04-017-20W4M Gas Compressor $ 2,416,908 Midsiream Canada Ltd, 25% $ 603,978
Lexin Resources Limlted. 76% $ 1,811,929

Total |§ 2,416,806 Total 10000% [ $ 2,415,906
-
Data: 02/2/2018
PARTNER AFPROVAL,
Company; .
Approved By: i \)\ a Q)?\\}J .
Title: Q) N\
Accounting: Slgnatura: &?ﬁ N
Pragident: Date;
. - .- ‘

Yas

Wall Control Insurance Required?

In sxecuting Uis AFE tha pariles haralo authoriza hs operator (o il an eleclion Puriuan| L subssson 273(1)
ol BIY C-52 (Goods and Aervices Tax) and the paries herato agied o be baund &y such elecllon,

Refura to:
Midstream Canada Ltg,

#400, 009 - 17 Avanuse SW
Calgery, Albsrla, Caneda T2T 0A4

agm







MIDSTREAM Authority For Exp
@g&h CANADA W

enditure Detafled Cost Estimate

Facility Costs
AFE NO: M18.0001FA PROJECT:  2-4-17-29 Enlargement
Midstream; 02.04-017-29WAM Gas Compressor DATE; 021212018
Surfaoer  02-04-017-20 W4M

ACCOUNTING DESCRIPTION ESTIMATED GOST

Plant Equipment
9530-600 COMPANY LABOUR
9530-601 COMPANY TRAVEL, VEHICLE
9530-602 ENVIRONMENTAL SERVICES
9530-603 CIVIL LABOUR, road appreach, slrip and gravel and new tury $30,000
9530-804 MECHANICAL LABOUR, all plping and conneclions $260,000
B330-505 ELECTRICAL LABOUR $60,000
B530-608 CONSTRUCTION LABOUR, packaga prep in GP ' $50,000
BB30-E07 TECHNICAL SUPPORT SERVICES, S7.600
9530.808 STARTUP & COMMISSIONING $16,000
9630.610 CONTRACT SERVICES, x-ray ) $10,000
9630-641 INSTALLATION LABOUR
9530-612 WELDING & WELDING LABQUR $36,000
9530-618 SURVEYING §7.600
0E30-614 LAND SERVICES $10,000
9530-620 LAND ACQUISITION $12,500
9630-621 ACCESS ROADS $7,600
9530.622 SITE CLEAN-UP
9530523 CAMP AND CATERING .
8530-625 GIVIL FOUNDATIONS, pling NGL, pag refrig and lank $76,000
9530-526 BUILDINGS, MT Iransfor 517,500
@530-830 COMMUNICATIONS
9530-633 SAFETY / SECURITY EQUIPMENT
0530-635 EQUIFMENT RENTALS
8530-84D VALVES (PIPES, VALVES & F ITFINGS) | $126,000
0530-641 INSTRUMENTATION - PARTS, metering 528,000
9530-642 MATERIALS
0530-843 INSTRUMENTATION - LABOUR 536,000
0530-6844 SPEGIAL EQUIPMENT
9530.850 TANKS, MT tranafar §8,750
9530852 PRESSURE VESSELS, NGL Bulel $100,000
8530-653 HEAT EXCHANGERS
9530-654 PRESSURE TRUCK / HOT OILER, hydrovae, hos $34,000
8530-856 PUMPS AND MOTORS
9530-560 COMPRESSOR & DRIVERS £750,000
a630-603 SAFETY EQUIPMENT, fire exi 53,000
9530-684 ELECTRIGAL EQUIPMENT, MT of MCC ! $26,000
R630-670 CHEMICALS & LUBRICANTS 515,000
8530-672 PIPE $20,000
B630-675 PACKAGED UNITS
9530.676 PIFE COATING / INSULATION, plge racks $25,000
S500-080 HEATING & BOILERS
9630-807 HAULING, $10k main move, 50k miso, 30k road use §100,000
9530-600 MISCELLANEOUS
9530-600 - ||ENGINEERING $350,000
8560-001 SUPERVISION $27,300
9630894 COMPLIANCE
8530-895 ACCRUAL
9560.655 CONTINGENCY 375,000
B5A0-897 3RO PARTY RECOVERIES
£530-899 OVERHEAD

Sub-Total $2,2865,560
eniih
Sub-Total] $ 2,385,560
tiva Ovarbaade 5% Firet $50,000 + 3% Naxi $100,000 + 1% enRemsinder| | Atirninlstrativa Overhead $ 30,366
Slgnsd: Total Equlpplng| § 2,415,906
(774







Y MIDSTREAM
Authority for Expenditure % CANADA
| AFENo: M18-0002FA
Location: 02-04-017-20W4N to 1-9-17-28W4
. Budgeted New X
Surface:  02-04-017-20W4M fo 1-9-17-28W4 Your 2018 Revised
Araz Hlgh River Supplement

Operator Midstream Canada L{d, Commencement Date: February 18, 2018 _

AFE Number: _  M18-0002FA ‘ Gompletion Date; 'APr]_l 15-2013 o

Reason for
Expenditure: Rellcence existing 2-4-17-20W4 compressor station delivery pipeling to sweet gas servics.

ATCO meter slation Installation to serve new connection at 1-9-17-20W4 will be at ATCO's expense in exchangs

for contracted FT-R. Gonnection cost to our plpeline from ATGO pipeline s to our account.”

Land Verificatlon: W1 Verllication: Contract Number:
Land Commenis;
Description Amount Parilslpant Peroent (%) Amount
02-04-017-29VV4M to 1-9-17-28W4 % 52,655 'Mldstream Canada Ltd. 25% $ 15,639
Lexin Resources Limited. 75% $ 46,916
To : 62,556 Total 10000% | § 62,665
Recommended By: Jeif Johnston k—ﬂf’ Date: 02/20/2018

Qperaltons!

]
PARTNER APPR L
Campany:

Engtneering: Approvad By: -J\ %%7\
Land: THle: n\’) ) S,
Accounting: Slgnature; R - [P

President . bate: $ . e e e e e e

Well Control Insurance Required? Yes Relurn to:
Midstream Canada Ltd.
i #400, 809 - 17 Avenue SW
In execuling this AFE the parles heralo authosiza tha oparalor 1o file Bn eleckon puuant to subsacion 273(1) Galyary, Alberta, Canada T2T 0Ad

of Bill C-62 (Goody sad Sarvicey Tax) and tha partlas hereio aprea ta be boond by such election. Johnstong®migstreameanada.con)
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MIDSTREAM Authority For Expenditure Detailed Cost Estimate
ANADA

Facility Costs
AFE NO; MI18-0002FA PrRoJECT: EQUIPMENT
Beaumont: 02-04-017-29W4M to 1-3-17-28W4 DATE: 0212042018
Surface: 02-04-017-29W4M to 1-0-17-28W4
ACGCOUNTING DESCRIPTION ESTIMATED COST
Planl Equipmenl
9530-600 COMPANY LABOUR
9530-601 GOMPANY TRAVEL, VEHICLE -
9530-602 ENVIRONMENTAL SERVICES
9530603 CIWIL LABQUR, road appreach, elrip and grave! and new lum
0530-604 MEGHANICAL LABOUR, all piping and cenneclions
9630-605 ELECTRICAL LABOUR
9530-608 COMNSTRUCTION LABGUR, packags prep In GP
9530-607 TECHNICAL SUPPORT SERVICES,
8530-608 STARTUP & COMMISSIONING
253¢-810 CONTRACT SERVICES, x-ray
8620-811 INSTALLATION LABCUR 515,000
9530-812 WELDING & WELDING LABOUR $5,000
9530-618 SURVEYING
9530-819 LAND SERVICES $1,600
530620 LAND ACQUISITION, temp workspace §2,500
8530-621 ACCESS ROADS
8530-622 SITE CLEAN-UP §1.,600
0530-623 CAMP AND CATERING
09530-825 CIVIL FOUNDATIOME, pliing NGL, pad rafrlg and 1ank
0530-628 J[BUILDINGS, MT transfer
9530-630 COMMUNICATIONS
9530-833 SAFETY ! SECURITY EQUIPMENT
§530-635 EQUIPMENT RENTALS
9530-640 VALVES {PIPES, VALVES & FITTINGS)
9530-841 INSTRUMENTATION - PARTS, meiering
e530-642 MATERIALS
8530-043 INSTRUMENTATION - LABOUR
8530-644. SPECIAL EQUIPMENT
9530-650 TANKS, MT transfer
9530-852 PRESSURE VESSELS, NGL Bullel
85630-653 HEAT EXCHANGERS
9630-654 PRESSURE TRUCK ! HOT OILER, hydrovac, hoa $5,000
D530-856 PEUMPS AND MOTORS
9530-660 COMPRESSOR & DRIVERS
8430-663 SAFETY EQUIPMENT, fire' exi
0630-664 ELECTRIGAL EQUIPMENT, MT of MCC
9530670 " ||GHEMICALS & LUBRICANTS
95320.672 PIPE L
9530-675 PACKAGED UNITS ) ]
9530676 PIPE COATING f INSULATION, plfie racks
£8630-680 HEATING & BOILERS
9530- 687 HAULING, 110k maln move, 60k mlsn 30k road use
9530-63‘3 MISCELLANEOUS
2520-600 ENGINEERING $10,000
9560-081 SUPERVISION $5,000
9530-894 COMPLIANCE
0530695 ACCRUAL
9580.668 CONTINGENGY $10,000
9530.007 9RO PARTY RECOVERIES ‘
9530-689 OVERHE.AD
Sub-Total $56,500
']
Sub-Total| §
Admiplstrai erhond: 6% First SE0000 + 3% Net $100,090 + 1% on Remalndar| [ Administratlye Overhead| $
Signed; Total Equipping| $ = 62,565
[
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