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L. DECISION SUMMARY

Brooks Range Petroleum Corporation (BRPC), as the designated Beechey Point Unit Operator,
filed the Beechey Point Unit formation application (Application) with the State of Alaska (State),
Department of Natural Resources (DNR) on April 27, 2009. BRPC submitted confidential and
public information as part of the Application, which met the requirements for a complete
application under 11 AAC 83.306.

The DNR Division of Oil and Gas (Division) gave notice under 11 AAC 83.311 of the proposed
Beechey Point Unit (BPU) formation on April 30, 2009. The period for public comment closed
on June 8, 2009. Comments were received from four parties supporting unitization. A fifth party
commented with specific concerns that were addressed by the Division and are discussed below
on page 12. The Division postponed its decision in a letter dated July 31, 2009 to allow working
interest owners an opportunity to review the confidential geological, geophysical and
engineering portion of the Application.

This decision is the written finding and decision required under 11 AAC 83.303 and is fully
appealable. The Division finds that approval of the Beechey Point Unit Agreement promotes
conservation of all natural resources, promotes the prevention of economic and physical waste,
and provides for the protection of all parties of interest, including the State. I approve formation
of the Beechey Point Unit and the Beechey Point Unit Agreement in accordance with the criteria
under 11 AAC 83.303.

IL. BACKGROUND

BRPC, as designated Beechey Point Unit Operator, filed the Application with DNR on behalf of
the working interest owners (WIOs). BRPC is qualified to act as unit operator under 11 AAC
83.331 because BRPC is qualified to hold a lease and is qualified to fulfill the duties and
obligations under the Unit Agreement (Agreement).

The proposed BPU is located on the North Slope of Alaska, immediately north of the Prudhoe
Bay Unit, between the Milne Point Unit and the Northstar Unit. The BPU encompasses 25 State
oil and gas leases and covers approximately 52,876 acres. Approval of the proposed BPU
Agreement conforms and modifies the lease contracts to be consistent with the BPU Agreement,
and extends the terms of the leases for as long as they are subject to the BPU Agreement.

The leases in the approved unit, and their corresponding lease numbers, acreages, state royalty

interests, lease effective dates, lease form, ownership, and current lease expiration dates are
shown below in Table 1.
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ADL

47468

389947

389948

390073

390074

390425

391155

391156

391157

391158

391159

391208

391287

390432

390508

390509

Acres

2,437.00

640.00

640.00

2,560.00

2,555.00

2,560.00

2,544.00

2,558.29

2,558.28

2,560.00

2,560.00

1,328.00

640.00

2,560.00

2,560.00

2,437.00

Table 1

Beechey Point Lease Information

State Royalty
Interest %

12.50

16.66667

16.66667

16.66667

16.66667

16.66667

16.66667

16.66667

16.66667
16.66667
16.66667
16.66667

16.66667

16.66667

16.66667

16.66667

Lease
Effective
Date

10/1/1969

9/01/2002

9/1/2002

9/1/2002

9/1/2002

5/01/2004

9/1/2007

9/1/2007

9/1/2007
9/1/2007
9/1/2007
9/1/2007

8/1/2008

5/1/2004

4/1/2004

4/1/2004

Lease Form
Issued on

DL-1 Rev. October
1963

DOG 200004

DOG 200004

DOG 200004

DOG 200004

DOG 200204 (Rev
10/03)

DOG 200604

DOG 200604

DOG 2006-04
DOG 2006-04
DOG 2006-04
DOG 2006-04
DOG 200604

DOG 200204 (Rev
10/03)

DOG 200204 (Rev
10/03)

DOG 200204 (Rev
10/03)
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Working Interest

Owners and
Percentage

Exxen 50% Chevron

50% (CPAI owns

12.5% contractual WI

within TI2ZNRI13E
Sections 7 and 8)

AVCG 100%
AVCG 40%

TG World 35%
Ramshorn 25%

AVCG 40%
TG World 35%
Ramshom 25%

AVCG 40%
TG World 35%
Ramshomn 25%

AVCG 100%

AVCG 100%

AVCG 100%

AVCG 100%
AVCG 100%
AVCG 100%
AVCG 100%
AVCG 100%

AVCG 40%
TG World 35%
Ramshorn 25%

AVCG 40%
TG World 35%
Ramshom 25%

AVCG 40%
TG World 35%
Ramshorn 25%

Lease
Expiration
Date

Held by well
capable to produce

in paying
quantities

8/31/2009

8/31/2009

8/31/2009

8/31/2009

4/30/2011

8/31/2012

8/31/2012

8/31/2012
8/31/2012
8/31/2012
8/31/2012

7/312013

4/30/2011

3/31/2011

3/31/2011




Lease Working Interest Lieise
ADL A S’;atte Rongﬁty Effective LIe AHe gorm Owners and Expiration
cres nterest “o Date ssued on Percentage Dale
AVCG 40%
390851 2,560.00 16.66667 3/1/2007 DOG 200204 (Rev TG World 35% 2/29/2012
10/03) Ramshorn 25%
391152 2,544.00 16.66667 9/1/2007 DOG 200604 AVCG 100% 8/31/2012
391153 2,560.00 16.66667 9/1/2007 DOG 200604 AVCG 100% 8/31/2012
350426 1,280.00 16.66667 5/1/2004 Do 21({))%2;]; (Rev AVCG 100% 4/30/2011
390427 1,280.00 16.66667 5/1/2004 has %8%230)4 (Rev AVCG 100% 4/30/2011
AVCG 40%
390428 1,274.00 16.66667 5/1/2004 DOG 200204 (Rev TG World 35% 4/30/2011
10/03) Ramshorn 25%
AVCG 40%
390429 2,560.00 16.66667 5/1/2004 DOG 200204 (Rev TG World 35% 4/30/2011
10/03) Ramshorn 25%
AVLE A0 4/30/2011
390430 2,560.00 16.66667 5/1/2004 DOG 200204 TG World 35%
(Rev 10/03) Ramshom 25%
AVCG 40%
390431 2,560.00 16.66667 5/1/2004 DOG 200204 (Rev TG World 35% 4/30/2011

10/03)

Ramshom 25%

The BPU area has had a number of discoveries over the years, and has been part of several
former units, but has not been developed. BRPC drilled its first exploration well, North Shore
#1, as well as the Sak River No. 1 well, during the winter of 2006-2007. The North Shore #1
well was sidetracked the following year and tested over 2,000 barrels of oil per day (bopd) of
high quality crude from the Ivishak formation. In addition to drilling these wells, BRPC
acquired 130 square miles of seismic data covering the entire BPU area. On July 10, 2008, the
Division determined that the North Shore #1 well is capable of producing in paying quantities
under 11 AAC 83.105. The unit operator requests the Commissioner specifically authorize the
North Shore #1 well as a unit well under the BPU Agreement.

The Division will administer the BPU under state regulations, the terms expressed in this
decision, and the BPU Agreement.

III. APPLICATION FOR THE FORMATION OF THE BEECHEY POINT UNIT

BPRC submitted the Application on April 27, 2009 along with an application filing fee of $5,000
in accordance with 11 AAC 83.306 and 11 AAC 05.010(a)(10)(D). The Application included:
the Beechey Point Unit Agreement ; Exhibit A, describing the proposed unit area, its leases, and
ownership interests; Exhibit B, a map of the proposed unit area; Exhibit G, the proposed Initial
Plan of Development (initial POD) including exploratory activity; and four Unit Operating
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Agreements. The Application also included geological, geophysical and engineering information
supporting the Application that is held confidential under AS 38.05.035(a)(8)(C). The Division
deemed the Application complete on April 28, 2009.

Public notice of the Application was published in the Anchorage Daily News on May 3, 2009,
and in the Arctic Sounder on May 7, 2009. The public notice and a copy of the Application were
posted to the Division website on April 30, 2009. Copies of the Application and public notice
were provided to interested parties under 11 AAC 83.311. The Division provided public notice
to the North Slope Borough, AOGCC, ASRC, Arctic Slope Native Association, the Village of
Barrow, Mayor of the City of Nuigsut, Alaska Department of Fish and Game, Postmaster of
Nuigsut, KBRW Public Radio (Barrow), Mayor of the City of Barrow, Alaska Department of
Environmental Conservation, Kuukpik Corporation, Inupiat Community of the Arctic Slope,
UIC and the President of the Native Village of Nuigsut. The public notices invited any person to
submit written comments by June 8, 2009.

Five parties commented.! Four letters supporting approval of the BPU cited economic
development, job creation, environmental conservation, maximizing resource development, and
protecting the public interest. TG World requested the Division require BRPC to revise Exhibit
A, submit a single unit operating agreement, provide the working interest owners access to the
confidential geological, geophysical and engineering submittal, and postpone Application
approval. In response the Division postponed its Application approval decision to allow working
interest owners an opportunity to review the confidential geological, geophysical and
engineering portion of the Application, and met with the interested ‘parties to address other
concerns raised in the comments.

IV.  DISCUSSION OF DECISION CRITERIA

The Commissioner of DNR (Commissioner) reviews unit applications under AS 38.05.180(p)
and 11 AAC 83.303 — 11 AAC 83.395. The Commissioner approved delegation of this authority
to the Director of the Division of Oil and Gas (Director) in Department Order 003.

The Director will approve a unit to include all or part of an oil or gas reservoir, or all or part of a
potential hydrocarbon accumulation if he finds that it will conserve the natural resources of all or
part of an oil and gas pool and is necessary or advisable to protect the public interest. The
Division’s standard for reviewing unit applications is based on the criteria listed in 11 AAC
83.303 (a) and (b). A discussion of subsection (b) evaluation criteria, as they apply to the
Application, is set out directly below, followed by a discussion of subsection (a) decision
criteria.

A. Evaluation Criteria considered under 11 AAC 83.303(b)

1. The Environmental Costs and Benefits of Unitized Exploration or Development

The proposed BPU includes both onshore and offshore lease acreage on the North Slope of
Alaska near Gwyder Bay. During exploration and through its development operations, unit

! The Alliance; Peak Oilfield Services Company; Northwest Technical Services; Eric Dompeling; and Perkins Coie
for TG World Energy, Inc, (TG World)
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activities will have a minimum amount of surface impact as proposed in the Application.
Environmental impacts would be significantly greater if the reservoirs were to be developed on a
lease-by-lease basis.

Alaska statutes require DNR to give public notice and issue a written finding before disposal of
the State’s oil and gas resources. AS 38.05.035(e), AS 38.05.945 and 11 AAC 82.415. In
preparing a written decision before an oil and gas lease sale, the Commissioner may impose
additional conditions or limitations beyond those imposed by law. AS 38.05.035(e). DNR
develops lease stipulations through the lease sale process to mitigate the potential environmental,
social and cultural impacts from oil and gas activity.

The 25 leases included in the proposed BPU contain stipulations designed to protect the
environment and to address concerns regarding potential impact to fish and game, to wildlife
habitats, and to subsistence. Lease conditions address issues such as the protection of primary
waterfowl areas, site restoration, construction of pipelines, seasonal restriction on operations,
public access to, or use of, the leased lands, and avoidance of seismic hazards. Including the
leases in the proposed BPU will neither change these protective measures, nor result in
additional restrictions or limitations on public access to the lands or to public and navigable
water. All lease operations, (both before and after unitization), are subject to an Alaska Coastal
Management Program consistency review, and must comply with enforceable policies of both
the State and the North Slope Borough.

Ongoing mitigation measures, such as seasonal restrictions on specific dctivities in certain areas,
will reduce the impact on bird, fish, and mammal populations. Designating primary waterfowl
areas and restricting activities within these areas is one method of protecting the bird habitat.
DNR requires consolidation of facilities to minimize surface disturbances. Regulating waste
disposal is another way to limit environmental impacts. With these mitigating measures, the
anticipated exploration and development related activity is not likely to significantly impact bird,
fish, and mammal populations. The anticipated activity under the BPU Agreement will impact
wildlife, habitat and subsistence activity less than if the leases were explored and developed
individually because unitized exploration, development and production will minimize the surface
footprint of activities thus lessen surface impact.

The approval of the BPU has no environmental impact because the Commissioner’s approval of
the unit is an administrative action, which, by itself, does not convey any authority to conduct
any operations within the unit. Unit formation does not entail any environmental costs in
addition to those that may occur when permits to conduct lease-by-lease exploration or
development are issued. Unitization does not waive or reduce the effectiveness of the mitigating
measures that condition the lessee’s right to conduct operations on these leases. DNR’s approval
of the initial POD is only one step in the process of obtaining permission to drill a well or wells
or develop the potential and known reservoirs within the unit area. The Unit Operator must still
obtain approval of a Plan of Operations from the State and permits from various local, state, and
federal agencies on State leases before drilling a well or wells or initiating development activities
to produce reservoirs within the unit area. 11 AAC 83.346. The Unit Operator must guarantee
full payment for any damage sustained to the land estate before beginning operations, and the
Plan of Operations must include plans for rehabilitation of the unit area. Finally, DNR may
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further require that the Unit Operator comply with the lease stipulations and lease advisories
developed for the most recent lease in the BPU or comply with the lease stipulations and lease
advisories developed for the most recent lease in the region.

2. The Geological and Engineering Characteristics of the Reservoir and Prior
Exploration Activities in the Unit Area

Introduction

Under 11 AAC 83.356(a), a unit must encompass the minimum area required to include all or
part of one or more oil or gas reservoirs, or all or part of one or more potential hydrocarbon
accumulations. 11 AAC 83.395(5) defines a “potential hydrocarbon accumulation” as “any
structural or stratigraphic entrapping mechanism which has been reasonably defined and
delineated through geophysical, geological, or other means and which contains one or more
intervals, zones, strata, or formations having the necessary physical characteristics to accumulate
and prevent the escape of oil and gas.”

BRPC provided sufficient confidential geologic and geophysical data in support of the
Application. Data included structure and isopach maps, interpreted seismic data and other
geologic displays. The data are confidential and therefore, this information is not discussed in
detail here. The Division will hold these data confidential under AS 38.05.035(a)(8)(C) and 11
AAC 96.220.

Geologic and Engineering Characteristics of the Reservoirs

The primary exploration targets in the proposed BPU are the Ivishak Sandstone of the
Sadlerochit Group, the Sag River Formation and the Kuparuk River Formation. The proposed
BPU lies north of the northwest to southeast trending, down-to-the-north, Prudhoe fault that
separates the Prudhoe Bay Field from deeper, more complexly faulted structures in the north.
Late Jurassic to Early Cretaceous rift related faults and Brookian compressional faults overprint
the area north and west of Prudhoe Bay resulting in smaller structural closures at the Ivishak
level. Early exploration efforts in this area focused primarily on small, fault associated structural
closures in the Ivishak Sandstone. Although the overlying Sag River Formation and the
underlying Lisburne Group carbonates were penetrated in most early exploration wells, potential
hydrocarbon plays within these reservoirs were not fully evaluated. Historically, structural to
combination structural/stratigraphic traps in both the Lower Cretaceous Kuparuk River
Formation and the Cretaceous Brookian Sequence were only secondary targets.

The Lisburne Group consists of Mississippian to Pennsylvanian carbonates. The only Lisburne
production on the North Slope is located approximately twelve miles east of the proposed unit in
the Lisburne Participating Area (PA) of the Prudhoe Bay Unit. The Lisburne is not an
exploration target for the proposed unit. Unconformably overlying the Lisburne Group is the
Permo-Triassic Sadlerochit Group consisting, in this area, of the shallow marine Kavik
Formation which is conformably overlain by the progradational, pro-deltaic to fluvial Ivishak
Sandstone, the primary producing formation in Prudhoe Bay Field. The Ivishak Sandstone, in
this area, ranges in thickness from 320 feet (North Prudhoe Bay St 1) to 370 feet (Pt. Storkersen
#1). Porosity for the sandstone ranges from the teens to 20 percent; whereas, permeability can
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range up to hundreds of millidarcies. The Sadlerochit Group is unconformably overlain by a
transgressive sequence that consists of sandy, marly carbonates to limestones of the Shublik
Formation and overlying shelfal sandstones of the Sag River Formation. The Shublik Formation
is a known hydrocarbon source rock. It contains minor potential for reservoir quality rock, but
has occasionally tested oil. The Sag River Formation is glauconitic, very fine grained, quartz
rich shelfal sandstone that contains moderate quality reservoir rock. It is a potential reservoir
target in the proposed Beechey Point Unit. Overlying the Permo-Triassic reservoirs are the
Jurassic Kingak Formation, the Miluveach Formation and the Kuparuk River Formation. A
complex, rift shoulder margin depositional setting for the Kuparuk River Formation gives rise to
reservoir sandstones that are highly variable in thickness and reservoir quality. Numerous fields
surrounding the proposed Beechey Point Unit produce from the Kuparuk River Formation. The
nearest production is at Pt. Mclntyre, directly east of the proposed unit. Kuparuk sandstone also
produces south and southwest of the proposed unit at Prudhoe Bay Unit (Western Satellites),
Kuparuk River Unit and Milne Point Unit.

Prior Exploration Activities

The earliest well drilled in the area is the 1969 Hamilton Brothers Pt. Storkersen#1 well. The
well penetrated part of the Lisburne Formation and reached a total depth of 11,473 feet measured
depth. Seven of eight drill stem tests (DSTs) were conducted in the Sag River Formation and the
Ivishak Sandstone. From the completion report, DST#7 and DST#8 recovered 570 feet of oil
and 2,800 feet of oil, gas, and gas cut water cushion respectively from the Sag River Formation.
DST#1, 10,580 feet measured depth to 10,640 feet measured depth, in the Ivishak Sandstone
flowed 315 barrels of oil per day. DST#6, 10,580 feet measured depth to 10,640 feet measured
depth, flowed 735 barrels of oil per day from the Ivishak Sandstone; while DST#3, 11,086 feet
measured depth to 11,277 feet measured depth, recovered 2,000 feet of water cushion and 450
feet of gas cut mud from the Lisburne. The Kuparuk River Formation, approximately 560 feet
thick (TVD), was not tested in the well.

The Kuparuk Delta 51-1 well was drilled after Pt. Storkersen in 1970 by Hamilton Brothers in
what was then the Kuparuk Delta Unit. The well reached a total depth of 11,200 feet measured
depth in the upper Lisburne Group. Eight drill stem tests were conducted; four are recorded as
failed tests in the well completion report. No flow of hydrocarbons were recorded for the three
drill stem test conducted in the lower Kuparuk Sandstone (DST#6), Sag River Formation
(DST#2) and in the lowermost Shublik D and upper Ivishak Sandstone (DST#8). However, a
lower Brookian ‘stray sandstone’ interpreted as a distal slope turbidite sandstone tested oil in
DST#5 from 7,131 feet measured depth to 7,171 feet measured depth. Completion report data
indicates this sandstone flowed 32.8° API oil at an initial rate of 2,200 barrels of oil per day,
which decreased to 1,500 barrels of oil per day.

In late 1970, Conoco followed this well with the Kuparuk Delta 51-2 well that penetrated the
Lisburne Group to a total depth of 13,605 feet measured depth. This well is located
approximately 4,500 feet north of the Kuparuk Delta 51-1 well. The completion report indicates
that 10 drill stem tests were performed. The first five tests failed. Successful tests of oil were
recorded from the Ivishak Sandstone and the Kuparuk River Formation. DST#6 in the Ivishak
Sandstone, 11,655 feet measured depth to 11,659 feet measured depth, flowed 695 barrels of oil
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per day (33° API) with 1,000 barrels of water per day. DST#7 also in the Ivishak Sandstone,
11,635 feet measured depth to 11,639 feet measured depth, flowed 520 barrels of 39.7° API oil
with a 12 percent water cut. DST#8 and DST#9 were conducted in the Kuparuk River
Formation from 9,614 feet measured depth to 9,618 feet measured depth. DST#8 did not flow
oil to the surface, but reversed out 40 barrels of 25.6° API oil. DST#9 flowed oil to the surface
after 460 minutes at an equivalent rate of 350 barrels of 26.7° API oil with no water cut.
DST#10 also in the Kuparuk River Formation, 9,363 feet measured depth to 9,367 feet measured
depth, reversed out 90 barrels of 23° API oil with no flow to the surface.

Hamilton Brothers turned over unit operation to Conoco and the unit was renamed the Gwydyr
Bay Unit. It was not until 1981 that Conoco drilled the Gwydyr Bay 2 and 2A wells, although
additional wells were drilled in the Gwydyr area by Mobile and Cities Service. The Conoco
Gwydyr Bay 2 well, spudded in late 1980, reached a total depth of 11,365 feet measured depth in
the Ivishak Sandstone. The Ivishak was wet. Conoco side tracked the well, but not until a test
was conducted in another ’stray’ sandstone within the Brookian section. A drill stem test was
run from 7,500 feet measured depth to 7,575 feet measured depth. On a final flow test, 80
barrels of 30°-34° API oil was recovered with no formation water and with some gas. Three
abandonment plugs were set and the well was sidetracked to drill the Gwydyr 2A wells. This
well tested oil from both the Ivishak Sandstone and the Kuparuk River Formation. DST#IB in
the Ivishak Sandstone, 11,233 feet measured depth to 11,259 feet measured depth, flowed 3,000
barrels of oil per day with 170 barrels of water per day and a GOR of 900 SCF/STB. DST#2
was performed in the Kuparuk River Formation over two perforated intervals (9,654-9,641 and
9,571-9,561 MD), with a stabilized oil rate of 740 BOPD and a GOR of 410 SCF/STB.

BP Exploration Alaska (BPXA) drilled Pete’s Wicked No. 1 in 1997. Approximately 65 feet of
oil pay in the Ivishak Sandstone are evident on logs. No well tests were conducted.
Development plans for a roadless drillsite and a three well development were submitted and
approved. However, BPXA dropped these plans and the acreage went back to the State of
Alaska.

The North Shore #1 well was drilled by BPRC in 2006-2007, and sidetracked in 2008. The
sidetrack tested 2,092 bopd from the Ivishak Formation. Test results of the Sag River Formation
of North Shore #1 sidetrack were inconclusive. On July 10, 2008, the Division determined that
the North Shore #1 Well is economically and physically capable of producing in paying
quantities under 11 AAC 83.105.

3. Plan of Development for the Proposed Beechey Point Unit

BRPC provided sufficient technical data to define the hydrocarbon prospects under consideration
and to support long-range development activities for the proposed BPU. The initial five-year
Plan of Development (initial POD), Exhibit G, includes plans to delineate all underlying oil or
gas reservoirs, bring several isolated reservoirs into production through the proposed North
Shore Development Project, and maintain and enhance production once established. The BPU is
divided into five exploration blocks, North Shore, West Shore, Northwest Shore, East Shore and
Off Shore, see Attachment 3. The initial POD includes plans for exploration or delineation of
land not included in a participating area, with specific drilling expectations within the undrilled
exploration blocks of the BPU. The term of the initial POD commences on the effective date of
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the BPU Agreement, August 31, 2009, and end on August 30, 2014. Each year, BRPC must
submit an annual report to the Division by July 1%; and, schedule a meeting to present technical
information and discuss unit operations. The initial POD for the proposed BPU establishes work
obligations that BRPC shall meet in order for the proposed unit to remain in good standing.

The provisions of the initial POD require the following development and exploration
commitments:

Development
1. By December 31, 2010, BRPC shall have all the permits in place for the North Shore
Development Project, as more particularly described in Table 2.3 of the North Shore
Development Project Description dated January 2009;
2. By October 1, 2012, BRPC shall apply to the Commissioner to form an initial
Participating Area; and
3. By January 1, 2013, BRPC anticipates first production from the initial Participating Area.

Exploration

1. By December 1, 2010, BRPC shall commit in writing to drill a well within one of the five
designated exploration blocks in the proposed BPU;

2. On or before July 1, 2011, BRPC shall complete drilling operations for the first
exploratory well in one of the exploration blocks;

3. By December 1, 2012, BRPC shall commit in writing to drill a second well within one of
the remaining undrilled exploration blocks; and '

4. On or before July 1, 2013, BRPC shall complete drilling operations of the second
exploratory well in one of the remaining undrilled exploration Blocks.

Adherence to these terms will satisfy the performance standards and due diligence requirements
that the Division and BRPC agreed to as a condition for the approval of the BPU Agreement.
Failure to meet the commitments set out in the approved initial POD, including the exploration
plan, will result in termination of the Beechey Point Unit, except as to tracts or portion of tracts
included in an approved Participating Area or included in an application for a Participating Area.
If BRPC fails to meet a drilling commitment specified in the initial POD, the Beechey Point Unit
automatically terminates on August 1% of that year; and, the WIOs agreed to waive the extension
provisions of 11 AAC 83.140 and Article 15, and the notice and hearing provision of 11 AAC
83.374. Within 30 days of unit termination, the WIOs shall surrender all leases whose primary
terms have expired, (except ADL 47468), that are not in an approved Participating Area or
included in an application for a Participating Area within the Beechey Point Unit.

If all the commitments of the initial POD are met, a second Plan of Development (2" POD) must
be submitted to the Division on or before June 1, 2014. The Division expects the 2" POD to
commit to the same level of exploration activity for the years 2014 — 2019 as proposed in the
initial POD, Section 2(e) through Section 2(g).

4. The Economic Costs and Benefits to the State

Approval of the BPU Agreement in combination with the initial POD will result in both short-
term and long-term economic benefits to the State. The assessment of the leases’ hydrocarbon
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potential will create jobs in the short term. If the WIOs sanction the North Shore Development
Project and begin development/production from the BPU, the State will earn royalty and tax
revenues over the life of the field, and create jobs over the long term. The initial POD advances
exploration and evaluation of reservoirs that might not otherwise be developed on a lease-by-
lease basis. Unitization allows BRPC to follow a systematic approach to exploration and
development and to maximize oil recovery in an efficient and environmentally benign manner.
It allows numerous relatively small accumulations to share facilities and infrastructure, which
benefits the State.

The BPU Agreement defines the rights, responsibilities, and relationship between the Unit
Operator, WIOs, and the State. It protects the interests of the State and the lessees. It defines the
parties’ rights and responsibilities in the event of both successful and unsuccessful exploration
results.

5. Amendments to the State Only Model Unit Agreement Form

BRPC submitted a Unit Agreement Form that conforms to the State’s unit agreement model
form, revised March 2009. No amendments to the model unit agreement form were made.

6. Other Relevant Factors

No unit will be approved unless the parties to the BPU Agreement hold sufficient interest in the
unit area to give reasonably effective control. 11 AAC 83.316. One lease (ADL 47468) in the
unit area is under a Farmout agreement to AVCG, LLC, and operated by BRPC; and the
Application was submitted with four unit operating agreements — two of which relate to earlier
Farmout agreements affecting ADL 47468. The Application, when submitted, was not signed by
all the working interest owners. However, the BPU Agreement was approved by 78.9% of the
record title owners of the 25 leases committed to the BPU, which is effective control under the
unit operating agreements.

TG World was concerned that the overlapping operating agreements would prevent
development. The Division considered TG World’s comments and concludes the operating
agreements do not prevent development of the proposed BPU because the operating agreements
allow for exploration and development to continue without 100% commitment from the WIOs.
The WIOs who signed the BPU Agreement hold sufficient interest in the unit area to proceed
with exploration and development plans. In addition, the initial POD protects that State’s
interest through specific development and exploration commitments that must be met in order for
the BPU to remain in good standing. Although it is not the norm, the Unit Agreement does not
preclude an operator from entering into multiple operating agreements.

The other concerns raised by TG World were discussed and resolved in a meeting between the
working interest owners and the Division on August 24, 2009. Exhibit A as submitted reflects
current ownership of the leases and will be updated when assignments are approved by the
Division. The extension of the decision date afforded TG World additional time to review the
confidential portion of the Application. After that review, TG World had no further comments.
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BRPC requested the North Shore #1 (NS#1) well be considered a unit well under the BPU
Agreement. The WIOs have been actively exploring the BPU area in anticipation of forming a
unit. The NS#1 was drilled as an exploration well and will be used as a production well if the
North Shore Development Project is sanctioned by the WIOs. Although the well was drilled
prior to unit formation, designating NS#1 as a unit well promotes the State’s object to encourage
new exploration prior to submitting a unit application.

The 25 leases to be incorporated into the BPU were not issued on one Division lease form.
Lease forms vary from DL-1 Rev. Oct. 1963, DOG 200004, DOG 200204 to DOG 200604. For
clarity, Article 12.5 of the BPU Agreement language provides that,

Notwithstanding any contrary lease term or provision in 11 AAC 83.228-11 AAC
83.229, all royalty deductions for transportation, including, but not limited to,
marine, truck and pipeline, transportation, from the unit area to the point of sale are
limited to the actual and reasonable costs incurred by the Working Interest Owners.
Transportation deductions are only allowed for sales quality oil. These
transportation costs must be determined by taking into account all tax benefits
applicable to the transportation.

To the extent the language in the lease is silent the language in Article 12.5 of the BPU
Agreement will prevail.

Four of the leases in the proposed unit area will expire on August 31, 2009 if they are not
included in an approved unit. If the leases expire, the leasehold interest will return to the State.
The earliest that the Division could re-offer the land, under the current Five-Year Oil and Gas
Lease Sale Schedule is October 2010. There is no certainty that anyone would bid on the tracts
or pursue exploration of this area. If the Division leased the tracts again in 2010, the state would
receive bonus payments and rentals for the primary term of the new leases. However, it could be
years before the new lessees would propose exploration of the area.

The commitments under the initial POD provide the State with the opportunity to receive
royalties from the leases sooner than if the acreage were re-offered in a lease sale. Any
additional administrative burdens associated with the formation of the new unit are far
outweighed by the additional royalty and tax benefits derived from any production that may
occur if the exploration and development activity is successful.

B. Decision Criteria considered under 11 AAC 83.303(a)

1. Promote the Conservation of All Natural Resources

DNR recognizes unitization of the leases overlying a reservoir as a prudent conservation
mechanism. Unitization is the most efficient method for maximizing oil and gas recovery, while
minimizing negative impacts on other resources. Approving the BPU and implementing the
initial POD provides an efficient, integrated approach to developing the numerous potential
reservoirs, which promotes conservation of all natural resources. Environmental impacts will be
reduced by developing the reservoirs from shared onshore facilities, which minimizes the surface
footprint and protects the environment.
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The BPU Agreement promotes the conservation of both surface and subsurface resources.
Without the BPU Agreement, the lessee would be compelled to seek permits to drill wells on
each individual lease in order to extend the leases beyond their primary terms. Unitization
reduces both the number of facilities required to develop reserves that may be discovered and the
aerial extent of land required to accommodate those facilities. Review and approval of
exploration and development permits under a unit agreement will also ensure that rational
surface-use decisions are made without consideration of individual lease ownership or expense.
Although BRPC has not determined the final extent of the hydrocarbons contained in the
prospective reservoirs, the BPU Agreement will ensure that the acreage is explored and recovery
from the leases is maximized when commercial hydrocarbon accumulations are discovered.

p.H The Prevention of Economic and Physical Waste

Unitization will prevent economic and physical waste by eliminating redundant expenditures for
a given level of production, and avoiding lost of ultimate recovery by adopting a comprehensive
reservoir management strategy. Unitized operations improve development of reservoirs.
Marginally economic reserves, which otherwise would not be produced on a lease-by-lease basis,
can be produced through unitized operations in combination with more productive leases.
Facility consolidation lowers capital costs and promotes optimal reservoir management.
Pressure maintenance and secondary recovery procedures are easier to design and achieve
through joint, unitized efforts than would otherwise be possible. In combination, these factors
allow less profitable areas of a reservoir to be developed and produced in the interest of all
parties, including the State.

The total cost of exploring and developing the BPU area would be higher on a lease-by-lease
basis than under unitization terms. Drilling and facilities investment costs will be minimized as a
consequence of eliminating a need for numerous sites within the unit area. Locations of
individual wells and surface facilities will be selected to optimize ultimate oil and gas recovery,
while minimizing or completely avoiding adverse impacts to the environment. Reducing costs
and environmental impacts through unitized operations will expedite development of any
reserves discovered and will promote greater ultimate recovery of any oil and gas from the unit
area. This will increase and extend the State’s income stream from production taxes and
royalties. The revenues to the lessees and Unit Operator may be reinvested in new exploration
and development in the state. Unitization means reduced costs and increased benefits to all
interested parties. It benefits the local and state economy, and provides revenues to the State’s
general, school, constitutional budget reserve, and permanent funds.

3 The Protection of All Parties of Interest, Including the State

Unitization will protect all parties of interest by allowing production from each individual
reservoir to be allocated back to each tract contributing to production in paying quantities. The
BPU Agreement, in combination with the initial POD, promotes the State’s economic interests
because exploration and development will likely occur earlier than without unitization,
particularly given the relatively small, isolated hydrocarbon accumulations that exist in the unit
area. Diligent exploration and development under a single approved unit plan without the
complications of competing operators is in the State’s best interest. It advances evaluation of the
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state’s petroleum resources, while minimizing impacts to the region’s cultural and environmental
resources. A commercial discovery will stimulate the state’s economy with production-based
revenue, oil and gas related jobs, and service industry activity.

The BPU Agreement provides for accurate reporting and record keeping, DNR approval of plans
of exploration, development and operation, royalty settlement, in-kind taking, and emergency
storage of oil and gas, all of which will further the State’s interest. The lease forms and BPU
Agreement also provide that the State’s royalty share will be free and clear of all lease expenses,
unit expenses and participating area expenses. The BPU Agreement will further BRPC’s interest
by providing clear provisions for the operation of the BPU. The modifications to the varying
provisions of the leases will economically benefit the State, and reduce the administrative
burdens of operating and regulating this unit.

V. FINDINGS AND DECISION

A. The Conservation of All Natural Resources

1. The BPU Agreement will conserve all natural resources, including hydrocarbons,
gravel and sand, water, wetlands, and valuable habitat.

2. The unitized exploration, development and operation of the leases in this proposed
unit will reduce the amount of land and fish and wildlife habitat that would otherwise
be disrupted by individual lease development. This reduction in environmental
impacts and preservation of subsistence access is in the public interest.

3. All unit development must proceed according to an approved plan of development.
Before undertaking any specific operations, the Unit Operator must submit a unit Plan
of Operations to the Division and other appropriate local, state and federal agencies
for review and approval. The Unit Operator may not commence any drilling or
development operations until all agencies have granted the required permits. DNR
may condition its approval of a unit Plan of Operations and other permits on
performance of mitigation measures in addition to those in the modified leases and
the BPU Agreement, if necessary or appropriate. Compliance with mitigation
measures will minimize, reduce or completely avoid adverse environmental impacts.

B. The Prevention of Economic and Physical Waste

1. BRPC submitted geological, geophysical and engineering data to the Division in
support of the Application. Division technical staff determined that the BPU area
encompasses all or part of one or more potential hydrocarbon accumulations. The
available geological, geophysical and engineering data justify including the proposed
lands, described in Exhibit A to the Application, in the BPU.

2. The initial POD, subject to the terms and conditions discussed in Section IV.A.3.,

provides for the reasonable development and exploration of potential hydrocarbon
accumulations in the unit area during the initial term of the BPU Agreement. If the
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WIOs sanction the development of a hydrocarbon reservoir or discovers additional
accumulations of oil or gas in commercial quantities, the BPU Agreement will
prevent the waste of oil and gas, and increase the probability of recovering more
hydrocarbons from the unit area.

. The Protection of All Parties in Interest, Including the State

B

10.

BRPC provided evidence of reasonable effort to obtain joinder of any proper party to
the BPU Agreement.

BRPC is the designated operator of the BPU and has reasonably effective control of
operations.

The BPU Agreement, conditioned upon the performance of the initial POD,
adequately and equitably protects the public interest, and is in the State’s best interest.

The BPU Agreement meets the requirements of 11 AAC 83.303.

. The Division complied with the public notice requirements of 11 AAC 83.311.

The BPU Agreement will not diminish access to public and navigable waters beyond
those limitations (if any) imposed by law or already contamed in the oil and gas
leases covered by this BPU Agreement.

The BPU Agreement provides for expansions and contractions of the unit area in the
future, as warranted by data obtained by exploration or otherwise. The BPU
Agreement thereby protects the public interest, the rights of the parties, and the
correlative rights of adjacent landowners.

The initial POD, subject to the terms and conditions discussed in Section IV.A.3,
meets the requirement of 11 AAC 83.303 and 11 AAC 83.343. The initial five-year
POD, (Exhibit G), is approved through August 30, 2014. The Unit Operator shall
conduct the proposed development and exploration activities in accordance with the
timelines specified in the plan. The initial POD describes the performance standards
and diligence requirements agreed to by the State and BRPC.

The BRPC shall submit an annual status report to the Division and schedule a
technical meeting. The annual status report must describe the status of projects
undertaken and the work completed, as well as any proposed changes to the plan.
The annual status report is due by June 1% of each applicable year.

The BPU will expedite development and exploration of the unit area. With the
formation of the BPU, economic benefits to the State outweigh the economic costs of
extending the primary term of the state leases committed to the unit.
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For the reason discussed in this Findings and Decision, I hereby approve the Beechey Point Unit
Agreement, effective August 31, 2009, subject to the conditions set out in this decision, and
designate the North Shore #1 well a unit well under the Beechey Point Unit Agreement.

A person affected by this decision may appeal it, in accordance with 11 AAC 02. Any appeal
must be received within 20 calendar days after the date of "issuance" of this decision, as defined
in 11 AAC 02.040(c) and (d), and may be mailed or delivered to Thomas E. Irwin,
Commissioner, Department of Natural Resources, 550 W. 7th Avenue, Suite 1400, Anchorage,
Alaska 99501; faxed to 1-907-269-8918; or sent by electronic mail to dnr.appeals@alaska.gov.
This decision takes effect immediately. If no appeal if filed by the appeal deadline, this decision
becomes a final administrative order and decision of the department on the 31% day after
issuance. An eligible person must first appeal this decision in accordance with 11 AAC 02
before appealing this decision to Superior Court. A copy of 11 AAC 02 may be obtained from
any regional information office of the Department of Natural Resources.

<t e ﬂZéW 7> // L oo™
Kevin R. Banks < ‘ %ﬁprox‘éd ‘

Director )
Division of Oil and Gas

V. ATTACHMENTS

Exhibit A, Beechey Point Unit Tracts/Leases

Exhibit B, Map of the Beechey Point Unit Boundary

Map of the Exploration Blocks within the Beechey Point Unit
Exhibit G, Beechey Point Unit Plan of Development (Initial POD)
Beechey Point Unit Agreement
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Attachment 1

Exhibit A, Beechey Point Unit Tracts/Leases
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Attached te and made a pan of the J:’?LTAHBQ%“___*
Beechey Point Unit Agreement
State of
Alzksa | Ovemiding
Trackt Toial |Effeciive| Royalty Rovelty
4 ADL# Lepel Descripfion Acres | Dafe Interest Interest [Working Inberest
1 |381157 [Foweshipr B13N  Range; O11E  Secrion: (3 255020 0 SNRO07 | 1G.EEGETOW AVEG 50%
Township: 1IN fange: O1E  Seeion: D4 | AVCE1.08% | TG World 35%
Township: 013N Remges UIIE  Seewion: 09 o Ramshorn 85%
Towughip: OLIN  Bouper {1IE Besfione |0 ] _
2 1391156 |Towuship: QI3N  Rauge: O11E  Sewion: Of zebes | BN | 16.80E6TIS: AVCG a0%
Towwship: 013N  Rouge: 011E  Secrlow: 02 o AVCG 1055 | TG Wond35% |
Tamsiip: 013N Reups: C1IE  Secviow: 11 Ramshom 33% |
Townshipy 0131 Renge 011E  Scevion: 12 T
3 |391159 |Tounship: 013N Renge: Q1IE  Sectfon; _1_5 255000 | OMIZ00F | EGEBETON AVCG 0%t
Tounddp: 03N Renge: 011 Section: 16 | AVCG148% | TG World 354
Township: 013N Remger 0IIE  Sicvon: T1 : . 3 Romshom 36%
Towuthip: 013N Renger UHIE  Secions 22 A i -
4 1391158 |Towmsdip: DI3N  Roge: ONE  Somion 13 zzeopo | BHIROO7 | 4g.865670% - AVOE 30%
Towuship: 013N Rmgm: DI1E  Section: 14 AVCE 1.05% TG World a6%
Tewsship: DI3N  Hmmge: OLIE  Section: 23 - Ramshomn 30%
Towuship: DI3N  Raupe: OLIE  Searors 34 | -
5 |301155 |[Tovwship: DIIN  Rauge: 012F  Seeran: 17 1 abadnn | B2007 | 16,6BEBTN% AVCE 30%:
Townshin: @13H  Fauge: O12E  Secticn: 18 AVGG 1.05% | TG Wend 35%
Townshlp: B13W  Rowpe: DIZE  Secian: 19 Ramshorm 355
Towaship: 013N Range: DIZE  Sechan: 20
& (300430 [Towsship: G1IN  Rauge: DIZE  Seersn 15 256000 | 512004 | 1es66aT0% | Plngo 0.41% ANCHE 305
T Towwship: 013N Rompe: DIZE  Secviou: 16 lAvCE Z41B66%] TG Viond 35%
B Towwship: OGIIN  Ronge: 012E  Seriion: 21[ Remshord 36%
Fovmelip: 013N Ronge: $12E  Seetlon: 22
7 |390851 |Tenmshiy 013N Renge 912E  Sectiom: 13 256000 | 3HE0T | 6.656570% AVTE 30%:
B Towmsiip: 013N Raowge: (112E Seetion: 14 AVEG 265667 TE World 355
Yownship; 013N Rengey 0I2E  Semiom: 23 ; Ramshirn 358
Yopneip: D3N Remger 012E  Seetion: 24 _
B (391152 |{fewskipy 013N Remoo: QI3E  Scotion: [7 25400 | BMROUY | 1666560 | AVOE 306%
Yownddp: 013N  Rengre 013E  Seeviow: 16 AVECE 188% TG World 35%
Yeraglip; 013N Range: O13E  Sepsion: 19 T | Ramshom 3%
Township: 013N Range: DIIE Seefion: 20 B )
B [380073 |Tewackip: DI3N  Rempe: O11E  Secimm 25 | 266000 | NR2002 | 16,665670% | Bachnor 200% |  AVGG 30%
Towaship: 013N Rawpe: O1E  Secfiow 26 AVEE 1.6B6EES 16 World 355
Township: 013N Raoge: O11E  Sectom 33 R "1 Remshom 35%
Tawiship: D3N Regpe: DUIE  Scctina: 36 | R - 1
lofs
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State of
Alaksa | Overriding
Tract Total |Effective | Royally Royalty
/ |ADL # Legal Description Acres Date Interast Inberest  [Warking Interest
10 |380074 |Towuship: 013N  Rewgee BI1ZE  Seetfon: 39 PEES00 | 912002 | 6.668870% | Bechnar 2.00% AV 30%
Fownstip: 015N Remge: 81IE  Sertion: 3[]_-_ N : AVGE (OBEE5:]  TE Warld 33%
Fownstip: 013N  Renger GIZE  Seetiops 31 Remsfiom 35% |
Fownslip; 013N Renger 012E  Section: 32 |
11 [390432 |fownskip: UI3N  Renper (R2E  Section: 29 ZFA007 | BMIEIDY | 46.666670% | Finpo 0.94% AVCE 30N
' Tewnship: 013N Rengee 0135 Sectior: 28 AVCE 2418065 TG Werld 35%
Yewmship: 013N Range: HIE  Seetion 33 | | Ramshoern 364
i Tonstip: D3N Renge: GIAE  Saction: 34 |”
172 390431 {Fouadkip: O13N  Ronge: O12E  Section: 25 ZSE0A0 | SMIZ004 | 16.608670% | Ppo083% | AVCGI0R
Fowuchip: DIEN  Ruge: O13E  Serflon: 26 AVOG 1022609 TG World 35%
] Tounship: 013N Ranga: OL2E  Section: 35 I | Femshomass
Jooveshie: DIAN  Rowpe: QIZE  Seerfon: 36 o :
13 |340428 |Toweshin: DIIN  Range: OL3E  Section: 30 127400 | 512004 | 1B.E06670% | Phnga L315% ENCE 305
ownship: DISN  Rauge: O3B Secdon: 3] ANCE 249060% TG World 36%
. i . Ramshorn 35%
14 |391287 |Towaship: DI13N  Range: 013E  Seefion; 29 gapod | BM142008 | {6.606B70% | Bachner 200% ]  AvCw s03%
il AVCE 0.951% | TG Worki 35%
o REmsahorn 355
15 |BB9948 [Towaship: 013N  fouge: DI3E  Seevign; 32 §40.00 | @/1/2D02 | 1E.G666T0% | Pingo 0.5% ANCG 30%:
o AVCG 2.26666%] TG Workd 35%
il j Remshorn 35%
16 |391152 |Towwslis: 013N Ronpe- DIZE  Scolion; 37 zepuop | BIRIOT | 1esE86T0% AVGE 308
2 Touvship, 013N Ropge: DIZE  Section; 26 AMEE 1.05% TiE World 38% .
| |7ownship: 013N Range: 913E Seedlow: 33 Remshom 3%
) Touwslip; (13N Kanppes 013E  Seciina: 34 B
17 |390509 |Towsshipy GIIN  Range: 012E  Seqion: 08 ZATTHO | AMEZEIO4 | 16/6E0670Y | AVCE 50%
 |7ounshiz: 0IZN  Ronge: 012 Section: 06 WVEG 2U5606%] TG World 38%
i Tourship: 012N  Ronge: 012E  Section: 07 ] L Romshom 25%
- Younship: 012N Renge: 0128 Section: OR { _
18 |290508 [Townshis: 012N Honge: O12E  Sectfon: 03 ZEEDA0 | AMIZU04 | 46.b666TO% AVCE 0%
Tounship: 012N fange: 012E  Sections D4 | ZVCG 200090%] TG Wodd 35% |
Tounship: 012N  Remge: OI2E  Seation: D9 | | Rumshom 35%
Township: 012N  Rawge: Q12E  Seetion: 10 | |
18 |390429 |Foumship: 012N Resge: OI2E Secion: D1 | 2560000 | Sante | 16.666570% | racesnn
Fownship: 012N Rege: OI2E  Soetiow: 02 |  |evos 28esers TG wortd 55%
Fuwnship: 012N Range: OLE  Secdon: 11 | N ! Reimshemn 355
Toworshp: 013N Ramge: OI2E  Seetion- 12 | | |
2af3
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Stefe of
Alaksa | Qveriding
Tract Total |Effective| Ropalty Rayalty
if |ADLE Legal Description Acres Date fnterest interest  |Working Imterast
20 (47468 |Tewwskip: M2ZN  Ronge: 013E  Srewior; M5 | 243700 10411968 | 12600005 Esocon 605
Townsleip: WI2N  Range: 013E  Secvion: 06 o] KCheton 505
Townsteip: QUIN Ronger 013E  Secdion: M
= 'CPAL owhs 12.5%
{Townsielp: M3IN  Rangey 013 Seewion: U ‘ Contraciural W.I.
21 1300425 [Yownsip: 0138 Range: 0138 Seesion: 03 28000 BHJZI0A | 166686705 | Fioneer 6535 | RMGE 30%
Towsip: D1IN  Kenge: 0138 Jeodiors 01 | AVCG 1.05% | TG World 355
Townsteip: BIZN  feqngry OI3E  Seetion: 09 Famghoon §5%:
Towasiip: OIZN  Range: O13E  Seetion: 10 |
22 |3D1208 |Township: GIIN  Ruge: 012E  Secvion: 17 132840 | R2007 | 46.EEEETIE FVCE 30%
Townddsip: GH1ZN ;E!mg{!.‘ 012E  Seowion 1 AVCE 1.08% TG World 55%
Townsllp:r Q1IN Rampe: 012 Sawfone 190 Fame lsom. 855
] Towsliip: 01N Rouge: 012E  Seotien 20
33 |380437 | Fewnokip; 012N Aemge; 0I3E Section: 1§ 128000 | EM2004 | 6.65EETDYL | Pionesr 0.33% AVCG 505
| Founsdfp: 012 Aomge: GE3E Soction: 15 ' AVCG 1.05% WiE World 350
1 Flams kom 35%
4 [A0E3G [Tovwslp: QIIN Pagpe: B13E  Scofiowr 13 430005 | S2004 | 16E5E6TRN | Ploneer 09510 AV o L
Township: QI2ZN  Ronpe: 013 Seotfon 14 AVCE 1.0d% TG Varkd 39%
Rams'hom 3554
25 13R994T |Towuship: OI2N  Empe: BI3E  Seorioar 24 G000 | 9102002 | 4 688BE70%; | Wapner 2000% AVCG 3%
B AVCES 0.831% | TG World 35%
i Remshom 35%
o Total Acreage: 52,875.57
Pinge = Pingo Qil and Gas, LP |
Bachner= 1, And rew Badhiner, Keith C, Farsgren, David G. Feddersen
Wegner=  |Deborah Lee, Trish Kelly, Kristin Wagnet, Richard Wagner, Paul Gavora, Dan Gllbertson
Bioneers _|Pioneer Natural Resources Alaska, Ine,
ACG=  |AVOE, LIC '
TG Worlde TG World Energy Inc.
Ramshorm=  |Ramshom Investments, Inc
Boon= | |ExkonMobil Dil Corporatian
Chevron= Chevron ULS.A. Inc.
CPAl= ConocoPhlillps Company I
BRPC= Brooks Range Petroleum Corporation [
! _
|
. I
i |
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Attachment 2

Exhibit B, Map of the Beechey Point Unit
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Attachment 3

Map of the Beechey Point Unit
Exploration Blocks
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Beechey Point Unit Exploration Blocks
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Exhibit G, Beechey Point Unit Plan of Development
(Initial POD)
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ExhibitG 7s,
Attached fo and made a part of the Q.. ' ‘.;:;'
Beechey Point Unit Agreement % o, %
Initial Unit Plan | “'%%

This Initisl Unit Pln for the Beschey Poist Unit is submitted by Brooks Range
Petrolsum Corporation (BRFC), #s Operator, to the Depariment of Natural Resources as

the Xnitial Unit Plne of Development. As required by Article R nf the Reechey Point

Unit Agreement, and 11 AAC 83.343, the Beechsy Point Unit Initicl Unit Plan of
Development aiddresser the following:
1) long-range proposed developmenl activities for the unif, mdn&mg plms to

delinesic &1l inderdying oll a gas reservoirs, bring the réservioirs into production, _

and maintain and eaharce production oace established,
2} plans for the exploration or delinzation of any land in the unit not 1n::lud=dm -
perlicipating area;
3y details of the proposed operations for at leest cne year following buhmisslcm of
s the plan; and
4) the surface location of proposed facilities, drill pads, roads, material sites, waste
disposal ritez, water supplies, and any other apertation or facility necessary’ for

unit operations.

The teren of this Inétia) Unit Plan of Development shali be for & period commencing on
the Effeclive Date of e Unit Agieanent and ending on July 1, 2014, being
epproximately five years efter the Effective Dete of the Unit Agreement, unless the usit
tenninates before that date, in which case, the Unit Fian of Dievelopment expires with tho
unit termination, If BRPC is unable to felfill any of the tenme and commitments in the

Plan of Development, including the Exploration Plan, the Beechey Point Unit terminates,

excopt a8 fo Treets o7 porfions of Tracts included in an approved Participsting Aved or an
spplication for a Participating Area. Effective on July 1% of the year the Beeﬁhr:}f Paint
Unit ferminates, the Waorking Interest Owmers shall sumender all [eases, except ADL
47463, no: in an approved Partmxpatmg Area or an application for a Participating Area
within the Beechey Point Unit whoss prirsary terms have expired. Algo cffiective as July
1*" of the year the Beschey Poitt Unit terminates, the Working Interest Owners waive the
extension provisions of 11 AAC &3.14¢ aund Acicle 15, and the pofice and hearing

pravision of 1 ] AAC 83,374

ER'PC hasprapqscd the th Shmc Iilwclopmmt Pm_;a:t subject to firal worjdnf‘

interest owner approvalisanctioning. See the attached Morth Shore Development

Profect Description dated January 2009 for a desafled description of the development.

plan. The proposed North Shore Development Fmge..t will produece il from several
relatively smadl, isolated hydrocarbon accamulations in the Ivishak and Seg River
formations [ocated in the Beechey Point Unit, see figores B.16 and B-17 of said

Worth Share Development Project Deseription for & map illustrating outiimes of the |

North Shore vescrvois. The Narth Shore Development Frojoct ia close to existing

Inifis] Unit Plann . , .
Beechsy Fobi Uik, ; Fage=1- Marchad, 2003
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Prodhoc Bay ifistucture. BRPC plans w use uncomplicated fm!iy ami' ;
transporfation designs which will reduce costs allowing for development of these
small reservoirs, Development of just one of thase reservoims would be uneconomic,
however, develeping more than onc &f the sums time from the ssmo pad and
nfrastrocture offers synerpies which allow & group of them fo be developed
economically. The North Shore prospects are located within & 15,000-foot horizontal
drilling radius of the proposed North Shore pad. Two productive hotizons, the Ivishak
and Sag River sands, may be produced fivm each pmspec:t, Horizomtal drilling
technology and long-reach wells will be wsed to puximize production while
minmimiziag surface impacts, BRPC expects to recover befween 5 and 10 million
barrels of oil from the North Shore reservoirs  Future exploration success in the
Beechey Point Unit could increass the reserves,

The develupmmt plans for the Beechey Point Unit include the fu}lnmng :
compnitments: .

#) By December 51, 2010, BFRC ml[ heve the permits in place for the Nuﬂhﬁhmtz '
Development, &s described in Table 2.3 of the North Shore Development Project
Description, dated Jannw 2009,

b} By Oetober 1, 2012, BRPC will apply to the Commissfoner to form an mltm!
Pammpanngﬁm

<) By Jmuary 1, 3013, BRIC anticipates first production from €he initial Patticipate

By huly 1 of each vear, BRPC will submit an annusl repott to the Copwnirsioner, snd .
will schedule an annuial mecting with the Division of Oil & Gas to present téchnicsl
information and discuss unit operations, Ninely days before the sxpiration of the
Initial Plan of Development, BRPC will submit 2 new Plan of Developmont. :

The Wm—icmg Interest Owneis p!an to pwﬁmd with (he mp]matlma petivities
described below within the Beechey Point Tinit Area:

8)  The Beechey Point Unit Area shall be divided ix to five separate blocks
hereinafter refemed 1o as "Exploraton Blocks™ described below: .

1. Norih Shore Exploration Block (Block 1):
Tract 19: ADL300429
Tract 20: ADLO4TA6E
Tract 21: ADL390425
Tract 23: ADL390427

R L

2, West Btiore Explesation Block (Block 2):
a. Tract 09: ADE3S0QT3

Indtinl Lnitl Pisa o
Beechey Foint Unil Pege -2 - Marchd, 2008
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b)

c}

d

Tract 10: ADL390074
Tract 11: ADIL350432
Tract 17: ADL390509
Tract 18: ADL390508
Tract 22: ADL391208

he e o

3. Northwest Shore Exploration Block (Block 3):
Tract 01: ADL391157
Tract 02: ADIL391156
Tract 03: ADIL391159
Tract 04: ADL391158
Tract 05: ADL391155

pop o

4. East Shore Exploration Block (Block 4):
a. Tract 24: ADI.390426
b. Tract 25: ADL389947

5. Off Shore Exploration Block (Blocl 5):
Tract 06: ADL390430
Tract 07: ADL390851
Tract 08: ADL391152
Tract 12: ADL350431
Tract 13: ADL390428
Tract 14: ADL391287
Tract 15: AD1L.389948
Tract 16: ADL391153

F@me ap op

The first well drilled in each Exploration Block after the Beechey Point Unit
Agreement has been approved by the Department of Natural Resources shall
hereinafter be defined as an “Exploration Well.”

By December 1, 2010, BRPC will commit in writing to drill 2 well within one of
the Exploration Blocks On or before July 1, 2011, BRPC will complete drilling
operations of the first (I*) Exploratory Well in one of the Exploration Blocks.
Failure to drill the 1* Exploration Well by July 1, 2011, shall result in the
termination of the Beechey Point Unit, except as to Tracts or portions of Tracts
included in an approved Participating Area or an application for a Participating
Area,

By December 1, 2012, BRPC will commit in writing to drill a second (2™) well
within one of the undrilled Exploration Blocks. On or before July 1, 2013, BRPC
will complete drilling operations of the 2™ Ehploratory Well in one of the
undrilled Exploration Blocks. Failure to drill the 2™ Exploration Well by July 1,

2013, shall result in the termination of the undrilled Exploration Blocks within the

Initial Unit Plan
Beechey Point Unit Page-3- March24, 2009
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appmved Pamipatmg Arc& Of & apph::aucm fora Parﬂmpahng Area

By Diecember 1, 2014, BPRC will commit in writing to drill & third (3 Ty well
within ons of ﬂm undrified Exploration Biocks, On or bifore July 1, 2015, DRPC
will compiete drilling operations of the 3t Eﬁplomm;y Well i one of the
undrilied Exploretion Blocks. Failure to drill the 3 Exploration Well by July'1,
2015, shall result in the fermination of the undrilled Exploration Blocks within the
Beechey Point Unit Avea, except as o Tracts or partions of Tracts ncluded it an
appreved Partinipating Area or an application for a Participating Area.

Ry Decentber 1, 2016, BPRC will eommmit in writing ta drill & fourth (@) well
within onz of the undrilled Exploration Blocks. On or before July 1, 2017, BRPC

will complete drilling cporations of the 4™ Explorstory Well in one of the

undrilled Exploration Blocks. Failure to drill the 4" Exploration Well by July 1,

2017, shall result in the termination of the undrilled Explomtion Blocks within the

Beechey Point Uinit Area, except 45 to Tracts or portions of Tracts includsd 1 in an
appraved Participating Arce or an application for a Participating Ara. :

By December 1, 2019, BRPC will commil ia wiiting o drill & fifih (5' ] well
within the last undilied Exploration Block. On or before Ndy 1, 201%; BRPC
will complete drilling operations of she £ Exploratory Well in the Jast undeilled
Emluranm Blocks. Failore to drill the 5% Exploration Well by July 1, 2019, shall
result in the terination of the undrilled Exploration Block within the Beechey
Point Unit Area, except s to Tracts or portions of Tracts incloded in'an appmw&d
Participating Area ot an spplication for a Participating Area,

PROE ; |

“Table 2.3 of the North Shore Dmlnpmem Project Desmpuou lists the permits and
agiprovils required before the North Shore Dsveldpment Praject can proceed. BRPC
has submitied permit epplicttions for most of the permits listed in seid table. All
pemits ehould be apmroved by the respective agency by the fimst gtarter of 2010.

The Neeth Shote #3 well is schaduled to he: drilled durirg the 2010 winter explotation -

drilling scason using an’ ice toad and ice pad, subject to warking interest ovmer
spproval. The well will be drilled {0 penetrate the Tvishak and Sap River eands, I
successful, the proposed Nerlh Shore Devclopment Froject can be sanctioned for
development, BRPC will be conducling - plcggivul and - uprecitivmal pre-drilling
plenning for said exploration drifling operadon fhrough 2009. I working interest
owner gpproval is not oytained for the drilling of said well in 2010, then the well will
be drilled in 2011.

Cencepimal engineering for the proposed North Shore Develoriment Praject wﬂl
continue throuphout 2009 end 2010, Gravel mad @md pad v::unshwhm desig,
logistics. and contracting will be conducted throngh 2009 and eardy 2010. Gravel
capstruction may begin as carly as the second quarter of 2010, allowing first oil to be

IeRian LisiE Pian - "
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produced it ZU1 1, however, il the proposed North Shore Development Froject is iot

sanctionied unfil after the 2010 winter season, then gravel will be laid during the
winter of 2011 with first oil in 2012, Figwe 8.1 of the North Shore Development
Praject Description shows a timeline which assumed o gravel construction operation
carly in 2010,

Detsiled enginecring design of the processing facllities, snd development well
drilling and completion, will be propressed after development is sancioned. The
procurement of ficilities and equipment will also be conducted afier development hag
been satictioned.

8=

JCATIONS OF PROPOSED FAC

4) SURFACE

The key components of (he current develapient concspt inciude the fal!nnmng (rote

thai engineering iz ongoing, and the final conzept may change):

¢ - Cotistruction of & gravel production pad and aceess road.

# Use of a conventional diesel-powered drilling rig (6 to 1 2-month mtcrmitisznt
drilling program) 1o drill between five and 12 wells.

¢ Three-phsse processing and water/gas flood fagilities on thy production pad.

e Use of tank trocks to fransport sales oif to & transfier facility on ¢ new gravel
pad at the Kuparuk Pipeling.

The North Shore pad will cover approximaiely 12.6 acres and will be loested
approximalsly 5 milce north-northesst of Prudhoc Bay 8 Pad drilisitc, 1 mile west of the
Kuparuk River, near the Beaufort Sea coast, The sife is approximately 18 to 20 fect above

sea level, which is sbove the Kuparuk River flcodplain, BRPC will build & gravel mad
ahout 5.2 miles Gom just soutl of the culrance S Piad o e Bechey Point pad in ofder

fo provide year-round access to the wells and production facilities.

Production will be processed on the pad with a flwee-phase. processing facility with
separation and re-injsction capabilifics. Produced water and gas will be fu-imbl:iﬂd for
enhanced oil recovery. Sales oil will be trucked 1o a lease allocation and custody transfer
{LACT) metering skid adjacent to the Kuparuk Fipeline (KPL} for delivery into KPL :nd
eventual transmissior through the Trans Alagks Pipeline System. BRF may alse drill ane
ar ipore explorstion wells from on or niear the propesed North Shore pad, If ail is found at
ot of these pow prospects and the accumuletion proves to be large enviugh to be
commercial, additional development wells may be drilied on the pad and/or a satellite
drilling pad mey be permitted and constructed to connieet to the North Shos processing
facilitics,

Inisal Unit Plas o _
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RECITALS

The purpose of this Agreement is to effect efficient and timely production of oil and gas.

The Working Interest Owners who are parties to the Agreement are owners of interest in
oil and gas leases subject to this Agreement.

The Commissioner of the Department of Natural Resources, State of Alaska, is
authorized by Alaska Statute 38.05.180(p) and (q) and applicable regulations to consent to and
approve oil and gas unit agreements to explore, develop and produce state oil and gas resources.

AGREEMENT

In consideration of the mutual promises in this Agreement, the parties commit their
respective interests in the Unit Area defined in Exhibit A and depicted in Exhibit B to this
Agreement, and agree as follows:

ARTICLE 1: DEFINITIONS

1.1 Alaska Oil and Gas Conservation Commission (AOGCC) means the
independent quasi-judicial agency of the State of Alaska established by the Alaska Oil and Gas
Conservation Act, Alaska Statute 31.05.

1.2 Approved Unit Plan means a plan of exploration or plan of development that the
Commissioner has approved under Article 8 of this Agreement.

1.3  Commissioner means the Commissioner of the Department of Natural Resources,
State of Alaska, or the Commissioner's authorized representative.

14  Effective Date means the time and date this Agreement becomes effective under
Article 14.1 of this Agreement.

1.5 Lease or Leases means one or more oil and gas leases subject to this Agreement.

1.6  Oil and Gas Rights means the rights to explore, develop, and produce Unitized
Substances.

1.7  Outside Unit Substances means oil, gas, and other hydrocarbons and non-
hydrocarbon substances obtained from outside the Unit Area and injected into a Reservoir
in the Unit Area with the Commissioner’s approval.

Beechey Point Unit Agreement Page 2
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1.8 Outside PA Substances means oil, gas, and other hydrocarbons and non-
hydrocarbon substances obtained from one Participating Area in the Unit Area and injected into
a Reservoir in a different Participating Area in the Unit Area with the Commissioner’s approval.

1.9  Overriding Royalty Interest means an interest in the value of oil and gas
produced at the surface. An Overriding Royalty is derived from a Working Interest. It is
exclusively a revenue interest and provides no control over or right to notice of the operations of
the Lease.

1.10 Participating Area means all Unit Tracts and parts of Unit Tracts designated
as a Participating Area under the provisions of Article 9 of this Agreement to allocate
Unitized Substances produced from a Reservoir.

1.11 Participating Area Expense means all costs, expenses or indebtedness, incurred
by the Unit Operator under this Agreement or the Unit Operating Agreement for or on account of
production from or operations in a Participating Area and allocated solely to the Unit Tracts in
that Participating Area.

1.12 Paying Quantities means a quantity of Unitized Substances sufficient fo yield a
return in excess of operating costs, even if drilling and equipment costs may never be repaid and
the undertaking considered as a whole may ultimately result in a loss. The quantity is
insufficient to yield a return in excess of operating costs unless it will produce sufficient revenue,
not considering transportation and marketing, to induce a prudent operator to produce it.

1.13 Reservoir means that part of the Unit Area containing an accumulation of
Unitized Substances which has been discovered by drilling and evaluated by testing a well or
wells, and which is geologically separate from and not in hydrocarbon communication with any
other oil and gas accumulation.

1.14 Royalty Interest means an ownership right to or interest in the amount or value
of Unitized Substances other than a Working Interest and excludes Overriding Royalty Interest.

1.15 State means the State of Alaska acting in this Agreement through the
Commissioner.

1.16 Sustained Unit Production means continuing production of Unitized Substances
from a well in the Unit Area into production facilities and transportation to market, but does not
include testing, evaluation, or pilot production.

1.17 Unit Area means the “state land” or “land”, as defined in AS 38.05.965, subject
to this Agreement, described in Exhibit A and shown in Exhibit B to this Agreement.

1.18 Unit Equipment means all personal property, Lease and well equipment, plants,
platforms and other facilities and equipment used, taken over or otherwise acquired for use in
Unit Operations.

1.19 Unit Expense means all costs, expenses or indebtedness incurred by the Unit

Operator for Unit Operations, except for Participating Area Expense.
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1.20  Unit Operating Agreement means any and all agreements entered into by the
Unit Operator and the Working Interest Owners, as described in Article 7 of this Agreement.

1.21 Unit Operations means all operations conducted under this Agreement in
accordance with a Unit Plan approved under Article 8 of this Agreement.

122  Unit Operator means the party designated by the Working Interest Owners and
approved by the Commissioner to conduct Unit Operations.

1.23 Unit Plan means a unit plan of exploration, development, or operation as
described in Article 8 of this Agreement.

124 Unit Traet means each separate parcel of land that is described in Exhibit A and
given a Unit Tract number.

1.25 Unit Tract Participation means the percentage of Unitized Substances allocated
to a Unit Tract in a Participating Area.

126 Unit Well means a well drilled within the Unit Area after the effective date
of this Agreement unless specifically authorized by the Commissioner.

1.27 Unitized Substances means all oil, gas and associated substances produced from
the Unit Area.

1.28 Working Interest means the interest held in lands by virtue of a Lease, operating
agreement, fee title or otherwise, under which the owner of the interest is vested with the right to
explore for, develop and produce minerals; the right delegated to a Unit Operator by a unit
agreement is not a working interest.

1.29 Working Interest Owner means a party who owns a Working Interest.

ARTICLE 2: EXHIBITS

2.1  When this Agreement is submitted for approval, only Exhibits A, B, and G
must be attached and are made a part of this Agreement. Exhibit F is also required when
this Agreement is submitted if the Unit Area includes net profit share leases. Exhibits C,
D, E, and F are required when a Participating Area application is submitted for approval
and are, upon approval by the Commissioner, made a part of this Agreement. The Unit
Operator shall supply all Exhibits.

2.2 Bxhibit A is a table that identifies and describes each Unit Tract, and displays: the
Unit Tract numbers, legal descriptions, Lease numbers, Working Interest ownership, Royalty
Interest ownership, initial Overriding Royalty Interest ownership, and the applicable royalty and
net profit share rates applicable to each Unit Tract. Within 30 days after approval by the
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Commissioner of any expansion or contraction of the Unit Area under Article 13 of this
Apgreement, or any change of the Working Interest, Royalty Interest, or an additional separation
creating a new Overriding Royalty Interest in any Unit Tract, the Unit Operator shall submit a
revised Exhibit A to the Commissioner.

23  Exhibit B is a map that shows the boundary lines of the Unit Area and of each
Unit Tract, identified by Unit Tract number and Lease number. Within 30 days after the
Commissioner approves any expansion or contraction of the Unit Area under Article 13 of this
Agreement, the Unit Operator shall submit a revised Exhibit B to the Commissioner.

2.4  Exhibit C is comprised of a table for each Participating Area established under
this Agreement. The Exhibit C table for each Participating Area must display the Unit Tract
numbers, legal descriptions, Lease numbers, Working Interest ownership, Royalty Interest
ownership, initial Overriding Royalty Interest ownership, and the Unit Tract Participation for
that Participating Area. Exhibits must be prepared for each Participating Area established in the
Unit Area. The Unit Operator shall submit an initial or revised Exhibit C to the Commissioner
within 30 days of: 1) the effective date of any Participating Area; 2) any expansion or
contraction of a Participating Area; 3) any division of interest or allocation formula establishing
or revising the Unit Tract Participation of any Unit Tract or Unit Tracts in a Participating Area;
or 4) any change of the Working Interest, Royalty Interest or an additional separation creating a
new Overriding Royalty Interest in any Unit Tract.

2.5  Exhibit D is comprised of a map for each Participating Area. Each Exhibit D map
must show the boundary lines of the Unit Area, a Participating Area and the Unit Tracts in that
Participating Area identified by Unit Tract number and Lease number. Within 30 days after
approval by the Commissioner of a Participating Area or any expansion or contraction of a
Participating Area under Article 9 of this Agreement, the Unit Operator shall submit a revised
Exhibit D to the Commissioner.

2.6  Exhibit E is comprised of a table for each Participating Area that displays the
allocation of Participating Area Expense to each Unit Tract in the Participating Area, identified
by Unit Tract number and Lease number. Exhibits must be prepared for each Participating Area
established in the Unit Area. The Unit Operator shall submit an initial or revised Exhibit E to the
Commissioner whenever an initial or revised Exhibit C is required.

2.7  Exhibit F is a table that displays the allocation of Unit Expense to each Unit Tract
in the Unit Area, identified by Unit Tract number and Lease number. The Unit Operator shall
submit an initial or revised Exhibit F to the Commissioner whenever an initial or revised Exhibit
A is required if the Unit Area includes net profit share leases. The Unit Operator may submit a
revised Exhibit F anytime, but any revisions to Exhibit F are not effective until approved by the
Commissioner.

2.8  Exhibit G is the unit plan of exploration or unit plan of development
described in Article 8 of this Agreement.
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ARTICLE 3: CREATION AND EFFECT OF UNIT

3.1 All Oil and Gas Rights in and to the lands described in Exhibit A and shown in
Exhibit B are subject to this Agreement.

32 Except as otherwise provided in this Agreement, where only a portion of a lease is
committed to this Agreement, that commitment constitutes a severance of the lease into unitized
and non-unitized portions. The portion of the leased area not committed to this Agreement will
be treated as a separate and distinct lease and may be maintained only in accordance with the
terms and conditions of the lease, statutes, and regulations. Any portion of the leased area not
committed to this Agreement will not be affected by the unitization, by operations in the Unit
Area, or by a suspension approved or ordered by the Commissioner.

33 Production of Unitized Substances from any part of a Participating Area will be
considered production from each Unit Tract in the Participating Area as if a well were producing
from each Unit Tract in the Participating Area.

34  The provisions of a Lease committed to this Agreement and of any other
agreement regarding that Lease are modified to conform to the provisions of this Agreement but
only to the extent that there is conflict in provisions and only for so long as the Lease remains
committed to this Agreement. Otherwise, the provisions of such a Lease and agreements will
remain in full force and effect.

20 This Agreement is not intended to transfer title to Oil and Gas Rights by any party
to any other party or to the Unit Operator.

3.6  All data and information determined by the Commissioner to be necessary for the
administration of this Agreement or for the performance of statutory responsibilities must be
provided by the Unit Operator, or Working Interest Owners, or both, upon written request. All
data and information provided to the Commissioner shall be protected from disclosure if the data
or information is of a type entitled to confidentiality protection under the applicable law.

ARTICLE 4: DESIGNATION OF UNIT OPERATOR

4.1. Brooks Range Petroleum Corporation is designated as the Unit Operator until
such time, if any, that a successor Unit Operator is designated under the terms and provisions
of this Agreement. Brooks Range Petroleum Corporation agrees to accept the rights and
obligations of the Unit Operator to conduct Unit Operations and to explore for, develop and
produce Unitized Substances as provided in this Agreement.
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4.2. Except as otherwise provided in this Agreement, including but not limited to
Article 7.4, and subject to the terms and conditions of Approved Unit Plans, the exclusive
rights and obligations of the Working Interest Owners to conduct operations to explore for,
develop and produce Unitized Substances in the Unit Area are delegated to and shall be
exercised by the Unit Operator. This delegation does not relieve a lessee of the obligation
to comply with all Lease terms. The Unit Operator shall notify the other Working Interest
Owners and the Commissioner of actions taken by the Unit Operator under this Agreement
as may be required under a Lease, this Agreement, the Unit Operating Agreement, or
applicable laws or regulations. The Unit Operator shall minimize and consolidate surface
facilities to minimize surface impacts.

ARTICLE 5: RESIGNATION OR REMOVAL OF UNIT OPERATOR

5.1  The Unit Operator will have the right to resign at any time; however, the
resignation will not become effective until: 1) 60 days have passed since the Unit
Operator delivers a written notice of an intention to resign to the Working Interest Owners
and the Commissioner; and 2) all artificial islands, installations and other devices,
including wells, used for operations in the Unit Area are in a condition satisfactory to the
Commissioner for suspension or abandonment of operations. However, if a successor Unit
Operator is designated and approved under Article 6 of this Agreement, the resignation is
effective when approved by the Commissioner.

5.2 The Unit Operator may be removed as provided in the Unit Operating Agreement.
This removal will not be effective until: 1) the Working Interest Owners notify the
Commissioner and the Unit Operator; and 2) the Commissioner approves a Successor Unit
Operator.

53 The resignation or removal of the Unit Operator will not release it from liability
for any failure to meet obligations that accrued before the effective date of the resignation or
removal.

54  The resignation or removal of the Unit Operator does not terminate its rights,
title, interest or obligations as a Working Interest Owner or other interest in the Unit Area.
A termination of the Unit Operator's rights, title, interest or obligations may occur
independently under the terms of the Leases and governing law. When the resignation or
removal of the Unit Operator becomes effective, the Unit Operator shall relinquish
possession of all Unit Equipment, artificial islands, wells, installations, devices, records,
and any other assets used for conducting Unit Operations, whether or not located in the
Unit Area, to the successor Unit Operator.
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ARTICLE 6: SUCCESSOR UNIT OPERATOR

6.1. Whenever the Unit Operator tenders its resignation as Unit Operator or is
removed as provided in Article 5 of this Agreement, a successor Unit Operator may be
designated as provided in the Unit Operating Agreement. The successor Unit Operator
shall accept the rights and obligations of a Unit Operator in writing. The successor Unit
Operator will file an executed copy of the designation of successor with the Commissioner.
The designation of successor Unit Operator will not become effective until approved by the
Commissioner.

6.2. If no successor Unit Operator is designated within 60 days after nofice to the
Commissioner of the resignation or removal of a Unit Operator, the Commissioner may
designate another Working Interest Owner as successor Unit Operator, or declare this Agreement
terminated.

ARTICLE 7: UNIT OPERATING AGREEMENT

.1 The Working Interest Owners and the Unit Operator shall enter into a Unit
Operating Agreement. It shall apportion all costs and labilities incurred in maintaining or
conducting Unit Operations among the Working Interest Owners. The Unit Operating
Agreement shall also apportion the benefits, which will accrue from Unit Operations among the
Working Interest Owners.

7.2 Any allocation described in the Unit Operating Agreement will not bind the State
in determining or settling royalties and net profit share payments. Allocations of Unit Expense,
Participating Area Expense, or Unitized Substances for determining, settling and paying royalties
and net profit share payments will be based on Exhibits C, E and F of this Agreement, and must
be approved by the Commissioner in writing before taking effect. An original or revised
conforming Exhibit C and F shall be submitted to the Commissioner within 30 days of any
change in the division of interest or allocation formula establishing or revising the Unit Tract
Participation of any Unit Tract or Unit Tracts in a Participating Area.

7.3  The Working Interest Owners and the Unit Operator may establish, through
the Unit Operating Agreement and amendments, including any other agreement between
the Working Interest Owners concerning Unit Operations, other rights and obligations
between the Unit Operator and the Working Interest Owners, in addition to those set out in
Article 7.1 of this Agreement. The Unit Operating Agreement must not modify any term of
this Agreement. If the terms of this Agreement and the Unit Operating Agreement conflict,
this Agreement will prevail.

7.4  With the approval of the Commissioner, any Working Interest Owner is
entitled to drill a well on the unitized portion of its Lease when the Unit Operator declines
to drill that well. A Working Interest Owner shall have an approved permit to drill before
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commencement of drilling operations and the well must be part of an Approved Unit Plan.
If the Commissioner determines any such well to be capable of producing Unitized
Substances in Paying Quantities, the land upon which that well is situated must be included
in a Participating Area. The Participating Area will be formed or an existing Participating
Area enlarged as provided in this Agreement. The Unit Operator shall thereafter operate
the well in accordance with this Agreement and the Unit Operating Agreement.

7.5 The Unit Operator shall file a copy of the Unit Operating Agreement with the
Commissioner when this Agreement is submitted for approval. The copy of the Unit
Operating Agreement is for informational purposes only. Approval of the Unit Agreement
is not approval of the Unit Operating Agreement. Complete copies of any amendments to
the Unit Operating Agreement, including all other agreements between the Working
Interest Owners that affect the rights and duties of some or all of the parties to this
Agreement, must also be filed with the Commissioner within 30 days of execution and at
least 30 days before their effective dates.

ARTICLE 8: PLANS OF EXPLORATION, DEVELOPMENT AND OPERATIONS

8.1.  Any Unit Plan and any amendment to a Unit Plan will not be effective until the
Commissioner approves it. Unit Plans are incorporated into this Agreement and become
effective on the date of their approval. :

8.1.1. Unless a unit plan of development is filed under 11 AAC 83.343, a unit
plan of exploration (“Plan of Exploration”) shall be filed for approval with the
Commissioner. Plans of Exploration must comply with 11 AAC 83.341 and any
successor regulation.

8.1.2. A unit plan of development (*“Plan of Development”) shall comply with 11
AAC 83.343 and any successor regulation.

8.1.3. A unit plan of operations (“Plan of Operations™) shall comply with 11
AAC 83.346 and any successor regulation.

8.1.4. When this Agreement is submitted to the Commissioner for approval, the
Unit Operator shall submit an initial Plan of Development or an initial Plan of
Exploration (collectively called the “Initial Unit Plan™) for approval by the
Commissioner.

82. The Unit Operator shall not explore, develop or produce on the Unit Area except

~ in accordance with an Approved Unit Plan. The Unit Operator shall obtain a Plan of Operations
approval, and any other permits and approvals required before operations begin. A Plan of
Operations approval must be consistent with the mitigation measures and lessee advisories
developed for the most recent State areawide lease sale in the region that includes the Unit Area
as deemed necessary by the Commissioner to protect the resources of the State. The Unit
Operator shall submit a complete copy of all such applications to the Commissioner. The Unit
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Operator shall give the Commissioner written notice before beginning testing, evaluation, or
pilot production from a well in the Unit Area.

8.3. After Sustained Unit Production in Paying Quantities begins, Unit
Operations shall be maintained with lapses of no more than 90 days per lapse between
operations. The lapse may be longer if suspension of operations or production has been
ordered or approved by the Commissioner. Approved Unit Plans may provide for a
suspension of Unit Operations.

84.  After giving written notice to the Unit Operator and an opportunity to be heard,
the Commissioner may require the Unit Operator to modify from time-to-time the rate of
prospecting and development and the quantity and rate of production.

8.5. The Commissioner may approve any injection of Outside Unit Substances or
Outside PA Substances within the Unit Area. Any injection of Outside Unit Substances or
Outside PA Substances within the Unit Area must be part of an Approved Unit Plan.

ARTICLE 9: PARTICIPATING AREAS

9.1.  The Unit Operator shall submit a request for approval of the proposed initial
Participating Area to the Commissioner at least 90 days before Sustained Unit Production from a
Reservoir in the Unit Area. A Participating Area shall include only land that is reasonably
known to be underlain by Unitized Substances and known or reasonably estimated through the
use of geological, geophysical and engineering data to be capable of producing or contributing to
production of Unitized Substances in Paying Quantities. The Unit Operator must receive
approval from the Commissioner of a Participating Area before commencement of Sustained
Unit Production. The Unit Operator shall notify the Commissioner before the commencement of
Sustained Unit Production from each Participating Area.

9.2.  Each application for approval of a Participating Area shall include Exhibits C, D,
E, and G. Exhibit F is also required if the Unit Area includes net profit share leases. If approved
by the Commissioner, the area described in Exhibit C and shown in Exhibit D will be a
Participating Area, and the allocation of Participating Area Expenses and Unit Expenses
described in Exhibits E and F will be effective on the effective date of the Participating Area.

9.3. A separate Participating Area shall be established for each Reservoir in the Unit
Area. If one Reservoir underlies another Reservoir in whole or in part, separate Participating
Areas may be created for each Reservoir. Any two or more Reservoirs or Participating Areas
may be combined into one Participating Area if approved by the Commissioner.

9.4. At the Unit Operator’s election or if so directed by the Commissioner, the Unit
Operator shall apply to expand or contract the Participating Area if expansion or contraction is
warranted by geological, geophysical, or engineering data. Each application for expansion or
contraction shall include Exhibits C, D, E, and G. Exhibit F is also required if the Unit Area
includes net profit share leases. The application must be submitted to the Commissioner for
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approval. Before any directed expansion or contraction of the Participating Area, the
Commissioner will give the Unit Operator reasonable notice and an opportunity to be heard.

9.5. The Commissioner will establish the effective date of the initial Participating
Area. That effective date will be no later than the date of the first Sustained Unit Production.
The Commissioner will establish the effective date of each later Participating Area.

9.6. Land in a Participating Area shall remain in that Participating Area even if its
Unitized Substances are depleted.

9.7.  If the Working Interest Owners cannot agree on the fair, reasonable and equitable
allocation of production or costs, the Commissioner will prescribe an allocation.

9.8. A Unitized Substance produced from one Participating Area (“Originating
Participating Area”) may be used as an Outside PA Substance (“Injected Substance™) for
repressuring, recycling, storage or enhanced recovery purposes in another Participating Area
(“Receiving Participating Area”) only if the State is paid royalty as if the Unitized Substance was
saved, removed, or sold by the Working Interest Owners, except as follows.

9.8.1. If the Commissioner consents to the transfer of Unitized Substances
between Participating Areas without immediate payment of royalties, the Unit
Operator shall provide monthly reports to the State of the transferred Unitized
Substance volumes in both the Originating and Receiving Participating Areas as
specified in 11 AAC 04. These monthly reports shall reflect the volumes of any
Unitized Substance transferred and the British thermal units (“Btus”) in any natural
gas Unitized Substance transferred as an Outside PA Substance during the preceding
month.

982, If the Commissioner consents to the transfer of Unitized Substances
between Participating Areas without immediate payment of royalties, the royalties
shall be paid when the Injected Substances are produced and sold from the Receiving
Participating Area. The first natural gas Unitized Substances produced and sold from
the Receiving Participating Area shall be considered to be the Injected Substances
until a volume of natural gas containing Btus equal to the Btfus contained in the
Injected Substances is produced and sold from the Receiving Participating Area. All
the Unitized Substances produced and sold from a Receiving Participating Area that
are considered to be the Injected Substance shall be allocated to the Originating
Participating Area. The Working Interest Owners shall pay the State royalties on
Injected Substances produced and sold from a Receiving Participating Area as if
those Injected Substances were produced and sold from the Originating Participating
Area when they were produced from the Receiving Participating Area.

9.9.  All liguid hydrocarbons removed in any equipment or facility in Alaska from
produced Injected Substances and not used for fuel shall be allocated to the Receiving

Participating Area. If liquid hydrocarbons are removed from the natural gas, the Btu content of
the natural gas shall be measured after liquid hydrocarbons are removed.
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9.10. The Commissioner’s approval must be obtained for the proposed recovery rate
and commencement date for recovery before any Outside Unit Substance is injected within the
Unit Area.

9.11. After giving written notice to the Unit Operator and an opportunity to be heard,
the Commissioner may require the Unit Operator to modify from time-to-time the rate of
prospecting and development and the quantity and rate of production from a Participating Area.

9.12. Underground storage will be covered by separate agreement with the
Commissioner.

ARTICLE 10: OFFSET WELLS

10.1. Whenever there is a risk of drainage from production operations on property
outside the Unit Area, the Unit Operator shall drill wells to protect the State from loss by reason
of drainage. The Commissioner may issue a written demand if oil or gas is produced in Paying
Quantities, as defined in 11 AAC 83.105, for 30 consecutive days in a well on other land not
owned by the State or on which the State receives a lower rate of royalty than under any Lease in
the Unit Area, and that well is within 500 feet in the case of an oil well or 1,500 feet in the case
of a gas well of lands then subject to this Agreement. If, after notice to the Unit Operator and an
opportunity to be heard, the Commissioner finds that production from that well is draining lands
then subject to this Agreement, the Unit Operator shall within 30 days after written demand by
the Commissioner, begin in good faith and diligently prosecute drilling operations for an offset
well on the Unit Area. In lieu of drilling any well required by this paragraph, the Working
Interest Owners must compensate the State in full each month for the estimated loss of royalty
through drainage in the amount determined by the Commissioner. :

ARTICLE 11: ALLOCATION OF PRODUCTION

11.1  Production and costs will be allocated under 11 AAC 83.371 and any
successor regulation. The Unit Operator shall submit a proposed allocation plan, with
supporting data, to the Commissioner for approval. The Commissioner may revise the
proposed allocation plan if it does not equitably allocate production and costs from the
Reservoir. The Commissioner will give the Unit Operator and Working Interest Owners
reasonable notice and an opportunity to be heard before revising the Unit Operator's
proposal. The allocation plan must be revised whenever a Participating Area is expanded
or contracted. Within 30 days after approval by the Commissioner of any division of
interest or allocation formula establishing or revising the Unit Tract Participation of any
Unit Tract or Unit Tracts in a Participating Area, the Unit Operator shall submit revised
Exhibits C and F to the Commissioner. The Unit Operator may submit a revised Exhibit F
anytime, but any revisions to Exhibit F are not effective until approved by the
Commissioner.
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112 The Working Interest Owners shall pay royalties for each Unit Tract in proportion
to each Working Interest Owner's ownership in that Unit Tract. The amount of Unitized
Substances allocated to each Unit Tract will be deemed to have been produced from that Unit
Tract.

11.3 The Working Interest Owners may allocate Unitized Substances, Participating
Area Expense, and Unit Expense differently than described in Exhibits C, E and F. However,
that allocation will not be effective for determining royalty or net profit share payments. The
Unit Operator shall submit any allocation that is different than the allocations required in Exhibit
C, E or F fo the Commissioner under 11 AAC 83.371(b) for the State's information within 10
days of its effective date with a statement explaining the reason for the different allocation.

11.4 Royalties will not be due or payable to the State for the portion of Unitized
Substances unavoidably lost or used in the Unit Area for development and production in
accordance with prudent industry practices. Gas that is flared for any reason other than safety
purposes as allowed by the AOGCC will not be deemed to be unavoidably lost, and the Working
Interest Owners shall pay royalties for such flared gas as if it had been produced. This
exemption does not apply to Unitized Substances that are sold, traded or assigned, including
sales, transactions, or assignments among the Working Interest Owners.

11.5 Ifa Lease provides for a discovery royalty rate reduction for the first discovery of
oil or gas, that Lease provision will not apply to a well spudded after the Effective Date.

ARTICLE 12: LEASES, RENTALS AND ROYALTY PAYMENTS

12.1 The Working Interest Owners shall pay rentals and royalty payments due
under the Leases. Payments to the State must be made under 11 AAC 04 and 11 AAC 83.110
and any successor regulations.

12.2  Each month, the Unit Operator shall furnish a schedule to the Commissioner.
That schedule shall specify, for the previous month: 1) the total amount of Unitized Substances
produced; 2) the amount of Unitized Substances used for development and production or
unavoidably lost; 3) the fotal amount of Unitized Substances allocated to each Unit Tract; 4) the
amount of Unitized Substances allocated to each Unit Tract and delivered in kind as royalty to
the State; and 5) the amount of Unitized Substances allocated to each Unit Tract for which
royalty is to be or has been paid to the State. If any of the Leases subject to this Agreement
require net profit share payments, the operator shall provide the schedule of development costs in
accordance with 11 AAC 83.219.

12.3. Each Working Interest Owner shall pay its share of royalties to the State on
Unitized Substances as provided in the Lease, except that any reference in the Lease to the
Meased area" will mean the Unit Area and any reference to “oil, gas, or associated
substances” will mean “Unitized Substances.”
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12.4. Notwithstanding any contrary Lease term, royalties and the share of Unitized
Substances attributable to royalties and any payment due must be paid free and clear of all
Lease expenses, Unit Expenses and Participating Area Expenses. These excluded
expenses include, but are not limited to, separating, cleaning, dehydration, saltwater
removal, processing, compression, pumping, and manufacturing costs. These excluded
expenses include the costs of preparing the Unitized Substances for transportation off the
Unit Area and gathering and transportation costs incurred before the Unitized Substances are
delivered to a common carrier. No lien for any expenses will attach to royalty Unitized
Substances. The royalty share will bear a proportionate part of any gas shrinkage that
occurs during gas processing and blending.

12.5 Notwithstanding any contrary Lease term or provision in 11 AAC 83.228—11 AAC
83.229, all royalty deductions for transportation, including, but not limited to, marine, truck and
pipeline, transportation, from the Unit Area to the point of sale are limited to the actual and
reasonable costs incurred by the Working Interest Owners. Transportation deductions are only
allowed for sales quality oil. These transportation costs must be determined by taking into account
all tax benefits applicable to the transportation.

12.6. The Unit Operator shall give the Commissioner notice of the anticipated date
for commencement of production at least six months before the commencement of
Sustained Unit Production from a Participating Area. The Commissioner may take the
State’s share of Unitized Substances in-kind in accordance with the following. The
Commissioner will give the Unit Operator 90 days written notice of the State’s initial
election to take all or a portion of its share of Unitized Substances in-kind. After taking has
commenced, the Commissioner may increase or decrease the amount of Unitized
Substances taken in-kind.

12.6.1. The Commissioner may elect to specify the Unit Tracts from which
Unitized Substances taken in-kind are to be allocated. If the Commissioner does
not specify any Unit Tracts in the written notice to the Unit Operator, the
Unitized Substances taken in-kind will be allocated to all Unit Tracts in
accordance with the Unit Tract Participation shown on Exhibit C to this
Agreement.

12.6.2 The Unit Operator shall deliver the State’s royalty Unitized Substances at
the custody transfer meter at a common carrier pipeline capable of carrying those
substances, or at any other mutually agreeable place. The State may designate any
individual, firm or corporation to accept delivery.

12.6.3- The State’s share of Unitized Substances delivered in-kind shall be
delivered in good and merchantable condition and be of pipeline quality. Those
substances will be free and clear of all Lease expenses, Unit Expenses, and
Participating Area Expenses, and free of any lien for these excluded expenses. These
excluded expenses include, but are not limited to, separating, cleaning,
dehydration, saltwater removal, processing, compression, pumping, and
manufacturing costs. These excluded expenses include the costs of preparing the
Unitized Substances for transportation off the Unit Area and gathering and
transportation costs incurred before the Unitized Substances are delivered to a
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commion carrier. If a Working Interest Owner processes the Unitized Substances
to separate, extract or remove liquids from a Working Interest Owner's share of
natural gas Unitized Substances, the State may require that a Working Interest
Owner also process the State's share of natural gas being taken in-kind in the
same manner without cost to the State. Under these circumstances, the State, or
its buyer, shall only pay any tariffed transportation costs and shrinkage of the
volume of gas resulting from processing.

12.6.4 Each Working Interest Owner shall furnish storage in or near the Unit
Area for the State’s share of Unitized Substances to the same extent that the Working
Interest Owner provides storage for its own share of Unitized Substances.

12.7, If a purchaser of the State's share of Unitized Substances does not take
delivery of Unitized Substances, the State may elect, without penalty, to underlift for up to
six months. The State may underlift all or a portion of those substances. The State's right to
underlift is limited to the portion of those substances that the purchaser did not take
delivery of or what is necessary to meet an emergency condition. The State will give the
Unit Operator written notice 30 days before the first day of the month in which the
underlifted Unitized Substances are to be recovered. The State may recover at a daily rate not
exceeding 25 percent of its share of daily production, unless otherwise agreed.

12.8. The Unit Operator shall maintain records, and shall keep and have in ifs
possession books and records including expense records, of all exploration, development,
production, and disposition of all Unitized Substances and Outside Unit Substances and Outside
PA Substances. Each Working Interest Owner shall maintain records of the disposition of its
portion of the Unitized Substances and OQutside Unit Substances and Outside PA Substances
including sales prices, volumes, and purchasers. The Unit Operator and the Working Interest
Owners shall permit the Commissioner to examine those books and records at all reasonable
times. Upon request by the Commissioner, the Unit Operator and the Working Interest Owners
shall make the books and records available to the Commissioner at the Commissioner’s
designated office. They may provide these books and records in a mutually agreeable electronic
format. These books and records of exploration, development, production, and disposition must
employ methods and techniques that will ensure the most accurate figures reasonably available.
The Unit Operator and the Working Interest Owners shall use generally accepted and internally
consistent accounting procedures.

12.9. To the extent that the rental provision of a Lease is inconsistent with
AS 38.05.180(n), the Lease is amended and rentals will be calculated under AS 38.05.180(n)
and paid under 11 AAC 04. If a Lease requires payment of minimum royalty, the Lease is
amended to delete that minimum royalty obligation.

12.10. All rights and obligations relating to the State's net profit share will be
determined under 11 AAC 83.201 — 11 AAC 83.295. The State may audit the net profit
share reports or payments due for any Lease within 10 years of the year of production. The
period of limitations for the State to file a lawsuit relating to an audit of a net profit share
report or payment will be three years longer than the audit period. The Working Interest
Owners holding interests in net profit share Leases shall maintain the records relevant to
determination of net profit share for 13 years.
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ARTICLE 13: UNIT EXPANSION AND CONTRACTION

13.1. The Unit Operator, at its own election may, or at the direction of the
Commissioner shall, apply to expand the Unit Area to include any additional lands determined to
overlie a Reservoir that is at least partially within the Unit Area, or to include any additional
lands that facilitate production. The Unit Operator shall notify the Working Interest Owners of
any expansion proposed by the Unit Operator or any third party, or proposed or directed by the
Commissioner. Any Unit Area expansion will not be effective until approved by the
Comimissioner.

13.2. Ten years after Sustained Unit Production begins, the Unit Area must be
contracted to include only those lands then included in an approved Participating Area and lands
that facilitate production including the immediately adjacent lands necessary for secondary or
tertiary recovery, pressure maintenance, reinjection, or cycling operations. The Commissioner
may, after considering the provisions of 11 AAC 83.303, delay contraction of the Unit Area if
the circumstances of a particular unit warrant. If any portion of a Lease is included in the
Participating Area, the portion of the Lease outside the Participating Area will neither be severed
nor will it continue to be subject to the terms and conditions of this Agreement. The portion of
the Lease outside the Participating Area will continue in full force and effect so long as
production is allocated to the unitized portion of the Lease and the lessee satisfies the remaining
terms and conditions of the Lease.

13.3. Not sooner than 10 years after the effective date of this Agreement, the
Commissioner will, in the Commissioner’s discretion, contract the Unit Area to include only that
land covered by an Approved Unit Plan, or that area underlain by one or more oil or gas
Reservoirs or one or more potential hydrocarbon accumulations and lands that facilitate
production. Before any contraction of the Unit Area under this Article 13.3, the Commissioner
will give the Unit Operator, the Working Interest Owners, and the Royalty Interest owners of the
Leases or portions of Leases being excluded reasonable notice and an opportunity to be heard.

13.4. The Unit Area may be contracted with the Commissioner’s approval and an
affirmative vote of the Working Interest Owners.

13.5. Within 30 days after approval by the Commissioner of any expansion or
contraction of the Unit Area, the Unit Operator shall submit revised Exhibits A and B to
the Commissioner.

ARTICLE 14: UNIT EFFECTIVE DATE, TERM AND TERMINATION

14.1.  Upon Conunissioner’s approval, this Agreement is effective as of 12:01 a.m. on
the date the Commissioner designates. At least one copy of this Agreement shall be filed with
the Department of Natural Resources, Anchorage, Alaska and one copy shall be filed with the
AOGCC.
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14.2. Subject to the terms and conditions of the Approved Unit Plan, this Agreement
automatically terminates five years from the Effective Date unless:

14.2.1.  a Unit Well in the Unit Area has been certified as capable of producing
Unitized Substances in Paying Quantities under 11 AAC 83.361, in which case this
Agreement will remain in effect for so long as Unitized Substances are produced in
Paying Quantities from the Unit Area; or

14.2.2.  for so long as Unitized Substances can be produced in Paying Quantities
and Unit Operations are being conducted in accordance with an Approved Unit Plan;
or

14.2.3.  should production cease, for so long thereafter as diligent operations are in
progress to restore production and then so long after as Unitized Substances are
produced in Paying Quantities; or

14.2.4.  exploration operations are being conducted under an Approved Unit Plan
and the unit term is extended by the Commissioner. No single extension will exceed
five years.

14.3. If the Commissioner orders or approves a suspension of production or other Unit
Operations, this Agreement will continue in force during the authorized suspension.

14.4. Nothing in this Article holds in abeyance the obligations to pay rentals, royalties,
or other production or profit-based payments to the State from operations or production in any
part of the Unit Area. Any seasonal restriction on operations or production or other condition
required in the Lease is not a suspension of operations or production required by law or force
majeure.

14.5. This Agreement may be terminated by an affirmative vote of the Working Interest
Owmers and the Commissioner’s approval.

ARTICLE 15: EFFECT OF CONTRACTION AND TERMINATION

15.1. If a Lease or portion of a Lease is contracted out of the Unit Area under this
Agreement, then it will be maintained only in accordance with State law and the Lease.

15.2. Each Lease committed to this Agreement on the day that this Agreement
terminates will remain in force for an extension period of 90 days, or any longer period that the
Commissioner may approve. After the extension period expires, the Lease will be maintained
only in accordance with State law and the Lease.

15.3. Upon the expiration or earlier termination of this Agreement, the Unit Operator
will have the right at any time within a period of one year after the termination, or any extension
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of that period as may be granted by the Commissioner, to remove from the Unit Area all
machinery, equipment, tools, and materials. Upon the expiration of that period or extension of
that period and at the option of the Commissioner, any machinery, equipment, tools, and
materials that the Unit Operator has not removed from the Unit Area become the property of the
State or may be removed by the State at the Working Interest Owners” expense. At the option of
the State, improvements such as roads, pads, and wells must either be abandoned and the sites
rehabilitated by the Unit Operator to the satisfaction of the State, or be left intact and the Unit
Operator absolved of all further responsibility as to their maintenance, repair, and eventual
abandonment and rehabilitation. Subject to the above conditions, the Unit Operator shall deliver
up the Unit Area in good condition.

ARTICLE 16: COUNTERPARTS

16.1. The signing of counterparts of this Agreement will have the same effect as if all
parties had signed a single original of this Agreement. Within 30 days after approval by the
Commissioner of any change of the Working Interest ownership of Oil and Gas Rights i any
Unit Tract, the Unit Operator shall submit a revised Exhibits A and C to the Commissioner.

ARTICLE 17: LAWS AND REGULATIONS

17.1. This Agreement is subject to all applicable State and federal statutes and
regulations in effect on the Effective Date of this Agreement, and insofar as is constitutionally
permissible, to all statutes and regulations placed in effect after the Effective Date of this
Agreement. A reference to a statute or regulation in this Agreement includes any change in that
statute or regulation whether by amendment, repeal and replacement, or other means. This
Agreement does not limit the power of the State of Alaska or the United States of America to
enact and enforce legislation or to promulgate and enforce regulations affecting, directly or
indirectly, the activities of the parties to this Agreement or the value of interests held under this
Agreement. In case of conflicting provisions, statutes and regulations take precedence over this
Agreement.

ARTICLE 18: APPEARANCES AND NOTICES

18.1. If the State gives the Unit Operator a notice or order relating to this Agreement it
will be deemed given to all Working Interest Owners and all persons whose interest in the Unit
Area derived from a Working Interest. All notices required by this Agreement shall be given in
writing and delivered personally, or by United States mail or by facsimile machine to the Unit
Operator at the address or facsimile number listed below. All notices actually received will also
be deemed propetrly given. The Unit Operator shall change its notice address by giving 30 days
written notice to the State and the other Working Interest Owners. The State will change its
notice address by giving 30 days written notice to the Unit Operator.
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Address of the Unit Operator:

Brooks Range Petroleum Corporation
510 L Street, Suite 601

Anchorage, Alaska 99501

Fax: (907) 339-9961

Address of the State:

Commissioner, Department of Natural Resources
550 West Seventh Avenue, Suite 1400
Anchorage, Alaska 99501-3554

Fax: (907) 269-8918

with a copy to:

Director, Division of Oil and Gas

550 West Seventh Avenue, Suite 1100
Anchorage, Alaska 99501-3560

Fax: (907) 269-8938

ARTICLE 19: JOINDER

19.1. The Commissioner may order or, upon request, approve a joinder to this
Agreement under the expansion provisions of Article 13 of this Agreement. The Unit Operator
shall submit a request for joinder with a signed counterpart of this Agreement and a notice of
proposed expansion under Article 13 of this Agreement. A joinder is subject to the requirements
of the Unit Operating Agreement. However, the Comumissioner may modify any provision in a
Unit Operating Agreement, which the Commissioner finds discriminates against parties who
request joinder. The Commissioner will give notice and an opportunity to be heard to the Unit
Operator before modifying the Unit Operating Agreement.

ARTICLE 20: DEFAULT

20.1 The Commissioner may determine that failure of the Unit Operator or the
Working Interest Owners to comply with any of the terms of this Agreement, including any
Approved Unit Plan or Plan of Operations, is a default under this Agreement. The failure to
comply because of force majeure, if granted by the Commissioner under
11 AAC 83.336(b), is held in abeyance.

20.2 The Commissioner will give notice to the Unit Operator and the Working Interest
Owners of the default. The notice will describe the default, and include a demand to cure the

Beechey Point Unit Agreement Page 19

Approval of the Application to Form the Beechey Point Unit

51




default by a certain date. The cure period will be at least 30 days for a failure to pay rentals or
royalties and 90 days for any other default.

20.3 If there is no Unit Well capable of producing Unitized Substances in Paying
Quantities under 11 AAC 83.361 at the time of default, and a default is not cured by the date
indicated in the demand, the Commissioner may terminate this Agreement after giving the Unit
Operator notice and an opportunity to be heard. The Commissioner will give notice, by mail, of
the termination, which is effective upon mailing the notice.

20.4 If there is a Unit Well capable of producing Unitized Substances in Paying
Quantities under 11 AAC 83.361 at the time of default, and the operations to cure the default are
not completed by the date indicated in the demand, the Commissioner may terminate this
Agreement by judicial proceedings.

20.5 This Article’s remedies are in addition to any other administrative or judicial
remedy provided for by Lease, this Agreement, or federal or State law.
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IN WITNESS OF THE FOREGOING, the parties have executed this Beechey Point Unit
Agreement on the dates opposite their respective signatures.

QPERATOR

BROOKS RANGE PETROLEUM CORPORATION

ﬂé// 1//,"‘___]3% /7’%7/ 4 g

/ ~Jame Wmegarn,el/
/’{ itle: Vigé President of Lan & External Affairs

Addrgss

BROOKSRANGE PETROLEUM CORPORATION
é,ttentionz James R. Winegarner

510 L Street, Suite 601

Anchorage, AK 99501
Telephone:  (907) 339-9965 (main)

(907) 865-5804 (direct)
Facsimile: (907) 339-9961

E-Mail: jimwinegamer@brooksrangepetro.com
STATE OF ALASKA )
)ss.

THIRD JUDICIAL DISTRICT )

This certifies that on g?fr/ "V 2009, before me, a notary public in and for the State of Alaska, duly
commissioned and swérn, personally appeared STAmvies /2. Lt cq a2 geknown to me to be the person
described in, and who executed the foregoing agreement, who thenafter being duly sworn according to law,
acknowledged to me under oath that he executed same freely and voluntarily for the uses and purposes therein
mentioned.

W& NE?S my hand and mﬂl the day and year in this certificate first above written.
;,] L

NOTA W‘UBL]C irand for Alaska

My Co,mmlss;on Explres (Y27 ?70 fe_ ng Z%IEE
i / State of Alaska
b. My Commisston Expiras Oct. 27, 2012
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WORKING INTERST OWNERS

AVCG,LLC
By: /%fy/é// L—-/ Date: /410{) ( '/0, 2009
C. Edgaf Dunne '
Title: Managing Partner
Address:
AVCG,LLC
Attention: C. Edgar Dunne
510 L Street, Suite 601

Anchorage, AK 99501
Telephone:  (907) 339-9965 (main)

(907) 865-5841 (direct)
Facsimile: (907) 339-9961

E-Mail: edunne@brooksrangepetro.com
STATE OF KANSAS )
)ss.
COUNTY OF SEDGWICK )
This certifies that on 1 [Q , 2009, before me, a notary public in and for the State of Kansas, duly

commissioned and swofn, personally appeared _( - Eﬂ%rﬁfzi Depne , known to me to be the person
described in, and who executed the foregoing agreement,vho then after being duly sworn according to law,
acknowledged to me under oath that he executed same freely and voluntarily for the uses and purposes therein
mentioned.

WI SS my hand and official seal the day and year in this certificate first above writien.

Expires: '7/ Yl

% ~
v, S O R
iy i

Fou A
Hrpnastt
e
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TG WORLD ENERGY, INC.

By: Date:
Clifford M. James
Title: President and CEO

Address:
TG WORLD ENERGY, INC.
Attention: Clifford James
Suite 2000, 736 - 6th Avenue SW
Calgary, Alberta T2P 3T7, Canada
Telephone:  (403) 265-4506
Facsimile: (403) 264-2028

E-Mail: tvipres@telus.net
STATE OF ALASKA )
)ss.

THIRD JUDICIAL DISTRICT )

This certifies that on 2009, before me, a notary public in and for the State of Alaska, duly
commissioned and sworn, persenally appeared , known to mec to be the person
described in, and who executed the foregoing agreement, who then after being duly swomn according to law,
acknowledged to me under oath that he executed same freely and voluntarily for the uses and purposes therein
mentioned.

WITNESS miy hand and official seal the day and year in this certificate first above written.

NOTARY PUBLIC in and for Alaska
My Commission Expires:
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RAMSHORN INVE LNTS, INC.

% Date:__0 5/_%/ //\'—’3 %

RAMSHORN INVESTMENTS, INC.
Attention! Jordan R. Smith
515 W. Greens Road, Suite 1000
Houston, Texas 77067
Telephone:* (281) 775-8527
Facsimile: (281) 775-8414

By:

Jordan R.
Title: Preside

Address:

E-Mail: jordan.smith@nabors.com
STATE OF TEXAS )
)ss.
COUNTY OF _HALRS ) Tokbanl B.Sm nﬁ%o
Pl =2
This certifies that on 4 ;\!ggli 5,, 2009, before me, a notary/public in and for the State of Texas, duly
commissioned and swom, personally appeared T, 2. 50T H , known to me lo be the person

described in, and who executed the foregoing agreement, who then after being duly swom according to law,
acknowledged to me under oath that he executed same freely and voluntarily for the uses and purposes therein
mentioned.

WITNE;;S my hand and official seal the day and year in this certificate first above written.

e W S s e
NOTARY PUBLIC in and for Texas
My Commission Expires: c;l/ 6 18

b

MR P,
"%“ﬁ; BEATRICE PIERSON

S
B
£

%

MY COMMISSION EXPIRES
abiuary 16, 2013
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EXXONMOBIL OIL CORPORATION

By: Date:
John R. Gallogly
Title: Attorney in Fact

Address:

ExxonMobil Oil Corporation
Attention:

800 Bell Street

P. O. Box 2180

Houston, TX 77002
Telephone:  (713) 656-3636 (main)

(713) 656-6598 (direct)
Facsimile: (713) 656-0200

E-Mail: john.r.gallogly@exxonmobil.com
STATE OF TEXAS )
)ss.
COUNTY OF )
This certifies that on , 2009, before me, a notary public in and for the State of Texas, duly
commissioned and sworn, personally appeared , known to me to be the person

described in, and who execuied the foregoing agreement, who then after being duly swomn according to law,
acknowledged to me under oath that he executed same freely and voluntarily for the uses and purposes therein
mentioned.

WITNESS my hand and official seal the day and year in this certificate first above written.

NOTARY PUBLIC in and for Texas
My Commission Expires:
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CHEVRON U.S.A. INC.

By: Date:
Kevin A. Tabler
Title: Attormey-in-Fact

Address:
Chevron U.5.A. Inc.
Attention:
909 W. 5th Ave.
Anchorage, AK 99501
Telephone:  (907) 276-7600 (main)
(907) 263-7600 (direct)
Facsimile: (907) 263-7904

E-Mail: tablerk@chevron.com
STATE OF ALASKA )
)ss.
THIRD JUDICIAL DISTRICT )
This certifies that on , 2009, before me, a notary public in and for the State of Alaska, duly
commissioned and sworn, personally appeared ., known to me to be the person

described in, and who execuled the foregoing agreement, who then afler being duly sworn according to law,
acknowledged to me under oath that he executed same freely and voluntarily for the uses and purposes therein
mentioned.

WITNESS my hand and official seal the day and year in this certificate first above written.

NOTARY PUBLIC in and for Alaska
My Commission Expires:
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CONOCOPHILLIPS ALLASKA, INC.

By: Date:
David W. Brown
Title: Attorney in Fact

Address:

ConocoPhillips Alaska, Inc.
Attention:

700 G Street

Anchorage, AK 99501
Telephone:  (907) 276-1215 (main)

(907) 265-6914 (direct)
Facsimile: (907) 263-4966

E-Mail: david.w.brown@conocophillips.com
STATE OF ALASKA )
)ss.

THIRD JUDICIAL DISTRICT )

This certifies that on 2009, before me, a notary public in and for the State of Alaska, duly
commissioned and swom, personally appeared , known to me to be the person
described in, and who executed the foregoing agreement, who then after being duly sworn according to law,
acknowledged to me under oath that he executed same freely and voluntarily for the uses and purposes therein
mentioned.

WITNESS my hand and official seal the day and year in this certificate first above writien.

NOTARY PUBLIC in and for Alaska
My Commission Expires:
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BY SIGNING BELOW, the Overriding Royalty Interest owners in the oil and gas leases
committed to the Beechey Point Unit acknowledge the terms and conditions of this Beechey

Point Unit Agreement on the dates opposite their respective signatures.

OVERRIDING ROYALTY INTEREST OWNERS

PIONEER NATURAL RESOURCES ALASKA, INC.

By: Date:
J. Patrick Foley
Title: Attorney-in-Fact

Address:
Pioneer-Natural Resources Alaska, Inc.
Attention: J. Patrick Foley
700 G Street, Suite 600
Anchorage, AK 99501
Telephone:  (907) 444-9001 (main)
(907) 343-2110 (direct)
Facsimile: (907) 969-3587

E-Mail: pat.foley@pxd.com
STATE OF ALASKA )
)ss.
THIRD JUDICIAL DISTRICT )
This certifies that on : , 2009, before me, a notary public in and for the Statc of Alaska, duly
commissioned and sworn, personally appeared , known to me to be the person whose

name is subscribed to the foregoing document, and who acknowledged to me that he signed the same freely and
voluntarily for the uses and purposes therein mentioned.

NOTARY PUBLIC in and for Alaska
My Commission Expires:
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BY SIGNING BELOW, the Overriding Royalty Interest owners in the oil and gas leases
committed to the Beechey Point Unit acknowledge the terms and conditions of this Beechey
Point Unit Agreement on the dates opposite their respective signatures.

OVERRIDING ROYALTY INTEREST OWNERS

PINGOQO OIL & GAS, LP, a Kansas Limited Partnership

By: /\J//:GJ,;/’:ZAZM Date: l‘/ -/ =01
Alffed'Tames ITL_/
Title: Managing General Partner

Address:
Pingo Oil & Gas, L.P.
Adttention:
200 W. Douglas, Suite 525
Wichita, KS 67202
Telephone:  (316) 267-7592
Facsimile: (316) LT -755 2

E-Mail: ajiii88(@hotmail.com
STATE OF KANSAS )
)ss.

COUNTY OF _SEDew i, )

This certifies that on AP @231, 1 , 2009, before me, a notary public in and for the State of Kansas, duly
commissioned and sworn, personally appeared AL Egin o=y it known to me to be the person whose
name is subscribed to the foregoing document, and who acknowledged to me that he signed the same freely and
voluntarily for the uses and purposes thercin mentioned.

NOTARY PUBLIY in and for A&ag\-a ANIAS

“deg 1ddy A - My Commission Expires: %
40 2IVLS '

TN AUVLION ;

14v8 HNYVIOP
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BY SIGNING BELOW, the Overriding Royalty Interest owners in the oil and gas leases
committed to the Beechey Point Unit acknowledge the terms and conditions of this Beechey
Point Unit Agreement on the dates opposite their respective signatures.

OVERRIDING ROYALTY INTEREST OWNERS

DAN R. GILBERTSON

By: Date:
Dan R. Gilbertson

Title:
Address:

Attention:

1102 Park Drive
Fairbanks, Alaska 99709

Telephone:  (907)
Facsimile: (907

E-Mail:
STATE OF ALASKA )
)ss.
THIRD JUDICIAL DISTRICT )
This certifies that on ) , 2009, before me, a notary public in and for the State of Alaska, duly
commissioned and swomn, personally appeared , known to me to be the person whose

name is subscribed to the foregoing document, and who acknowledged to me that he signed the same freely and
voluntarily for the uses and purposes therein mentioned.

NOTARY PUBLIC in and for Alaska
My Commission Expires:
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BY SIGNING BELOW, the Overriding Royalty Interest owners in the oil and gas leases
committed to the Beechey Point Unit acknowledge the terms and conditions of this Beechey
Point Unit Agreement on the dates opposite their respective signatures.

OVERRIDING ROVALTY INTEREST OWNERS

V. PAUL GAVORA

i

By: ) @‘Lﬁ,{vxﬁmﬁ-’z «_—TDate: 2568~ Z 7
V. Paul Gavtaﬁ

Title:
Address:
Attention:
P. O. Box 70021
Fairbanks, Alaska 99707

Telephone:  (907) Ly 2 . CC iy T
Facsimile: - (907) L2 - 75 2=

E-Mail:
STATE OF ALASKA )
)ss.
THIRD JUDICIAL DISTRICT )
e _
This certifies that on.{ pé e . = f , 2009, Béfor’ me, atf,lmlary public in and for the State of Alaska, duly
commissioned and sword, personally appeared _V- el $Fp.ereta | known to me to be the person whose

name is subscribed to the foregoing document, and who acknow]edg?:d to me that he signed the same freely and
voluntarily for the uses and purposes therein mentioned. i sy

{.7 Q ; 7 ) -
€ S ler—roy , IK .cbu_q(& &
NOTARY PUBLIC in and for Alaska
My Commission Expires;_ S ~ 27 ~/ /
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BY SIGNING BELOW, the Overriding Royalty Interest owners in the oil and gas leases
committed to the Beechey Point Unit acknowledge the terms and conditions of this Beechey
Point Unit Agreement on the dates opposite their respective signatures.

OVERRIDING ROYALTY INTEREST OWNERS

RICHARD L. WAGNER

By: Date:

Richard L. Wagner
Title:

Address:

Attention:

P. O. Box 60868
Fairbanks, Alaska 99706

Telephone:  (907)
Facsimile: (907)
E-Mail:

STATE OF ALASKA )
)ss.
THIRD JUDICIAL DISTRICT )

This certifies that on g , 2009, before me, a
commissioned and sworn, personally appeared

notary public in and for the State of Alaska, duly
, known to me to be the person whose

name is subscribed to the foregoing document, and who acknowledged to me that he signed the same freely and

voluntarily for the uses and purposes therein mentioned.

Beechey Point Unit Agreement

Approval of the Application to Form the Beechey Point Unit

NOTARY PUBLIC in and for Alaska
My Commission Expires:

Page 32

64




BY SIGNING BELOW, the Overriding Royalty Interest owners in the oil and gas leases
committed to the Beechey Point Unit acknowledge the terms and conditions of this Beechey
Point Unit Agreement on the dates opposite their respective signatures.

OVERRIDING ROYALTY INTEREST OWNERS

KRISTIN JANELLE JAYLENE WAGNER

By: Date:
Kristin Janelle Jaylene Wagner

Title:
Address:

Attention:
2001 Cowles St., Apt. 5
Fairbanks, Alaska 99701

Telephone:  (907)
Facsimile: (907)
E-Mail:

STATE OF ALASKA )
)ss.
THIRD JUDICIAL DISTRICT )

This cerlifies that on 2009, before me, a notary public in and for the State of Alaska, duly
commissioned and sworn, personally appeared , known to me to be the person whose
name is subscribed to the foregoing document, and who acknowledged to me that he signed the same freely and
voluntarily for the uses and purposes therein mentioned.

NOTARY PUBLIC in and for Alaska
My Commission Expires:
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BY SIGNING BELOW, the Overriding Royalty Interest owners in the oil and gas leases
committed to the Beechey Point Unit acknowledge the terms and conditions of this Beechey
Point Unit Agreement on the dates opposite their respective signatures.

OVERRIDING ROYALTY INTEREST OWNERS

J. ANDR?{HNER
By: ‘Jﬁ@%’"’ﬁ‘—’ Date;o/é[w’j—:— O?

. Andrew Bachner

Title
Address:

Attention:
P.O. Box 82130
Fairbanks, Alaska 99708
Telephone:  (907) 451-4440
Facsimile: (907) 456-2531

E-Mail: chenabachner@ak.net
STATE OF ALASKA )
)ss.

THIRD JUDICIAL DISTRICT )
This certifies that on ) , 2009, before me, a notary public in and for the State of Alaska, duly

commissioned and sworn, personally appeared .j . ﬂr\d,"\g ﬂ:\ﬁrhy_ﬂf known to me to be the person whose
name is subscribed to the foregoing document, and who acknowledged to me that he signed the same freely and

voluntarily for the uses and purposes therein mentioned.
d for Alas
My Commission Expires: L\

2 mac--ﬁw?-ﬂWA—mﬁﬂm-mgﬁ
“‘ WRARAREY o |
tiotary Publlc, State 01 Al0S
Commission # 111985
iy Commission Explres
November 10, 2012

BT ; o

A
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BY SIGNING BELOW, the Overriding Royalty Interest owners in the oil and gas leases
committed to the Beechey Point Unit acknowledge the terms and conditions of this Beechey
Point Unit Agreement on the dates opposite their respective signatures.

OVERRIDING ROYALTY INTEREST OWNERS

KEITH C. FORSGREN

//ﬂf,&ﬂ)/ @A’.’Wﬁv\- Date: = /227 /0 7

Keith C. Forsgren

Title:
Address:

Attention:
P. O. Box 870529
Wasilla, AK 99687
Telephone:  (907) 373-6054
Facsimile: (907)

E-Mail: keith.forsgren@gmail.com
STATE OF ALASKA )
}ss.

THIRD JUDICIAL DISTRICT )
This certifies that on M OO~ 971, 2009, before me, a notary public in and for the State of Alaska, duly

commissioned and sworn, personally appeared Y@V ) {e i, known to me to be the person whose
name is subscribed to the foregoing document, and who 1ckn0w1edged to me that he signed the same freely and

voluntarily for the uses and purposes therein mentioned.
LY. quce. Rodoed

NOTARY PUBLIC in and for Alask{{

OFFICIAL SEAL

Adrienne Badger My Commission Expires: Q‘_)j 20V
i Notary Public-State of Aleska
" My Comm, Expies 0211472012
Beechey Point Unit Agreement Page 35

Approval of the Application to Form the Beechey Point Unit

67




BY SIGNING BELOW, the Overriding Royalty Interest owners in the oil and gas leases
committed to the Beechey Point Unit acknowledge the terms and conditions of this Beechey
Point Unit Agreement on the dates opposite their respective signatures.

OVERRIDING ROYALTY INTEREST OWNERS

DAVID G. FEDDERSEN

By:

avid G. Feddersen

Title:
Address:

Attention:
P. O. Box 10027
Fairbanks, AK 99710
Telephone:  (907) Z74-H(5 q
Facsimile: (907) Y52-Bl1O0PA

E-Mail: zim698@starband.net
STATE OF ALASKA )
)ss.

THIRD JUDICIAL DISTRICT )
This certifies that on v \4 , 2009, before me, a notary public in and for the State of Alaska, duly

commissioned and sworn, personally appeared YIUOAY ¥\, known to me to be the person whose
name is subscribed to the foregoing document, and who acknowledged to me that he signed the same freely and

voluntarily for the uses and purposes therein mentioned.
!
LIC in and for A]askg}

My Commissiun Expires:__{\,

MAYA RAINEY
Notary Public, State of Alaska
Commisslon # 111966
iy Commilselon Expirec
Movember 10, 2012
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BY SIGNING BELOW, the Overriding Royalty Interest owners in the oil and gas leases
committed to the Beechey Point Unit acknowledge the terms and conditions of this Beechey
Point Unit Agreement on the dates opposite their respective signatures.

OVERRIDING ROYALTY INTEREST OWNERS

AVCG, LLC

/%f//;/i/"/—\@ate %j/ 7
Edga‘?)‘ﬁnne
Title: Managing Partner

Address:

AVCG, LLC
Attenfion: C. Edgar Dunne

510 L Street, Suite 601

Anchorage, AK 99501
Telephone:  (907) 339-9965 (main)

(907) 865-5841 (direct)
Facsimile: (907) 339-9961

E-Mail: edunne@brooksrangepetro.corm
STATE OF KANSAS )

)ss.
COUNTY OF SEDGWICK )
This certifies that on I { O, 2009, before me, a_notary public in and for the State of Kansas, duly
commissioned and swom, petsomlly appeared (. E'd.? Gr Dunné  known to me to be the person whose
name is subscribed to the foregoing document, and who acknowledged to me that he signed the same freely and

U0|u11till‘l|}‘ '0] tlle uses alld JU]]JOSES thfﬂe]n ”lElltlUﬂed
1 a Mli:@lﬁj

My Commission Exptres /‘l" Zop

. e i
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BY SIGNING BELOW, the Overriding Royalty Interest owners in the oil and gas leases
committed to the Beechey Point Unit acknowledge the terms and conditions of this Beechey

Point Unit Agreement on the dates opposite their respective signatures.

OVERRIDING ROYALTY INTEREST OWNERS

TRISH WAGNER KELLY

By: Date:
Trish Wagner Kelly

Title:
Address:

Attention:

P. O. Box 60868
Fairbanks, Alaska 99706

Telephone:  (907)
Facsimile: (907)
E-Mail:

STATE OF ALASKA )
Jss.
THIRD JUDICIAL DISTRICT )

This certifies that on , 2009, before me, a notary public in and for the State of Alaska, duly
commissioned and sworn, personally appeared , known to me to be the person whose
name is subscribed to the foregoing document, and who acknowledged to me that he signed the same freely and

voluntarily for the uses and purposes thercin mentioned.

NOTARY PUBLIC in and for Alaska
My Commission Expires:
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BY SIGNING BELOW, the Overriding Royalty Interest owners in the oil and gas leases
committed to the Beechey Point Unit acknowledge the terms and conditions of this Beechey
Point Unit Agreement on the dates opposite their respective signatures.

OVERRIDING ROYALTY INTEREST OWNERS

DEBORAH A. LEE

By: Date:
Deborah A. Lee

Title:
Address:

Attention:
P. O. Box 60868
Fairbanks, Alaska 99706

Telephone:  (907)
Facsimile: (907)
E-Mail:

STATE OF ALASKA )
)ss.
THIRD JUDICIAL DISTRICT )

This certifies that on 2009, before me, a notary public in and for the State of Alaska, duly
comimissioned and sworn, personally appcared , known to me to be the person whose
name is subscribed to the foregoing document, and who acknowledged to me that he signed the same freely and
voluntarily for the uses and purposes therein mentioned.

NOTARY PUBLIC in and for Alaska
My Commiission Expires:
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WORKING INTERST OWNER
(after payout of North Shore #1 reservoir)

BOW VALLEY ALASKA CORPORATION

. o
By: %‘M«Q‘,@ Date: 2"“4’@/‘?]&" C’?

C. W. LeighCa}sidy
Title: Presiden

Address:

BOW VALLEY ALASKA CORPORATION
Attention: C. W. Leigh Cassidy

Suite 1200, 333 7th Avenue S.W.

Calgary, Alberta T2P 2Z1, Canada
Telephone:  (403) 232-0292
Facsimile: (403) 232-8920

E-Mail: lcassidy@bvenergy.com
fRovoicE oF ALBERTA

)ss.
BT EASTRICT )

frovince of Alberfe,

This certifies that on _Aqsirid o), 2009, before me, a notary public in and for the-State—ef-dasls, duly
commissioned and sworn, personally appeared éﬁégh C'ms:’.f é,'# , known to me to be the person
described in, and who executed the foregoing agreement, who thén after being duly sworn according fo law,

acknowledged to me under cath that he executed same freely and voluntarily for the uscs and purposes therein
mentioned. ‘

WITNESS my hand and official seal the day and year in this certificate first above written.

1 T st
NOTARY PUBLIC in and for Adaske- 4 lber b
My Cominission Expires:_ —

SCOTT NEGRAIFE
Barrister & Solicltor
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