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PLAN FOR UNIT,OPERATION

. GOVERNING THE UNITIZED MANAGEMENT
oP ‘ . )
‘ DALY UNIT NO. 1
PART 1
INTERPRETATION

References to 1.01 This Plan shall be construed with reference to "The

terms and expres-

sions Interpretation Act" and the terms and interpretation
of "The Mines Act" and regulations thereunder.

Definitions 1,02 In this Plan unless the context otherwise requires:

"Accounting (a) “Accounting Procedure" means the rules, provisions

Procedure"
and conditions set forth in Part: XXVI hereof;

“Common Account" (b) "Common Account" means .the account set up and
maintained by Unit Operator on behalf of the
Working Interest Owners as provided.in Part VIII
hereof;

“Conservation (c) "Conservation Board”" or-"Board" means the 0il and

Board"

Natural Gas Conservation Board;

“Effective Date" (d) “Effective Date" means the hour of seven o'clock
in the forenoon, Central Standard Time, on the
first day of ' ~__A.D., 197_;

“Gas" (e) "Gas*" means natural gas both before and after it
has been subjected to any processing and includes
all fluid hydrocarbons not defined as 0il;

“Investment (f) “Investment Account" means the account set up and

Account"

maintained by Unit Operator on behalf of the Work-

ing Interest Owners as provided in Part X hereof;



YLeases"

"01 'I "

| “0perat1na
‘Commi ttee

"OQutside
Substances"

- "Participating

“Interest”

"Rayalty Owner"

(g)

"Leases" means severally and .collectively the
petroleum and natural gas leases, petroleum

leases, natural gas leases, subleases, agreements

- to grant 2 lease and any other agreements whether

(h)

(3)

(k)

(1)

similar or dissimilar to. the. foregoing covering

the lands described in Part XXII hereof;

"011* means crude ofl and all other hydrocarbons

regardless of gravity, that are or can be recovered
in liquid form from a pool. through a well by
ordinary production methods;

“Operating Committee" means the committee created
pursuant to Part V hereof;

"Outside Substances" means all substances obtained

from any sources other than the Unitized Strata

for injection into.the Unitized Strata;
"Participating Interest" means with respect to

each Working Interest Owner the sum of the pro-

“ducts obtained by multiplying its respective

working interest in each Tract by the respective
Tract Participation of each such Tract;
"Royalty Owner" means a person, other than a

Working Interest Owner, who has any interest in a

right to receive a portion of the Unitized Sub-

.- stances: or:- a portion of the proceeds. from the sale

thereof, including a reversionary interest, a

royalty interest reserved to the lessors named in

_any lease, and -any overriding royalty interest, or

an interest in a payment under, or encumbrance on,



"Salt Water
Disposal Well"

“Spacing Unit"

*Tract"
"Tract Part-

icipation"

"Unit Area"

“Unit Facilities”

(m)

(n)

(o)

(p)

(q)

{r)

a Lease .that does not carry with it the right to
search for or produce the Unitized Substances;
“Salt Water Disposal Well" means those wells

drilled for the purpose of, or converted.to, salt

.. water disposal;

"Spacing Unit" means the area allocated by any

~ governmental body having jurisdiction with respect

“thereto for each well drilled for the purpose of

producing 011 and Gas from the Unitized Strata;
*Tract" means each parcel-of land described as
such and given a Tract number in Part XXII hereof;
"Tract Participation® means the percentage set
forth for each Tract in Part XXIV hereof;

"Unit Area" means and comprises the lands set

forth and described in Part XXII hereof and in-

“cluded within the boundaries of the solid black

outline on the map shown in Part XXIII hereof,
insofar as these lands relate to the Unitized
Strata, excepting, however, those lands, if any,
shown cross-hatched in Part XXIII hereof;

"Unit Facilities" means all tangible property of
every kind, nature and description (excepting
Unitized Substances, Unit Operated Wells, rental
equipment and Unit Operator's exclusively owned
equipment) in the possession of Unit Operator
hereunder acquired from a Working. Interest Owner
pursuant to the provisions -of Part X hereof,

together'wifh all facilities and equipment pur-

-3-



"Unit Onerated
Wells"

"Unit Operator’

"Unitized Strata”

(s)

(t)

(u)

chased, constructed or acquired by Unit Operator

pursuant hereto;

"Unit Operated Wells" means all wells (including
wells drilled for the pnroduction of Unitized Sub-
stances, wells drilled for the purnose of water
disnosal and wells drilled for the purpose of pres«
sure maintenance operations or secondary recovery
operations) in the possession of Unit QOperator
hereunder, whether acquired from a Working Interest
Owner or drilled by Unit Operator pursuant to the
terms hereof, but excluding Unit Facilities in and
on the said wells;

"Unit Operator" means the person appointed to

manage and conduct the operations hereunder who
shall be a Workina Interest Owner unless the
Operating Committee unanimously otherwise agrees;
"Unitized Strata" means the Lodgepole formation,
{Souris Valley heds) of the Mississippian age under-
lying the lands described in Part XXII hereof, as
same as are shown on the electrical log of Rundle
Cruickshank Daly #14-4-10-28 in Legal Subdivision
Fourteen (14), of Section Four (4), Township Ten (10),
Range Twenty-Eight (28), West of the First (lst)
Meridian in the Province of Manitoba between the
interval 2386 feet and 2696 feet as measured from the
Kelly bushing. The Souris Valley beds consists of

submembers sometimes known as the Upper Daly, Middle



Daly (First Crinoidal), Lower Daly (Main Crinoidal)
Cruickshank Shale facies, Cruickshank Crinoidal facies,
Cromer Shale facies and Basal Limestone facies.
"Unitized (v) ‘“Unitized Substances” means the 011 and Gas that
Substnaces"
are within or are oroduced from the Unitized Strata;
"Well" (w) "Well" means any well within the Unit Area which
has been drilled to the Virden Souris Valley Beds
of the Lodgepole Formation of the Mississippian Age
for the production of 0il and Gas which at some time
since being drilled has produced a minimum of one (1)
barrel of 0il per day for at least one month's
duration;
“working Interest (x) “Working Interest Owner® means a person who has the
Quners right, in whole or in part, to search for and oroduce
and to appropriate the Unitized Substances, either
for himself or for others having an interest therein,

or for both, whether such right is derived from own-

ership in fee simple or from a lease.

PART 11
UNIT OPERATION

Unit Name 2.01 The name of the Unit shall be “Daly Unit No. 1"
(hereinafter sometimes call the "Unit").

Ooerqtion as 2 02 On and after the Effective date, the respective

A tntt interests of the Working Interest Owners and Royalty
Owners, in and to the Unit Area, the Unitized Strata
and the Unitized Substances, shall be unitized for the

purpose of carrying out in the Unit Area and the



Effect of Unit
Operation

Amendment of
Leases

Continuation
of Leases

2.03

(a)

(b)

Unitized Strata any and all operations which may at
any time and from time to time be deemed necessary

or advisable by the Operating Committee for the pur-
pose of preventing waste, obtaining ultimately the
greatest possible recovery of the Unitized Substances
and accomplishing the more efficient and more econom-
jcal development and production of the Unitized Sub-
stances under prudent and proper. operations and prac-
tices to the end that all operations for drilling and
producing and all other operations in the Unitized
Strata may be conducted without regard to the separate

Leases or boundary lines of .separate Tracts within

_the Unit Area and as though the Unitized Strata were

covered by a single Lease subject to all the terms

.and conditions hereof.

Without 1imiting its general effect, the unitiz-
ation shall have the following specific effects:
On and after the Effective Date, the terms and
provisions of the Leases are hereby amended to
the extent necessary to make them conform to the
terms and proviSions-hereof and, the Leases as
amended, shall continue in full force and effect.

Any operations conducted with respect to the

_ Unitized Strata, or production of Unitized

Substances shall, except for the purposes of
determining payments to Royalty Owners, be con-
sidered as operations upon or production from
each Tract and such operations .or production shall
operate to continue in force and effect each Lease

-6 -



as if such operations had been conducted and a
Well had been drilied on and was producing from
each SpacingrUnit-or‘portion~thereof-covered by

- each Lease.

_Authority for 2.04 The Working Interest Owners are hereby collect-

Operations
jvely authorized to develop and operate the
Unitized Strata without regard to the separate
Leases or the boundary lines of separate Tracts
within the Unit Area, and to drill, use and pro-
duce such wells as the Operating Committee deems
advantageous to. operations on or production from
the Unitized Strata, to abanden such wells as
they deem unnecessary and in general to do all
other things that the Operating Committee deems
advisable for the purpose of accomplishing the
most efficient and most economical deveiopment
and operation of the Unitized Strata. Without
Jimiting the generality of the foregoing, the
Working Interest Qwners are hereby authorized to
inject 011, Gas, water, or other substances, or
any combination of them into the Unitized Strata
and from time to time to convert and use as in-
jection wells any well now drilled or hereafter

drilled into the Unitized Strata.

Royalty Owners 2.05 Nothing contained in this Plan shall be construed
Not Obliged to

Pay Unitization as imposing upon any Royalty Owner any obligation
Costs etc.

to pay for any of the expenses of the unitization
herein provided for or for any of the costs and
expenses incurred in operations hereunder unless

-7 -



Determination
of Tract
Participation

such Royalty Owner is obligated to pay for the

same by the terms of any Lease.

PART I1I
TRACT PARTICIPATION

3.01 The Tract Participation of each Tract is shown in

(a)

(b)

part XXIV hereof and was determined with respect to
all Tracts by the following factors;

A current production factor;

such factor is the percentage calculated by dividing
the 1969 oil production of such tract by the oil
production for all tracts during the same interval
and myltiplying by forty one hundredths (40/100)

and;

An average monthly oil production factor penalized
for water production, such a factor is arrived at by:
(i) determining average monthly 011 production of
the Tract by dividing its cumulative 0il production
to December 31,:1969 by the number of calendar months
since the Well on such Tract first went on production,
provided that the first calendar month shall not be
counted as such unless the 0i1 production from the
well on any such Tract for that calendar month was
greater than one-half (1/2) of the 0i1 production
from such well for the next succeeding month;

(ii) Calculating a fractional water cut for the
Tract by dividing the water production for the in-

terval set out in paragraoh (a) hereof by the sum



Allocation
- to Tracts

of its water and oil production for the same period;
PROVIDED THAT, with respect to these tracts which

did not produce during the interva? referred to, the
fractional water cut.shall be calculated by dividing
the water production for each.such Tract during the
consecutive twelve month period that ends with the last
recorded production by the sum of such Tracts water

and oil. production for the same period;

(ii1) Multiplying the average monthly 0il production

for the tract obtained in (i) by the fraction one
minus the water cut appropriate to the Tract as
determined in (4i);

(iv) Dividing the product obtained in (iii) for
the Tract by the sum of all the products obtained in
(1i1) for all the Tracts and multiplying by sixty-
one hundredths (60/100).

3.02 The total of the Tract Participations for all Tracts

3.03

4.01

shall at all times equal one hundred (100%) percent.
This Part I11I is explanatory and the Tract Participa-
tions shown in Part XXIV shall be deemed to be

correctly made in accordance with this Part III.

PART IV
ALLOCATION OF PRODUCTION

All Unitized Substances produced and saved shall



Delivery of
Unitized
Substances
in Kind

Distribution
Within Tracts

4,02

4.03

- be apportioned among and allocated to the several

Tracts in accordance with their respective Tract
Participations. The amount of Unitized Substances
so allocated to each Tract, and only that amount,
regardless of whether it be more or less than the
amount of the actual production of Unitized Sub-
stances from the Well or Wells, if any, on such
Tract, shall for all intents, uses and purposes,
be deemed to have been produced from such Tract.
The Working Interest. Owners entitled to the Unit-
jzed Substances allocated to each Tract shall have

the right to take such Unitized Substances in kind.

- Such Working Interest Owners shall have the right

to construct, maintain and operate within the Unit

Area all necessary facilities for taking production

‘in kind provided the same are so constructed, main-

tained and operated as not to interfere with unit

operations. Any extra expenditures incurred by

‘Unit Operator by reason of the delivery in kind of

any portion of the Unitized Substances shall be
borne by the Working Interest Owner receiving the

same,

The Unitized Substances allocated to each Tract

shall be distributed by the Working Interest Owners
of such Tract among, or accounted for, to the per-
sons entitled to share in the production from such
Tract in the manner provided for in the Lease
covering such Tract. The Royalty Owners shail
accept royalty calculated on the allocated pro-

- 10 -



Failure to
Take in Kind

4.04

“duction in full settlement, satisfaction and dis-

‘charge of the obligation of any Working Interest

Owner to make royalty payments on Unitized Sub-
stances under their respective Leases.

To the extent that any Working Interest Owner
entitled to take and receive in kind any portion
of the Unitized Substances shall fail to take or
otherwise adequately dispose.of the same currently

as and when produced, then so long as such con-

_ ditions.continue, Unit Operator, as agent and for

the account and at the expense of such Working

Interest Owner may, and upon the:instructions of

“the Operating Committee shall, in order to avoid

curtailing the operation of the Unitized Strata,

dispose of such production and the account of such

NorkingAInterest Owner shall be credited therewith
as having received the same. The proceeds of the
sale of the Unitized Substances so disposed of by
Unit Operator shall be paid to the Working Interest
Owner entitled thereto. The authority of the Unit
Operator to enter into contracts for the sale of
such production shall be limited to contracts that
are limited in time to the minimum needs of the
industry and in any event not exceeding one (1)
year. Any Working Interest. Owner not taking in
kind may revoke at will Unit Operator's authority
hereunder by notice in writing to Unit Operator and
by taking in kind all of its share of production
not previously contracted for saie.

-1 -



Over Production

4.05
(a).

(b)

A proper and timely gauge shall be made of all tanks
delivered to Unit Operator to ascertain the amount
of 011 in such tanks as. of the Effective Date. If
any wells producing into such tanks. have made more
than their cumulative production allowable as set
by the Conservation Board, the amount of such over-
production of 0il1 then in such tanks which has been

produced from the Souris Valley Beds members of the

" Lodgepole Formation of the Mississippian Age shall

be deemed to be Unitized Substances. Except as
aforesaid the 011 in such tanks shall remain and

be at the risk of and be the property of the Working

Interest Owner owning the same prior to the Effective

Date, .and upon request shall be delivered in kind to
such Working Interest Owner, or, in the absence of
such request, shall be sold by Unit Operator for

the credit of and on behalf of such Working Interest
Owner at not less than the prevailing wellhead price,
and the proceeds thereof shall be paid by the pur-

‘chaser directly to such Working Interest Qwner.

If any production in excess of the cumulative
production allowable of any Tract as of the Effective
Date was sold prior to.the Effective Date, the Unit
Operator during the month or months next fol-

lowing the Effective Date shall withhold from

the Unitized Substances which, except for the

provisions of this subparagraph, would have been

- 12 -



qua]iy on Qut-
side Substances

Use of Unitized
Substances

(c)

4.06

4.07

allocated to a Tract or Tracts from which the
011 sold was produced:in excess of the cumulative
production allowable, an amount equal to such
excess production on the Effective Date, and the

amount or amounts so withheld shall be reallocated

“to all of the Tracts in proportion to their respect-

ive Tract Participations. Such withholding and re-

allocation shall be continued unti) the full amount

of any such excess production in respect to any

. Tract or Tracts has been withheld and reallocated,

No allowance shall be made to any interested person

for. any under-production of Qi} from its Wells prior

. to. the: Effective Date.

1f any Outside Substance is injected into the Unit-
ized Strata, any like substance contained in Unit-
ized Substances subsequently produced and sold or
used for other than operatfons hereunder, shall be
deemed to be an Qutside Substance until the volume
of such Qutside Substance injected into: the Unitized
Strata is recovered. MNo payments shall be due or
payable to Royalty Owners:on any substance which {s
deemed to be.an: Qutside Substance.

The Working Interest Owners may use as much of the
Unitized Substances (excluding 0i1) as they deem
necessary for the operation -and development of the
Unitized Strata, including, but not 1imited to,
their injection into the Unitized Strata and in the

~ operation.of any plant or plants handling Unitized

Substances. No royalty or other payment shall be
- 13 -



Operating
Committee

Representatives
on the Operating
Committee

~Organization
Meeting of the
Operating

- Committee

5.01

5.02

5.03
(a)

- payable in respect thereto. or-in respect to Unitized

Substances unavoidably lost.. Such Unitized Substances
so used, injected or lost-shall be excluded in alloc-
ating production.

PART V

There 1s‘hereby.created an Operating Committee which
shall be composed of one representative of each Work-
ing Interest Owner designated as hereinafter provided,
Each Working Interest Owner shall, at least ten (10)
days prior to the Effective Date, designate by notice
in writing to the Chairman of the Conservation Board
the name and address of {ts: representative on the
Operating Committee and shall further designate an
alternate representative, or alternate representatives
on. the Operating Committee who, in the absence of the
designated representative, shall have the rights and
powers of such representative. In the event any Work-

ing Interest Owner fails to designate a representative

. on the Operating Committee as aforesaid the Chairman

of the Conservation Board shall designate the Working
Interest Owner himself as such representative or in
the case of a Working Interest Owner that is not a

natural person shall designate any member or officer

- of such Working Interest Qwner as such representative.

The Chairman of the Conservation Board shall, at least
five (5) days prior to the Effective Date, select the
representative of a Working Interest Owner to act as

- 14 -



Change of
Representative

Voting Interest

(b)

A{c) .

5.04

9.05

chatrman pro tem of the:organjzation meeting of the
Operating Committee and shall forthwith forward the
name and address of each Werking: Interest Owner's re-
presentative, or alternate representative, or alter-
nate representatives, to the person so selected.

The Chairman pro tem of“the'Operating Committee shall
call and hold an organizatton meeting of the Operating

Committee prior to the Effective Date.

. The Operating Committee, at such organization meeting

shall appoint the Unit Operator, and the chairman pro
tem of such organization meeting shall promptly notify
the Chairman of the Conservation Board of such appoint-
ment and thereafter the representative of Unit Operator
shall act as Chairman: of each meeting of the Operating
Committee without in any manner restricting or limiting
his rights to represent Unit Operator as a Working
Interest Owner,

Each Working Interest Owner may change its designated
representative, or.designated alternate representative,
or alternate representatives, by notice in writing to
the Chairman of the Operating Committee and the Chair-
man of the Conservation Board. Nothing herein shall
preclude two {2) or more Working Interest Owners from

designating one (1) member on the Operating Committee

to represent them and to vote and act for them thereon

and such member shall, if so required by his principals
cast his vote for each principal separately.

Each member of the QOperating Committee, in voting on
all matters coming before the Operating Committee,

- 15 -



Meetings

Voting by
Telegram, etc,

Polls

5.06

5.07

5.08

shall have a voting interest equal to the Participat-

ing Interest of the Working Interest Owner represented.

The Operating Committee shall meet on the call of

Unit Operator, or at-the request of a representative

of any:Working Interest Owner. Unit Operator shall

.notify all members of the Operating Committee in

meeting of the time and place. of .the propesed meeting,
and of the specific matters affecting-unit operations
which will be presented, discussed and voted upon at

such meeting, and no other matters shall be voted

‘upon at such meeting unless each Working Interest

Owner is represented thereat and agrees that such
further matters may be voted upon,

Any member of the QOperating Committee not represented

at any particular meeting may vote, by letter or

telegram addressed to and received by the Unit Operator
prior to the hour fixed for the meeting, on any
question presented thereat of which it has been
notified. Members so voting shall be considered
present as regards such matters on which they so

vote, but not for other purposes.

Any question within the province of the Operating
Committee to decide may be determined in the absence

of a formal meeting by a poll of all of the individ-
ual representatives. If such poll 1s taken it shall

be conducted by the Unit Operator, either by letter

- 16 -



Minutes of
Proceedings

Voting

9.09

or telegram, and he shall keep a written record

of the results and report the results thereof to

the Working Interest Owners within a reasonable time,
either by notice.in writing to each of them, or by
report to them at the next meeting. The voting in-
terests necessary to act upon and determine matters
or questions submitted by letter or telegram shall

be the same as otherwise herein provided for. Such
vote shall be made within not less than fifteen {15}
days of the giving of such.notice; PROVIDED, THAT,
any failure to vote within the stipulated time, shall
be considered as an affirmative vote.

Unit Operator shall keep minutes of the proceedings
of each meeting of the Operating Committee and a copy
thereof shall be forwarded to each member thereof,

Such minutes need not be a verbatim record of all the

proceedings, but shall show: the names of the represen-

tatives present at the meeting, all motions and
resolutions offered or acted upon, together with the
results of such action and such other formal action
as .may be taken by the Qperating Committee, and shall
include a record of all matters voted on by letter or

telegram ballot since. the date of the last meeting.

PART VI

POWERS AND DUTIES OF
THE GPERATING COMMITTEE

6.01 The Norking‘lnterest Owners acting through the Oper-

ating Coomittee and Unit Operator shall carry out the
purposes of this Plan and shall determine and decide

-17 -



all matters by concurring vote of members of the
Operating Committee representing at least two (2)
Working Interest Owners owning at least seventy-
five (75%). percent of the Participating Interests
- and such vote shall be binding on all Working
Interest Owners; PROVIDED, HOWEVER, that any ab-
_ stention or other failure to vote shall be con-
sidered as an affirmative vote.

Quorum 6.02 At any meeting of the Operating Committee a quorum
shall consist of the representatives personally pre-
sent of not less than two (2) of the Working
Interest Owners having, 'in- the aggregate, seventy-
five (75%) percent or more of. the total Partici-

pating Interest.

Rights Granted 6.03 Al1 rights, powers, privileges and duties here-
the Qperating
Committee under not specifically delegated to ¥nit Operator

or reserved to the individual Werking Interest

- Owners are hereby granted. collectively to the
Operating Committee. Without limiting the gen-
erality of the foregoing, the following rights
and powers are granted to-the Operating

Committee:

- 18 -



(a)

(b)

(c)

(d)

(e)

(f)

To instruct Unit Operator concerning all unit oper-
ations-for -the production of Unitized Substances;

To approve or disapprove the drilling of additional
wells to the Unitized Strata either for the produc-
tion of water, Unitized Substances or for injection
purposes;

Subject to the rights of Unit Operator pursuant to
Section 7.04 hereof, to approve or disapprove in
whole or in part each and every estimate and item of
expenditures submitted by Unit Operator, except those
that were included in a previous approved budget;

To appoint an Audit Committee to represent all Work-
ing Interest Owners, to arrange proper annual audits
of the accounts of Unit Operator with respect to the
operation and development of the Unit Area, approve
or-disapprove the same and make available to the
Working Interest Owners the results of such audit;
Te fill any vacancy occurring in the position of Unit
Operator; PROVIDED, THAT, no Unit Operator shall vote
to succeed itself in the position of Unit Qperator;
To represent, or determine who shall represent, the
Working Interest Owners before any governmental body

having jurisdiction with respect to matters pertain-

“ing to unit operations; PROVIDED, HOWEVER, that this

shall never be construed as authorization to speak
on behalf of any Working Interest Owner dissenting
from the views to be expressed or to prevent any
Working Interest Owner from presenting its own view
on such matters;

- 19 -



(g9) To appoint and grant powers to such committees as
they may deem proper and requisite;

‘(h) To approve an annual budget as in Section 8.04
hereof provided;

(i) To approve the method of disposal of surplus Major
Material;

(j) To amend Part XXVI hereof from time to time whether
in whole or in part; PROVIDED, THAT, no amendment
increasing the charges to be made by Unit Operator
under Section 26.07 (k) hereof shall become effec-
‘tive until the approval of the Conservation Board to

such increase in.charges has been gbtained.

PART VII
POWERS AND DUTIES OF UNIT OPERATOR AND
e am e

. Powers and 7.01 Unit Operator shall, subject to the provisions here-
Duttes of and orders given or imposed by the Operating Com-
mittee as herein provided;
(a) Have exclusive charge, management and control of
the development, operation and production of the
Unitized Strata, and shall have the right and duty
to conduct all operations in connection therewith
including, but not limited to the following: the
dritling, operating, maintaining, repairing, sus-
pension and abandonment of all Unit Operated Wells
whether for production, injection or water supply,
including wells drilled after the date hereof and

wells taken over under the provisions. hereof; and

the 1nsta]1at16n, construction and operation of

- 20 -



Hiring of
Employees

(b)

{c)

(d)

(e)

7.02

Unit Facilities of whatsoever character necessary

or convenient for the conduct of operations hereunder;
Conduct operations in a good and workmanlike manner
and in the absence of specific instructions from the
Operating Committee shall have the right and duty to
act in accordance with what a prudent operator would
do under the same or similar circumstances;

Keep true and correct books, accounts and records of
its operations hereunder, and shall furnish to each
Working Interest Owner, on or before the fifteenth
(15th) day of each month, a statement of the amount
of production from the Unitized Strata, sales and
jnventory during the preceding calendar monthg

Keep the lands and leases used in connection with
unit operations free from liens and encumbrances
occasioned by its operations, excepting the lien of
Unit Operator granted hereunder and excepting liens
in connection with -which there is a bona fide dispute;
Freely consult with the Operating Committee and keep
it advised of all matters arising in connection with
unit operations, which Unit Operator, in the exer-
cise of its best judgment, considers important. Unit
Operator shall furnish to the members of the Operat-
ing Committee such reports in connection with unit
operations as the Operating Committee may direct.
Unit Operator shall fix the number of, hire and
dismiss and pay and supervise all employees required

for the operations hereunder and shall determine the
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Letting of
Contracts

Unit

- Operator's
Authority for
Expenditures

Unit

(perator to
Have Rights

of Working
Interest Owner

7.03

7.04

7.05

hours of labour_and compensation to be paid to such
employees. Such employees shall be the employees
solely of Unit Operator.

Unit Operator shall let all contracts for the drill-

ing, reworking, deepening, plugging back of, or
other operations in connection with any Unit Operated
Well on .a competitive basis at the usual rates and
terms prevailing in the area; PROVIDED, HOWEVER,
that Unit Operator shall have the right to use its
own equipment in carrying out such drilling, re-
working, deepening, plugging back of, or other
operations in connection with any Unit Operated Well;
In addition to any expenditures which Unit Operator
is specifically authorized to make, Unit Operator is
authorized to make an expenditure not in excess of
Five Thousand ($5,000.00) Dollars in respect to any
single undertaking without the approval of the
Operating Committee. Unit Operator, may, without
approval of the Operating Committee, take such
action and make such expenditures for the Common
Account as it may deem necessary in order to protect
life or property. Within ten (10) days after taking
any such action or making such expenditures, Unit
Operator shall advise the Operating Committee of
such action and expenditures.

Unit Operator shall continue to have all the rights,
duties and 1iabjlities of a Working Interest Owner
in additfon to its rights, duties and liabilities

as Unit Operator as long as it continues to own a
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Change of
Operator

Release from
Duties

Surrender of
Operating
Rights

7.06
(a)

(b). -

{c)

7.07

7.08

working interest in the Unit Area.
Unit Operator:

- Shall forthwith cease to act as Unit Operator in the

event it should become bankrupt or insolvent, or
make any general assignment for the benefit of
creditors;

May be removed as Unit Operator by an affirmative
vote of members of the Operating Committee repre-
senting Working Interest Owners, other than Unit
Operator, who own at least eighty-five (85%) percent
of the remaining Participating Interests;

May resign at any time upon one hundred and eighty
(180) days' written notice to the QOperating Commit-
tee and to the Board.

In the event of a removal or resignation of Unit
Operator pursuant to paragraphs (b) or (c) of
Section 7.06, Unit Operator shall be released from
its dutjes and obligations hereunder at the hour
of seven o'clock in the forenoon, Central Standard
Time on the first day of the calendar month
following the expiration of one hundred and eighty
(180) days from the date of delivery of notice of

- such removal or resignation, or such earlier date

as a successor Unit Operator shall have been
designated by the QOperating Committee, and shall
have assumed the duties of Unit Operator.

At the effective time of the release from its
duties of any Unit Operator, or upon the selection
of a successor Unit Operator, the preceding Unit
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Selection of
Successor Unit
Operator

Audit

7.09

7.10

Operator shall surrender possession of, and delivery

.to, the successor Unit Operator the exclusive charge,

management and control of the development, operation
and production of the Unitized Strata and all Unit
Operated Wells, Unit Facilities, common funds in the
possession of Unit Operator and all production, if
any, which has not theretofore been delivered in
kind, or sold, copies of all pertinent books of
account and records of the unit operations and all
documents, agreements and other papers relating
thereto. Upon the transfer and delivery thereof,
the preceding Unit Operator shall be released and
discharged from and the successor Unit Operator
shall assume all duties and obligations of Unit
Operator hereunder except the unsatisfied duties
and obligations of the preceding Unit Operator
accrued prior to the effective time of the change
of Unit Operator and for which the preceding Unit
Operator shall, notwithstanding its release or
discharge, continue to remain liable.
Forthwith upon the removal or resignation of Unit
Operator, or at any time when there is no Unit Opera-
tor, the Operating Committee shall select a succes-
sor Unit Operator to take office contemporaneously
with the effective time of the release from its
duties of Unit Operator.
The Operating Committee shall cause an audit of
the accounts of the preceding Unit Operator with res-
pect to the operation and development of the Unit
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Common Account

Charges to
Common Account

- Unit Operator
to Make Initial
Payment

Area .to .be made forthwith to the effective time
of the appointment of a successor Unit Operator.

PART VIIT

EXPENDITURES AND LIABILITIES

8.0

8.02

8.03

Unit Operator shall set up a Common Account on behalf
of the Working Interest Owners for all costs and ex-

penses incurred by it and all monies received by it in

“connection with the development and operation of the

Unit and all of the said costs and expenses shall be
charged, and all of the said monies shall be credited
to the Working Interest Owners in accordance with the
provisions hereof.
Subject to the other provisions hereof, all costs,
expenses and liabilities, whether contractual or
tortious, incurred by Unit Operator on account of
the operations hereunder shall be for the Common
Account and shall be borne: by the Working Interest
Owners in proportion to their respective Participating
Interests.
Unit Operator shall initially pay and discharge all
costs and expenses incurred in the operations here-
under. Unit Operator shall bill each Working Inter-
est Owner for its share of all costs and expenses
and each Working Interest Owner shall reimburse Unit
Operator for its share of such costs and expenses in
accordance with the provisions of Part XXVI hereof. .
Each Working Interest Owner shall pay all such bills
within thirty (30) days after receipt thereof, and
should any Working Interest Owner fail to pay its
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proportionate share of such costs and expenses within
the said thirty (30) day period, the same shall, at
“Unit Operator's discretion bear interest at the rate
of $ix {6) percent per annum from the end of the said
period until paid, which interest shall be for Unit
Operator's sole account, and Unit Operator shall have
the right at {ts option at any time thereafter, such
default continuing, to enforce the lien hereinafter
provided for upon the respective interests of such
Working Interest Owner.

Annual Budget, 8.04 As soon as practicable after the Effective Date here-

ete. of, Unit Operator shall prepare a budget of estimated
costs.and expenses for the period from the Effective
Date to the 31st day of December A.D. 1971 and on or
before the first day of each November after the
Effective Date shall prepare a budget of estimated
costs and expenses for the ensuing calendar year.
Such budget shall set forth the estimated costs and
expenses by quarterly periods. Budgets so prepared
shall be subject to adjustment and correction by the
Working Interest Owners from time to time whenever it
shall appear that an adjustment or correction is
proper; PROVIDED, HOWEVER, that is Unit Operator's
total expenditures for the year are within ten {10}
percent of those costs and expenses approved in any
budget, such expenditures shall be considered as hav-
ing been approved. A copy of each such budget and
adjusted budget shall be promptly furnished each
Working Interest Owner,
Approval of the budget by the Working Interest
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“Advances to
Unit Operator
- Capital Fund

.- -Advances to
-~ -Unit Operator
- Operating Fund

8.05

8.06

‘Owners shall constitute authorization to the Unit

Operator to make the expenditures therein detailed.
Unit Operator, in lieu of advancing monies for the
capital expenditures of unit operations may, at its
election, require the Working Interest Owners to
advance their respective proportionate share of such
capital expenditures by submitting to each Working
Interest Owner on or before the last day of each
calendar month an estimate of such capital expend-
itures for the succeeding calendar month based on

an approved budget of estimated costs and expenses

“or authority for expenditure together with a request

for payment of such proportionate share. Within
fifteen (15) days from the receipt of such request
each Working Interest Owner shall pay its proportion-
ate share to Unit Operator. If any Working Interest
Owner defaults in respect to such request for payment,

the same shall, at Unit Operator’s discretion, bear

“interest at the rate of six (6%) percent per annum

from the end of the said fifteen {15) day period until
paid, which interest shall be for the Unit Operator's
sole account. The accounts between the Working
Interest Owners shall be adjusted to actual costs by
Unit Operator in the month's statement following the
month covered by. the estimate.

Unit Operator, in lieu of advancing monies for the
costs and expenses incurred in the maintenance and
operation of the Unit Area may, at its election,

require the Working Interest Owners to advance their
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Unit Qper-
~ator's Lien

8.07

respective proportionate share. of such costs and

expenses by submitting to each Working Interest

Owner on or before the last day of any calendar
month a request for an operating fund equal to one-
twelfth (1/12th) of the expenses as approved in the
annual budget of estimated expenditures for the unit
operation.. Within thirty (30) days from the receipt
of such request, each Working Interest Owner shall
pay .-its proportionate share to Unit Operator. If any
Working Interest Owner defaults in respect of such
request for .an operating fund, the same shall, at
Unit Operator's discretion, bear interest at the rate
of six (6%2) percent per annum from the end of the
said thirty (30) day period until paid, which inter-
est shall be for the Unit Operator's sole account.
After the establishment of this operating fund, which
will be separate from that required in Section 8.05
hereof, and which shall at no time exceed one (1)
month's estimated expenditures, each Working Interest

Owner shall remit to the Unit Operator its propor-

. tionate share of each month's actual billing within

thirty (30) days of receipt, thus maintaining the

operating fund intact. The adequacy of the fund in

relation to current expenses will be reviewed
annually or more often upon request by a Working
Interest Owner and adjustments made as required,
Unit Operator shall, subject to sub-section (4) (k)
(1) (A) and (B) of Sectfon 7% of "The Mines Act",
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"have a lien upon the interest of each Working Inter-
est Owner in any unsold Unitized Substances, upon
the proceeds of the sale of any Unitized Substances,
-and upon the interest of each Working Interest
Owner in the Unit Facilities and upon the title
of each Working Interest Owner to and in the Unit
Area and the Unitized Strata. Such lien shall have
priority over any lien by any Working Interest Owner.
In the event of the failure of any Working
Interest Owner to pay its share of the costs and
expenses incurred hereunder when due, as provided
herein, Unit Operator shall be entitled at any time,
and from time to time, to collect and receive the
proceeds of the sale of all or any part of such
Working Interest Owner's share of the Unit{ized
Substances, including the proceeds from previously
-executed sale contracts made by or for such default-
ing Working Interest Owner. Unit Operator shall
apply all such sums so collected against the default-
ing Working Interest Owner's unpaid bills, the excess
of such proceeds over the unpaid bills, if any, to
be paid to the Working Interest Owner entitled there-
to and all sums so applied shall be considered as
received from such defaulting Working Interest Owner
within the meaning of the provisions contained in
. Section 8.08 hereof relating to contributions by
the other Working Interest Owners to Unit Operator
in the case of default in payment when due, Unit
Operator may likewise take any other credit due any
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Contributions

to Unit Operator
Upon Failure to
Collect Certain
Debts

8.08

such defaulting Working Interest Owner pursuant here-
to and apply the same against amounts ‘due from such
Working Interest Owner. The rights granted to Unit
Operator in this Section shall not be construed as
exclusive remedies but shall be in addition to all

rights, privileges and remedies afforded Unit Oper-

“ator by other provisions hereof and by law, Service

of a true copy of this Plan shall constitute written
authorization on the part of such defaulting Werking
Interest Owner for such purchaser to pay the proceeds
from such sale to Unit Operator during such default,
but such purchaser shall not be considered as having
been notified of such authorization prior to the time
of such service. Books and records kept by Unit Oper-
ator with respect to operations hereunder shall con-
stitute conclusive proof of the existence or non-
existence of any such default insofar as the right

of Unit Operator to collect proceeds from the sale

of all or any part of the defaulting Working Interest
Owner's share of the Unitized Substances is concerned,
subject, however, to all rights of inspection, ver-
{fication and audit provided herein.

If Unit Operator shall not have received full reim-
bursement for any indebtedness that may become due

and payable by any Working Interest Owner to Unit
Operator after reasonable efforts by Unit Operatof

to obtain such reimbursement, each of the Working

Interest Owners, upon the request of Unit Operator,
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shall, unless contrary to any then existing law,
contribute to the reimbursement of Unit Operator
the portion of any such unsatisfied amount equal
to the portion that such Working Interest Owner's
Participating Interest bears to the total Partici-
pating Interests of all of the Working Interest
Owners exclusive of the Participating Interest of
the defaulting Working Interest Owner; and thereupon,
each Working Interest Owner so contributing shall be
proportionately subrogated to Unit Operator's rights
and lien under Section 8.07 hereof.
Pre-unit 8.09 Each Working Interest Owner shall pay a part of the
Expense
reasonable cost, as approved by the Operating Com-
mittee, of unitizing the Unit Area in proportion
to its Participating Interest hereunder.
Commingling 8.10 No funds received by Unit Operator hereunder need
of Funds be segregated by Unit Operator or maintained by it
as a joint fund but may be commingled with its own
funds.

PART IX
RESPONSIBILITY FOR PAYMENTS

9.01 Each Working Interest Owner shall pay or be respon-
sible for the payment of and shall indemnify all other
Working Interest Owners, including Unit Qperator,
against any liability for any Lease rentals, taxes
(excepting any taxes assessed on Unit Facilities
which shall be paid by Unit Operator and charged to
the Common Account), royalties, overriding royalties,
of]l payments, net profit contracts and all payments
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out of, or burdens on, the Lease or Leases and
Tracts contributed by it and received into the

Unit Area.

PART X

DELIVERY OF WELLS AND EQUIPMENT
INVESTMENT ACCOUNT

Delivery of 10.01 Each Working Interest Owner shall, as of the Effec-

Hells tive Date, contribute to the Working Interest Owners,
acting through Unit Operator, the exclusive use for
all purposes of all of its Salt Water Disposal Wells
shown listed in Part XXI hereof which, in the opin-
jon of the Operating Committee, are in bona fide use
as of the Effective Date and all wells, both active
and inactive, that it has in the Unit Area, together
with all information, or true copies thereof, that
it has obtained in connection with the drilling,
testing, comnleting and operating of said contributed
wells, such as drilling logs, electrical logs, records
of coring, testing and special work of every nature,
laboratory analyses, records of the amount of pro-
duction obtained and all other information pertinent
to the said wells and Leases of the Working Interest
Owners. Each Working Interest Owner shall also con-
tribute to the Working Interest Owners, acting through
Unit Operator, without compensatien, the non-exclusive
use of roads, dikes, ditches, fire walls, pits, and
fences it holds in connection with its operations

~in the Unit Area.
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Warranty

10.02" Unit Operator shall, within sixty (60) days of

the delivery of any well, or wellsite and operating

- equipment, carry out such tests as may be necessary

to determine its mechanical condition as of the
Effective Date and, in the event any such well or
wellsite and operating equipment is in sound
mechanical condition it shall be accepted by Unit
Operator and thereupon become a Unit Operated Well,
or Unit Facility. In the event that any such well
or wellsite and operating equipment is not in sound
mechanical condition as determined by the Operating
Committee, the Working Interest Owner who contributed
such well or wellsite and operating equipment shall,
within thirty (30) days after being requested to do
so by Unit Operator as instructed by the Operating
Committee, install the equipment necessary to place
such well or wellsite and operating equipment in
sound mechanical condition or pay to Unit Operator,
for the credit of the Common Account, in cash, the
cost of purchasing and/or installing such equipment.
Within sixty (60) days of the delivery of any
roads, dikes, ditches, fire walls, pits, and fences
Unit Operator shall determine which of them, if any,
require additional expenses in order to permit effic-
fent operation or to comply with government regula-
tions or to honour surface leases. Unit Operator
shall prepare an estimate of expenditure and after
approval of the Operating Committee, the Working
Interest Owner who contributed the properties at
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Controllable
Material

10.03

fault shall perform the work at its own cost and

expense, or 1f such Working Interest Owner elects

‘not to perform the work it shall be done by Unit

Operator and charged to the Working Interest Owner
at fault.

As of the Effective Date all wellsite and operating
equipment and salt water disposal facilities in, on

and serving the Unit Area used in the normal oper-

~ation of the Unit Operated Wells as required by the

Operating Committee shall be delivered to and taken
over separate and apart from the unitization of the
working interests and production affected herein and
shall become Unit Facilities.

Wellsite and operating equipment shall include
by way of example, "Controllable Material" as herein-
after defined, but shall not include warehouses,
warehouse stocks, lease houses, camps and office
buildings, automobiles and other service equipment
which shall remain the separate property of the
several owners thereof.

For the purposes of this Part X "Controllable

- Material" shall be all material from time to time

classified as such by the Operating Committee, but
shall exclude surface and production casing, casing

bowl and casing hanger and flow lines.
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Appointment of
Inventory
Commi ttee

10.04 The Operating Committee shall appoint an Inventory

Committee for the purpose of making an inventory

‘of the Controllable Material taken over by Unit

Operator. Each Working Interest Qwner, upon request

‘by the Inventory Committee, shall submit to the

Inventory Committee promptly a complete inventory in
writing of all said Working Interest Owner's
Controllable Material so delivered to Unit Operator

~and a description of the condition of each item at

the time of such delivery. In the event a Working

Interest Owner has failed to supply such inventory

" as aforesaid, the Inventory Committee shall proceed

to inventory such Working Interest Owner's Con-
trollable Material and shall supply such Working
Interest Owner with a copy thereof which shall be
binding upon such Working Interest Owner unless it
protests or questions such inventory within fifteen
(15) days of the receipt thereof. Said Inventory
Committee shall take promptly an fnventory of all
said Controllable Material and check the same against
the aforesaid inventories furnished by the Working
Interest Owners. Such inventories shall then be
priced at current new price, as defined in Part XXVI,
by the Inventory Committee and submitted to the
Operating Committee, who will determine the percent-
age of current new price which should be attributable
to such Controliable Material. Copies of these
priced inventories will then be furnished to al}l
Working Interest Owners for their approval.
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Working
Interest
Owner's Initial
Share in Unit
Facilities

Investment
Account

10.05

10.06

(a)

(b)

(c)

Upon approval of the priced inventories report hyA
the Operating Committee, each Working Interest Owner
shall have, subject to Section 10.07 hereof, an
initial share in the Unit Facilities which is equal
to the proportion (expressed as a percentage) that
the value of the Controllable Material delivered by
it to Unit Operator is to the total value of all
Controllable Material delivered by all of the Work-
ing Interest Owners to Unit Operator.
Unit Operator shall set up an Investment Account
for Unit Facilities which shall be calculated at
the end of each calendar year and shall be;
The total value of all Controllable Material del-
ivered by all of the Working Interest Owners to Unit
Operator pursuant to this Part X; plus
The total value of all Controllable Material sub-
sequently acquired for the Unit, th§ cost of which
shall be borne by the Working Interest Owners in
accordance with their respective Participating
Interests; less
The total value of all Controllable Material sub-
sequently sold, junked or otherwise disposed of.
For the purposes of calculating the Investment
Account, Controllable Material which has been sold,
Jjunked or otherwise disposed of shall be given the
same value as it was given when it was originally

delivered to or acquired by Unit Operator. At the

end of any calendar year the Investment Account
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shall be the net of paragraphs (a) plus (b) less (c)
-of this Section 10.06.

Working 10.07 Each Working Interest Owner shall have a net credit
Interest

Owner's Share in the Investment Account which shall be the value
in Investment

Account of all Controllable Material delivered by it to Unit

Operator, plus its share of the value of all Controll-
able Material subsequently acquired for the Unft,
less its share of the value of Controllable Material
sold, junked or otherwise disposed of from the Unit.
The relationship, expressed as a percentage, between
each Working Interest Owner's net credit and the sum
of the net credits of all Working Interest Owners
shall be its percentage share of the Investment
Account. Such percentage shall be carried to five
decimal places and rounded to the nearest four deci-
mal places and shall be calculated at the end of

each calendar year.

Proceeds from 10.08 Notwithstanding the provisions of Part VIII hereof
Disposal of
Unit Facilitties the proceeds from disposal of Unit Facilities

whether Controllable Material or otherwise up to

the end of the first calendar year shall be credited
to each Working Interest Owner in accordance with
its respective initial percentage share established
under Section 10.05 and, thereafter, such proceeds
shall be credited to each of them in accordance with
their respective percentage share calculated in

accordance with Section 10.07.
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List of
Easements, etc.

Unit Operator
to Advise Surface
Rights Required

Surrender of
Surface Rights

11.01

11.02

11.03

PART XI
SURFACE RIGHTS

As soon as reasonably possible after the Effective
Date, each Working Interest Owner shall submit to
Unit Operator a 1ist of all easements, rights-of-
way, surface leases, rights-of-entry and other
surface rights which it holds and which are re-
quired in connection with unit operations together
with particulars thereof, including rentals payable,
if any.
Unit Operator shall, as soon as reasonably possible
after the receipt of the aforesaid 1ists, advise
each Working Interest Owner in writing which, if any,
of its said surface rights will be required for
the operations hereunder. Each Working Interest
Owner shall, upon request in writing by the Unit
Operator, assign such rights to Unit Operator.
Any such assignment shall, unless contrary to any
then existing law, contain a provision permitting
the assignor of the same the use thereof for explor-
ation and production operations for strata other
than the Unitized Strata without interfering with
unit operations.
Unit Operator may also from time to time surrender
said surface rights, or any of them, that are no
Tonger required for the operations hereunder,
provided that Unit Operator shall have cleaned up
the surface to the satisfaction of any governmental
body having jurisdiction with respect thereto and;
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PROVIDED, FURTHER, that Unit Operator shall give
the Working Interest Owner who assigned the same
sixty (60) day’'s notice of surrendering such surface
rights and such Working Interest Owner may elect

to recefve from Unit Operator an assignment of such

surface rights. Any surface rights not required

Surface 11.04
Charges to
Common Account

Fee Simple 11.05

Unit Operator 11.06
May Acquire

Addttional

Surface Rights

for the operations hereunder may be held or
disposed of by the Working Interest Owner holding
the same in such manner as it may deem fit.

After the Effective Date hereof all costs of surface
rights required for the operations hereunder and all
1{abilities accruing in connection therewith shaltl
be for the Common Account.

Where a Working Interest Owner holds in fee simple
surface rights used in connection with the Unit or
where a Working Interest Owner has made arrangements
with the owner of any such surface rights for the
use of them without cost to such Working Interest
Owner, Unit Operator may use the same, provided

that such Working Interest Owner shall be entitled to
receive as rental therefor an amount commensurate
with rentals paid for other surface rights of a like
nature in the Unit Area.

Unit Operator shall also have the right to acquire
such additfonal surface rights as are necessary

for the operations hereunder, and the expense
thereof, including rentals, shall be charged to

the Common Account.
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‘Liability for
Loss of Title

12.00

Unit Operator may also, with approval of the
Operating Committee, enter into an agreement with
any Working Interest Owner for the right to share
in the use of such Working Interest Owner's surface
rights on a basis to be mutually agreed upon between
them, and the cost thereof as so agreed shall be
charged to the Common Account. Unit Operator may

_also, with the approval of the Operating CONBittQG

enter into agreements with any of the Working Inter-
est Owners or other persons for the non-exclusive
use and partial maintenance of any roadways, access
road, or similar surface right and the cost or
proceeds thereof shall be charged or credited to the

Common Account.

PART XII
JNDEMNITY

In the event.any Working Interest Owner does not

. have the right to develop and operate any Tract in

which such Working Interest Qwner claims to have a
working interest insofar as such Tract comprises the
Unitized Substances, any )oss resulting therefrom
shall be borne by the contributing Working Interest
Owner and to that end, such Working Interest Owner
shall indemnify and hold harmless Unit Operator and
all other Working Interest Owners from any and all
1iability, loss, cost or damage sustained by them

- and resulting from the failure to have such right;



Maintenance
of Leases

12.02

PROVIDED, HOWEVER, that to the extent that such
1iability, loss, cost or damage is based upon the
value of the Unitized Substances produced from such
Tract, such indemnity shall be limited to an amount
equal to the value of that portion of Unitized Sub-
stances allocated hereunder to such Tract.

Each Working Interest.Owner shall do all necessary
acts and things and make all payments required in
order to mafntain the Lease or Leases covering the
Tracts contributed hereto by 1t in full force and
effect during the term hereof, excepting only oblig-
ations arising out of or accruing with respect to
the Unitized Strata and not required to be performed
by such Working Interest Owner; PROVIDED, HOWEVER,
in the event any Working Interest Owner shall fajl
or refuse to do any act or thing or make any pay-
ment required as aforesaid, Unit Operator, on behalf
of and for the Common Account, shall have the right
to perform such act or make any such payment so
required as aforesaid, and thereupon any monies
expended by Unit Operator in connection therewith
shall be charged to the account of such Working
Interest Owner, and Unit Operator shall have the
same rights and privileges with respect to enforcing
the payment of such amounts owed by such Working
Interest Owner as are given to Unit Operator with
respect to any other amount owed by a Working

Interest Owner to Unit Operator hereunder.
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Liability for
Loss of Title
to Wellisite and
Operating
Equipment

Titles
Gormi ttee

12.03 Each Working Interest Owner shall be liable to

13.01

each other Working Interest Qwner, including Unit
Operator for any and all iiability, loss, cost or
damage sustained by them and resulting from any
clatm or any cause of action arising in consequence
of any failure or deficiency in such Working Inter-
est Owner's title to any welisite and operating
equipment, or other facility taken over by Unit
Operator, or in consequence of any action of such

Working Interest Owner with respect thereto.

PART X111
APPROVAL OF TITLES
There shall be a Titles Coomittee appointed by the

Operating Committee which shall examine the titles
to all Tracts in the Unit Area. Each Working Int-
erest Owner in the Unit Area shall, upon request,
submit to the Titles Committee all other title data
and information as may be requested by the Titles
Committee affecting the title to its Tracts within
the Unit Area. The Titles Committee shall in
writing, and within a reasonable time, recommend
to the Operating Committee the approval or dis-
approval of title documents submitted to them
pursuant to this Section. Upon the acceptance of
the recommendation of the Titles Committee by the
Operating Committee, the title documents accepted
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Disputes and
Non-approved
Titles

14,01

(a)

(b)

shall be deemed to have been approved by the Operating
Commi ttee; PROVIDED, THAT, no approval of title docu-
ments by the Operating Committee shall be construed
as a warranty or certification of title in and to any
portion of the Unit Area or the Unitized Substances.
PART X1V
DISPUTES
If there 1s now or should hereafter be any dispute
involving the working interest in a Tract then the
Working Interest Owner concerned shall immediately

give written notice thereof to Unit Operator and upon

- the receipt of such written notice or in the event

that the Operating Committee does not approve the

title documents to any Tract as in Section 13.01

provided, Unit Operator shalil:

sel] the Unitized Substances allocated to the Tract

in respect of which the title documents have not

been approved by the Operating Committee, or in

respect of which the dispute arises;

pay out of the proceeds of the sale

(i) the.portion of the costs and expenses allocated
or apportioned to the Tract, and

(11) the amount of money properly payable to the
Royalty Owner of the Tract pursuant to the pro-
visions of this Section and the Lease pertaining
to the Tract (unless any such dispute involves
the ownership of the royalty interest in the
Tract) and such payment shall be deemed conclu-

sively to be a payment by the person who is
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Plan Bidding
on Successors

Assignments,
etc. Subject to
Terms of Plan

(c)

15.01

16.01

16.02

subsequently declared to be the owner of the
working interest in such Tract on a final deter-
mination of the dispute;
pay the balance of the proceeds to a trust company
to be held by it until settliement has been reached
by the persons interested therein or until a judge of
Her Majesty's Court of Queen's Bench for Manitoba has
made an order with respect thereto.
In the event that any such dispute results in a
change of ownership in a working interest in a Tract
such change shall not retroactively affect any vote
taken pursuant to the terms of Part VI hereof.
PART_XV
FILING
Unit Operator shall file this Plan with the Depart-
ment of Mines and Natural Resources for the Province
of Manitoba and with the appropriate Land Titles
Office for the Province of Manitoba in accordance
with the provisions of *"The Mines Act®.
PART XVI
TRANSFER OF INTEREST

This Plan shall be binding upon every owner of any
lands, Leases and interests in minerals covered here-
by who acquires the same regardless of the manner in
which the same shall have been acquired.

Any disposition of any interest owned by any Working
Interest Owner in any land or part thereof in the
Unit Area shall be made expressly subject to all the
terms and provisions hereof. Such disposition of any

interest whether expressly so provided or not, shal)
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When Change
of Ownership
Binding

Disposition

Must Include
Related Interest
in Unit Facilities
or Unit Area

16.03

16.04

operate to impose upon the person or persons acquir-

ing such interest its or their proportionate part of
all costs and expenses and other obligations, if any,
chargeable hereunder to the interest affected by such
disposition, and shall likewise operate to give and
grant to the person or persons acquiring such interest
fts or their proportionate part of all Unitized Sub-
stances and other benefits which may accrue thereto
under the provisions hereof.

No change in ownership of any interest or rights
hereunder (by whatever means accomplished) of any
Working Interest Owner shall be binding on Unit Oper-
ator or the other Working Interest Owners until Unit
Operator has been furnished with notice of such

change by the person claiming the benefit thereof,

and such change shall become effective at seven
o'clock in the forenoon, Central Standard Time on

the first day of the month following the month in
which the person acquiring such interest delivers to
Unit Operator the original or certified copies of all
instruments, documents and other information necess-
ary in Unit Operator's opinion to estabiish a com-
plete chain of title. No other kind of notice,
whether actual or constructive, shall be binding on
Unit Operator or the other Working Interest Qwners.
Notwithstanding the foregoing, no interest in the

Unit shall be disposed of unless such transaction
shall include a 1ike disposition of a related interest
in the Unit Facilities and 1ikewise, no dispositfon of

any interest in the Unit Facilities shall be effective
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Assignment
not to Relieve
from Obligations

Unit Operator
not to Assign
Rights

No Surrender
of Lease
Without Consent

What Term
"disposition”
Includes

16.05

16.06

16.07

16.08

unless such transaction shall include a 1ike dispos-

ition of a related working interest in the Unit Area,
it being the intention hereunder that no working in-
terest in the Unit Area shall be owned apart from a re-
lated interest in the Unit Facilities, and vice versa.
No Working Interest Owner shall dispose of an
interest in the Unit Area unless such disposition
shall cover its entire interest in & Tract which is
subject thereto, or covers an undivided interest in
its entire interest in each such Tract.
Any attempted disposition by any means in viola-

“tion of the provisions of this Section shall be a nul-

11ty insofar as the other Working Interest Qwners are
concerned.
No disposition shall operate to relieve any Working
Interest Owner of any obligation hereunder which
accrued or was incurred prior to the effective date
of such disposition.
Unit Operator shall not assign its right to conduct
operations hereunder.
No Working Interest Owner shall surrender or release
fts interest in any Lease covering any portion of the
Unitized Strata without the written consent of the
Operating Conmittee, and the approval of the
Conservation Board.
The term “disposition® as used in this Part shall
include, but not be limited to, the following:
transfer, assignment, conveyance, and sale.
The term “disposition" as used in this Part shall
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not apply to a disposal by way of mortgage, pledge
or hypothecation; PROVIDED, THAT, the mort¢agee or
pledgee shall hold its security subject to all the
terms of this Plan and upon any realization or
foreclosure of the security, the purchaser,
‘mortgagee or pledgee, as the case may be, shal)
become bound by all the terms of this Plan.
PART XV1I

INDIVIDUAL RIGHTS 4%0 PRIVILEGES

Access to 17.01 Each Working Interest Owner shall be entitled, at
Unit Area

its own sole risk and expense, to have access to
the Unit Area at all reasonable times upon notice
to Unit Operator for the purpose of inspecting and
observing unit operations, to have access at all

~ reasonable times upon notice to Unit Operator to
any and all information pertaining to the Unit
Operated Wells, the records of production and the
-records of all other unit operations, to be present
during the drilling, testing and completion of all
Unit Operated Wells and to make copies of well logs,
driiling progress and casing reports, and reports
of production and storage. The presence of a Work-
ing Interest Owner or its representative on the
Unit Area or on the premises and their activities
in connection therewith shall be at the sole risk

and expense of such Working Interest Owner.
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Plan Affects
Only Unitized
Strata

Abandonment
of Wells

17.02

17.03

This. Plan affects only the Unitized Strata. Each
Working Interest Owner may, to the extent it may
otherwise be entitled, conduct, at its own cost,
risk and expense, operations on its Tracts for the
discovery and/or production of other than Unitized
Substances; PROVIDED, HOWEVER, that such operations
shall be conducted in such a manner as to interfere
as little as possible with the operations hereunder.
Such Working Interest Owner shall take all reason-
able precautions customary in the industry and as
may be required by the Conservition Board and by
Unit Operator to protect from waste, pollution,
drainage and damage, the Unitized Substances and
the Unitized Strata.
If Unit Operator, with the approval of the Oper-
ating Committee, should decide to abandon any
Unit Operated Well prior to the termination
hereof, Unit Operator shall give to the Working
Interest Owner of the Tract on which such well
is located written notice of such decision,
stating whether or not a-drilling rig is in place
at such well, and said Working Interest Owner
shall have the right and option for a period of
forty-eight .(48) hours if a drilling rig is in
place, or a period of sixty (60) days if no
drilling rig is in place, after receipt of such
notice to notify Unit Operator of its election to
take over said well, and deepen or plug back said
well to other than the Unitized Strata. Within
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“ten {10) days after said Working Interest Qwner

has so notified Unit Operator, said Working Interest
Owner shall pay to Unit Operator the value of the
well equipment as determined in accordance with the
provisions of Part XXVI hereof less the cost of
salvaging the same as estimated and fixed by the
Operating Committee, and at the same time shall
agree by letter addressed to Unit Operator;

(a) To case or seal off the Unitized Strata in said
well in an efficient and workmanlike manner and in
accordance with the applicable laws, rules, regul-
ations and orders; |

(b) to produce such well, if the same is produced,
from other than the Unitized Strata while this
Plan is in force;

(c)  on the ultimate abandonment of said well,to plug
and abandon it in a workmanlike manner and in
accordance with the applicable laws, rules, reg-
ulations and orders.

It is understood, however, that such Tract
shall continue to have allocated to it a pércentage
share of the Unitized Substances produced and
saved from the Unit Area in accordance with its
Tract Participation despite the cessation of the
production therefrom and the abandonment of any
Unit Operated Well or all wells thereon. In the
event that the Working Interest Owner of such

Tract does not elect to take over such well, Unit
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Workmen's
Compensation

Insurance

18.01

18.02

Operator shall proceed properly to plug and
abandon the same in accordance with the applicable
laws, rules, regulations and orders, and shall
salvage such casing and other equipment therefrom
as is reasonably practicable, for the Investment
Account.

Upon the abandonment of any well hereunder,
the Working Interest Owner, or Unit Operator, as
the case may be, abandoning same shall clean up
the surface at the wellsite to the satisfaction
of any governmental body having jurisdiction with
respect thereto, and to the reasonable satis-

faction of the owner and/or occupier thereof.

PART XVIII
INSURANCE

‘Unit Operator shall comply with all laws relating

" to Workmen's Compensation in the Province of

Manitoba.

Unit Operator shall carry, for the Common Account,
such insurance as may be approved by the Operating
Committee and shall notify each Working Interest
Owner in writing currently as to the kind and
amounts of such insurance. Notwithstanding any-
thing herein contained each Working Interest

Owner shall have the right to be a self-insurer

as to its intergst in the Unit Facilities.
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Contractor's
Insurance

Settlement
of Claims

Unit Operator's
Liabil1ity

18.03

18.04

18.05

Unit Operator shall require all- contractors employed
by it to comply with all laws relating to Workmen's
Compensation in the Province of Manitoba and to
carry such tfnsurance as may be from time to time
approved by the Operating Committee.

Unit Operator may settle any claim arising out of
unit operations and not discharged by insurance as
herein provided, but no claim shall be settled by
Unit Operator in an amount in excess of Two Thousand
($2,000.00) Dollars unless Unit Operator first
obtains the approval of the Operating Committee to
such settlement.

Unit Operator, as such, shall not be liable to the
Working Interest Owners for any loss or damage
except for loss or damage resulting from gross
negligence or wilful misconduct of Unit Operator,
or any of its employees exercising supervisory
functions, and each Working Interest Owner pro-
portionate to its Participating Interest herein,
hereby indemnifies and holds harmless Unit Operator,
as such, against any claim of, or liability to,

any third person resulting from any act or omission
of Unit Operator in acting upon instructions from
the Operating Committee expressed or implied or
otherwise in carrying out the provisions hereof;
PROVIDED, HOWEVER, that Unit Operator shall not

be indemnified or held harmless for any loss,
damage, claim or liabiiity resulting from the
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~gross negligence or wilful misconduct of Unit
Operator or any of its employees exercising super-
visory functions, but no act or omission of Unit
Operator shall, of itself, be deemed gross negligence
or wilful misconduct if such act or omission is done
or omitted at the instructions of, or with the con-

currence of, the Operating Committee.

PART XIX
GENERAL
No Right of 19.01 No Working Interest Owner or Royalty Owner shall
Partition
claim the benefit of any laws or statutes of the
Province of Manitoba relating to partitioning of
real or personal property and no person shall resort
to any action at law or in equity to partition the
aforesaid Unit Facilities and lands affected by
this Plan, including the Unitized Strata.
Force 19.02 A1l obligations hereunder shall be suspended while,
M jeure
but only so long as, any person is prevented from
complying therewith, fn whole or in part, by strikes
lockouts or other industrial disturbances, fire,

- explosfon, war, civil disturbances, tempest, floods,
acts of God, or the Queen’s enemies, unavoidable
accidents, uncontrollable delays in transportation,
Federal, Provincial or Municipal laws, rules,
regulations or orders, inability to obtain necessary
materials in open market, inadequate facilities

for the transportation of materials or for the
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No Co-operative
Marketing

Titles
thaffected by
Unitization

Duties
Separate not
Joint or
Collective

Individual
Obligation

19.03

19.04

19.06

19.06

disposition of Unitized Substances, or any other
cause, whether similar or dissimilar to the fore-
going, beyond the reasonable control of such person;
PROVIDED, HOWEVER, that performance shall be begun
or resumed within a reasonable time after such
cause has been removed;and PROVIDED, FURTHER,

that no person shall be required against its will
to adjust or settle any labour dispute; and also
PROVIDED, FURTHER, that lack of funds shall not be
construed as a cause beyond the reasonable control
of any person. This Plan shall not terminate while
operations hereunder are prevented by reason of any
of the aforesaid causes.

Nothing herein shall be construed as providing
directly or indirectly for any co-operative or
joint sale or marketing of Unitized Substances.
Nothing herein shall be construed as a transfer

of title to, or interest in, the Leases, Tracts

or Unitized Strata or in the Unitized Substances
before the production thereof.

The duties and obligations hereunder shall be
separate and not joint or collective, and nothing
contained herein shall ever be construed to create
a partnership of any kind, or an association, or as
imposing any partnership duties, obligations or
1{abilities.

Except as otherwise expressly provided herein,

each Working Interest Owner shall be individually
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‘responsible only for its. own obligations as set
out herein, and shall be liable only for its pro-
portionate share of the costs and expenses and
liabilitties.
PART XX
TERI_! OF PLAN

Term of Plan 20,01 This Plan shall remain i{n full force and effect so

long as Unitized Substances are produced or are
capable of being produced from the Unitized Strata
in paying quantities and as long as operations are
conducted on the Unit Area, and thereafter until

all Unit Operated Wells have been abandoned and
plugged, or otherwise disposed of, and all personal
property has been salvaged and all real estate has
been disposed of by Unit Operator. Notwithstanding
anything herein contained, this Plan shall, subject
to the approval of the Conservation Board, terminate
and be at an end upon the concurring vote of a
majority of the Working Interest Owners owning at
least ninety-five (95%) percent of the Partici-
pating Interests and such vote shall be binding upon
all the Working Interest Owners and the Royalty

Owners.
Rights on 20.02 Upon the terminatfon of this Plan, all rights in
Termination
of Plan and to the Tracts shall revert to the owners and

lessees thereof, and Unit Operator shall arrange
for the salvaging, liquidation and other distri-
bution of the Unit Facilities. The owner of the
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Salvage Costs

On Termination
of Plan -
Operation Shall
Cease

20.03

20.04

working interest in any such Tract desiring to take
over and continue to operate a Unit Operated Well
located thereon may do so by notifying Unit Operator
in writing of its election to take over said well
and by paying Unit Operator, for the benefit of all
Working Interest Owners, the fair net salvage value
of the equipment used in the operation of such well
and by agreeing to plug the well in accordance with
the applicable laws, rules, regulations and orders
at his expense at such time as it is ibandoncd.

With respect to all wells not taken over by
individual Working Interest Owners, Unit Operator
shall salvage as much of the casing and equipment
in or on such wells as can economically and reason-
ably be salvaged and shall cause such wells to be
properly plugged and abandoned in accordance with
the applicable laws, rules, regulations and orders.
The Working Interest Owners shall share the cost of
salvaging, 1iquidation, or other distribution of
assets and properties used in the development and
operation of the Unitized Strata in proportion to
their respective interests in the Unit Facilities.
Upon termination of this Plan the further develop-
ment and operation of the Unit Area as a Unit shall
be abandoned, unit operations shall cease, and
thereafter the Working Interest Owners and the
Royalty Owners shall be governed by the terms and
provisions of the Leases affecting the separate
Tracts.
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Working
Interest Owners
to Advise
Rayalty Owners
of Termination

Rehearing,
Amendments , etc.

20.05

20.06

(a)

(b)

(c)

The Working Interest Owners shall advise their
respective Royalty Owners of the termination of
this Plan within thirty (30) days of such term-
fnation.

No application for a rehearing of the matters
herein provided for, or for any amendments to

this Plan in any respect, éha]l be heard by the
Conservation Board within three (3) years of the
Effective Date uﬁiess;

a majority of the Working Interest Owners, owning
at least seventy-five (75%) percent of the Part-
icipating Interests have agreed in writing to such
application for a rehearing of the matters herein
provided for, or for amendments to this Plan,or
the Conservation Board, on its own motion, decides
to hold a rehearing, or

the Conservation Board, after full consideration
of the application of any Working Interest Owner,
decides that such application should be heard,
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PART XXI
WELLS DELIVERED TO UNIT OPERATOR PURSUANT TO PART X.

uﬂﬂ”)

CHE ,
‘Baect Daly 2-4-10-28 - R. B. Exp. Thomson Daly 13-33-9-28 «~
Chevron Daly 12-3-10-28 R. B. Exp. Grieve Daly 3-5-10-28 «~
Chevron Daly 13-3-10-28 ~ Rundle Cruickshank Daly 11-4-10-28

Chevron Daly Prov. 9A-4-10-28 ~ Rundle Cruickshank Daly 12-4-10-28
Chevron Daly Prov. 10-4-10-28 ° Rundle Cruickshank Daly 13-4-10-28
Chevron Daly Prov. 15-4-10-28 ° Rundle Cruickshank Daly 14-4-10-28
Chevron Daly Prov. 16-4-10-28 « Rundle Cruickshank Daly WIW 12-4-10-28

Chevron Daly 1A-9-10-28 Rundle M & H Daly 1-5-10-28
Chevron Daly 2-9-10-28 Rundle M & H Daly 2-5-10-28
Chevron Daly 3-9-10-28 Rundle M & H Daly 7-5-10-28
Chevron Daly 4-9-10-28 - Rundle M & H Daly 8-5-10-28
Chevron Daly 5-9-10-28 Rundle M & H Daly 9-5-10-28
Chevron Daly 7-9-10-28 Rundle M & H Daly 10-5-10-28
Chevron Daly 8-9-10-28 - Rundle M & H Daly 16-5-10-28

Chevron Daly Prov. 4-10-10-28s. Scurry .Cruickshank Daly 3-4-10-28
Chevron Daly Prov. 5-10-10-28~ Scurry Cruickshank Daily 4-4-10-28
Recovery Daly 1-8-10-28 Scurry Cruickshank Daly 5-4-10-28
R. B. Exp. Thomson Daly 10-32-9-28“Scurry Cruickshank Daly 6-4-10-28
R. B. Exp. Thomson Daly 15-32-9-28 -

R. B. Exp. Thomson Daly 16-32-9-28 v

uﬁ(‘“
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N

S
\~$\
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PART XXII

THE LANDS IN THE PROVINCE OF MANITOBA WHICH COMPRISE
THE DALY UNIT NO. 1 ARE AS FOLLOWS:

TRACT NUMBER  LEGAL DESCRIPTION TRACT NUMBER  LEGAL DESCRIPTION
TOMNSHIP 10 RANGE 28 TOWNSHIP 10 RANGE 28
2-4 LSD. 2, SECTION 4 3-5 LSD . 3, SECTION 5
12-3 LSD. 12, SECTION 3  11-4 LSD. 11, SECTION 4
13-3 LSD. 13, SECTION 3 12-4 LSD. 12, SECTION 4
9-4 LSD. 9, SECTION 4 13-4 LSD. - 13, SECTION 4
10-4 ©LsD. 10, SECTION 4  14-4 LSD. 14, SECTION 4
15-4 LSD. 15, SECTION 4 1-5 LSD. 1, SECTION 5
16-4 LSD. 16, SECTION 4 2-5 LSD. 2, SECTION §
1-9 LSD. 1, SECTION 9 7-5 LsD. 7, SECTION 5
2-9 LSD. 2, SECTION 9 8-5 LSD, 8, SECTION 5
3-9 LSD. 3, SECTION 9 9-5 . LSD. 9, SECTION 5
4-9 LsD. 4, SECTION 9  10-5 LSD. 10, SECTION 5
5-9 LSD. 5, SECTION 9  16-5 LSD. 16, SECTION 5
7-9 LSD. 7, SECTION 9 34 LSD. 3, SECTION 4
8- LSD. 8, SECTION 9 4-4 LSD. 4, SECTION 4
4-10 LSD. 4, SECTION 10 5-4 LSD. 5, SECTION 4
510 LSD. 5, SECTION 10 6-4 LSD. 6, SECTION 4
1-8 LSD. 1, SECTION 8

TOWNSHIP 9 RANGE 28

10-32 LSD. 10, SECTION 32
15-32 LSD. 15, SECTION 32
16-32 LSD. 16, SECTION 32
13-33 LSD. 13, SECTION 33
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PART XXIIT

MAP OF UNIT AREA
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TRACT NUMBER

2-8
12-3

13-3

9-4

10-4

15-4

16-4

2-9
3-9
4-9

5-9

8-9
4-10
5-10
1-8
10-32
15-32
16-32
13-33

L o
PART N
TRACT pARTICIPATION {RACT_NUMBER
1.00403 3-5
,13561 11-4
6.20309 12-4
2.41260 7 13-4
,29071 14-4
.00820 1-5
3,32522 2.5
2.09526 1.5
5.42490 8-5
4,21993 9-5
.57987 10-5
2.21090 16-5
00017 2e
47271 ad
1.84763 -~ 6.4
3,10550 “ 64
1.80375
.20853
.55718
.96156
1.96054
- 60 -

TRACT PARITICPATION
1.43709
52135
g.02734
5.99796
 5.06476
4.87978

91478
84,5951
2.18513
4,94419
2.64613
2.34913

1.70549
2.85424
7.16099
5.88864
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Provision for 25.01
Schedule of Working
Interest Owners and
Participating Interests

PART XXV
PARTICIPATING INTERESTS

The Unit Operator shall as soon after
approval of Title by the Operating Committee
under Part XIII is deemed to have been made,
prepare and submit to the Working Interest
Owners, Schedules setting out the Working
Interest Owners of the Tracts and the Part-
icipating Interests in the Unit. Upon the
approval of the Operating Committee the Unit
Operator shall cause such Schedules to be
published in one issue of The Manitoba
Gazette.

The Unit Operator shall from time to
time at the discretion of the Operating
Committee prepare and submit to the Working
Interest Owners, revised Schedules setting
out any change of ownership in the Tracts
or Participating Interests in the Unit, and
shall cause such Schedules to be published

in one issue of The Manitoba Gazette.

- 6] -



Definitions
*Joint Property"

*Major Material"

FHaterial“

"Condition 'A'"

“Condition 'B'"

26.01
(a)

(b)

(c)

PART XXVI
ACCOUNTING PROCEDURE

In this Part:

"Joint Property” shall mean the respective Tracts
and interests of the Working Interest Owners and
where the context so requires shall include all
wells, wellsite and operatinz equipment and salt
water disposal facilities taken over by Unit
Operator pursuant to Part X hereto, and all material
purchased or furnished by the Unft Operator for use
1nithe development, maintenance and operation of the
Unit.

“Major Material® means:

Tubing - 1,000 feet and over in 'A' or 'B' condition

Sucker Rods - plain or scrapered - 1,500 feet and
over in ‘A’ or 'B' condition

Pumping Unit

Pumping Motor

Automatic Controls

Separators

Heaters

Treaters

‘Tank Complete with Thief Hatches

and any other material the Current New Price of
which exceeds One Thousand ($1,000.00) Dollars.

shall mean equipment and supplies.
With respect to classification of materiai:

(1) New material {Condition 'A') being new
material purchased for the Joint Property
but never used thereon, at One Hundred
(100%) percent of Current New Price.

(1) Good used material (Condition 'B') being
good secondhand material which is further
usable without reconditioning:

(a) at Seventy-five (75%) percent of

Current New Price if material wes
charged to Common Account as new; or
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“Condition 'C'"

fCond1t1on ‘prv

“Condition 'E'"

“Temporarily
Used Equipment"

"Current New
Price®

Fixed Asset
Records

(d)

26.02

(1)

(iv)

(v)

(vi)

(b) at Seventy-five (75%) percent of
-+ Current New Price less depreciation
consistent with its usage on and ser-
vice to the Joint Property, 1f material
was originally charged to the Common
Account at Seventy-five (75%) percent
of Current New Price,

Other used material (Condition °‘C'), being
material which:

(a) after reconditioning will be further
serviceable for original function as
?o?? secondhand material (Condition

B'), or

(b) is serviceable for original function
but substantially not suitable for
reconditioning,

shall be at Fifty (50%) percent of Current
New Price.

Used material {(Condition ‘'D'), being material
which cannot be classified as Condition 'B*
or Condition 'C' shall be priced at a value
commensurate with {ts use.

Junk {Condition ‘E'), being obsolete and un-
serviceabie material, at prevailing jumk
prices in the district.

When the use of material is only temporary,
and the time of actual use does not justi-
fy the reduction in price as provided above,
such material shall be priced on a basis
that will lTeave a net charge to the Common
Account consistent with the value of the
services rendered and adequate for the time
the material was in use.

“Current New Price” shall mean where possible the
current cost of material as set forth {n the most
recent issue of the "Controllable Equipment Price
Catalogue” published by Petroleum Accountants
Society of Western Canada.

Fixed

Asset records shall be maintained for all

Controllable Material as defined in Section

10.03.
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Statements
and Bi1lings

Payments by
Working Interest
Owners

Adjustments

Audits

'26.03

26.04

26.05

26.06

Unit Operator shall bill each of the other Working
Interest Owners on or before the last day of each
month for their proportionate share of charges and
credits in respect of Unit operations during the
preceding month. Such bills shall be accompanied
by .the following statements:

(a) Detailed statement of Controllable Material.

(b) Statement of all ordinary charges and credits
to the Common Account summarized by appropriate
classification indicative of the nature thereof.

(¢) Detailed statement of all other charges and
credits.

See Sections 8.03, 8.05 and 8.06.

Payments of any such bills shall not prejudice the
right of any Working Interest Owner to protest or
question the correctness thereof. Subject to the
exception noted in 26.06 below, all bills rendered
to the Working Interest Owners by Unit QOperator
during any calendar year shall conclusively be pre-
sumed to be true and correct after Twenty-four (24)
months following the end of any such calendar year,
unless within the said Twenty-four (24) month period
any Working Interest Owner takes written exception
thereto and makes a written claim on Unit Operator
for adjustment. Failure on the part of the Working
Interest Owner to make such a claim on Unit Opera-
tor within such period shall establish the correct-
ness thereof and preclude the filing of exceptions
thereto or making of claims for adjustment thereon.

Any audit committee appointed by the Operating
Conmittee, upon notice in writing to the Unit Oper-
ator, shall have the right to addit Unit Operator's
accounts and records relating to the accounting
hereunder for any calendar year within the Eighteen
(18) month period following the end of such calendar
year. The Working Ipterest Owners shall have Six
(6) months next following the examination of the
Unit Operator's records within which to take writ-
ten exception to and make any and all claims on

the Unit Operator. Such audit committee shall
make every reasonable effort to conduct ‘
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Charges to
Common Account

26.07

such auditing in a manner which will result in a mint-
mum of inconvenience to the Unit Qperator. The cost
of such an audit shall be charged to the Common
Account. In addition to the foregoing right, any
Horkin? Interest Owner shall have the right to make

an individual audit at its own cost and expense.

Subject to the limitations hereinafter prescribed,
Unit Operator shall charge the Common Account with
the following costs of development and operation of
the Joint Property:

(a) Salaries, wages and related expenses of Unit
Operator's personnel directly emplayed on the
Joint Property in the development, maintenance
and operation thereof, including salaries and
wages paid to landmen acquiring rights-of-way,
settling damage claims, etc. and to technical
employees, such as geologists, engineers and
other employees who are temporarily asstgned
to and located at and directly engaged on the
Joint Property.

(b) Unit Operator's cost of vacation and expendi-
tures or contributfons imposed or assessed by
any governmental body having jurisdiction with
respect to such salaries and wages referred to
in paragraph (a) of Section 26.07.

{c) Unit Operator's current cost of established
plans for emplayees’ group life insurance,
sickness and disability benefits, hospitaliza-
tion, pension, retirement, stock purchases,
thrift, bonus and other benefit plans of like
nature, applicable to such salaries and wages
Brovided for in paragraph (a) of Section 26.07.

rovided that such charges shall not exceed

twelve (12%) percent of the total of the salar-
ies and wages charged under paragraph (a) of
Section 26.07. It is agreed, however, that if
this 1imitation of twelve (12%) percent shall
be found to be insufficient, the same may be
increased from time to time when authorized by
a vote of the Operating Committee.

(d) . Material purchased or furnished by Unit Operator
for use in connection with the operation of the
Joint Property. So far as it is reasonably
practical arid consistent with efficient and
economical operation, only such material shall
be purchased for or transferred to the Joint
Property as is required for immediate use, and
the accumulation of surplus stocks shall be
avoided whenever possible.
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(e)

(f)

(9)

(h)

(1) Moving material to the Joint Property from
vendor's or from Unit Operator's warehouse in
the district or from the other properties of
the Unit Operator, but in either of the last
two events no charge shall be made to the
Common Account for a distance greater than the
distance from the nearest reliable supply store
or rai luo{ receiving point where such matertal
is available except by specific approval of the
Operating Committee.

(i1) Moving surpius material from the Jotnt Property
to outside vendees, if sold f.o.b, destination,
or minor returns to Unit Operator's warehouse
or other storage point. No charge shall be made
to the Common Account for moving surplus mat-
erial to Unit Operator's warshouse or other
storage point for a distance greater than the
distance to the nearest reliable supply store
or raflway receiving point, except by specific
nﬂproval of the Operating Committee, and no
charge shall be made to the Common Account for
moving material to other properties belonging
to Unit Operator, except by specific approval
of the Operating Committee.

(111) Moving expenses of employees incurred by the
initial staffing, additions and replacements
beyond the control of the Unit Operator.

(§) Contract services and utilities procured from
outside sources. Services of outside profes-
sional consultants shall not be charged un-
less approved by Operating Conmittee.

(i1) Use of and service by Unit Operator's ex-
clusively owned equipment and factlities as
provided in Section 26.11.

Costs or expenses necessary to replace or repair
Joint Property damaged or lost through fire, flood,
storm or any other cause not controllable by Unit
Operator through the exercise of reasonable dili-
gence. Unit Operator shall furnish the Working
Interest Owners with written notice of damage or
losses incurred as soon as practical but not later
than Fifteen (15) days after report of same has
been received by Unit Operator.

A1l costs and expenses of litigation or legal

services necessary or expedient for the protection
of the Joint Property, including legal fees and
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(1)

(3)

(k)

expenses as hereinafter provided, together with all
Jjudgments obtained against or chargeable to the Com-
mon Account or the Joint Property; actual expenses
incurred by any Working Interest Owner in securing
evidence for the purposes of defending any action or
claim prosecuted or urged against the Common Account
or the Joint Property.

(1}  1f the Operating Committee agrees, actions or
claims affecting the Common Account or the
Joint Property hereunder may be handled by the
legal staff of one or more of the Working In-
terest Owners. A charge commensurate with the
services rendered and approved by the Operating
Committee may be made against the Comwon Account.

(1) Fees and expenses of outside Counsel shall not
be charged to the Common Account except where
the employment of such outside Counsel is auth-
ortzed by the Operating Committee.

A1l taxes of every kind and nature (other than income
taxes) assessed upon or in connection with the Joint
Property, the operation thereof or the products de-
rived therefrom, and which taxes have been paid by
the Unit Operator for the benefit of the Working
Interest Qwners.

Premiums paid for insurance required to be carried
under Section 18.02 together with all expenditures
incurred and paid in settiement of any and all losses,
claims, damages, judgments, and other expenses in-
?1ud1ng legal services, not recovered from the

nsurer,

Area, Division and Administrative Overhead:

The rates set forth below shall be charged to the
Common Account in 1ieu of a proportionate share of
the costs incurred by the Unit Operator. These costs
include, but are not iimited to the following:

(1) Salaries and expenses of the Unit Operator's
area superintendent and other general area
or field employees, managing officers and
employees of the division and/or principal
office other than those who are directly engaged
on the Joint Property and whose salaries are
chargeable to the Common Account under the pro-
visions of paragraph (a) of Section 26.07.
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{11) - Cost of maintaining and operating an area

office and all necessary camps, including

“housing facilities for emplayees 1f necessary.

The expense of, less any revenue from, these
facilities shall include depreciation or a fair
monthly rental in lieu of depreciation on
investment.

(114) Any other costs of operating the division and/

or principal office of the Unit Qperator.

The rates, which are subject to review annually,
as set forth in paragraph (j) of Section 6.03
are as follows:

(a) § per month for all producing
operations.

(b) Forty-five ($45.00) Dollars per day for
each drilling well, wells being plugged
back, drilled deeper, reworked, or conver-
ted to source or input wells; charges to
commence on the date the well is spudded
and terminate when the drilling rig or
service rig-as the case may be is released,
except that no charge should be made during
the suspension of drilling operations for
Fifteen (15) or more consecutive days.

{c) The charge in respect to construction of
Unit Facilities, including, but not limited
to, water injection plant, battery consoli-
dation, injection pipeline systems and
water supply systems shall be calculated on
direct expenditures on the following basis:

5% of expenditures up to $50,000.00, plus

3% of expenditures over $50,000.00 and up
to $100,000.00, plus

1% of all expenditures over $100,000,00.

(1) A charge to cover the cost of handling material into

(m}

and in Unit Operator's warehouse shall be assessed
on new and used materials furnished from the ware-
house on the basis of Two and one-half (2-1/2%) per-
cent of the cost of tubular goods and Major Material
and Five (5%) percent of the cost of all other mater-
ial which shall in each case be deemed to be the
actual cost thereof to Unit QOperator,

Rentals, payments in lieu of actual production and
royalties, when paid by Unit Operator for the Common
Account,
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(n) Any other expenditures incurred by Unft Operator
except that no charge shall be made for any
interest or financing charges incurred by Unit
Operator except where incurred with the approval
of the Operating Committee.

Basis of 26.08 (1) Outside Purchases
Charges to
Common Account Material purchases shall be charged to the Common

Account at their invoice cost to Unit Operator
after deduction of all discounts actually received.

(11) Material Furnished by Unit Operator

Material shall be purchased for direct charge to the
Common Account whenever practicable. Material from
Unit Operator's stocks shall be priced as follows:

(a) New Material - Condition 'A'

(1) New material transferred from Unit
Operator's warehouse or other properties
shall be priced at One Hundred (100%)
percent of Current New Price.

(b) Used Materials - Condition 'B' and 'C'

(1) Material which is in sound and ser-
viceable condition and is suitable for
re-use without reconditioning shall be
classed as Condition 'B‘ and priced a:
Seventy-five (75%) percent of Current
New Price.

(2) Material which cannot be classified
as Condition 'B' but which

(i) after reconditioning will be
further serviceable for original
function as good secondhand mater-
1al (Condition 'B'), or

(11) is serviceable for original
function but substantially not
suitable for reconditioning,

shall be classed as Condition 'C' and
priced at Fifty (50%) percent of
Current New Price.

(3) Material which cannot be classified as

Condition 'B' or Condition 'C' shall be
priced at a value commensurate with its use.
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Premium Price

Warranty
of Material

Unit Operator's
Exclusively Owned
Facilities

- 26.09 .

26.10

26.11

(4) Any equipment involving erection costs
will be charged. on a basis not to exceed
Seventy-Five (75%) percent of Current New
Price for similar materials in a dismantled
state.

Whenever materials are not readily obtainable at the
customary supply point and at Current New Prices be-
cause of national emergencies, strikes or other un-
usual causes over which Unit Operator has no control,
Unit Operator may charge the Common Account for the
required materials on the basis of Unit Operator's

‘direct cost and expense incurred in procuring such

materfals, in making it suftable for use, and in mov-
ing it to the Joint Property: PROVIDED, HOWEVER, that

- each Working Interest Owner is notified in writing

prior to the acquisttion of such material, whereupon
each Working Interest Owner shall have the right by

30 electing and notifying Unit.Operator within Forty-
eight (48) hours after receiving notice from the Unit

Operator, to furmish in kind or in tonnage as may be

agreed, at the location, nearest railway point, or

Unit Operator's storage point, within a comparable

- distance, all or part of his share of material sujt-

able for use and acceptable to Unit Operator. Trans-
portation costs on any such material furnished by a
Working Interest Owner at any point other than at the
Tocation, shall be borne by such Working Interest
Owner. If, pursuant :to:the provisions of this para-
anph, a Working Interest Owner furnishes material in
{nd, Unit Operator shall make appropriate cred{
therefor to the account of such Norking Interest Qwner.

Unit Operator does not warrant the material furnished
beyond .or back of the dealer's or manufacturer's
guarantee; and in case of defective material, credit
shall not be passed until adjustment has been received
by Unit Operator from the manufacturer or their agents.

The Unit Operator shall charge the Common Account for

-services rendered by facilities and equipment owned

exclusively by Unit Operator. The rates charged shall
be commensurate with the cost of ownership and oper-
ation and shall not be in excess of current prevail-
1:2 rates of 1ike services and equipment available in
the area.

Whenever requested, Unit Operator shall inform the
Working Interest Owners in advance of rates it pro-
poses to charge. Rates shall be revised from time
to time when found to be either excessive or in-
sufficient.

-70 -



Disposal of 26.12
Lease Equipment
(2)  The term “minor equipment® shall mean any matertal or

items of Unit Facilities not described as Major Mater-
fal. Unit Operator may dispose of any item of minor
equipment, which it deems to be unnecessary for the
Unit Operation hereunder, to such person and for such
-price as 1t spes fit-without reference to the Oper-
ating Comnittee.

(b) Unit Operator may dispose of any item of Major Mater-
1al which 1t deems to be surplus to the unit operations
at current market demand prices prevatling in the area

- without obtaining prior approval of the Working Interest
Owners. The Unit Operator will supply to each Working
Interest Owner every Six (6) months details of Major
Material deemed to be surplus or anticipated to become
surplus during the ensuing Six (6) months. Further,
any authority granted to the Unit Operator to dispose
of a Non-Operator's share of material shall be
revocable at the will of the Non-Operator.

(c)  Proceeds from the sale of Surplus Material shall be
credited to the Common Account,

Inventories 26.13

(a) Regular inventories of Controllable Material shall
be taken by an Inventory Committee appointed by the
Operating Conmittee and at intervals specified by
the Operating Committee; PROVIDED, HOWEVER, that con-
struction projects as. outlined in the budgat shall
be inventoried by the Inventory Committee within
one year of completion and coptes of any such in-
&?tory shall be furnished to all Working Interest

ners,

(b) Reconciliation of inventory with the Investment
Account shall be made by the Inventory Comwittee, and
2. 11st of overages and shortages shall be submitted
to the Working Interest Owners for their approval
within Sixty ?60)- days from the taking of such in-
ventory.

(c) Inventory adjustments shall be made by Unit Operator
with the Investment Account for overages and short-
ages but Unit Operator shall only be held accountable
to the Working Interest Owners hereto for shortages
resulting from lack of reasonable diligence.
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(d)

(e)

The expense of the Inventory Committee shall be
charged to the Common Account.

Any Working Interest Owner shall have the right at
any time to request in writing the taking of a
special inventory. The taking of such specia) in-
ventory shall be commenced within Fifteen (15) days
after the receipt of notice thereof. The expense
of Unit Operator's representative in conducting any
special inventory so requested shall be charged to
the separate account of the requesting Working
Interest Owner,
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PART XXVII

ELECTRICAL LOG
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RUNDLE PETROLEUMS LTD.

SUITE 1610 - BOW VALLEY SQUARE 2
205 - 5th AVENUE SW.
BOX 9002
CALGARY, ALBERTA T2P 2W4
PHONE: 263-7T1M1

October 19, 1978

(Er o o, s #9|
i R |
TO ALL WORKING INTEREST OWNERS
DALY UNIT NO. 1 R

DETROLLUM BRANHUH f

Gentlemen:

Re: Enlargement of Daly Unit No. 1
Unitization Order No. 24

To assist you in updating your copy of -

Plan for Unit Operation
Governing the Unitization & Management
Operation and Further Development of

Daly Unit No. 1

( Amended)

we are enclosing amendment sheets prepared in accordance with
noted order.

Yours very truly,

RUNDLE PETROLEUMS LTD.

e Cae

JASG:vs J.A.S. Gibson
Encl.




PLAN FOR UNIT OPERATION
GOVERNING THE UNITIZED MAWAGEMENT
OPERATION AND FURTHER DEVELOPMENT OF

DALY UNIT NO. 1.

( AMENDED)

October 20, 1970




PLAN FOR UNIT OPERATION
GOVERNING THE UNITIZED MANAGEMENT
OPERATION -AND FURTHER DEVELOPMENT OF
DALY UNIT NO. 1

Octoher 20, 1970
as amended Jan., 6, 1971
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* AMENDED
Effective September 1, 1978
Unitization Order No. 24

PLAN FOR UNIT OPERATION

GOVERNING THE UNITIZED MANAGEMENT

QPERATION AND FURTHER DEVELOPMENT OF

References to terms
and expressions

Definitions
"Accounting
Procedure"

"Common Account"

"Conservation
Board"

* "Effective Date"

"Gas

1.01

1.02

(a)

(b)

(c)

(d)

(e)

DALY UNIT NO. 1

Part 1

INTERPRETATION

This Plan shall be construed with reference to "The
Interpretation Act" and the terms and interpretation
of "The Mines Act" and regulations thereunder.

In this Plan unless the context otherwise requires:
"Accounting Procedure" means the rules, provisions
and conditions set forth in Part XXV1 hereof;
"Common Account" means the account set up and
maintained by Unit Operator on behalf of the
Working Interést Owners as provided in Part V111

hereof.

"Conservation Board" or "Board" means the 0il and
Natural Gas Conservation Board;

"Effective Date" means the hour of seven o'clock in
the forenoon, official time, on the first day of
July, 1971, except that with respect to the tract
19-5-10-28 WPM "Effective Date" means the hour of
seven o'clock in the forenoon, official time, on the
first day of September, A.D., 1978.

"Gas" means natural gas both before and after it has
been subjected to any processing and includes all

fluid hydrocarbons not defined as 0il;




"Investment
Account" (f} "Investment Account" means the account set up and

maintained by Unit Operator on behalf of the

Working Interest Owners as provided in Part X

hereof;




“Leases"

llo-i'lll )

- "Operating
Commi ttee"

"Outside
Substances”

- “Participating

Interest"

"Royalty Owner"

r(g)‘

"Leases" means severally and collectively the
petroleum and natural gas leases, petroleum

leases, natural gas leases, subleases, agreements

‘- -to grant a lease and any ¢other agreements whether

(h).

(1)

(3)

(k)

* similar or dissimilar to.ibe. foregoing covering

the lands described in Part XXII hereof;

"0i1" means crude oil and all other hydrocarbons

regardless of gravity, that are -or can be recovered

in liquid form from a pool. through a well by

_ordinary production methods;

"Operating Comnittee" means the committee created
pursuant to Part V hereof;

"Outside Substances" means all substances obtained

from any'sourcés other than the Unitized Strata

for injection into.the Unitized Strata;

“Participating Interest" means with respect to

- each Working Interest Owner the sum of the pro-

(1

Working Interest Owner, who has any interest in a

- ducts obtained by multiplying its respective

working interest in each Tract by the respective
Tract Participation of each such Tract;

"Royalty Owner" means a person, other than a

right to receive a portion of the Unitized Sub-

- stanges. or a portion of.the proceeds. from the sale
,théreof; inc]uding a reversionary interest, a

© royaltty interest reserved to.the lessors named in

~any lease, and -any overriding royalty interest, or

an interest in a payment under, or encumbrance on,




“Salt Kater
Disposal Well"

"Spacing Unit"

"Tract"
“Tract Part-
icipation”

"Unit Area®

“Unit Facilities"

(m}

a Lease that does not carry with it the right to
search for or produce the Unitized Substances;
"Salt Water Disposal Well" means those welis

drilled for the purpose of, or converted to, salt

' .~wéter'disposa1;

(n)

(0}

(p)

(r)

"Spacing Unit" means the area allocated by any

" governmental body having jurisdiction with respect
"thereto for each well drilled for the purpose of

‘producing 0il and Gas from the Unitized Strata;

"Tract" means each parcel-of land described as
such and given a Tract number in Part XXII hereof;

"Tract Participation" means.the percentage set

forth for each Tract in Part XXIV hereof;

"Unit Area" means and comprises the lands set

" “forth and described in Part XXII hereof and in-
.cluded within the-boundaries of the solid black

outline on the mep shown in Part XXIII hereof,
insofar as these lands relate to the -Unitized

Strata, excepting, however, those lands, if any,

shown cross-hatched in Part XXIII hereof;

"Unit Facilities" means all-tangible property of
every kind, nature and description-(excepting
Unitized Substances, Unit Operated Wells, rental
equipment and Unit Operator's exclusively owned
equipment) in the possession of Unit Operator

hereunder acquired from a Working. Interest Qwner

_ pursuant to the provisions -of Part X hereof,

together-wifh all facilities and equipment pur-



chased, constructed or acquired by Unit Operator
pursuant hereto;

“Unit Qoerated
Wells" {s) “Unit Onerated Wells“ means all wells (including

wells drilled for the nroduction of Unitized Sub-
stances, wells drilled for the purpose of water
disposal and wells drilled for the purpose of pres=-
sure maintenance operations or secondary recovery
operations) in the possession of Unit Operator
heréunder, whether acquired from a Working Interest
Owner or drilled by Unit Onerator pursuant to the
terms hereof, but excluding Unit Facilities in and
on the said wells;

"Unit Operator” (t) “Unit Operator" means the person appointed to
manage and conduct the onerations hereunder who
shall be a Working Interest Owner unless the
Operating Committee unanimously otherwise agrees;

"Unitized Strata" (u) ‘“Unitized Strata" means the Lodgenole formation,
(Souris Valley beds) of the Mississippian age under-
1ying the lands described in Part XXII hereof, as
same .as are shown on the electrical log of Rundle
Cruickshank Daly #14-4-10-28 in Legal Subdivision
Fourteen (14), of Section Four (4), Township Ten {10),
Range Twenty-Eight (28), West of the First (Ist)
Meridian in the Province of Manitoba between the
interval 2386 feet and 2696 feet as measured from the
Kelly bushing. The Souris Valley beds consists of

“submembers sometimes known as the Upper Daly, Middle



“Unitized
Substnaces®

llb!e] ] "

(v)

(w)

“Yorking Interest (x)

Owners"

Unit Name

(oeration as
A Unit

2.01

2.02

Daly (First Crinoidal), Lower Daly (Main Crinoidal)
Cruickshank Shale facies, Cruickshank Crinoidal facies,
Cromer Shale facies and Basal Limestone facies.
“Unitized Substances" means the 01l and Gas that

aré within or are nroduced from the Unitized Strata;
"Well" means any well within the Unit Area which

has been drilled to the Virden Souris Valiey Beds

of the Lodgepole Formation of the Mississippian Age
for the production of 0i1 and Gas which at some time
since being drilled has produced a minimum of one (1)
barrel of 0i1 per day for at least one month's
duration;

"Working Interest Owner® means a person who has the
right, in whole or in part, to search for and produce
and to appropriate the Unitized Substances, either
for himself or for others having an interest therein,
or for both, Qhether such right is derived from own-

ership in fee simple or from a lease.

PART 11
UNIT OPERATION

The name of the Unit shall be “Daly Unit No. 1%
(hereinafter sometimes call the "Unit“).

On and after the Effective date, the respective
interests of the Working Interest Owners and Royalty
Owners, in and to the Unit Area, the Unitized Strata
and the Unitized Substances, shall be unitized for the

purpose of carrying out in the Unit Area and the



Effect of Unit
Operation

Amandment of
Leases

Continuation
of Leases

2.03

(a)

e Ak e e

Unitized Strata any and all operations which may at
any time and from time to time be deemed necessary
or advisabie by the Operating Committee ?qr the pur-
pose of preventing weste, obtaining ultimately the
greatest possible recovery of the Unitized Substances
and accomalishing the more efficient and more econom-
ical development and production of the Unitized Sub-
stances under prudent and proper. operations and prac-
tices to tha end that all operations for drilling and
producing and all cther cperations in the Unitized
Strata mzy be conducted without regard to tha separate

Leases or boundary Vines of .separate Tracts wWithin

.the Unit Area and as though the Unitized Strata were

covered by a single Lease.subject to all the terms

-and conditions hereof,

Without Timiting its general effect, the unitiz-
ation shall have the following specific effects:
On and after the Effective Date; the terms and
provisions of the Leases are hereby amended to
the extent hecessary to make them conform to the

terms and provisions hereof and, the Leases as

-amended, shall continuz in full force and effect.

Any operations conducted with respect to the
Unitized Strata, or production of Unitized
Substances shail, except for the purposes of .
determining payments to Royalty Owners, be con-
sidered as operations upon or production from

each Tract and such operations .or production shall
operate to continue in force and effect each Lease
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Authority for
Operations

"Royalty Cuners
Hot CGbliged to
Pay Unitizatio
Costs etc.

2.04

2.05

n

as 1T such operations had been conducted and a
Well had 5ezn drilled on and was producing from

cacii Spacing Unit: or portion thereof coverad by

- each Leease,

The Working Interest Owners are hereby collect-
ively authorized to develon.and cperate ihe
Unitized Strata without regard to the separate
Leases or the boundary lines of separate Tracts
within the Unit Area, and to drill, use and pro-
duce such wells as the Operating .Committee deems
adventageous %o operations on or producticn from

the Unitized Strata, to abandon such walls as

- they deem unnecessary and in general to do all

other things that the Operating Committee deems
advisable for the purpose of accomplishing the
most efficient and most econcmical development
and operation of the Unitized Strata. Without
Himiting whe generality of the foregoing, the
Working Interest Gumers are hereby authorized to
inject 011, Gas, water, or other substances, or
any combination of them into the Unitized Strata
and from time to time to convert and use as in-
Jection wells any well now drilled or hereafter
drilled into the Unitized Strata.

Néthing contained in this Plan shall be construed
as imposing upon any Royalty Quner any obligation
to pay Tor any of the expanses of the unitization
herein provided for or for any of the costs and
expenses incurred in operations hereunder unless
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* AMENDED
Effective September 1, 1978
Unitization Order No. 24

such Royalty Owner is obligated to pay for the
same by the terms of any Lease.
PART 111
TRACT PARTICIPATION

* Determination of 3.01 The Tract Participation of each tract is shown in
Tract Participation
Part XX1V hereof and was determined as follows:

(a) With respect to all tracts, except for Tract Number
15-5 (hereinafter called "the enlargement tract"),
the sum of each of the following factors reduced by
multiplying by the difference of one (1) minus the
quotient of the tract participation for the
enlargement tract divided by 100, namely:

1.0000000 minus 0.0284181
(1) A current production factor - such factor is the

percentage calculated by dividing the 1969 o031l

production of such tract by the oil production

of all tracts during the same interval and

multiplying by forty one-hundredths (40/100),

plus ;

(ii) An average monthly oil production factor
penalized for water production, such a factor is
arrived at by:

(1) determining average monthly oil production
of the tract by dividing its cumulative oil
production to December 31, 1969 by the
number of calendar months since the well on
such tract first went on production, provided

that the first calendar month shall not be



counted as such unless the oil production
from the well on such tract for that

calendar month was greater than one-half (172}
of the oil production from such well for the
next succeeding month;

(2) calculating a fractional water cut for the
tract by dividing the water production for
the interval set out in paragraph (i) hereof
by the sum of its water and oil production
for the same period; PROVIDED THAT, with
respect to these tracts which did not
produce during the interval referred to, the
fractional water cut tract during the
consecutive twelve month period that ends
with the last recorded production by the
sum of such tracts water and oil production
for the same period;

(3) multiplying the average montly oil production
for the tract obtained in (1) by the fraction
one minus the water cut appropriate to the
tract as determined in (2);

(4) dividing the product obtained in (3) for the
tract by the sum of all products obtained
in (3) for all the tracts and multiplying
by sixty one-hundredths (60/100).

(b) With respect to the enlargement tract, namely Tract
No. 15-5, a factor arrived at by:

(i) Calculating the arithmetic average of the Tract

_8(3)_



Allocation
to Tracts

(i1)

Participations of the four unit tracts directly
and diagonally offsetting the enlargement tract,
namely tracts numbered 10-5, 16-5, 9-5 and 1-8;
Dividing the arithmetic average monthly 0il
production from the enlargement tract during

the interval September 1, 1977 to February 28,
1978, both days inclusive, by the sum of the
average monthly oil production from the
enlargement tract during the interval September 1,

1977 to February 28, 1978, both days inclusive.

(iii) Adding the arithmetic average tract participation

determined in (i) to the quotient determined in

(i1) and dividing the sum by two (2).

3.02 The total of the Tract Participations for all tracts

3.03

shall at all times egual one hundred {100%) percent.

This Part 111 is explanatory and the Tract

Participations shown in Part XX1V shall be deemed to

be correctly made in accordance with this Part 111,

PART 1V

ALLOCATION OF PRODUCTION

4.01 A1l Unitized Substances produced and saved shall



Delivery of
Unjtized
Substances
in Kind

Distribution
~Within Tracts

4.02

' be apportioned among and allocated to the several

Tracts in accordance with their respective Tract

Participations., The amount of Unitized Substances

-.s0 allocated to each Tract, and only that amount,

fegard]ess of whether it be more or less than the
amount of the actual production of Unitized Sub-

stances from the Well or Wells, if any, on such

‘Tract, shall for all-intents, uses.and purposes,

 be deemed to have been produced from such Tract.

The Working Interest: Owners entitled to the Unit-

{zed Substances allocated to each Tract shall have

the right to take such Unitized Substances in kind.

- Such Working Interest Owners shall have the right

to construct, maintain and operate within the Unit

Area all necessary facilities for taking production

- ..in kind provided the .same are so constructed, main-

4.03.

. tained and operated as not to interfere with unit
.- operations. Any extra expenditures incurred by

:Unit Operator.by. reason of .the delivery in kind of

any portion of the Unitized .Substances shall be
borne by the Working .Interest Owner receiving the

same.

The Unitized Substances allocated to each Tract

shall be distributed by the Working Interest (wners
of such Trag¢t among, or accounted for, to the. per-

sons entitled to share in the production from such

‘Tract in .the manner provided for in the Lease

*covering such Tract. The Royalty Owners shall

. . accept royalty calculated:.on the allocated pro-

- 10 -



Failure to
Take in Kind

4,04

. duction in full settlement, satisfaction and dis-

-charge of the obligation of any Working Interest

Owner to make royalty payments on Unitized Sub-
stances under their respective Leases.

To'the extent that any Working Interest Qwner

‘entitled to take and receive in kind any portion

of the Unitized Substances-shall fail to take or
otherwise adequately dispose.of the same currently

as and when produced, then so long as such con-

. ditions'continue, Unit Operator, as agent and for

the account and at the expense of such Working

Interest Owner may, and upon the:instructions of

' the Operating Committee shall, in order to avoid
~curtailing the operation of the Unitized Strata,

dispose of such production-and the: account of such

Working Interest Owner shall be credited therewith

as having received the same. The proceeds of the

.sale of the Unitized Substances so disposed of by

_.Unit Operator shall be paid to the Working Interest

.. Owner entitled thereto. The authority of the Unit

Operator to enter into contracts for the sale of

-. such production shall be limited to contracts that

‘are limited in time to the minimum needs of the

industry and in any event not exceeding one (1)

year. .Any Working .Interest.Owner not‘takihg in

:kind may revoke at will Unit Operator's authority

hereunder by notice in writing to Unit Operator and
by taking in kind all of its share of production
not previously contracted for sale.

-1 -




Over Production 4,05
- (a).

(b)

A proper and timely gauge shall be made of all tanks
delivered to Unit Operator to ascertain the amount
of 011 in such tanks as of the Effective Date, If

any wells producing into such tanks have made more

. than their cumulative production allowable as set

by the Conservation Board, the amount of such over-

production of 0i1 then in such tanks which has been

- produced from the Souris Valley Beds members of the

.Lodgepole Formation of the Mississippian Age shall

be deemed to be Unitized Substances. Except as
aforesaid the 0il in such tanks shall remain and

be at the risk of and be the property of the Working

Interest Qwner owning the same prior to the Effective

Date, .and upon request shall be delivered in kind to

such Working Interest Owner, or, in the absence of

such request, shall be sold by:Unit Operator for

the credit of and on behalf of such Working Interest

Owner at not. less than the prevailing wellhead price,
-and the proceeds thereof shall be paid by the pur-

~chaser directly to such Working Interest Owner.

If. any production in excess of the cumulative
production allowable of any Tract as'of the Effective

Date was sold prior to.the Effective Date, the Unit

. QOperator during the month or months next fol-

Towing the Effective Date shall withhold from

‘the Unitized Substances which, except for the

provisions of this subparagraph, would have been

-12 -



- Royalty on Qut~
side Substances

Use of Unitized
Substances

allocated to a Tract or Tracts from which the

011 sold was produced-in excess of the cumulative

(c)

production allowable, an amount equal to such
excess production on the Effective Date, and the

amount or amounts $o withheld shall be reallocated

.to all of’ the Tracts in -proportion to their respect-

ive Tract Participations. Such withholding and re-

allocation shall be continued until the full amount

rof any such excess production in respect to any

.. Tract or Tracts has ‘been withheld and reallocated.

No allowance shall be made to any interested person

* “for. any  under-production of 0il :from its Wells prior

;. to.the Effective Date.

. 4,06

4.07

If any-Outside-SubstanCe*is injected into the Unit-

~ jzed Strata, any 1ike substance contained in Unit-
jzed Substances subsequently:.produced and sold or

‘used for other than operations hereunder, shall be

deemed to be an Outside Substance until the volume
of such.Qutside Substance injected into: the Unitized

Strata is recovered. - No payments shall be due or

-payable'to Royalty Owners:on any substance which {s

deemed to be.an. Qutside Substance.
The Working Interest Owners may use as much of the
Unitized Substances (excluding 0i1) ‘as they deem

necessary for the operation-and development of the

--Unitized.Strata,.inc]uding. but not limited to,
“their injection into the Unitized Strata and in the

~ operation of any plant or plants handling Unitized

Substances. No royalty. or other payment shall be
-13 -



Operating
Committee

Representatives
on the Operating

Committee

~QOrganization
Meeting of the
Operating

- Committee

5.01

5.02

5.03
(a)

payable in respect thereto or in respect to Unitized

Substances unavoidably lost.. Such Unitized Substances

50 used, injected or lost shall be excluded in alloc-

~ ating production,

PART V

ORGANIZATION OF THE
UPERATING COMM

There'is‘hereby.created an Operating Committee which

shall be composed,of one representative of each Work-

ing Interest Owner designated as hereinafter provided,

Each Working Interest Owner shall, at least ten (10)

days prior to the Effective Date, designate by notice
in writing to the Chairman of the Conservation Board

the name and address of its: representative on the

Operating Committee and shall further designate an

-alternate representative, or alternate representatives

on.the Operating Committee who, in-the absence of the
designated representative, shall have the rights and
powers of such representative.  In the event any Work-

ing Interest Owner fails to designate-a representative

. on" the Operating Committee as aforesaid the Chairman

- of the Conservation Board shall designate the Working

Interest Owner himself .as such representative or in
the. case of a Working Interest Owner that is not a

natural person shall designate any member or officer

© of such Working Interest Owner as such representative,

The Chairman of the Conservation Board shall, at least

. five (5) days prior to the Effective Date, select the

. representative of a Working Interest Owner to act as

- 14 -



(b) -
(e},
Change of 5.04
Representative
Voting Interest 5.05.

“chairman pro tem of the-organization meeting of the

Operating Committee and shall forthwith forward the
name and address of each Working. Interest Quwner's re-
presentative, or alternate representative, or alter-
ﬁate:représentatives,'to the person so selected.

The Chairman pro tem of the Operating Committee shall

call and hold an organization meeting of the Operating

. Committee prior to the Effective Date.

- .. The Operating Committee, at such organization meeting

shall appoint the Unit Operator, and the chairman pro

tem of such organization meeting shall promptly notify

- the Chairman of the Conservation Board of such appoint-

ment and thereafter the representative of Unit Operator
shall act as Chairman.of each meeting.of the Operating

Committee without in any manner restricting or limiting

~ his rights to represent-Unit Operator as a Working

Interest Owner.

Each Working Interest Owner may change {ts designated
representative, or.designated alternate representative,
or alternate representatives, by notice in writing to
the Chairman of the Operating Committee and the Chair-
man of the Conservation Board. Nothing herein shall
preclude two (2) or more Working Interest Owners from

designating one (1) member on the Operating Committee

.to represent them and to vote and act for them thereon

and such member shall, if so required by his principals
cast his vote for each principal separately.

Eéch member of the Operating Committee, in voting on
all matters coming before the QOperating Committee,

- 15 =



- shall have a voting interest equal to the Participat-
ing Interest of the Working Interest Qwner represented.
Meetings 5.06 - The Operating Committee shall meet on the call of
Unit Operator, or attthe'request of a representative
of any Working Interest Quner. Unit Operator shall
-notify all members of the Operating Committee in
writing at least ten (10) days in advance of any
. meeting of the time and place. of .the proposed meeting,
and of the specific matters affecting-unit operations
which will be presented, discussed and voted upon at
such meeting, and no other matters shall be voted
:upoh at such meeting unless each Working Interest
Owner is represented thereat and agrees that such
further matters may be voted upon,
Voting by 5.07 Any member of the Operating Commitiee not represented
Telegram, etc. .
“at any particular meeting may vote, by ietter or
telegram addressed.to and received by the Unit Operator
prior to the hour fixed for the meeting, on any
question presented thereat of which i1t has been
notified, Members so voting shall be considered
present as regards such matters on which they so
vote, but not for other purposes.
Polls 5.08 Any question within the province of the Operating
Comnittee to decide may be determined in the absence
of a formal meeting by a poll of all of the individ-
ual representatives. If such poll is taken it shall

be conducted by the Unit Operator, either by letter

- 16 -



* Minutes of
Proceedings

5.09

* AMENDED

Effective September 1, 1978
Unitization Order No. 24

or telegram, and he shall keep a written record of

the results and report the resuits thereof to the
Working Interest Owners within a reasonable time,
either by notice in writing to each of them, or by
report to them at the next meeting. The voting
interests necessary to act upon and determine matters
or questions submitted by letter or telegram shall be
the same as otherwise herein provided for. Such vote
shall be made within not less than fifteen (15) days
of the giving of such notice; PROVIDED, THAT, any
failure to vote within the stipulated time, shall be
considered as an affirmative vote.

Unit Operator shall keep minutes of the proceedings of
the Operating Committee and a copy thereof shall be
forwarded to each member thereof. Such minutes need
not be a verbatim record of all the proceedings, but
shall show the names of the representatives present

at the meeting, all motions and resolutions offered

or acted upon, together with the result of such action
and such other formal action as may be taken by the
Operating Committee. Unless within forty-five (45)
days of the date of mailing of the minutes a member of
the Operating Committee advised Unit Operator of an
error or omission or otherwise in such minutes, such
minutes shall be deemed conclusively to be correct for
all purposes. The Unit Operator shall mail out the
minutes of each meeting to each member of the Operating

Committee within 30 days of the date of such a meeting.

- 17 -



PART V1
POWERS AND DUTIES OF

THE OPERATING COMMITTEE

Voting 6.01 The Working Interest Owners acting through the
Operating Committee and Unit Operator shall carry out

the purposes of this Plan and shall determine and decide



Quorum

Rights Granted-

the Operating
Comnittee

6.02

6.03

all matters by concurring vote of members of the
Operating Comnittee representing at least two (2)

working Interest Cwners cwning at least seventy-

five (75%). percent of the Participating Interests
.- and such-vote shall be binding on all Working

. Interest Cwners; PROVIDED, HOWEVER, that any ab-
- stention or otier failure to vote shall be con-

- 8idered as an affirmative vote.

At any meeting of the Operating Committee & quorum

-shall consist of the representatives personally pre-

sent of not less than two (2} of the Working
Interest Owners having, :in- the aggregate, seventy-
five (75%) percent or more of . the total Partici-
pating Interest.

A1l rights, powers, privileges and duties here-

“under not specifically delegated to Unit QOperator

or reserved to the individual Working Interast

- OQwners are. hereby granted.collectively to the

Operating Committee. Without iimiting the gen-
erality of the foregoing, the following rights
and powers are granted to:the QOperating

Committee:

- 18 -




(a)

(b)

(c)

(d)

(e)

()

To instruct Un;t Operator concarning ali unit oper-
ations -for the production oF Unitized Substances;

To approve or disapprove the drilling of additional
wells to the Unitized Sirata either for the produc-
tion of water, Unitized Substances or for injection
purposes;

Subject to the rights of .Unit Operator pursuant to
Section 7.04 hereof, to apsrove or disapprove in
whole or in part each and every estimate and item of
expenditures submitted by Unit Operator, except those
that ware included in a previous ap;roved budget;

To appoint an Audit Committes to represent all Work-
ing Interest Cuners, to arrange prover annual audits
of the accounts of Unit Operator with respact to the
operation and development of the Unit Area, approve
or-disapprove the same and maka avaiiable to the

Working Interest Cuners the results of such audit;

To fill any vacancy occurring in the position of Unit

Operator; PROVIDED, THAT, no Unit Operatcr shall vote
to succeed itself in the position of Unit Operator;
To represent, or determine wno shall represent, the
Working Interest Cwners before any governmental body

having jurisdiction with respect to matters pertain-

“ing to unii operations; PROVIDED, AOWEVER, that this

~shall never be construed as authorization to speak

on behalf of any Working Interest Cwuner dissenting
from the views to be expressad or to prevent éany
Working Interest Owner Trom presenting fts own view
on such matters;

- 19 -



Powers and
Duties

(g)

(h)

(1)

* (3)

* AMENDED
Effective September 1, 1978

Unitization Order No. 24

To appoint and grant powers to such committees as
they may deem proper and requisite;

To approve an annual budget as in Section 8.04
hereof provided;

To approve the method of disposal of surpius Major
Material;

To amend Part XXV1 thereof from time to time whether
in whole or in part, PROVIDED THAT, tow copies of any
amendment changing the charges to be made by Unit
Operator under Section 26.07 (k) hereof shall be
filed with the Conservation Board.

PART V11

POWERS AND DUTIES OF UNIT OPERATOR AND

7.01

(a)

CHANGE OF UNIT OPERATOR

Unit Operator shall, subject to the provisions hereof
and orders given or imposed by the Operating
Committee as herein provided;

Have exclusive charge, management and control of

the development, operation and production of the
Unitized Strata, and shall have the right and duty

to conduct all operations in connection therewith
including, but not 1imited to the following: the
drilling, operating, maintaining, repairing,
suspension and abandonment of all Unit Operated
Wells whether for production, injection or water
supply, including wells drilled after the date hereof
and wells taken over under the provisions hereof;

and the installation, construction and operation of

- 20 -




Hiring of
Employees

(b)

A{e)

(d)

(e)

7.02

Unit Facilities of whatsoever character necessary

or convenient for the conduct of operations hereunder;
Conduct operations in a good and workmaniike manner
and in the absence o7 specific instructions from the
Operating Committee shgll have the right and duty to

act in accordance with whati a prudent operator would

“do under the same or similar circunstances;

Keep true and correct bocks, wccounts and records of
its operations hereunder, and shall furnish to each
Working Interest Owner, on or before tne fifteenth
(15th) day of each month, & statement of the amount
of production from the Unitized Strata, sales and
tnventory during the preceding calendar month;

Keep the lands and leases used in connection with
unit operations free from iiens and encuimbrances
occasioned by its operations, excepting the lien of
Unit Operator granted hereunder and excepting liens
in connection with-which there is a bona fide dispute;

Freely consult with the Cperating Committee and keep

-1t advised of all matters arising in connection with

unit operations, which Unit Operater, in the exer-
cise of its best judgment, considers important, Unit
Operator shall furnish to the members of the Operat-
ing Committee such reports in connection with unit
operations as the Operating Commiitee may direct.
Unit Operator-shall fix the number of, hire and
dismiss and pay and supervise &l employses reguired

for the operations hereunder and shall determine the

- 2] -




Letting of 7.03
Contracts

* Unit Operator's 7.04
Authority for
Expenditures

* AMENDED
Effective September 1, 1978
Unitization Order No. 24

hours of labour and compensation to be paid to such
employees. Such employees shall be the employees
solely of Unit Operator.

Unit Operator shall let all contracts for the drilling,
reworking, deepening, plugging back of, or other
operations in connection with any Unit Operated Well
on a competitive basis at the usual rates and terms
prevailing in the area; PROVIDED, HOWEVER, that Unit
Operator shall have the right to use its own
equipment in carrying out such drilling, reworking,
deepening, plugging back of, or other operations in
connection with any Unit Operated Well;

In addition to any expenditures which Unit Operator is
pecifically authorized to make, Unit Operator is
authorized to make an expenditure not in excess of
Ten Thousand ($10,000.00} Dollars, in respect to any
single undertaking without the approval of the
Operating Committee, or such other amount as may

from time to time be approved by a vote of the
Operating Committee, PROVIDED THAT, two copies of

any such amendment approved by the Operating Committee
shall be filed with the Conservation Board. Unit
Operator may, without approval of the Operating

Committee, take such action and make such expenditures

for the Common Account as it may deem necessary in

order to protect 1ife or property. Within fifteen (15)
days after taking any such action or making such
expenditures, Unit Operator shall advise the

Operating Committee of such action and expenditures.

- 92 .




Unit 7.05 Unit Operator shall continue to have all the rights,
Operator to

Have Rights duties and liabilities of a Working Interest Owner
of Working
Interest Owner in addition to its rights, duties and 1iabilities as

Unit Operator as long as it continues to own a




Change of
Operator

‘Release from
Duties

Surrender of
Operating
Rights

7.06

(a)

(b} :

(c)

7.07

7.08

~working interest in the Unit Area.

Unit Operator:
Shall forthwith cease to act as Unit Operator in the

event it should become bankrupt or insolvent, or

'make any general -assignment for the benefit of

creditors;

May be removed as Unit Operator by an affirmative
vote of members of the Operating Committee repre-
senting Working Interest Owners, other than Unit

Operator, who own at least eighty-five (85%) percent

. of the remaining Participating Interests;

May resign at any time upon one hundred and eighty
{180) days' written notice to the Operating Commit-
tee and to the Board.

In the event of a removal or resignation of Unit
Operator pursuant to paragraphs (b) or (c) of

Section 7.06, Unit Operator shall be released from

its duties and obligations hereunder at the hour

of seven o'clock in the forenoon, Central Standard
Time on the first day of the calendar month
following the expiration of one hundred and eighty

(180) days from the date of delivery of notice of

. such removal or resignation, or such earlier date

as a successor Unit Operator shall have been

- .designated by the Operating Committee, and shaill

have assumed-the duties of Unit Operator.

At the effective time of the release from its
duties of any Unit Operator, or upon the selection
of a successor Unit Operator, the preceding Unit
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Selection of
Successor Unit
"~ Operator

Audit

7.08

7.10

Operator shall surrender possession of, and delivery

_to, the successor Unit Operator the exclusive charge,

management and control of the development, cperation
and production of the Unitized Strata and &1l Unit
Operated Wells, Unit Facilities, common funds in the
possession of Unit Operator and all production, if
any, which has not theretofore been delivered in
kind, or sold, copies of all pertinent books of
account and records of the unit operations and all
documents, agreements and other papers relating
thereto. Upon the transfer and delivery thereof,

the preceding Unit Operator shall be released and

‘discharged from and the successor Unit Operator

shall assume all duties and obligations of Unit
Operator hereunder except the unsatisfied duties

and obligations of the preceding Unit Operator

-accrued prior to the effective time of the change

of Unit Operator and for which the preceding Unit

~ QOperator shall, notwithstanding its release or

_discharge, continue to remain Tiable.

Forthwith upon the removal or resignation of Unit

‘Operator, or at any time when there is no Unit Opera-

tor, the Operating Committee shall select a succes-
sor Unit Operator to take office contemporaneously
with the effective time of the releese from its
duties of Unit Operator.

The Operating Committee shall cause an audit of

the accounts of the preceding Unit Operator with res~
pect to the operation and development of the Unit

- 24 -




~ Area .to .be made forthwith to the effective time
of the appointment of a successor Unit Qperator.
PART VIIT
EXPENDITURES AND LIABILITIES

Common Account 8.01 Unit QOperator shall set up a Common Accauunt on behalf
of the Working Interest Owners for all costs and ex-
penses incurred by it and &ll monies received by 1t in

“connection with the development and operation of the

_Unit and all of the said costs and expenses shall be

~charged,. and all of the said monies shail be credited
to the Working Interest Owners in accordance with the
provisions hereof.

Charges to 8.02 Subject to the other provisions hereof, all costs,

Common Account ,
expenses and liabilities, whether contractual or
tortious, incurred by‘Unit Operator on account of
the operations hereunder shall be for the Common
Account and shall be borne by the Working Interest

Qwners in proportion to their respective Participating

- Interests.
Unit Operator ’ 8.03 Unit Operator shall initially pay and discnarge ail
to Make Initial :
Payment " costs and expenses incurred in the operations here-

under. Unit Operator shall bill each Working Inter-
est Qwner for its share of all costs and expenses
and each Working Interest Qwner shall reimburse Unit
Operator for its share of such costs and expenses in
accordance with the provisions of Part XXVI hereof..
Each Working Interest Owner shall pay a1l such bills
within thirty (30) days after receipt thereof, and
should any Working Interest Owner fail to pay its
“ 25 o



Annual Budget,

etc.

8.04

proportionate share of such costs and expenses with:in

the said thirty (30) day period, the same shail, at

“Unit Operator's discretion bear interest at tne rate

of §ix (6) percent per annum from the end of the saic

‘period until paid, which interest shall be for Unit

Operator's sole account, and Unit Operator shall have
the right at its option at any time therzafter, such
default continuing, to enforce the lien hereinafter
provided for upon the respective interests of such

Working Interest Owner.

.As soon as practicable after the Effective Date here-

of, Unit Operator shall prepare a budget of estimated
costs and expenses for the period from the Effective
Date to the 31st day of December A.D. 1971 and on or
before the first day of each November after the
Effective Date shall prepare a budget of estimated
costs and expenses for the ensuing calendar year.

Such budget shall set forth the estimated costs and

-expenses by quarterly periods. Budgets so prepared

shall be.subject to adjustment and correction by tha

Working Interest Owners from time to time whenever it

shall appear that an adjustment or correction is

proper; PROVIDED, HOWEVER, that is Unit Oserator’s

.. total expenditures for the year are within ten {1C’

- percent of those costs and expenses approved in any

budget, such expenditures-shall be considered as hav-

ing been approved. A copy of each such budget and

adjusted budget shall be promptly furnished each

©. Working Interest Owner,

Approval of the budget by the Working Interest
- 26 -



Advances to 8.05
Unit Operator
- Capital Fund

Advances to 8.06

~--Unit Operator
‘= Operating Fund

T

‘Owners shall constitute authorization to the Unit

Operator to make the expenditures therein detailed.

.Unit Operator, in lieu of advancing monies for the

capital expenditures of unit operations may, at its

-election, require the Working Interest Owners to

advance their respective proportionate share of such
capital expenditures by submitting to each Working
Interest Owner on or before the last day of each
calendar month an estimate of such capital expend-
ftures for the succeeding calendar month based on

an .approved budget of estimated costs and expenses

. or authority for expenditure together with a request

- for payment of such proportionate share. Within

fifteen (15) days from the receipt of such request

~each Working Interest Owner shall pay its proportion-

ate share to Unit Operator. If any Working Interest
Owner defaults in respect to such request for payment,

the same shall, at Unit Qperator's discretion, bear

:interest at the rate of six (6%) percent per annum
from the end.of the said fifteen (15) day periocd until
paid, which interest shall be for the Unit Operator's
- sole account., The accounts between the Working

. Interest Owners shall be adjusted to actual costs by
. Unit Operator in the month's statement following the

.- month covered by. the estimate.

Unit Operator, in lieu of advancing monies for the

costs and expenses incurred in the maintenance and

operation of the Unit Area may, at its election,

require the Working Interest Owners to advance their
- 27 -



- Unit Oper-
. ator's Lien

respective proportionate share.of such costs and

“expenses. by submitting to each Working Interest

Owner on or before the last day of any calendar
month ‘a request for an operating fund equal to one-
twelfth (1/12th) of the expenses as approved in the
annual budget of estimated expenditures for the unit

operation.. Within thirty (30) days from the receipt

. of such request, each Working Interest Owner shal}

pay .its proportionate share to Unit Operator. If any

- Working Interest Owner defaults in respect of such
‘request for .an operating fund, the same shall, at

~ Unit .Operator's discretion, bear interest at the rate

of six (6%) percent per annum from the end of, the
said thirty (30) day period until paid, which inter-

est shall be for the Unit Operator's sole account.

. After the establishment of this operating fund, which

will be separate from that required in Section 8.05

. hereof, and which shall at no time exceed one (1)

month's estimated expenditures, each Working Interest

.. .Owner shall remit to the Unit Operator its propor-

. tionate share of each month's actual billing within

8.07

- thirty (30) days of receipt, thus maintaining the

operating fund intact. The adequacy of the fund in

relation to current expenses will be reviewed

. annually or.more often upon request by a Working

Interest Owner and adjustments made as required.
Unit Operator shall, subject to sub-section (4) (k)
(1) (A) and (B) of Section 76 of "The Mines Act",
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"have a lien upon the interest of each Working Inter-

.est Owner in any unsold Unitized Substances, upon

the proceeds of the sale of any Unitized Substances,

'aﬂd'upon the interest of each Working Interest
Owner in the Unit Facilities and upon the title
“of . each Working Interest Owner to and in the Unit
‘Area and the Unitized Strata. Such lien shall have

~priority over any lien by any Working Interest Owner.

In the event of the failure of any Working
Interest Owner to pay its share of the costs and
expenses .incurred hereunder when due, as provided

herein, Unit Operator shall be'entitied at any time,

. and from time to time, to collect and receive the

proceeds of the sale of all or any part of such

Working Interest Owner's share of the Unitized

. Substances, including the proceeds from previously

‘executed sale contracts made by or for such default-

ing Working Interest Owner. Unit Operator shall

.apply all such sums so collected against the default-

ing Working Interest Owner's unpaid bills, the excess
of such proceeds over the unpaid bills, if any, to

be paid to the Working Interest Owner entitled there-

. to and all sums so applied shall be considered as

received from such defaulting Working Interest Owner

within the meaning of the provisions contained in

. Section 8.08 hereof relating to contributions by

the other Working Interest Owners to Unit Operator

in the case of default in payment when due. Unit

Operator may likewise take any other credit due any
-29 «



Contributions

8.08

to Unit Operator -

Upon Failure to
Collect Certain
Debts ‘

such defaulting Working Interest Owner pursuant here-

to and apply the same against amounts due from such

.Working Interest Owner. The rights granted to Unit
“Operator.in this Section shall not be construed as

- exclusive remedies but shall be in addition to all

rights, privileges and remedies afforded Unit Oper-

~ator by other provisions hereof and by law. Service

of a true copy of this Plan shall constitute written
authorization on the part of such defauiting Working
Interest Owner for such purchaser fo pay the proceeds
from such sale to Unit Operator during such default,
but such purchaser shall not be considered as having
been notified of such authorization prior to the time
of such service. Books and records kept by Unit Oper-
ator with respect to operations hereunder shall con-

stitute conciusive proof of the existence or non-

.existence of any such default insofar as the right

of Unit Operator to collect proceeds from the sale
of all or any part of the defaulting Working Interest
Owner's share of the Unitized Substances is concerned,

subject, however, to all rights of inspection, ver-

“1fication and audit provided herein.

If Unit Operator shall not have received full reim-

bursement for any indebtedness that may become due

-and payable by any Working Interest Owner to Unit

Operator after reasonable efforts by Unit Operator
to obtain such reimbursement, each of the Working
Interest Owners, upon the request of Unit Operator,
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Pre-unit
Expense

Commingling
of Funds

8.09

shall, unless contrary to any then existing law,

- contribute to the reimbursement of Unit Operator

the portion of any such unsatisfied amount equal
to the portion that such Working Interest Owner's
Participating Interest bears to the total Partici-
pating Interests of all of the Working Interest

Owners exclusive of the Participating Interest of

‘the defaulting Working Interest Qwner; and thereupon,

each Working Interest Owner so contributing shail be
proportionately subrogated to Unit Operator's rights
and lien under Section 8.07 hereof.

Each Working Interest Owner shall pay a part of the

reasonable cost, as approved by the Operating Com-

" mittee, of unitizing the Unit Area in proportion

8.10

to its Participating Interest hereunder.

No funds received by Unit Operator hereunder need

‘be segregated by Unit Operator or maintained by it

as a joint fund but may be commingled with its own
fuhds.
PART IX

RESPONSIBILITY FOR PAYMENTS

9.01 Each Working Interest Owner shall pay or be respon-

sible for the payment of and shall indemnify ail other

Working Interest Owners, including Unit Operator,

-against any liability for any Lease rentals, taxes

(excepting any taxes assessed on Unit Facilities
which shall be paid by Unit Operator and charged te
the Cowmon Account), royalties, overriding royalties,
o1l payments, net profit contracts and all payments
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Delivery of

Wells

out of, or burdens on, the Lease or Leases and
Tracts contributed by §t and received into the

Unit Area.

PART X

'DELIVERY OF WELLS AND EQUIPMENT

10.01

INVESTMENT ACCOUNT

Each Working Interest Owner shall, as of the Effec-
tive Date, contribute to the Working Interest Owners,
acting through Unit Operator, the exclusive use for
all purposes of all of its Salt Water Disposal Wells
shown listed in Part XXI hereof which, in the opin-
jon of the Operating Committee, are in bona fide use
as of the Effective Date and all wells, both active
‘and inactive, that it has in the Unit Area, together
with all information, or true copies thereof, that
it has obtained-in connection with the drilling,
testing, comnleting and operating of said contributed
wells, such as drilling logs, electrical logs, records
of coring, testing and special work of every nature,
laboratory analyses, records of the amount of pro-
duction obtained and all other information pertinent
‘to the said wells and Leases of the Working Interest
Owners. Each Working Interest Owner shall also con-
tribute to the Working Interest Owners, acting through
Unit Operator, without compensation, the non-exclusive
use of roads, dikes, ditches, fire walls, pits, and

fences it holds in connection with its operations

~in the Unit Area.
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Warranty

10.02" Unit Operator shall, within sixty (60) days of
- - the delivery of any well, or wellsite and operating
. equipment, carry out such tests as may be necessary
*"to determine its mechanical condition as of the

"Effective Date and, in the event any such well or

wellsite and operating equipment is in sound

mechanical condition it shall be accepted by Unit

.Operator and thereupon become a Unit Operated Well,

. or Unit Facility. In the event that any such well

or wellsite and operating equipment is not in sound

mechanical condition a§ determined by the Operating

. .Committee, the Working Interest Owner who contributed
- such well or wellsite and operating equipment shail,

“within thirty (30) days after being requested to do

so by Unit Operator as instructed by the Operating

‘Committee, install the equipment necessary to place

;. such well or wellsite and operating equipment in

sound mechanical condition or pay to Unit Operator,

-for-the credit of the Common Account, in cash, the

.cost of purchasing and/or installing such equipment.

- Within sixty (60) days of the delivery of any
roads, dikes, ditches, fire walls, pits, and fences
Unit Operator shall determine which of them, if any,
require additional expenses in order to permit effic-
ient operation or to comply with government regula-
tions or to honour surface leases. Unit Operator

shall prepare an estimate of expenditure and after

- approval of the Operating Committee, the Working

Interest Owner who contributed the properties at
- 33 -



Controllable - 10.03
Material

fault shall perform the work at its own cost and

- expense, or 1f such Working Interest Owner elects
‘not to perform the work it shall be done by Unit

" Operator and charged to the Working Interest Owner

at fault.
As of the Effective Date all wellsite and operating

‘equipment and salt water disposal facilities in, on

and serving the Unit Area used in the normal oper-

- ation of the Unit Operated Wells as required by the

Operating Committee shall be delivered to and taken

over separate and apart from the unitization of the

.working interests and production affected herein and

shall become Unit Facilities.

Wellsite and operating equipment shall include
by way of example, "Controllable Material” as herein-
after defined, but shall not include warehouses,
warehouse stocks, lease houses, camps and office
buildings, automobiles and other service equipment
which shall remain- the separate property of the
several owners thereof.

‘For the purposes of this Part X “Controllable

" Material" shall be all material from time to time

. classified as such by the Operating Committee, but

shal] exclude surface and production casing, casing

bowl. and casing hanger and flow lines.



Appointment of
Inventory
Commi ttee

10.04 The Operating Committee shall appoint an Inventory

Committee for the purpose of making an inventory

"of the Controllable Material taken over by Unit

Operator.  Each Working Interest Owner, upon request

by the Inventory Committee, shall submit to the
" Inventory Committee promptly a complete inventory in
- writing of all said Working Interest Owner’'s
" Contro]lable Material so delivered to Unit Operator
~“and"a description of the condition of each item at
‘the time of such delivery. In the event a Working
.Interest Owner has failed to supply such inventory
""as aforesaid, the Inventory Committee shall proceed
.to 1nventory such Working Interest Owner’'s Con-
..trollable Material and shall supply such Working
“Interest Owner with a copy thereof which shall be

"binding upon such Working Interest Owner unless it

protests or questions such inventory within fifteen

(15) days of the receipt thereof. Said Inventory

Committee shall take promptly an inventory of all
-said Controllable Material and check the same against

"the aforesaid inventories furnished by the Working

Interest Owners. Such inventories shall then be
priced at current new price, as defined in Part XXVI,

by the Inventory Committee and submitted to the

‘Operating Committee, who will determine the percent-

age of current new price which should be attributable
to such Controllable Material. Copies of these
priced inventories will then be furnished to all
Working Interest Owners for their approval.
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Working 10.05 Upon approvdl of the priced inventories report hyl
Interest :

Owner's Inftial the Operating Committee, each Working Interest Owner
Share in Unft
Facilities shall have, subject to Section 10.07 hereof, an

initial share in the Unit Facilities which is equal
to the proportion (expfessed as a percentage) that
the value of the Controllable Material delivered by
it to Unit Operator is to the total value of all
Controilable Material delivered by all of the Work-
ing Interest Owners to Unit Operator.

Investment . 10.06 Unit Operator shall set up an Investment Account

Account ,
' for Unit Facilities which shal) be calculated at
the end of each calendar year and shall be;

{a) The total value of all Controllable Material del-
~ivered by all of the Working Interest Owners to Unit
Operator pursuant to this Part X; plus

(b}  The total value of all Controllable Material sub-

| sequently acquired for the Unit, thé cost of which
shall be borne by the Working Interest Owners in
accordance with their respective Participating
Interests; less

(c)  The total value of all Controllable Material sub-
sequently sold, junked or otherwise disposed of.
For the purposes of calculating the Investment
Account, Controllable Material which has been sold,
Junked or otherwise disposed of shall be given the
same value as it was given when it was originally
delivered to or acquired by Unit Operator. At the

end of any calendar year the Investment Account
-36-
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shall be the net of paragraphs (a) plus (b) Tess {c)
of this Section 10.06.

Horking 10.07 Each Working Interest Owner shall have a net credit
Interest

Owner's Share in the Investment Account which shall be the value
in Investment

Account of all Controllable Material delivered by it to Unit

Operator, plus its share of the value of all Controli-
able Material subsequentiy acquired for the Unit,
less its share of the value of Controllable Material
sold, junked or otherwise disposed of from the Unit.
The relationship, expressed as a percentage, between
each Working Interest Owner's net credit and the sum
of the net credits of all Working Interest Qwners
shall be its percentage share of the Investment
Account, Such percentage shall be carried to five
decimal places and rounded to the nearest four deci-
mal places and shall be'calculated at the end of

each calendar year.

Proceeds from 10.08 Notwithstanding the provisions of Part VIII hereof
Disposal of
Unit. Facilities the proceeds from disposai of Unit Facilities

whether Controllable Material or otherwise up to

the end of the first calendar year shall be credited
to each Working Interest Owner in accordance with
its respective initial percentage share established
under Section 10.05 and, thereafter, such proceeds
shall be credited to each of them in accordance with
their respective percentage share calculated in

- accordance with Section 10.07.
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List of 11.01
Easements, etc,

Unit Operator 11.02
to Advise Surface
Rights Required

Surrender of 11.03
-Surface Rights

PART X1
SURFACE RIGHTS

As soon as reasonably possible after the Effective
Date, each Working Interest Quwner shall submit to
Unit Operator a list of all easaments, rights-of-
way, surface leases, rights-of-entry and other
surface rights which it holds and which are re-
quired in connection with unit operations together
with particulars thereof, including rentals payable,
if any.

Unit Operator shail, as soon as reascnably possible
after the receipt of the aforesaid lists, advise
each Working Interest Cwner in writing which, if any,
of its said surface rights will be required for

the operations hereunder. Each Working Interest
Owner shall, upon request in writing by the Unit
Operator, assign such rights to Unit Operator.

Any such assignment shall, unless contrary to any
then existing law, contain a provision permitting
the assignor of the same the use thereof for explor-
ation and production operations for strata other
than the Unitized Strata without interfering with
unit operations.

Unit Operator may also from time to time surrender
said surface rights, or any of them, that are no
longer required for the operations hereunder,
provided that Unit Operator shall have cleanzd up
the surface to the satisfaction of any governmantal
body having jurisdiction with respect thereto and;
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Surface
Charges to
Comnon Account

Fee Simple

Unit Operator
May Acquire
Additional

Surface Rights

. PROVIDED, FURTHER, that Unit Operator shall give

the Working Interest Qwner who assigned the seme
sixty (60) day's notice of surrendering such surface
rights and such Working Interest Quner mzy elect

to receive from Unit Operator an assignment of such

--surface rights. Any surface rights not required

11.04

for the oparations hereunder may be heid or
disposed of by the Working Interest Quner holding
the same in such manner as it may deam fit.

After the Effective Date hereof all costs of surface

. rights required for the operations hereunder and all

11.05

11abi11ties accruing in connection therewith shall
be for the Common Account.

Where a Working Interest Qwner hoids in fee simple
surface rights used in connection with the Unit or

where a Working Interest Owner has made arrangements

- with the cwner of any such surface richts for the

11.06

use of them without cost to such Working Interest
Owner, Unit Operator may use the same, providad

that such Woriing Interest Owner shall be entitied to
receive as rental therefor an amount ccmmensurate
with rentals paid for other surface rights of a Tike
nature in the Unit Area. '

Unit Operator shall also have the right to acquire
such additjonal surface rights as are necessary

for the cperations hereunder, and the expense
thereof, including rentals, shall be charged to

the Common Account.
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‘Liability for
Loss of Title

12.01

Unit Cperator may also, with zpproval of the
Operating Cemmittee, entor into an agrocmont with
any lorking Interest Cumcr for the richt $0 share
in thz use of such Working Intercst Gumar's surface
rights on a basis to .be mutually cgread upon botuesn
them, end tha cost thersof o3 50 zgrend chall be
chargad to the Common Account. Unit Opercior nay
also, with the zaproval of tne Ozorating Cszﬁittce
enter into cgrecmonts with any of the Worizing Inter-

est Ouners or other perscns for the non-exciysive

- use and partial maintenance of any roadiays, access

road, or similar.surface right and the cost or
proceeds thereof shall be charged or credited to the

Common Account.

PLRT X11
- IMDEMIITY

In the event any Working Interest Ciner does mot

. have the right to develop and operate any Tract in

which such Working Interest Cuner claims to have &

working intersst insofar as such Tract corprises the

Unitized Substances, any 1635 rcsulting therefrom

shall be bornz by the centributing Heorkiny Intercst

Quner-and to thet end, such Working Interest Caner

_shall indemnify end hold harmiess Unit Cperator and

all other Working Intercst Cuners from any and all
liability, loss,.cost or damage sustained by them

and resuiting from the failure to have such pright;



Maintenance
of Leases

12.02

PROVIDED, HOWEVER, that to the exteat that such
liability, loss, cost or damage is based upon the
value of the Unitized Substances produced from such
Tract, such indemnity shall be limited to an amount
equal to the value of that portion of Unitized Sub-
stances allocated hereunder te such Tract.

Each Working Interest-Owner shall do all necessary
acts and things and make ali paymenis required in
order to maintain the Lease or Leases covering the
Tracts contributed hereto by it in full force and
effect during the term hereof, excepting only oblig-
ations arising out of or accruing with respect to
the ‘Unitized Strata and not required to be performed
by such YWorking Interest Owner; PROVIDED, HOWEVER,
in the event any Working Int@rést Cancr shall fail
or retuse Lo do any act or thing or meke any pay-
ment reguired as aforesaid, Unit Operator, on behalf
of and for the Commen Account, shail have the right
to perform such act or make any such paymant so
required as aforesaid, and thereupon any monies
expended by Unit Operator in cosnzction therowith
shall be charged to the account of such Working
Interest Cwner, and Unit Operator shall have the
same rights and privileges with respoct to enforcing
the payment of such amounts cwed by such Working
Interest Cuner as ere given to Unit Operator with
respect to any other amgunt cwed by a Working

Interest Ouner ¢o Unit Operator hercundar,
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Li&bility for
Lcs of Title

o Hellsite and
Cteruting
Eeuipment

Titles
G ttee

12.03

13.00

Each Horking interest Cuner chall be iiable @0
each other Horking fngarast Cmav, including Uait

-

gperator Voi iy and a1 1iehIDILY, 1055, cott of

- damage gustainad by then and sosutiing Tril IR

claim or any Cause of action arising in conieguence
of any failure or doFigioncy in such Working Inter-
est Cuner's titie to any W 1tsite and opzrating
eguipmznt, OF otrer facility takon Guar by Unit
Operator, oF in conseguaonce of any action of such

Working Interest Coner With respect thoreto.

siay 4111

ppRaoYAL OF TITLES

There shall &2 & Titlcs Commit ez appointed by the
Operating Cenmittze which shzll excaine the titles
to all Tracts in the Unit Ardd. Eech Hovrking Int-
erest Cuner in ghe Unit Avaa shall, uon roegues
submit to fhe Titles Comnitton &l other titie data
and'informatien as may be recucsted by the Titles
Commitice ar acting the titie 0 i%s Teacts within
the Unit Area. The Tities Conmnitiee shail in
writing, end within & reasonoable Tim2, racoroend
to the Cpare ng Committed tha anprovai of dis-
approval of ti¢ie documanis cubmitied to them
pursuait o i Section. URGA o zoceptence oF
the recorronaction gf the Tities cermittea by tha

£

Operating Corai tree, the title documsnis accepted
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Disputes and
Non-approved
Titles

14.01

(a)

(b)

1

shall be daomed to have boen upproved by the Oparating

Commi ttee; PROVIDED, THAT, no approval of title docu-

ments by the Operating Committee shall be construed

as a warraniy or certification of titie in and €0 2ny

portion of the Uait Area or the Unitized Substances.

DISPUTES

If there 45 now or shguid heveafter be any dispute

involving the werking interast in & Tract then the

Working Intercst Cwner concerned shall jmnadiately

give pyriticn notice thoreof to tnit Operator end upon

the receist of such written notice or in the event

that the Operating Committee does not approve the

title documonts to any Tract s in Sectica 13.07

provided, Unit Cperater shall:

sel] the Unitized Substances allocated to the Tract

in respect of wnich the title documants have not

been approved by the Oparating Cemmittee, or in

respect of which the dispute arices;

pay out of the procceds of e saie

(1) the.portion of the costs and expenses allocated
or cpportioned to the Tract, aad

(i) the cmount of money properly payeble to the
Royalty Cuner of the Tracl pursuant o the pro-
visicns of this Secticn and the Lease pertaining
to the Tract {unless eny such dispute invelves
the gimership of the royaity intorest 1n thea
Tract) cnd such payment shall be coenad conclu-
sively to be & peyment by the person who is
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Plan Binding
on Successors

Assignmonts,
ete, Subject to
Terms of Plan

(c)

15.01

16.01

16.02

srscouently doeclured 1o be the caner of the

working fatercct in such Tract on 4 final deter-

minesion of the aeisputas

.
. e P P P P o g a8 Y P e
poy the bolones o wae gvd groees o L LTS COhlany

'

f, i T e R T B T .y (v -~ R
v 16 unti’ sctilesiat hes boon roacned

i

N | I )
to bo bEl

S

by the pavsons fntercsted thovein of until a judge of

] n o e 7 LA . N

Ror Majesty's Court of {Qucan's Coach for onitoba hes
ey Al delnoyipm

made oo oardzy with raspact thovrcio.

Tn the evont tholb ony such disgute rosulis noa
chenge of coacrship in e working intercst ina
such chasse shall not retroactively affect eny volc

w

taken pursucnt to the terms of Part VI horaoft.

Unit Ozerater chall file this Plum with the Dopart-

=

mant of Mines ond Naturel Resources for the Provinge
of Manitosa and with the eppreprizte Land Titles
Office vor tha Provinee o

with the provisions of “The

TRANSFEDR OF INTEREST

This Plan shall be binding upzon gvery <incr OV &ny

lands, Lezscs and interests in minersis coveired hero-

terms ond provisions hereot. Sush & sposition of any

¢

interest whocher ousrassly so orovidzd or not, shall



When Change
of Ownership
Binding

Disposition

fust Include
Related Interest
in Unit Facilities
or Unit Area

16.03

16.04

‘operate to impose upon the person or persons acguir-

fng such interest its or their proportionate part of
all costs and expenses and other obligations, if any,
chargeable hereunder to the interest affected by sucn
disposition, and shall 1ikewise operate to give and

grant to the person or persons acquiring such interest

- {ts or their proportionate part of aill Unitized Sub-

stances and other benefits which may accrue thereto
under the provisions hereof.

No change in ownership of any interest or rights
hereunder (by whatever means accomplished} of any
Working Interest Owner shall be binding on Unit Cper-
ator or the other Working Interest Owners uatil Unit
Operator has been furnished with notice of such
change by the person claiming the benefit thereof,
and such change shall become effective at seven
o'clock in the forenoon, Central Standard Time on
the first day of the month following the month in

which the person acquiring such interest delivers 1o

- Unit Operator the original or certified copies of all

instruments, documents and other information neccss-
ary in Unit Operator's opinion to establish a com-
plete chain of title. No other kind of notice,
whether actual or constructive, shall be binding on
Unit Operator or the other Working Interest (uners.
Notwithstanding the foregoing, no interest in the

Unit shall be disposed of unless such transaction
shall include a like disposition of a related intercsi
in the Unit Faéilities and likewise, no disposition of

any interest in the Unit Facilities shall be effective
- 45 -



Assignment
not to Relieve
from Obligations

Unit Operator
not to Assign
Rights

No Surrender
-of Lease
Without Consent

Khat Term
*disposition®
- Includes

16.05

16.06

16.07

16.08

‘unless such transaction shall include a like dispos-

{tion of a related working interest in the Unit Area,

it being the intention hereunder that no working in-

terest in the Unit Area shall be ouwned epart from a re-

lated interest in the Unit Facilities, and vice versa.
No Working Interest Owner shall dispose of an

interest in the Unit Area unless such disposition

shall cover its entire interest in a Tract which is

subject thereto, or covers an undivided jnterest in

its entire interest in each such Tract.

Any attempted disposition by any means in viola-

~tion of the provisions of this Section shall be a nul-

lity insofar as the other Working Interest Ouners are
concerned.
No disposition shail operate to relieve any Working

Interest Owner of any obligation hereunder which

 accrued or was incurred prior to the effective date

of such disposition,

Unit Operator shall not assign its right to conduct
operations hereunder. ‘

No Working Interest Owner shall surrender or relcase
fts interest in any Lease covering any portion of the

Unitized Strata without the written consent of the

- Operating Committee, and the approval of the

Conservation Board.

The term “disposition® as used in this Part shall

{nclude, but not be limited to, the folliowing:

transfer, assignment, conveyance, and sale.

The term "disposition* as used in this Part shall
- 46 -



Access to
Unit Area

not apply to a dispoﬁal by way of mortgage, pledge
or hypothecation; PROVIDED, THAT, the mortgagee or
pledgee shall hold its security subject to all the
terms of this Plan and upon any reaiization or

foreclosure of the security, the purchaser,

‘mortgagee or pledgee, as the case may be, shall

become bound by all the terms of this Plan.
PART XVII

INDIVIDUAL RIGHTS AND PRIVILEGES
- “OF JHE_WORKING IN

ST OUWNERS

17.01 Each Working Interest Owner shall be entitied, at

fts own sole risk and expense, to have access to
the Unit Area at all reasonable times upon notice

to Unit Operator for the purpose of inspacting and

‘observing unit operations, to have access at ail

.. reasonable times upon notice te Unit Operator to

any and all information pertaining to the Unit
Operated Wells, the records of producticn and the

records of all other unit operations, to be present

during the drilling, testing and complietion of all
Unit Operated Wells and to make copies of well logs,

drilling progress and casing reports, and reports

of production and storage. The prescnce of a Hork-

ing Interest Ownef or its representative on the

Unit Area or on the premises and their activities

4n connection therewith shall be at the sole risk

and expense of such Working Interest Quner.
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Plan Affects
Only Unitized
Strata

Abandonment
of Wells

17.02

17.03

This Plan affects only the Unitized Sirata. Each
Working Interest Quner may, to the extent it may
otheraise be entitled, conduct, at its Gun cost,
risk and expense, operaticns on its Tracts for the
discovery and/or production of othep than Unitized
Substances; PROVIDED, HOUEVER, that such cperations
shall be conducted in such a manner as to interfere
as 1ittle as possible with the opevations hareunder,
Such Working Interest Cumer shall take all recson-
able precautions customary in the incustry and as
may be required by the Conservétion Board and by
Unit Operator to protect from waste, poliution,
drainage and damage, the Unitized Substences and
the Unitized Strata.
If Unit Operator, with the approval of the Oper-
ating Committee, should decide to zbandon any
Unit Operated Well prior to the termination
hereof, Unit Operator shall-give to the Working
Interest Cwner of-the Tract on which such well
is located written notice of such decision,
stating whether or not a drilling rig is in place
at such well, and said Working Interest Quner
shall have the right and cption for a period of
forty-eight (48) hours if & drilling rig is in
place, or a period of sixty (60) days if no
drilling rig is in place, after receipt of such
notice to motify Unit Operator of its election to
take over said well, and deepen or plug back said
well to other than the Unitized Strata. Within
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(a)

(b)

(c)

ten (10) days after said Working Intercst Cuner

has so notified Unit Operator, said YWorking Interest
Cwner shall pay to.Unﬁt Gparator the value of the
well equipment as determined in accordance with the
provisions of Part XXVI hereof less tho cost of
salvaging the same as estimated and fized by the
Operating Conmittee, and at the same time shall
agree by letter addressed to Unit Cparator;

To case or seel off the Unitized Stirata in said
well in an efficient and workmanlike manner and in
accordance with the applicable laws, rules, regul-
ations and orders;

to produce such well, if the same is produced,

from other than the Unitized Strata while this

Plan is in force;

on the ultimate abandonment of said well,to plug
and abandon it in a workmanlike manner end in

accordance with the applicable lews, rules, reg-

‘ulations and ordars.

1t is understoad, however, that such Tract
shall continue to have allocated to it a percentage
share of the Unitized Subsiances produced and
shved from the Unit Area in accordance with its
Tract Participation despite the cessation of the
production therefrem and the abandonmzat of any
Unit Operated Well or ail wells thercon. In the
event that the Working Intercst Ouner of such

Tract does not elect to take over such well, Unit
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Weorkmen's
Compensation

Iasurance

18.01

18.02

Operator shall proceed properly o plug und

cchie

st

cbandon the same in accordince with the app!
laws, rules, regulaticns and orders, and shall

salvage such cesing end other equiprent therefren

‘as is reasonabiy practicable, for the Investment

Account.

Upon the zbandonment of any well harounder,
the Working Interest Cumer, or Unit Cpovator, a5
the case may bz, ebandoning same shall clean up
the surfece at the wellsite to the satisfaction
of any governzontal body having Jjurisdicticn with
respect thercte, and to the reasonable satis-

faction of the cuner and/ov occupier thereof.

PART AVIil

THEURARCE

Unit Operator shall comply with a1l Tews rejeting

© to Workmen's Ccapensation in the Province of

Manitoba.

Unit Operator shall carry, for the Cemmon Account,
such insurzace as may be gpproved by the Oparating
Cexmittea and cshall notify each lorking Interest
Osner in writing curvently as to the Kind and
amounts of such insurance. HNotwithstending any-
thing herein contained each Horking Interast
Owner shall have the right to be a self-insuper

as to its iaterest in the Unit Facilities.

- 50 -



Contractor's
Insurance

Settiement
of Claims

Unit Cperator's
Liability

18.03

18.04

18.05

Unit Operator shall reguire all-coatrictors employed
by it to cemply with all laws relating to Workuen's
Compansaticon in the Province of Menitoba and to
carry such insurance as may be from time to time
approved by. the Operating Committce,

Unit Cperctor mey settle any claim gricing out of
unit oparaticns end not discharged by insuriace as
herein provided, but ne claim shall be setiied by
Unit Operater in an amount in excess of Two Thousand
($2,000.00) Doliars unless Unit Operator first
cbtains the approval of the Cperating Committee to
such settlexant.

Unit Operator, as such, shall noi be lieble to the
Working Interest Cuners for any loss or domage
except for 1css or demage resulting from gress
negligence or wilful misconduct of Unit Operator,
or any of its cmployees exaercising supervisory
functions, znd cach Working Interest Owner pro-
portionate to its Participating Interast herain,
hereby indemnifies and holds harmless Unit Oparator,
as such, against any claim of, or liebility to,

any third perscn resulting ¥rom any act or omission
of Unit Opecrator in acting upon instructions frem
the Cperating Committee expressed or implied or
otherwise in carrying out the provisions hereof;
PROVIDED, HOWEVER, that Unit Jperator shall not

be {ndzmnified or heid harmicss for any loss,

demage, ciaim or Tiability resulting from the
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No Right of
partition

Force
Mjeure

“gross negligence or wilful misconduct of Unit

19.01

19.02 -

Operator or any of its employees exercising super-
visory functions, but no act or omission of Unit
Operator shall, of {tself, be deemed gross negligence
or wilful misconduct if such act or omission is done
or omitted at the instructions of, or with the con-

currence of, the Operating Committee.

PART XIX
GENERAL

No Working Interest Owner or Royalty Ouwner shall
claim the benefit of any laws or statutes of the
Province of Manitoba relating to partitioning of
real or personal property and no person shall resort
to any action at law or in equity to partition the
aforesaid Unit Facilities and lands affected by
this Plan, including the Unitized Strata.
A1l obligations hereunder shall be suspended while,
but only so long as, any person {s prevented from
complying therewith, in whole or in part, by strikes

lockouts or other industrial disturbances, fire,

- explosion, war, civil disturbances, tempest, floods,

acts of God, or the Queen‘s enemies, unavoidable
accidents, uncontrollable delays in transportation,
fFederal, Provincial or Municipal laws, rules,

regulations or orders, inability to obtain necessary

‘materials in open market, inadequate facilities

for the transportatfon of materials or for the
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No Co-operative
Marketing

Titles
lhaffected by
Unitization

Duties
Separate not
Joint or
Collective

Individual
Obligation

19.03

19.04

disposition of Unitized Substances, or any other
cause, whether similar or dissimilar to the fore-
going, beyond the reasonable control of such person;
PROVIDED, HOWEVER, that performance shall be begun
or resumed within a reasonable time after such
cause has been removed;and PROVIDED, FURTHER,

that no person shall be required against its will
to adjust or settle any labour dispute; and also
PROVIDED, FURTHER, that lack of funds shall not be
construed as a cause beyond the reasonable control
of any person. This Plan shall not terminate while
operations hereunder are prevented by reason of any
of the aforesa‘ld causes.

Nothing herein shall be construed as providing

directly or indirectly for any co-operative or

- joint sale or marketing of Unitized Substances.

Nothing herein shall be construed as a transfer
of title to, or interest in, the Leases, Tracts

or Unitized Strata or in the Unitized Substances

_before the production thereof.

1905

19.06

The duties and obligations hereunder shall be
separate and not joint or collective, and nothing
contained herein shall ever be construed to create
a partnership of any kind, or an association, or as
imposing any partnership duties, obligations or
liabilities.

Except as otherwise expressly provided herein,

each Working Interest Owner shall be individually

- 53 -



Term of Plan

Rights on
Termination
of Plan

. responsible only for its own obligations as set

20.01

out herein, and shall be liable cnly for its pro-
portionate share of the costs and expenses and
Tiabilities.

PART XX

TERM OF PLAN
This Plan shall remain in full force and effect so
long as Unitized Substances are produced or are

capable of being produced from the Unitized Strata

. in paying quantities and as long as operations are

conducted on the Unit Arca, and thereafter until

all Unit Operated Wells have beecn abandoned and
plugged, or otherwise disposed of, and ail personal
property has been salvaged and all real estate has
been disposed of hy'Unit Operator. Notwithstanding
anything herein contained, this Plan shail, subject
to the approval of the Conservaticn Board, terminate
and be at an end upon the concurring votc of a
majority of the Working Interest Gwmers cwning at
least ninety-five (95%) percent of the Partici-
pating Interests and such vote shall be binding upon
all the Working Interest Owners and the Royalty
Owners.

Upon the termination of this Plan, &1l rights in

and to the Tracts shall revert to the cwners and
lessees thereof, and Unit Operator shall arrange

for the salvaging, liquidation and other distri-

bution of the Unit Facilities. The owner of the
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working interest in any such Tract desiring to take
over and continue to operate a Unit Operated Well
located. thereon may do so by rotifying Unit Operator
in writing of its election to take over said well
and by paying Unit Operator, for the benefit of all
Working Interest Owners, the fair net salvage value
of the equipment used in the operation of such well
and by agreeing to plug the well in accordance with
the applicable laws, rules, regulations and orders
at his expense at such time as it is abandoned.
With respect to all wells not taken over by
individual Working Interest Quners, Unit Cperator
shall salvage as much of the casing and equipment
in or on such wells as can economically and reason-
ably be salvaged and shall cause such wells to be
properly plugged and abandened in accordance with
the applicable laws, rules, regulations and orders.
Salvage Costs 20.03 The Working Interest Qwners shall share the cost of
salvaging, liquidation, or other distribution of
assets and properties used in the development and
operation of the Unitized Strata in proportion to
their respective interests in the Unit Facilities.

On Termination 20.04" Upon termination of this Plan the further develop-

of Plan -
Operation Shall ' ment and operation of the Unit Area as a Unit shall
Cease

be abandoned, unit operations shall cease, and
thereafter the Working Interest Owners and the
Royalty O«ners shall be governed by the terms and
provisions of the Leases affecting the separate
Tracts.
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Korking
Interest Quners
to Advise
Royalty Quners
of Termination

Rehearing,
Amendments, etc.

20.05

20.06

(a)

(b)

(c)

The Working Interest Cuners shall advise their
respective Royalty Guners of the terminaticn of
this Plan within thirty (30) days of such term-
ination.

No application for a rehearing of the matters
herein provided for, or for any amendnents to

this Plan in any respact, shall be heard by the
Conservation Zoard within threz (3) ycars of the
Effactive Date unless;

a méjority of the Working Interast Cuners, c.ning
at least seventy-five (75%) percent of the Part-
jcipating Interests have agreed in writing to such
application for a rehearing of the matters herein
provided for, or for amendments to this Plan,or
the Conservation Board, on its own motion, decides
to hold & rechearing, or

the Conservation Board, after full consideration
of ‘the application of any Working Interest Cuner,

decides that such application should be heard.
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(a)

(a)
(a)
(a)

Chevron
Chevron
Chevron
Chevron
Chevron
Chevron
Chevron
Chevron
Chevron
Chevron
Chevron
Chevron
Chevron
Chevron
Chevron

Chevron

PART XX1

* AMENDED

Effective September 1, 1978
Unitization Order No. 24

WELLS DELTIVERED TO UNIT OPERATOR PURSUANT TO PART X.

Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly

2-4-10-28
12-3-10-28
13-3-10-28

Prov. 9A-4-10-28
Prov. 10-4-10-28
Prov. 15-4-10-28
Prov. 16-4-10-28
1A-9-10-28
2-9-10-28
3-9-10-28
4-9-10-28
5-9-10-28
7-9-10-28
8-9-10-28

Prov. 4-10-10-28
Prov. 5-10-10-28

Recovery Daly 1-8-10-28

Murphy Daly 10-32-9-28

Murphy Daly 15-32-9-28

Murphy Daly 16-32-9-28

(a) Denotes name change.
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(a) Murphy
(a) Murphy
Rundle
Rundle
Rundle
Rundle
Rundle
Rundle
Rundle
Rundle
Rundle
Rundle
Rundle

* Rundle
Rundle
Scurry
Scurry
Scurry

Scurry

Daly 13-33-9-28

Daly 3-5-10-28

Cruickshank Daly 11-4-10-28
Cruickshank Daly 12-4-10-28
Cruickshank Daly 13-4-10-28
Cruickshank Daly 14-4-10-28
Cruickshank Daly WIW 12-4-10-28
M & H Daly 1-5-10-28

M & H Daly 2-5-10-28

M & H Daly 7-5-10-28

M & H Daly 8-5-10-28

M & H Daly 9-5-10-28

M & H Daly 10-5-10-28

M & H Daly 15-5-10-28

M & H Daly 16-5-10-28
Cruickshank Daly 3-4-10-28
Cruickshank Daly 4-4-10-28
Cruickshank Daly 5-4-10-28
Cruickshank Daly 6-4-10-28




* AMENDED
Effectibe September 1, 1978
Unitization Order No. 24

PART XX11

THE LANDS IN THE PROVINCE OF MANITOBA WHICH COMPRISE
THE DALY UNIT NO. 1 ARE AS FOLLOWS:

Tract Number Legal Description Tract Number Legal Description
Township 10, Range 28 Township 10, Range 28

2-4 Lsd. 2, Section 4 3-5 Lsd. 3, Section 5
12-3 {sd. 12, Section 3 11-4 Lsd. 11, Section 4
13-3 Lsd. 13, Section 3 12-4 Lsd. 12, Section 4
9-4 tsd. 9, Section 4 13-4 Lsd. 13, Section 4
10-4 Lsd. 10, Section 4 14-4 Lsd. 14, Section 4
15-4 Lsd. 15, Section 4 1-5 Lsd. 1, Section 5
16-4 Lsd. 16, Section 4 2-5 Lsd. 2, Section 5
1-9 Lsd. 1, Section 9 7-5 Lsd. 7, Section 5
2-9 Lsd. 2, Section 9 8-5 Lsd. 8, Section 5
3-9 Lsd. 3, Section 9 9-5 Lsd. 9, Section 5
4-9 Lsd. 4, Section 9 10-5 Lsd. 10, Section 5
5-9 Lsd. 5, Section 9 * 15-5 Lsd. 15, Section 5
7-9 Lsd. 7, Section 9 16-5 Lsd. 16, Section 5
8-9 Lsd. 8, Section 9 3-4 ’ Lsd. 3, Section 4
4-10 Lsd. 4, Section 10 4-4 Lsd. 4, Section 4
5-10 Lsd. 5, Section 10 5-4 Lsd. 5, Section 4
1-8 Lsd. 1, Section 8 6-4 Lsd. 6, Section 4

Township 9, Range 28

10-32 Lsd. 10, Section 32
15-32 Lsd. 15, Section 32
16-32 Lsd. 16, Section 32
13-33 Lsd. 13, Sectipn 33
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PART XX111

DALY UNIT No.l

WATER INJECTION PATTERN

MAP OF UNIT AREA

10

TOWNSHIP

|

TOWNSHIP

RANGE 28 W P N

LEGEND

WEST DALY AREA »

Fﬂmﬁ?ﬁ" \
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OILWELL
ASANDONED OILWELL
DRY HWOLE
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J SALT WATER DISPOSAL WELL
+auarunzn onLwELL

SEEEEE UNIT SOUNDARTY




Tract Number

Tract

PART XX1V

Participation

2-4

12-3
13-3
9-4

10-4
15-4
16-4

2-9
3-9
4-9

7-9
8-9
4-10
5-10
1-8
10-32
15-32

.97550
13176
.02681
. 34404
.28245
.00797
.23072
.03572
.27073
.10001
.56339
.14807
.00016
.45928
.79512
.01725
75249
20260
.54135
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Tract Number

* AMENDED

Effective September 1, 1978
P_Unitization Order No. 24

16-32
13-33
3-5
11-4
12-4
13-4
14-4
1-5
2-5
7-5
8-5
9-5
10-5
15-5
16-5

4-4
5-4
6-4

Tract

Participation

no

SR o T o~ TR

.93423
.90482
.39625
.50653
.79922
.82751
.92083
74111
.88878
.46453
.12303
.B0369
.57093
.84181
.28237
.65702
77313
.95749
.72130



g Interests

PART xAY
PARTICIPAT NG LITERESTS

3 W’

£ Cperator shall as sogn avior
approval of Title by the Oporating Coumitiit
under Part Xiil s doomad to hove Lo A,
prepare and submit o the tlorking Intorest
Qunars, Scheduies setting cut the Horking
Intorcet Gunavs of the Tracts wid end Port-
jcipating Intercsts in the Unit. Upon tho
approval of the Cperating Cormittee the Unit
Gperator shell cause such Schodules to o@
publizicd in one issue of The honitesa
Gazguta,

Tea Urit Coorator shall fren i 1O
timz at the ciscretion of the Upariting
Cemmittee propere and submit to the Leriting
Interest Cuners, revised Schedules setting
out any chcnge of cungrship in the Trocts
or Participecing Interests in the Uait, ang

shall cause such Schedules to bz publishad

in one issuz of Tha Manitoba Gazette.
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(b) ot Scuenty-Tive (V5 L 6F
- guvront New Price cotatinn
cons 15tcnt with 1ts v ar‘ Ch oL o

vice to the Joint P?U@Oﬁg,s ?f matarial
LIS 0rig1wd11y chargad to L5
fecount at Seventy-tive (75%
of Cuprrent New Pricc.

\_p'("
T3 C')
(S
5 i
[#)
-
(24

uCondition 'C'" (ii1) Cther uzed material (Concitics ey, szing
material wnich:

(a) after re conn:tmon}nJ qul bo fi
aervic chle for origincl vung
good secondhand metirici (Condivion
‘B'), or

(b) s serviceeble for origisil Junclicn
but substantially not suitible vor
reconditioning,
chpll be at Fifty (20%) sercent of Current
New Price.

“Condition ‘D' (iv) Used material (Conditicn t54Y, bodng material

: which cannot be classificd oo Cc:aau‘ow gt
or Condition °C' shall bu pricie ot & velue
cormansurate with 14s usc.

tgonditicn "E*" (v) Junk nCawc1tiow 1YY, baing obeoiote _,o un-
' serviceable na er1a1, gt proveiting gunk
prices in the district.

BTemparariiy (vi) ‘Pen the use of material is c'?j SCGTLYY
uscd quipmant® and the tirn of actual vse dess ngt Juttie

fy the reduction in price oS pravidz& shove,
such ﬂuthréu shall be priced o ]

thet wiil leave a net charge to tno Cenion
fecount consistent with the value of the '
services rcnderad and adsguate fur L 2 time
the rneterial was in use.

“Current New (d) nCurrant New Price” shall mean where po;s;dzu the

Price current cost of material as set forth in L3S most
racent 1ssuc of the “Controilcdlc Eeuipmsnt Price
Catalogue® publishad by Petrolcun Accouniants
Society of Western Canada.

Fixed Asset 26.02 Fixed Asset records shall bo mznintaincd for all
Records : Controllable Material as dﬂf\nea in Scetica
10.03.
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Statomants
and Billings

Poymeats Dy
Working Interest
Cuners

Adjustments

Audits

26,03

26.04

26.05

26.06

" to the Working Interest Juners by Unit O.arc
during any calendar year shall conclustvaly Ll o7&
sumed to be true and correct afier Tuanty-fuur {2

Unit Operator shall bill pach of the ouiir Uorking
Interest Owncrs on or before the last doy o) olor
month for their proportionate sharc of charsi. &
credits in respect of Unit oparations curing Ul
preceding menth. Such bilis shell be aceon ..iid
by .the follcwing statements:

(a} Detailed statement of Controllunic Hatorial.

(b) Statement of all ordinary charges end craocits

to the Common Account sum apdzed by agurepricil
classification indicative of the noturc thereof.

(¢) Detailed statement of all other charges ond
credits.

See Sections 8.03, 8.05 and 8.06.

Payments of any such bills shall not projudi . wie
right of any Working Interest Cuner t3 Grotlnt oF
guestion the correctness thercof. CSubjoct Lo e
exception noted in 26.06 balew, all biils rendored

months follcusing the end of any such calea P
unless within the said Tucaty-four {24) month oovd
any Working Interesi Owner takes written excipiion
thereto and makes a writlen claim on Unit Cpoerator
for adjustment. Failure on the part of the Morking
Interest Owner to make such a claim on Unit Cpera-
tor within such period shall establish the correct-
ness thereof and preciude the filing of excepiions

. thereto or making of claims for adjustment thereon.

Any audit committee appointed by the Operating
Committee, upon notice in writing to the Un»t Opar-
ator, shall have the right to audit Unit Opcrator's
accounts and records relating to the accouniing
nereunder for any -calendar year within the Zightaen
(18) month period following the end of such caiendar
year. The Working Ipterest Owners shall have Six

(6) months next following the examination of the

Unit Operator's records within which to take write
ten exception to and make any and all claims on
the Unit Operator. Such audit committee shall:
make every reasonable effort to conduct '
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Charges to
Common Account

26.07

* AMENDED
Effective September 1, 1978
Unitization Order No. 24

such auditing in a manner which will result in a
minimum of inconvenience to the Unit Operator. The
cost of such an audit shall be charged to the Common

Account. In addition to the foregoing right, any

‘Working Interest Owner shall have the right to make

an individual audit at its own cost and expense.
Subject to the limitations hereinafter prescribed,
Unit Operator shall charge the Common Account with
the following costs of development and operation of

the Joint Property:

* (a) Salaries, wages and related expenses of Unit

Operator's personnel, up to and including the
first level of supervision, directly employed
on the Joint Property in the development,
maintenance and operation thereof, including
salaries and wages paid to landmen acquiring
rights-of-way, settling damage claims, etc.,
and to technical employees, such as geologist,
engineers and other employees who are temporarily
assigned to and located at and directly engaged
on the Joint Property.

(b) Unit Operator's cost of vacation and
expenditures or contributions imposed or
assessed by any governmental body having
jurisdiction with respect to such salaries and
wages referred to in paragraph {a) of Section

26.07.
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(c) Unit Operator's current cost of established
plans for employees' group life indurance,
sickness and disability benefits; hospitalization,
pension, retirement, stock purchases, thrift,
bonus and other benefit plans of 1ike nature,
applicable to such salaries and wages provided
for in paragraph (a) of Section 26.07. Provided
that such charges shall not exceed twelve (12%)
percent of the total of the salaries and wages
charged under paragraph (a) of Section 26.07. It
is agreed, however, that if this Tlimitation of
twelve (12%) percent shall be found to be
insufficient, the same may be increased from
time to time when authorized by a vote of the
Operating Committee.

(d) Material purchased or furnished by Unit Operator
for use in connection with the operation of the
Joint Property. So far as it js reasonably
practical and consistent with efficient and
economical operation, only such material shall
be purchased for or transferred to the Joint
Property as is required for immediate use; and
the accumulation of surplus stocks shall be

avoided whenever possible.
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(e)

(f)

(g)

(k)
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(1) Contvrocy services énd LLiiitiss v
outeicde sourecs. Somvicol LV LUuEh

signal consultents shnll nul L; chr,

fess approved by Operating Comleis

(1) Use of and service by Unit Ciereusy
clusively ownod eculeuont and Tugd
providad in Seci iur 26.11.

Costs or Co¥nInsts nocassary o r:p?a:; Sr repalir
Joint Property damared or lest througn firs, Tioct,
storm or oy oiher cause not conurulT__if Ly Unit
Operator throv; . the exercise of RS TATASE: -
gence. Unit Cierator sheil furnish who U

Interest Cunevs with weitien nolice of dunls

1055@5 incurrec 45 SGoR & a.hctacm1 sut not lgier
than Fificen (15) days aveer sopart oF Siu hos
been received by Unit Oparator.

A1l costs and expensas of litigation or 1Ciai
services nocessary or cxpodicnt for the protecticn
of the Joint Property, including legal foue wnd
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(1)

(3)

(k)

expenses ac heveinatior providad, oot
judgments ODCdin d agatist or chars
mon Accounv or tho Joint Pronoeiy; wousdt
incurred by any Working latorost Cunne io Loourios
evidence Tor the purposts of defending any Zeticn o
claim prosecuted or urgad egainst tho Coni.a Acesunt
or the Joint Prozeriy.

(1) If g CyufutTWS Commivios agrons
clains aiffecting the LCnmwﬂ A
Joint HF“F“PLJ nercy
tagel stV of o G s
tercse Cuaors., A chors. ool
servicos rurc;:; and oy

. o
Mad - h.?,. L R B M . B m s
bcnuui i:tQQ dh\.\y l-\... ll-mud’ R, o b ‘{u B TN TP 60 oL S TE

(1i) Fecs and CRESRSCES of outsics fovnse? saddl not
@ charged to the Comuion Azcount 2uolpl wnirs

the c.a.qymcnt of such outsad Counsci s outh-

orized by the Qooraling Cuiwitica,

Al taxes of e
taxes) assos who Joint
Progarty, the overation thereotd or Ui ,;u;:v-ﬁ co=-
rivad therelron, and which toxes howve Loss paid by
the Unit Cparctor for the benetit of e Uorking
Interest Cunars,

A ATSLIS

every kind and nature lothor ¢
ed upon or in Cu“hvaug‘J vl

.

c
s¢
e

Premiuns paid ¥or insurance reguived o Li Carriod
under Sccticn 18.02 togcuhﬁr with ol ownundd yur”ﬁ
incurred cid paid im settiemnt of 2oy aad o171 tgssas,
claims, damzges, ghh;mancs. and ohor wusonces ine
cluding legail services, not recovered frou the
Insurar.

Area, Division and Administralive Cvoricad:

The rates set forth beloy shall be chorood to the
Common Account in licu of & Py roporiionalie snare of
the costs incurred by the Uait Gts?hbc Thcse costs
include, but cre not limited Lo the udIEC

() Salaries end exponses of the Uni
area Jupcrantnnu_nt and o;ha [l sfaetet

employeas of thc di vi$1an :uu/ sha
ofr!.e otner than those who are d€r2~t;.

J oohgogad
on the Joint Property and whose salaries are
chargoeble to the Commcn Recount uadar The prow

visions of paragragh {a} o Scction 25.57.
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(i)

* (ii1)

* AMENDED
Effective September 1, 1978
Unitization Order No. 24

Cost of maintaining and operating an area office
and all necessary camps, including housing
facilities for employees if necessary. The
expense of, less any revenue from, these
facilities shall include depreciation or a fair
monthly rental in lieu of depreciation on
investment.

Any other costs of operating the division and/or

principal office of the Unit Operator.

The rates, which are subject to review annually,

as set forth in paragraph (j) of Section 6.03

are as follows:

(a) $3,000.00 per month for all producing
operations.

(b) $65.00 per day for each drilling well, wells
being plugged back, drilled deeper, reworked,
or converted to source or input wells;
charges to commence on the date the well is
spudded or operations are commenced and
terminate when the drilling rig or service
rig as the case may be is released, except
that no charge should be made during the
suspension of drilling operations for
fifteen (15) or more consecutive days.

(c) the charge in respect to construction of
Unit Facilities, including but not 1imited
to, water injection plant, battery

consolidation, injection pipeline systems

- (8 -




and water supply systems shall be
calculated on direct expenditures on the
folTowing basis:
5% of expenditures up to $50,000.00 plus
3% of expenditures over $50;000.00 and
up to $150,000.00 plus
1% of expenditures over $150,000.00.

(1) A charge to cover the cost of handling material
into and in Unit Operator's warehouse shall be
assessed on new and used materials furnished from
the warehouse on the basis of Two and one-half
(2 1/2%) percent of the cost of tubular goods and
Major Material and Five (5%) percent of the cost
of all other material which shall in each case
be deemed to be the actual cost thereof to Unit
Operator.

(m) Rentals, payments in lieu of actual production anc
royalties, when paid by Unit Operator for the

Common Account.
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Przaium Price

Larronty
of Mzterial

Unit Opoitator's
Exclusively Owned
Facitities

26.09

26.10

26.11

di ?’CC‘tﬁ cau \..Mid GRS ﬂh— bd&. Tini(i.pg..fbﬂ-: [ g"n

agread, at the 10uddiuﬂ neacass ras hus

- distance, &t o part ofF kis choro

. services rund‘r d by faciiities and

{4) Any cquipmont invol vhud
tii] be chargod en & bt
bev*rty ~Five {754} pore
17rc tor stuiiar motor Uiy

-J-».
Sed

Uhenever materials are not Foott)
customaiyy supply point end i Cu
cause of neticnal Cwmﬂ”ﬁ“dewu LN
usual cousos over waich bneb Yy
Unit Czorator moy charge L : Gz
roguivod “.i-.:;ﬁs €1 whe Lalil u;

materiais, in wuking it sult
ing it to the Joint Prutvahy YN
each & u?&in“ Interost Gmer §5 nols
prior o the eoquisitio nOT SuLh mLi
each turiiny Intarc ERR
$0 eiertﬁng wnd ﬁauig,bmg Uit - Gooro o
eight (43) heurs avics f"*“ﬁVﬂ'J RLL L

Ozzcrotor, Lo Furaioh o Kind or $n crooa o o2

-

Unit Cnarator's st oraga potnt, tith

able ¥or use and acbcptub*a it
portaticn costs on any such &
Working Intorost Cuncr ot any oo
IOC&‘G'EOH SGul..q;! L'v- b@ e Dy ud\,'s ..., Fan
Quner.  IT, pursuant 0 tho p*“v TAVEEE
graph, a Working Intowrest Comor oy
Kind, Unit Coorater :haIl aeke ooy , o
therefor to the accowit of such hoan,pw frusssse Lanee,

Unit Cperator dozs not warrent the no
beyond.or back of the doalerts op o
guarantee; and in case of dofective mats
shall not be passcd until adjustaznt nes
by Unit Oparator from the menufactursr or

The Unit Operator shall charge the Courss Jocount

exclusively by Unit Gp:raﬁ@?° Thao wo
ba commansurate with the cuost of o
ation and snall agt be in oreos of cuvvant prevaii-
ing rates of like services end couinront wwaiiclle in
the area.

Whenever rcquested, Unit Cpavator chati in
Horking Interest Cdﬂn?a in advonce ofF ool
poses to charge. Rates shall be rﬁvxf'u ?“,”
to time when found to be either excessi [
sufficient.
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Disposal of 26.12
Lease Equipment
{a) The term "mivor equipnent® shall m2in any moterial or

1tems of Unit Facilities not describzd as Major ijater-
ial. Unit Opcrator mey dispose of any itcm of minor
equipmant, waich 1t decis to be unnocessary for thc
Unit Qparation hereunder, to such porscn ad for such
-price as it sces fit-without refercice to the Oper-
ating Committec.

(b) Unit Opcrator may dispose of any {iem of Milor Loter-
fal which it dzems to be surplus to the univ coeraiions
at current market demend prices noyovailing Tn the arce
without obtaining prior approval of tnc Horking Intercst
Owners. The Unit Operator will susply o zuich YWorking
Interest Ouner every Six (6) montns daoteis of bizjor
Material deemed to be surplus o anticipated to becona
surplus during the ensuing Six (6) masznths. Further,
any authority granted to the Unit Czoritor to dispose
of a Non-0Operator's share of material zhali be
revocable at the will of the Non-Oparator.

{c) Proceeds from the sale of Surplus Material snall be
- credited to the Common Account,

Inventories 26.13

(a) ~ Regular inventories of Controlleble Motorial shaill
be taken by an Inventory Committece appointed by the
Operating Committee and at intervals specified by
the Operating Committee; PROVIDED, HOWUZVER, that con-
struction projects as.outlined in the budget shalil
be inventoried by the Inventory Commitica witain
one year of ccmpletion and copics of ouy such in-
gﬁntory shall be furnished to ail Workirg Interest

ners.

(b) Reconciliation of inventory with the Investment
Account shall be made by the Inventory Comnittoe, and
a list of overages and shortages shall be submitted
to the Working Interest Cwners for thoir coproval
within Sixty ?60) days. from the taking of such in-
ventory.

(¢} Inventory adjustments shall be made by Unit Operator
with the Investment Account for overages and short-
ages but Unit Operator shall only bz hald accountable
to the Working Interest Owners hereto for shortages
resulting from lack of reasonable diligence.
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(d)

(e)

The expense of the Inventory Committece shall be
charged to the Common Account.

Any Working Interest Qwner shall have the right at
any time to request in writing the taking ¢f a
special inventory. The taking of such special in-
ventory shall be commenced within Fifteen (13) days
after the receipt of notice thereof. The exsInse
of Unit QOperator’s representative in conducting any
special inventory so requested shall be chargad to
the separate account of the requesting Horking
Interest Owner.




PART XXVII

ELECTRICAL LOG
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