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Chevron Standard Limited, under and pursuant to The Mines Act, being
Chapter M160 of the Revised Statutes of Manitoba 1970, and amendments
thereto, hereby requests the Board to hold a hearing to consider and

approve the fol lowing:

Governing the Unitized Management

1. Proposed "Plan for Unit Operation
Operation and Further Development of Daly tnit No. 3" pursuant to
Section 76 of The Mines Act. .

2. "Application for & Unit Maximum Permissible Rate of Production"

pursuant to gection 62 of The Mines Act,

Enclosed are ten (10) coples of each of the following:

Governing the Unitized Management Operation

1. up1an for Unit Operation
and Further Development of paly Unit No. 3".
2. “Proposal for Unitized Operations" which includes:
(a) Appendix T - Investigation of the Feasibility of Unitization.
3. "Application for a Unit Maximum Permissible Rate of Production,
Proposed Daly Unit No. 3",
In

proposed Daly Unit No. 3.

addition we are enclosing the following information:

A discussion of the Unitization and Participation Formula for the
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2. A Prima Facie list of Working Interest Owners and Royalty Owners
in the proposed Unit Area, which may assist the Board in sending
out notices of hearing.

We will attempt to file at the hearing Consents of the Working Interest

Owners and Royalty Owners in the proposed Unit Area, as required by the

Act.

An early consideration of our request will be greatly appreciated.

Yours very truly,

‘4. PARK,

Production Manager.

AH/ ps
Encls.




PROPOSAL FOR UNITIZED OPERATIONS

The applicant proposes to unitize the east portion of the Daly field to
form a single unit. The proposed area consists of 80 wells on 40-acre
spacing (see Figure 1). The primary reason for unitizing this area 1is

to protect royalty owners' interests in future changes in the mode of
operation., An immediate advantage of unitization is that it will permit
the consolidation of producing facilities which will result in a lower
economic producing limit than 1is attainable under the existing competitive
producing operations. A third consideration in unitizing Daly is the
desire to eliminate the cross line agreements which presently exist in

the waterflood area.,

From volumetric calculations that considered the penetrated pay sections
at the individual wells, it is estimated that the original oil-in-place
was 44,800,000 barrels, It is estimated that the ultimate recovery for
‘the Unit Area will be 8,800,000 barrels, for a recovery factor of 19.6%.
Cumulative production to the end of 1974 was 6,622,936 barrels which
represents 14.8% recovery.

Unitization of the area under application would enable all interests in

the area to be merged so that this portion of the reservoir may be opera-
ted as a single property. Unitization will permit the commingling of
production without regard to property demarcation. This provides a flexi-
bility in operation that is desirable for efficient operation and necessary
for the cansolidstion of operating facilities.

Unitization will also eliminate the need for cross line agreements which
presently exist in the waterflood area. The cross line agreements have
served to equitably allocate production from producing wells to injection
wells, but Unit participation factors will have the advantage of prevent-
ing any serious disruptions in income for individual royalty owners.

The proposed Unit Area encompasses most of the east portion of the Daly
field, All wells presently in cross line agreements are included in the
proposed Unit, Abandoned wells within the Unit Area have been excluded

as window acreage.
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APPENDIX 1

INVESTIGATION OF THE FEASIBILITY OF UNITIZATION

INTRODUCTION

The majority of the wells in the proposed Daly Unit No. 3 were
drilled during the period 1951 te 1956. A pilot waterflood scheme
was initiated in July 1953 with the conversion of the four wells
gsurrounding 15-1 to water injection. Expansions to the project in
1954, 1955, 1956, 1959 and 1961 have increased the waterflood to
include 22 injection wells.

DISCUSSION OF ADVANTAGES OF UNITIZATION

1,

2.

Battery Coﬁsolidation

There are presently 12 batteries in the proposed Unit Area to
handle approximately 540 BOFD production. Only a minimum amount
of investment would be required to consolidate all producing
facilities to one central battery (see Figure 2).

The basic objective of the proposed battery comsolidation scheme
is to recover the greatest amount of oil economically and to
realize immediate savings in operating expense. The producing
facilities can be conveniently consolidated only after the area
has been unitized.

Cross Lin reements

During the early development history of Daly it became apparent
that there was a necessity of equitably allocating production
to injection wells prior to the institution of a pilot water-
flood scheme., Apreement was reached whereby one-eighth of the
production from the producing well would be allocated to each
directly offsetting injection well. As further expansions to
the waterflood proceeded, cross line agreements were executed
to cover wells in the expansion area. There are presently 26
cross line agreements in the waterflood area, covering the allo~
cation of production of 26 wells to offsetting injection wells.

Chevron believes that this is an equitable method of distri-
bution of production to royalty owners, but is of the opinion
that unitization would be advantageous since it offers the
owner protection from any serious loss of income in the event
that one or more wells suddenly become unproductive. Unitiza-
tion will result in the cross line agreements being replaced by
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a more conventional method of allocating productiom in a water-
flood area. The participation factors proposed will present
virtuaily no loss of current income, since they are based 90%

on current production, and will also provide working and royalty
interest owners a method of sharing additional preoduction which
will be ultimately produced because of a more efficient operation.

11I. RESERVOIR REVIEW

1. Geology

The Daly field lies on the northeast flank of the Williston basin,
about 10 miles west of the town of Virden. The reservoir beds
are limestones of the Lodgepole formation of Mississippian age.
Regional dip of these beds is about 30 feet per mile to the
gouthwest in this area, and they are unconformably overlain by
the Jurassic Watrous series of Red Beds and anhydrites which

form a good seal. Anhydritization from the evaporitic Watrous
seas commonly penetrated the limestones to a depth of 60 or more
feet, destroying the reservoir by infilling.

Although there is a structural trough along the east side of the
Daly field, with a reversal in the order of 40 feet, the trap is
in part stratigraphic, with permeability disappearing along strike.
The reservoir beds have been divided into three zones as follows:

1) The First Crinoidal - This reservoir bed, immediately under-
lying the anhydritized zone, is a limestone, crinoidal, in
part siliceous, with earthy chert nodules and some brown and
maroon shaly interbeds. It is commonly finely crystalline
and has irregular poor to good intergranular and fine vuggy
porosity. It is 20 to 30 feet thick.

ii) The Main Crinoidal - This is a limestone with coarse crinoidal
bands, and some shaly interbeds. Porsity ranges from poor to
good. It is 8 to 15 feet thick and overlies a shaly unit 10
to 15 feet thick, which is sometimes known as the Cruickshank
shale.

iii) The Cruickshank Crinoidal - Another limestone with coarse
crinoidal bands and some shaly interbeds. Porosgity is patchy
and ranges from very poor to good. The zone is 6 to 10 feet
thick.

At the bottom of the Cruickshank Crinoidal is a thick argillaceous
limestone and calcareous shale unit called the Shaly Zone. This
zone is approximately 200 feet thick,




2.

3.

4.

Permeability in the field is genefally poor and oil saturation is
not uniform. Fluid recoveries on drillstem tests were usually
small.

Original Oil-in-Place

An attempt was made to establish the amount of oil originally in
place in the proposed unit area. The total pay isopach is present-
ed as Figure 3,

Many wells in the south and northwest portions of the waterflood
area penetrated the entire pay interval and have core analysis
data. The net pay isopach drawn through these areas is deemed
fairly accurate; however, a northeast to southwest belt through
the middle of the waterflood area has virtually no core analysis
data. To compound the difficulty in contouring the area, none
of the wells penetrated the entire pay interval and few, 1f any,
reliable porosity logs exist. The values assigned to wells in
this area are estimates made to logs to which an extrapolated
value for unpenetrated pay has been added.

Listed below is a summary of reservoir parameters used to calcu-
late the original oil-in-place. These parameters were obtained
from interpretation of logs, core analyses, oil base core data,
and other miscellaneous sources.

Surface Area 3,200 acres
Average Pay Thickness 29.5 feet
Reservoir Rock Volume 96,400 ac. ft.
Average Porosity 10.7%

Average Water Saturation 39.5%

Average Initial 0il Saturation 60.5%

Formation Volume Factor 1.08 res. bbls/STB
Original Oil-in-Place 465 bbls/ac. ft.
Original Oil-in-Place ‘,44,800,000 bbls.
Estimated Recovery 9.300 84800,000 bbls.
Recovery Factor coctl, 3956%

Production and Ultimate Reserves

Figure 4 represents the production history of the eighty wells
in the proposed unit and a forecast of future performance, The
predicted ultimate recovery for the area is 8,800,000 barrels.
The cumulative production to December 31, 1974 was 6,622,936
barrels.

Future Operations

The present injection pressure in the Daly waterflood area is

- 3 -
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restricted to a wellhead pressure of 1080 psi. A pilot high
pressure injection test conducted utilizing the 14-1 injection
well proved inconclusive. Large quantities of water were in-
jected, however, little or no increase in production was noted
in offsetting wells, There was no evidence of channeling or
water breakthrough.

Future plans which will be investigated include the feasibility
of converting additional wells to water injection. The areas.
of possible extension include Section 2 and the south one-half
of Section 13.
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APPLICATION FOR A UNIT MAXIMUM PERMLSSIBLE RATE
OF PRODUCTION DALY UNIT NO, 3

The applicant proposes that a degree of production flexibility, which is
consistent with good engineering practice, be provided for Daly Unit No. 3.

It ig possible that future programs conducted in the area may result in
some wells producing oil at rates in excess of the current allowable
producing rate.

Some wells in the proposed unit area have been under pressure maintenance
since July 1953. Certain wells have produced at rates in excess of 100
BOPD for extended periods of time. There is no reason to believe that any
reservoir damage has resulted in the past from producing wells at capacity,
or that non-unit oil has been or will be produced within the Unit. There
is no reason to believe that reservoir damage outside the Unit area would
result or that the production at any future offsetting non-unit wells would
be in any way affected by the production of Unit boundary wells at unres-
tricted rates.

The applicant respectfully requests that, on and after the first day that
Daly Unit No. 3 becomes effective, the Unit be excluded from any provisions
governing the limitations of oil production.




DISCUSSION OF THE UNITLZATION AND PARTICIPATION
FORMULA FOR THE PROPOSED DALY UNIT NO, 3

The unitization of any field or portion of a field requires incentive for
both the working and royalty interest owners. Lower operating costs as

a result of consolidation of batteries will result in 2 reduction in the
economic limit permitting the recovery of additional oil and, thus, an
incentive for both working and royalty interest owners. Another attractive
feature of unitization is the protection of income it guarantees each
royalty owner since he will share in production from the entire Unit, not
just the one well, or group of wells in which he has an interest.

The present cross line agreements have served to provide a fair and equit-
able allocation of production in the Daly waterflood area since 1933.

1t has now become apparent that it is important to provide a measure of
protection to the royalty owner in the event that a well is flooded out,
"or becomes unproductive, Presently, the owner of such a well could
experience a serious disruption of income. Unitization would serve to
protect working and royalty owners from any large disruptions in income
inasmuch as they would participate in the Unit until such a time as all
wells are unproductive.

A major factor in accomplishing the unitization of a producing area is to
determine the most suitable basis for participation. In Daly we are
confronted with this same problem, but the cross line agreements create
additional difficulties. In order to terminate the original cross

line agreements it would seem fair and equitable for both the working

and royalty interest owners to expect to receive essentially the same

oil production after unitization. The most important consideration of
the unitization formula thus becomes preserving the income received

under cross line agreements.

The presently producing wells in the proposed unit area cover a wide
range of productivities. 1In addition, there is a certain amount of month
to month variation in production from specific wells. Because of this,

a stipulated one year test period was selected by the working interest
owners in arriving at a representative current production factor for each
wello

The Operating Committee for the proposed Daly Unit No. 3 unanimously agreed
that the current production factor would be based on the actual production
for 1974, The Committee also unanimously agreed that the unitization
formula should include a cumulative production factor which would be based
on cumulative production to the end of 1974. Im order to protect the
current income position of working interest owners and royalty owners, the
unit participations were based 907 on the current production factor and 10%
on the cumulative production factor. Use of this formula permits the in-
clusion of presently suspended wells in the Unit which will provide greater
flexibility in future operations if changes in injection patterns are
required.




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

DALY UNIT NO, 3



"Unit Operated
Wells"

"Unit Operator"

“uvnltized Strata"

(s)

()

(u)

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 Owmner
pursuant to the provisions of Part X hereof,
together wifh all facilities and equiément pur-
chased, constructed or acquired by Unit Operator
pursuant hereto;

"Unit Operated Wells" means all wells (including
wells drilled for the production of Unitized Sub-
staunces, well; drilled for the purpose of producing
water only, 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
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

Working Interest Owner unless the Operating Committee

unanimously otherwise agrees;

"Unitized Strata" means the Lodgepole Formation,

(Souris Valley Beds) of Mississippian age underlying
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the lands described in Part XXII hereof, as same is
shown on the electrical log of Chevron Daly WIW
8-14-10-28 well in Legal Subdivision Eight (8) of
Section Fourteen (14), Township Ten (10), Range
Twenty-eight (28), West of the First (W.lst) Meridian,
in the Province of Manitoba between the interval 2,303
feet and 2,593 feet as measured from the Kelly Bush-
ing. The Ledgepole Formation consists of submembers
sometimes known as the Unnamed Upper Lodgepole, the
Upper Daly, the Middle Daly (First Crinoidal),

Lower Daly (Main Crinoidal), Cruickshank Shale,
Cruickshank Crinoidal, Cromer Shale and the Basal
Limestone. The Lodgepocle Formation is overlain,
unconformably, by the Watrous Formation of Jurassic
age and underlain, conformably, by the Bakken Forma-
tion of Mississippian age;

"Unitized (v) "Unitized Substances" means the 0il and Gas that
Substances"

are within or are produced from the Unitized Strata;
"Well" (w) '"Well" means any well within the Unit Area which has
been drilled to the Lodgepole Formation of Mississi-
ppian Age for the production of 0il and Gas;
"Working Interest (x) “Working Interest Owner' means a person who has the
Owner"
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, whether such right is derived from

ownership in fee simple or from a Lease.

-5
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Advances to
IImit Operator
- Capital Fund

8.05

Working Interest Owner.

Approval of the budget by the Working Interest
Owners shall constitute authorization to the Unit
Operator to make the expenditures theréin dgtailed.
Unit Operator, in lieu of advancing monies for the
capital expenditures of unit operatibns may, at its
election, require the Working Interest Owners to
advance theilr respective proportionate share of such
capital expenditures by submitting to each Working
Interest Owner on or before the last day of each cal-
endar month an estimate of such capital expenditures
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 thifty (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 to such request for payment the same shall,
at Unit Operator's discretion, bear interest at a rate
equivalent to the prime lending rate of interest then
quoted by the chartered bank used by Unit Operator in
Manitoba plus one percent (1%) per annum, such inter-
es. tu be calculated from the end ol the said thirty

(30) day period until paid, which interest shall be
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the Unit Area.
'PART X

DELIVERY OF WELLS AND EQUIPMENT -
OWNERSHIP OF UNIT FACILITIES

Delivery of 10.01 Each Working Interest Owner shall, as of the Effeqtivé
Wells - Salt

‘Water Disposal Date, contribute to the Vorking Interest Owners, act-
Wells

ing 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 opinion
of the Operating Committee, are in bona fide use as
of the Effective Daté and all Wells, both active and
. inactive that it has in the Unit Area, together with
all information, or true coples thereof, that it has
obtained in connection with the drilling, testing,
completing and operating of said contributed wells,
such as drilling logs, electrical logs, records of
coring, testing and specilal work of every nature,
laboratory analyses, records of the amount of produc-
tion obtained and all other information pertinent to
thg said Wells and Leases of the Working Interest
Owners. Each Working Interest Owner shall also con-
tribute to the Working Interest Ovmers, acting
through Unit Operator, without comvensation, the non-
exclusive use of roads, dikes, ditches, fire walls,

pits and fences it holds in connection with its

- 35 -
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TRACT
No -

13-6

5-1
10-1
1i-1
12-1
13-1
14-1
15-1

16-1

PART XXII

THE LANDS IN THE PROVINCE OF MANITOBA WHICH COMPRISE
THE DALY UNIT NO. 3 ARE AS FOLLOWS:

LEGAL DESCRIPTION

TOWNSHIP 10, RANGE 27 WPM

LSD. 13, SECTION

LSD.

4,

SECTION

TOWNSHIP 10, RAHNGE

LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.

LSD.

5,
10,
11,
12,
13,
14,

15,

SECTION
SECTION
SECTIOR
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTIOR
SECTION
SECTION
SECTION
SECTION

SECTION

- 62 -

TRACT
NO.

16-2
9-10

10-10

16-10
1-11
2-11
3-11

4-11

5-11

6-11
7-11
8-11
9-11
10-11
11-11
12-11
13-11
14-11
15-11

16-11

LEGAL DESCRIPTION

TOWNSHIP 10, RANGE

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

L3D.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD,

1.8D.

LSD.

LSD.

LSD.

LSD.

16,
9,
10,
16,
1,
2,

3,

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

'SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

REVISION, May 14, 1976 1—/{? A

28 WPM

10
10
10
11
11
11
11
11
11
11
11
11
11
11
11
11
11
11

11




On Termination
of.Plan -
Operation Shall
Cease

Working Interest
Owners to Adviae
Royalty Ouners
of Termination

Rehearing,
Amendments,
etc,

20.04

20.05

20.06

(a)

(b)

(c)

operation of the Unitized Strata in proportion to
their respective interests in the Uﬁit Facilities.
Upon termination of this Plan the further develop-
ment and operation of the Unit Area as aVUnit shéll
be abandoned, unit operations shall cease, and
thereafter the Working Interest Owne;s and the
Royalty Owners shall be governed by the terms and
provisions of the Leases affecting the separate
Tracts.

The Working Interest Owners shall advise their res-
pective Royalty Owmers of the termination of this
Plan within thirty (30) days of such termination.

No application for a rehearing of the matters herein
provided for, or for any amendments to this Plam in
any respect, shall be heard by the Conservation Board
within three (3) years of the Effective Date unless:
a majority of two or more of the Working Interest
Ouners, owning at least seventy-five percent (75%),
of the Participating 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.
- 59 =
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TRACT

NO.

1-12
2-12
3-12
4-12
5~12
6-12
7-12
8-12
9-12
10-12
11-12
12-12
13-12
14-12
15-12
16-12
1-13
2-13
3-13
4-13

5-13

LEGAL DESCRIPTION

TOWNSHIP 10, RANGE

TRACT

LEGAL DESCRIPTION

LSD.
LSD.
LSD.
LSD.
LSD.
LSD,
LSD.
LSD.
‘LSD.
LSD,
LSD.
LSD.
LSD.
iSD.
LSD.
LSD.
LSD.
LSD,
LSD.
LSD.,

LSD,

1,

14,
15,
16,
1,
2,
3,

4,

SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION

SECTION

NO.

28 WPM

12 6-13
12 7-13
12 . 10-13
12 11-13
12 12-13
12 13-13
12 14-13
12 15-13
12 2-14
12 3-14
12 4-14
12 5-14
12 6-14
12 8-14
12 12-14
12 1-23
13 8-23
13 9-23
13 2-24
13 71-24
13

- 63 ~

TOWNSHIP 10, RANGE

28 WPM

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD,

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD -

LSD.

LSD.

LSD,

LSD.

6,

7,
10,
11,
12,
13,
14,

15,

SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION

SECTION
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13
13
13
13
13 .
13
13
13
14
14
14
14
14
14
14
23
23
23
24
24




PART XXIV _
TRACT NUMBER TRACT PARTICIPATION  TRACT NUMBER  TRACT PARTICIPATION

13-6 0.01618 16-10 0.00864
4-7 1.22137 1-11 2.45346
5-1 0.02491 | 2-11 1.14999

10-1 0.48041 3-11 0.60268

11-1 0.00470 4-11 1.89342

12-1 0.92143 5-11 0.05433

13-1 2.57163 6-11 0.48240

14-1 1.70119 7-11 1.13485

15-1 1.92163 8-11 2,08095

16-1 0.82597 9-11 1.39662
5-2 0.37064 10-11 1.05654
7-2 0.02995 11-11 0.41786
82 - 2.85886 12-11 0.24683
9-2 1.68366 13-11 3.20655

10-2 1.11117 14-11 0.89668

12-2 0.01922 15-11 1.30393

13-2 1.01951 16-11 0.91258

14-2 1.71467 1-12 2.11323

15-2 1.11772 | 2-12 1.73832

16-2 1.69995 3-12 2.87039
9-10 0.97997 412 1.50999

10-10 1.50200 5-12 4.16933

- 65 -
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TRACT NUMBER TRACT PARTICIPATION TRACT NUMBER TRACT PARTICIPATION
. 6-12 2,17411 2-14 0.79490
7-12 1.23795 3-14 2.82838
8-12 0.41011 4-14 0.11702
9-12 0.61908 5-14 0.06822
10-12 1.30168 6-14 0.71371
11-12 1.86136 8-14 0.20142
12-12 1.90923 12-14 0.05596
13-12 1.01301 1-23 1.93305
14-12 1.14384 8-23 2.23083
15-12 2.58400 9-23 1.32371
16-12 1.30274 2-24 0.03959
1-13 0.04914 7-24 0.04449
2-13 2.50118
3-13 0.04064
4-13 0.46601
5-13 1.19540
6-13 4.08746
7-13 0.03910
10-13 3.54386
11-13 0.08105
12-13 2.63477
13-13 0.08499
14-13 2.12797
15-13 1.74373
- 66 =
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plus

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

1% of all expenditures over $100,000.00.

There shall be no overhead charges for
projects costing $10,000.00 or under.

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

(m) Rentals, payments in lieu of actual production
and royalties, when paid by Unit Operator for
the Common Account.

(n) Any other expenditures incurred by Unit 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.

(i1) 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%) per-
cent of Current New Price.

(b) Used Materials -~ Condition "B" and "C"

(1) Material which is in sound and service-
able condition and is suitable for re-use
without reconditioning shall be classed as

- 75 -
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PART XXVIT
ELECTRICAL LOG

Chevron Daly WIW 8-14-10-28
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The Oil and Matural Gss Conservation Soard,
Province of Msaitobs,

Legislative Bullding,

Box 42,

Winnipag, Manitoba.

Gentlemen:
Her Majesty the Queen, in the Right of the Province of Manitobs, being

the owner of & Royalty Interest of a head lessor in the proposed Daly
Uait ¥o. 3, as hareinafter set sut:

Ixact Mo BRoyalty Owner's Interest
13-6 1000
9-10 100%
10-10 100%
16-10 100%
1-11 100%
2-11 100%
3-11 100%
411 100%
5-11 100%
611 100%
7-11 100%
8-11 100%
9-11 100%
10-11 100%
11-11 100%
12-11 1000
13~11 100%
1411 100%
is-11 100%
16-11 100%
1-12 100%
2-12 100%
312 100%
4-12 100%
5-12 100%
612 100%
7-12 100%
8-12 100%
3-14 100%
14 100%
5-14 100%
6-14 100%

HEREBY AGREES to the Proposed Plan of Unit Operation entitied "Plan for
Unit Operation Governing the Unitized Mepagement Operation and Further

-ﬁl\l




The 01l and Natural Gsas Conssrvation Board

Devalopment of Daly Unit Mo. 3%, a copy of which Plan has been provided
me by Chevron Stsndard Limited, and COMSENTS AMD AGREES to the Boaxd
making an Order pursuant to Seation 76 of The Mines Act of the Revised
Statutes of Manitoba 1970, and amendments thereto, ordering that a cer-
tain portion of the Daly Fieid as described in the said Plan be operated
as a Unit in accordance with the Plan of Unit Operation.

SIGNED at Winnipeg, in the Province of Menitoba, this day of

o ] A\!nt 197—'

Minister, Department of Mines
sand Natural Resourcas




The 0il and Natural Gas Conservation Board,
Province of Manitoba,

Legislative Building,

Box 42,

Winnipeg, Manitoba.

Gentlemen:
Her Majesty the Queen, in the Right of the Province of Manitoba, being

the owner of a Royalty Interest of a head lessor in the proposed Daly
Unit No. 3, as hereinafter set out:

Tract No. Rovalty Owner's Interest
13-6 100%
9-10 1007
10-10 100%
16-10 100%
1-11 100%
2-11 100%
3-11 100%
4-11 100%
5-11 100%
6-11 1007
7-11 100%
8-11 1007,
9-11 100%
10-11 100%
11-11 100%
12-11 100%
13-11 100%
14~11 100%
15-11 100%
l6-11 100%
1-12 100%
2-12 1007
3-12 1007%
4-12 100%
5-12 100%
6-12 100%
7-12 100%
8-12 1007%
3~14 1007
4-14 100%
5-14 1007
6-14 1.00%

HEREBY AGREES to the Proposed Plan of Unit Operation entitled "Plan for
Unit Operation Governing the Unitized Management Operation and Further

w ] -




The 0il and Natural Gas Conservation Board

Development of Daly Unit No. 3", a copy of which Plan has been provided
me by Chevron Standard Limited, and CONSENTS AND AGREES to the Board
making an Order pursuant to Section 76 of The Mines Act of the Revised
Statutes of Manitoba 1970, and amendments thereto, ordering that a cer-
tain portion of the Daly Field as described in the said Plan be operated
as a Unit in accordance with the Plan of Unit Operation.

SIGNED at Winnipeg, in the Province of Manitoba, this day of

, A.D. 197__.

Minister, Department of Mines
and Natural Resources
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The 011 and Natwral Gas Conservation Board,
Province of Manitoba,

Legislative Building,

Box 42,

Winnipeg, Manitoba.

Gentlemen:
Her Majesty the Queen, in the Right of the Province of Manitoba, being

the owner of a Royalty Interest of a head lessor in the proposed Daly
Unit No., 3, as hereinafter set out:

Tract No. Rovalty Owner's Interest
CHE VRO LEALE" 247 13-6~/0-27 P 100% -
) 9-10 "y 4 100% -
- 10-10- P 100% -
CHEVRow LEAW: 52 16-10- | p L00% «
1-11- P 100% ~
2-11- Wibl 100% -
3-11- P 100% -
411 P 100% -
CHFVROW 5-11 P 100% -
- 6-11. Wi 100% ~
hEASE 21 7-11. p 100% -
fg 8-11. Wik 100% -
ayg 9-11. P 100% ~
10-11- wiw 100% -
11-11- P 100% -~
12-11 wiw 100% -
13-11 1o-2% P 100% -
14-11 Wi 100% -
15-11 ' P 1007 ~
16-11° wiw 1007 ~
1-12 P 100% ~
2-12- Wiw 100% .
3-12 P , 100% -
_ & 4-12 wv 100%.-
CHEVRON |LEage 7 512, P 1007~
3 6-12- Wi 100%,
7-12 14 1007 »
8-12. wiw 100%-
3-14 P 100%
. le14 P 100%.
CHEveon LEALE 246 < 5-14 v 100%
6-14" P 100% -

42, WEWS (1[ PRey, W mw)

HEREBY AGREES to the Proposed Plan of Unit Operation entitled '"Plan for
Unit Operation Governing the Unitized Management Operation and Furtherx

-1 -



The 0il and Natural Gas Conservation Board

Development of Daly Unit No. 3", a copy of which Plan has been provided
me by Chevron Standard Limited, and CONSENTS AND ACREES to the Board
making an Order pursuant to Section 76 of The Mines Act of the Revised
Statutes of Manitoba 1970, and amendments thereto, ordering that a cer-
tain portion of the Daly Field as described in the said Plan be operated
as a Unit in accordance with the Plan of Unit Operation.

SIGNED at Winnipeg, in the Province of Manitoba, this ___ | day of

, A.D. 197 _.

Minister, Department of Mines
and Natural Resources
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Chevron Standard Limited
400 - Fifth Avenue S.W., Calgary, Alberta T2P OL7

November 7, 1975

The 0il and Natural Gas Conservation
Board,

Province of Manitoba,

Legislative Building,

Box 42,

Winnipeg, Manitoba.

Attention: Mr. J, T. Cawley, Chairman

Dear Sirs:

Chevron Standard Limited, under and pursuant to The Mines Act, being

Chapter M160 of the Revised Statutes of Manitoba 1970, and amendments

thereto, hereby requests the Board to hold a hearing to consider and

approve the following:

1. Proposed "Plan for Unit Operation Governing the Unitized Management
Operation and Further Development of Daly Unit No. 3" pursuant to
Section 76 of The Mines Act.

2. “Application for a Unit Maximum Permissible Rate of Production”
pursuant to Section 62 of The Mines Act.

Enclosed are ten (10) copies of each of the following:

1. "Plan for Unit Operation Governing the Unitized Management Operation
and Further Development of Daly Unit No. 3".

2. "Proposal for Unitized Operations" which includes:
(a) Appendix 1 - Investigation of the Feasibility of Unitization.

3. "Application for a Unit Maximum Permissible Rate of Productionm,
Proposed Daly Unit No. 3".

In addition we are enclosing the following information:

1. A discussion of the Unitization and Participation Formula for the
proposed Daly Unit No. 3.




The 0il and Natural Gas Conservation Board November 7, 1975

2. A Prima Facie list of Working Interest Owners and Royalty Owners
in the proposed Unit Area, which may assist the Board in sending
out notices of hearing.

We will attempt to file at the hearing Consents of the Working Interest
Owners and Royalty Owners in the proposed Unit Area, as required by the
Act,

An early consideration of our request will be greatly appreciated.

Yours very truly,

%.' PM "

Production Manager.

AH/ps
Encls.



PROPOSAL FOR UNITIZED OPERATIONS

The applicant proposes to unitize the east portion of the Daly field to
form a single unit. The proposed area consists of 80 wells on 40-acre
spacing (see Figure 1), The primary reason for unitizing this area is

to protect royalty owners' interests in future changes in the mode of
operation. An immediate advantage of unitization is that it will permit
the consolidation of producing facilities which will result in a lower
economic producing limit than is attainable under the existing competitive
producing operations. A third consideration in unitizing Daly is the
desire to eliminate the cross line agreements which presently exist in

the waterflood area.

From volumetric calculations that considered the penetrated pay sections
at the individual wells, it is estimated that the original oil-in-place
was 44,800,000 barrels. It is estimated that the ultimate recovery for
the Unit Area will be 8,800,000 barrels, for a recovery factor of 19.6%.
Cumulative production to the end of 1974 was 6,622,936 barrels which
represents 14.8% recovery.

Unitization of the area under application would enable all interests in

the area to be merged so that this portion of the reservoir may be opera-
ted as a single property. Unitization will permit the commingling of
production without regard to property demarcation. This provides a flexi-
bility in operation that is desirable for efficient operation and necessary
for the cansolidation of operating facilities.

Unitization will also eliminate the need for cross line agreements which
presently exist in the waterflood area, The cross line agreements have
served to equitably allocate production from producing wells to injection
wells, but Unit participation factors will have the advantage of prevent-
ing any serious disruptions in income for individual royalty owners.

The proposed Unit Area encompasses most of the east portion of the Daly
field., All wells presently in cross line agreements are included in the
proposed Unit. Abandoned wells within the Unit Area have been excluded
as window acreage.



II.

APFENDIX I

INVESTIGATION OF THE FEASIBILITY OF UNLTIZATION

INTRODUCTION

The majority of the wells in the proposed Daly Unit No. 3 were
drilled during the period 1951 te 1956, A pilot waterflood scheme
was initiated in July 1953 with the conversion of the four wells
surrounding 15-1 to water injection. Expansions to the project in
1954, 1955, 1956, 1959 and 1961 have increased the waterflood to
include 22 injection wells,

DISCUSSION VANTAGES TLZATI ON

1. Battery Consgolidation

There are presently 12 batteries in the proposed Unit Area to
handle approximately 540 BOPD production. Only a minimum amount
of investment would be required to consolidate all producing
facilities to one central battery (see Figure 2).

The basic objective of the proposed battery consolidation scheme
is to recover the greatest amount of oil economically and to
realize immediate savings in operating expense. The producing
facilities can be conveniently consolidated only after the area
has been unitized.

2, Crogs Lin reements

During the early development history of Daly it became apparent
that there was a necessity of equitably allocating production
to injection wells prior to the institution of a pilot water-
flood scheme. Agreement was reached whereby one-eighth of the
production from the producing well would be allocated to each
directly offsetting injectiomn well, As further expansions to
the waterflood proceeded, cross line agreements were executed
to cover wells in the expansion area. There are presentiy 26
cross line agreements in the waterflood area, covering the allo-
cation of production of 26 wells to offsetting injection wells.

Chevron believes that this is an equitable method of distri-
bution of production to royalty owners, but is of the opinion
that unitization would be advantageous since it offers the
owner protection from any serious loss of income in the event
that one or more wells suddenly become unproductive, Unitiza-
tion will result in the cross line agreements being replaced by

-1-



a more conventional method of allocating production in a water-
flood area. The participation factors proposed will present
virtually no loss of current income, since they are based 90%

on current production, and will also provide working and royalty
interest owners a method of sharing additional production which
will be ultimately produced because of a more efficient operation.

I11. RESERVOLR REVIEW

1.

Geology

The Daly field lies on the northeast flank of the Williston basin,
about 10 miles west of the town of Virden. The reservoir beds
are limestones of the Lodgepole formation of Mississipplan age.
Regional dip of these beds is about 30 feet per mile to the
southwest in this area, and they are unconformably overlain by
the Jurassic Watrous series of Red Beds and anhydrites which

form a good seal. Anhydritization from the evaporitic Watrous
seas commonly penetrated the limestones to a depth of 60 or more
feet, destroying the reservoir by infilling.

Although there is a structural trough along the east side of the
Daly field, with a reversal in the order of 40 feet, the trap is
in part stratigraphic, with permeability disappearing along strike.
The reservoir beds have been divided into three zones as follows:

i) The First Crinoidal - This reservoir bed, immediately under-
lying the anhydritized zone, is a limestone, crinoidal, in
part siliceous, with earthy chert nodules and some brown and
maroon shaly interbeds. It is commonly finely crystalline
and has irregular poor to good intergranular and fine vuggy
porogity. It is 20 to 30 feet thick.

i1) The Main Crinoidal - This is a limestone with coarse crinoidal

bands, and some shaly interbeds. Porsity ranges from poor to
good. It is 8 to 15 feet thick and overlies a shaly unit 10
to 15 feet thick, which is sometimes known as the Cruickshank
shale.

iii) The Cruickshank Crinoidal - Another limestone with coarse

crinoidal bands and some shaly interbeds. Porosity is patchy
and ranges from very poor to good. The zone is 6 to 10 feet
thick,

At the bottom of the Cruickshank Crinoidal is a thick argillaceous
limestone and calcareous shale unit called the Shaly Zone. This
zone is approximately 200 feet thick.



Permeability in the field is generally poor and oil saturation is
not uniform. Fluid recoveries on drillstem tests were usually
small.

2. Original Oil-in-Place

An attempt was made to establish the amount of oil originally in
place in the proposed unit area. The total pay isopach is present-
ed as Figure 3.

Many wells in the south and northwest portions of the waterflood
area penetrated the entire pay interval and have core analysis
data., The net pay isopach drawn through these areas is deemed
fairly accurate; however, a northeast to southwest belt through
the middle of the waterflood area has virtually no core analysis
data. To compound the difficulty in contouring the area, none
of the wells penetrated the entire pay interval and few, if any,
reliable porosity logs exist. The values assigned to wells in
this area are estimates made to logs to which an extrapolated
value for unpenetrated pay has been added.

Listed below is a summary of reservoir parameters used to calcu-
late the original oil-in-place. These parameters were obtained
from interpretation of logs, core analyses, oil base core data,
and other miscellaneous sources.

Surface Area 3,200 acres
Average Pay Thickness 29.5 feet
Reservoir Rock Volume 96,400 ac. ft.
Average Porosity 10.7%

Average Water Saturation 39.5%

Average Initial 01l Saturation 60.5%

Formation Volume Factor 1.08 res. bbls/STB
Original 0il-in-Place 465 bbls/ac. ft,
Original 0Qil-in-Place 44,800,000 bbls.
Estimated Recovery 8,800,000 bbls.
Recovery Factor 19.6%

3. Production and Uitimate Resgerves

Figure & represents the production history of the eighty wells
in the proposed unit and a forecast of future performance. The
predicted ultimate recovery for the area is 8,800,000 barrels.
The cumulative production to December 31, 1974 was 6,622,936
barrels.

4. Future Qperations

The present injection pressure in the Daly waterflood area is

- 3 =-



restricted to a wellhead pressure of 1080 psi. A pilot high
Pressure injection test conducted utilizing the 1l4-1 injection
well proved inconclusive, Large quantities of water were in-
jected, however, little or no increase in production was noted
in offsetting wells. There was no evidence of channeling or
water breakthrough.

Future plans which will be investigated include the feasibility
of converting additional wells to water injection. The areas
of possible extension include Section 2 and the south one-half
of Section 13.
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APPLICATION FOR A UNIT MAXIMUM PERMISSIBLE RATE
OF PRODUCTION DALY UNIT NO, 3

The applicant proposes that a degree of production f£lexibility, which is
consigtent with good engineering practice, be provided for Daly Unit No. 3.

It is possible that future programs conducted in the area may result in
some wells producing cil at rates in excess of the current allowable
producing rate.

Some wells in the proposed unit area have been under pressure maintenance
since July 1953. Certain wells have produced at rates in excess of 100
BOPD for extended periods of time. There is no reason to believe that any
reservoir damage has resulted in the past from producing wells at capacity,
or that non-unit oil has been or will be produced within the Unit. There
is no reason to believe that reservoir damage outside the Unit area would
result or that the production at any future offsetting non-unit wells would
be in any way affected by the production of Unit boundary wells at unres-
tricted rates.

The applicant respectfully requests that, on and after the first day that
Daly Unit No. 3 becomes effective, the Unit be excluded from any provisions
governing the limitations of oil production.



DISCUSSION OF THE UNITIZATION AND PARTICIPATION
FORMULA FOR THE PROPOSED DALY UNIT NO, 3

The unitization of any field or portion of a field requires incentive for
both the working and royalty interest owners. Lower operating costs as

a result of consolidation of batteries will result in a reduction in the
economic limit permitting the recovery of additional oil and, thus, an
incentive for both working and royalty interest owners. Another attractive
feature of unitization is the protection of income it guarantees each
royalty owner since he will share in production from the entire Unit, not
just the one well, or group of wells in which he has an interest.

The present cross line agreements have served to provide a fair and equit-
able allocation of production in the Daly waterflood area since 1953.

It has now become apparent that it is important to provide a measure of
protection to the royalty owner in the event that a well is flooded out,
or becomes unproductive, Presently, the owner of such a well could
experience a serious disruption of income. Unitization would serve to
protect working and royalty owners from any large disruptions in income
inasmuch as they would participate in the Unit until such a time as all
wells are unproductive,

A major factor in accomplishing the unitization of a producing area is to
determine the most suitable basis for participation. 1In Daly we are
confronted with this same problem, but the cross line agreements create
additional difficulties, In order to terminate the original cross

line agreements it would seem fair and equitable for both the working

and royalty interest owners to expect to receive essentially the same

oil production after unitization., The most important consideration of
the unitization formula thus becomes preserving the income received

under cross line agreements.

The presently producing wells in the proposed unit area cover a wide
range of productivities. In addition, there is a certain amount of month
to month variation in production from specific wells. Because of this,

a stipulated one year test period was selected by the working interest
owners in arriving at a representative current production factor for each
well.

The Operating Committee for the proposed Daly Unit No. 3 unanimously agreed
that the current production factor would be based on the actual production
for 1974, The Committee also unanimously agreed that the unitization
formula should include a cumulative production factor which would be based
on cumulative production to the end of 1974. In order to protect the
current income position of working interest owners and royalty owners, the
unit participations were based 90% on the current production factor and 10%
on the cumulative production factor, Use of this formula permits the in-
clusion of presently suspended wells in the Unit which will provide greater
flexibility in future operations If changes in injection patterns are
required.



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 with all facilities and equipment pur-
chased, constructed or acquired by Unit Operator
pursuant hereto;

"Unit Operated (s} "Unit Operated Wells" means all wells (including

Wells"
wells drilled for the production of Unitized Sub-
stances, wellq drilled for the purpose of producing
water only, 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
hereunder, whether acquired from a Working Interest
Owner or drilled by Unit Operator pursuant to the
terms hereof, but excluding Unit Facilities 1in and
on the said wells;

"Unit Operator’ (t) "Unit Operator" means the person appointed to manage
and conduct the operations hereunder who shall be a
Working Interest Owner unless the Operating Committee
unanimously otherwise agrees;

“"Unitized Strata” (u) "Unitized Strata" means the Lodgepole Formation,

(Souris Valley Beds) of Mississippian age underlying

-4 -




"Unitized
Substances"

"Well"

"Working Interest
Owner"

(v)

w)

(x)

the lands described in Part XXITI hereof, as same 1is
shown on the electrical log of Chevron Daly WIW
8-14-10-28 well in Legal Subdivision Eight (8) of
Section Fourteen (14), Township Ten (10), Range
Twenty-eight (28), West of the First (W.lst) Meridian,
in the Province of Manitoba between the interval 2,303
feet and 2,593 feet as measured from the Kelly Bush-
ing. The Lodgepole Formation consists of submembers
sometimes known as the Unnamed Upper Lodgepole, the
Upper Daly, the Middle Daly (First Crinoidal),

Lower Daly (Main Crinoidal), Cruickshank Shale,
Cruickshank Crinoidal, Cromer Shale and the Basal
Limestone. The Lodgepole Formation is overlain,
unconformably, by the Watrous Formation of Jurassic
age and underlain, conformably, by the Bakken Forma-
tion of Mississippian age;

"Unitized Substances" means the 0il and Gas thar

are within or are produced from the Unitized Strata;
"Well" means any well within the Unit Area which has
been drilled to the Lodgepole Formation of Mississi-
ppian Age for the production of 01l and Gas;

"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, whether such right is derived from

ownership in fee simple or from a Lease.
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PART XXVIT
ELECTRICAL LOG
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TRACT

NO.

13-6

14-1
15-1
16-1
5-2
7-2

§-2

10-2
12-2
13-2
142

15-2

THE LANDS IN THE PROVINCE OF MANITOBA WHICH COMPRISE
THE DALY UNIT NO. 3 ARE AS FOLLOWS:

PART XXTI

LEGAL DESCRIPTION

TOWNSHIP 10, RANGE 27 WPM

LSD. 13, SECTION

LSD.

4y

SECTION

TOWNSHIP 10, RANGE

6

7

28 WPM

LSD.

L8D.

LSD.

LSD.

LSD.

LSD.

LSD.

L3D.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD,

LSD.

LSD.

5,
10,
11,
12,
13,
14,
15,

16,

SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION

SECTION

- 62 -

28 WPM

TRACT
NO. LEGAL DESCRIPTION
TOWNSHIP 10, RANGE
16-2 1LSD. 16, SECTION
9-10 LSD. 9, SECTION
10-10 1SD. 10, SECTION
16-10 LSD. 16, SECTION
1-11 1LSD. 1, SECTION
2-11 LSD. 2, SECTION
3-11 1SD. 3, SECTION
4-11 18D. 4, SECTION
5-11 LSD., 5, SECTION
6-11 LSD. 6, SECTION
7-11 LSD. 7, SECTION
8-11 LSD. 8, SECTION
9-11 LSD. 9, SECTION
10-11 LSD. 10, SECTION
11-11 LSD. 11, SECTION
12-11 LSD. 12, SECTION
13-11 1LSD. 13, SECTION
14-11 1LSD. 14, SECTION
15-11 LSD. 15, SECTION
16-11 LSD. 16, SECTION

REVISION, May 1k, 1976 ng/ggji;jzfiz\wéagt/g=Jb¢$L{P\ :

10

10

10

11

11

11

11

11

11

11

11

11

11

11

11

11

11

11

11




LEGAL DESCRIPTION

TRACT TRACT
NO. LEGAL DESCRIPTION NO.
TOWNSHIP 10, RANGE 28 WPM
1-12 LSD. 1, SECTION 12 6-13
2-12 LSD. 2, SECTION 12 7-13
3-12 LSD. 3, SECTION 12 10-13
4-12 LSD. 4, SECTION 12 11-13
5-12 LSD. 5, SECTION 12 12-13
6-12 LSD. 6, SECTION 12 13-13
7-12 LSD. 7, SECTION 12 14-13
8-12 LSD. 8, SECTION 12 15-13
9-12 LSD. 9, SECTION 12 2-14
10-12 LSD. 10, SECTION 12 3-14
11-12 LSD. 11, SECTION 12 4-14
12-12 LSD. 12, SECTION 12 5-14
13-12 LSD. 13, SECTION 12 6-14
14-12 LSD. 14, SECTION 12 8-14
15-12 LSD. 15, SECTION 12 12-14
16~12 LSD. 16, SECTION 12 1-23
1-13 LSD. 1, SECTION 13 8-23
2-13 LSD. 2, SECTION 13 9-23
3-13 LSD. 3, SECTION 13 2-24
4-13 18D. 4, SECTION 13 7-24

5-13 LSD. 5, SECTION 13

REVISION, May 1lh, 1976
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TOWNSHIP 10, RANGE

28 WPM

LSD.

LSD,

LSD.

LSD.,

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD,

LSD.

LSD.

LSD.

LSD.

LSD.

LsD.

LSD.

6,
7,
10,
11,
12,

13,

8,
12,
1,
8,
9,
2,

7,

SECTION

SECTION

SECTION

SECTION

SECTIOR

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

13

13

13

13

13

13

13

13

14

14

14

14

14

14

14

23

23

23

24

24



TRACT
NO. LEGAL DESCRIPTION
TOWNSHIP 10, RANGE 28 WEM
1-12 LSD. 1, SECTION 12
2-12 LSD. 2, SECTION 12
3-12 LSD. 3, SECTION 12
4-12 LSD. &, SECTION 12
5-12 LSD. 5, SECTION 12
6-12 LSD. 6, SECTION 12
7-12 LSD. 7, SECTION 12
8-12 LSD. 8, SECTION 12
9-12 LSD. 9, SECTION 12
10-12 LSD. 10, SECTION 12
11-12 LSD. 11, SECTION 12
12-12 LSD. 12, SECTION 12
13-12 LSD. 13, SECTION 12
14-12 LSD. 14, SECTION 12
15-12 LSD. 15, SECTION 12
16-12 LSD. 16, SECTION 12
1-13 LSD. 1, SECTION 13
2-13 LSD. 2, SECTION 13
3-13 LSD. 3, SECTION 13
4-13 LSD. 4, SECTION 13
< 13 LSD. 5, SECTION 12

TRACT

28 WPM

XO. LEGAL DESCRIPTION

TOWNSHIP 10, RANGE

6-13 1SD. 6, SECTION

7-13 LSD. 7, SECTION

10-13 LSD. 10, SECTION
11~13 LSD. 11, SECTION
12-13 LSD. 12, SECTION
13-13 LSD. 13, SECTION
14-13 LSD. 14, SECTION
15-13 LSD. 15, SECTION
2-14 LSD. 2, SECTION

3-14 LSD. 3, SECTION

4-14 LSD. 4, SECTION

5-14 1SD. 5, SECTION

6-14 LSD. 6, SECTION

8-14 LSD. 8, SECTION

12-14 LSD. 12, SECTION
1-23 LSD. 1, SECTION

8-23 LSD. 8, SECTION

9-23 LSD. 9, SECTION

2-24 LSD. 2, SECTION

7-24 LSD. 7, SECTION

13
13
13
13
13
13
13
13
14
14
14
14
14
14
14
23
23
23
24
24



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 with all facilities and equipment pur-
chased, constructed or acquired by Unit Operator
pursuant hereto;

"Unit Operated (s) "Unit Operated Wells'" means all wells (including

Wells"
wells drilled for the production of Unitized Sub-
stances, wells drilled for the purpose of producing
water only, 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
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 sald wells;

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

"Unitized Strata® (u) "Unitized Strata" means the Lodgepole Formation,

(Souris Valley Beds) of Mississippian age underlying

-4 - ﬂ
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"Unitized
Substances"

"Well"

"Working Interest
Owner"

REVISION, May 14,

(v}

(w)

(x)

the lands described in Part XXII hereof, as same is
shown on the electrical log of Chevron Daly WIW
8-14-10-28 well in Legal Subdivision Eight (8) of
Sectlon Fourteen (14), Township Ten (10), Range
Twenty-eight (28), West of the First (W.lst) Meridian,
in the Province of Manitoba between the interval 2,303
feet and 2,593 feet as measured from the Kelly Bush-
ing. The Lodgepole Formation consists of submembers
sometimes known as the Unnamed Upper Lodgepole, the
Upper Daly, the Middle Daly (First Crinoidal),

Lower Daly (Main Crinoidal), Cruickshank Shale,
Cruickshank Crinoidal, Cromer Shale and the Basal
Limestone. The Lodgepole Formation is overlain,
unconformably, by the Watrous Formation of Jurassic
age and underlain, conformably, by the Bakken Forma-

tion of Mississippian age;

"Unitized Substances" means the 01l and Gas that

are within or are produced from the Unitized Strata;
"Well" means any well within the Unit Area which has
been drilled to the Lodgepole Formation of Missisgi-
ppian Age for the production of 0il and Gas;

"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, whether such right is derived from

ownership in fee simple or from a Lease.

1976 Z//}M




Advances to
Unit Operator
- Capital Fund

8.05

Working Interest Owner.

Approval of the budget by the Working Interest
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 cal-
endar month an estimate of such capital expenditures
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 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 to such request for payment the same shall,
at Unit Cperator's discretion, bear interest at a rate
equivalent to the prime lending rate of interest then
quoted by the chartered bank used by Unit Operator in
Manitoba plus one percent (1%) per annum, such inter-
est to be calculated from the end of the saild thirty

(30) day period until paid, which ianterest shall be

- 29 -
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the Unit Area.

PART X

DELIVERY OF WELLS AND EQUIPMENT -
OWNERSHIP OF UNIT FACILITIES

Delivery of 10.01 Each Working Interest Owner shall, as of the Effective
Wells - Salt

Water Disposal Date, contribute to the Working Interest Owmers, act-
Wells

ing 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 opinion
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,
completing 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 produc-
tion 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

- 35 -
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On Termination
of Plan -
Operation Shall
Cease

Working Interest
Owners to Advise
Royalty Owners
of Termination

Rehearing,
Amendments,
ete,

20.04

20.05

20.06

(a)

(b)

(e)

operation of the Unitlzed 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.

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

No application for a rehearing of the matters herein
provided for, or for any amendments to this Plan in
any respect, shall be heard by the Conservation Board
within three (3) years of the Effective Date unless:
a majority of two or more of the Working Interest
Owners, owning at least seventy-five percent (75%),
of the Participating 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.
- 59 .
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THE LANDS IN THE PROVINCE OF MANITOBA WHICH COMPRISE

PART XXTI

THE DALY UNIT NO. 3 ARE AS FOLLOWS:

TRACT
_NO. LEGAL DESCRIPTION
TOWNSHIP 10, RANGE 27 WPM
13-6 LSD. 13, SECTION 6
4-7 LSD. 4, SECTION 7
TOWNSHIP 10, RANGE 28 WPM
5-1 LSD. 5, SECTION 1
10-1 LSD. 10, SECTION 1
11-1 LSD, 11, SECTION 1
12-1 LSD. 12, SECTION 1
13-1 LSD. 13, SECTION 1
14-1 LSD. 14, SECTION 1
15-1 LSD. 15, SECTION 1
16-1 LSD. 16, SECTION 1
5-2 LSD. 5, SECTION 2
7-2 LSD. 7, SECTION 2
8-2 LSD. 8, SECTION 2
9-2 LSD. 9, SECTION 2
10-2 LSD. 10, SECTION 2
12-2 LSD. 12, SECTION 2
13-2 LSD. 13, SECTION 2
14-2 LSD. 14, SECTION 2
15-2 LSD, 15, SECTION 2
- 62 -

TRACT
NO.

16-2
9-10
10-10
16-10
1-11
2-11
3-11
4-11
5-11
6-11
7-11
8-11
9-11
10-11
11-11
12-11
13-11
14-11
15-11

16-11

LEGAL DESCRIPTION

TOWNSHIP 10, RANGE

28 WPM

LSD. 16,
LSD. 9,
LSD. 10,
LSD. 16,
LSD. 1,
LSD. 2,
LSD. 3,
LSD. 4,
LSD, 5,
LSD. 6,
LSD. 7,
LSD. 8,
LSD. 9,
LSD. 10,
LSD. 11,
LSD. 12,
LSD. 13,
LSD. 14,
LSD. 15,

LSD. 16,

SECTTON

SECTION

SECTTON

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTTON

REVISION, May 1L, 1976 ',/5;;:1//
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10

10

11
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11

1i

11

11

11

11

11

11

11

11

11

11

11
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TRACT
NO. LEGAL DESGRIPTION
TOWNSHIP 10, RANGE
1-12 LSD. 1, SECTION
2-12 LSD. 2, SECTION
3-12 LSD. 3, SECTION
4-12 LSD. 4, SECTION
5-12 LSD. 5, SECTION
6-12 LSD. 6, SECTION
7-12 LSD. 7, SECTION
8-12 LSD. 8, SECTION
9-12 LSD. 9, SECTION
10-12 LSD. 10, SECTION
11-12 LSD. 11, SECTION
12-12 LSDb., 12, SECTION
13-12 LSD, 13, SECTION
14-12 LSD. 14, SECTION
15-12 LSD. 15, SECTION
16-12 LSD. 16, SECTION
1-13 LSD. 1, SECTION
2-13 LSD. 2, SECTION
3-13 LSD, 3, SECTION
4-13 LSD. 4, SECTION
5-13 LSD. 5, SECTION

12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
13
13
13
13

13

- 63 ~

TRACT

NO. LEGAL DESGRIPTION
TOWNSHIP_ 10, RANGE 28 WPM
6-13 LSD. 6, SECTION 13
7-13 LSD. 7, SECTION 13
10-13 LSD. 10, SECTION 13
11-13 LSD. 11, SECTION 13
12-13 LSD. 12, SECTION 13
13-13 LSD. 13, SECTION 13
14-13 LSD. 14, SECTION 13
15-13 LSD. 15, SECTION 13
2-14 LSD. 2, SECTION 14
3-14 LSD. 3, SECTION 14
4-14 LSD. 4, SECTION 14
5-14 LSD. 5, SECTION 14
6-14 LSD. 6, SECTION 14
8-14 LSD. 8, SECTION 14
12-14 LSD. 12, SECTION 14
1-23 LSD. 1, SECTION 23
8-23 LSD. 8, SECTION 23
9-23 LSD. 9, SECTION 23
2-24 LSD. 2, SECTION 24
7-24 LSD. 7, SECTION 24
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PART XXTV

TRACT NUMBER TRACT PARTICIPATION TRACT NUMBER TRACT PARTICIPATION
13-6 0.01618 16-10 0.00864
47 1.22137 1-11 2.45346
5-1 0.02491 2-11 1.14999
10-1 0.48041 3-11 0.60268
11-1 0.00470 4-11 1.89342
12-1 0.92143 5-11 0.05433
13-1 2.57163 6-11 0.48240
14-1 1.70119 7-11 1.13485
15-1 1.92163 8-11 2.08095
16-1 0.82597 9-11 1.39662
5-2 0.37064 10-11 1.05654
7-2 0.02995 11-11 0.41786
8-2 2.85886 12-11 0.24683
9-2 1.68366 13-11 3,20655
10-2 1.11117 14-11 0.89668
12-2 0.01922 15-11 1.30393
13-2 1.01951 16-11 0.91258
14-2 1.71467 1-12 2.11323
15-2 1.11772 2-12 1.73832
16-2 1.69995 3-12 2.87039
9-10 0.97997 4-12 1.50999
10-10 1.50200 5-12 4.16933

- 65 - '
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TRACT NUMBER  TRACT PARTICIPATION TRACT NUMBER TRACT PARTICIPATION

6-12 2.17411 2-14 0.79490
7-12 1.23795 3~-14 2.82838
8-12 0.41011 4-14 0.11702
9-12 0.61908 5-14 0.06822
10-12 1.30168 6-14 0.71371
11-12 1.86136 8-14 0.20142
12-12 1.90923 12-14 0.05596
13-12 1.01301 1-23 1.93305
14-12 1.14384 8-23 2.23083
15-12 2.58400 9-23 1.32371
16-12 1.30274 2-24 0.03959
1-13 0.04914 7-24 0.04449
2-13 2.50118

3-13 0.04064

4-13 0.46601

5~-13 1.19540

6-13 4.08746

7-13 0.03910
10-13 3.54386
11-13 0.08105
12-13 2,63477

13-13 0.08499
14-13 2.12797
15-13 1.74373

> //;gihfabtzxﬂ'f,
REVISION, May 1k, 1976 /// 7. .
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Basis of
Charges to
Common Account

(D

(m)

(n)

plus

3% of expenditures over $50,000.00 and
up to4100,000.00, plus

1% of all expenditures over $100,000.00.

There shall be no overhead charges for
projects costing $10,000.00 or under,

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 (2-1/27%) 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-
of to Unit Operator.

Rentals, payments in lieu of actual production
and royvalties, when paid by Unit Operator for
the Common Account.

Any other expenditures incurred by Unit 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.

26.08 (1) Outside Purchases
Material purchases shall be charged to the Common

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

(ii) 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%) per-
cent of Current New Price.

(b) Used Materials - Condition "B" amnd "C"

(1) Material which is in sound and service-
able condition and 1s suitable for re-use
without reconditioning shall be classed as

- 75 -
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Jurassic
Age

PART XXVIL
ELECTRICAL LOG

Chevron Daly WIW 8-14-10-28

K. B. Elevotion t636"
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TRACT
NO.

13-6
4=7

10-1
11-1
12-1
13-1
14-1
15-1
16-1

5-2

7-2

PART XXIT

THE LANDS IN THE PROVINCE OF MANITOBA WHICH COMPRISE
THE DALY UNIT NO, 3 ARE AS FOLLOWS:

LEGAL DESCRIPTION

TOWNSHIP 10, RANGE 27 WPM

LSD. 13, SECTION

LSD.

4,

SECTION

TOWNSHIP 10, RANGE

LSD.
LSD.
LSD.
15D.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.
LSD.

LSD.

3,
10,
11,
12,
13,

14,

SECTION
SECTION
SECTION
SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

- 62 =

TRACT
No L

16-2
9-10

10-10

16-10
1-11
2-11
3-11
4-11
5-11
6-11

7-11

- 8-11

9-11
10-11
11-11
12-11
13-11
14-11
15-11

16-11

LEGAL DESCRIPTION

TOWNSHIP 10, RANGE

28 WpM

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD,

LSD.

LSD.

LSD.

LSD.

LSD.,

LSD.

LSD.

16,
3,
10,
16,
1,
2,

3,

1€

16,

SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
*TCTION

SECTION

10
10
10
11
11
11
11
11
11
11
11
11
11
11
11
11
11
11

11



PART XXVIT
ELECTRICAL LOG

Chevron Daly WIW. 8-14-10-28
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TRACT NUMBER TRACT PARTICIPATION TRACT NUMBER  TRACT PARTICIPATION

6-12 2.17411 2-14 0.79490
7-12 1.23795 3-14 2,82838
8-12 0.41011 4-14 0.11702
9-12 0.61908 5-14 0.06822
10-12 1.30168 6-14 0.71371
11-12 1.86136 8-14 0.20142
12-12 1.90923 12-14 0.05596
13-12 1.01301 1-23 1.93305
14-12 1.14384 8-23 2.23083
15-12 2.58400 9-23 1.32371
16-12 1.30274 2-24 0.03959
1-13 0.04914 724 0.04449
2-13 2.50118

3-13 0.04064

4-13 0.46601

5-13 1.19540

6-13 4.,08746

7-13 0.03910

10-13 3.54386

11-13 0.08105

12-13 2.63477

13~13 0.08499

14-13 2.12797
15-13 1,74373

- 66 -
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PART XXIV

TRACT NUMBER TRACT PARTICIPATION TRACT NUMBER  TRACT PARTICIPATION
13-6 0.01618 16-10 0.00864
4-7 1.22137 1-11 2,45346
5-1 0.02491 2-11 1.14999
10-1 0.48041 3-11 0.60268
11-1 0.00470 4-11 1.89342
12-1 0.92143 5-11 0.05433
13-1 2,57163 6-11 0.48240
14-1 1.70119 7-11 1.13485
15-1 1.92163 8-11 2.08095
16-1 0.82597 9-11 1.39662
5-2 0.37064 10-11 1.05654
7-2 0.02995 11-11 0.41786
8-2 2.85886 12-11 0.24683
9-2 1.68366 13-11 3.20655
10-2 1.11117 14-11 0.89668
12-2 0.01922 15-11 1.30393
13-2 1.01951 16-11 0.91258
14-2 1.71467 1-12 2.11323
15-2 1.11772 2-12 1.73832
16-2 1.69995 3-12 2.87039
9-10 0.9799/ 4-12 1.30999
10-10 1.50200 5-12 4.16933
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PART XXIV

TRACT NUMBER TRACT PARTICIPATION TRACT NUMBER TRACT PARTICIPATION
13-6 0.01618 16-10 0.00864
4=7 1.22137 1-11 2.45346
5-1 0.02491 2-11 1.14999
10-1 0.48041 3-11 0.60268
11-1 0.00470 4-11 1.89342
12-1 0.92143 5-11 0.05433
13-1 2.57163 6-11 0.48240
14-1 1.70119 7-11 1.13485
15-1 1.92163 8-11 2.08095
16-1 0.82597 9-11 1.39662
5-2 0.37064 10-11 1.05654
7-2 0.02995 11-11 0.41786
8-2 2.85886 12-11 0.24683
9-2 1.68366 13-11 3.20655
10-2 1.11117 14-11 0.89668
12-2 0.01922 15-11 1.30393
13-2 1.01951 16-11 0.91258
14-2 1.71467 1-12 2.11323
15-2 1.11772 2-12 1.73832
16-2 1.69995 3-12 2.87039
9-10 0.97997 4-12 1.50999
10-10 1.50200 5-12 4.16933
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Chewan L
J Chevron Standard Limited
~ 400 - Fifth Ave. SW., Calgary, Alberta T2P QL7

July 5, 1976

Jaly Unit io. 3

RESOURCES N

ettt

_OF WS,
wguvmwr N

JuL 13 1976

ir, Jas. T. Cawley, P.Eng.

Chalrman

The 0il and Natural Gas
Conservation Board

Province of itanitoba Ll < ANCH

993 Century Street PETROLEUN\ BKRN

Vinnipeg, ilanitoba

R311 OW4 -

Dear Sir:

In accordance with Part V, Section 5.03, of the Plan for Unit Operation
Governing the Unitized Management Operation and Further Development of
Daly Unit Ho. 3, an organization meeting was held on June 29, 1976,

w3RSLAL2L by a unanimous vote

of all Unit ﬂorﬁiné inféfésﬁ‘dwheféf'w
Each Working Interest Owner designated a representative and alternate

representative to the Operating Committee as follows:

Working Interest Owner Representative Alternate
Ashland 0il Canada Limited F. E, Starratt R. A. Sawka
Chevron Standard Limited . G. W. Cruickshank D, M. HMahura
D. R. Henderson

PanCana Industries Ltd. W, T. Hatfield R. F. Atkinson

: N. . Cuming
Rundle Petroleums Ltd, R. F. Atkinson N. Y. Cuming
Scurry-Rainbow 011 Limited bB. Hl. Logan J. H. Siferd

Yours very truly,

(} L . .
/'_>/.¢/4/.,-‘ / -"- .

e

% G. . CRUICKSHAHK., C 2iipan
H i e U
/ Operating Committee

Difi/sb

cc: Mr. J. S. Roper
Dr. I. Haugh
Mr. C. Moster
[ie 76 07 09




Chevr.

P. Pisio

Chevron Standard

Co-erdinator
Units & Jont Ventures

Producing

Department

011 and Natural Gas Conservation

Province of Manitoba

156 Legislative Building
Wianipeg, Manitoba

R3C 0V8
Attention: Chairman

Gentlemen:

Limited

500 - Fifth Avenue S.W., Calgary, Alberta 2P OL7

1982-09-08

Qs et

Put cory jﬁ"w-a

THEGL}\I\'-) w\l'.h\ L(J .,I
CONS'RVATLA!F“APJ

-~ ’ C?<ZU~ ,
qzemﬂ?d/

Widaalmi s, T
SEF L2 g
k!
r‘(‘s&""‘%'\ [a“r'\
RS - i

Change of Representatives
Chevron Standard Limited

" Operated Manitoba Units

Board

Please note that effective immediately the Chairman of the Operating
Alternate

Committees for the following Units will be Mr. C. G. Folden.

representatives will be Mr. P. Pisio and Mr. J. R. Pedlar.

Daly Unit Ne. 3

Routledge Unit No. 1

Virden-Roselea Unit
Virden-Roselea Unit
Virden-Roselea Unit

No. 1
No. 2
No. 3

North Virden Scallion Unit No. 1

Please revise your records accordingly.

Jp/db

Dr. Haugh's Office - Sept.

Yours very truly,

A %A

Cf;;" P. PISIO

13/82

X,

c.' - H. Clare‘Moster




EXHIBIT NO.....ccevemeanen. é ............................. -
OIL & N. GAS CONSERVATION BOARD

DATE necr /7

The Oil and Natural Gas Conservation Board, HEARING..... i presssiennssssinngresssnesresssaen e
Provinee of Manitoba, .D/?AYU/V/Z'#SMNMJ
Legislative Building,

Box 42,

Winnipeg, Manitoba.

Gentlemen:

Her Majesty the Queen, in the Right of the Province of Manitoba, being
the owner of a Royalty Interest of a head lessor in the proposed Daly
Unit No. 3, as hereinafter set out:

Tract No. Royalty Owner's Interest
13-6 100%
9-10 100%
10-10 100%
16-10 100%
1-11 100%
2-11 100%
3-11 100%
4-11 100%
5-11 100%
6-11 100%
7-11 100%
8-11 100%
9-11 100%
10-11 100%
11-11 100%
12-11 100%
13-11 1007
14-11 100%
15-11 100%
16-11 100%
1-12 100%
2-12 100%
3-12 100%
4=12 100%
5-12 100%
6-12 1007%
7-12 1007%
8-12 100%
3-14 100%
414 100%
5-14 100%
6-14 100%

HEREBY AGREES to the Proposed Plan of Unit Operation entitled '"Plan for
Unit Operation Governing the Unitized Management Operation and Further
Development of Daly Unit No. 3", a copy of which Plan is attached hereto,

-1 -




The 0il and Natural Gas Conservation Board

and CONSENTS AND AGREES to the Board making an Order pursuant to Section
76 of The Mines Act of the Revised Statutes of Manitoba 1970, and amend-
ments thereto, ordering that a certain portion of the Daly Field as des-
cribed in the said Plan be operated as a Unit in accordance with the
Plan of Unit Operation.

SIGNED at Winnipeg, in the Province of Manitoba, this fi day of

Mg o ti , A.D. 1974 .

P SOt

Miffister of Mines, Reéﬁurces and
Zfﬁ ' Environmental Mahagement
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References to
terms and ex-
pressions

Definitions
"Accounting

Procedure"

"Common Account"

"Conservation
Board"

“Effective Date"

IIGasII

PLAN FOR UNIT OPERATION
GOVERNING THE UNITIZED MANAGEMENT
OPERATION AND FURTHER DEVELOPMENT CF

DALY UNIT NO, 3

PART I

INTERPRETATI ON

1.01 This Plan shall be construed with reference to "The

1.02

(a)

(b)

(c)

(d)

(e)

Interpretation Act"” and the terms and interpretation
of "The Mines Act" and regulations thereunder,

In fhis Plan unleés the context otherwise requires:
"Accounting Procedure' means the rules, provisions
énd conditions set fofth in Part XXVI hereof;
"Common Account' means the account set up and
maintained by Uﬁit Operator on behalf of the
Working Interest Owners as provided in Part VIII
hereof;

"Conservation Board" or "Board" means The 0il and
Natural Gas Conservation Board;
"Effective Date" means the hour of seven o'clock in
the forencon, official time, on

the first day of

, AD. 197__;

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

all fluid hydrocarbons not defined as 0il;



"Leases"

“011 "

"Operating
Comnmittee"

"outside
Substances"

"Particlpating
Interest"

"Royalty Owner"

(£)

(g)

(h)

(1)

&)

(k)

e oo rre—p—————— o 2 18

"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 similar

or dissimilar to the foregoing covering the lands
described in Part XXII hereof;

"0L1" 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 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 products ob-
tained by multiplying its respective working interest
in each Tract by the respective Tract Participation
of each Tract;

"Royalty Owner" means a person, other than a Work-
ing Interest Owner, who has any interest in a right
to receive a portion of the Unitized Substances or
a portion of the proceeds from the sale thereof,

including a reversionary interest, a royalty interest

-2 -
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"Salt Water
Disposal Well"

"Spacing Unit"

"Stock Tank
Barrel"

"Tract"

"Tract
Participation"

"Unit Area"

"Unit Facilities"

(L)

(m)

(n)

(o)

(»

(q)

(r)

reserved to the lessors named in any Lease, and

any overriding royalty interest, or an interest in
a payment under, or encumbrance on, 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 comverted to, salt
water disposal;

"Spacing Unit" means the area allocated by any
governmental body having jurisdiction with respect
theraeto for each well drilled for the purpose of
producing O0il and Gas from the Unitized Strata;

"a Stock Tank Barrel” means 34,9722 Canadian gallons
at sixty (60°) degrees Fahrenheit;

"Tract" means each parcel of land described as such
and given a Tract number in Part XXII1 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 included
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;

"Unit Facilities" means all tangible property of

every kind, nature and description (excepting
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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 with all facilities and equipment pur-
chased, constructed or acquired by Unit Operator
pursuant hereto;

“tnit eperated (s8) "Unit Operated Wells" means all wells (including

Hells wells drilled for the production of Unitized Sub-
stances, wells drilled for the purpose of producing
water only, 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
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" (t) '"Unit Operator" means the person appointed to manage
and conduct the operations hereunder who shall be a
Working Interest Owner unless the Operating Committee
unanimously otherwise agrees;

"Unitized Strata™ (u) "Unitized Strata" means the Lodgepole Formation,

(Souris River Beds) of Mississippian age underlying
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the lands described in Part XXII hereof, as sam is
shown on the electrical log of Chevron Daly Prov.
8-11 well in Legal Subdivision Eight (8) of Section
Eleven (11), Township Ten (10), Range Twenty-eilght
(28), West of the First (W.1lst) Meridian, in the
Province of Manitoba between the interval 2,330

feet and 2,465 feet (or to the base of the Cromer
Shale Facies), as measured from the Kelly Bushing.
The Souris River beds consist of submembers some-
times known as the Unnamed Upper Lodgepole, the Upper
Daly (Earthy Limestone Unit), the Middle Daly (First
Crinoidal), Cruickshank Shale Facies, Cruickshank

Crinoidal Facies, Cromer Shale Facies (Daly Shaly

Zone);
"Unitized (v} ‘"Unitized Substances'" means the 0il and Gas that
Substances'

are within or are produced from the Unitized Strata;
"Well” (w) '"Well" means any well within the Unit Area which has

been drilled to the Lodgepole Formation of Mississi-
ppian Age for the production of Oil and Gas;
"Working Interest (x) “Working Interest Owner" means a person who has the
Owner"
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, whether such right is derived from

ownership in fee simple or from a Lease.
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Unit Name

Operation as
a Unit

Effect of Unit

Operation

PART 11

UNIT OPERATION

2.01 The name of the Unit shall be "Daly Unit No, 3"

2,02

(hereinafter sometimes called "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 purposes of carrying out in the Unit Area and the
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-
ical development and producticn of the Unitfzed 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.

2,03 Without limiting its general effect, the unitization

o e i e vms 1 it Bt ot s e 4 e e e e
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Amendment of
Leases

Continuation
of Leases

Authority for
Operations

(a)

(b)

2.04

shall have the following specific effects:

On and after the Effective Date, the terms and pro-
visions of the Leases are hereby amended to the
extent necessary to make them conform to the tarms
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 Substancés shall,
except for the purposes of determining payments to
Royalty Owners, be considered as operations upon or
production from each Tract and such operations or
production shall operate to continue in force and
effect each Lease as if such operations had been con-
ducted and a Well had been drilled on and was produc-
ing from each Spacing Unit or portion thereof covered
by each Lease,

The Working Interest Owners are hereby collectively
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 produce such wells as the Operating
Committee deems advantageous to operations on or pro-
duction from the Unitized Strata, to abandon such
wells as they deem unnecessary and in general to do

all other things that the Operating Committee deems

-7 -



Royalty Owners

Not Obliged to

Pay Unitization
Costs, etc,

Tract
Participation

Determination of
Tract Participa-
tion

2,05

3.01

3.02

(a)

advisable for the purpose of accomplishing the most
efficient and most economical development and opera-
tion of the Unitized Strata. Without limiting the
generality of the foregoing, the Working Interest
Owners 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 injection wells any Well now
drilled or hereafter drilled into the Unitized Strata.
Nothing contained in this Plan shall be construad
as imposing upon any Royalty Owner any obligation
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
such Royalty Owner is obligated to pay for the same

by the terms of any lease.

PART III
TRACT PARTICIPATION

The Tract Participation of each Tract is shown in
Part XXIV hereof.

The Tract Participation of each Tract is the sum of
each of the following:

A current production factor: such factor is calcu-
lated by dividing the total amount of 0il production

from or allocated, pursuant to any agreement
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between the Working Interest Owners and the Royalty

Owners of such Tract, to such Tract during the pariod
of January 1, 1974 to December 31, 1974, both days
inclusive, by the total amount of 0il production
from or allocated to all Tracts during the same
period of time and multiplying by ninety (90).

(b) A cumulative production factor: such factor is cal-
culated by dividing the total amount of 0il produc-
tion from or allocated, pursuant to any agreement
between the Working Interest Owners and the Royalty
Owmers of such Tract, to such Tract up to and in-
cluding December 31, 1974 by the total amount of 0il
production fxrom or allocated to all Tracts up to

and including December 31, 1974 and multiplying by

ten (10).
Tract Partici- 3.03 The total of the Tract Participations for all Tracts
pations Equal
100% shall at all times equal one hundred percent (100%).
Part III 3.04 This Part III 1s explanatory and the Tract Participa-
Explanatory

tions shown in Part XXIV shall be deemed to be cor-

rectly made in accordance with this Part III,

PART IV
ALLOCATION OF PRODUCITION

Allocation 4,01 All Unitized Substances produced and saved shall
to Tracts

be apportioned among and allocated to the several
Tracts in accordance with their respective Tract
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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.

Pelivery of 4.02 The Working Interest Owners entitled to the Unit~
Unitized

Substances ized Subastances allocated to each Tract shall have
in Kind

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,
Distribution 4,03 The Unitized Substances allocated to each Tract shall
Within Tracts
be distributed by the Working Interest Owners of such
Tract among, or accounted for to, the persons 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

- 10 -



on the allocated production in full settlomont, sat-
isfaction and discharge o the obligation of any
Working Intereat Owner to make royalty payments on
Unitized Substances under their respective Leases.
Fallure to 4,04 To the extent that any Working Interest Owner entitled
Take in Kind
to take and receive in kind any portion of the Unit-
ized Substances shall fail to take or otherwise ade-
quately dispose of the same currently as and when
produced, then so long as such conditions 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 avold curtailing the operation of
the Unitized Strata, disposé 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 s0
disposed of by Unit Operator shall be paid to the
Working Interest Owner entitled thereto, The auth-
ority 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
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Over-production

4.05

(a)

(b)

hereunder by notice in writing to Unit Operator and
by taking in kind all of its share of production not

previously contracted for sale,

A proper and timely gauge shall be made of all tanks
delivered to Unit Operator to ascertain the amount of
0il 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
Congervation Board, the amount of such over-produc-
tion of Oil then in such tanks which has been produced
from the Lodgepole Formation of the Mississippian Age
shall be deemed to be Unitized Substances. Exceﬁt as
aforesaid the 011 in such tanks shall remain and be at
the risk of and be the property of the Working Inter~
est 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 purchaser dir-
ectly to such Working Interest Owner,

1f any production in excess of the cumulative produc-
tion allowable of any Tract as of the Effective Date

was sold prior to the Effective Date, the Unit
- 12 -



Royalty on Out-
side Substances

(c)

4,06

Operator during the month or months next following

the Effective Date shall withhold from the Unitized
Substances which, except for the provisions of this
subparagraph, would have been allocated to a Tract

or Tracts from which the 0il sold was produced in ax-
cess of the cumulative production allowable, an anount
equal to such excess production on the Effective Date,
and the amount or amounts so withheld shall be re-
allocated to all of the Tracts in proportion to their
respective Tract Participations. Such withholding

and re-allocation shall be continued until the full
amount of any such excess production in respect to

any Tract or Tracts has been withheld and re-allocated,
No allowance shall be made to any interested person
for any under-production of 0il from its Wells prior
to the Effective Date.

If any Outside Substance is injected into the Unitized
Strxata, any like substance contained in Unitized Sub-
stances subsequently produced and sold or used for
other than operations hereunder, shall be deemed to be
an Outside Substance until the volume of such Out-
side Substance injectedinto the Unitized Strata is
recovered. No payments shall be due or payable to
Royalty Owners on any substance which is deemed to be

an Outside Substance.
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Use of Unitized
Substances

Operating
Committee

Representatives
on the Operating
Committee,

4.07

5.01

5.02

The Working Interest Owners may use as much of the
Unitized Substances (excluding 0il) as they deem nec-
essary for the operation and development of the Unit-
ized Strata, including, but not limited to, their in-
jection into the Unitized Strata and in the operation
of any plant or plants handling Unitized Substances.,
No royalty or other payment shall be payable in res-
pect thereto or in respect to Unitized Substances un-
avoidably lost. Such Unitized Substances so used, in-
jected or lost shall be excluded in allocating pro-

duction.

PART V

ORGANIZATION OF THE
OPERATING COMMITTEE

There is hereby created an Operating Committee which
shall be composed of one representative of each Work-
ing Interest Owmer 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 al-
ternate representative, or alternate representatives
on the Operating Committee who, in the absence of the
designated repregentative, shall have the rights and

powers of such representative, In the event any Work-~
- 14 -



Organization
Meeting of the
Operating
Committee

5.03
(a)

(b)

(c)

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
chairman pro tem of the organization meeting of the
Operating Committee and shall forthwith forward the
name and address of each Working Interest Owner's
representative, 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 organization meeting of the Operat-
ing 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 no-
tify the Chairman of the Conservation Board of such
appointment and thereafter the representative of Unit
Operator shall act as Chairman of each meeting of the

Operating Committee without in any manner restricting
~- 15 -



Change of
Representative

Voting Interest

Meetings

5.04

5.05

5.06

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 thom there~
on and such member shall, if so required by his prin-
cipals cast his vote for each principal separately.
Each member of the Operating Committee, in voting on
all matters coming before the Operating Committee,
shall have a voting interest equal to the Participa-
ting Interest of the Working Interest Owner reprasen-
ted.

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 membersof the Operating Committee in writ-
ing 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
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Voting by

Telegram, etc,

Polls

5.08

such meeting, and no other matters shall be voted up-
on 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 Operating Committee not represented
at any particular meeting may vote, by letter or talo-
gram addressed to and received by the Unit Operator
prior to the hour fixed for the meeting, on any ques~
tion presented thereat of which it has been notified,
Members so voting shall be considered present as re-
gards such matters on whi ch 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 is taken it shall
be conducted by the Unit Operator, either by letter
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 int-
erests 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
- 17 -



Minutes of
Proceedings

Voting

of the giving of such notice; PROWIDED, THAT, any
failure to vote within the stipulated time, shall be

consldered as an affirmative vote.

5.09 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 moticns and
resolutions offered or acted upon, together with the
results of such action and such other formal action

as may be taken by the Operating 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 OPERATING COMMITTEE

6.01 The Working Interest Qwners acting through the Oper-

ating Committee and Unit Operator shall carry out the
purposes of this Plan and shall determine and decide
all matters by concurring vote of members of the
Operating Committee representing at least two (2)
Working Interest Owners owning at least seventy-five
percent (75%) of the Participating Interests and

such vote shall be binding on all Working Interest
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Quorum

Rights Granted
the Operating
Commi ttee

6.02

6.03

(a)

(b)

(c)

Owners; PROVIDED, HOWEVER, that any abstention or
other failure to vote shall be considered as an
affirmative vote.

At any meeting of the Operating Committee a quorum
ghall consist of the representatives personally pre-
sent of not less than two (2) of the Working Interest
Owners having, in the aggregate, seventy-five percent
(75%) or more of the total Participating Interests.
All rights, powers, privileges and duties hereunder
not specifically delegated to Unit Operator ot
reserved to the individual Working Interest Owners
are hereby granted collectively to the Operating
Committee. Without limiting the generality of tle
foregoing, the following rights and powers are
granted to the Operating Committee:

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

To approve or disapprove the drilling of additionmal
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
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that were included in a previously approved budget;

(d) To appoint an Audit Committee to represent all Work-
ing Interest Qwners 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 audits;

(e) To f£ill any vacancy occurring in the position of Unit
Operator; PROVIDED, THAT, no Unit Operator shall vote
to succeed itself in the position of Unit Operator;

(f) 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;

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

(h}) To approve an annual budget as in Sectiop 8.04 here-
of provided;

(1) To approve the method of disposal of surplus

Material;
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Powers and
Duties

¢}

To amend Part XXVI hereof from time to time whetherx
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 effective
until the approval of the Conservation Board to such

increase in charges has been obtained.

PART VIIL

POWERS AND DUTIES OF UNIT OPERATOR AND
(M 1T O

7.0l Unit Operator shall, subject to the provisions hereof

(a)

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 inc luding, but
not limited to the following: the drilling, operat-
ing, maintaining, repairing, suspension and abandon-
ment of all Unit Operated Wells whether for produc-
tion, 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 Unit Facilities of
whatsoever character necessary or convenient for the

conduct of operations hereunder;
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{(b) 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;

(c) 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
inventory during the preceding calendar month;

{d) 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 & bona fide dis-
pute;

(e) Freely consult with the Operating Committee and keep
it advised of all matters arising in connection with
unit operations, which Unit Operator, in the cxer-
cise of its best judgment, considers important. Unit
Operator shall furnish to the members of the Operat-
ing Committea such reports in connection with unit
operations as the Operating Committee may direct.

Hiring of 7.02 Unit Operator shall fix the number of, hire and dis-
Employees
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Letting of
Contracts

Unit Operator's
Authority for
Expenditures

7.03

7.04

miss and pay and supervise all employees required for
the operations hereunder and shall determine the
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 dril-
ling, 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 operatioms 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
Ten Thousand Dollars ($10,000.00) in respect of 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
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Unit Operator
to Have Rights
of Working
Interest Owner

Change of
Operator

Release from
Duties

7.05

7..00

(a)

(b)

(e)

7.07

Operator shall advise the Operating Committee of
such action and expenditures.

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

as Unit Operator as long as it continues to own a
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 percent (85%)
of the remaining Participating Interests;

May resign at any time upon one hundred and eighty
(180) days' written notice to the Operating Committee
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
ite duties and obligations hereunder at the hour of
seven o'clock in the forenoon, official time on the

first day of the calendar month following the expir-

- 24 -



Surrender of
Operating
Rights

7.08

ation of one hundred and eighty (180) days from the
date of delivery of notice of such removal or resig-
nation, or such earlier date as a successor Unit
Operator shall have been designated by the Operating
Committee, and shall have assumed the duties of

Unit Operator.

At the effective time of the release from its duties
of any Umit Operator, or upon the selection of a
successor Unit Operator, the preceding Unit Operator
shall surrender possession of, and deliver to, the
successor Unit Operator the exclusive charge, manage-
ment 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 hersunder except the unsatisfied duties

and obligations of the preceding Unit Operator
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Selection of
Successor Unit
Operator

Audit

Common Account

7.09

7.10

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 successor
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
Area to be made forthwith to the effective time of

the appointment of a successor Unit Operator.,

FART VIII

EXPENDITURES AND LIABILITIES

8.01

Unit Operator shall set up a Common Account on be~
half of the Working Interest Owners for all costs
and expenses incurred by it and all monies received
by it in connection with the development and opera-
tion of the Unit and all of the said costs and ex-
penses shall be charged, and all of the said menies
shall be credited to the Working Interest Owners in

accordance with the provisions hereof,
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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 Owners in
proportion to thelr respective Participating Inter-
ests,

For the purposes of this Plan capital expendi-

tures shall be as determined by the Operating Comr

mittee,
Unit Operator 8.03 Unit Operator shall initially pay and discharge all
to Make Initial
Payment costs and expenses Incurred in the operations here-

under, Unit Operator shall bill each Working Interest
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
proportionate share of such costs and expenses with-
in the said thirty (30) day period, the unpaid
amount shall, at Unit Operator's discretion, bear
interest at a rate equivalent to the prime lending
rate of interest then quoted by the chartered bank

used by Unit Operator in Manitoba plus one percent
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Annual Budget,
etc.

8.04

(1%) per annum, such interest to be calculated from
the end of the said period until paid, and shall be
for Unit Operator's sole account, and Unit Operator
shall have the rightat its option at any time there-
after, such default continuing, to enforce the lien
hereinafter provided for upon the respective inter-
ests 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 remainder of the then cur-
rent calendar year and for the ensuing calendar year
if the Effective Date is later than October 31, 1975,
and on or before the first day of each November after
the Effective Date shall prepare a budget of estima-
ted 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 pro-
per; PROVIDED, HOWEVER, that if Unit Operator's total
expenditures for the year are within ten percent (10%)
of those costs and expenses approved in any budget,
such expenditures shall be considered as having been
approved. A copy of each such budget and adjusted

budget shall be promptly furnished each
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Advances to
Unit Operator
= Capital Fund

8.05

Working Interest Owner,

Approval of the budget by the Working Interest
Owners shall constitute authorization to the Unit
Operator teo 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 proporticnate share of such
capital expenditures by submitting to each Working
Interest Owner on or before the last day of each cal-
endar month an estimate of such capital expenditures
for the succeeding calendar month based on an approved
budget of estimated costs and expemses 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 proportionate 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 a rate
equivalent to the prime lending rate of interest then
quoted by the chartered bank used by Unit Operator in
Manitoba plus one percent (1%) per annum, such inter-
est to be calculated from the end of the said fifteen

(15) day' period until paid, which interest shall be
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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,

Advances to 8.06 Unit Operator, in lieu of advancing monies for the
Unit Operator
- Operating Fund costs and expenses incurred in the maintenance and

operation of the Unit Area may, at its election, re-
quire the Working Interest Ownexrs to advance their
respective proportionate share of such costs and ex-
penses by submitting to each Working Interest Ouner
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 oper-
ation, 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 a rate
equivalent to the prime lending rate of interest then
quoted by the chartered bank used by Unit Operator in
Manitoba plus one percent (1%} per amnnum, such inter-
est to be calculated from the end of the said thirty

(30) day' period until paid, which interest shall be
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Unit Operator's
Lien

8.07

for the Unit Operator's sole account. After the es-
tablishment of this operating fund, which will be
separate from that required in Section 8.95 hereof,
and which shall at no time exceed one (1) month's es-
timated expenditures, each Wa king Interest Owner
shall remit to the Unit Operator its proportionate
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 Wor king 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",
have a lien upon the interest of each Working Interest
Owner in any unsold Unitized Substances, upon the pro-
ceeds of the sale of any Unitized Substances, and up~
on 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 Unit-
ized Strata. Such lien shall have priority over any
lien by any Working Interest Owner.

In the event of the failure of any Working
Interest Ouner to pay its share of the costs and ex-

pensées incurred hereunder when due, as provided here-
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in, 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 Int-
erest Owner's share of the Unitized Substances, in-
cluding the proceeds from previously executed sale
contracts made by or for such defaulting Working
Interest Owner., Unit Operator shall apply all such
sums 8o collected against the defaulting Working
Interest Owner's unpaid billis, the excess of such
proceeds over the unpaid bills, if any, to be paid
to the Working Interest Owner entitled thereto 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 such default-
ing Working Interest Owner pursuant hereto and apply
the same ageinst smounts due from such Working Int-
erest Owner. The rights granted to Unit Operator in
this Section shall not be construed ss exclusive
remedies but shall be in addition to all rights,
privileges and remedies afforded Unit Operator by

other provisions hereof and by law., Service of a
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Contributions

to Unit Operator
Upon Fallure to
Collect Certain
Debts

8.08

true copy of this Plan shall constitute written
authorization on the part of such defaulting Working
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
Operator with respect to operations hereunder shall
constitute 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, veri-
fication and audit provided herein,

1f Unit Operator shall not have received full reimbur-
sement 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, shall, un-
less 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
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Pre-unit
Expense

Commingling
of Funds

Responsibility
for Payments

8.09

8,10

to the total Participating 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 contri-
buting shall be proportionately subrogated to Unit
Operator's right and lien under Section 8,07 hereof,
Each Working Interest Owner shall pay a part of the
reasonable cost, as approved by the Operating Commit-
tee, of unitizing the Unit Area in proportion to its
Pgrticipating 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 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 Opera-
tor, against any liability for any Lease rentals,
taxes, (excepting any taxes assessed on Unit Facil-
ities which shall be paid by Unit Operator and
charged to the Common Account), royalties, overrid-
ing royalties, oil payments, net profit contracts and
all payments out of, or burdens on, the Lease or

Leases and Tracts contributed by it and received into

- 34 -



the Unit Area.

PART X

DELIVERY (F WELLS AND EQUIFMENT -
OWNERSHIP OF UNIT FACILITIES

Delivery of 10.01 Each Working Interest Owner shall, as of the Effective
Wells - Salt

Water Disposal Date, contribute to the Working Interest Owners, act-
Wells

ing through Unit Operator, the exclusive use for all
purposes of all of its Salt Water Disposal Wells
shown listed in Part XAI hereof which in the opinion
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,
completing 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 produc-
tion 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
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Warranty

10.02

operations in the Unit Area,
Unit Operator shall, within sixty (60) days of the
delivery of any well, or wellsite and operating equip-
ment, carry out such tests as may be necessary to
determine its mechanical condition as of the Effec-
tive Date and, in the event any such well or wellsite
and operating equipment is in sound mechanical condi-
tion it shall be accepted by Unit Operator and there-
upon become a Unit Operated Well, or Unit Facility,
In the event that any such well or wellsite or oper-
ating 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 effi-
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Controllable
Material

10.03

cient 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 whe contributed the properties at
fault shall perform the work at its own cost and ex-
pense, or if such Working Interest Owmer 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 opera-
tion 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 purpose of this Part X "Controllable

Material' shall be all material from time to time
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Appointment of
Inventory
Committee

10.04

classified as such by the Operating Committee, but
shall exclude surface and production casing, casing
bowl and casing hanger and flow lines;

The Operating Committee shall appoint an Inventory
Cormittee for the purpose of making an inventory

of the Controllable Material taken over by Unit
Operator. Each Working Interest Cwner, 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 Control-
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 falled to supply such inventory as afore-
said, the Inventory Committee shall proceed to in-
ventory such Working Interest Owner's Controllable
Material and shall supply such Working Interest Owner
with a copy thereof which shall be binding upon such
Horking Interest Owner unless it protests or questions
such inventory within fifteen (15} days of thereceipt
thereof, Sald Inventory Committee shall take promptly
an inventory of alil said Controllable Material and
check the same against the aforesaid inventories
furnished by the Working Interest Owners., Such inven-

tories shall then be priced at current new price, as
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Working Interest
Owner's Ownership
of Unit Facilities

List of Ease-
ments, etc,

Unit Operator
to Advise Surface
Rights Required

10.05

11.01

11.02

defined in Part XXVI, by the Inventory Committee and
submitted to the Operating Committee who will deter-
mine the percentage 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.
Upon approval of the priced inventories report by

the Operating Committee, each Working Interest Cwner
shall have an initial share in the Unit Facilities

which is equal to its Participating Interest.

PART XI

SURFACE RIGHTS

As soon as reasonably possible after the Effective
Date, each Working Interest Owner shall submit to
Unit Operator a list of all easements, rights-of-way,
surface leases, rights-of-entry and other surface
rights which it holds and which are required in con-
nection with unit operations together with particu~
lars thereof, including rentals payable, if any.

Unit Operator shall, as soon as reasonably possible
after the receipt of the aforesaid lists, 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 QOperator,
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assign such rights to Unit Operator. Any such assign-
ment shall, unless contrary to any then existing law,
contain a provision permitting the assignor of the
same the use thereof for exploration and production
operations for strata other than the Unitized Strata
without interfering with unit operations,

Surrender of 11,03 Unit Operator may also from time to time surrender

Surface Rights
said surface rights, or any of them, that are no
longer 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 PROVIDED,
FURTHER, that Unit Operator shall give the Working
Interest Owner who assigned the same sixty (60) days'
notice of surrendering such surface rights and such
Working Interest Owner may elect to receive from
Unit Operator an assignment of such surface rights.
Any surface rights not required for the operations
hereunder may be held or disposed of by the Working

Interest Owner holding the same in such manmer as it

may deem fit.

Surface 11.04 After the Effective Date hereof all costs of surface
Charges to
Commont Account rights required for the operations hereunder and all

liabilities accruing in connection therewith shall

be for the Common Account,
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Fee Simple

Unit Operator
May Acquire
Additional
Surface Rights

11.05

11.06

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
Ouwner, Unit Operator may use the same, provided

that such Working Interest Ownér 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 additional surface rights as are necessary for
the operations hereunder, and the expense thereof,
including rentals, shall be charged to the Common
Account.

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 Committee
enter into agreements with any of the Working Interesi

Owners or other persons for the non-exclusive use and
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partial maintenance of any roadways, access road, or
similar surface right and the cost or proceeds there-

of shall be charged or credited to the Common Account,

PART XII
INDEMNITY
Liability for 12.01 In the event any Working Interest Owner does not
Loss of Title
have the right to develop and operate any Tract in
which such Working Interest Owner claims to have a
working interest insofar as such Tract comprises the
Unitized Substances, any loss 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
liability, loss, cost or damage sustained by them
and resulting from the failure to have such right;
PROVIDED, HOWEVER, that to the extent 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 to such Tract,
Maintenance 12,02 Each Working Interest Owner shall do all necessary
of Leases
acts and things and make all payments required in

order to maintain the Lease or Leases covering the
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Liability for
Loss of Title
to Wellsite and
Operating
Equipment

12.03

Tracts contributed hereto by it in full force and
effect during the term hereof, excepting only obliga-
tions arising out of or aceruing 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 fail

or refuse to do any act or thing or make any payment
required as aforesaid, Unit Operator, with the
approval of the Operating Committee, on behalf of and
for the Common Account, shall have the right to per-
form 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 reépect to any other amount owed
by a Working Interest Owner to Unit Operator here-
under.

Each Working Interest Owner shall be liable to each
other Working Interest Owner, including Unit Operator
for any and all liability, loss, cost or damage sus-
tained by them and resulting from any claim or any

cause of action arising in consequence of any failure

- 43 -



Titles
Committee

13.01

or deficiency in such Working Interest Owner's title
to any wellsite and operating equipment, or other
facility taken over by Unit Operatoer, or in conse-
quence of any action of such Working Interest Ckmer

with respect thereto.

PART XIII

APPROVAL OF TITLES

There shall be a Titles Committee appointed by the
Operating Committee which shall examine the title

to all Tracts in the Unit Area. Each Working
Interest Owner in the Unit Area, shall, upon request,
submit to the Titles Committee all title data and in-
formation 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 disapproval of title docu-
ments 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 shall be deemed to have been
approved by the Operating Committee; PROVIDED, THAT,
no approval of title documents by the Operating Com-
mittee shall be construed as a warranty or certifi-

cation of title in and to any portion of the Unit
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Pisputes and
Non- approved
Titles

14.01

(a)

(b)

Area or the Unitized Substances.

PART X1V
DISPUTES
If there is now or should hereafter be any dispute
involving the working interest in a Tract then the
Working Interest Owner concerned shall immedistely
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 shall:
sell 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
1i) the amount of money properly payable to the
Royalty Owner of the Tract pursuant to the provi-
sions 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 sub-
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Filing

Plan Binding
on Successors

(c)

15.01

16.01

sequently declared to be the owner of the work-

ing interest in such Tract on a final determin-

ation of the dispute;
pay the balance of the proceeds to a trust company
to be held by it until settlement 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, Resources and Environmental Management
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 XVI1
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.
- 46 -



Assignments,
etc. Subject to
Terms of Plan

When Change
of Ownership
Binding

16.02 Any disposition of any interest owned by any Working

16.03

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 80 provided or not, shall
operate to impose upon the person or persons acquiring
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
its 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
hereundar (by whatever means accomplished) of any
Working Interest Owner shall be binding on Unit Opex-
ator or the other Working Interest Quners 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, official time, on the first
day of the month following the month in which the
person acquiring such intérest delivers to Unit

Operator the original or certified copies of all
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Disposition Must
Include Related
Interest in Unit
Facilities or
Unit Area

16.04

instruments, documents and other information neces-
sary 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 Owners.,
Notwithstanding the foregoing, no interest in the
Unit shall be disposed of unless such transaction
shall include a like disposition of a related interest
in the Unit Facilities and likewise, no disposition
of any interest in the Unit Facilities shall be
effective unless such transaction shall include a
like disposition of a related working interest in

the Unit Area, it being the intention hereunder that
no working interest in the Unit Area shall be owned
apart from a related interest in the Unit Faellities,
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 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-
ity insofar as the other Working Interest Owners are

concerned,
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Assignment not
to Relieve from
Obligaticns

tnit Operator
not to Assign
Rights

No Surrender
of Lease
Without Consent

What Term
"digposition”
Includes

16.05

16.06

16.07

16.08

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 unless such assignment is made
a part of and to the same assignee as the assignment
of all of its interests in the Uniti;ed Strata and
the Unitized Substances.

No HWorking Interest Owner shall surrender its
interest in any Lease covering any portion of the
Unitized Strata without the written congsent of the
Operating Committee, 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
not apply to a disposal by way of mortgage, pledge or
hypothecation; PROVIDED THAT, the mortgagee oO%
pledgee shall hold its security subject to all the
terms of this Plan and upon any realization or fore-
closure of the security, the purchaser, morigagee Or
pledgee, as the case may be, shall become bound by

all the terms of this Plan.
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Access to
Unit Area

Plan Affects
Only Unitized
Strata

PART XVII

INDLVIDUAL RIGHTS AND PRIVILEGES
OF THE WORKING INTEREST OWNERS

_OF THE WORRING 1N Rnhns =

17.02

Fach Working Interest Owner shall be entitled, at its
own sole risk and expense, LO have access to the Unit
Area at all reasonable times upon notice to Unit Oper-
ator 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 informa-
tion pertaining to the Unit Operated Wells, the re-
cords of production and the records of all other unit
operations, to be present during the drilling, test-
ing and completion of all Unit Operated Wells, and

to make copies of well logs, drilling progress and
casing reports, and reports of production and storage.
The presence of a working Interest Owner OX its rep-
resentative 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.

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 dis-
covery and/or production of other than Unitized Sub-

stances, PROVIDED, HOWEVER, that such operations
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Abandonment
of Wells

17.03

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 reasonable
precautions customary in the industry and as may be
required by the Conservation Board and by Unit Oper-
ator to protect from waste, pollution, drainage and
damage the Unitized Substances and the Unitized
Strata.

If Unit Operator, with the approval of the Operating
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 Owmer
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 ten (10) days after said
Working Interest Owner has so notified Unit Operator,
said Working Interest Owner shall pay to Unit Opera-

tor the value of the well equipment as determined in
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(a)

(b)

{c)

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;
to case or seal off the Unitized Strata in said well
in an efficient and workmanlike manner and in accord-
ance with the applicable laws, rules, regulations 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 and in accord-
ance with the applicable laws, rules, regulations and
orders,

1t is understood, however, that such Tract shall
continue to have allocated to it a percentage share
of the Unitized Substances produced and saved from
the Unit Area in accordance with its Tract Participa-
tion despite the cessation of the production there-
from 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 Operator shall proceed properly

to plug and abandon the same in accordance with the
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Workers
Compensation

Insurance

Contractor's
Insurance

18,01

18,02

18,03

applicable laws, rules, regulations and orders, and
shall salvage such casing and other equipment there-
from as is reasonably practicable, for the Common
Account.

Upon the abandonment of any well hereunder, the
Working Iaterest Owmer, OF Unit Operator, as the case
may be, abandoning same shall clean up the surface at
the wellsite to the satisfaction of any goveraumental
body having jurigdiction with respect thereto, and to
the reasonable satisfaction of the owner and/or

occupier thereof,

PART XVIII

INSURANCE
Unit Operator shall comply with all laws relating to
Workers Compensation in the Province of Manitoba.
Unit Operator shall carry, for the Common Account,
such insurance as may be approved by the Operating
Comuittee and shall notify each Working Interest
Ouner in writing currently as to the kind and amounts
of such insurance. Notwithstanding anything herein
contained each Working Interest Owner shall have the
right to be a self-insurer as to its interest in the
Unit Facllities.
Unit Operator shall require all contractors employed

by it to comply with all laws relating to Workers
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Settlement of
Claims

Unit Operator's
Liability

18.04

18.05

Compensation in the Province of Manitoba and to carry
such insurance 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 Five Thousand
Dollars ($5,000,00) 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 proportionate to its Partici-
pating 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 in-
structions 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 liability resulting from the gross
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No Right of
Partition

Force Majeure

19.01

19.02

negligence or wilful misconduct of Unit Operator or
any of ity employees exercising supervisory functions,
but no act or omission of Unit Operator shall, of
itself, be deemed gross negligence or wilful miscon-
duct if such act or omission is done or omitted at

the instructions of, or with the concurrence of , the

Operating Committee.

No Working Interest Owner or Royalty Owner 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 af ore-
gaid Unit Facilities and lands affected by this Plan,
including the Unitized Strata.

All obligations hereunder shall be suspended while,
but only so long as, any person is prevented from
complying therewith, in whole or in part, by strikes,
lockouts or other Lndustrial disturbances, fire,
explosion, 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, regula-

tions or orders, inability to obtain necessary
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No Co-operative
Marketing

Titles
Unaffected by
Unitization

Duties
Separate not
Joint or
Collective

19.03

materials in open market, inadequate facilities for
the transportation of materials or for the disposition
of Unitized Substances, or any other cause, whether
similar or dissimilar to the foregoing, beyond the
reasonable control of such pérson; 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 re-
quired against its will to adjust or settle any 1?bour
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 aforesald causes.

Nothing herein shall be construed as providing direct-
ly or indirectly for any co-operative or jolnt sale

or marketing of Unitized Substances.

19.04 Nothing herein shall be construed as a transfer of

19.05

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 separ-
ate and not joint or collective, and nothing con-
tained herein shall ever be construed to create a

partnership of any kind, or an association, or as
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imposing any partnership duties, obligations or lia-

bilities.
Individual 19.06 Except as otherwise expressly provided herein, each
Obligation
Working Interest Owner shall be individually respon-
sible only for its own obligations as set out herein,
and shall be liable only for its proportionate share
of the costs and expenses and liabllities.
PART XX
TERM OF PLAN
Term of FPlan 20.01 This Plan shall remain in full force and effect so

long as Unitized Substances are produced or are cap-
able of being produced from the Unitized Strata in
paying quantities and as long as operations are con-
ducted 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 percent
(95%) of the Participating Interests and such vote
shall be binding upon all the Working Interest Owners

and Royalty Ownexs.
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Rights on
Termination
of Plan

Salvage Costs

20,02

20,03

Upon the termination of this Plan, all rights in and
to the Tracts shall revert to the owners and lessees
thereof, and Unit Operator shall arrange for the
salvaging, liquidation and other distribution of the
Unit Facilities., The owner of the 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 falr 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 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 coat of
salvaging, liquidation, or other distribution of

assets and properties used in the development and
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On Termination
of Plan -
Operation Shall
Cease

Working Interest
Owners to Advige
Royalty Owners
of Termination

Rehearing,
Amendments,
etc,

20,04

20,05

20,06

(a)

(b)

(c)

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
provigsions of the Leases affecting the separate
Tracts,

The Working Interest Owners shall advise their res-
pective Royalty Owners of the termination of this
Plan within thirty {30) days of such termination.

No application for a rehearing of the matters herein
provided for, or for any amendments to this Plan in
any respect, shall be heard by the Conservation Board
within three (3) years of the Effective Date unless:
a majority of the Working Interest Owners, owning at
least seventy-five percent (75%) of the Participating
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 T0 UNIT OPERATOR PURSUANT TO PART X

Chevron East Daly Prov, 13-6-10-27
Rundle Lincoln Daly 4-7-10-27
Chevron Daly 5-1-10-28

Chevron Daly WIW 10A-1-10-28
Chevron Daly 11-1-10-28

Chevron Daly WIW 12-1-10-28
Chevron Daly 13-1-10-28

Chevron Daly WIW 1l4~1-10-28
Chevron Daly 15-1-10-28

Chevron Daly WIW 16~1-10-28
Chevron Haskett Daly 5-2-10-28
Chevron Daly 7-2-10-28

Chevron Daly 8-2~-10-28

Scurry Haskett Daly 9-2-10-28
Scurry Haskett Daly 10-2-10-28
Chevron Haskett Daly SWD 12-2-10-28
Chevron Haskett Daly 13-2-10-28
Chevron Haskett Daly 14~2-10-28
Chevron Daly 15-2-10-28
Chevren Daly WIW 16-2-10-28
Chevron Daly Prov. 9-10-10-28

Chevron Daly Prov, 10-10-10-28
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Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chavron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Baly
Daly
Daly
Daly
Daly
Daly
Daly

Daly

Prov.
Prov,
Prov.
Prov.
Prov.
Prov.
Prov.
Prov.
Prov.
Prov.
Prov.
Prov.
Prov.
Prov.
Prov,
Prov.
Prov.
Prov.
Prov.
Prov.
Prov.

Prov.

16-10-10-28
1-11-10-28
WIW 2-11-10-28
3~11-10-28
4=11-10-28
5-11-10-28
WIW 6-11-10-28
7-11-10-28
WIW 8-11-10-28
9-11-10-28
WIW 10-11-10-23
11-11-10-28
WIW 12-11-10-28
13-11-10-28
WIW 14-11-10-28
15-11-10-28
WIW 16-11-10-28
1-12-10-28
WIW 2-12-10-28
3-12-10-28
WIW 4~12-10-28

5~12~10-28



Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Daly
Daly
Daly
Daly
Daly

Daly

Prov, WIW 6-12-10-28

Prov. 7-12-10-28

Prov. WIW 8-12-10-28

9-12-10-28
WIW 10-12-10-28

11-12-10-28

Chevron Daly WIW 12-12-10-28

Chevron

Chevron

Daly

Daly

Scurry Jones

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
Daly
bPaly

Daly

13-12-10-28

WIW 14~12-10-28
Daly 15-12-10-28
16-12-10-28
1-13-10-28
2-13-10-28
3-13-10-28

WIW 4-13-10-28
5-13-10-28
6-13-10-28
7-13~10-28
10-13-10-28
11-13-10-28
12-13-10-28
13-13-10-28
14-13-10-28
15-13-10-28

WIW 2-14-10-28
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Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Daly Prov. 3-14-10-28
Daly Prov. 4-14-10-28
Daly Prov. 5-14-10-28
Daly Prov. 6-14-10-28
Daly WIW 8-14~10-28
Daly 12-14-10-28
North Daly 1-23-10-28
North Daly 8-23-10-28
North Daly 9-23-10-28
North Daly 2-24-10-28

North Daly 7-24-10-28



PART XXTI

THE LANDS IN THE PROVINCE OF MANITOBA WHICH COMPRISE

THE D T NO, 3 ARE AS FOLLOWS:
TRACT TRACT
_NO, LEGAL DESCRIPTLON _NO, LEGAL DESCRIPTION
TOWNSHIP 10 K M TOWNSHIP 10, RANG 28 WPM
13-6 LSD. 13, SECTION 6 16~2 1SD. 16, SECTION 2
47 LSD. 4, SECTION 7 9-10 LSD. 9, SECTION 10
TOWNSHIP 10, RANGE 28 WEM 10-10 LSD, 10, SECTION 10
10~1 LSD. 10, SECTION 1 16-10 LSD, 16, SECTION 10
11-1 LSD. 11, SECTION 1 1-11 LSD. 1, SECTION 11
12-1 LSD, 12, SECTION 1 2-11 LSD. 2, SECTION 11
13-1 LSD. 13, SECTION 1 3-11 LSD., 3, SECTION 11
14-1 LSD. 14, SECTION 1 411 LSD, 4, SECTION 11
15-1 LSD. 15, SECTION 1 5-11 LSD. 5, SECTION 11
16-1 LSD. 16, SECTION 1 6-11 LSD. 6, SECTION 11
5-2 LSD. 5, SECTION 2 7-11 LSD. 7, SECTION 11
7-2 LSD, 7, SECTION 2 8-11 LSD. 8, SECTION 11
8-2 LSD. 8, SECTION 2 9-11 LSD. 9, SECTION 11
9.2 LSD, 9, SECTION 2 10-11 LSD. 10, SECTION 11
10-2 LSD. 10, SECTION 2 11-11 LSD. 11, SECTION 11
12-2 LSD. 12, SECTION 2 ©12-11 LSD. 12, SECTION 11
13-2 LSD. 13, SECTION 2 13-11 LSD. 13, SECTION 11
14-2 LSD, 14, SECTION 2 14-11 LSD. 14, SECTION 11
15-2 LSD. 15, SECTION 2 15-11 LSD. 15, SECTION 11
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TRACT
NO,

16-11
1-12
2-12
3-12
4-12
5-12
6-12
7-12
8-12
9-12

10~12

11-12

12-12

13-12

14~12

15-12

16-12
1-13
2-13
3-13
4-13

5-13

DESCRIPTLON
TOANSHIP 10, RANGE 28 WEM

LSD.
LSD.
LSD.
LSD.
LSD.
LSD,
1.SDh.
LSD.
LSD,
LSD,
LSD.
LSD,
158D,
LSD.,
LSD,
LSD.
LSD,
LSD.
LSD.

LSD.

13,

14,

SECTION
SECTION
SECTLION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION

SECTION

11
12
12
12
12
12
12
12
12
12
12
12
12
12
iz
12
i2
13
13
13
13

13
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6-13
7-13
10-13
11-13
12-13
13-13
14-13
15-13
2-14
3-14
414
3~14
6-14
8-14
12-14
1-23
8-23
9-23
2-24

7-24

LEGAI, DESCRIPTION
E 28

IOW
LSD.
LSD.
LSD,
LSD.
LSD,
LSD.
LSD,
LSD,
LSD,
LSD,
LSD,
LSD,
LSD.
LSD.
LSD.
LSD.
LSD.
LSD,
LSD,

LSD.

P
6,
7,

10,

11,

12,

13,
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PART XXIV

TRACT NUMBER TRACT PARTICIPATION TRACT NUMBER  TRACT PARTICIPATION
13-6 0.01618 * 16-10 0.00864 -
47 1.22137 1-11 2.45346 -
5-1 0.02491 -« 2-11 1.14999 -
10-1 0.48041 3-11 0.60268
11-1 0.00470+ 4-11 1.89342
12-1 0.92143 5-11 0.05433 -
13-1 2.57163 - 6~11 0.48240
14-1 1.70119 v 7-11 1.13485.
15-1 1.92163 8-11 2,08095"
16-1 0.82597 9-11 1.39662 -
5-2 0.37064 " 10-11 1.05654 -
7-2 0.02995 - 11-11 0.41786
8-2 2.85886" 12-11 0.24683 -
9-2 1.68366 - 13-11 3.20655
10-2 1.11117 14-11 0.89668 -
12-2 0.01922 - 15-11 1.30393 -
13-2 1.01951- 16-11 0.91258"
14-2 1.71467 - 1-12 2.11323
15-2 1.11772 % 2-12 1.73832 =
16-2 1.69995 - 3-12 2.87039
9-10 0.97997 4-12 1.50999 -
10-10 1.50200 - 5-12 4,16933 -
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TRACT NUMBER TRACT PARTICIPATION TRACT NUMBER  TRACT PARTICIPATICN

6-12 2.17411 - 2-14 0.79490 -
7-12 1.23795 3-14 2.82838 v
8-12 0.41011 -~ 414 0.11702
9-12 0.61908 » 5-14 0.06822 °
10-12 1.30168 - 6-14 0.71371 *
11-12 1.86136" 8-14 0.20142 *
12-12 1.90923 12-14 0.05596 *
13-12 1.01301" 1-23 1.93305
14-12 1.14384 - 8-23 2.23083 -
15-12 2.58400. - 9-23 1.32371
16-12 1.30274- 2-24 0.03959 °
1-13 0.04914 7-24 0.04449 ©
2-13 2.50118

3-13 0.04064

4-13 0.46601

5-13 1.19540

6-13 4.08746

7-13 0.03910 -
10-13 3.54386
11-13 0.08105 -

12-13 2.63477
13-13 0.08499 "
14-13 2.12797
15-13 1.74373"
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PART XXV
PARTICIPATING INTERESTS

Provision for 25,01 The Unit Operator shall as soon after approval of
Schedule of Working

Interest Owmers and title by the Operating Committee under Part XIII
Participating

Interests is deemed to have been made, prepare and submit to

the Working Interest Owners, Schedules setting

out the Working Interest Ouners of the Tracts and

the Participating 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.
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"Condition "C"
"Condition "p%
"Condition “E"

"Temporarily Used
Equipment"

"Current New
Price"

Fixed Asset
Records

Statements
and Billings

(

(d)

1ii)

(iv)

(v)

(vi)

Property, if 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 service-
able for original function as good second-
hand material (Condition "B"), or

(b) 1is serviceable for original function but
substantially not suitable for recondition-
ing.

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 its use,

‘Junk (Condition “E") being obsolete and unser-

viceable material, at prevailing junk prices in
the district,

When the use of material is only temporary, and
when the time of actual use does not justify
the reduction in price as provided above such
material shall be priced on a basis that wiill
leave a net charge to the Common Account con-
sistent 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 in the then
most recent issue of the "Controllable Equipment
Price Catalogue" published by Petroleum Accountants
Society of Western Canada,

26.02 Fixed Asset Records shall be maintained for all

26,03

Controllable Material as defined in Section 10,03,

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
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Payments by
Working Interest
Ouwners

Adjustments

Audits

26,04

26,05

26,06

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 26,06 below, all bills rendered to
the Working Interest Owners by Unit Operator during
any calendar year shall conclusively be presumed 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 adjust-
ment., Fallure on the part of the Working Interest
Owner to make such a claim on Unit Operator within
such period shall establish the correctness thereof
and preclude the filing of exceptions thereto or
making of claims for adjustment thereon.

Any audit committee appointed by the Operating
Committee, upon notice in writing to the Unit Operator,
shall have the right to audit Unit Operator's accounts
and records relating to the accounting hereunder for
any calendar year within the Twenty-four {24) month
period following the end of such calendar year. The
Working Interest Owners shall have Two (2) months

next following the examination of the Unit Operator's
records within which to take written exception to and
make any and all claims on the Unit Operator. Such
audit committee shall make every reasonable effort to
conduct 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 shared by the
Working Interest Owners except Unit Operator. 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.
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Charges to 26.07 Subject to the limitations hereinafter prescribed,

Common Account Unit Operator shall charge the Common Account with
the following costs of development and operation of
the Joint Property:

(a)

(b)

(c)

(d)

Salaries, wages and related expenses of Unit
Operator's personnel 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 geologists, engineers and
other employees who are temporarily assigned
to and located at and directly engaged on the
Joint Property.

Unit Operator's cost of vacation and expendi-
tures 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.

Unit Operator's current cost of established
plans for employees' 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
provided for in paragraph (a) of Section 26.07.
Provided that such charges shall not exceed
fifteen (15%) 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 limitation of fifteen (15%) percent shall
be found to be insufficient, the same may be in-
creased from time to time when authorized by a
vote of the Operating Committee.

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 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) (1)

(£)

(i1)

(iii)

(L

(i1)

Moving material to the Joint Property from
vendor's or from Unit Operator's warehouse
in the district or from the other proper-
ties 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 f£rom the nearest reliable
supply store or railway receiving point
where such material is available except by
specific approval of the Operating Commit~
tee.

Moving surplus material from the Joint
Property to outside vendees, if sold f.o.b.
destination, or minor returns to thit Oper-
ator's warehouse or other storage point,

No charge shall be made to the Common
Account for moving surplus material to Unit
Operstcr's warehouse or other storage point
for a distance greater than the distance to
the n:arest reliable supply store or rail-
way recaiving point, except by specific ap-
proval of the Operating Committee, and no
charge shall be made to the Common Account
for moving material to other properties be-
longiry to Unit Opearator, except by spec-
ific approval of the Operating Committee.

Moving expenses of employees incurred by
the initial staffing, additions and replace-
ments beyond the control of the Unit Oper-
ator.

Contract secvices and utilities procured
from outside sources. Services of outside
professional consultants shall not be
charged unless approved by the Operating
Comuittee.

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

(g) 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 reason-
able diligence. Unit Operator shall furnish the
Working Interest Owners with written notice of
damage or losses incurred as soom as practical
but not later than fifteen (15) days after re-
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(h)

(1)

N

(k)

port of same has been received by Unit Operator.

All costs and expenses of litigation or legal
services necessary or expedient for the protec-
tion of the Joint Property, including legal fees
and expenses as hereinafter provided, together
with all judgments obtained against or charge-
able to the Common Account or the Joint Property;
actual expenses incurred by any Working Interest
Owners in securing evidence for the purposes of
defending any action or claim prosecuted or
urged against the Common Account or Joint Pro-
perty.

(1) If the Operating Committee agrees, actions
or claims affecting the Common Account or
the Joint Property hereunder may be hand-
led by the legal staff of one or more of
the Working Interest Owners, A charge
commensurate with the services rendered
and approved by the Operating Committee may
be made against the Common Account,

(i1) Fees and expenses of outside Counsel shall

not be charged to the Common Account ex-
cept where the employment of such outside
Counsel is authorized by the Operating
Committee.

All 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 derived therefrom,and which
taxes have been paid by the Unit Operator for
the benefit of the Working Interest Owners,

Premiums paid for insurance required to be
carried under Section 18,02 together with all
expenditures incurred and paid in settlement
of any and all losses, claims, damages, judg-
ments, and other expenses including legal ser-
vices, not recovered from the Insurer.

Area, Division and Administrative Overhead:

The rates set forth below shall be charged to
the Compmon Account in lieu of a proportionate
share of the costs incurred by the Unit Oper-
ator. These costs include, but are not limited
to the following:
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(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 sal-
aries are chargeable to the Common Account
under the provisions of paragraph (a) of
Section 26.07.

(ii) Cost of maintaining and operating an area
office and all necessary camps, including
housing facilities for employees if neces-
sary, The expense of, less any revenue
from, these facilities shall include de-
preciation on investment,

(ii1) Any other costs of operating the division
and/or principal office of the Unit Opera-
tor,.

The rates, which are subject to review
annually, as set forth in paragraph (j) of
Section 6,03 are as follows:

(a) $5,200 per month for all producing
operations,

(b) $55.00 Dollars 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 and terminate when the
drilling rig or service vig 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.

(¢) The charge in respect to construction
of Unit Facilities, including, but not
limited to, water injection plant,
battery congsolidation, injection pipe~
line systems and water supply systems
shall be calculated on direct expen-
ditures on the following basis:

57 of expenditures up to $50,000,00,
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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 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 there-
of to mit Operator,

(m) Rentals, payments in lieu of actusl production
and royalties, when paid by Unit Operator for
the Common Account,

(n) Any other expenditures incurred by Unit 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.

Bagis of 26,08 (i) 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.

(ii) Material Furnished by Unit Qperator

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 (1007.) per-
cent of Current New Price,

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

(1) Material which is in sound and service-
able condition and is suitable for re-use
without reconditioning shall be classed as
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Premium Price

Condition "B" and priced at Seventy-five
(75%) percent of Current New Price.

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

(1) after reconditioning will be
further serviceable for original
function as good secondhand material
(Condition "B"), or

(1i) is serviceable for original
function but gubstantially not suit-
able 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.

(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.

26.09 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
materials, in making it suitable for use, and in
moving it to the Joint Property; PROVIDED, HOWEVER,
that each Working Interest Owner is notified in writ-
ing prior to the acquisition of such material, where-
upon each Working Interest Owner shall have the right
by so electing and notifying Unit Operator within
Forty-eight (48) hours after receiving notice from
the Unit Operator, to furnish 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 suitable for use and acceptable to Unit
Operator, Transportation costs on any such material
furnished by a Working Interest Owner at any point
other than at the location shall be borne by such
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Warranty

of Material

Unit Operator's
Exclusively Owned

Facilities

Disposal of

Lease Equipment

Inventories

26,10

26.11

26,12

26.13

(a)

(b)

Working Interest Owner. If, pursuant to the provis-
ions of this paragraph, a Working Interest Owner fur-
nishes material in kind, Unit Operator shall make
appropriate credits therefor to the account of such
Working Interest Owmer.

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 a
gents,

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 opera-
tion and shall not be in excess of current prevailing
rates of like 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,

Unit Operator may dispose of any surplus Material,
the new price of which is less than $10,000,00. Unit
Operator shall obtain the approval of the Working
Interest Owners to dispose of any other material.
Proceeds from the sale of surplus material shall be
for the Common Account,

Regular inventories of Controllable Material shall

be taken by an Inventory Committee appointed by the
Operating Committee and at intervals specified by the
Operating Committee; PROVIDED, HOWEVER, that comstruc-
tion projects as outlined in the budget shall be
inventoried by the Inventory Committee within ome
year of completion and copies of any such iaventory
shall be furnished to all Working Interest Owners.

Reconciliation of inventory shall be made by the
Inventory Committee, and a list of overages and
shortages shall be submitted to the Working Interest
Owners for their approval within sixty (60) days from
the taking of such inventory.
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(c)

(d)

(e)

Inventory adjustments shall be made by Unit Operator
for overages and shortages but Unit Operator shall
only be held accountable to the Working Interest
Owners for shortages resulting from lack of reason-~
able diligence,

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 special
inventory shall be commenced within fifteen (15)
days after the receipt of notice thereof. The
expense of Unit Operator's representative in con-
ducting any special inventory so requested shall

be charged to the separate account of the requesting
Working Interest Oumer,
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PART XXVII

ELECTRICAL LOG (ES)
Chevron (Calstan) Province 8-11-10-28-WI
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