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DEPARTMENT OF MINES
& NATURAL RESOURCES

NOV 15 1971

PIAN FOR UNIT OPERATI(NS DIRECTOR OF MINES

PART I

INTERPRETATION

References to terms 1.01 This Plan shall be conatrued with reference to

and expressions "The InterpretationAct” and the terme and in-
terpretation of "The Mines Act" and regulations
thereunder.

Definitions 1.02 In this Plan unless the context otherwlse re-
quires:

"Accounting Procedure” (a) ‘"Accounting Procedure” means the rules, provis-
ions and conditions set forth in Part XXVI
hereof';

"Common Account” (b} "Common Account” means the account set up and
maintained by Unit Operator on behalf of the
Working Intereat Owners as provided in Part
VIII hereof;

"Conservation Board" {(c) "Conservation Board" or "Board" mesns the 0il and
Natural Gas Conservation Board;

"Effective Date" (d) "Effective Date" means the hour of seven o'clock
in the forenoon, Central Standard Time, on the
first day of , A.D, 1972}

"Gas" (e) '"das" means natural gas both before and after it

has been subjected to any processing and includes
all fluid hydrocarbons not defined as Oil;

"Leases" (f) "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 similer
or dissimilar to the foregoing covering the lands
described in Part XXIT hereof;



“oil“

"Operating Committee"

"outside Substances"

"Participating Interest"

"Working Interest
Owner"

"Royalty Owner"

"Salt Water
Disposal Well"

"Spacing Unit"

"Stock Tank Barrel"
“Tract"

"Tract
Participation”

"Unit Area”

(g)

(n)

(1)

(3)

(k)

(1)

(m)

(n)

(o)

(p)

()

(r)

"011" means crude oil and all other hydrocarbons
regardless of gravity, that are or can be recovered
in liquid f'orm from a pool through & well by
ordinary production methods;

"Operating Comnittee” 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 Intereat Owner the sum of the products ob-
tained by multiplying its respective working interest
in each Tract by the respective Tract Participation
of each such Tract;

"Working Interest Owner" shall mean any owner of an
interest in Unit Production by virtue of a lease,
operating agreement, fee title, or otherwise, which
interest is chargeable with and obligated to pay or
bear, all or & portion of the coat of drilling,
developing, producing and operating the Unitized
Formation. The owner of an unleaged interest in
Unit Production shall be considered as a Working
Interest Owner with respect to 7/8 of such interest
and as a Royalty Owner with respect %o 1/8 of such
interest,.

"Royalty Owner" shall meean a right to or interest
in any portion of the Unitiged Substances or pro-
ceeds thereof other than a Working Interest Owmer.

"Salt Water Disposal Well" means those wells drilled
for the purpose of, or converted to, salt water
disposal;

"Spacing Unit" means the area allocated by any
govermmental body having Jjurisdiction with respect
thereto for each well drilled for the purpose of
producing Oil and Gas from the Unitlzed Strata;

A "Stock Tank Barrel” means 34.9723 Canedian gallons
at Sixty degrees (60°) Fahrenheit.

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

“Pract Participation" means the percenteage set forth
for each Tract in Part XXIV hereof and described in
Part III herecf.

"Unit Area" means and comprises the lands set forth
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"Unit Facilities"

"Unit Operated Wells"

"Unit Operator"

"Unitized Strata”

"nitiged Substances"

"Well"

(s)

(t)

(u)

(w)

(x)

and degeribe in Part XXII hereof and included within
the boundaries of the solid hlack outlline on the map
shown in Part XXIIT hereof, insofar as these lands
relate to the Unitized Stratas.

"Unit Facilities” means all tangible property of
every kind, nature and description (excepting Unit-
ized Substances, Unit Operated Wells, rental equip-
ment and Unit Operator's exclusively owmed equipment)
in the poasession of Unit Operator hereunder acquired
from a Working Interest Owner pursuant to the pro-
visions of Part X hereof, together with all facilities
and equipment purchased, constructed or acquired by
Unit Operator pursuant hereto;

"Unit Operated Wells" means all wells (including wells
drilled for the production of Unitiged 3ubstances,
wells drilled for the purpose of producing water only,
wells drilled for the purpose of water disposal and
wells drilled for the purpose of pressure maintenance
operations or secondary recovery operations) in the
possession of Unit Operator hereunder, whether ac-
quired from a Working Interest Owmer or drilled by
Unit Operator pursuant to the terms hereof, but ex-
¢luding Unit Facilities in and on the gaid wells;

"Unit Operator” means the person appointed to manage
and conduct the operations hereunder who sghall be a
Working Interest Owner unleas the Operating Committee
unanimously otherwlse agrees;

"Unitized Strata" shall mean that subsurface portion
of the Unit Area commonly known ag the Cherty Zone
and which is the same formation encountered between
the depths of 2083 feet and 2113 feet as indicated
on the electric log in Samedan's Weat Routledge Prov.
T=11~9-25 located at LSD 7 in Section 11, Township

9 North, Range 25, West of the Fira'b Meridian, in
the Prmrince of Manitoba.

"Unitized Substances'means the 0il and Gas that are
within or are preoduced from the Unitized Strata;

"Well" means any well within the Unit Aresa which has
been drilled either prior to or after the effective
date of the Unlt which ls deemed necessery by the
Operators Committee to effectively perform asecondary
recovery.



Unit Name

Operation as
a Unit

Effect of Unit
Operation

Amendment of
Leases

Continuation
of Leasges

Authority for
Operations

2.01

2.0

2.03

(a)

(v)

2,04

PART Il
UNIT OPERATION

The name of the Unit shall be "East Routledge Unit
No. 1" (hereinafter sometimes called the "Unit").

On and after the Effective Date, the respective
interest of the Working Interest Owners and Royalty
Owners, in and to the Unit Area, the Unlitized Strata
end 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 production of the Unitiged Sub-
stances under prudent and proper cperations and prac-
tices to the end that all operations for drilling
and producing and all other cperations in the Unit-
ized Strata may be conducted without regard to the
separate Leases or boundary lines of separate Tracts
within the Unit Area and as though the Unitized
Strata were covered by a single Lease subject to ‘all
the terms and conditions hereof.

Without limiting its general effect, the unitizetion
ghall have the following specific effects:

On and after the Effective Date, the terms and pro-

visions of the Leases are hereby amended to the ex-

tent necessary to make them conform to the terms and
provisions hereof and, the Leases as amended, shall

continue in full force and effect.

Any operations conducted with respect to the Unitlzed
Strata, or production of Unitized Substances shall,
except for the purposes of determining payments to
Royalty Owners, be considered as operations upon or
production from each Tract and such operatlons or
production shall operate to continue in force and
effect each Lease as 1f such operations had been con-
ducted and s Well had been drilled on and was pro-
ducing 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 regeard to the separate Leases or the
boundary lines of separate Tracts within the Unit
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Royalty Owners 2.05
Not Obliged to

Pay Unitisation

Costs, ete,

Tract 3.01
Participation

Duration of 3.02
Interim and

Final Tract

Participation

Determination 3.03
of Interim Tract
Participation

(a)

Area, and to drill, use and produce such wells as the
Operating Cormittee deems advantageous to operations
on or production from the Unitized Strata, to abandon
such wells ag they are deemed unnecessary and in gen-
eral to do all other things that the Operating Commi-
tee deems advisable for the purpose of accomplish-
ing the most efflcient and most economical develop-
ment and operation of the Unitized Strata. Without
limiting the generality of the foregoing, the Working
Interest Owners are hereby autharized to inject 0il,
Geas, Water or other ocutside substances, or any com-
bination of them lnto 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 construed as
imposing upon any Royalty Owner any obligatlon to pay
for any of the expenses of the Unitization herein
provided for or for any of the costs and expenges in-
curred in operations hereunder unless such Royalty
Owner is obligated to pay for the same by the terms
of any Lease.

PART II1

TRACT PARTICIPATION

The Interim Tract Participation and Final Tract
Participation of each Tract is shown in Part XV
heraof,

The Interim Tract Participation of each Tract shall
be effective from the Effective Date far & two (2)
yvear period. Following the Interim Tract Partici-
pation period the Final Tract Participation shall be
in effect thereafter until the termination of this
plan.

The Interim Tract Participation of each Tract is
based on 1004 of the Current Production Parsmeter.

The Current Production Parameter is calculated by
dividing the oll production from each Tract for the
period of May 1, 1970 to May 1, 1971 by the total
oll production from all Tracts during the same -
period of time,



Determination
of Final Tract
Participation

Tract Participations
Equal 100%

Part III
Explanatory

3.04

(a)

(b)

(e)

3.05

3.06

The Final Tract Participetion in the sum of 50% of
the Current Production Parameter plus 50% of the
Adjusted Cumilative Parameter.

The Current Production Parameter is defined in Para-
graph 3.03(a).

The Adjusted Cumulative Parameter is composed of
three (3) factors; namely Cumulative 0il Productien,
Cumulative Months Produced, and Water Cut. These
are defined as follows:

(1) Cumalative 0il Production is the total of all
oil production up to May 1, 1971,

(11) Cumulative Months Produced is the number of
months that each well has produced from its
inception tc May 1, 1971.

(iii)Water Cut is the total water produced from May
1, 1970 to May 1, 1971 divided by the total oil
Plus the total water produced for the same
period.,

The method of calculating the Adjusted Cumulative
Parameter is described as follows:

(i) The Cumulative 01l Production as defined in
3.04 (b} (1) for each tract is divided by the
Cumilative Months Produced as defined in 3.04
(p) (ii) which ylelds a Cumulative Per Month
average. .

(11) This Cumulative Per Month average is then taken
times the quantity of one minus the Water Cut
as defined in 3.04 (b) (1ii), which yields an
Adjusted Cumulative Factor for each Tract. The
sum of all the Tract Adjusted Cumulative Factors
when divided into the Factor for each Tract
yields the Adjusted Cumilative Parameter for each
Tract. The sum of all the Adjusted Cumulative
Parameters equals One Hundred Percent.(100%).

The total of the Tract Participation for all Tracts
shall at all times equal One Hundred Percent (1004).

This Part III is explanateory and the Tract Partici-
pations shown in Part XXIV shall be deemed to he
correctly made in accordance with thig Part III.



Allocation
to Tracts

Delivery of
Unitized
Subgtances
in Kind

Distribution
Within Tracts

Failure to
Take in Kind

4,01

L.o2

4,03

b, o4

PART IV

ALLOCATIOR OF FRODUCTION

All Unitized Substances produced and saved shall be
apportioned among and allocated to the several Tracts
in accordance with their regpective Tract Partici-
pations. The amount of Unitized Substances so allo-
cated to each Tract, and only that amount regardless
of whether 1t be more or lesg than the amount of the
actual production of Unitiged Substances from the
Well or Wells, if any, on such Tract, sghall for all
intents, uses and purposes, be deemed to have been
produced from such Tract.

The Working Interest QOwners entitled to the Unitized
Substances allocated to each Tract shall have the
right to take such Unitized Substences in kind.

Such Working Interest Owners shall have the right to
construet, maintain and operate within the Unit Area
all necesasary facilities for taking production in
kind provided the same are so constructed, maintained
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. If a Royalty
Owner has the right to take in kind a share of Unit
Production and fails to do so the Working Interest
Owner of such Royalty Owner shall be entitled to

take in kind such share of the Unit Preoduction.

The Unitized Substances allocated to each Tract shall
be distributed by the Working Interest Owners of such
Tract among, or accounted for, to the peraons en-
titled to share in the production from such Tract in
the manner provided for in the Lease.covering such
Tract. The Royalty Owner shall accept royalty cal-
culated on the allocated production in full settle-
ment, satlsfaction and discharge of the obligation of
any Working Interest Owner toc make royalty payments
on Unitized Substances under their respective Leases.

To the extent that any Working Interest Owner entit-
led to take and receive in kind any portion of the
Unitlized Substances shall fall to take or otherwlse
adequately 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 Worklng Interest Owner may, and
upon the ingtructions of the Operating Committee
shall, in order to avoid curtailing the operation
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of the Unitized Strata, dispose of such production
and the account of such Working Interest Owner shall
be credited therewith as having received the same.
The proceeds of the sale of the Unitized Substances
so disposed of by the Unit Operator shall be paid to
the Working Interest Owner entitled thereto. The
authority of the Unit Operator to enter into econ-
tracts for the sale of such production shall be
limited to contracts that are limited in time to the
minimum needs of the industry and in any event not
exceeding One (1) year. Any Working Interest Owner
not taking in kind may revoke at will Unit Operator’'s
authority hereunder by notice in writing to Unit
Operator and by teking in kind all of its share of
producticn not previously contracted for sale.

Responsibility for 4.05 Any party receiving in kind or separately disposing

Royalty Settlements of all or part of the Unit Production allocated to
any Tract, or recelving proceeds therefrom if the
same is sold or purchased by Unit Operator, shall be
responsible for the payment of, and shall indemnify
all other parties, including Unit Operator, against
any liability for any and all royalties, overriding
royelties, production payments, and any and all
other payments chargeable againat or payable out of
such Unit Production or the proceeds therefrom.

Over-Production 4.06

(a) 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 cumilative production allowable as set by the
Conservation Board, the amount of such over-production
of 0il then in such tanks which has been produced
from the Unitlzed Strata ‘shall be deemed to be Unitized
Substances. Except as aforesaid the 0il in such tanks
shall remain and be at the risk of and be the property
of the Working Interest 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 directly to such
Working Interest Owner,

(b) If any production in excess of the cumulative prod-
uction allowable of any Tract as of the Effective
Dete was sold prior to the Effective Date, the Unit
Operator during the month or months next following
the Effective Date shall withhold from the Unitized

-8-




Royalty on Out-
glde Substances

Use of Unitized
Substances

Operating Committee

(e)

L, o7

L.08

5.01

Substences which, except for the provisions of this
sub-paragraph, would have been allocated toc a Tract
or Tracts from which the 01l sold was produced in
excess of the cumulative preoduction allowsble, an
amount equal to such excess production on the Effec-
tive Date, and the amcunt or amounts so withheld
shall be reallocated to all of the Tracts in propor-
tion to thelr respective Tract Participations. Such
withholding and reallocation shall be continued un-
til the full amount of any such excess production in
respect to any Tract or Tracts has been withheld and
reallocated.

No allowance shall be made to any interested person
for any under-production of 011l from its Wells prior
to the Effective Date,

If any Outside Substance 1s injected into the Unit-
ized Strata, any like substance contained in Unitized
Substances subsequently produced and sold or used for
other than operations hereunder, gshall be deemed to
be an Outglde Substance until the volume of such
Outside Substance injected into the Unitized Strata
is recovered, No paymentg shall be due or payable

to Royalty Owners on any substance which is deemed
to be an Qutside Subsatance.

The Working Interest Owner may use as much of the
Unitized Substances (excluding 0il) as they deem
necesgary for the operation and development of the
Unitlzed Strata, including, but not limited to,
their injection into the Unitized Strata and in the
operation of any plant or plants handling Unitized
Subgtances. No royalty or cther payments shall be
payable in respect thereto or in respect to Unitized
Subgtances unavoidably lost. Such Unitized Substan-
ces so used, injected or lost shall be excluded in
allocating production.

PART V

ORGANIZATION OF THE
0 c

There is hereby created an Operating Committee which
shall be composed of One (1) representative of each
Working Interest Owner designated as herelinafter
provided.



.

Representative on
The Operating
Comittee

Organization Meeting
of the Operating
Committee

Change of
Representative

5.02

5.03
(a)

(b)

(e)

5,04

Each Working Interest Owner shall, at least Thirty
(30) days prior to the Effective Date, designate by
notice in writing to the Chairman of the Conservation
Board the name and address of its representative on
the Operating Committee and shall further designate
an alternate representative, or alternate represent-
atives on the Operating Committee who, in the absence
of the designated representative, shall have the
rights and powers of such representative. 1In the
event any Working Interest Owner fails to designate

a representative on the Operating Committee as afore-
said the Chairman of the Conservation Board shall
designate the Working Interest Owner himself s 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 Twenty-One (21) 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 forth-
with forward the name and address of each Working
Interest Owner's representative, or alternate repre-
sentative, or alternate 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
notify the Chairman of the Conservation Boerd of such
appointment and thereafter the representative of Unit
Operator shall act as Chairmen of each meeting of the
Operating Committee without in any manner restricting
or limiting his rights to represent Unit Operator as
& Working Interest Owner.

Fach Working Interest Owner may change its designated
alternate representative or alternate representatives,
by notice in writing to the Chairman of the Operating
Committee and the Chalrman of the Conservation Board.
Nothing herein shall preclude Two (2) or more Working
Interest Owners from designating One (1) member on
the Operating Committee to represent them and to vote
and act for them thereon and such member, shall, if
so required by his principals cast his vote for each
principal separately.

«10=



Voting Interest

Meetings

Voting by
Telegram, etc.

Polls_

Minutes of
Proceedings

5.05

5.06

5.07

5.08

5.09

Each member of the Cperating Cormittee, in voting on
all matters coming befcre the Operating Committee,
shall have a voting interest equal to the Final Par-
ticipating Interest beased on Tract Participation of
the Working Interest Owner represented.

The Operating Commlttee shall meet on the call of
Unit Operator, or at the requeat of & represgentative
of any Working Intereast Owner. Unit Operator shall
notify all memberas of the Operating Committee in
writing at least Ten (10) days in advance of any
meeting of the time and place of the proposed meeting,
and of the specific matters affecting unit cperations
which will be presented, discussed and voted upon at
such meeting and no other matters shall be voted upon
at such meeting unless each Working Interest Owner is
represented thereat and agrees that such further
matters may be voted upon.

Any member of the Operating Committee not represented
at any particular meeting may vote, by letter or
telegram addressed to and received by the Unit Oper-
ator prior to the hour fixed for the meeting, on any
question presented thereat of which it has heen
notified. Members so voting shall be considered
present as regards such matters on which they so vote,
but not for other purpoges.

Any question within the province of the Operating
Comittee to declde may be determined in the absence
of a formal meeting by a poll of all of the indi-
vidual 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 re-
cord of the results and report the results thereof
to the Working Interest Owners within & remssonable
time, either by notice in writing to eech of them,

or by report to them at the next meeting. The voting
interests necessary to act upon and determine matters
or questions submitted by letter or telegram shall be
the same ag otherwise herein provided for. Such vote
shall be made within not more than Fifteen (15) days
of the giving of such notice; PROVIDED, THAT, any
failure to vote within the stipulated time, shall be
considered a3 an affirmative vote.

Unit Operator shall keep minutes of the proceedings
of each meeting of the Operating Committee and a
copy thereof shall bhe forwarded to each member there-
of. Such minutesa need not be a verbatim record of
all the proceedings, but shall show the names of the
representatives present at the meeting, all motions
and resolutions offered or acted upon, together with

-11-



Voting

Quorum

Rights Granted

the Operating
Comittee

the results of such action and such other formal
action az 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 O C

6.0l The Working Interest Owners acting through the

Operating Committee and Unit Operator shall carry

out the purposes of this Plan and shall determine
and decide all matters by concurring vote of members
of the Operating Committee representing at least

Two (2) Working Interest Ovmers owning at least
Seventy-Five Percent (75%) of the Final Participating
Intereats based on Tract Participation and such vote
ghall be binding on all Working Interest Owners;
PROVIDED, HOWEVER, if any one Working Interest Owner
owns & voting interest of Twenty-Five Percent (25%)
or more, and such Working Interest Owner votes against
any matter, then the affirmative vote of Working
Interest Owners owning at least Ninety Percent (90%)
of the remaining voting interest shall decide the
matter.* Any abstention or other failure to vote
shall be considered as an affirmative vote.

6.02 At any meeting of the Operating Committee a quorum

shall conaiast of the representatives perscnally
present of not less than Two (2) of the Working
Intereat Owners having, in the aggregate, Seventy-
Five Percent (75%) or more of the Final Partici-
pating Interest based on Tract Participation.

6.03 All rights, powers, privileges and duties hereunder

(a)

(v)

(e)

not specifically delegated to Unit Operator or re-
gerved to the individual Working Interest Owners
are hereby granted collectively to the Operating
Committee, Without limiting the generality of the
foregoing, the following rights and powers are
granted to the Operating Committee.

To instruct Unit Operator concerning all Unit
Operationa for the production of Unitized 8ub-
stances;

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

Subject to the rights of Unit Operator pursuwant to
Section 7.0h hereof, to approve or disapprove in

-12-



Powers and Duties

(4)

(e)

(£)

(@)

(n)

(1)

(3)

whole or in part each and every estimate and item of
expenditure submitted by Unit Operator.

To appoint an Audit Committee to represent all Work-
ing Interest Owners to arrange properly required
audits of the accounts of Unit Operator with respect
to the cperation and development of the Unit Area,
approve or disapprove the same and make available to
the Working Interest Owneras the results of such
audit;

To £ill any vacancy cccurring in the position of Unit
Operator; PROVIDED, THAT, no Unit Operator shall vote
to succeed itself in the position of Unit Operator;

To represent, or determine who shall represent, the
Working Interest Owners before any goverrmental body
having jurisdiction with respect to matters per-
taining to Unit Operations; PROVIDED, HOWEVER, that
this shall never be construed as authorization to
speak on behalf of any Working Intereat Owner diss-
enting from the views to be expressed or to prevent
any Working Interest Owner from presenting its owm
view on such mattery;

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

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

To 'approrve the method of disposal of surplus Major
Material;

To amend Part XXVI herecf from time to time whether
in whole or in part.

PART VII

POWERS AND DUTIES OF UNIT OFERATOR AND

C 0.

7.01 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 conduet
all operations in connection therewith including, but

-13-



Hiring of
Employees

Letting of
Contracts

(v)

(e)

(a)

(e)

7.02

7.03

not limited to the followling: the drilling, operat-
ing, maintdaining, repairing, suspension and abandon-
ment of all Unit Operated Wells whether for product-
ion, injection or water supply, including all wells
drilled after the date hereof and wells taken over
under the provision hereof; and the installation,
congtruction and operation of Unit Facilities of
whatsoever character necessary or convenient for the
conduct of operations hereunder;

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

Keep true and correct books, accounts and records of
its coperations 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 Unlitized Strata, sales and
inventory during the preceding calender month;

Keep the lands and leases used in connection with
Unit Operations free from liens and encumbrances
occaslioned by its coperations, excepting the lien of
Unit Operator granted hereunder and excepting liens
in connection with which there is a bona fide dispute;

Freely consult with the Operating Comittee and keep
it adviged of all matters arising in connection with
Unit Operations, which Unit Operator, in the excer-
cige of its best jJudgment, considers important. Unit
Operator shall furnish to the members of the Opera-
ting Committee such reports in connection with Unit
Operations as the Operating Committee may direct.

Unit Operator shell fix the number of, hire and
dismiss and pay and supervise all employees required
for the operations hereunder and shall determine the
hours of labor and compensation to be paid to such
employees. Such employees shall be the employees
golely of Unit Operator.

Unit Operator shall let all contracts for the drill-
ing, reworking, deepening, plugging back of, or
other operations in connection with any Unit Operated
Well on a competitive basls at the usual rates and
terms prevailing in the ares; PROVIDED, HOWEVER, that
Unit Operator shall have the right to use its owm
equipment in carrying out such drilling, reworking,
deepening, plugging back of, or other operations in
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Unit Operator
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Change of
Operator
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7.0k

7.05

7.06
(a)

(b)

(c)

7.07

connection with any Unit Operated Well.

In addition to any expenditures which Unit Operator
is specifically authorized to make, Unit Operator is
authorized to make an expenditure not in excess of
Five Thousand Dollars ($5,000.00) in respect of any
single undertaking without the approval of the Oper-
ating Comittee. Unit Operator may, without approval
of the Operating Committee, take such action and make
guch expenditures for the Common Account as it may
deem necessary in order to protect life or property.
Within Ten (10) days after taking any such action or
making such expenditures, Unit Operator shall advise
the Operating Committee of such action and expendi-
tures.

Unit Operator shall continue to have all the rights,
duties and 1liabilities of a Working Interest Owner in
addition to its rights, duties and liabllitles as
Unit Operator as long as it contimues to owm & work-
ing interest in the Unit Area,

Unit Operator:

Shal) forthwith cease to act ag Unit Operator in the
event 1t should become bankrupt or insolvent, or

make any general assignment for the benefit of credit-
ors;

May be removed ag Unit Operator by an affirmative
vote of members of the Operating Committee represent-
ing Working Interest Owners, other than Unit Operator,
who own at lesst Eighty-Five Percent (85%) of the
remaining Participating Intereat;

May resign at any time upon Ninety (90) days written
notice to the QOperating Committee and to the Boerd.

In the event of & removal or resignation of Unit
Operator pursusnt to Paragraphs (b) or (c) of Section
7.06, Unit Operator shall be released from its duties
and obligations hereunder at the hour of Seven
0'Clock in the forenoon, Central Standard Time on the
first day of the calendar month following the ex-
piration of Ninety (90) days from the date of deliv-
ery of notice of such removal or resignation, or

such earlier date as a succeasor Unit Operator shall
have been designated by the Operating Committee, and
shall have assumed the duties of Unit Operator.
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Common Account

7.08

7.09

7-10

8.01

At the effective time of the release from lts duties
of any Unit Operator, or upon the selection of a
succesgsor Unlt 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
posgession of Unit Operator and all production, if
any, which has not theretcfore been dellvered in kind,
or sold, coples 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 succesgor Unit Operator shall agsume all duties
and obligations of Unit Operator hereunder except

the ungatigfied duties and obligations of the preced-
ing Unit Operator accrued prior to the effective time
of the change of Unit Operator and for which the pre-
ceding Unit Operator shall, notwithstanding its re-
leage or discharge, continue to remain liable.

Forthwit}? upon the removel or resignation of Unit
Operator, or at any time when there is no Unit Oper-~
ator, the Operating Committee shall select a successor
Unit Operator to take office contemporanecusly 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 respect
to the operation and development of the Unit Area to
be made forthwith to the effective time of the appoint-
ment of a successor Unit Operatar.

PART VII1

EXPENDITURES AND LIABILITIES

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 monles received
by it in connection with the development and oper-
ation of the Unit and all of the said costs and ex-
penses shall be charged, and all of the seid monies
shall be credited to the Working Interest Owmers in
accordance with the provisions hereof.
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8.02

8.03

8.04

8.05

‘Subject to the other provisions herecf', all costs,

expenses and liabilities, whether contractual or
tortious, incurred by Unit Operator on account of the
operations hereunder shall be for the Common Account
and shall be borne by the Working Interest Owners in
proportion to their respective Participating Interests
based on Interim Tract Participations or Final Tract
Participations, whichever are in effect at the time

. such costs, expenses and liabilities are paid, except

that in the case of capital expenditures such expen-
ditures shall be borne by the Working Interest Owmers
in proportion to their respective Participating.
Interests based on Final Tract Participations.

Unit Operator shall initially pay and discharge all
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 accor-
dance with the provisions of Part XXVI hereof. Each
Working Interest Owner shall pay all such bills with-
in Thirty (30) days after receipt thereof, and

should any Working Interest Owner fail to pay its
proportionate share of such costs and expenses within
the said Thirty (30) day period, the same shall, at
Unit Operator's discretion bear interest at the
current prime rate of interest quoted by the Chartered
Bank in Canada used by the Unit Operator plus One
Percent (1%) per annum from the end of the said
period until paid, which interest shall be for Unit
Operator's sole account, and Unit Operator shall have
the right at its option at any time thereafter, such
default continuing, to enforce the lien hereinafter
provided for upon the respective interest of such
Working Interest Qwner.

As soon as practicable after the Effective Date here-
of, Unlt Operator shall prepare a budget of estimated
costs and expenses for the remainder of that calendar
year plus the ensuing calendar year, and on or before
the first day of each September thereafter shall prepare
a budget of estimated costs and expenses for each
ensuing calendar year. Such budget shall set forth
the estimated costs and expenses by quarterly periods.

Unit Operator, in lieu of advancing monles 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
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Advence to Unit Opera-
tor - Operating Fund

8.06

of any calendar month an estimate of such capitsl
exepnditures for the succeeding calendar mounth based
on an approved budget of estimested coets and ex-~
renses or euthority for expenditure together with

a request for payment of such proportionste 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 Work-
ing Interest Owner defaults in respect to such re-
quests for payment, the same shall, at Unit Opera-
tor's discretion, bear interest at the current prime
rate of interest quoted by the Chartered Bank in
Canada used by the Unit Operator plus One Percent
(1%) per annum from the end of the said Fifteen

(15) day periocd until paid, which interest shall

be for the Unit Operator's sole account. The
accounts between the Working Interest Owners shall
be adjusted to actual costs by Unit Operator in

the monthly statement following the month covered
by the estimate.

Unit Operator, in lieu of advancing monies for the
costs and expenses incurred in the maintenance

and operation of the Unit Area may, at its election
require the Working Interest Owners to advance their
respective proportionate share of such costs and -
expenses by submitting to each Working Interest
Owner on or before the last day of any calendar
month a request for an operating fund equal to
One-Twelfth (1/12th) of the expense as approved

in the annual budget of estimated expenditures

for the Unit Operation. Within Thirty (30) days
from the receipt of such request, each Working
Interest Qwner shall pay its proportionate share

to Unit Operator. If any Working Interest Owner
defaults in respect of such request for an operat-
ing fund, the same shall, at Unit Operator's discre-
tion, bear interest at the current prime rate of
interest quoted by the Chartered Bank in Canada
used by the Unit Operator plus One Percent {1%)

per annum from the end of the said Thirty (30)

day period until paid, which interest shall be

for the Unit Operator's sole account. After the
establishment of this operating fund, which will

be separate from thet required in Section 8.05
hereof, and which shall at no time exceed One (1)
months estimated expenditures, each Working Interest
Ovner shall remit to the Unit Operator its propor-
tionate share of each months actual billing within
Thirty (30) days of receipt, thus maintaining the
operating fund intact. The adequacy of the fund in
relation to current expenses will be reviewed
annually or more often upon request by a Working
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Unit Operator's
Lien

B.OT

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 lien upon the interest of each Working In-
terest Owner in any unsold Unitized Substances, upon
the proceeds of the sale of any Unitized Substances,
and upon the interest of each Working Interest Owner
in the Unit Facilities and upon the title of each
Working Interest Owner to and in the Unit Area and
the Unitized Strata. Such lien shall have priority
over any lien by any Working Interest Owner.

In the event of the failure of any Working
Interest Owner tc pay its share of the costs and
expenses incurred hereunder when due, as provided
herein, Unlt Operator shall be entitled at any
time, and from $ime to time, to collect and recelve
the proceeds of the sale of all or any part of such
Working Interest Owner's share of the Unitized
Substances, including the proceeds from previously
executed sale cantracts made by or for such defaulting
Working Interest Owner. Unit Operator shall apply
all such sums sq collected against the defaulting
Working Interest Owner's unpald bills, the excess
of such proceeds over the unpaid bills, if any, to
be paid to the Working Interest Owner euntitled there-
to and all sums so applied shall be considered as
received from such defaulting Working Interest Owner
within the meaning of the provisions contained in
Section B.08 hereof relating to contributions by the
other Working Interest Owners to Unit Operator in the
cage of default in payment when due. Unit Operator may
likewise take any other credit due any such defaulting
Working Interest Owner pursuant hereto and apply the
same against amounts due from such Working Interest
Owner. The rights granted to Unit Operator in this
Section shall not be construed as excluslve 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 true copy of this
Plan shall constitute written authorization on the
part of such defaulting Working Interest Owner for
such purchaser tp 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 18 concern-
ed, subject, however, to all rights of inspection,
verification and audit provided herein.
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8,08

8.09

8.10

If Unlt Operator shall not have received full re-
imbursement for any indebtedness that may become
due and payable by any Working Interest Owner to
Unit Operator after ressonable efforts by Unit
Operator to obtain such reimbursement, each of the
Werking Interest Owners, upon the request of Unit
Operator, shall, unless contrary to any then exist-
ing law, contribute to the reinmbursement of Unit
Operator the portion of any such unsatisfied amount
equal to the portion that such Working Interest
Owner's Participating Interest bears to the total
Participating Interests of all of the Working
Interest Owners exclusive of the Partlcipating
Interest of the defaulting Working Interest Owner;
and thereupon, each Working Interest Owner so
contributing shall be proportionately subrogated
to Unit Operator's rights and lien under Section
8.07 hereof.

Bach Working Interest Owner shall pay a part of the
reasonable cost, as approved by the Operating Com-
mittee, of unitizing the Unit Area in propertion
to its Participating Interest.

No funds received by Unit Operator hereunder need
be gegregated by Unit Operator or maintained by it
ags a joint fund but may be commingled with its own
funds.

PART IX

RESPONSTBILITY FOR PAYMENTS

9.01

Fach 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 Facili-
ties which shall be paid by Unit Operator and
charged to the Common Account), royalties, over-
riding 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 the Unit Area,

PART X

DELIVERY OF WELL AND EQUIPMENT

10.01 Each Working Interest Owner shall, as of the

Effective Date, deliver to the Unit Operator
all Wells shown on Part XXJII hereof, to-
gether with all information, or true copies
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Controllable Material 10.02

Appointment of 10.03
Inventory Committee

thereof, that it has obtained in connection

with the drilling, testing, completing and operat-
ing of sald contributed Wells, records of the
amount of production obtained, and all other in-
formetion pertinent to the said Wells and Leases
of the Working Interest Owners. Each Working
Interest Owner shall also deliver to the Unit
Operator without compensation, the non-exclusive
use of roads, dikes, ditches, fire walls, pits,
and fences it holds in counection with its opera-
tions in the Unit Area.

As of the Effective Date all well and lease.
equipment used in the normel cperation of the
Unit as required by the Operating Committee shall
be delivered to the Unit Operator.

For the purposes of this Part X "Countrollable
Material" shall be all material classified as such
by the Operating Committee.

"Controllable Material” as herein defined
shall not include warehouses, warehouse stocks,
lease houses, camps and office buildings, automo-
biles and other service equipment which shall
remain the separate property of the several owners
thereof. Also excluded is all casing in the wells
as described in Section 10.01.

The Operating Cammlittee shall appoint an Inventory
Committee for the purpose of making an inventory
of the Controllable Material taken over by the

Unit Operator. The Inventory Committee shall proceed

to inventory such Contreollable Material and shall
supply each Working Interest Owner with a copy
thereof which shall be binding upon such Working
Interest Owner unless it protests or questions
such inventory within Fifteen (15) days of the
recelpt thereof. Such inventories shsll then be
priced in accordance to the procedures as outlined
by the Operators Committee. Coples of these pric-
ed inventories will then he furnished to all
Working Interest Owmers for their approval.

Investment AdJjustment 10.0L4 Upon approval of such inventory and evaluation

each Working Interest Owner shall be credited
with the value of its interest in &l1]1 controllable
material so taken over by the Unit Operator under
Section 10.02 and charged with an amount equal to
thet obtained by multiplying the total value of
all controllable material taken over by Unit
Operator under Sectlon 10.02 by such Working
Interest Owners Final Unit Participation. If the
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Surface Rights

10.05

11.01

i1.02

11,03

charge against any Working Interest Owner is
greater than the amount credited to such Working
Interest Owner the resulting net charge shall be
paid and in all respects be treated as any other
item of unit expense chargeable against such
Working Interest Owmer. If the credit to any
Working Intereat Owner is greater than the
amount charged against such Working Interest
Owmer, the resulting net credit shall be paid
to such Working Interest Owner by Unit Operator
out of funds received by it in settlement of the
net charges described above,

The proceeds from disposal of Unit Facilities
whether controllable material or ctherwise shall
be credited to each Working Interest Owner in
accordance with its respective participeting
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 with which i{ holds and which are
required in connection with Unit Operations to-
gether with particulars thereof, including rentals
payable, 1if any.

Unit Operator shall, as soon as reasonably possible
after the receipt of the afcresaid 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
Operator, assign such rights to Unit Operator. Any
guch assigmnment shall, unless contrary to any then
existing law, contain a provision permitting the
assignor of the same the use thereof' for exploration
and production cperations for strata other than the
Unitized Strata without interfering with the Unit
Operations.

Unit Operator may also from time to time surrender
sald 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 govermmental
body having jurlsdletion with respect thereto, and;
PROVIDED, FURTHER, that Unit Operator shall give the
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Surface Charges to 11,04
Common Account

Fee Simple 11.05

Unit Operator May 11.06
Acquire Additional
Surface Rights

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
assigmment 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 manner as it may
deem fit.

After the Effective Date hereof all costs of
surface rights required for the operations
hersunder and all liabilities acerulng in
connection therewith shall be for the Common
Account.

Where & 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
gurface rights for the use of them without cost
to such Working Interest Owner, Unit Operator
may use the same, provided that such Working
Interest Owner shall be entitled to recelve 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
necegsary for the operations hereunder, and the
expense thereof, ineluding rentals, shall be
charged to the Common Account.

Unit Operator may also, with approval of
the Operating Committee, enter into an agree-
ment 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 Interest Owners or other persons
for the non-exclusive use and partial maintenance
of any rosdways, access road, or simllar surface
right and the cost or proceeds thereof ghall be
charged or credited to the Common Account.
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Liability for
Loss of Title

Maintenance
of Leasges

PART XIT

WARRANTY AND INDEMNITY

12,01 Each party who may claim to own a Working Interest

12.02

or Royalty Interest in and to any Tract or the
Unitized Substances allocated thereto, shall be
deemed to have warranted its title to such in-
terest, and, upon receipt of the Unitized Sub-
stances or the proceeds therecf to the credit of
such interest, shall indemnify and hold harmless
all other persons in interest from any loss due"
to failure in whole or in part, of itc title to any
such interest, except failure of title arising out
of Unit Operations; provided that, such indemnity
shall be limited to an amount equal to the net
value that has been received from the sale or
receipt of Unitized Substances attributed to the
interest as to which title failed. Each failure
of title will be deemed to be effective, insofar
as this Plan of Unitization is concerned, as of
the first day of the calendar month in which such
failure is finally determined, and there shall

be no retroactive adjustment of Unit Exvense, or
retroactive allocation of Unitized Substances or
the proceeds therefrom as a result of title failure.

Each Working Interest Owner shall do all necessary

acts and things and meke all payments required in order
to maintain the Lease or Leases covering the Tracts
contributed hereto by it in full force and effect dur-
ing the term hereof, excepting only obligations arising
out of or aceruing with respect to the Unitized Strata
and not required to be performed by such Working In-
terest 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 perform such act or meke any such payment
so required as aforesaid, and thereupon any monies
expended by Unit Operator in connection therewith

shall be charged to the account of such Working Interest
Owner, and Unit Operator shall have the same rights and
privileges with respect to enforcing the payment of such
amounts owed by such Working Interest Owner as are given
to Unit Operator with respect to any other amount owed
by a Working Interest Owner to Unit Operator hereunder.
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Liability for Loss
of Title to Wellsite

12.03 Fach Working Interest Owner shall be liable to

and Operating Equipment

Title Committee

13.01

each other Working Interest Owner, including Unit
Operator for any and all liability, loss, cost or
damage sustained by them and resulting from any
claim or any cause of action arising in consequence
of any fallure or deficiency in such Working In-
terest Owner's title to any wellsite and operating
equipment, or other facility taken over by Unit
Operatar, or in consequence of any action of such
Working Interest Owner with respect thereto.

PART XIII

APPROVAL OF TITLES

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

the titles to all Tracts in the Unit Area. Each
Working Interest Owner in the Unit Aree shall,
upon request, submit to the Titles Committee a
current historical search of title, together with
original or true coples of all Leases, assignments
and other contracts and all other title data and
information (including title opinions) as may
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Disputes and
Non-Apptoved
Titles

14.01

(a)

(b)

be requeated by the Titles Committee affecting

the title to its Tracts within the Unit Area.

The Titles Committee shall in writing, and within
& reasonable time, recommend to the Operating
Committee the approval or disapproval of title
documents submitted to them pursuant to this
Section. Upon the acceptance of the recommendation
of the Titles Committee by the Operating Committee,
the title documents accepted shall be deemed to
have been approved by the Operating Committee;
PROVIDED, THAT, no approval of title documents

by the Operating Committee shall be construed as

a warranty or certification of title in and

to any portion of the Unit Area or the Unitized
Substances.

PART XIV
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 im-
mediately give written notice thereof to Unit
Operator and upon the recelpt of such written
notice or in the event that the COperating Com-
mittee 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 Opereting Committee,
or in respect of which the dispute arises;-

Payout of the proceeds of the sale

(1) The portion of the costs and expenses
allocated or apportloned to the Tract,
and '

(11) The amount of money properly payable
to the Royalty Owner of the Tract
pureuant to the provisions of this
Section and the Lease pertaining to
the Tract (unless any such dispute in-
volves the ownership of the royalty in-
terest in the Tract) and such payment
shall be deemed conclusively to be a
payment by the person who is subsequently
declared to be the owner of the working
interest in such Tract on a final deter-
mination of the dispute;
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(e)

Filing 15.01

Plan Binding 16.01
on Successors

Assignments, 16.02
ete, Sudblect to
Terms of Plan

When Change of 16.03
Ownership Binding

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 resulis
in a change of ownership in a working interest
in a Tract such change shazll 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
Department of Mines and Natural Reseocurces for
the Province of Manitoba and with the appropriate
Land Titles Office for the Province of Manitoba
in accordance with the provisions of "The Mines
Act”.

PART XVI

TRANSFER OF INTEREST

This Plan shall be binding upon every owner of
any lands, Leasee and interests in minerals
covered hereby who acquired the same regardless
of the manner in which the same shall have been
acquired.

Any disposition of any interest owned by any
Working Interest Owner in any land or part
thereof in the Unit Ares shall be made expressly
subject to all the terms and provisions hereof.
Such dispostion of any interest whether expressly
80 provided or not, shazll 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, charge-
gble hereunder to the interest affected by such
disposition, and shall likewise operate to give
and grant to the person or persons acquiring such
interest 1ts or their proportionate part of all
Unitized Substances and other benefits which may
accrue thereto under the provisions hereof.

No change in ownership of any interest or rights
hereunder (by whatever means accomplished) of
any Working Interest Owner shall be binding on
Unit Operator or the other Working Interest

T



Owners until Unit Operator has been furnished with
notice of such change by the person claiming the
benefit thereof, and such change shall beccme
effective at Seven 0'Clock in the forenoon, Central
Standard Time on the first day of the month following
the month in which the person acquiring such interest
delivers to Unlit Operator the original or certified
coples of all instruments, documents and other in-
formation necessary in Unit Operator's opinion to
establish a complete chain of title. No other kind
of notice, whether actual or constructive, shall be
binding on Unit Operator or the other Working Interest
Owners.

Assignments not to 16.04 No disposition shall operate to relieve any Working

Reljieve from Obligations

Unit Operator Not to 16.05
Assign Right

Interest Owner of any obligation hereunder which
accrued or was incurred pricr to the effective date
of such diaposition.

Unit Operator shall not assign its right to conduet
operations hereunder.

No Surrender of 16.06 No Working Interest Owner shall surrender its

Lease Without Consent

interest in any Lease covering any portion of
the Unitized Strata without the written consent
of the Operating Committee, and the approval of
the Conservation Board.

What Term 16.07 The term "disposition” as used in this Part

"Disposition”
Includes

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 moritgagee or pledgee shall
hold its security subject to all the terms of
this Plan and upon any realization or fore~
closure of the sgecurity, the purchaser, mortgagee
or pledgee, as the case may be, shall become
bound by all the terms of this Plan.

PART XVII

INDIVIDUAL RIGHTS AND PRIVILEGES
OF THE, WORKING LNTEREST OWNERS

Access to Unit 17.01
Area

BEach Working Interest Owmer shall be entitled,
at its own sole risk and expensge, to have access
to the Unit Area at all reasonable times upon
notice to Unit Operator for the purpose of
ingpecting and obgerving Unit Operations, to
have access at all reasonable times upon notice
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Plan Affects
Only Unitized
Strata

Abandonment
of Wells

17.02

170 03

(a)

to Unit Operator to any and all information pertain-
ing to the Unit Operated Wells, the records of pro-
duction and the recards of all other Unit Operations,
to be present dquring the drilling, testing and com-
Pletion 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 or its representative on
the Unit Area or on the premises and their activities
in connection therewith shall be at the sole risk and
expense of such Working Interest Owner.

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 shall
be conducted in such a manner as to interfere as little
a8 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 Operator
to protect from waste, pollution, drainage and damage,
to 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 & drilling rig is in
place at such well, and said Working Interest Owner
shall have the right and option for a period of Forty-
Eight (48) hours if a drilling rig is in place, or a
period of Sixty (60) days if no drilling rig is in
place, after receipt of such notice to notify Unit
Operator of its election to take over said well, and
deepen or plug back said well to other than the Unit-
imed Strate. Within Ten (10) days after said Working
Interest Owner has so notified Unit Operator, said
Working Interest Owner shall pay to Unit Operator the
value of the well equipment as determined in accordance
with the provisions of Part XXVI hereof less the cost
of salvaging the same as estimated and fixed by the
Operating Committee, and at the same time shall agree
by letter addressed to Unit Operator:

To cagse or seal off the Unitized Strata in said well
in an efficient and workmanlike manner and in accor-
dance with the applicable laws, rules, regulations,
and orders;
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Workmen's
Compensation

Insurance

(b)

(e)

18.01

18,02

To produce such well, if the same is produced, from
other than the Unitized Strata while this Plan 1is in
force;

On the ultimate abandonment of said well, to plug
and abandon it in a workmaniike manner and in accor-
dance with the applicable laws, rules, regulations
and orders.

It is understood, however, that such Tract shall
continue to have allocated to it a percentage share
of the Unitigzed Substances produced and saved from
the Unit Area in accordance with lts Tract Partici-
pation deaspite the cessation of the production there-
from and the abandorment of any Unit Operated Well or
a1l 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
applicable laws, rules, regulations and orders, and
shall salvage such casing and other equipment there-
from as is reagonably practicable, for the Common
Account.,

Upon the abandorment of any well hereunder, the
Working Interest Owner, or Unit Operator, as the case
may be, abandoning same ghall clean up the surface at
the wellsite to the satisfaction of any governmental
body having Jjurisdiection with respect thereto, and to
the reasonable satisfaction of the owner and/or
occupier thereof.

PART XVI11
INSURANCE

Unit Operator shall comply with all laws relating
to Workmen's Compensation in the Province of Manitoba.

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

the right to be & self-insurer as to its interest in
the Unit Facilities.
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Contractor's 18.03
Insurance

Settlement 18,04
of Claims

Unit Operator's 18,05
Liability

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

Unit Operator may settle any claim arising ocut of

Unit Operations and not discharged by insurance as
herein provided, but no claim shall be settled by

Unit Operator in an amount in excess of Two Thousand
Dollars {$2,000.00) unless Unit Operator first obtains
the approval of the Operating Committee to such gettle-
ment.,

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. 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 1iability 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 COperator shall
not be indemnified or held harmless for any loss,
damage, claim or liebility resulting from the gross
negligence or wilful misconduct of Unit Operator or
any of its employees exercising superviscry functions,
but no act or omission of Unit Operator shall, of
itself, be deemed gross negligence or wilful mig-
conduct if such act or omission is done or omitted

at the instructions of, or with the concurrence of,
the Operating Committee.

PART XIX

GENERAL ’

No Right of Partition 19Q01 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 resert
to any action at law or in equity to partition the
aforesaid-Unit Facilitlies and lands affected by this
Plan, including the Unitized Strata.

-30-



Force Majeure

No Co=-Operative
Marketing

Titles Unaffected
by Unitigzation

Duties Separate Not
Joint or Collective

Individual
Obligation

19.02 A1l obligations hereunder shall be suspended while,

19,03

19,0k

19.05

19.06

but only 8o long as, any person is prevented from
complying therewith, in whole or in part, by strikes,
lockouts or other industrial disturbances, fire,
explosion, war, civil distrubances, tempest, floods,
acts of God, cr the Queen's enemles, unavoldable
accildents, uncontrollable delays in transportation,
Federal, Provincial or Municipal laws, rules, regu-
lations or orders, inability to obtain necessary
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
reagonable control of such person; PROVIDED, HOWEVER,
that performance shall be begun or resumed within a
reasonable time after such cause has been removed;

and FROVIDED, FURTHER, that no person ghall be re-
quired against its will to adjust or settle any labour
dispute; and alsc PROVIDED, FURTHER, that lack of
funds shall not be construed as a cause beyond the
reagonable control of any person. This Plan shall
not terminate while operations hereunder are prevented
by reascn of any of the aforesaid causes.

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

Nothing herein shall be construed as a transfer of
title to, or interest in, the Leases, Tracts or
Unitized Strata or in the Unitized Substances be-
fore the production thereof.

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

Except as otherwise expressly provided herein, each
Working Intereat 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 cost and expenses and liabilities.
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Term of Flan

Rights on Termina-
tion of Plan

Salvage Costs

20.01

20.02

20,03

PART XX
TERM OF PIAN

This Plan shall remain in full force and effect so
long ag Unitized Substances are produced or are
capable of bring produced from the Unitized Strata
in paying quantities and as long as coperations are
conducted on the Unit Area, and thereafter until all
Unit Operated Wells have been abandoned and plugged,
or otherwise disposed of, and all personal property
hes been salvaged and all real estate has been dis-
posed 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 & majority of
the Working Interest Owners owning at least Seventy-
Five Percent (75%) of the Participating Interests
based on Final Tract Participation and such vote
shall be binding upon all the working Interest Owners
and Royalty Owners.

Upon the termination of this Plan, all rights in and
to the Tracts shall revert to the owners and Working
Interest Owners 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 cperate 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 failr 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 Cwners, Unit Operator
shall salvage as much of the equipment in or on
such wells as can economically and reasonably be
salvaged and shall cause such wells to be properly
Plugged and abandoned in accordance with the applicable
laws, rules, regulations and orders.

The Working Interest Owners shall share the cost of
salvaging, liquidation, or other distribvution of
agssets and properties usgsed in the development and
operation of the Unitized Strata in proportion to
their respective participating interest in the Unit,



On Termination of
Plan - Operation
Shall Cease

Working Interest
Owners to Advise
Royalty Owmers
of Termination

Rehearing,
Amendments, etc.

20,04

20.05

20.06

(a)

(v)

Upon termination of this Flan the further development
and operatlion of the Unit Area as a Unit shall be
abandoned, Unit Operations shall ceage, and thereafter
the Working Interest Owners and the Royally 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 thils
Plan within Thirty (30) days of such termination.

No applicatlon 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 et
least Seventy-Five Percent (75%) of the Participating
Interest baged on Final Particlipation have agreed in
writing to such application for a rehearing of the
matters herein provided for, or for amendments to
thls Plan, or

The Conservation Board, after full consideration of
the application of any Working Interest Owner, de-
cidea that such application ghould be heard.




PART XXI

WELLS DELIVERED TO UNIT OPERATOR PURSUANT TO PART X

Samedan Routledge
Samedan Routledge
Samedan Routledge
Samedan Routledge
Samedan Routledgé
Samedan Routledge
Samedan Routledge
Samedan Routledge
Samedan Routledge
Samedan Routledge
Samedan Routledge
Samedan Routledge

Semedan Routledge

~ Samedan Routledge

Prov.
Prov.

Prov.

1-10-9-25
8-10~9-25
9-10-9-25
2-11-9-25
3-11-9-25
4-11-9-25
5-11-9-25
6-11-9-25
7-11-9-25
8-11-9-25

. 10-11-9-25

11-11-9-25
12-11-9-25

13-11-9-25
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Samedan Routledge
Samedan Routledge
Samedan Routledge
Samedan Routledge
Samedan Routledge
Samedan Routledge
Samedan Routledge

Samedan Routledge

~ Samedan Routledge

Samedan Routiedge
Samedan Routledge
Sameden Routledge

Samedan Routledge

Prov.

Prov,

Prov.

14-11-9-25
15=11-G.25
5-12-9-25
5-13-9-25
1-1k-9-25
2-14-9-25
3-14-9-25
6-~14-~9-25
7-14-9-25
8-14-9-25
9-14-9-25
10-14-9-25

11-14-9-25



PART XXII

TRACT NUMBER LEGAL DESCRIPTION TRACT NUMBER LEGAL DESCRIPTION
_ TOWNSHIP S RANGE 25 WPM TOWNSHIP 9 RANGE 25 WPM

1-10 ISD. 1, Section 10 1h4-11 LSD. 14, Seetion 11
8-10 LSD. 8, Section 10 15-11 LSD. 15, Section 11
9-10 LSD. 9, Section 10 5-12 LSD. 5, Section 12
2-11 LSD. 2, Section 11 5=13 L8D. 5, Section 13
3-11 1SD., 3, Section 11 1-1h LSD. 1, Section 14
h.11 LSD., 4, Section 11 2«1l L3D. 2, Section 1&
5-11 LSD. 5, Section 11 3-14 LSD, 3, Section 1k
6-11 18D, 6, Section 11 ' 6-1h4 LSD. 6, Section 14
7-11 ISD. 7, Section 11 7-1L LSD. 7, Section 1k
8-11 LSD, 8, Section 11 8-14 LSD. 8, Section 1k
10-11 LSD. 10, Section 11 9-1h LSD. 9, Section 1k
11-11 18D. 11, Section 11 10-1k LSD. 10, Section 1k
12-11 LSD. 12, Section 11 1.1k LSD. 11, Section 14
13-11 LSD. 13, Section 11




PART XXIl|
MAP OF UNIT AREA

e PRODUCING WELL
HHM UNIT  BOUNDARY
NUMBERED TRACT
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TRACT

1-10
8-10
9-10
2-11
3-11
k-1
5-11
6-11
7-11
8-11

10-11

12-11
13-11

TRACT PARTICIPATION

—————————

b, 7hlis8
2.87217
3.49776
0. 74068
2.91362
3.95482
L.hhos1
5.17710
L.65950
3.92591
0.53833
1.74588
1.60080
0.18926

L,22753
3.57419
2,19813
0.50345
2.07245
3.40836
3.69730
4,51867
L,53441
4.25913
0.60194
1.65497
1.59075
0.16950

PART XXIV

TRACT

1h-11
15-11
5.12
5=13
1-1k
2-14
3-1h
6-14
7-14
8-14
9-1h
10-1k

21-14

TRACT PARTICIPATION

INIERIM —FINAL
1.02484 0.60393
7.30149 9.h2kls5
2.19585 1.83004
3.13178 2.37288
2.67472 2.13603
4.81221 h.26967
3.h1k32 L4,13644
3.82719 3.85203
L,376k2 5.02515
8.48123  10,31383
6.05240 6.18710
6.89570  7.90708
Toh-o0es R



Provision for Schedule
of Working Interest
Owners and
Participating
Intereats

Definitions

"Joint Property"

"Major Material"

"Material"

“"Condition 'A'"

25.01

26.01
()

(v)

{e)

PART XXV
PARTICIPATING INTERESTS

The Unit Operator shall as soon after approval of
title by the Operating Comittee under Part XIIT is
deemed to have been made, prepare and submit to the
Working Interest Owners, Schedules setting out the
Working Interest Owners of the Tracts and the Par-
ticipating Interest 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 Gagette.

The Unit Operator shall from time to time at
the dlscretion 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 lssue of The Manitoba Gazette,

PART XOVI
ACCOUNTING PROCEDURE

In this Part:

"Joint Property” shall mean the respective Tracts

and interest of the Working Interest Owners and
where the context so requires shall include all
wells, wellsite and lease equipment taken over by
Unit Operator pursusant to Part X hereto, and all
material purchased or furnished by the Unit Operator
for use in the development, maintensnce and operation
of the Unit. '

"Major Material” means any materisl the current
appraised value of which exceed Three Thousand
Dollars ($3,000.00) '

Shall mean equipment and supplies.
With respect to classification of material:

(1) New Material (Condition 'A') being new material
purchased for the Joint Property but never uged
-therecn, at One Hundred Percent (100%) of
Current New Price,
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"Condition 'B'"

"Condition ‘C'"

"condition D'

"oondition 'E'"

"Pemporarily Used
Equipment”

“"Current New Price” (a)

(11)

(111)

(iv)

(v)

(vi)

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

(a) At Seventy-Five Percent (75%) of Current
Kew Price if material was charged to
Cormon Account ag new; or

(b) At Seventy-Five Percent (75%) of Current
Kew Price less depreciation consistent
with its usage on and service to the
Joint Property, if material was originally
charged to the Common Account at Seventy-
‘Five Percent (75%) of Current New Price.

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

(a) After reconditioning will be further
serviceable for original function as good
gsecondhand material (Condition 'B')}, or

(b) Is serviceable for criginal function but
substantially not sulteble for recon-
ditioning,

ghall be at Fifty Percent (50%) of Current
New Price.

Used material (Coendition 'D') being material
which eannot be classified as Condition 'B’
or Condition 'C' shall be priced at a value
commensurate with its use.

Junk (Condition 'E'), being obsolete and un-
serviceable material, at prevailing junk prices
in the district.

When the uge 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 & basis
that will leave a net charge to the Common
Account consistent with the value of the ser-
vices rendered and adequate for the time the
material was 1in 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.




Statements and 26.02 Unit Operator shall bill each of the other Working

Billings Interest Owners on or before the last day of each
month for their proportionate share of charges and
credite in respect of Unit Operations during the
preceding month. 8Such bills shall be accompenied
by the following statements:

(a) Detailed statement of Controllable Material.

{v) Statement of all ordinary charges and credits.
to the Common Account summarized by appropriate
clagsification lndicative of the nature thereof.

(c) Detailed statement of all other charges and

credits.
Payments by Working 26.03 See Part VIIT.
Intereast Owners
Adjustments 26.04 Payments of any such bills shall not prejudice the

right of any Working Interest Owner to protest or
question the correctness thereof. Subjeect to the
exception noted in Section 26.05 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 & written claim on Unit
Operator for adjustment., Failure on the part of the
Working Interest Owner to make such a claim on Unit
Operator within such perlod ahamll establish the
correctness thereof and preclude the filing of ex-
ceptiona thereto or making of claims for adjustment
thereon. '

Audits 26.05 Any audit conmittee appointed by the Operating
Committee, upon notice in writing to the Unit Oper-
ator, shall have the right to audit Unit Opertor's
accounts and records relating to the accounting
hereunder for any calendar year within the Eighteen
(18) month period following the end of such calendar
year. The Working Interest Owners shall have Six
(6) months next following the examination of the Unit
Operator's records within which to take written ex-
ception to and make any and all claims on the Unit
Operator. Such audit committee shall make every
reagsonable effort to conduct such auditing in a
mamner which will result in a minimum of inconven-
ience to the Unit Operator. The cost of auch an
audit shall be charged to the Common Account excluding
the Working Interest Owner who has been designated
Unit Operator. In addition to the foregoing right
any Working Interest Owner shall have the right to
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make an individual audit at its own cost and expense,

Charges to 26.06 Subject to the limitationg hereinafter prescribed,

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

(a) Salaries, wages and related expenses of Unit Operator's
personnel up to and including the first level of
supervision, directly employed on the Joint Property
in the development, maintenance and operation therecf,
including salaries and wages paid to landmen acquir-
ing rights-of-way, settling damage claims, etc., and
to technical employees such as geologiste, engineers
and other employees who are temporarily assigned to
and located at and directly engaged on the Jolnt
Property.

(b) Unit Operator's cost of vacation and expenditures or
contributions imposed or assessed by a governmental
body having Jurisdiction with respect to such salaries
agd ogo.gea referred to in Paragraph (a) of Section
26.06,

(c) Unit Operator's current cost of established plans
for employees' group life insurance, sickness and
disability benefitas, hospitalization, pension, re-
tirement, stock purchases, thrift, bonus and other
benefit plans of like nature, appllcable to such
galaries and wages provided for in Paragraph (a)
Section 26.06., Provided that such charges shall
not exceed Fifteen Percent (15%) of the total of
the salaries and wages charged under Paragraph (a)
of Section 26.06. It is agreed, however, that if
this limitation of Fifteen Percent (15%) shall be
found to be insufficient, the same may be increased
from time to time when authorized by a vote of the
Operating Committee,

(a) Material purchased or furnished by Unit Operator for
use in connection with the operatlion 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 trans-
ferred to the Joint Property as is required for
immediate use, and the accumulation of surplus stocks
shall be avoided whenever possible.

(e) (1) Moving material to the Joint Property from
vendor's or from Unit Operator's warehouse in
the distriet or from the other properties of
the Unit Operator, but in either of the last
Two (2) events no charge shall be made to the
Common Account for a distance greater than the
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(£)

(2)

(h)

distance from the nearest reliable supply store
or rallway receiving point where such material
is available except by aspecific approval of the
Operating Conmittee.

(11) Moving surplus material from the Joint Property
to outside vendees, if sold f., o. b, destina-
tion, or minor returns to Unit Operator's ware-
house or other storage point. No charge shall
be made to the Common Account for moving sur-
plus material to Unit Operator's warehouse or
other storage point for & distance greater
than the distance to the nearest reliable
supply store or rallway receiving point, except
by specific approval of the Operating Committee,
and no charge shall be made to the Common
Account for moving material to other properties
belonging to Unit Operator, except by specific
approval of the Operating Committee.

(1) Contract services and utilities procured from
outside sources. Services of ocutalde profess-
ional consultants shall not be charged unless
approved by the Operating Committee, '

(11) Use of and service by Unit Operatar's exclu-
slvely owned equipment and facilities as pro-
vided in Section 26.08.

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 ressonable diligence.
Unit Operater shall furnish the Working Interest
Owners with written notice of demsge or losses in-
curred as soon as practical but not later than Fifteen
(15) days after report of same has been received by
Unit Operator.

All costs and expenses of litigation or legal services
necessary or expedlent for the protection of the Joint
Property, including legal fees and expenses as here-
inafter provided, together with all judgments obtained
againgt or chargeable to the Commen Account or the
Joint Property.

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

(3)

(k)

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

All taxes of every kind and nature (other than income
taxes) amsessed upon or in connection with the Joint
Property, the cperation thereof or the products de-
rived therefrom, and which taxes have been paid by
the Unit Operator for the benefit of the Worki
Interest Owmers. -

Premiums paid for ingurance required to be carried
under Section 18.02 together with all expenditures
incurred and paid in settlement of any and all losses,
claims, damages, Judgments, and other expenses in-
cluding legal services, not recovered from the Insurer.

Area, Division and Administrative Overhead:

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

(1) Salaries and expenses of the Unit Operator's
area superintendent and other general area or
field employees, managing officers and employees
of the division and/or principal office other
than those who are directly engaged on the
Joint Property and whose salaries are charge-
able to the Common Account under the provisions
of Paragraph (a) Section 26.06.

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

(111) The rates, which are subject to review annually
es provided in Section 6.03 () are as follows:

(a) One Thousand Eight Hundred Ninety Dollars
($1,890.00) per month,

(v) Forty-Five Dollars ($45.00) per day for each
drilling well, wells being plugged back,
drilled deeper, reworked, or converted to
gource or Input wells; charges to commence on
the date the well is spudded and terminated
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— (c)
- (a)
- (e)
B (2)
- Basis of Charges 26,07 (i)
- (11)

when the drilling rig or service rig ag the
cagse may be is released, except that no charge
should be made during the suspension of drill.
ing operations for Fifteen (15) or more con-
secutive days.

The charge in respect to conatruction of Unit
Pacilities, ineluding, but not limited to,
water injection plant, battery consolidation,
injection pipeline systems and water supply
systems shall be calculated on direct expen-
ditures on the following basis:

Five Percent (5%) of expenditures
up to $50,000.00 plus Three Percent
(3%) of expenditures over $50,000.00
and up to $100,000.00, plus One
Percent (1%) of all expenditures
over $100,000.00,

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

Rentals, payments in lieu of actual production
and royalties, whén paid by Unit Operator for
the Common Account,

Any other expenditures incurred by Unit Operator
except that no charge shall be made for any in-
terest or financing charges incurred by Unit
Operator except where Ilncurred with the approval
of the Operating Committee.

Outside Purchases

Material purchases shall be charged to the
Common Account at their involice cost to Unit
Operator after deduction of all discounts
actually received.

Material Furnished by Unit Operator

Material shall be purchased for direct charge to
the Common Account whenever practicable. Mater-
jal from Unit Operator's stock shall be priced
ag Tfollows:
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(a) New Material - Condition 'A'

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

(v) Used Materials - Condition 'B' and 'C’

(1) Material which is in sound snd serviceable
condition and is suitable for re-use with-
out reconditioning shall be classed as
Condition 'B' and priced at Seventy-Five
Percent (75%) of Current New Price.

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

(1) After reconditioning will be furthér
gserviceable for originel function
as good secondhand material (Condition
'B'), or _

(i1) Is serviceable for original function
but substantislly not suitable for
reconditioning,

shall be classed as Condition 'C' and
priced at Fifty Percent (50%) 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,

(%) Any equipment involving erection costs
will be charged on & basis not to exceed
Seventy~Five Percent (75%) of Current
New Price for simlilar materials in a dis-
mantled state.

Unit Operator's 26.08 The Unit Operator shall charge the Common Account
Exclugively Owned for services rendered by facilities and equipment
Facilities ovmed exzlusively by Unit Operator. The rates

charged shall be commensurate with the cost of own-
ership and operation and shall not be in excess of
current prevalling rates of like services and eguip-
ment available in the area.
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Disposal of Lease
Equipment

Inventories

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

26.09

(a) The term "minor equipment” shall mean any material or
items of Unit Facilities not Described as Major Mater-
ial. Unit Operator may dispose of any item of minor
equipment, which it deems tc be unnecessary for the
Unit Operation hereunder, to such person and for such
price as it sees fit without reference to the Operating
Committee,

(b) Unit Operator may dispose of any item of Major Material
which it deems to be surplus to the unit operations
at current market demand pricea prevailing in the area
without obtaining prior approval of the Working Int-
erest Owners. The Unit Operator will supply to each
Working Interest Owner every Six {6) months details
of Major Material deemed to he surplus or anticipated
to beceme surplus during the ensuing Six (6) months.
Further, any authority granted to the Unit Operator
to dispose of a Non-Operator's share of material
shall be revocable at the will of the Non-Operator.

(¢) Proceeds from the sale of Surplus Material shall be
credited to the Common Account.

26.10

{a) Perlodic inventories of Controllable Material shall
be taken by an Inventory Committee appointed by the
Operating Committee; PROVIDED, HOWEVER, that con-
struction projects as outlined in the budget shall
be inventoried by the Inventory Committee within
One (1) year of completion and coples of any such
inventory shall be furnished to all Working Interest
Owners.

() Reconciliation of inventory with the Controllable
Material shall be made by the Inventory Committee,
and a ldist of overages and shortages ghall be sub-
mitted to the Working Interest Owners for their
approval within Sixty (60) days from the taking of
such inventory.

(¢} 1Inventory adjustments shall be made by Unit Operatar
with the Controllable Material for overages and
shortages but Unit Operator shall only be held account-
able to the Working Interest Owners hereto for short-
ages resulting from lack of reasonable dlligence.
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(a)

(e)

Fixed Asset 26.11
Recorda

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 Thirty (30) days after the receipt
of notice thereof. The expense of Unit Operator's
representative in conducting any special inventory

80 requested shall be charged to the separate account
of the requesting Working Interest Owmer.

Fixed Asset Records shall be maintained for all
Controllable Material as defined in Section 10.02.

-1



November 17, 1994

Mr. Lachlan J. McLeod
Vice-President

Geolock Resources Ltd,
Suite 480, McFarland Tower
200 - 4th Avenue SW
Calgary AB T2P 3J4

Dear Mr. McLleod:

Re: Unit Order No. 33 - East Routledge Unit No. 1

Attached is a copy of Unit Order No. 33 amending the
definition of "Unitized Strata" in the Plan for ‘Unit
Operation Governing the Unitized Management Operation and
Further Development of East Routledge Unit No. 1. Effective
December 1, 1994 all production from the well 5-11-9-25 will
be considered unit production. The Branch no longer
requires an application under Section 47 of the regulation
to recomplete any well in the Unit, uphole in the Lodgepole
Formation.

If you have any questions in respect of this matter please
contact the undersigned at (403) 945-6574.

Yours truly,

John N. Fox
Chief Petroleum Engineer

ca. Administration
Virden Eng.



MINISTERIAL ORDER
UNIT ORDER NO. 33

Pertaining to the Unit Operation of
East Routledge Unit No. 1

1. Effective December 1, 1994, the Plan for Unit Operation Governing the Unitized
Management Operation and Further Development of East Routledge Unit No. 1 ("the
-Unit Plan") dated July 21, 1971 and amended October 5, 1971 is further amended
by revising the definition of "Unitized Strata” in Part | - interpretation, Definitions
1.02(v) of the Unit Plan to read:

(v} "Unitized Strata" shall mean the subsurface portion of the Unit
Area commonly known as the Lodgepole Formation and which
is the same Formation encountered between the depths of
1960" and 2113" as indicated on the electric log for the well,

~ E. Routledge Unit No. 1 Prov. 7-11-9-25 (WPM), located at
Lsd. 7 in Section 11, Township 9 North, Range 25, West of
the First Meridian in the Province of Manitoba.

2. This order provides for the continued operation of East Routledge Unit No. 1 in
- accordance with the amended Unit Plan.

3. Unitization Order No. 13 dated March 30, 1972 is hereby rescinded.

November 9, 1994

Date Donald W. Orchard
Minister of Energy and Mines



Order in Council

851/ 1994

On Matters of State

T'o The Honourable the Lieutenant Governor in Council

The undersigned, the Minister of ..................... ENergy.. AN . MAIES oo irt st et
submits for approval of Council a report setting forth that:

WHEREAS Subsections 138(1) and {(2) of The 0il and Gas Act {C.C.S.M. c.034},
provide as follows:

"138(1) A working interest owner or unit operator may, in accordance with the
regulations, make application to the minister to make an order to amend a
unit order
{a} to remedy a deficiency in the order;

{b} to meet changing conditions;
{c) to add a sgpacing unit to the unit area; or
(d) to join two or more unit areas into one unit area."

"138(2) Subject to the approval of the Lieutenant Governor in Council and to
subsections {3) and (4), the minister may make an order to amend a unit
order . "

AND WHEREAS Unitization Order No. 13 of The ©0il and Natural Conservation Board {(March

30, 1972} established East Routledge Unit No. 1 ("the Unit") and provided
for the Unit to be operated in accordance with the Plan for Unit Operation
Governing the Unitized Management and Further Development of East
Routledge Unit No. 1 ("the Unit Plan").

AND WHEREAS deolock Resources Ltd., as Unit Operator of East Routledge Unit No. 1, has
made application to amend the definition of "Unitized Strata" in the Unit
Plan to include the entire Lodgepole Formation;

AND WHEREAS the proposed amendment to the definition of "Unitized Strata"™ in the Unit
Plan will result in costs savings to the Unit owners and a potential
increase in oil recovery from the Unit.

THEREFORE, he, the Minister, recommends:

THAT by order under Subsection 138(2) of the 0il and Gas Act, Unitization
Order No. 13 be amended by revising the definition of "Unitized Strata”™ in
Part I - Interpretation, Definitions 1.02 {v) of the Unit Plan to read

(v) "Unitized Strata" shall mean that subsurface portion
of the Unit Area commonly known as the Leodgepole
Formation and which is the same Formation encountered

Initialing Department/Agency between the depths of 1960’ and 2113’ as indicated on
Department/Agency  Authorized Office the electric log for the well, E. Routledge Unit No. 1
ENERGCY AND MINES é%ﬁljﬁ, -‘] Prov. 7-11-9-25 {WPM}, located at Lsd. 7 in Section

Approved by 11, Township 9 North, Range 25, West of the First
C58.0. Finance Meridian in the Province of Manitoba.

Approved as to form by:

Name 0’/551&‘0/‘/(/’5
d « T_ / L/-/( ‘Flnitials

Civil Legal Services: ¢ 7//
or Legislative Counsel: f)é/ %

IN THE EXECUTIVE COUNCIL CHAMBER, WINNIPEG

Signature

Upon consideration of the foregoing report and recommendation Council advises that it be done as rccomméng.
r" I

f o
November 9, 1994 ) 2
Kd,,;(ﬂ’/yf// .........................
Date -President or Presiding'Member
/
AT GOVERNMENT HOUSE IN THE CITY OF WINNIPEG /
Approved and Ordered thi S day of ....... November . . . ... AD. .199%4.....

%

C . .ﬁ//_/\. Cd.—z/;,zg,,.ﬁé/

....................................... T T e

Lie\yﬁant Governor

PSF 40 ~ 8940100409
1991
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Manitoba B p)
Dan.  October 19, 1994 Memorandum

1o Garry Barnes From Bob Dubreuil
Acting Deputy Minister Director
Petroleum Branch . Petroleum Branch
‘East Routledge Unit No. 1 Telephone

Subject Amendment to Unitization No. 13

Geolock Resources Ltd., the Unit Operator of East Routledge Unit
No. 1 {("the Unit"), has applied under Section 138 of the 0il and
Gas Act ("the Act"} to amend the Plan for Unit Operation
Governing the Unitized Management and Further Development of
East Routledge Unit No. 1 ("the Unit Plan"). The company has
also applied under Section 214 of the Act for an order
authorizing continued production on behalf of an unidentified
royalty owner in the Unit.

First | Fold

Recommendation

It is recommended that the Minister issue an order under
Subsection 138 (2) of the Act amending Unitization Order No. 13
to revise the definition of "Unitized Strata" in Part I -
Interpretation, Definitions 1.02 (v} of the Unit Plan to read

{v) "Unitized Strata" shall mean that subsurface portion of the Unit
Area commonly known as the Lodgepole Formation and which is the
game Formation encountered between the depths of 1960’ and 2113°
as indicated on the electric log for the well E. Routledge Unit
No. 1 Prov. 7-11-9-25 (WPM), located at Lsd. 7 in Section 11,
Township 9 North, Range 25, West of the First Meridian in the
Province of Manitoba.

Attached is a copy of the proposed Cabinet submission, Order in
Council and Minister's Order.

Discuassion

Unitization Order No. 13 {March 30/72) established the Unit and
provided for operation of the Unit in accordance with the Unit
Plan. Geolock has applied to amend the definition of "Unitized
Strata" in the Unit Plan to include all members of the Lodgepole
Formation. The Unitized Strata is currently defined as the
Cherty Zone (Scallion Member) which is the lowest of four
geological members in the Lodgepole Formation (see Table 1).
Unitized strata for other units in the Virden Field include the
entire Lodgepole Formation. Geological and production data in
numerous areas of the Virden Field indicates the various members

of the Lodgepole are in communication as a result of natural and
induced fractures.

PS-1-2% RA4-01-00830 0 EF



Geolock recently recompleted a unit well, 5-11-9-25 (WPM), and
established production in the unit area from the Virden Member
of the Lodgepcle Formation. Geolock sees potential to
recomplete as many as four additional wells in this zone.
Recompletions have the potential to increase unit production
from 12 m*/d to 20 m3/4d.

Section 138 of the Act provides for the Minister, with the
approval of the LG in C, to make an order amending a unit order
to meet changing conditions. Geolock has received approval for
the proposed change in the definition of Unitized Strata from
all working interest owners and royalty owners in the Unit, with
the exception of an unidentified royalty owner.

The unidentified royalty owner, who has a royalty interest in
1.22 ha under a railway right-of-way in 5-12-9-25, is the
subject of an application from Geoclock under Section 214 of the
Act for a Minister's order authorizing continued production on
behalf of the unidentified royalty owner. The application
regarding the unidentified royalty owner is incomplete.
Additional information regarding the funds currently held in
trust by Geolock and Samedan (the previous unit operator) and a
title search and opinion on rightful ownership are required.
Public notice is also required under Subsection 214 (2) of the
Act before the Minister can make an order.

The approval of Geclock's application to amend the Unit Plan
will have no effect on the outcome of the unidentified rovalty
owner application and vise versa. Therefore it is recommended
that the two applications be dealt with separately.

The proposed amendment to the definition of Unitized Strata to
include all members of the Lodgepole Formation satisfies the
following criteria for unit operation as listed in Section
135(1) of the Act; (a) the amendment will result in more
efficient production and cost savings to Unit owners; (b) the
amendment will result in a potential increase in ultimate
recovery; and {c) the amendment will ensure there are no equity
concerns among unit owners. The proposed Cabinet submission and
OIC are attached. It would be desirable to have the approval of
the LG in C in time to permit the Minister's order amending the
unit order to be effective November 1, 1994.

Ry

.R. Dubreuil, Director
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Table 1: Manitoba geologic column, showing the productive formations

in Manitoba, as well as other areas in the Williston basin.




DEPARTMENT OF ENERGY AND MINES
CABINET SUBMISSION

SUBJECT:

Application under the Oil and Gas Act for amendment of Unitization Order No. 13 for East
Routledge Unit No. 1.

BACKGROUND:

The Oil and Natural Gas Conservation Board Unitization Order No. 13 (March 30/72)
established East Routledge Unit No. 1 ("the Unit") and provided for operation of the Unit in
accordance with the Plan for Unit Operation Governing the Unitized Management and Further
Development of East Routledge Unit No. 1 ("the Unit Plan"). Geolock Resources Litd., the
Unit Operator, has applied under Section 138 of the Oil and Gas Act for an order of the
Minister amending the Unitization Order by revising the definition of "Unitized Strata" in the
Unit Plan.

DISCUSSION:

The current definition of Unitized Strata under the Unit Plan restricts oil production to the
Cherty Zone (Scallion Member), the lowest of four geological members in the Lodgepole
Formation. Geolock has applied to amend the definition of Unitized Strata to include all
members of the Lodgepole Formation.

Geolock has recently recompleted a well in the unit area in the Virden Member of the
Lodgepole Formation. The well is producing 2.2 cubic metres per day and Geolock sees the
potential to recomplete as many as four additional wells. Recompletions have the potential to
increase unit production by up to 70%.

Section 138 of the Act provides for the Minister, with the approval of the Lieutenant Governor
in Council, to make an order amending a unit order to meet changing conditions. Geolock has
received approval for the proposed change in the definition of Unitized Strata from all working
interest owners and royalty owners in the Unit, with the exception of an unidentified royalty
owner. Geolock has applied to the Minister under Section 214 of the Oil and Gas Act for
resolution of the matter of the unidentified royalty owner, who has a 0.3 % royalty interest in
the Unit. If the identity of the owner is not determined within 5 years, title to the oil and gas
rights revert to the Crown.

The proposed amendment to the definition of Unitized Strata to include all members of the
Lodgepole Formation will result in cost savings to the Unit owners and a potential increase in
0il recovery.

FINANCIAL IMPLICATIONS:

If the proposed recompletions are successful, additional Crown royalty and freehold production
tax revenue is estimated at $10 000 to $50 000 per year.




COMMUNICATION STRATEGY:

Letter to Geolock as Unit Operator accompanied by the Minister's order amending the
Unitization Order.

RECOMMENDATIONS: o
The Minister issue an order under Section 138 of the Oil and Gas Act amending the Unit Atder
by revising definition of Unitized Strata under the Unit Plan to include all of the Lodgepole
Formation.

Donald W. Orchard
Minister of Energy and Mines

Contact Person:
L. R. Dubreuil - 945-6573
Date: October 19, 1994



Order in Council

On Matters of State

T'o The Honourable the Lieutenant Governor in Council

The undersigned, the Minister of ..................... R A TR et Y=Y A Ts IR L o7 =Y= SO OO P O OO OUPPPSITOPPP R
submits for approval of Council a report setting forth that:

WHEREAS Subgections 138(1) and (2) of The 0il and Gas Act {(C.C.S.M. c.034),
provide as follows:

1138 (1) A working interest owner or unit operator may, in accordance with the
regulations, make application to the minister to make an order to amend a
unit order
(a) to remedy a deficiency in the order;

(b) to meet changing conditions;
(c) to add a spacing unit to the unit area; or
)

(d) to join two or more unit areas into one unit area."

1138(2) Subject to the approval of the Lieutenant Governor in Council and to
subsections (3) and (4}, the minister may make an order to amend a unit
order."

AND WHEREAS Unitization Order No. 13 of The 0il and Natural Conservation Board (March

30, 1972) established East Routledge Unit No. 1 ("the Unit") and provided
for the Unit to be operated in accordance with the Plan for Unit Operation
Governing the Unitized Management and Further Development of East
Routledge Unit No. 1 {"the Unit Plan").

AND WHEREAS Geolock Rescurces Ltd., as Unit Operator of East Routledge Unit No. 1, has
made application to amend the definition of "Unitized Strata" in the Unit

Plan to include the entire Lodgepole Formation;

AND WHEREAS the proposed amendment to the definition of "Unitized Strata" in the Unit
Plan will result in costs savings to the Unit owners and a potential
increase in oil recovery from the Unit.

THEREFORE, he, the Minister, recommends:

THAT by order under Subsection 138(2) of the 0il and Gas Act, Unitizatiocn
Order No. 13 be amended by revising the definition of "Unitized Strata" in
Part I - Interpretation, Definitions 1.02 (v) of the Unit Plan to read

{v) "Unitized Strata" shall mean that subsurface portion
of the Unit Area commonly known as the Lodgepole
Formation and which is the same Formation encountered

Initiating Department/Agency between the depths of 1960’ and 2113’ as indicated on
Department/Agency  Authorjzed Office the electric log for the well, E. Routledge Unit No. 1
ENERSY Anp MINE ZEEZJZ, : Prov. 7-11-9-25 (WPM), located at Lsd. 7 in Section

11, Township 9 North, Range 25, West of the First

Approved by - ;
Meridian in the Province of Manitcba.

C8.C. Finance

Approved as to form by:
Name 0’/541&;0"/{/13
ccT / ‘f/j ¢

Civil Legal Services:

2} -1‘ -
or Legislative Counsel: ,)(//6

SEENALUTE L.viviiiirieeiieeie et seceae s resees s ees e eeans s e e b bt s b e sae e e st e e s a e es s s e s n et
IN THE EXECUTIVE COUNCIL CHAMBER, WINNIPEG

Upon consideration of the foregoing report and recommendation Council advises that it be done as recommended.

Lieutenant Governor

PSF 40 — 8940100409
1991



MINISTERIAL ORDER
UNIT ORDER NO. 33

Pertaining to the Unit Operation of
East Routledge Unit No. 1

1. Effective December 1, 1994, the Plan for Unit Operation Governing the Unitized
Management Operation and Further Development of East Routledge Unit No. 1 {"the
Unit Plan") dated July 21, 1971 and amended October 5, 1971 is further amended
by revising the definition of "Unitized Strata" in Part | - Interpretation, Definitions
1.02{v) of the Unit Plan to read:

{v) "Unitized Strata” shall mean the subsurface portion of the Unit
Area commonly known as the Lodgepole Formation and which
is the same Formation encountered between the depths of
1960' and 2113’ as indicated on the electric log for the well,
E. Routledge Unit No. 1 Prav. 7-11-9-25 (WPM), located at

- Lsd. 7 in Section 11, Township 9 North, Range 25, West of
the First Meridian in the Province of Manitoba.

2. This order provides for the continued operation of East Routledge Unit No. 1 in
- accordance with the amended Unit Plan.

3. Unitization Order No. 13 dated March 30, 1972 is hereby rescinded.

Date Donald W. Orchard
Minister of Energy and Mines
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Date

To

Subject

October 19, 1994 Memorandum

‘Garry Barnes From . Bob Dubreuil
Acting Deputy Minister - Director
.Petroleum Branch Petroleum Branch
‘East Routledge Unit No. 1 Telephone

-Amendment to Unitization No. 13

First } Fold

740
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Geolock Resources Ltd., the Unit Operator of East Routledge Unit
No. 1 ("the Unit"), has applied under Section 138 of the 0il and
Gas Act ("the Act") to amend the Plan for Unit Operation
Governing the Unitized Management and Further Development of
East Routledge Unit No. 1 ("the Unit Plan"). The company has
also applied under Section 214 of the Act for an order
authorizing continued production on behalf of an unidentified
royalty owner in the Unit.

Recommendatiocn

It is recommended that the Minister issue an order under
Subsection 138 (2) of the Act amending Unitization Order No. 13
to revise the definition of "Unitized Strata" in Part I -
Interpretation, Definitions 1.02 (v} of the Unit Plan to read

{v) "Unitized Strata" shall mean that subsurface portion of the Unit
Area commonly known as the Lodgepole Formation and which is the
same Formation encountered between the depths of 1960’ and 2113’
as indicated on the electric log for the well E. Routledge Unit
No. 1 Prov., 7-11-9-25 (WPM), located at Lsd. 7 in Section 11,
Township 9 North, Range 25, West of the First Meridian in the
Province of Manitoba.

Attached is the a copy of the proposed Cabinet submission and
OIC.

Disgcussion

Unitization Order No. 13 (March 30/72) established the Unit and
provided for operation of the Unit in accordance with the Unit
Plan. Geolock has applied to amend the definition of "Unitized
Strata" in the Unit Plan to include all members of the Lodgepole
Formation. The Unitized Strata is currently defined as the
Cherty Zone (Scallion Member} which is the lowest of four
geological members in the Lodgepole Formation (see Table 1).
Unitized strata for other units in the Virden Field include the
entire Lodgepole Formation. Geological and production data in
numerous areas of the Virden Field indicates the various members

of the Lodgepole are in communication as a result of natural and
induced fractures.



Geolock recently recompleted a unit well, 5-11-9-25 (WPM), and
established production in the unit area from the Virden Member
of the Lodgepole Formation. Geolock sees potentlal to
recomplete as many as four additional wells in this zone.
Recompletlons have the potential to increase unit production
from 12 m®/d to 20 m 3/4.

Section 138 of the Act provides for the Minister, with the
approval of the LG in C, to make an order amending a unit order
to meet changing conditions. Geolock has received approval for
the proposed change in the definition of Unitized Strata from
all working interest owners and royalty owners in the Unit, with
the exception of an unidentified royalty owner.

The unidentified royalty owner, who has a royalty interest in
1.22 ha under a railway right-of-way in 5-12-9-25, is the
subject of an application from Geolock under Section 214 of the
Act for a Minister's order authorizing continued production on
behalf of the unidentified royalty owner. The application
regarding the unidentified royalty owner is incomplete.
Additional information regarding the funds currently held in
trust by Geolock and Samedan (the previous unit operator) and a
title search and opinion on rightful ownership are required.
Public notice is also required under Subsection 214(2) of the
Act before the Minister can make an order.

The approval of Geoclock's application to amend the Unit Plan
will have no effect on the outcome of the unidentified royalty
owner application and vise versa. Therefore it is recommended
that the two applications be dealt with separately.

The proposed amendment to the definition of Unitized Strata to
include all members of the Lodgepole Formation satisfies the
following criteria for unit operation as listed in Section
135(1) of the Act; (a) the amendment will result in more
efficient productlon and cost savings to Unit owners; {b} the
amendment will result in a potential increase in ultimate
recovery; and (c) the amendment will ensure there are no equity
concerns among unit owners. The proposed Cabinet submission and
OIC are attached. It would be desirable to have the approval of
the LG in C in time to permit the Minister's order amending the
unit order to be effective November 1, 1994.

L.R. Dubreuil, Director
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DEPARTMENT OF ENERGY AND MINES
CABINET SUBMISSION

SUBJECT:

Application under the Oil and Gas Act for amendment of Unitization Order No. 13 for East
Routledge Unit No. 1.

BACKGROUND:

The Oil and Natural Gas Conservation Board Unitization Order No. 13 (March 30/72)
established East Routledge Unit No. 1 ("the Unit") and provided for operation of the Unit in
accordance with the Plan for Unit Operation Governing the Unitized Management and Further
Development of East Routledge Unit No. 1 ("the Unit Plan"). Geolock Resources Ltd., the
Unit Operator, has applied under Section 138 of the Qil and Gas Act for an order of the
Minister amending the Unitization Order by revising the definition of "Unitized Strata" in the
Unit Plan.

DISCUSSION:

The current definition of Unitized Strata under the Unit Plan restricts oil production to the
Cherty Zone (Scallion Member), the lowest of four geological members in the Lodgepole
Formation. Geolock has applied to amend the definition of Unitized Strata to include all
members of the Lodgepole Formation.

Geolock has recently recompleted a well in the unit area in the Virden Member of the
Lodgepole Formation. The well is producing 2.2 cubic metres per day and Geolock sees the
potential to recomplete as many as four additional wells. Recompletions have the potential to
increase unit production by up to 70%.

Section 138 of the Act provides for the Minister, with the approval of the Lieutenant Governor
in Council, to make an order amending a unit order to meet changing conditions. Geolock has
received approval for the proposed change in the definition of Unitized Strata from all working
interest owners and royalty owners in the Unit, with the exception of an unidentified royalty
owner. Geolock has applied to the Minister under Section 214 of the Oil and Gas Act for
resolution of the matter of the unidentified royalty owner, who has a 0.3% royalty interest in
the Unit. If the identity of the owner is not determined within 5 years, title to the oil and gas
rights revert to the Crown.

The proposed amendment to the definition of Unitized Strata to include all members of the
Lodgepole Formation will result in cost savings to the Unit owners and a potential increase in
oil recovery.

FINANCIAL IMPLICATIONS:

If the proposed recompletions are successful, additional Crown royalty and freehold production
tax revenue is estimated at $10 000 to $50 000 per year.



COMMUNICATION STRATEGY:

Letter to Geolock as Unit Operator accompanied by the Minister's order amending the
Unitization Order.

RECOMMENDATIONS:

The Minister issue an order under Section 138 of the Oil and Gas Act amending the Unit Irder

by revising definition of Unitized Strata under the Unit Plan to include all of the Lodgepole
Formation.

Donald W. Orchard
Minister of Energy and Mines

Contact Person;
L. R. Dubreuil - 945-6573
Date: October 19, 1994



Order in Council

On Matters of State

To The Honourable the Lieutenant Governer in Council

The undersigned, the Minister of .........ccccooo.... D aRhate AR N o U BN U T = SO T OO S P OO UE SRS USRI
submits for approval of Council a report setting forth that;

WHEREAS subsections 138(1) and (2) of The 0il and Gas Act (C.C.5.M. c.034),
provide as follows:

"138(1) A working interest owner or unit operator may, in accordance with the

regulations, make application to the minister to make an order to amend a
unit order

(a) to remedy a deficiency in the order;

(b} to meet changing conditions;

(c) to add a spacing unit to the unit area; or

(d) to join two or mere unit areas into one unit area."

"138(2) Subject to the approval of the Lieutenant Governor in Council and to
subsections (3) and {(4), the minister may make an order to amend a unit
order."

AND WHEREAS Unitization Order We. 13 of The 0il and Natural Conservation Board {March

30, 1972) established East Routledge Unit No. 1 ("the Unit") and provided
for the Unit to be cperated in accordance with the Plan for Unit Operation
Governing the Unitized Management and Further Development of East
Routledge Unit No. 1 {"the Unit Plan").

AND WHEREAS Geolock Resources Ltd., as Unit Operator of East Routledge Unit No. 1, has
made application to amend the definition of "Unitized Strata®” in the Unit
Plan to include the entire Lodgepole Formation;

AND WHEREAS the proposed amendment to the definition of "Unitized Strata" in the Unit

Flan will result in costs savings to the Unit owners and a potential
increase in oil recovery from the Unit.

THEREFCRE, he, the Minister, recommends:

THAT by order under Subsection 138(2) of the 0il and Gas Act, Unitization
Order No. 13 be amended by revising the definition of "Unitized Strata" in
Part I - Interpretation, Definitions 1.02 (v) of the Unit Plan to read

(v) "Unitized Strata" shall mean that subsurface portion
of the Unit Area commonly known as the Lodgepole
Formation and which is the same Formation encountered
between the depths of 1960’ and 2113’ as indicated on

Initiating Department/Agency
Department/Agency  Authopized Qfficer

the electric log for the well, E. Routledge Unit No. 1
ENEELY AnB AwES “;LJ Prov., 7-11-%-25 (WPM), located at Lsd. 7 in Section
‘Approved by 11, Township 9 North, Range 25, West of the First
CE.C Pinance Meridian in the Province of Manitoba.

Approved as to form by:

o /‘/2?'
Civil Legal Services: &

(04
Ipitials
or Legislative Counsel: ﬂi/Lé

IN THE EXECUTIVE COUNCIL CHAMBER, WINNIPEG

SIENALUTE L.oviiiiiic ettt ettt

Upon consideration of the foregoing report and recommendation Council advises that it be done as recommended.

AT GOVERNMENT HOUSE IN THE CITY OF WINNIPEG

Approved and Ordered this ........cccocooeeervvnnnnn. dBY OF .o AD

Lieutenant Governor

PSF 40 - 8240100409
1991
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This travsmission is sulject to solicitor-cliant privilege and contains confidential information intended only for the

personjcompany named as the recipient. [If you hve received fis transmission in error:
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To: John Fox

Branch/Dept.:  Energy & Mines

Phone No.:

Fax No.: 945-0586

FROM: Dirk Blevins, Crown Counsel

Phone: 945-2834
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On Matters of State

‘{DaTholhluuu1&d-ﬁhnlhnu&cn.ntﬁkwnrnnrhaCounsﬂ

‘wmwﬂum« wossoseasassssssssrasees FEROERL. BRI MITAR..cocrirmnnnrsinnreene
58 :I'ﬁ*npprowlofmcdareportmnngfmhthat T

: " Subgections 138(1) and {2) of The Oil and Gas Act (C.C. s M. c. 034}, L
provide as follown:

.. w138{1) A working interest owner or unit operator may, im accordance with the
o ‘ regulationg, make application to the minister to make an order to amend a
unit order -
(a) to remedy a daficiency in the order;
{b] to meet changing conditions;
{c) to add a spacing unit to the unit area; orxr
(d) to join two or more unit areas into cne unit area.*

*»139(2) Subject to the approval of the Lieutenant Governor in Council and to
subsections (3) and (4), the Miniater may make an order to amend a unit
order."

AND WHEREAS Unitization Order No. 13 of The 0il and Natural Conservation Board (March
30, 1972) established East Routledge Unit No. 1 ("the Unit*) and provided
for the Unit to be cperated in accordance with the Plan for Unit Gpsration
Governing the Unitized Management and Further Development of East
Routledge Unit No. 1 ("the Unit Plan").

Geolock Rescurces Ltd., as Unit Cpexator of East Routledge Unit No. 1, has
made application to amend the definition of "Unitized Strata® in the Unit
Plan to include the entire Lodgepole Pormation;

the proposed amendment to the definition of "Unitized Strata" in the Unit
Plan will resultr in costs savings to the Unit owners and a potential
increase in o©il recovery from the Unit.

. T tear, recommends: )
he o Mm“;rw T.OROER ® (3 AG AMTAORO BY REVIS MG
: THAT by order under Subsection 138{2) of the 0il and Gas Actathe :

T definition of "Unitized Strata"™ in Part I - Interpretation, Definitions
' 1.02 (v) of the Unit Plan re=swesslsl to read ' o

. (v) "Unitized Strata" shall mean that subsurface poxtion
o of the Unit Area commonly known as the Lodgepcle
Formation and which is the same Formation sncountered

-‘};.'-'. .
&; nﬁu§ungrhpcnnnn9%¢im3' between the depths of 1960° and 2113’ &as indicated on
o - the slectric log in Samedan’'s West Routledge Prov., 7-
11-9-25 located at Lsd. 7 in Section 11, Township 9
North, Range 25, West of the First Meridian in the
- Province of Manitaoba. _
Initials
simm esumemrryaves --...-...-.-....-..................----.-..--.-..u......"u..u..-.u.nou&" ---v--.----n-l-tonoo-\c
COUNCIL CHAMBER, WINNIPEG
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Minister of
Energy and Mines

Minister responsible for Manitoba Hydro

Room 314
Legislalive Building
Winnipeg, Manitoba, CANADA
R3C0vs

OCT- T oA .
Mr. Lachlan J. McLeod -
Vice-President

Geolock Resources Ltd.

Suite 480, McFarlane Tower

200 - 4th Avenue Sw

Calgary AB T2P 3J4
Dear Mr. Mcleocd:

East Routledge Unit No. 1
Application to Amend Unitization Order No. 13

The Department is in receipt of your application to amend
Unitization Order No. 13. The Petroleum Branch will be
reviewing the application and contacting you directly with
any questions or comments.

If you have any questions regarding processing of the
application please don't hesitate to call L. R. Dubreuil,
Director of Petroleum or John N. Fox, Chief Petroleum
Engineer at (204) 945-6573 and 945-6574 respectively.

Yours truly,
ORIGINAL SIGNED Y
DONALD W. CRCHATD

Donald W. Orchard

bcc: G. Barnes
L. R. Dubreuil
J. N. Fox

JNFhw
Typed September 28, 1994




o Tkt
Manitoba o B)
oae  September 28, 1994 Memorandum

To Garry Barnes From . Bob Dubreuil
Acting Deputy Minister . Director
.Petroleum Branch . Petroleum Branch

Telephone

Subjec!  .East Routledge Unit No. 1 - Log #9405911

Geolock Resources Ltd. the Unit Operator of East Routledge Unit
No. 1 has applied under Section 138 of the 0il and Gas Act to
amend the definition of "Unitized Strata" as provided for in the
Plan for Unit Operation Governing the Unitized Management and
Further Development of East Routledge Unit No. 1. Section 138 of
the Act provides for the Minister, with the approval of the LG in
C, to make an order amending a unit order to remedy a deficiency
in the order and to meet changing conditicns. Geolock has
received approval from all working interest owners and royalty
owners in the Unit, with the exception of the unidentified
royalty owner, for the proposed amendment.

First | Fold

The company has also applied under Section 214 of the Act for an
order of the Minister authorizing continued production on behalf
of an unidentified royalty owner in the Unit. This application
is incomplete. The company will be contacted by the Branch
regarding submission of additional information. Public notice of
this application is required under Subsection 214(2) of the Act
before the Minister can make an order.

2 3B,

" L.R. Dubreuil, Director

PS 125 894-01-00930 B %E




Minister of
Energy and Mines

Minister responsible for Manitoba Hydro

Room 314
Legislative Building
Winnipeg, Manitoba, CANADA
R3COVSE

Mr. Lachlan J. McLecod
Vice-President

Geolock Resources Ltd.
Suite 480, McFarlane Tower
200 - 4th Avenue 8W
Calgary AB T2P 3.J4

Dear Mr. MclLeod:

East Routledge Unit No. 1
Application to Amend Unitization Order No. 13

The Department is in receipt of your application to amend
Unitization Order No. 13. The Petroleum Branch will be
reviewing the application and contacting you directly with
any questions or comments.

If you have any questions regarding processing of the
application please don't hesitate to call L. R. Dubreuil,
Director of Petroleum or John N. Fox, Chief Petroleum
Engineer at (204) 945-6573 and 945-6574 respectively.

Yours truly,

Donald W. Orchard

bcec: G. Barnes
I.. R. Dubreuil
J. N. Fox

JNF/hw
Typed September 28, 1994



OFFICE OF THE DEPUTY MINISTER OF ENERGY AND MINES

ACTION/ROUTE SLIP

DATE: September 21, 1994 LOG NUMBER: 9405911

TO: Bob Dubreuil FROM: Garry Barnes
Petroleum Branch Acting Deputy Minister
Energy & Mines Energy & Mines
5th Floor 330 Graham Ave. 314 Legislative Building

Telephone: 945-4172
Fax: 945-8374

NAME: Lachlan J. MclLeod

SUBJECT: E. Routledge Unit 1, Twp. 9, Rge. 25 WPM, Manitoba -
John Fox as operation of the subject Unit for Geolock

ACTION: Please draft a reply for the Minister's signature.
Thank you.

DUE DATE: SEPTEMBER 26, 1994



| On Matters of State

To The Honourable the Licutenant Governor in Council

The undersigned, the Minister of .................... ERergy. . B MATLES oo ieeeeer i rasarar st
submits for approval of Council a report setting forth that:

WHEREAS Subsections 138(1) and (2) of The 0il and Gas Act (C.C.S.M. c.034),
provide as follows:

"138{1) A working interest owner or unit operator may, in accordance with the
regulations, make application to the minister to make an order to amend a
unit order
(a) to remedy a deficiency in the order;

{(b) to meet changing conditions;
(¢} to add a spacing unit to the unit area; or
{d} to join two or more unit areas into one unit area."

1138 (2) Subject to the approval of the Lieutenant Governor in Council and to
subsections (3) and {4), the minister may make an order to amend a unit
order."

> WHEREAS Unitization Order No. 13 of The 0il and Natural Conservation Beard {March
30, 1972) established East Routledge Unit No. 1 ("the Unit") and provided
for the Unit to be operated in accordance with the Plan for Unit Operation
Governing the Unitized Management and Further Development of East
Routledge Unit No. 1 {"the Unit Plan"}.

D WHEREAS Geolock Resources Ltd., as Unit Operator of East Routledge Unit No. 1, has
made application to amend the definition of "Unitized Strata" in the Unit
Plan to include the entire Lodgepole Formation;

D WHEREAS the proposed amendment to the definition of "Unitized Strata" in the Unit
Plan will result in costs savings to the Unit owners and a potential
increase in o0il recovery from the Unit.

EREFORE, he, the Minister, recommends:

THAT by order under Subsection 138(2) of the 0il and Gas Act, Unitization
Order No. 13 be amended by revising the definition of "Unitized Strata" in
Part I - Interpretation, Definitions 1.02 (v) of the Unit Plan to read

(v) "Unitized Strata" shall mean that subsurface portion
of the Unit Area commonly known as the Lodgepole
Formation and which is the same Formation encountered

Inilialing Department/Agency between the depths of 1960’ and 2113’ as indicated on
Department/Apency  Autliorized Office the electric log for the well, E. Routledge Unit No., 1
ENERLY AND MINE pdézj;é; l] Prov, 7-11-9-25 {(WPM), located at Lsd. 7 in Section

Approved by 11,.T?wnship 9 North, Range 25, West of the First
CEC. Finance Meridian in the Province of Manitoba.

Approved as to form by:

Name 0'/§JIEC//VL/(}>
ot/ Lf{z ¢

. Initials
Civil Legal Services:

. e
!
or Legistative Counsel: ,L/%

IN THE EXECUTIVE COUNCIL CHAMBER, WINNIPEG

Upon consideration of the foregoing report and recommendation Cot?cil advises that it be done as rccomméngl.

November 9, 1994 ‘ . e
' O

. DR Y TR R R R P e PP Meaa e erarerecreneniarar ey
Date -Pregident.or Presiding-M:zmbcr
!

Approved and Ordered thig? M, day of ... November AD .1994....

C C.. ((//(/k‘ : Cé-z/z.'zg?;-aéx

....................................... L T TR

Liet}tef\ant Governor

PSF 40 — 8940100409
1991



DEPARTMENT OF ENERGY AND MINES
CABINET SUBMISSION

SUBJECT:

Application under the Oil and Gas Act for amendment of Unitization Order No. 13 for East
Routledge Unit No. 1.

BACKGROUND:

The Oil and Natural Gas Conservation Board Unitization Order No. 13 (March 30/72)
established East Routledge Unit No. 1 (“the Unit") and provided for operation of the Unit in
accordance with the Plan for Unit Operation Governing the Unitized Management and Further
Development of East Routledge Unit No. 1 ("the Unit Plan"). Geolock Resources Ltd., the
Unit Operator, has applied under Section 138 of the Oil and Gas Act for an order of the

Minister amending the Unitization Order by revising the definition of "Unitized Strata" in the
Unit Plan.

DISCUSSION:

The current definition of Unitized Strata under the Unit Plan restricts oil production to the
Cherty Zone (Scallion Member), the lowest of four geological members in the Lodgepole
Formation. Geolock has applied to amend the definition of Unitized Strata to include all
members of the Lodgepole Formation.

Geolock has recently recompleted a well in the unit area in the Virden Member of the
Lodgepole Formation. The well is producing 2.2 cubic metres per day and Geolock sees the
potential to recomplete as many as four additional wells. Recompletions have the potential to
increase unit production by up to 70%.

Section 138 of the Act provides for the Minister, with the approval of the Lieutenant Governor
in Council, to make an order amending a unit order to meet changing conditions. Geolock has
received approval for the proposed change in the definition of Unitized Strata from all working
interest owners and royalty owners in the Unit, with the exception of an unidentified royalty
owner. Geolock has applied to the Minister under Section 214 of the Oil and Gas Act for
resolution of the matter of the unidentified royalty owner, who has a 0.3% royalty interest in

the Unit. If the identity of the owner is not determined within 5 years, title to the oil and gas
rights revert to the Crown.

The proposed amendment to the definition of Unitized Strata to include all members of the

Lodgepole Formation will result in cost savings to the Unit owners and a potential increase in
oil recovery.

FINANCTAL IMPLICATIONS:

If the proposed recompletions are successful, additional Crown royalty and freehold production
tax revenue is estimated at $10 000 to $50 000 per year.



COMMUNICATION STRATEGY:

Letter to Geolock as Unit Operator accompanied by the Minister's order amending the
Unitization Order.

RECOMMENDATIONS:

The Minister issue an order under Section 138 of the Ol and Gas Act amending the Unit

Order by revising definition of Unitized Strata under the Unit Plan to include all of the
Lodgepole Formation.

: ORIGINA; -
DONALD wv. ORCHME

Donald W. Orchard
Minister of Energy and Mines

Contact Person:
L. R. Dubreuil - 945-6573
Date: October 19, 1994




MINISTERIAL ORDER
UNIT ORDER NO. 33

Pertaining to the Unit Operation of
East Routledge Unit No. 1

1. Effective December 1, 1994, the Plan for Unit Operation Governing the Unitized
Management Operation and Further Development of East Routledge Unit No. 1 {"the
Unit Plan") dated July 21, 1971 and amended October 5, 1971 is further amended
by revising the definition of "Unitized Strata" in Part | - Interpretation, Definitions
1.02(v) of the Unit Plan to read:

(v} "Unitized Strata"” shall mean the subsurface portion of the Unit
Area commonly known as the Lodgepole Formation and which
is the same Formation encountered between the depths of
1960" and 2113' as indicated on the electric log for the well,

_ E. Routledge Unit No. 1 Prov. 7-11-9-25 (WPM), located at
Lsd. 7 in Section 11, Township 9 North, Range 25, West of
the First Meridian in the Province of Manitoba.

2. This order provides for the continued operation of East Routledge Unit No. 1 in
- accordance with the amended Unit Plan.

3. Unitization Order No. 13 dated March 30, 1972 is hereby rescinded.

s

November 9, 1994

Date Donald W. Orchard
Minister of Energy and Mines



"Manitoba by
pee  October 19, 1994 Memorandum

To .Garry Barnes From . Bob Dubreuil
Acting Deputy Minister . Director
.Petroleum Branch . Petroleum Branch
| -East Routledge Unit No. 1 Telephone . @’%4
Subject . Amendment to Unitization No. 13

Geolock Resources Ltd., the Unit Operator of East Routledge Unit
No. 1 ("the Unit"), has applied under Section 138 of the 0il and
Gas Act ("the Act") to amend the Plan for Unit Operation
Governing the Unitized Management and Further Development of
East Routledge Unit No. 1 ("the Unit Plan"). The company has
also applied under Section 214 of the Act for an order
authorizing continued production on behalf of an unidentified
royalty owner in the Unit,

Fnst|Fom

Recommendation

It is recommended that the Minister issue an order under
Subsection 138 (2} of the Act amending Unitization Order No. 13
to revise the definition of "Unitized Strata" in Part T -
Interpretation, Definitions 1.02 (v) of the Unit Plan to read

{v) "Unitized Strata" shall mean that subsurface portion of the Unit
Area commonly known as the Lodgepole Formation and which is the
same Formation encountered between the depths of 1960’ and 2113’
as indicated on the electric log for the well E. Routledge Unit
No. 1 Prov., 7-11-9-25 (WPM), located at Lsd. 7 in Section 11,
Township 9 North, Range 25, West of the First Meridian in the
Province of Manitoba.

Attached 1s a copy of the proposed Cabinet submission, Order in
Council and Minister's Order.

Discussion

Unitization Order No. 13 (March 30/72) established the Unit and
provided for operation of the Unit in accordance with the Unit
Plan. Geolock has applied to amend the definition of "Unitized
Strata" in the Unit Plan to include all members of the Lodgepole
Formation. The Unitized Strata is currently defined as the
Cherty Zone (Scallion Member) which is the lowest of four
geoclogical members in the Lodgepcle Formation (see Table 1).
Unitized strata for other units in the Virden Field include the
entire Lodgepole Formation. Geological and production data in
numerous areas of the Virden Field indicates the various members

of the Lodgepole are in communication as a result of natural and
induced fractures.

') m
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Geolock recently recompleted a unit well, 5-11-9-25 (WPM), and
established production in the unit area from the Virden Member
of the Lodgepcle Formation. Geolock sees potential to
recomplete as many as four additional wells in this zone.
Recompletions have the potential to increase unit production
from 12 m3/d to 20 m3/d.

Section 138 of the Act provides for the Minister, with the
approval of the LG in C, to make an order amending a unit order
Lo meet changing conditions. Geolock has received approval for
the proposed change in the definition of Unitized Strata from
all working interest owners and royalty owners in the Unit, with
the exception of an unidentified royalty owner.

The unidentified royalty owner, who has a royalty interest in
1.22 ha under a railway right-of-way in 5-12-9-25, is the
subject of an application from Geolock under Section 214 of the
Act for a Minister's order authorizing continued production on
behalf of the unidentified royalty owner. The application
regarding the unidentified royalty owner is incomplete.
Additional information regarding the funds currently held in
trust by Geolock and Samedan (the previous unit operator) and a
title search and opinion on rightful ownership are required.
Public notice is also required under Subsection 214 (2) of the
Act before the Minister can make an order.

The approval of Geolock's application to amend the Unit Plan
will have no effect on the outcome of the unidentified royalty
owner application and vise versa. Therefore it is recommended
that the two applications be dealt with separately.

The proposed amendment to the definition of Unitized Strata to
include all members of the Lodgepole Formation satisfies the
following criteria for unit operation as listed in Section
135(1) of the Act; (a) the amendment will result in more
efficient production and cost savings to Unit owners; (b) the
amendment will result in a potential increase in ultimate
recovery; and (c) the amendment will ensure there are no equity
concerns among unit owners. The proposed Cabinet submission and
OIC are attached. It would be desirable to have the approval of
the LG in C in time to permit the Minister's order amending the
unit order to be effective November 1, 1994.

T.R. Dubreuil, Director
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Table 1: Manitoba geologic column, showing the productive formations

in Manitoba, as well as other areas in the Williston basin.
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Manitoba Regulation 60/72

Being
THE OIL AND NATURAL GAS CONSERVATION BOARD
UNITIZATION ORDER NO. 13
Pertaining to the Unitized Management Operation and Further
Deveiopment of Last Routledee Unit No. |
(Filed April 18, 1972}

Made and passed pursuant to “The Mines Act”, Cap. M160Q, R.S.M., 1970, and amendments
thereto, by The Qil and Natural Gazs Conservation Board of Manitoba.

1. Effective at the hour of seven o’clock in the forenoon, official time, on the fifteenth
day of May, 1972, a certain part of the Routl, Field, to be known as the Unit Area,
shall be operated as a unit in accordance with the or Unit Operation Governing
the Unitized Management Operation and Further Development of East Routledge Unit
Nog. 1, dated Julﬁ 21, 1971, and amended October 5, 1971, andm'kﬁa?fie—

ast Routledge Unit No. 1.

pp—

2. Parts XXII, XXIH, and XXIV, being excerpts from the Plan, and attached hereto, shall
be published in The Manitoha Gazette,

Oil and Natural Gas Unitization Order No. 13,
made and passed this 30th day of March,
A.D., 1972, at the City of Winnipeg, in
the Province of Manitoba, by The Oil and
Natural Gas Conservation Board.

Approved:

“Leonard §. Evans" “W. Winston Mair"

Leonard S. Evans, W. Winston Mair,

Acting Minister of Mines, Resources and Chairman,

Environmental Management. The Oil and Natural Gas Conservation Board,
“J.8. Roper” “M.J. Gobert™

4.8. Roper, M.J. Gobert,

Deputy Chairman, Member,

The Qil and Natural Gas Conservation Board.  The Oil and Natural Gas Conservation Board.

Publication of the Plan attached to Unitization Order No, 13 is dispensed
With by Order in Council No. 384172,

Primted by A.S. Evars — Queen’s Printer for the Province of Manitoba
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THE MANITOBA GAZETTE

PART XXII
THE LANDS IN THE PROVINCE OF MANITOBA WHICH COMPRISE
THE EAST ROUTLEDGE UNIT NO. 1 ARE AS FOLLOWS:

April 28, 19"?'

n

R RE——E = SRR s Sl i s PR L

e

Tract Number Legal Description Tract Number Legal Description
Township ? Range 25 WPM Township 9 Range 25 WPM
1-10 LSD. 1, Section 10 1411 LSD. 14, Section 11
8-10 LSD. 8, Section10 15—11 LSD. 15, Section 11
210 ISD. 9, Section 10 5—12 LSD. 5, Section 12
211 1SD. 2,Section 1l 5—13 LSD. b5, Section 13
11 LSD. 3,Sectionll 1-14 LSD. 1, Sérction 14
411 LSD. 4, Section11 2—-14 LSD. 2, Section 14
5—11 LSD. 5, Section 1l 314 LSD. 3, Section 14
6—11 LSD. 6, Section 11 6—14 1SD. 6, Section 14
711 LSD. 1, Sectionll 14 LSD. 7, Section 14
811 LSD. 8, Section1l 8—14 LSD. 8, Section 14
1011 LSD. 10, Section 11 9—14 LSD. 9, Section 14
11-11 LSD. 11, Section 11 1014 LSD. 10, Section 14
12-11 LSD. 12, Section 11 11-14 LSD. 11, Section 14
13—11 LSD. 13, Section 11
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Vel. 101, No. 17 THE MANITOBA GAZETTE April 29, 19{" o
PART XXIV

Tract Participation Fract Participation

Tract Number Interim Final Trac} Number Interim Final
1—10 4.74458 4.22753 14—11 1.02484 0.60393
8—10 2.87217 3.567419 15—11 7.3014% 9.42445
210 3.49776 2.19813 5—12 2195685 1.83004
2-11 0.74068 0.50345 513 3.13178 2.37288
311 291362 2.07245 1-14 267472 2.13603
4—11 3.95482 3.40836 2-14 4.81221 4.26967
511 4.44951 369730 314 3.41431 4.13644
6—-11 5.17710 4,61867 614 3.82719 3.85203
711 4. 65950 463441 714 4.37642 5.02515
811 3.92591 4.26913 8—14 8.48123 10.31383
1011 0.53833 0.60194 14 6.05140 6.18710
11-11 1.74588 1.65497 1014 6.89570 7.90708
12-11 1.60080 1.69075 11-14 J ./,\ 4.80294 4.93059
1311 0.18926 0.16950 / N 100.00000 100.00600
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Manitoba 3

Energy and Mines Petroleumn 555-330 Graham Avenue
Winnipeg MB R3C 4E3
CANADA

PH: (204) 945-6577
Fax: (204) 945-0586

September 7, 1994

Mr. Lachlan J. McLeod
Geolock Resources Ltd.
Suite 400, McFarlane Tower
700 - 4th Avenue SW
Calgary AB T2P 3J4

Dear Mr. Mcleod:

Re: East Routledge Unit No. 1 - Amendment to Unitization Order

The Branch has reviewed Geolock’'s plans to vertically enlarge
East Routledge Unit No. 1 by revising the definition of "Unitized
Strata". The problem of the "Unknown Interest", which has just
been brought to our attention, should be resolved as soon as
possible. Therefore it is suggested that joint application under
Section 138 and 214 of the 0il and Gas Act ("the Act") be made as
follows:

- Section 138 to amend Unitization Order No. 13 and the
Plan for Unit Operation Governing the Unitized
Management Operation and Further Development of East
Routledge Unit No. 1.

- Section 214 for an order authorizing on behalf of the
unknown royalty interest, the continued operation of
the Unit.

An application under Section 138 of the Act to the Minister to
amend Unitization Order No. 13 must include the reasons for the
proposed amendment and should address the conditions included in
Clause 138 (1) (a) or (b) and Clause 135 (1) (a) or (b}). A copy of
the signed letter of approval or mail ballot from all royalty and
working interest owners must be included with the application.
Under Subsection 138(2), the amendment to the unitization order
must be approved by the Lieutenant Governor in Council. 1In
accordance with Section 132 of the Act, an amendment to the
unitization order would come into force on the first day of the
month following the month in which the amendment is registered by
the Petroleum Registrar.



An application under Section 214 of the Act to the Minister for
an order authorizing continued production on behalf of the
unidentified or missing royalty owner should address the
following questions:

(1) Did Samedan establish a trust account for the revenues
that accrued from January 1, 1986 until CGeolock became
operator of the Unit in May, 1990? If so did Geolock
become the new holder of the trust in 19907

(2} How much money is currently in trust? How is this
share calculated on a monthly basis?

{3) What has Geolock done to attempt to resolve the
ownership issue and find the true owner?

You are advised that under subsection 214(3) any monies held in
trust or accumulating as a result of future production relating
to the unknown interest are to be paid to the Minister of Finance
to be held in trust.

The Branch will publish notice of the joint application as
required by Subsection 214 (2) of the Act.

If you have any questions please contact John N. Fox, Chief
Petroleum Engineer or the undersigned at (204) 945-6574 or
945-6573, respectively.

Yours truly,

7 S/,

L.R. Dubreuil
Director

c¢c: Brad Thiessen
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GEOLOCK

RESOURCES LTD.

INVESTMENTS IN HYDROCARBON
EXPLORATION AND FRODUCTION

August 19, 1994

Manitoba Energy and Mines
Petroleum

555 - 330 Graham Avenue
Winnipeg, Manitoba

R3C 4E3
Attention: Mr. John N. Fox

Chief Petroleum Engineer
Dear Sir:

Re: Unknown royalty interest
East Routledge Unit #1

Enclosed are documents relative to the ownership of what we refer
to as the "Unknown Interest".

This interest was originally thought to belong to the CNR and they
were paid for it by Samedan from the inception of the Unit.
Subsequently, the CNR informed Samedan that they did not own the
interest and to cease payments to them. They also indicated that
they would not return any funds paid to them over the years.

As explained in the title search, the ownership of this interest is
still unresolved. Since Geolock has been operating the Unit, we
have kept track of the funds accruing to this Unknown Interest and
they are available to the owner if or when they come forward.

We would welcome any suggestions you may have for resolving this
situation.

I will forward the signed consent forms and the mail ballot result
on the proposed expansion of the Unitized Strata as soon as we
receive them.

If you have any gquestions on this matter or require any further
documentation, I can be contacted at 265-7370.

Yours very truly

Joutl L)

Lachlan J. MclLeod
Encl.

Suite 480, McFarlane Tower, 700 - 4th Avenue S.W., Calgary, Alberta T2P 3J4 ¢ Phone (403) 265-7370
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CN Exploration inc. i e
1300, 530 - Bth Avenve SW. | LANDDREPT. |
Calgary, Alberta ’

T2P 358
(403) 237-5900

September 26, 1986

Mr. Brian Murray

Samedan 0il of Canada Inc.
1505, 505 - 3rd Street S.W.,
CALGARY, alberta

T2P 3E6

Dear Mr. Murray:

Re: Petroleum and Natural Gas Lease
LSD 5-12-9-25 WPM
East Routledge Unit #1, Manitoba
CN File: 11360

Pursuant to our telephone conversation of today's date, and in
response to your Mr. Wayne Hitt's letter of September 18, 1986, this is to
advise that after a review of the provisions of the subject lease and unit
agreement, we find that our liability for loss of title only extends back
to January 1, 1986. We refer you to Clause 19(b) of the lease, and Clauses
12.01 and 13.01 of the unit agreement. As title failure was finally
determined in January, 1986, it is deemed to be effective January 1, 1986.
Since we returned the only royalty cheque we received subsequent to this
date, it is our position that we have satisfied our obligation under the
terms of these agreements.

We trust this will meet with your satisfaction, and we apologize again
for the inconvenience to you created by this situation.

Yours truly,

CN EXPLORATION INC.
Susan L. Custock
Title Analyst

SLC:ebg

A Caorporate Agent of CNRC and CN Transactions Inc. under managemenl agraamenis.
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CN Exploration Inc,

1300, 530 - 8th Avenue S.

Calgary, Alberta
T2P 358

{403) 237-5900

January 7,

RICTILIDBY

1986

Samedan Qil of Canada, Inc.
1505, 505 ~ 3rd Street S.W.,
CALGARY, Alberta

T2P 3E6

Dear Sirts:

Re: East Routledge Unit Ko. 1
Tract 5-12 - Ptn LSD 5-12-9-25 WPM (3.02 acres)
Your File: 55-3-157
CN File: 11360

We have recently had an opportunity to examine the document which
transferred the captioned lands to the Railway, and find that we have no
valid entitlement to the mines and minerals thereunder. As the Railway was
subject at the time of transfer to the Railway Act of Canada, it was
precluded by Section 136 of said Act from acquiring mines and minerals
without the express conveyance of same. The transfer in question
containing no such specific conveyance, it is apparent that the Railway was
erroneously registered as owner of mineral rights. According to common
precedent, it seems likely that mines and minerals should have remained in
the names of the two individuals who transferred the surface rights to the
Railway.

As we are mnot entitled to mineral rights, we have no authority to
lease same, or to collect revenue from production. We therefore request
that royalty payments to wus cease immediately, and that you as unit
operator provide us with a cumulative total of payments to date in order
that we may reimburse you.

Enclosed, for your information, is a copy of Deed No. 63867.

We regret we can be of no further assistance, and that we can no
longer maintain our working relationship in this regard.

Yours truly,

CN EXPLORATION IKC.

H (osock

Susan L. Custock
Title Analyst

Encl.
cc: Wayne Wilson, CN Exploration Inc.
A Corporale Agent ol CNRC and CN Transactions Inc. under managemen! agreemenis.
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July 29, 1986

Samedan 0il of Canada, Inc.
1505, 505 - 8th Street S. W.
Calgary, Alberta

ATTENTION: Mr. Brian Murray

Dear Sirs:

Re: SW1/4 Section 12-9-25-WPM

We apologize for the delay of our agents in preparing an opinion
regarding the ownership of all mineral rights in the Southwest
Quarter of Section 12-9-25-WPM. 1In this regard, we enclose for
your review a copy of the opinion of Messrs. Aikens, MacAulay &
Thorvaldson relating to such ownership.

We do not entirely agree with the opinion of our agents as it
pertains to ownership of the mineral interest underlying the
railway right-of-way. From our review of their opinion, we have,
however, ascertained that there does not appear to be any
legislation or case law in Manitoba which would make the law in
Manitoba any different than the law in Alberta as it pertains to
mineral ownership underlying railway rights-of way.

At the present time, the law in Alberta is unclear as to who is
who is entitled to such a mineral interest. In Alberta, there are
two lines of cases that have considered this issue. One line of
cases suggests that the person (or his estate) who sold the
right-of-way land to the Railway and then sold the entire mineral
interest in the land excepting out the railway right-of-way is the
person who is entitled to the mineral interest underlying the
right-of-way. The other line of cases holds that the person (or a

ced/2
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Successor in interest) who bought the entire mineral interest isg
the person entitled to such interest. Recently the Alberta Court
of Queen's Bench decided a case regarding this issue in favour of
the purchaser of the mineral interest. This case has been
appealed to the Court of Appeal where it is hoped that this

resolved. Because the law is not conclusive in Alberta and is
most likely not conclusive in Manitoba, we are reluctant to have
you rely upon the opinion of our agents.

Under the Circumstances, we recommend that you set aside a
pro-rata share of production revenues based on a working interest
ownership basis of 6/160 (right-of-way acreage/quarter-section
acreage) and deposit this sum in trust with a chartered bank.
This sum should be calculated as of the date Samedan began
receiving revenue from these lands. We further recommend that

um ld remain in the bank until suc Eime as a Court o
eal has ultimately dec i i ~of-wa
W i ti uch ti i wnership of this

interest resolves itself.

With respect to any royalty monies mistakenly paid to CN, we
recommend that you request repayment of such monies by CN. 1In
addition, you may wish to request interest on those monies.

After you have had an opportunity to review this letter and the
opinion of our agents, please contact the writer at your
convenience to discuss this complicated issue in more detail.

Yours very truly,

ATKINSON McMAHON
Per:

R. Charles Allen

RCA/vh
Enclosures
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Atkinson, McMahon _
Barristers and Solicitors
1900 First Canadian Centre
350 - 7th Avenue S. W. JUL1 47985
Calgary, Alberta
T2P 3N9

Attention: R. Charles Allen

Dear Sirs:

Re: Samedan 0il and Gas Canada, inc.
Historical Search -- SWi 12-9-25 WPM
vour File No. 80-2986/JBM

I refer to my letter of July 4, 1986.

T will set forth hereunder my conclusions with respect
to the mineral ownership in this Swi.

T will distinguish between the mineral ownership in
the portion of the SWi which was transferred to The Canadian Northern
Railway Company in 1906 for railway right-of-way and the mineral
ownership in the balance of the SWi.

The Grant from the Crown only reserved "the free use
passage and enjoyment of, in, over and upon all navigable waters".
The minerals, therefore, insofar as petroleum and natural gas, passed
to the homesteader who was Edwin Speck. I am attaching a photocopy
of this Grant.

There were no transactions of any significance inso-
far as mines and minerals are concerned with respect of this quarter
section down to deed 63867 registered on November 23rd, 1908 from
John R. Scott to The Canadian Northern Railway Company. I believe
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Mr. R. Charles Allen
Page Two
July 9, 1986

You have a copy of this deed in your records. T conclude that

John R. Scott, the grantor, was the owner of the mines and minerals
in the six acres being transferred to The Canadian Northern Railway
Company which transfer did not include a specific reference to the
mines and minerals. Based upon the 195§ Supreme Court decision, with
respect to Section 198 of The Railway Act, since the minerals were
not "“expressly purchased"” they were therefore deemed to be excepted
from the conveyance from Scott to The Canadian Northern Railway
Company.

You will note in the copy of this deed 63867, in
addition to being signed by "John R. Scott" it is also signed by
"Harry W. Testar". This is due to the fact that Testar had sold
the gquarter section to Scott by Agreement for Sale dated the 24th

sale was not registered until the 10th of March, 1909, while the
deed from Scott to the Railway Company was registered on the 23rd
©f November, 1908. Accordingly, presumably, out of an abundance
Of caution and in order to show the chain of title the deed to the
Railway Company was also signed by Testar.

By deed dated the 9th of May, 1925, and registered
as No. 010121 on July 31, 1925 John R. Scott transferred to George
Scott the sSwW} of Section 12 in Township 9 Range 25W of the Principal
Meridian. 1 an attaching a photocopy of this deed. You will note
that there is no exception thereout of the portion of the quarter

Railway Company. This wasg obviously an error. It is interesting to
note that on the front of the deed there is a memo with the initials
of the Notary Public who drew the deed to the effect that "title not
searched". It would appear that the Notary Public merely drew the
deed for the complete quarter section without the benefit of a search
which, of course, would have revealed that in 1909 six acres of the
quarter section had already been transferred out.

The significance of the above failure to except the
Six acres earlier transferred out to the Railway Company was that the
mines and mineralg under the six acres of railway right-of-way, which
did not pass to the Railway Company, would remain with John Scott ang
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would be included in the transfer of 1925 to George Scott.

It seems to me that regardless of whether the
rationale of the Moir case of Mr. Justice Maybank in Manitoba,
in 1961, or the rationale of Mr. Justice McBains] decision in
Alberta, in 1985 is applied the result is the same. If I under-
stand Mr. Justice Maybank's decision correctly he was saying that in
a similar situation the minerals remained with the transferor due
to the provisions of The Railway Act and he then further concluded
that the minerals would not be picked up in a subsequent transfer
by the transferor because the transferor excepted in that transfer
that portion which was transferred to the Railway Company and,
accordingly, they would remain with the balance of the interest
of the transferor. In this particular situation of the SW} of
Section 12 the transfer out by the transferor after he had made
an earlier transfer to the Railway Company had no exception so,
accordingly, all of the tranferor's interest which would include
the mineral interest under the railway right-of-way would pass to
the transferee, George Scott. If we applied Mr. Justice McBains'
conclusion we would come to the same result.

My conclusion, therefore, is that the mines and
minerals in this SW} including the mines and minerals in the portion
of the SW} that was transferred to the Railway Company were owned
by George Scott in 1925, and it is necessary to trace the mineral
conveyance from that time onwards.

On the 11th of March, 1949 by deed 112998, George
Scott transferred the S% of Section 12 "excepting thereout that
portion taken for railway right-of-way by Canadian National Railway"
to John Henry Sawatsky. I am enclosing a photocopy of deed 112998.

I caonclude from the above 1949 deed that the mineral
interest for the S} of Section 12 except that portion taken for the
railway right-of-way passed to John Henry Sawatsky. I conclude that
the exception in this transfer with respect to the railway right-of-
way resulted in the minerals under that right-of-way remaining in
the name of George Scott.

From this point in 1949 onwards the ownership of
minerals in the portion of SW} of Section 12 under the railway
right~of-way differs from the ownership of these minerals under
the balance of this gquarter section.
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Mr. R. Charles Allen
Page Four
July 9, 1986

I can. find no evidence of Georyge Scott having
transferred the minerals under the railway right-of-way to any
other party, and I conclude that the minerals under the railway
right-of-way in the SWi of Section 12 remained in the name of
George Scott. I don't know whether George Scott is alive at the
present time and I could find no evidence of any Grant of Probate
having issued in this name.

With respect to the minerals under the balance of
the SW} of Section 12 these I conclude in 1949 were owned by John
Henry Sawatsky.

In 1951, Sawatsky leased these minerals to Prospect
Exploration. 1In 1960, Prospect Exploration surrendered this lease
which was No. 116732.

In May of 1952, Sawatsky,by deed registered as
No. 120322, . granted and conveyed to Prairie Leaseholds Ltd.
an undivided one-half interest in all mines and minerals within,
upon or under the 5% of Section 12 "excepting thereout that portion
taken for the right-of-way of Canadian National Railway". He also
gave an undivided one-half interest in the existing petroleum and
natural gas lease with respect to these lands. I am attaching a
copy of this deed 120322..

In addition, by the same document, Mr. Sawatsky
granted an option to Prairie Leaseholds Ltd. to lease the petroleum
and natural gas under the balance of the undivided one-half interest.

This option to lease was taken up in 1964 and John
Henry Sawatsky granted a petroleum and natural gas lease to Prairie
Leaseholds Ltd. with respect to his undivided one-half interest in
petroleum and natural gas in these lands except for the railway
right-of-way. I am attaching a copy of this lease 137057.

By deed 140053, on August 30th, 1967, Prairie
Leaseholds Ltd. transferred its undivided one~half interest in
mines and minerals to Canadian Fina 0il Ltd. I am attaching a copy
of deed 140053.

On August 30th, 1967 by deed 140055 Prairie Leaseholds
Ltd. assigned its undivided one-half interest in petroleum and natural
gas which it held under deed 137057 to Canadian Fina Qil Ltd. I
am attaching a copy of deed 140055.
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The mineral interest of John Henry Sawatsky in the
S3 of Section 12 which is above referred to was old system. It
was brought under The Real Property Act in 1976 and Certificate of
Title 132423 issued in the name of John Henry Sawatsky with respect
to an undivided one-~half interest in all mines and minerals under
this half Section. There was an exception of the right-of-way owned
by Canadian National Railways. This mineral title for John Henry
Sawatsky indicated lease 137057 of 1964 which is above referred to
wherein John Henry Sawatsky leased his undivided one-half interest
in petroleum and natural gas to Prairie Leaseholds Ltd. This lease
of Prairie Leaseholds was assigned in 1967 to Canadian Fina Oil Ltd.
and assignment 140055 is recorded on this title.

There also appears on this title an assignment by
Agrola 0il and Land Development Ltd. 140821 of September 17th, 1968.
From my searches, I can't see how this party comes into the transaction
and I am making further inquiries. There is also filed as Instrument
No. 142862 a Plan for unit operation filed by Samedan 0il in 1972.
I am attaching a copy of this title 132423.

In summary of the above, my opinion as to the
ownership of mines and minerals of the SW} of Section 12 is as
follows:

1. Mines and minerals under the six acres of this quarter
section taken for railway right-of-way are owned by George Scott.

2. Mines and minerals under the balance of this quarter
section are owned as follows:

a) An undivided one-half interest is owned by John
Sawatsky subject to a lease to Prairie Leaseholds
Ltd. which has been assigned to Canadian Fina 0Oil
Limited.

b) An undivided one-half interest is owned by
Canadian Fina 0il Limited.

As indicated above, there is an assignment
recorded on title in favour of the Royal Bank of Canada registered
the 5th of November, 1968 as 140821 from Agrola 0Oil and Land Development
Ltd.. This is an assignment with respect to security given under
Section 82 of The Bank Act. There is nothing on title to show how
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Agrola obtained its interest in this quarter section but this
assignment 140821 refers therein to an operating agreement of March
15th, 1967 made between Samedan 0il, Gringo Oils Ltd. and Agrola.

It also refers to a Letter of Agreement dated September 19th, 1967
between Samedan, Gringo 0ils Ltd. and Agrola. It may be under these
documents that Agrola obtained its interest.

Also, as indicated above, there is the plan for unit
operation registered as 142862 on May 15th, 1972 by Samedan 0il.
It refers to Legal Subdivision 5.

There are also recorded in the abstract two assignments,
145259 registered February 15th, 1977, and 145455 registered July 27th
1977 by Bueno Oils Ltd. to the Royal Bank of Canada . They both
relate to part of Legal Subdivision 5. I have difficulty seeing
from the title or the abstract how Bueno Oils Ltd. comes into the
picture but I bring this to your attention as it is recorded in the
abstract with respect to this SwWi.

r

I am making further inquiries with respect to these
assignments to Bueno 0ils Ltd. and also the earlier referred to
assignment by Agrola 0il, My opinion as to the ownership is
as above subject to further inguiries on these later items.

Yours truly,

ATIKINS, MacAULAY & THORVALDSON

Per:
EBM/pb

Encls.



GEOLOCK -UNKNOWN
9715794

/f}c,. AL

TRANSACTION REPORT

17 1/90 Through 9715/94

S T0TAL

Date Num pescription Memo Category clr Amount
BALANCE 12/31/89 0.00

54, /1/ 191 OPENING BALANCE [UNKNROMWN] -134.36
‘D 131/ UNKNOWN INTEREST ROYALTY INTERE ROYALTY:ERU/9101 -12.34
3/30/N UNKNOWN INTEREST  ROYALTY INTERE ROYALTY :ERU/9102 -8.58
429/ UNKNOWN INTEREST  ROYALTY INTERE ROYALTY :ERU/9103 -10.13
5/31/91 UNKNOWN INTEREST  ROYALTY INTERE ROYALTY :ERU/9104 -10.27
6/29/91 UNKNOWN INTEREST  ROYALTY INTERE ROYALTY sERU/9105 -10.68
7/30/91 UNKNOWN INTEREST ROYALTY INTERE ROYALTY :ERU/H106 -10.20
8730/ UNKNOWN INTEREST  ROYALTY INTERE ROYALTY :ERU/9107 -11.94
107 1/91 UNKNOWN TNTEREST  ROYALTY INTERE ROYALTY :ERU/9108 -12.23
10/28/91 UNKNOWN INTEREST ROYALTY INTERE ROYALTY2ERU/$109 =11.45
11730/ UNKNOWN INTEREST ROYALTY INTERE ROYALTY :ERU/9110 -11.72
12/31/91 UNKNOWN INTEREST ROYALTY IRTERE ROYALTY:ERU/91T1 -10.95
1/31/92 UNKNOWN INTEREST RQTALTY INTERE ROYALTY:ERU/$112 -9.37
2/28/92 UNKNOWN INTEREST ROYALTY [NTERE ROYALTY :ERU/9201 ~7.86
3/ 9/92 RECEIVER GENERAL OF TAX DEDUCTIONS {CHEQUING] 19202 125.93
3/31/92 UNKNOWN [NTEREST ROYALTY INTERE ROYALTY:ERUI9202 -8.09
4730792 UNKNOWN INTEREST ROYALTY [NTERE ROYALTY:ERU/9203 -8.58
5/30/92 UNKNOWN INTEREST  ROYALTY INTERE ROYALTY :ERU/ 5204 =10.22
6/30/92 UNKNOWN [NTEREST ROYALTY INTERE ROYALTY:ERU/9205 -9.85
7/31/92 UNKNOWN INTEREST ROYALTY INTERE ROYALTY:ERU/9206 -10.66
8/726/92 UNKNOWK INTEREST ROYALTY INTERE ROYALTY tERU/9207 -11.25
9/30/92 UNKNOWN IRTEREST ROYALTY INTERE ROYALTY:ZERL/9208 -10.74
10/28/92 UNKNOWN INTEREST ROYALTY INTERE ROYALTY:ERU/9209 -11.65
11/30/92 UNKNOWK INTEREST  ROYALTY INTERE ROYALTY :ERU/5210 -10.62
12/28/92 S UNKNOWN INTEREST  ROVALTY INTERE --SPLIT-* -10.16
1/26/93 UNKNOWN INTEREST ROYALTY INTERE ROYALTY:ERU/9212 -9.54
2/26/93 UNKNOWK INTEREST ROYALTY INTERE ROYALTY :ERU/9301 -9.64
3/26/93 UNKNOWN INTEREST ROYALTY INTERE ROYALTY;ERU/9302 -8.33
4727793 UNKNOWN INTEREST ROYALTY INTERE ROYALTY :ERU/9303 -9.63
5/26/93 UNKNOWN INTEREST ROYALTY INTERE ROYALTY :ERU/9304 -9.95
6/30/93 UNKNOWN INTEREST ROYALTY INTERE ROYALTY :ERU/9305 -10.35
7/29/93 § UNKNOWN INTEREST ROYALTY LNTERE «=SPLIT-~ -5.57
B8/26/93 UNKNOWN [NTEREST ROYALTY INTERE ROYALTY :ERU/9307 -8.82
9/27/93 UNKNOWK INTEREST ROYALTY INTERE ROYALTY :ERU/9308 -9.50
10/28/93 UNXNOWN INTEREST ROYALTY [NTERE ROYALTY :ERU/9309 -8.76
11/26/93 UNKNOWN INTEREST ROYALTY INTERE ROYALTY:ERU/9310 -9.54
12/31/93 UNKNCWK INTEREST ROYALTY INTERE ROYALTY:ERU/9311 -8.00
1/31/94 S UNKNOWM TKTEREST ROYALTY INTERE --8PL1T-- -6.39
2/18/9% RECEIVER GENERAL OF TAX DUE RE T-5 [CHEQUING] /9402 115.35
2/28/%% § UNKNOWN INTEREST ROYALTY INTERE --SPLIT-- -6.40
3/30/94 S UNKNOWN [NTEREST  ROVALTY INTERE --SPLIT-- .5.67
&7 26/9% § IUNKNOWN INTEREST ROYALTY INTERE --SPLIT-- -6.48
5/28/94 ) § UNKNOWN INTEREST ROYALTY INTERE -=SPLIT-~ -7.34
6/29/9% UNKNOWN INTEREST ROYALTY INTERE ROYALTY :ERU/9405 -9.06
7/29/%% S UNKNOWN INTEREST ROYALTY INTERE -=SPLIT-~- -9 468
8/29/94 § UHKNOWN [NTEREST ROYALTY INTERE -=SPLIT-~ -9.48
TOTAL 1/ 1/90 - 9715/94 -301.77

TOTAL INFLOWS 241.28

TOTAL QUTFLOMS -543.05

-301.77

Page 1



GEOLOCK

RESOURCES LTD.

INVESTMENTS IN HYDROCARBON
EXPLORATION AND PRODUCTION

TO: All Working Interest Owners
East Routledge Unit #1

DATE: August 17, 1994

RE: EAST ROUTLEDGE UNIT #1

Mail Ballot 2-94

Approval of proposed inclusion of
Lodgepole Formation with existing
Cherty Zone as "Unitized Strata"

Enclosed is Mail Ballot 2-94 requesting your approval for the
expansion of the "Unitized Strata" in E.R.U.#1 to include the
Lodgepole Formation. As discussed in earlier correspondence, (copies
attached) inclusion of the Lodgepole Formation in the Unit will
benefit all working interest owners. Inclusion will reduce
royalties on incremental uphole production such as 5-11 (presently
non-unit), allow us to easily comingle the Cherty and Lodgepole and
should greatly simplify Government reporting.

This mail ballot is required to formalize your previously indicated
support of this resolution.

In accordance with clause 6.01 of the Plan of Unit Operation,
please complete and return one copy of the Mail Ballot to this
office.

Yours very truly

Sy ) g
Pl )il

Lachlan J. McLeod

Buite 480, McFarlane Tower, 700 - 4th Avenue S.W., Calgary, Alberta T2P 3J4 + Phone (403) 285-7370




EAST ROUTLEDGE UNIT NG. 1

August 17, 1994

MAIL BALLOT NO. 2-94

BUBJECT: Proposed amending of the definition of
"Unitized Strata" to include the Lodgepole as
a unitized zone in East Routledge Unit #1.

DISCUSSION: Explained in covering documents.

BALLOT DATE:
BALLOT DUE DATE:
AUTHORITY:

MOTION:

APPROVED:
OPPOBED:
ABSTAINED:
COMPANY:
REPRESENTATIVE:

DATE:

DATE MAILED TO W.I.O.'s:

RETURN MAIL BALLOT TO:

August 17, 1994

September 2, 1994

Clause 5.08 of the Unit Plan of Operation

BE IT RESOLVED THAT:

The definition of

Lodgepole

"Unitized Strataon page
three of the Plan for Unit Operation of East
Routledge Unit #1 be modified to include the

Formation

original Cherty Zone.

addition

to the

GEOLOCK RESQURCES LTD.

August 17, 1994

GEOLOCK RESOURCES LTD.

CALGARY, ALBERTA

T2P 3J4

ATTENTION:

LACHLAN MCLEOD
FAX No. (403) 269-5278



GEOLOCK

RESOURCES LTD.

INVESTMENTS IN HYDROCARBON
EXPLORATION AND PRODUCTION

March 21, 1994

TO: WORKING INTEREST AND ROYALTY OWNERS
EAST ROUTLEDGE UNIT #1

As you are all aware, the subject Unit was formed on July 21, 1971,
when the Cherty Zone of the Lodgepole Formation (Mississippian in
age) was unitized in an attempt to maximize o0il recovery by
waterflooding the unitized zone. The project has been successful.
0il production to date has totalled 3 million barrels, or 32.9 % of
the original estimates of oil in place.

This Unit 1is now nearing the end of its economic 1life, with
production averaging 92 barrels of oil and 1820 barrels of water
per day. The dramatic drop in the price received for each barrel
of oil, if not reversed, will undoubtedly hasten the economic
demise of the project.

In an attempt to maintain the viability of the Unit through
increased production, we have conducted a geologic review of the
field to determine whether or not additional zones above the Cherty
Zone could be perforated in existing well bores. As a result of
this study, the Sandhills and Oolitic Zones were perforated in the
5-11-9-25 WPM Unit well resulting in a production of 15 barrels of
oil and 500 barrels of water per day.

It is evident, in view of the large volumes of water produced, that
the waterflood has affected the entire Lodgepole Formation through
an extensive natural fracture system. It is also evident, as a
result of the 5-11 experience, that the drilling of new wells by
leasehold working interest owners in an effort to produce oil from
non-unitized zones would be completely uneconomic.

Our studies indicate that there are at least two, and possibly
four, additional Unit wells that, if perforated in the upper zones
and production processed through existing Unit facilities, could
add a total of 40 to 60 barrels of oil per day at a total estimated
cost of less than $100,000, thus extending Unit life. It is our

intention, as Unit operator, to recommend this work to the Unit
working interest owners.

Conversations with the Petroleum branch of Manitoba Energy and
Mines indicate that the East Routledge Unit is the only secondary
Unit in the Province that restricted the unitized substances to
those contained within less than the entire Lodgepole Formation.
They have further indicated that they would look with favour on an

Suite 480, McFarlane Tower, 700 - 4th Avenue S.W., Calgary, Alberta T2F 3J4 ¢ Phone (403) 265-7370
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application to The 0il and Natural Gas Conservation Board to amend
the Unit Plans definition of "Unitized Strata" to include all
members of the Lodgepole Formation. Following such an amendment,
there would be no need to distinguish between production from these
zones. The interests held by Unit working interest and royalty
owners would remain the same, the recommended workovers could be
undertaken and, if successful, the economic life of the Unit would
be extended.

In order for this desired amendment to the Unit Plan to be
submitted to the Lieutenant Governor in Council for approval, we
require the support of 100% of the working interest and royalty
owners in the Unit. To that end, we ask that you read the
"Proposed Amendment to the Unit Plan for the East Routledge Unit"
detailed below and if you are in agreement with it, please indicate
your approval by signing one copy of this letter and returning it
in the stamped, addressed envelope attached hereto.

For your information, we have enclosed a copy of page 3 of the Plan
for Unit Operation of the East Routledge Unit No. 1 dated July 21,
1971. This is a portion of Part I, Interpretation, Definition,
1:02 (v), "Unitized Strata".

We request your approval to amend this definition of "Unitized
Strata" to read as follows:

(v) "Unitized Strata" shall mean that subsurface portion of
the Unit Area commonly known as the Lodgepole Formation
and which is the same Formation encountered between the
depths of 1960' and 2113' as indicated on the electric
log in Samedan's West Routledge Prov. 7-11-9-25 located
at Lsd. 7 in Section 11, Township 9 North, Range 25, West
of the First Meridian in the Province of Manitoba.

As operator of the Unit we solicit your favourable response and
very much appreciate your assistance in this matter. Please call

us collect at AC: 403-265-7370 if you require further information
or if you have any gquestions,

Yours VTTY truly

- e
S e WA vel
Geor J.' McLeod
Agreed To and Approved

this day of | , 1994,

Working Interest Owner
By
Title




"Unit Facilities"

"Unit Operated Wells"

"Unit Operator"”

"Unitized Strata"

"Unitized Substances"

"We1ll"

(s)

(t)

(u)

(v)

(w)

(x)

and describe in Part XXII hereof and included within
the boundaries of the solid black outline on the map
shown in Part XXTII hereof, insofar as these landg
relate to the Unitized Strata.

"Unit Pacilities" means all tangible property of
every kind, nature and description (excepting Unit-
1zed Substances, Unit Operated Wells, rental equip-
ment and Unit Operator's exclusively owned equipment )
in the possession of Unit Operator hereunder acquired
from a Working Interest Owner pursuant to the pro-
visions of Part X hereof, together with all facilities
and eguipment purchased, constructed or acquired by
Unit Operator pursuant hereto;

"Unit Operated Wells" means all wells (including wells
drilled for the production of Unitized Substances,
wells drilled for the Purpose of producing water only,
wells drilled for the purpose of water disposal and
wells drilled for the purpose of pressure maintenance
operations or secondary recovery operations) in the

Possession of Unit Operator hereunder, whether ac-

quired from a Working Interest Owner or drilled by
Unit Operator pursuant to the terms hereof, but ex-
cluding 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" shall mean that subsurface portion
of the Unit Area commonly known as the Cherty Zone
and which is the same formation encountered between
the depths of 2083 feet and 2113 feet as indicated
on the electric log in Samedan's West Routledge Prov.
7-11-9-25 located at LSD 7 in Section 11, Township

9 North, Range 25, West of Lhe First Meridian, in
the Province of Manitoba.

"Unitized Substances'means the 0il and Gas that are
within or are produced from the Unitized Strata;

"Well" means any well within the Unit Area which hasg
been drilled either prior to or after the effective
date of the Unit which is deemed necessary by the
Operators Committee to effectively perform secondary
recovery,



GEOLOCK

RESOURCES LTD.

INVESTMENTS IN HYDROCARBON
EXPLORATION AND PRODUCTION

March 21, 1994

TO: WORKING INTEREST AND ROYALTY OWNERS
EAST ROUTLEDGE UNIT #1

As you are all aware, the subject Unit was formed on July 21, 1971,
when the Cherty Zone of the Lodgepole Formation (Mississippian in
age) was unitized in an attempt to maximize oil recovery by
waterflooding the unitized zone. The project has been successful.
0il production to date has totalled 3 million barrels, or 32.9 % of

the original estimates of oil in place.

This Unit is now nearing the end of its economic life, with
production averaging 92 barrels of oil and 1820 barrels of water
per day. The dramatic drop in the price received for each barrel
of oil, if not reversed, will undoubtedly hasten the economic

demise of the project.

In an attempt to maintain the viability of the Unit through
increased production, we have conducted a geologic review of the
field to determine whether or not additional zones above the Cherty
Zone could be perforated in existing well bores. As a result of
this study, the Sandhills and Oolitic Zones were perforated in the
5-11-9-25 WPM Unit well resulting in a production of 15 barrels of
cil and 500 barrels of water per day.

It is evident, in view of the large volumes of water produced, that
the waterflood has affected the entire Lodgepole Formation through
an extensive natural fracture system. It is also evident, as a
result of the 5-11 experience, that the drilling of new wells by
leasehold working interest owners in an effort to produce oil from
non-unitized zones would be completely uneconomic.

our studies indicate that there are at least two, and possibly
four, additional Unit wells that, if perforated in the upper zones
and production processed through existing Unit facilities, could
add a total of 40 to 60 barrels of cil per day at a total estimated
cost of less than $100,000, thus extending Unit life. It is our
intention, as Unit operator, to recommend this work to the Unit
working interest’ owners.

Conversations with the Petroleum branch of Manitoba Energy and
Mines indicate that the East Routledge Unit is the only secondary
Unit in the Province that restricted the unitized substances to
those contained within less than the entire Lodgepole Formation.
They have further indicated that they would loock with favour on an

Suite 480, McFarlane Tower, 700 - 4th Avenue S.W., Calgary, Alberta T2P 3J4 +« Phone {403) 265-7370



"Unit Facilities"”

"Unit Operated Wells"

"Unit Operator’

"Unitized Strata"

Minitized Substances"

"Well"

(s)

(t)

(u)

(v)

(w)

(x)

and describe 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 deseription {excepting Unit-
jzed Substances, Unit Operated Wells, rental equip-
ment and Unit Operator's exclusively owned equipment)
in the possession of Unit Operator hereunder acquired
from a Working Interest Owner pursuant to the pro-
visions of Part X hereof, together with all facilities
and equipment purchased, constructed or acquired by
Unit Operator pursuant hereto;

"Unit Operated Wells" means all wells (ineluding wells
drilled for the production of Unitized Substances,
wells drilled for the purpose of producing water only,
wells drilled for the purpose of water disposal and
wells drilled for the purpose of pressure maintenance
operations or seccndary recovery operations) in the
possession of Unit Operator hereunder, whether ac-
quired from a Working Interest Owner or drilled by
Unit Operator pursuant to the terms hereof, but ex-
cluding 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;

"Jnitized Strate’ shall mean that subsurface portion
of the Unit Area commonly known as the Cherty Zone
and which is the same formation encountered between
the depths of 2083 feet and 2113 feet as indicated
on the electric log in Samedan's West Routledge Prov.
7-11-9-25 located at 18D 7 in Section 11, Township

9 North, Range 25, West of the First Meridian, in
the Province of Manitcba. -

"initized Substancesmeans the Oil and Gas that are
within or are produced from the Unitized Strata;

mjell" means any well within the Unit Area which hes
been drilled either prior to or after the effective
date of the Unit which is deemed necessary by the
Operators Committee to effectively perform gecondary
reccovery.




GEOLOCK
RESOURCES LTD.

INVESTMENTS IN HYDROCARBON
i EXPLORATION AND PRODUCTION

September 16, 1994

The Honourable Donald W. Orchard
Minister

Manitoba Energy and Mines

Room 314 Legislative Buildings
450 Broadway Avenue

Winnipeg, Manitoba

R3C 0VS8

Dear Minister:

Re: E. Routledge Unit No. 1
Twp. 9, Rge. 25 WPM, Manitoba.

Pursuant to conversations and correspondence with Mr. L. Robert
Dubreuil, Director, Petroleum Branch, Department of Energy and
Mines and Mr. John N. Fox, Chief Petroleum Engineer, Geolock
Resources Ltd. as operator of the subject Unit, respectfully makes
application under Section 138 of the 0il and Gas Act to amend
Unitization Order No. 13 and the Plan for Unit Operation Governing
the Unitized Management Operation and Further Development of East
Routledge Unit No. 1.

The reasons for the proposed amendments are detailed in the
attached letter to Working Interest and Royalty Owners dated March
21, 1994. Under Clause 138(1) (b) of Section 138, which provides
for amendment of a Unit order to meet changing conditions, we
respectfully request that the definition of " Unitized Strata" be
expanded to include the entire Lodgepole Formation as detailed on
page 2 of the March 21, 1994 letter. The subject Unit will then
conform, in this regard with other Lodgepole Units in the Province.
Following approval of the expanded definition, Geolock will be able
to perform the workovers referred to in the attached letter which
will result in more efficient production of o0il, will increase
production and will recover additional volumes of oil that would
not otherwise be recovered in an economic manner.

Suite 480, McFarlane Tower, 700 - 4th Avenue S.W., Calgary, Alberta T2P 3J4 + Phone (403) 265-7370




Page 2.

We have received approval for these suggested amendments from
99.63364 percent of the Working Interest Owners (copies attached)
and from all of the Royalty Interest Owners (copies attached)
except for one Unknown Royalty Interest holder, detailed later in
this request. In addition, we Mail Balloted the Working Interest
owners asking for formal ratification of the March 24th letter and
received unanimous consent, copies attached. Several small
interests did not return the Mail Ballot, which are deemed to be
"approved" under Clause 6.01 of the Plan of Unit Operation and the
Mail Ballot therefore was approved unanimously.

Insofar as the "Unknown Interest" is concerned, approximately
$700.00 accrued to this interest from January 1, 1986 until Geolock
assumed operatorship of the Unit in February, 1990. Samedan has
continued to hold these monies in trust. As a result of your letter
of September 7, 1994, they will be assigning these monies to
Ceolock and we will remit them to the Minister of Finance. A
summary of these funds is as follows:

Revenue Taxes paid
to Fed.Govt NET
Samedan
Jan.1/86-March 31/90 $724.52 -0- 5724.52
Geolock
April 1/90-July 31/94 $543.05 $241.28 $301.77

Please note that the Federal Government asked Geolock to file a T5
on this interest and required that 50 percent of the revenue be
paid to the Federal Government as tax. As per the enclosed
documentation, we have complied with their requirements.

Since assuming operatorship in 1990 Geolock has calculated the
Unknown Interest monthly and retained these monies in trust. The
revenue is calculated based upon 12.5 percent Royalty for 3.02
acres under the railway right-of-way out of the 40 acres associated
with the 5-12 spacing unit. This results in a .009438 percent
royalty interest in the tract.

In 1986 Samedan contracted Atkinson McMahon to do a title opinion
on the 3.02 acres in question. The conclusion of the title opinion
was that the ownership of these minerals was still in gquestion and
depended upon the results of ongoing court cases and potential
appeals associated with them.



Page 3.

Because the revenue involved is generally less than $15.00 per
month, we have not expended much energy on this matter. For your
information, we have compiled the following telephone numbers of
Scotts (if indeed they own this interest) that still reside in the
Virden area: Mr. Alex Scott (748-1778), Mr. Donald Scott (855-
2220), Mr. George G. Scott (855-2786), Mr. Clarence Scott (855-
2613) and A. D. Scott (855-2797).

Commencing August, 1994, allocated revenue will be paid to the
Minister of Finance, and we hope the rightful owner can be located.
Because of the complexity associated with this interest, we
respectfully request from the Minister that pursuant to clause
214(1) of the 0il and Gas Act, production from the 5-12 tract and
the entire East Routledge Unit No. 1 be continued.

The assistance of Mr. Bob Dubreuil and Mr. John Fox in this matter
was most welcome and greatly appreciated.

Yours very truly

JE,,,M \ ) doard

Lachlan J. McLeod
Vice President

c: Mr. L. Robert Dubreuil
Manitoba Energy and Mines
555-330 Graham Avenue
Winnipeg, Manitoba R3C 4E3 (w.o.encls.)
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GEOLOCK
RESOURCES LTD.

INVESTMENTS IN HYDROCARBON
EXPLORATION AND PRODUCTION

February 18, 1994

MONIES DEPOSITED TO GEOLOCK RESOURCES LTD. BANK ACCOUNT
RE UNKNOWN INTERESTS FUND (EAST ROUTLEDGE UNIT)

.&2‘:,

JANUARY (Mev(4! $9.37

FEBRUARY V\o— (4~ 7.86

MARCH 3.4 8.09

APRIL  cede 8.58

MAY ape 10.22

JUNE Vi 9.85

JULY ) cand 10.66

AUGUST w4 11.25

SEPTEMBER oy 10.74

OCTOBER 4 11.65

NOVEMBER 10.62

DECEMBER ™' 10.16 $119.05

1993:

JANUARY  jpacflr $9.54

FEBRUARY tﬁan 9.66

MARCH & 8.33

APRIL T sk 9.63

MAY gk 9.95

JUNE e 10.35

JULY Gur® 9.57

AUGUST °° ¥£\ 8.82

SEPTEMBER dwq 9.50

OCTOBER Swi 8.76

NOVEMBER & 9.54

DECEMBER e 8.00 $111.65
TOTAL FOR 1992-1993 INC. $230.70

Suite 480, McFarlane Tower, 700 - 4th Avenue S,W., Calgary, Alberta T2P 3J4 * Phone (403) 265-7370
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/ RESOURCES LTD.

INVESTMENTS IN HYDROCARBON
EXPLORATION AND PRODUCTION

February 18, 1994

Taxation Centre
Winnipeg, Manitoba
R3C 3M2

Gentlemen:

RE:T-5 Summary and T-5 Supplementary Forms
UNKNOWN INTERESTS 1992 - 19893

In 1992 we phoned the Tax Department and inguired about filing
T-5 forms for amounts held by Geolock for an unknown interest.
We were advised .not to forward any forms on this amount, and
did not, although we had previously submitted forms and a cheque
for 50 percent of amount held in this account for 1990 and 1991.

Chapter 14 (Unclaimed Amounts - Dividends or Interest) in the
1993 T5 Tax Guide under the heading Remittances, requests that
these amounts be reported and the required tax submitted.

Amounts received for 1992 - $119.05
Amounts received for 1993 - $111.65

TOTAL ‘ $230.70

50% x $230.70 = §115.35

We are enclosing T-5 forms and Geolock cheque 3328 in the amount
of $115.35. Any advice or information you can provide to us as
to whether this is the correct procedure would be much appreciated.

Yours very truly

Encl.copy of Feb.11/93 letter Maria Dumba
cheque 3328

Suite 480, McFarlane Tower, 700 - 4th Avenue S.W., Calgary, Alberta T2P 3J4 ¢ Phone (403) 265-7370
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P ‘GEOLOCK -
RESOURCES LTD.

INVESTMENTS IN HYDROCARBON
EXPLORATION AND PRODUCTION

MONIES DEPOSITED TO GEOLOCK RESOURCES LTD. BANK ACCOUNT RE
UNKNOWN INTERESTS FUND (EAST ROUTLEDGE UNIT)

1990:
April $9.15
May 10.33
June 8.62
July ©9.49
August 15.60
September 21.43
October 22.34
November 19.05
December 15.3 le

3
1991:
January $12. 34
February 8.58
March 2 10.13
April 10.27
Mav 16.68
June 10.20
July 11.94
August 12.23
September 11.45
October 11.72
November . 10.95

3‘1 AL

TOTAL TO DATE $251.85 ¥ > U

Suite 480, McFarlane Tower, 700 - 4th Avenue S.W., Calgary, Alberta T2P 3J4 * Phone (403) 2685-7370




Manitoba

Date

To

Subject

March 27, 1995 b Memorandum

4
Michael Fine beol From Bob Dubreuil
Deputy Minister Lu{hj'é". | Director
Energy and Mines u--t H-. [ Petroleum Branch
. . ( (\ &’\fb ¢ .
Telephone

MISSING ROYALTY OWNER - MINISTER'S NOTICE

First | Fold

P& 126 B0 01009300 L&

In its letter dated September 16, 1994, (Attachment No. 1) Geolock Resources Ltd,
operator of East Routledge Unit No. 1, requested that the Minister make an order under
subsection 214(1) of The Oil and Gas Act in the matter of an "unknown royalty owner"
authorizing the continued operation of the unit.

Subsection 214(2) requires the Minister to give public notice of any application received
under subsection (1).

Recommendation:

It is recommended that the attached notice be signed by the Minister and returned to the

Petroleum Branch to arrange for publication in local newspapers (Virden) and posting in
the Department's Virden and Waskada offices and offices of the Town of Virden and the
Rural Municipalities of Wallace, Sifton, Pipestone and Woodworth.

Background

Section 214 of The Oil and Gas Act provides a mechanism where oil and gas rights can
be developed where the identity or whereabouts of a royalty owner in a spacing unit
cannot be ascertained. The Minister may authorize, by order, the production of oil and
gas from the spacing unit after public notice. Where the Minister makes an order, the

operator is required to pay any royalties relating to the interest to the Minister of Finance
to be held in trust for a period of five years.

Attachment No. 2 is a copy of the missing royalty owner provisions of Section 214 of the
Act.

The provisions of Section 214 were drafted as a means to allow development of an
undeveloped spacing unit where the royalty owner could not be identified. The request by
Geolock is somewhat different in that the East Routledge Unit No. 1 has been operated

for years with royalty proceeds from the unknown interest being held in trust by Geolock
and a previous unit operator.

With proclamation of The Oil and Gas Act, Geolock has now passed the issue on to the
Department and has requested an order authorizing continued operation of the unit, While
the initial intent of this section does not conform completely with the current situation,
there is no other alternative provision that could be used. Without such an order, Geolock
does not have the legal right to produce oil and gas from the spacing unit containing the
missing royalty owner. Because the spacing unit is included in a unit area, it has
production allocated to it in accordance with the unit order (Unitization Order No. 13).
Consequently, Geolock's legal right to produce the unit is called into question.



Because it would cause undue economic hardship to shut down the unit until the issue was
resolved, no such action has been taken or is proposed. Geolock has transferred funds in
its possession respecting the interest to the Minister of Finance to be held in trust. It has
also begun to remit royalty payments regarding the interest to the Minister of Finance on
a monthly basis. Currently 51077.20 is being held in trust in this regard.

The interest in question is minor. It relates to oil and gas rights underlying a CNR right
of way in Legal Subdivision 5 of Section 12-9-25 (WPM). The area of the right of way
has been determined to be 3.02 acres. Assuming a 12.5 percent royalty (traditional
royalty rate for the era during which the unit was developed) the royalty owing amounts
to .9438 percent of the production allocated to the Legal subdivision. At current unit
production levels and oil price, this amounts to less than $10 per month.

Prior to 1986, it had been determined that the CNR was the owner of the interest in
question. In 1986, the CNR advised Samedan Oil Company of Canada Inc. (the
predecessor to Geolock as unit operator) that it had determined that it did not own the
interest. CNR contended, however that it had no liability to refund past royalty payments
(from the well's initial production in September 1967 to January 1, 1987). Relevant
letters frorn CNR to Samedan are attached as Attachment No. 3.

Subsequent to this, Samedan obtained a title opinion which indicated that the law in
regards to ownership of oil and gas rights in similar situations is unclear (Attachment

No. 4). Because of the small value of the interest, Geolock is reluctant to pursue the
matter any farther.

Subsection 214(2) requires that the Minister issue public notice of an application for an
order authorizing continued production. It is recommended that the Minister sign the
attached notice and that the notice be published in the Virden Empire Advance and the
Westman Gazette and posted at offices of the Petroleum Branch in Virden and Waskada
and at offices of the Town of Virden and the Rural Municipalities of Wallace, Sifton,

Pipestone and Woodworth. The proposed notice has been reviewed and endorsed by
Legal Services.

The Act provides for an application to the Court of Queen's Bench by a person claiming
to be the missing royalty owner within 5 years after an order has been made by the
Minister authorizing production. However, the Act does not provide any guidance if such
a claim is made before the Minister's order is made.

Although there are a number of possible alternatives that may be considered in this event

I would recommend, subject to consultation with Legal Services, the following action be
taken:

a)  Determine with assistance from Legal Services if the claimant has a reasonable
legal claim.

b)  Publish a second notice advising of the claim that has been received and
inviting any further claims. If further claims were received, it would be
recommended that the Minister's order be issued and claiming parties be

advised of their recourse to the Court of Queen's Bench under subsection
214(3) of the Act.




¢)  Inthe absence of additional supportable claims, remit the moneys on deposit,
less an administrative fee to be paid to the Department of Energy and Mines (to
cover legal fees and notice publication), to the claimant.

d)  Advise Geolock to make future payments to the claimant.

If you have any questions or require a further briefing in this matter, please give me a
call at 945-6573.

Bob Dubreuil

/rd

Attachments.




Minister of
Energy and Mines

Minister responsible for Manitoba Hydro
Room 314
Legislative Building

Winnipeg, Manitoba, CANADA
R3COVE

MISSING ROYALTY OWNER
THE OIL & GAS ACT (Sec. 214)
NOTICE

The identity of the owner of the oil and gas rights under the railway right-of-way in
1SD 5 of Section 12-09-25 WPM is in question.

Geolock Resources Ltd. has made application to the Minister of Energy and Mines for
an order to allow continued production from this tract.

The Minister may make such an order under Section 214 of The Oil and Gas Act.

Where the Minister makes such an order, all proceeds with respect to the missing
interest owner are to be paid to the Minister of Finance and will be held in trust for the
royalty owner.

If you believe you are, or know, the royalty owner of this tract, please contact Bob
Dubreuil, Manitoba Energy and Mines at (204) 945-6573 or fax (204) 945-0586 prior
to May 8, 1995,

Minister of Energy and Mines

Date
Y
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GEOLOCK
RESOURCES LTD.

INVESTMENTS IN HYDROCARBON
EXPLORATION AND PRODUCTION

September 16, 1994

The Honourable Donald W. Orchard
Minister

Manitoba Energy and Mines

Room 314 Legislative Buildings
450 Broadway Avenue

Winnipeg, Manitoba

R3C 0QVvs8

Dear Minister:

Re: E. Routledge Unit No. 1
Twp. 9, Rge. 25 WPM, Manitoba.

Pursuant to conversations and correspondence with Mr. L.  Robert
Dubreuil, Director, Petroleum Branch, Department of Energy and
Mines and Mr. John N. Fox, Chief Petroleunm Engineer, Geolock
Resources Ltd. as operator of the subject Unit, respectfully makes
application under Section 138 of the 0il and Gas Act to amend
Unitization Order No. 13 and the Plan for Unit Operation Governing

the Unitized Management Operation and Further Development of East
Routledge Unit No. 1.

The reasons for the proposed amendments are detailed in the
attached letter to Working Interest and Royalty Owners dated March
21, 1994. Under Clause 138(1) (b) of Section 138, which provides
for amendment of a Unit order to meet changing conditions, we
respectfully request that the definition of " Unitized Strata" be
expanded to include the entire Lodgepole Formation as detailed on
page 2 of the March 21, 1994 letter. The subject Unit will then
conform, in this regard with other Lodgepole Units in the Province.
Following approval of the expanded definition, Geolock will be able
to perform the workovers referred to in the attached letter which
will result in -more efficient production of o0il, will increase
production and will recover additionail volumes of oil that would
not otherwise be recovered in an economic manner.

Suite 480, McFarl

ane Tower, 700 - 4th Avenue S.W., Calgary, Alberta T2P 3J4 « Phone {403) 285-73%0
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We have received approval for these suggested amendments from
99.63364 percent of the Working Interest Owners (copies attached)
and from all of the Royalty Interest Owners (copies attached)
except for one Unknown Royalty Interest holder, detailed later in
this request. In addition, we Mail Balloted the Working Interest
owners asking for formal ratification of the March 24th letter and
received unanimous consent, copies attached. Several small
interests did not return the Mail Ballot, which are deemed to be

v napproved" under Clause 6.01 of the Plan of Unit Operation and the
H} i« 9%

Mail Ballot therefore was approved unanimously.

—

Insofar as the "Unknown Interest"™ is concerned, approximately
$700.00 accrued to this interest from January 1, 1986 until Geolock
assumed operatorship of the Unit in February, 1990. Samedan has
continued to hold these monies in trust. As a result of your letter
of September 7, 1994, they will be assigning these monies to
Geolock and we will remit them to the Minister of Finance. A
summary of these funds is as follows:

Revenue Taxes paid
to Fed.Govt NET
Samedan .
Jan.l/86-March 31/9 $724.52 -0- $724.52
Geolock
April 1/90-July 31/94 $543.05 $241.28 $301.77

Please note that the Federal Government asked Geolock to file a T5
on this interest and required that 50 percent of the revenue be
paid to the Federal Government as tax. As per the enclosed
documentation, we have complied with their requirements.

Since assuming operatorship in 1990 Geolock has calculated the
Unknown Interest monthly and retained these monies in trust. The
revenue is calculated based upon 12.5 percent Royalty for 3.02
acres under the railway right-of-way out of the 40 acres associated

with the 5-12 spacing unit. This results in a .009438 percent
royalty interest in the tract.

In 1986 Samedan contracted Atkinson McMahon to do a title opinion
on the 3.02 acres in question. The conclusion of the title opinion
was that the ownership of these minerals was still in question and

depended upon the results of ongoing court cases and potential
appeals associatéed with them.
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Because the revenue involved is generally less than $15.00 per
month, we have not expended much energy on this matter. For your
information, we have compiled the following telephone numbers of
Scotts (if indeed they own this interest) that still reside in the
virden area: Mr. Alex Scott (748-1778), Mr. Donald Scott (855~

2220), Mr. George G. Scott (855-2786), Mr. Clarence Scott (855-
2613) and A. D. Scott (855-2797).

Commencing August, 1994, allocated revenue will be paid to the
Minister of Finance, and we hope the rightful owner can be located.
Because of the complexity associated with this interest, we
respectfully request from the Minister that pursuant to clause

214 (1) of the 0il and Gas Act, production from the 5-12 tract and
EBB entire East Routledge Unit No. 1 be continued.

The assistance of Mr. Bob Dubreuil and Mr. John Fox in this matter
was most welcome and greatly appreciated.

Yours very truly

bt N Dled

Lachlan J. MclLecd
Vice President

c: Mr. L. Robert Dubreuil
Manitoba Energy and Mines
555-330 Graham Avenue
Winnipeg, Manitoba R3C 4E3 (w.o.encls.)
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OIL . AND GAS

Minister may authorize for missing royalty owner
214(1) Subject to subsection (2), where the
identity or whereabouts of a royalty owner in a
tract or spacing unit cannot be ascertained, a
person may, in accordance with the regulations,
make application to the minister for an order
authorizing, on behaif of the royalty owner,
exploration for oil and gas in the tract or
production of oil and gas from the spacing unit,
and the minister may, if he or she is satisfied that
the royalty owner cannot be identified or found,
make such an order on such terms and conditions
as the minister considers necessary or advisable,
including the payment of consideration by the
operator for the oil and gas rights.

Public notice of application

214(2) Before making an order under
subsection (1), the minister shall give such public
notice of the application as the minister considers
advisable or practicable.

Money payable to Minister of Finance

214(3) Where the minister makes an order
under subsection (1), the operator shall, in
accordance with the regulations, pay any
consideration required under the order and any
royalty from the proceeds of the sale of the oil and
gas to the Minister of Finance to be held in trust
for the royalty owner.

Application to court re royalty '
214(4) Not later than five years after an order
is made under subsection (1) because the identity
of the royalty owner is not known, a person
claiming to be the royalty owner of the tract or
spacing unit in respect of which the order was
made may make application to the Court of
Queen’s Bench for a declaration respecting the
ownership of any consideration or royalty paid or
payable in respect of the tract or spacing unit, and
shall join the minister as a respondent party to the
application.

Court to order money paid out

214(5) Where the court makes a declaration of
owrership under subsection {4), the court shall,
subject to subsection (6), make an order directing
the Minister of Finance to pay the money held in
trust to the royalty owner,

110

S.M. 1993,c. 4

Titalaire de redevances absent .
214(1) Sous réserve du paragraphe (2), s'i]
n'est pas possible de rejoindre le titulaire de
redevances d’une parcelle ou d’une surface Lnitaire
ni d’en déterminer I'identité, il est possible de
demander au ministre, conformément aux
reglements, de prendre un arrété autorisant, au nom
du titulaire de redevances, la prospection pour
chercher du pétrole et du gaz dans la parcelle ou la
production de ces substances 2 partir de Ia surface
unitaire. Le ministre peut, s'il est convaincy qu’il
n'est pas possible d’tdentifier ou de rejoindre le
titulaire, prendre un tel arrété sous réserve des
conditions qu'il juge nécessaires ou souhaitables,
notamment exiger que I'exploitant paie une
coatrepartie pour les droits gaziers et pétroliers.

Avis public
214(2) Avant de prendre Darrété visé au
paragraphe (1), le ministre avise le public, selon ce
qu’'il considére nécessaire ou souhaitable, de 1la
réception de la demande.

Sommes A verser an ministre des Finances

214(3) Si un amété est pris en vertu du
paragraphe (1), Pexploitant verse, conformément
aux reglements, la contrepartie exigée ainsi que
toute redevance sur le produit de la vente du
pétrole et du gaz au minjstre des Finances qui les
garde en fiducie pour le compte du titulaire de
redevances.

Redevance — requéte au tribunal

214(4) Au plus tard cing ans aprés la prise
d'un arrété en vertu du paragraphe (1), toute
personne qui prétend étre le titulaire de redevances
de la parcelle ou de la surface unitaire visée par
I'arrété peut présenter A la .Cour du Banc de la
Reine une requéte en déclaration 2 I’égard du titre
de propriété de toute contrepartie ou redevance
payée ou payable relativement 2 la parcelle ou 2 la
surface. Le requérant constitue alors le ministre 2
titre de partie intimée 2 la requéte,

Ordonnance de paiement

214(5) Sous réserve du paragraphe (6), le
tribunal, s’il fait une déclaration de propriété en
vertu du paragraphe (4), rend une ordonnance
enjoignant au ministre des Finances de verser au
titulaire de redevances les montants gardés en
fiducie,



ATTRCHMENT NO. 34 ..

CN Exploration Inc. AL~ 1
1300, 530 - 8th Avenue S.Wv. “MET Y L
Calgary, Alberta

T2P 358 ' LA D DEPT.

403) 237-59
403) 23 O.Panuary 7, 1986

Samedan 0il of Canada, Inc.
1505, 505 - 3rd Street S.W.,
CALGARY, Alberta

T2P 3Eb6

Dear Sirs:

Re: East Routledge Unit No. 1
Tract 5-12 - Ptn LSD 5-12-9-25 WPM (3.02 acres)
Your File: 55-3-157
CN File: 11360

We have recently had an opportunity to examine the document which
transferred the captioned 1lands to the Railway, and find that we have no
valid entitlement to the mines and minerals thereunder. As the Railway was
subject at the time of transfer to the Railway Act of Canada, it was
precluded by Section 136 of said Act from acquiring mines and minerals
without the express conveyance of same. The transfer in question
containing no such specific conveyance, it is apparent that the Railway was
erroneously registered as owner of mineral rights. According to common
precedent, it seems likely that mines and minerals should have remained in

the names of the two individuals who transferred the surface rights to the
Railway.

As we are not entitled to mineral rights, we have no authority to
lease same, or to collect revenue from production. We therefore request
that royalty payments to us cease immediately, and that you as unit

operator provide wus with a cumulative total of payments to date in order
that we may reimburse you.

Enclosed, for your informatiom, is a copy of Deed No. 63867.

We regret we can be of no further assistance, and that we can no
longer maintain our working relationship in this regard.

Yours truly,

CN EXPLORATION INC.

H Cosock

Susan L. Custock
Title Analyst

Encl.

cc: Wayne Wilson, CN Exploration Inc.
A Corporate Agent of CNRC and CN Transaclions Inc. under management agreemeanits.
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CN Exploration Inc. i
c::: p ' 1300, 530 - 8th Avenue SW. | VANDDREPT. - |
Calgary, Alberta , T
T2P 358
(403) 237-5900

September 26, 1986

Mr. Brian Murray

Samedan 0il of Canada Inc.
1505, 505 - 3rd Street S.W.,
CALGARY, alberta

T2P 3E6

Dear Mr. Murray:

Re: Petroleum and Natural Gas Lease
LSD 5-12-9-25 WPM
East Routledge Unit #1, Manitoba
CN File: 11360

Pursuant to our telephone conversation of today's date, and in
response to your Mr. Wayne Hitt's letter of September 18, 1986, this is to
advise that after a review of the provisions of the subject lease and unit
agreement, we find that our liability for loss of title only extends back
to January 1, 1986. We refer you to Clause 19(b) of the lease, and Clauses
12.07 and 13.01 of the unit agreement. As title failure was finally
determined in January, 1986, it is deemed to be effective January 1, 1986.
Since we returned the only royalty cheque we received subsequent to this

date, it is our position that we have satisfied our obligation under the
terms of these agreements.

We trust this will meet with your satisfaction, and we apoleogize again
for the inconvenience to you created by this situation.

Yours truly,

CN EXPLORATION INC.

Susan L. Custock
Title Analyst

SLC:ebg

A Corporate Agent of CNRC and CN Transaclions Inc. under management agreements.
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July 29, 1986
Samedan 0il of Canada, Inc.
1505, 505 - 8th Street S. W.
Calgary, Alberta
ATTENTION: Mr. Brian Murray

Dear Sirs:

Re: SW1/4 Section 12-9-25-WPM

We apologize for the delay of our agents in preparing an opinion
regarding the ownership of all mineral rights in the Southwest
Quarter of Section 12-9-25-WPM. 1In this regard, we enclose for
your review a copy of the opinion of Messrs. Aikens, MacAulay &
Thorvaldson relating to such ownership.

We do not entirely agree with the opinion of our agents as it
pertains to ownership of the mineral interest underlying the
railway right-of-way. From our review of their opinion, we have,
however, ascertained that there does not appear to be any
legislation or case law in Manitoba which would make the law in
Manitoba any different than the law in Alberta as it pertains to
mineral ownership underlying railway rights-of way.

At the present time, the law in Alberta is unclear as to who is
who is entitled to such a mineral interest. In Alberta, there are
two lines of cases that have considered this issue. One line of
cases suggests that the person (or his estate) who sold the
right~of-way land to the Railway and then sold the entire mineral
interest in the land excepting out the railway right-of-way is the
person who is entitled to the mineral interest underlying the
right-of-way. The other line of cases holds that the person (or a

e /2



Successor in interest) who bought the entire mineral interest is
the person entitled to such interest. Recently the Alberta Court
of Queen's Bench decided a case regarding this issue in favour of
the purchaser of the mineral interest. This case has been
appealed to the Court of Appeal where it is hoped that this
question of ownership of this mineral interest will be ultimately:
resolved. Because the law is not conclusive in Alberta and is
most likely not conclusive in Manitoba, we are reluctant to have
you rely upon the opinion of cur agents.

Under the circumstances, we recommend that you set aside a
Pro-rata share of production revenues based on a working interest
ownership basis of 6/160 (right-of-way acreage/quarter-section
acreage) and deposit this sum in trust with a chartered bank.

This sum should be calculated as of the date Samedan began
receiving revenue from these lands. We further recommend that
this_sum_should remain in the bank until Such time s_a_Court_of
Appeal has ultimatelY_Qg_r;__i_@eg__t_h..e_q_ugs.t.i_qn_eﬂ_:_mx.zay_ni.ght:o.f:_‘vey__
-Qwnership or_until such _time_as _the question of ownership of this
interest resolves itself. e

o

With respect to any royalty monies mistakenly paid to CN, we
recommend that you request repayment of such monies by CN. 1In
addition, you may wish to request interest on those monies.

After you have had an opportunity to review this letter and the
opinion of our agents, please contact the writer at your
convenience to discuss this complicated issue in more detail.

Yours very truly,

ATKINSON McMAHON
Per:

v

R. Charles Allen

RCA/vh
Enclosures
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1900 First Canadian Centre

350 - 7th Avenue S. W. JULT 417985
Calgary, Alberta : i
T2P 3N9

ATKINSON Memario

Attention: R. Charles Allen A

Dear Sirs:

Re: Samedan Oil and Gas Canada, Inc.
Historical Search —-- SWi 12-9-25 WFPM
Your File No. 80-2986/JBM

I refer to my letter of July 4, 1986.

T will set forth hereunder my conclusions with respect
to the mineral ownership in this SW%.

I will distinguish between the mineral ownership in
the portion of the swWi which was transferred to The Canadian Northern
Railway Company in 1906 for railway right-of-way and t+he mineral
ownership in the balance of the SWi.

The Grant from the Crown only reserved "the free use
passage and enjoyment of, in, over and upon all navigable waters”.
The minerals, therefore, insofar as petroleum and natural gas, passed
to the homesteader who was Fdwin Speck. I am attaching a photocopy
of this Grant. '

There were no transactions of any significance inso-
far as mines and minerals are concerned with respect of this quarter
section down to deed 63867 registered on November 23rd, 1908 from
John R. Scott to The Canadian Northern Railway Company. I believe
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Mr. R. Charles allen
Page Two '
July 9, 1986

You have a copy of this deed in your records. I conclude that

John R. Scott, the grantor, was the owner of the mines and minerals
in the six acres being transferred to The Canadian Northern Railway
Company which transfer did not include a specific reference to the
mines and minerals. Based upon the 1958 Supreme Court decision, with
respect to Section 198 of The Railway Act, since the minerals were
not "expressly purchased" they were therefore deemed to be excepted

from the conveyance from Scott to The Canadian Northern Railway
Company.

You will note in the copy of this deed 63867, in
addition to being signed by "John R. Scott" it is also signed by
"Harry W. Testar". This is due to the fact that Testar had sold
the quarter section to Scott by Agreement for Sale dated the 24th

sale was not registered until the 10th of March, 1909, while the
deed from Scott to the Railway Company was registered on the 23rd
of November, 1908. Accordingly, presumably, out of an abundance
of caution and in order to show the chain of title the deed to the
Railway Company was also signed by Testar.

By deed dated the 9th of May, 1925, and registered
as No. 010121 on July 31, 1925 John R. Scott transferred to George
Scott the SW} of Section 12 in Township 9 Range 25W of the Principal
Meridian., T anm attaching a photocopy of this deed. You will note

Railway Company. Thig was obviously an error. It is interesting to
note that on the front of the deed there is a memo with the initials
of the Notary Public who drew the deed to the effect that "title not

which, of course, would have revealed that in 1909 six acres of the
quarter section had already been transferred out.

The significance of the above failure to except the
Six acres earlier transferred out to the Railway Company was that the
mines and minerals under the six acres of railway right—of-way, which
did not pass to the Railway Company, would remain with John Scott and
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Mr. R. Charles Allen
Page Three
July 9, 1986

would be included in the transfer of 1925 to George Scott.

It seems to me that regardless of whether the
rationale of the Moir case of Mr. Justice Maybank in Manitoba,
in 1961, or the rationale of Mr. Justice McBains! decision in
Alberta, in 1985 is applied the result is the same. If I under-
stand Mr. Justice Maybank's decision correctly he was saying that in
a similar situation the minerals remained with the transferor due
to the provisions of The Railway Act and he then further concluded
that the minerals would not be picked up in a subsequent transfer
by the transferor because the transferor excepted in that transfer
that portion which was transferred to the Railway Company and,
accordingly, they would remain with the balance of the interest
of the transferor. In this particular situation of the SW} of
Section 12 the transfer out by the transferor after he had made
an earlier transfer to the Railway Company had no exception so,
accordingly, all of the tranferor's interest which would include
the mineral interest under the railway right-of-way would pass to
the transferee, George Scott. If we applied Mr. Justice McBains'
conclusion we would come to the same result.

My conclusion, therefore, is that the mines and
minerals in this SW% including the mines and minerals in the portion
of the SWi that was transferred to the Railway Company were owned
by George Scott in 1925, and it is necessary to trace the mineral
conveyance from that time onwards.

Oon the 1llth of March, 1949 by deed 112998, George
Scott transferred the S% of Section 12 "excepting thereout that
portion taken for railway right-~of-way by Canadian National Railway"
to John Henry Sawatsky. I am enclosing a photocopy of deed 112998.

I conclude from the above 1949 deed that the mineral
interest for the S% of Section 12 except that portion taken for the
railway right-of-way passed to John Henry Sawatsky. I conclude that
the exception in this transfer with respect to the railway right-of-
way resulted in the minerals under that right-of-way remaining in
the name of George Scott.

From this point in 1949 onwards the ownership of
minerals in the portion of SW} of Section 12 under the railway
right-of-way differs from the ownership of these minerals under
the balance of this gquarter section.
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Mr. R. Charles Allen
Page Four
July 9, 1986

I can. find no evidence of George Scott having
transferred the minerals under the railway right-of-way to any
other party, and I conclude that the minerals under the railway
right-of-way in the SW} of Section 12 remained in the name of
George Scott. I don't know whether George Scott is alive at the

present time and I could find no evidence of any Grant of Probate
having issued in this name. :

With respect to the minerals under the balance of
the SW} of Section 12 these I conclude in 1949 were owned by John
Henry Sawatsky.

In 1951, Sawatsky leased these minerals to Prospect
Exploration. In 1960, Prospect Exploration surrendered this lease
which was No. 116732.

In May of 1952, Sawatsky,by deed registered as
No. 120322, . granted and conveyed to Prairie Leaseholds Ltd.
an undivided one-half interest in all mines and minerals within,
upon or under the S% of Section 12 "excepting thereout that portion
taken for the right-of-way of Canadian National Railway". He also
gave an undivided one-half interest in the existing petroleum and
natural gas lease with respect to these lands. I am attaching a
copy of this deed 120322.

In addition, by the same document, Mr. Sawatsky
granted an option to Prairie Leaseholds Ltd. to lease the petroleum
and natural gas under the balance of the undivided one-half interest.

This option to lease was taken up in 1964 and John
Henry Sawatsky granted a petroleum and natural gas lease to Prairie
Leaseholds Ltd. with respect to his undivided one-half interest in
petroleum and natural gas in these lands except for the railway
right-of-way. I am attaching a copy of this lease 137057.

By deed 140053, on August 30th, 1967, Prairie
Leaseholds Ltd. transferred its undivided one-half interest in
mines and minerals to Canadian Fina 0il Ltd. I am attaching a copy
of deed 140053.

On August 30th, 1967 by deed 140055 Prairie Leaseholds
Ltd. assigned its undivided one-half interest in petroleum and natural
gas which it held under deed 137057 to Canadian Fina 0il Ltd. I
am attaching a copy of deed 140055.
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Mr. R. Charles Allen
Page Five .
July 9, 1986

The mineral interest of John Henry Sawatsky in the
St of Section 12 which is above referred to was old system. It
was brought under The Real Property Act in 1976 and Certificate of
Title 132423 issued in the name of John Henry Sawatsky with respect
to an undivided one-half interest in all mines and minerals under
this half Section. There was an exception of the right-of-way owned
by Canadian National Railways. This mineral title for John Henry
Sawatsky indicated lease 137057 of 1964 which is above referred to
wherein John Henry Sawatsky leased his undivided one-half interest
in petroleum and natural gas to Prairie Leaseholds Ltd. This lease
of Prairie Leaseholds was assigned in 1967 to Canadian Fina 0il Ltd.
and assignment 140055 is recorded on this title.

There also appears on this title an assignment by
Agrola 0il and Land Development Litd. 140821 of September 17th, 1968.
From my searches, I can't see how this party comes into the transaction
and I am making further inquiries. There is also filed as Instrument
No. 142862 a Plan for unit operation filed by Samedan 0il in 1972.
I am attaching a copy of this title 132423.

In summary cf the akove, my opinicn as to the
ownership of mines and minerals of the SW} of Section 12 is as
follows:

1. Mines and minerals under the six acres of this quarter
section taken for railway right-of-way are owned by George Scott.

2. Mines and minerals under the balance of this quarter
section are owned as follows:

a) An undivided one-half interest is owned by John
Sawatsky subject to a lease to Prairie Leaseholds

Ltd. which has been assigned to Canadian Fina 0il
Limited.

b} An undivided one-half interest is owned by
Canadian Fina 0il Limited.

As indicated above, there is an assignment
recorded on title in favour of the Royal Bank of Canada registered
the 5th of November, 1968 as 140821 from Agrola 0Cil and Land Development
Ltd.. This is an assignment with respect to security given under
Section 82 of The Bank Act. "There is nothing on title to show how
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Agrola obtained its interest in this quarter section but this
assignment 140821 refers therein to an operating agreement of March
15th, 1967 made between Samedan Oil, Gringo Oils Ltd. and Agrola.

It also refers to a Letter of Agreement dated September 19th, 1967 .
between Samedan, Gringo Oils Ltd. and Agrola. It may be under these
documents that Agrola obtained its interest.

Also, as indicated above, there is the plan for unit
operation registered as 142862 on May 15th, 1972 by Samedan 0Oil.
It refers to Legal Subdivision 5.

There are also recorded in the abstract two assignments,
145259 registered February 15th, 1977, and 145455 registered July 27th,
1377 by Bueno 0Oils Ltd. to the Royal Bank of Canada. They both
relate to part of Legal Subdivision 5. I have difficulty seeing
from the title or the abstract how Bueno 0ils Ltd. comes into the

picture but I bring this to your attention as it is recorded in the
abstract with respect to this SWi.

I am making further inquiries with respect to these
assignments to Bueno Oils Ltd. and also the earlier referred to
assignment by Agrola Oil. My opinion as to the ownership is
as above subject to further inguiries on these later items.

Yours truly,

AIKINS, MacAULAY & THORVALDSON

Per:

EBM/pb

Encls.
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At Government Housé in the City of Winnipeg

April

AD. 1 72
);

’._{ day of

APPROVED AND ORDERED this

Management,
WHEREAS, subsections (1), (2), and (3) of Section 76 of "The Mines

e

Lieutenant-G

The

e
. PRES E'ﬂr‘?"wwm
The Honourable Mr. ~ SCHREYER APR 18 1972 the Chair.
Mr. CHERNIACK
© Mr. USKIW -
3

In The Executive Louncil Thamber, Winnipeg
13th day of April AD 19 72

Mr. MILLER DIRECTOR OF pmyneg

Mr, TOUPIN 197
Mr. EVANS

Mr.  BURTNIAK

Mr. PAWLEY \

Mr. HANUSCHAK 201
Mr.  DOERN 384
Mr, DESJARDINS

Mr. MCBRYDE -

"ON MATTERS OF STATE

To His Honour the Lieut -Governor-in-Couneil
The undersigned, th&ci\lﬁnister of Mines, Resources and Fnvirormental
submits for approval of Council a report setting forth that:

Act",‘being Chapter ML60 of the Revised Statutes of Manitoba, 1970, provide

as follows:

"76(1) The board, upon its own motion, may, or,

upen the application of a working interest owner

of a tract that exceeds a spacing unit in area,

and that is within the pool, field, or part thereof,
‘shall hold a hearing to consider the advisability
or necessity for the operation of a pool, field, or
part thereof, as a umit,

76(2) A working interest owner applying to the
board under subsection (1) shall apply in writing
and shall submit to the board a proposed plan of
unit operation of the proposed unit area containing
the terms and conditions that the applicant desires
to be included in the order, together with such
number of copies of the plan and such other informa—
tion as the board may require.

76(3) If the board is of the opinion that the opera-
tion of the pool, field, or part therecf, as a unit
would prevent waste therein having regard

(a) to the production and recovery of
cil and gas;

(b) to the gathering and processing of
gas;

(¢) to the disposal of salt water
produced; :

(d) to the rights of each owner to a
reasonable opportunity of recovering or re-
ceiving the oil and gas in which he has an
interest or the equivalent thereof without
being required to drill unnecessary wells or

to incur other unnecessary expenses therefor; -~
and

(e) to any other circumstance per-
taining to the drilling for or production of
oil and gas; :

the board may, with the approval of the Lieutenant
Governor in Council, order that the pool, field, or
part thereof, be operated as a unit.";




AND WHEREAS, Section 77 of "The Mines Act", as enacted by
Chapter ML60 of the Revzsed Statutes of Manitoba, 1970, provides as
follows:

n77. The board shall not meke an order under
subsection (3) of section 76 unless

(a) the working interest owners of over

 seventy-five per centum of the area of the
proposed unit area have agreed in wribing to
the proposed plan of unit operation, or, if
one working interest owner is the working
interest owner of seventy-five per centum or
more, but less than one hundred per centum,
of the area of the proposed unit area, that
working interest owner and at least one other
working interest owner of a tract in the
proposed unit area, have agreed in writing to
the proposed plan of unit operation; and

(b) the royalty owners having seventy-
five per centum of the royalty interests of
the head lessors in the oil and gas produced
from the unit area have agreed in writing to
the proposed plan of unit operation, or, if
one royalty owner has seventy-five per centum
or more of the royalty interests of the head
lessors in the oil and gas produced from the
unit area but does not have all such royalty
interests, that royalty owner and at least
one other royalty owner having such royalty
interests, have agreed in writing to the
proposed plan of unit operation.';

AND WHERFAS, The 0il and Natural Gas Conservation Board re-
ceived an application from Samedan Oil of Canada, Ine,, on behalf of
itself and other working interest owners in the Routledge Field in
Manitoba, requesting the Board to hold a Hearing to consider the ad-
visability or necessity for the operation of a certain part of the
Routledge Field in Manitoba as a unit, and-to consider a prOposed plan
' of unit operation of the proposed unlt area; ' .

_ AND WHERFAS, the Board, pursuant to Section 76 of "The Mines
Act", held public Hearings on October 5, 1971, and February 16, 1972,
for the purpose of considering a Plan for Unit Operation Governing the
Unitized Management Operation and Further Development of East Routledge
Unit No, 1;

AND WHERFAS, upon due consideration of the submissions and
testimony at the Hearings, the Board has . found:

(a) That the operation of a certain part of the
Routledge Field in Manitoba, as more
particularly delineated in the Plan for Unit
Operation Governing the Unitized Management
Operation and Further Development of East
Routledge Unit Ne.. 1,.daked July 2§, 1971,
and as amended October 5, 1971, is
reasonably necessary to prevent waste, and to
increase substantially the recovery of oil;




(b) That the value of the estimated additional
recovery of oil and gas resulting from such
operation will exceed the estimated
additional cost incidental to the conduct
of such operation;

(¢) That such operation will result in general
advantage to the owners of oil and gas
rights within the proposed unit area;

(d) That the provisions of Section 77 of "The
Mines Act"™ have been complied with;

AND WHEREAS, subsections (1) and (3) of Section 4 of “The
Regulations Act™, being Chapter R60 of the Revised Statutes of Manitoba,
1970, provide as follows:

v, {1) Subject to subsections (2) and (3), the
registrar shall, within one month of the filing
thereof, publish every regulation in The Manitoba
Gazette,

4(3) Where a regulation, in the opinion of the
Lieutenant Governor in Council,

(a) is of such length as to render
publication thereof in The Manitoba Gazette
unnecessary or undesirable; and

(b} is or will be available to all
persons who are likely to be interested
thereini

the Lieutenant Governor in Council, by order in
council, may dispense with the publication thereof;
and the regulation, upon registration thereof, is

- as valid against all persons as if it had been

: published.";

iy AND WHEREAS, on the 30th day of Mareh, 1972, The 0il
and Natural Gas Conservatlon Board made Unltlzatlon Order No, 13, as
set out in the Schedule attached hereto;

AND WHEREAS, it is deemed necessary and expedient that the
said Order be approved, and that the publication of the Plan, referred
to in the said Unitization Order, in The Manitoba Gazette be dispensed
with..




' r’\ R | 5(}13“9
' THEREFQORE he, the Minister, recommends:
Pt

1. THAT Unitization Order No. 13, and Plan attached thereto, made
by The 0il and Natural Gas Conservation Board on the 30th
day of March, 1972, be approved.

2. THAT publication of the Plan, attached to the said Unitization-
Order No, 13, in The Manitoba Gazette be dispensed with
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LA /: , Acting Minister of Mines, Resources and Environmental Management,

A
1 \/\.f 2 Upon consideration of the foregoing reportcand recommendation Council advises that it
t  7/://" be done as recommended by the Honourable thel/Minister of Mines, Resources and Environmental
E 7 Management ; and His Honour the Lieutenant-Governor-in-Council is pleased to

dpprove the said report and recommendation and doth ord -
’F{ -

Presi rﬁ
or

Presiding Member of the Executive Council.
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SUBJECT:

The 011l and Natural Gas Conservation Board Unitization Order No, 13.
TION:

The 01l and Natural Ges Conservation Board held a public hearing in
Virden, Manitoba, October 5, 1971, in respect of an application by
Samedan 011 of Canada, Inc., for approval of a "Plan for Unit Opera~
tion Governing the Unitized Management Operation and Further Develop-
ment of the East Routledge Unit No, 1", being & part of the
Rioutledge Fleld,

The evidence submitted at this hearing satisfied the Board that the
proposed Plan would prevent waste and increase the ultimate recovery
of oll,

There were no objections to the proposal, and the Plan has been ap-
proved, in writing, by more than seventy-five percent (75%) of the

working interest owners and the royalty owners in the proposed Unit
Ares,

The Board is prepared to order, subject to the approval of the
Lieutenant-Governor~in-Council, that part of the Routledge Field, to
be known as the "East Routledge Unit No., 1", be operated as a Unit,

RECMMENDATIONs

That approval be given to the Order of The Cil and Natural Gas Con-
servation Board, providing that, on and after May 15, 1972, =
certain part of the Routledge Fleld be operated as a Unit in acw
cordance with the Plan for Unit Operation Governing the Unitired
Management Operation and Murther Development of the East Routledge
Unit No, 1.

Date Typed: April 5, 1972,



Department of Mines, Resources
and Environmental Management

APR-31972

DIRECTOR OF MINES
——

THE OXL AND NATURAL GAS COMSERVATION BOARD

Pertaining to the Unitized Management Operstion and Murther
Development of East Routledge Unit No, 1.

Nade and passed pursusnt to "The Mines Act®, Cap, ML60, R, 3, M,,
1970, and smendments thereto, by The Oil and Naturel Gss Conserve-
tion Board of Manitoba, '

——

l, Effective st the hour of seven otclock in the forencon, officisl
time, on the fifteenth day of May, 1972, a certain part of the ‘
Routledge Field, to be known as the Unit Areas, shall be ted
88 a unit in accordance with the Plan for Unit Operstion Govern-
ing the Uritised Management Operstion and Purther Development of
East Routledge Unit No, 1, dated July 21, 1971, and amended
October 5, 1971, and shall be known as the East Routledge Unit

nol' l. :

2, Parts XXIII, XXIII, and XXIV, being excerpts from the Plan, and
attached hereto, shall be published in The Karitoba Gasstte,

0il and Natural Ges Unitization Order No, 13,
made and passed this 30th day of March,
Ae Dsy 1972, at the City of Winnipeg, in
the Province of Manitoba, by The 011 and
Natural Gas Conservation Boayd,

Approveds

WS

Acting Minister of Mines,
Resourves and Envirommental

The O.‘l]'. and Natural Gas
Conservation Board, Conservation Board,




PART XOUIT
K\' .
THE LANDS IN THE PROVINICE OF MANITORA WHICH COMPRISE
THE EAST ROUTLEDGE UNIT 110, 1 ARZ AS FOLLOWS:
TRACT NUMBER LEGAL DESCRIPTICY TRACT NUMBER  LEGAL DESCRIPTION
TOUNSHIP © RANGE 25 WPM : - TOWNSHIP 9 RANGE 25 WPM

1-10 LSD. 1, Section 10 14-11 LSD. 14, Section 11
8-10 18D, 8, Section 10 15-12 18D, 15, Section 11
g-.10 LSD. 9, Section 10 5-12 - LSD. 5, Sectipn 12
2=11 LSD. 2, Section 11 5-13 LSD. 5, Section 13
3-11 LSD. 3, Section 11 1-14 LSD. 1, Section 1k
L-11 LSD. U4, Section 11 2-1h LSD. 2, Section 1k
5«11 LSD. 5, Section 11 3-1h LSD. 3, Section 1k
6-11 LSD. 6, Section 11 6-114 LSD. 6, Section 1k
T-11 1SD. 7, Section 11 71k LSD. 7, Section 1L
8-11 1SD. 8, Section 11 8-14 LSD. 8, Section 1L
10-11 LSD. 10, Section 11 9-14 LSD. 9, Section 1h
11-11 LSD. 11, Section 11 10-14 LSD. 10, Section 1k
12-11 LSD. 12, éection 1 1114 LSD. 11, Section 14
13=-11 ISD. 13, Section 11

-35-
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-~ PART XX
MAP OF UNIT AREA
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10-11
11-11
12-11

13-11

TRACT PARTICIPATION

JNTERIM
L, 7hls8
2.87217
3.k9776
0. 74053
2,91362
3.95482
b bhgs)
5.17710
%.65950
3.92591
0.53833
1.74588
1.60080

0.18926

FINAL

L,22753
3.57L19
2.19813
0.50345
2.07245
3.40836
3.69730
L,51867
4,534
}4,25913
0.6019k4
1.65497

1.59075

0.16950

PART XXIV

TRACT

1411
15-11
5-12
5-13
1-1k
2-1k
3-14
6-1k
7-1k
8-14
9-1L
10-1k

11-1k

TRACT PARTICIPATION

INTERIM —FINAL
1.02484 0.60393
7.300k9 9.k2kks
2.19585 1.83004
3.13178 . 2.37288
2.67472 2.13603
L. 81221 | 4,26957
3.541431 L.136LY
3.82719 3.85203
h,376k2 5.02515
8.148123 10!31383
6.051k0 6.18710
6.89570 7.90708
L, 80294 4.93059
100.00000 100.00000




