PROPOSAL FOR UNITIZED OPERATIONS

INTRODUCTION

The applicants proposé to unitize a portion of the Routledge Field to form 2

single unit. The proposed area consists of 108 wells on 40 acre spacing. The
primary purpose for unitizing this area is to permit the consolidation of producing
facilities. Consolidation will result in a lower economic producing limit than

is attainable for the area under the currently existing competitive producing
operations. The lower economic producing 1imit will result in an increased ulti-

mate recovery.

From volumetric caleculations that considered the penetrated pay sections at iodi-
vidual wells, it is estimated that the original oil-in~place was 60,000,000 barrels.
The indicated ultimate primary recovery from the area under competitive operations
is 12,000,000 barrels for a recovery factor of 20,0%. 1t is estimated that under
unitized operations the ultimate recovery will be increased by 4,000,000 barrels

to 16,000,000 barrels to realize a recovery factor of 26.7%. The incremental
recoverable oil is due primarily to the lowering of the operating economic limit

by the consolidation of producing facilities, and partially due to the greater

operational flexibility permitted under unitized operation.

Appendix T contains summaries of considerations that entered into the decision

to request permission to unitize for operational purposes.

Appendix 11 presents the details on the operations to be conducted in the pro~

posed Unit area.
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Unitization of the area under application would enable all interests in the area
to be merged so that this portion of the reservoir may be operated as a single
property. Improved recovery efficiency through reduced operating expenditures

can be realized under Unit operation.,

Unitization will permit the commingling of production without regard to lines
of property demarcation, This is a flexibility in operation that is both
desirable for efficient operation and necessary for the comsolidation of producing

facilities,

Additional production will be obtained from the area as a result of unitization.
A fair and equitable basis for the sharing of this additional production must be
provided. It is the applicants' contention that the basis proposed for partici-

pation is both fair and equitable,

The proposed Unit boundary encompasses most of the producing wells and wells cap-
able of production that are in the Routledge Field (See Figure 1). The Unit boun-
dary in the southeastern corner is created by the presence of abandoned wells
which form a natural separation from nearby production. The rest of the boundary
is such that it includes all wells that have produced oil in economic quantities
and are desirable for unitized operations. Abandoned wells within the outer

boundary of the Unit have been excluded zs window acreage.

1f future development indicates that any lands currently excluded from the pro-
posed Unit area should be included, this inclusion can be accommodated by Unit
enlargement. Under Section 76 of the Mines Act, the Board may, at any time, hold

a further hearing to consider the admission of these or any lands to the Unit area.
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APPENDIX I

INVESTIGATION OF THE FEASIBILITY OF UNITIZATION

1'

INTRODUCTION

The majority of the wells in the proposed Routledge Unit No, 1 area were
drilled during the period 1955 to 1959, inclusive. The most recent
producer was placed on production during 1967. Most of the wells in the
proposed area did not fully penetrate the entire oil pay section, (See

Figure 1 for a map of the proposed Unit area.)

GEOLOGY

The Routledge Field lies on the northeast flank of the Williston Basin
southeast of the Town of Virden., The field is basically a stratigraphic
trap in the Mississippian but the eastern margin is controlled by a sharp
structural drop thought to be due to solution of the Prairie Evaporite

salt to the east and collapse of the overlying beds.

The reservoir rocks are part of the Lodgepole Formation of Lower Missis-
sippian age and are underlain by Ordovician, Silurian and Devonian sediments.
The overlying deposits are Jurassic and Cretaceous sediments and glacial
drift. The reservoir rocks are mainly clastic limestones subdivided by

thin interbeds of argillaceous limestonme. The Lodgepole Formation has

been subdivided into three members: the Scallion Member; the Virden

Member and the Whitewater Lake Member in ascending order.

The Scallion Member is predominantly a finely crystalline cherty lime~-
stone conformable with the underlying Bakken Formation and is approximately

200 feet thick within the field area.
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The Lower Virden Member consists mainly of oolitic limestones inter-
bedded with argillaceous limestone or calcareous shale, hence its common
name, the Oolitic Zone. These oolite bands are cyclic in nature and total
four in the area, the Fourth, Third, Second and First Oolites in ascen-
ding order, Overlying the Oolitic Zone are argillaceous limestones and

shales,

The Upper Virden Member is a bioclastic limestone of mainly crinoidal
debris. It is sometimes crystalline and is generally known as the "Crinoids"

or "Crinoidal."

The overlying Whitewater Lake Member is generally dolomitized within the
field and the rocks up to the top of the Lodgepole Formation are variably
argillaceous, dolomitic and anhydritic. It is porous over only a small

part of the area.

WATERFLOOD CONSIDERATIONS

The feasibility of a waterflood scheme in the area was considered. The
wells in most of the proposed Unit area produce with a water cut in excess
of 807 (see Figure 3). Only very small scattered portions of the proposed
Unit area produce with water cuts lower than 60%. A subsurface pressure
survey conducted during 1969 indicates the presence of a reasonably high
reservoir pressure, in most instances within 100 psi of the initial pres~-
sure (see Figure 4)., The pressure decline to date is much slower than in

other fields in the area.

Based on the presence of high water cut production and high reservoir

pressures, it was concluded that the reservoir within the bounds of the



proposed Unit is operating under an active natural waterdrive mechanism.
Some indication of the rate of natural water encroachment can be obtained
from a comparison of the location of similar water cut contours on Fi-

gures 3, 5, and 6.

Based on the high current water production and on the presence of a reason~
ably high reservoir pressure in the area, the necessity for, and the eco-
nomic feasibility of a waterflood scheme, as such, in this area, now or

in the future, is at best doubtful, Consideration will, however, be

given to the disposal of produced water into judiciously chosen disposal

wells.

ORIGINAL OIL-IN-PLACE

An attempt was made to establish the amount of oll that was in place in
the proposed Unit area originally, Very few wells penetrated the entire
pay section. Logs and core analyses were, in many instances, of poor
quality or incomplete for satisfactory interpretation. Because of these
factors, a pay isopach showing only the estimated penetrated pay was pre~

pared, The total pay isopach is presented as Figure 2,

Table 1 presents a summary of average reservoir parameters for the producing
horizon in the proposed Unit area. These parameters were obtained from
interpretation of logs, PVI analyses, core analyses and other miscellaneous
sources, Employing this data, the calculated original oil-in-place was

established to be 60,000,000 barrels,



TABLE I

SUMMARY OF RESERVOIR PARAMETERS
PROPOSED ROQUTLEDGE UNIT NO, 1

Est, Surface Area (Acres)

Est. Average Pay Thickness (Ft.)

Est. Reservoir Rock Volume (Ac.-Ft.)

Est. Average Porosity (%)

Est. Average Water Saturation (%)

Est. Average Initial Oil Saturation (%)
Formation Volume Factor (Res. Bbls./S.T.B.)
Est. Original Oil-in-place (Bbls,/Ac.-Ft.)

Est. Original Oil-in-place (Barrels)

Total Est. Recovery Under Competitive Operations
RECOVERY FACTOR
Total Est, Recovery With Unit Operation

RECOVERY FACTOR

4,320
28
121,000
12.3

45

55

1.06
495

60,000,000

12,000,000
20%
16,000,000

26.7



5. ULTIMATE RECOVERY

(a) Competitive Operations

The production history in the proposed Unit area is such that an
extrapolation of water cut versus cumulative oil production plot

to a limiting water cut yields a reasonable estimate of the ultimate
recoverable oil for a particular tract or group of tracts. Figures 7,
8, 9, 10, and 11 present such plots by Working Interest Owner within

the proposed Unit area.

For consistency it was assumed that, under competitive operations,
each Working Interest Owner would produce his group of tracts to a

production rate that cut 95% water.

The sum of the ultimate oil producible under competitive operations,

as shown by Figures 7 to ll, inclusive, is 12,000,000 barrels.

(b) Unitized Operations

As discussed above, it is possible to estimate the ultimate recoverable
0il from a plot of water cut versus cumulative oil produced, Figure

12 presents such a plot for all wells in the proposed Unit area.

It was assumed that, due to consolidated production facilities, it
was feasible to produce economically to a production rate that cuts
98% water. The extrapolation of this plot to 98% yields an ultimate

recoverable oil production of 16,000,000 barrels.

It is thus anticipated that an incremental 4,000,000 barrels of oil



will be made recoversble by unitizing the proposed area.

A production forecast for the area under unitized operations, as well

as on a competitive operation basis, is shown on Figure 13,



APPENDIX TT

A. DETAILS OF OPERATIONS TO BE CONDUCTED IN THE PROPOSED UNIT AREA

1. CONSOLIDATION OF PRODUCING FACILITIES AND SALT WATER DISPOSAL SYSTEM

The basic objective in the proposed scheme is to recover the greatest
amount of oil economically. The economics in this case are generated by
reduced operating costs through the consolidation of producing facilities,
The producing facilities can be consolidated conveniently only after the

area has been unitized.

An extensive consolidation program is planned for the area, such that all
the production will be handled at four batteries. There are currently 22

batteries in the aresa.

The four battery locations, their anticipated fluid volumes upon unitization,

and the location of each battery's salt water disposal facility are as

follows:

Battery Fluid Volumes (Bbls./Day) Disposal Well

Location Qil Water Location

1-16-9-25 540 3,360 8-16-9-25

4-20-9-25 260 2,680 16-17-9-25

B-21-9-25 310 1,060 16-17-9-25

10-28-9-25 380 2,000 16~17-9-25 and/or
5=33-9=25

1,490 9,100

Each battery will be tied into one or more salt water disposal facilities,
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It is anticipated that, eventually, water production will exceed 11,500 bbls,

per day by 1975,

Figure 14 shows the batteries and salt water disposal facilities and the

producing wells that will be served by each.

CAPITAL COST ESTIMATES

The following is an estimate of the capital expenditures involved on con-

solidating the producing facilities into the four batteries as shown:

Battery 1-16-9-25 $ 48,000
Battery 4-20~9-25 9,000
Battery B8-21-9-25 19,000
Battery 10-28-9-25 34,000

Total $110,000

HIGH VOLUME FLUID WITHDRAWALS

It is anticipated that, with consolidation of producing facilities and

the provision of adequate produced water disposal facilities, it will
become feasible to institute several high volume withdrawal projects in

the proposed Unit area. In some of these projects it may be desirable to
reach production rates that exceed the current maximum permissible rate of
production. In other instances the projects may be feasible without ex-
ceeding existing production restrictions. The details on these projects
will not be available until closer scrutiny of well production characteris-
tics can be obtained under Unit operations. The cost estimates above do

not include provisions for the high volume projects.
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PLAN FOR UNIT OPERATION
GOVERNING THE UNITLZED MANAGEMENT
OPERATION AND FURTHER DEVELOPMENT OF
ROUTLEDGE UNIT NO. 1

PART 1
INTERPRETATT ON
References to 1.01 This Plan shall be construed with reference to "The
terms and expres-
sions Interpretation Act' and the terms and interpretation
of "Phe Mines Act" and regulations thereunder.
Definitions 1.02 In this Plan unless the context otherwise requires:
"Accounting (a) "Accounting Procedure" means the rules, provisions
Procedure"
and conditions set forth in Part XXVI hereof;
"Common Account" (b) "Common Account' means the account set up and
maintained by Unit Operator on behalf of the Work-
ing Interest Owners as provided in Part VIII hereof;
"Conservation (¢) '“"Conservation Board" or '"Board" means The 0il and
Board"
Natural Gas Conservation Board;
"sffective Date" (d) "Effective Date'" means the hour of seven o'clock
in the forenoon, Central Standard Time, on the
first day of
"Gas" (e) "Gas" means natural gas both before and after it
has been subjected to any processing and includes
all fluid hydrocarbons notﬁdefined as Oil;
"Investment (f) "Investment Account'” means the account set up and
Account'

maintained by Unit Operator on behalf of the Work-

ing Interest Qwners as provided in Part X hereof;



".egses"

IIOilll

"Operating
Committee"

"OQutside
Substances"

"Participating
Interest"

"Royalty Owner"

(g)

(h)

(1)

(3}

(k)

(1)

"Leases" means severally and collectively the
petroleum and natural gas leases, petroleum leases,
natural gas leases, subleases, agreements to grant

a lease and any other agreements whether similar or
dissimilar to the foregoing covering the lands des-
cribed in Part XXII hereof;

"0il" means crude oil and all other hydrocarbons
regardless of gravity, that are or can be recovered in
liquid form from a pool through a well by ordinary
production methods;

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

"Outside Substances' means all substances obtained
from any sources other than the Unitized Strata

for injection into the Unitized Strata;
"Participating Interest' means with raspect to each
Working Interest Owner the sum of the products ob-
tained by multiplying its respective working interest
in each Tract by the respective Tract Participation
of each such Tract;

"Royalty Owner'" means a person, other than a Worke
ing Interest Owner, who has any interest in a

right to receive a portion of the Unitized Substances
or a portion of the proceeds from the sale thereof,

including a reversionary interest, a royalty inter-



"galt Water
Disposal Well"

"gpacing Unit"

"stock Tank
Barrel"

"Tract"

"rract Partici-
pation"

"Unit Area"

(m)

(n)

(o)

(p)

(q)

(r)

est reserved to the lessors named in any Lease, and
any overriding royalty interest, or an interest in
a payment under, or encumbrance on, a Lease that
does not carry with it the right to search for or
produce the Unitized Substances;

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

“"Spacing Unit" means the area allocated by any gov-
ernmental body having jurisdiction with respect
thereto for each well drilled for the purpose of
producing 0il and Gas from the Unitized Strata;

"a Stock Tank Barrel' means 34.972§'Canadian gallons
at sixty (600) degrees Fahrenheit;

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

"rract Participation" means the percentage set forth
for each Tract in Part XXIV hereof.

"Unit Area" means and comprises the lands set forth
and described in Part XXII hereof and included with-
in the boundaries of the solid black outline on the
map shown in Part XXIII hereof, insofar as these
lands relate to the Unitized Strata, excepting, how-
aver, those landg/ if any shown cross-hatched in

Part XXIII hereéf;



"Unit Facilities" (s)

"Unit Operated (t)
Wells™”

"Unit Operator! (u)
"Unitized Strata" (v)

"Unit Facilities" means all tangible property of
every kind, nature and description (excepting
Unitized Substances, Unit Operated Wells, rental
equipment and Unit Operator's exclusively owned
equipment) in the possession of Unit Operator here-
under acquired from a Working Interest Owmer pursuant
to the provisions of Part X hereof, together with all
facilities and equipment purchased, constructed or
acquired by Unit Operator pursuant hereto;

"mit Operated Wells"” means all wells (including
wells drilled for the production of Unitized Sub-
stances, wells drilled for the purpose of producing
water only, wells drilled for the purpose of water
disposal and wells drilled for the purpose of pres-
sure maintenance operations or secondary recovery
operations) in the possession of Unit Operator
hereunder, whether acquired from a Working Interest
Ownier or drilled by Unit Operator pursuant to the
terms hereof, but excluding Unit Facilities in and

on the said wells;

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

"Unitized Strata" means the Whitewater Lake, the



"“Unitized
Substances"

Hell"

(w)

(x)

Virden, and the Scallion members of the Lodgepole
Formation of Mississippian age underlying the lands
described in Part XXII hereof, as these are shown on
that portion of the electrical log of Samedan West
Routledgi/13-11-9-25 well in Legal Subdivision
Thirteen (13) of Section Eleven (1l1), Township Nine
(9), Range Twenty-five (25), West of the First (W.lst)
Meridian, in the Province of Manitoba in the interval
1,955 feet and 2,308 feet as measured from the Kelly
Bushing. The Whitewater member consists of submem-
bers sometimes known as the Maples and the Upper
Virden Shale. The Virden member consists of submem-
bers sometimes known as the Crinoidal, Lower Virden
Shale, Sandhill and four Oolites. The Scallion mem
ber is sometimes known as the Cherty Zone and some-
times includes a basal share unit known as the
Routledge Shale.

"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 has
been drilled to the Whitewater Lake, the Virden or
the Scallion members of the Lodgepole Formation of
Mississippian age for the production of 0il and Gas
which at some time since such drilling has produced

a minimum of three (3) barrels of 0il per day for at



"Jorking Iaterest
Owner"

Unit Name

QOperation as
a Unit

(y)

least one month's duration;

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

ship in fee simple or from a Lease.

PART 11

UNIT OPERATION

2.01 The name of the Unit shall be "Routledge Unit No. 1"

2.02

(hereinafter sometimes called the '"Unit™).

On and after the Effective Date, the respective int-
erests of the Working Interest Owners and Royalty
Owners, in and to the Unit Area, the Unitized Strata
and the Unitized Substances, shall be unitized for the
purposes of carrying out in the Unit Area and the
Unitized Strata any and all operations which may at
any time and from time to time be deemed necessary

or advisable by the Operating Committee for the pur-
pose of preventing waste, obtaining ultimately the
greatest possible recovery of the Unitized Substances
and accomplishing the more efficient and more econom-

ical development and production of the Unitized Sub-



Effect of Unit
Operation

Amendment of
Leases

Continuation
of Leases

stances under prudent and proper operations and prac-
tices to the end that all operations for drilling and
producing and all other operations in the Unitized
Strata may be conducted without regard to the separate
Leases or boundary lines of separate Tracts within

the Unit Area and as though the Unitized Strata were
covered by a single Lease subject to all the terms

and conditions hereof.

2.03 Without limiting its general effect, the unitization

(a)

(b)

shall have the following specific effects:

On and after the Effective Date, the terms and pro-
visions of the Leases are hereby amended to the 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 Unitized
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 operatioms or
production shall operate to continue in force and
effect each Lease as if such operations had been con-
ducted and a Well had been drilled on and was produc-
ing from each Spacing Unit or portion thereof covered

by each Lease.



Authority for
Qperations

Royalty Owmers

Not Obliged to

Pay Unitization
Costs, etc,

2.04 The Working Interest Owners are hereby collectively

2.05

authorized to develop and operate the Unitized Strata
without regard to the separate Leases or the bounda.y
lines of separate Tracts within the Unit Area, and €.
drill, use and produce such wells as the Operating
Committee deems advantagecus to operations on or pro-
duction from the Unitized Strata, to abandon such wells
as they deem unnecessary and in general to do all
other things that the Operating Committee deems advis-
able for the purpose of accomplishing the most effic-
ient and most economical development and operation of
the Unitized Strata. Without limiting the generality
of the foregoing, the Working Interest Owners are
hereb thori gubjgaf

y author ze/qto inject 0il, Gas, water, or other
substances, or any combination of them into the
Unitized Strata and from time to time to convert and
use as injection wells any Well now drilled or here-
after drilled into the Unitized Strata.
Nothing contained in this Plan shall be construed as
imposing upon any Royalty Owner amy obligation to
pay for any of the expenses of the unitizatiom here-
in provided for or for any of the costs and expenses
incurred in operations hereunder unless such Royalty
Owner is obligated to pay for same by the terms of

any Lease.



Tract
Participation

Determination of
Tract Participa-
tion

3.01

3.02

(a)

(b)

PART 111

TRACT PARTICIPATION

The Tract Participation of each Tract is shown in

Part XXIV hereof.

The Tract Participation for each Tract is the sum

of the following factors:

A current production factor. Such factor is that

number expressed as a percentage arrived at by

dividing the oil production of each Tract during the

interval June 1, 1968 to November 30, 1968, both days

inclusive, by the 0il production for all Tracts during

the same interval, and multiplying by seventy-five

one hundredths (75/100) and;

An average monthly 0il production factor penalized

for water production., Such factor is arrived at by:

i) determining average monthly 0il production of
the Tract by dividing its cumulative 0il produc-
tion fﬂrg&#‘ﬁ'&ﬁxber 30, 1968 by the number of
calendar months since the Well on such Tract
first went on productiom, PROVIDED, THAT the
first calendar month shall not be counted as such
unless the 0il production from the Well on any
such Tract for the first calendar month was
greater than one-half (1/2) of the oil produc-

tion from such Well for the next succeeding



ii)

i1ii)

iv)

month;

calculating a fracticnal water cut for the
Tract by dividing the water production for the
interval set out in paragraph (a) hereof by the
sum of its water and 0il production for the same
period, PROVIDED, THAT, with respect to those
Tracts which did not produce during the interval
referred to, the fractional water cut shall be
calculated by dividing the water production for
each such Tract during the consecutive gix (6)
month period that ends with the last recorded
production by the sum of such Tract's water and
0il production for the said period;

multiplying the average monthly 0il production
for the Tract obtained in sub-paragraph (i) here-
of by the fraction one minus the water cut app-
ropriate to the Tract as determined in sub-para-
graph (ii) hereof;

dividing the product obtained in sub-paragraph
(iii) hereof by the sum of all the products ob-
tained in sub-paragraph (iii) hereof for all

the Tracts and multiplying by twenty-five one

hundredths (25/100).

Tract Partici- 3.03 The total of the Tract Participations for all Tracts

pations Equal

100% shall at all times equal one hundred percent (100%).

- 10 -



Part II1
Explanatory

Allocation to
Tracts

Delivery of
thitized
Substances
in Kind

3,04 This Part III is explanatory and the Tract Participa-

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

tly made in accordance with this Part III.

PART IV

ALLOCATION OF PRODUCTION

4.01

4.02

All Unitized Substances produced and saved shall be
apportioned among and allocated to the several Tracts
in accordance with their respective Tract Participa-
tions. The amount of Unitized Substances so allocated
to each Tract, and only that amount, regardless of
whether it be more or less than the amount of the
actual production of Unitized Substances from the
Well or Wells, if any, on such Tract, shall for all
intents, uses and purposes, be deemed to have been
produced from such Tract.

The Working Interest Owners entitled to the Unitized
Substances allocated to each Tract shall have the
right to take such Unitized Substances in kind. Such
Working Interest Owners shall have the right to con-
struct, maintain and operate within the Unit Area all
necessary 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

- 11 -



reason of the delivery in kind of any portion of the
Unitized Substances shall be borne by the Working
Interest Owner receiving the same.
Distribution 4,03 The Unitized Substances allocated to each Tract shall
Within Tracts
be distributed by the Working Interest Owners of such
Tract among, or accounted for it,/the persons entitled
to share in the production from such Tract in the
manner provided for in the Lease covering such Tract.
The Royalty Owners shall accept royalty calculated
on the allocated production in full settlement, sat-
isfaction and discharge of the obligation of any
Working Interest Owner to make royalty payments on
Unitized Substances under their respective Leases.
Failure to 4.04 To the extent that any Working Interest Owner entitled
Take in Kind
to take and receive in kind any portion of the Unit-
ized Substances shall fall to take or otherwise ade-
quately dispose of the same currently as and when
produced, then so long as such conditions continue,
Unit Operator, as agent and for the account and at
the expense of such Working Interest Owner may, and
upon the instructions of the Operating Committee
shall, in order to avoid curtailing the operation of
the Unitized Strata, dispose of such production and
the account of such Working Interest Owner shall be

credited therewith as having received the game., The



Over-production

4.05

(a)

proceeds of the sale of the Unitized Substances so
disposed of by Unit Operator shall be paid to the
Working Interest Owner entitled thereto. The auth-
ority of the Unit Operator to enter into contracts
for the sale of such production shall be limited to
contracts that are limited in time to the minimum
needs of the industry and in any event not exceed-
ing one (1) year. Any Working Interest Owner not
taking in kind may revoke at will Unit Operator's
authority hereunder by notice in writing to Unit
Operator and by taking in kind all of its share of

production not previously contracted for sale.

A proper and timely gauge shall be made of all tanks
delivered to Unit Operator to ascertain the amount
of 011 in such tanks as of the Effective Date. If
any Wells producing into such tanks have made more
than their cumulative production allowable as set

by the Conservation Board, the amount of such over-
production of 0il then in such tanks which has been
produced from the Whitewater Lake, the Virden or the
Scallion members of the Lodgepole Formation of Miss-
issipplan age shall be deemed to be Unitized Sub-
stances. Except as aforesaid the 0il in such tanks

shall remain and be at the risk of and be the pro-

- 13 -



(b)

perty 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 Quner,
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 prevail-
ing wellhead price, and the proceeds thereof shall be
paid by the purchaser directly to such Working Int-~
erest Owner,.

If any production in excess of the cumulative pro-
duction allowable of any Tract as of the Effective
Date was sold prior to the Effective Date, the Unit
Operator during the month or months next following
the Effective Date shall withhold from the Unitized
Substances which, except for the provisions of this
sub-paragraph, would have been allocated to a Tract
or Tracts from which the 01l sold was produced in
excess of the cumulative production allowable, an
amount equal to such excess production on the Effec-
tive Date, and the amount or amounts so withheld
shall be re-allocated to all of the Tracts in pro-
portion to their respective Tract Participations.
Such withholding and re-allocation shall be continued
until the full amount of any such excess production

in respect to any Tract or Tracts has been withheld

. 14 -



Royalty on Out-
side Substances

Use of Unitized
Substances

(e)

4.06

4,07

and re-allocated.

No allowance shall be made to any interested person
for any under-production of 01l from its Wells prior
to the Effective Date.

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

The Working Interest Owners may use as much of the
Unitized Substances (excluding 0il) as they deem
necessary for the operation and development of the
Unitized Strata, including, but not limited to,
their injection into the Unitized Strata and im the
operation of any plant or plants handling Unitized
Substances. No royalty or other payment shall be
payable in respect thereto or in respect to Unitized
Substances unavoidably lost. Such Unitized Substances
so used, injected or lost shall be excluded in alloc-

ating production.

- 15 -



PART V

ORGANLZATION OF THE OPERATING COMMITTEE

Operating 5.01
Committee

Repregsentatives 5.02
on the Operating
Committee

3
Organization 5.03
Meeting of the (a)
Operating
Committee

There is hereby created an Operating Committee which
shall be composed of one (1) representative of each
Working Interest Owner designated as hereinafter pro-
vided.

Each Working Interest Owner shall, at least temn (10)
days prior to the Effective Date, designate by notice
in writing to the Chairman of the Conservation Board
the name and address of its representative on the
Operating Committee and shall further designate an
alternate representative, or alternate representatives
on the Operating Committee who, in the absence of the
designated representative, shall have the rights and
powers of such representative. In the event any Work-
ing Interest Owner falls to designate a representative
on the Operating Committee as aforesald the Chairman
of the Conservation Board shall designate the Working
Interest Owner himself as such representative or in

the case of a Working Interest Owner that is not a

natural person shall designate any member or officer
B s S

of such Working Interest Owner as such representative.

The Chairman of the Conservation Board shall, at least

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

- 16 =



Change of
Representative

(b)

(c)

5.04

representative of a Working Interest Owmer to act as
chairman pro tem of the organization meeting of the
Operating Committee and shall forthwith forward the
name and address of each Working Interest Owner's re-
presentative, or alternate representative, or alter-
nate representatives, to the person so selected.

The chairman pro tem of the Operating Committee shall
call and hold an organization meeting of the Operating
Committee prior to the Effective Date.

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

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

designating one (1) member on the Operating Committee

- 17 -



Voting Interest

Meetings

Voting by
Telegram, etc.

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.

5.05 Each member of the Operating Committee, in voting on
all matters coming before the Operating Committee,
shall have a voting interest equal to the Participa-
ting Interest of the Working Interest Owner repre-
sented.

5.06 The Operating Committee shall meet on the call of
Unit Operator, or at the request of a representative
of any Working Interest Owner. Unit Operator shall
notify all members of the Operating Committee in
writing at least ten (10) days in advance of any
meeting of the time and place of the proposed meet-
ing, and of the specific matters affecting unit oper-
ations 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 Inter-
est Owner ig represented thereat and agrees that
such further matters may be voted upon.

5.07 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 Opera-
tor prior to the hour fixed for the meeting, on any

question presented thereat of which it has been

- 18 ~-



Polls

Minutes of
Proceedings

5.08

5.09

notified. Members so voting shall be considered
present as regards such matters on which they so
vote, but not for other purposes.

Any question within the province of the Operating
Committee to decide may be determined in the absence
of a formal meeting by a poll of all of the individ-
ual representatives. If such poll is taken it shall
be conducted by the Unit Operator, either by letter
or telegram, and he shall keep a written record of
the results and report the results thereof to the
Working Interest Owners within a reasonable time,
either by notice in writing to each of them, or by
report to them at the next meeting. The voting in-
terests necessary to act upon and determine matters
or questions submitted by letter or telegram shall

be the same as otherwise herein provided for. Any
vote so made shall be made within not less then fif-
teen (15) days of the giving of such notice, PROVIDED,
THAT, any failure to vote within the stipulated time,
shall be considered as an affirmative vote,

Unit Operator shall keep minutes of the proceedings
of each meeting of the Operating Committee and a copy
thereof shall be forwarded to each member thereof.
Such minutes need not be a verbatim record of all the

proceedings, but shall show the names of the represen-



Voting

Quorum

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

telegram ballot since the date of the last meeting.

PART VI

POWERS AND DUTIES OF
THE OPERATING COMMITTEE

6.0l The Working Interest Owners acting through the Oper-

6,02

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

such vote shall be binding on all Working Interest
Owners, PROVIDED, HOWEVER, that any abstention or
other failure to vote shall be considered as an affir-
mative wvote.

At any meeting of the Operating Committee a quorum
shall consist of the representatives personally pre-
sent of not less than two (2) of the Working Interest

Owners having, in the aggregate, seventy-five percent

- 20 -



Rights Granted 6.03
the Operating
Committee

(a)

(b)

(c)

(d)

(75%) or more of the total Participating Interest.
All rights, powers, privileges and duties here-
under not specifically delegated to Unit Operator

or reserved to the individual Working Interest
Owners are hereby granted collectively to the Oper-
ating 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 oper-
ations for the production of Unitized Substances;

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

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

To appoint an Audit Committee to represent all Work-
ing Interest Owners to arrangfproper annual audits
of the accounts of Unit Operator with respect to the
operation and development of the Unit Area, approve
or disapprove the same and make available to the

Working Interest Owners the results of such audit;
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(e)

(£)

(g)

(h)

(i)

(1

To fill any vacancy occurring in the position of Unit
Operator, PROVIDED, THAT no Unit Operator shall vote
to succeed itself in the position of Unit Operator;

To represent, or detemmine who shall represent, the
Working Interest Owners before any governmental body
having jurisdiction with respect to matters pertaining
to wnit operations, PROVIDED, HOWEVER, that this shall
never be construed as authorization to speak on behalf
of any Working Interest Owner dissenting from the
views to be expressed or to prevent any Working Int-
erest Owner from presenting its own view on such
matters;

To appoint and grant powers to such committees as

they may deem proper and requisite;

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

To approve the method of disposal of surplus Major
tlaterial;

To amend Part XXVI hereof from time to time whether

in whole or in part, PROVIDED, THAT, no amendment
increasing the charges to be made by Unit Operator
under Section 26.07 (k) hereof shall become effec~
tive until the approval of the Conservation Board to

such increase in charges has been obtained.
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PART Vil

POWERS AND DUTIES OF

UNLT OPERATOR AND CHANGE OF UNIT OPERATOR

Powers and 7.01 Unit Operator shall, subject to the provisions here-

Duties

(a)

(v)

(¢

of and orders given or imposed by the Operating Com-
mittee as herein provided:

Have exclusive charge, management and control of

the development, operation and production of the
Unitized Strata, and shall have the right and duty
to conduct all operations in connection therewith
including, but not limited to the following; the
drilling, operating, maintaining, repairing, sus-
pension and abandonment of zll Unit Operated Wells
vhether for production, injection or water supply,
including wells drilled after the date hereof and
wells taken over under the provisions hereof; and
the installation, construction and operation of

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 gpecific instructions from the
Operating Committee shall have the right and duty to
act in accordance with what a prudent operator would
do under the same or similar circumstances;

Keep true and correct books, accounts and records of
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Hiring of
Employees

Letting of
Contracts

C)

(e)

7.02

7.03

its operations hereunder, and shall furnish to each
Working Interest Owner, on or before the fifteenth
(15th) day of each month, a statement of the amount
of production from the Unitized Strata, sales and
inventory during the preceding calendar month;

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

Unit Operator shall let all contracts for the dril-

ling, reworking, deepening, plugging back of, or

- 24 -



other operatioms in connection with any Unit Operated
Jell on a competitive basis at the usual rates and
terms prevailing in the area, PROVIDED, ROWEVER,

that Unit Operator shall have the right to use its
own equipment in carrying out such drilling, re-
working, deepening, plugging back of, or other

operations in connection with any Unit Operated Well.

Unit Operator's 7.04 In addition to any expenditures which Unit Operator
Authority for
Expenditures is specifically authorized to make, Unit Operator is

authorized to make an expenditure not in excess of
Five Thousand Dollars (55,000.00) in respect of any
single undertaking without the approval of the
Operating Committee. Unit Operator may, without
approval of the Operating Committee, take such
action and make such expenditures for the Common
Account as it may deem necessary in order to protect
1ife or property. Within ten (10) days after taking
any such action or making such expenditures, Unit
Operator shall advise the Operating Committee of

such action and expenditures.

Unit Qperator 7.05 Unit Operator shall continue to have all the rights,
to Have Rights
of Working duties and liabilities of a Working Interest Owner

Interest Owmers
in addition to its rights, duties and liabilities

as tnit Operator as long as it continues to own a

working interest in the Unit Area.
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Change of 7.06 Unit Operator:

Operator

(a)

(b)

(c)

Release from 7.07
Duties

Shall forthwith cease to act as Unit Operator in the
event it should become bankrupt or insolvent, or
make any general assignment for the benefit of
creditors;

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

May resign at any time upon one hundred and eighty
(180) days' written notice to the Operating Committee

s ad row
and to the ;?h.

In the evggt of a removal or resignation of Unit
Operator pursuant to paragraphs (b) or (c) of
Section 7.06, Unit Operator shall be released from
its duties and obligations hereunder at the hour

of seven o'clock in the foremoon, Central Standard
Time on the first day of the calendar month follow-
ing the expiration of one hundred and eighty (180)
days from the date of delivery of notice of such
removal or resignation, or such earlier date as a
successor Unit Operator shall have been designated by

the Operating Committee, and shall have assumed the

duties of Unit Operator.
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Surrender of
Operating Rights

Selection of
Successor Unit
Operator

7.08 At the effective time of the release from its

duties of any Unit Operator, or upon the selection
of a successor Unit Operator, the preceding Unit
Operator shall surrender possession of, and deliver
to, the successor Unit Operator the exclusive charge,
management and control of the development, operation
and production of the Unitized Strata and all Unit
Operated Wells, Unit Facilities, common funds in the
possession of Unit Operator and all production, if
any, which has not theretofore been delivered in
kind, or sold, copies of all pertinent books of
account and records of the unit operations and all
documents, agreements and other papers relating
thereto. Upon the transfer and delivery thereof,
the preceding Unit Operator shall be released and
digcharged from and the successor Unit Operator
shall assume all duties and obligations of Unit
Operator hereunder except the unsatisfied duties

and obligations of the preceding Unit Operator ac-
crued prior to the effective time of the change of
Unit Operator and for which the preceding Unit Oper-
ator shall, notwithstanding its release or discharge,

continue to remain liable.

ev

7.09 Forthwith upon the removal of resignation of Unit

Operator, or at any time when there is no Unit Oper-
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Audit

Common Account

Chuarges to
Common Account

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

The Operating Committee shall cause an audit of

the accounts of the preceding Unit Operator with res-
pect to the operation and development of the Unit
Area to be made forthwith to the effective time of

the appointment of a successor Unit Operator.

PART VIII

EXPENDITURES AND LIABILITIES

8.01

8.02

Unit Operator shall set up a Common Account on behalf
of the Working Interest Owners for all costs and ex-
penses incurred by it and all monies received by it
in connection with the development and operation of
the Unit and all of the said costs and expenses shall
be charged, and all of the said monies shall be cre-
dited to the Working Interest Owners in accordance
with the provisions hereof.

Subject to the other provisions hereof, all costs,
expenses and liabilities, whether contractual or
tortious, incurred by Unit Operator on account of

the operations hereunder shall be for the Common

Account and shall be borne by the Working Interest
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Init Operator
to Hake Iaitial
Payment

8.03

Owners in proportion to their respective Participa-
ting Interests.

For the purposes of thig Plan capital expendi-
tures shall be as determined by the Operating Com-
mittee,

Unit Operator shall initially pay and discharge all
costs and expenses incurred in the operations here-
umder, Unit Operator shall bill each Working Interest
Ouner for its share of zll costs and expenses and
each Working Interest Owner shall reimburse Unit Oper-
ator for its share of such costs and expenses in
accordance with the provisions of Part XXVI hereof.
Each Working Interest Owner shall pay all such bills
within thirty (30) days after receipt thereof, and
should any Working Interest Owner fail to pay its
proportionate share of such costs and expenses within
the said thirty (30) day' period, the unpaid amount
shall, at Unit Operator’s discretion, bear interest

at a rate equivalent to the prime lending rate of
interest then quoted by the chartered bank used by
Unit Operator in Manitoba plus omne percent (1%) per
annum, such interest to be calculated from the end

of the said period until paid, and shall be for Unit
Operator's sole account, and Unit Operator shall

have the right at its option at any time thereafter,
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Annual Budget,
etec,

8.04

such default continuing, to enforce the lien herein-
after provided for upon the Egspective.interests of
such Working Interest Owner.
As soon as practicable after the Effective Date here-
of, Unit Operator shall prepare a budget of estimated
costs and expenses for the period from the Effective
Date to the 31lst day of December A.D, 1970 and on or
before the first day of each November after the
Effective Date shall prepare a budget of estimated
costs and expenses for the ensuing calendar year.
Such budget shall set forth the estimated costs and
expenses by quarterly periods. Budgets so prepared
shall be subject to adjustment and correction by the
Working Interest Qwners from time to time whenever it
shall appear that an adjustment or correction is pro-
per, PROVIDED, HOWEVER, that if Unit Operator's to-
tal expenditures for the year are within ten percent
(10%) of those costs and expenses approved in any
budget, such expenditures shall be considered as hav-
ing been approved. A copy of each such budget and
adjusted budget shall be promptly furnished each
Working Intrest Owner.

Approval of the budget by the Working Interest
Owners shall constitute authorization to the Unit Op-

erator to make the expenditures therein detailed.
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Advances to
Unit Operator
~ Capital Fund

8,05 Unit Operator, in lieu of advancing monies for the

capital expenditures of unit operations may, at its
election, require the Working Interest Owners to ad-
vance their respective proportionate share of such
capital expenditures by submitting to each Working
Interest Owner on or before the last day of each cal-~
endar month an estimate of such capital expenditures
for the succeeding calendar month based on an approved
budget of estimated costs and expenses or author ity
for expenditure together with a request for payment of
such proportionate share., Within fifteen {15) days
from the receipt of such request each Working Interest
Owner shall pay its proportionate share to Unit Oper-
ator. If any Working Interest Owner defaults in res-
pect to such request for payment, the same shall, at
Unit Operator's discretion, bear interest at a rate
equivalent to the prime lending rate of interest then
quoted by the chartered bank used by Unit Operator in
ilanitoba plus one percent (1%) per annum, such inter-
est to be calculated from the end of the said fifteen
(15) day' period until paid, which interest shall be
for the Unit Operator's sole account. The accounts
between the Working Interest Ouners shall be adjusted
to actual costs by Unit Operator in the monthly

statement following the month covered by the estimate.
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Advances to Unit 8.06 Unit Operator, in lieu of advancing monies for the

Operator - Oper-

ating Fund costs and expenses incurred in the maintenance and
operation of the Unit Area may, at its election, re-
quire the Working Interest Owners to advance their
respective proportionate share of such costs and ex-
penses by submitting to each Working Interest Owner
on or before the last day of any calendar month a
request for an operating fund equal to one-twelfth
(1/12th) of the expenses as approved in the annual
budget of estimated expenditures for the unit opera-
tion., Within thirty (30) days from the receipt of
such request, each Working Interest Owner shall pay
its proportionate share to Unit Operator. If any
Working Interest Owner defaults in respect of such
request for an operating fund, the same shall, at
Unit Operator's discretion, bear interest at a rate
equivalent to the prime lending rate of interest then
quoted by the chartered bank ugsed by Unit Operator in
Manitoba plus one percent (1%Z) per annum, such inter-
est to be calculated 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 es-
tablishment of this operating fund, which will be
separate from that required in Section 8.05 hereof,

and which shall at no time exceed one (1) month's
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Unit Operator's
Lien

8.07

estimated expenditures, each Working Interest Owner
shall remit to the Unit Operator its proportionate
share of each month's actual billing within thirty
(30) days of receipt, thus maintaining the operating
fund intact. The adequacy of the fund in relation to
current expenses will be reviewed annually or more
often upon request by a Working Interest Owner and
adjustments made as required.

Unit Operator shall, subject to sub-section (4) {k)
(1) (A) and (B) of Section 73 of "The Mines Act",
have a lien upon the interest of each Working Interest
Ovner in any unsold Unitized Substances, upon the pro-
ceeds of the sale of any Unitized Substances, and up-
on the interest of each Working Interest Owner in

the Unit Facilities and upon the title of each Work-
ing 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 Inter-
est Owner to pay its share of the costs and expenses
incurred hereunder when due, as provided herein, Unit
Operator shall be entitled at any time, and from time
to time, to collect and receive the proceeds of the
sale of all or any part of such Working Interest Ouwn-

er's share of the Unitized Substances, including the
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proceeds from previously executed sale contracts made
by or for such defaulting Working Interest Owner.

Unit Operator shall apply all such sums s0 collected
against the defaulting Working Interest Owner's unpaid
bills, the excess of such proceeds over the unpaid
bills, if any, to be paid to the Working Interest
Owner entitled thereto and all sums so applied shall
be consldered as received from such defaulting Work-
ing Interest Owner within the meaning of the provis-
jons contained in Section 8.08 hereof relating to con-
tributions by the other Working Interest Qumers to
Unit Operator in the case of default in payment when
due. Unit Operator may likewise take any other credit
due any such defaulting Working Interest Owner pur-
suant 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 construe
as exclusive remedies but shall be in addition to all
rights, privileges and remedies afforded Unit Operator
by other provisions hereof and by law. Service of a
true copy of this Plan shall constitute written auth-
orization on the part of such defsulting Working Int-
erest Owner for such purchaser to pay the proceeds
from such sale to Unit Operator during such default,

but such purchaser shall not be considered as having

- 34 -



Contributions

to Unit Operator
Upon Failure to
Collect Certain
Debts

8.08

been notified of such authorization prior to the time
of such service. Books and records kept by Unit Oper-
ator with respect to operations hereunder shall con-
stitute conclusive proof of the existence or non-
existence of any such default insofar as the right of
Unit Operator to collect proceeds from the sale of all
or any part of the defaulting Working Interest Ouner's
share of the Unitized Substances is concermed, subject,
however, to all rights of inspectiom, verification and
audit provided herein.

If Unit Operator shall not have received full reim-
bursement for any indebtedness that may become due and
payable by any Working Interest Ouwner to Unit Operator
after reasonable efforts by Unit Operator to obtain
such reimbursement, each of the Working Interest Ouwn-
ers, upon the request of Unit Operator, shall, unless
contrary to any then existing law, contribute to the
reimbursement of Unit Operator the portion of any such
unsatisfied amount equal to the portion that such Worlk -
ing Interest Owner's Participating Interest bears to
the total Participating Interests of all of the Work-
ing Interest Owners exclusive of the Participating
Interest of the defaulting Working Interest Owner; andl
thereupon, each Working Interest Cwner so contributin!;

shall be proportionately subrogated to Unit Operator's



Pre-unit
Expense

Commingling
of Funds

Responsibility
for Payments

rights and lien under Section 8,07 hereof.

8.09 Each Working Interest Owner shall pay a part of the
reasonable cost, as approved by the Operating Commit-
tee, of unitizing the Unit Area in proportion to its
Participating Interest hereunder.

8,10 No funds received by Unit Operator hereunder need be
segregated by Unit Operator or maintained by it as a

joint fund but may be commingled with its own funds.

PART IX

RESPONSIBILITY FOR PAYMENTS

9,01 Each Working Interest Owner shall pay or be responsi-
ble for the payment of and shall indemnify all other
Working Interesgt Owners, including Unit Operator,
against any liability for any Lease rentals, taxes
(excepting any taxes assessed on Unit Facilities
which shall be paid by Unit Operator and charged to
the Common Account), royalties, overriding royalties,
0il 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.
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Delivery of
Wells - Salt
Water Pisposal
Wells

Warranty

PART X

DELIVERY OF WELLS AND EQUIPMENT

10.01

10.02

INVESTMENT ACCOUNT

Each Working Interest Owner shall, as of the Effective
Date, contribute to the Working Interest Owners, act-
ing through Unit Operator, the exclusive use for all
purposes of all of its Salt Water Disposal Wells shown
listed in Part XXI hereof which, in the opinion of the
Operating Committee, are in bona fide use as of the
Effective Date and all wells, both active and inactive
that it has in the Unit Area, together with all infor-
mation, or true copies thereof, that it has obtained
in connection with the drilling, testing, completing
and operating of said contributed wells, such as
drilling logs, electrical logs, records of coring,
testing and special work of every nature, laboratory
analyses, records of the amount of production obtained
and all other information pertinent to the said wells
and Leases of the Working Interest Owners. Each Work-
ing Interest Owner shall also contribute to the Work-
ing Interest Owners, acting through Unit Operator,
without compensation, the non-exclusive use of roads,
dikes, ditches, fire walls, pits, and fences it holds
in connection with its operations in the Unit Area.
Unit Operator shall, within sixty (60) days of the

delivery of any well, or wellsite and operating equip-

- 37 -



ment, carry out such tests as may be necessary to
determine its mechanical condition as of the Effec-
tive Date and, in the event any such well or well-
site and operating equipment is in sound mechanical
condition it shall be accepted by Unit Operator and
thereupon become a Unit Operated Well, or Unit
Facility. 1In the event that any such well or well-
site and operating equipment is not in sound mechan-
ical condition as determined by the Operating Com-
mittee, the Working Interest Owner who contributed
such well or wellsite and operating equipment shall,
within thirty (30) days after being requested to do
go by Unit Operator as instructed by the Operating
Committee, install the equipment necessary to place
such well or wellsite and operating equipment in
sound mechanical condition or pay to Unit Operator,
for the credit of the Common Account, in cash, the
cost of purchasing and/or installing such equipment.
Within sixty (60) days of the delivery of any
roads, dikes, ditches, fire walls, pitﬁ)and fences
it Operator shall determine which of them, if any,
require additional expenses in order to permit effic-
ient operation or to comply with government regula-
tions or to honour surface leases., Unit Operator

shall prepare an estimate of expenditure and after
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Controllable
Material

10.03

approval of the Operating Committee, the Working
Interest Owner who contributed the properties at
fault shall perform the work at its own cost and
expense, or if such Working Interest Owner elects
not to perform the work it shall be dome by Unit
Operator and charged to the Working Interest Owner
at fault.

As of the Effective Date all wellsite and operating
equipment and salt water disposal facilities in, on
agJ”serving the Unit Area used in the normal oper-
ation of the Unit Operated Wells as required by the
Operating Committee shall be delivered to and taken
over separate and apart from the unitization of the
working interests and production affected herein and
shall become Unit Facilities.

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

For the purposes of this Part X "Controllable
Mzterial' shall be all material from time to time

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

bowl and casing hanger and flow lines.

Appointment of 10.04 The Operating Committee shall appoint an Inventory
Inventory Com-
mittee Committee for the purpose of making an inventory

of the Controllable Material taken over by Unit
Operator. Each Working Interest Owner, upon request
by the Inventory Committee, shall submit to the
Inventory Committee, promptly a complete inventory in
writing of all said Working Interest Owner's
Controllable Material so delivered to Unit Operator
and a description of the condition of each item at
the time of such delivery. 1In the event a Working
Interest Owner has failed to supply such inventory
as aforesaid, the Inventory Committee shall proceed
to inventory such Working Interest Owner's Con-
trollable Material and shall supply such Working
Interest Owner with a copy thereof which shall be
binding upon such Working Interest Owner unless it
protests or questions such inventory within fifteen
{15) days of the receipt thereof. Said Inventory
Committee shall take promptly an inventory of all
said Controllable Material and check the same against
the aforesaid inventories furnished by the Working
Interest Owners. Such inventories shall then be

priced at current new price, as defined in Part XXVI,
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Working
Interest
Owner's Initial
Share in Unit
Facilities

Investment
Account

10.05

10.06

(a)

(b)

by the Inventory Committeerand submitted to the
Operating Committee, who will determine the percent-
age of current new price which should be attributable
to such Controllable Material. Copies of these
priced inventories will then be furnished to all
Working Interest Owners for their approval.

Upon approval of the priced inventories report by
the Operating Committee, each Working Interest Owner
shall have, subject to Section 10.07 hereof, an
initial share in the Unit Facilities which is equal
to the proportion (expressed as a percentage) that
the value of the Controllable Material delivered by
it to Unit Operator is to the total value of all
Controllable Material delivered by all of the Work-
ing Interest Owners to Unit Operator.

Unit Operator shall set up an Investment Account

for Unit Facilities which shall be calculated at

the end of each calendar year and shall be;

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

The total value of all Controllable Material sub-
sequently acquired for the Unit, the cost of which
shall be borne by the Working Interest Owners in

accordance with their respective Participating
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Working
Interest
Owner's Share
in Investment
Account

(c)

10. 07

Interests; less
The total value of all Controllable Material sub-
sequently sold, junked or otherwise disposed of.

For the purposes of calculating the Investment
Account, Controllable Material which has been sold,
junked or otherwise disposed of shall be given the
same value as it was given when it was origimally
delivered to or acquired by Unit Operator. At the
end of any calendar year the Investment Account
shall be the net of paragraphs (a) plus (b) less (c)
of this Section 10.06.

Each Working Interest Owner shall have a net credit
in the Investment Account which shall be the value
of all Controllable Material delivered by it to Unit
Operator, plus its share of the value of all Control-
lable Material subsequently acquired for the Unit,
less its share of the value of Controllable Material
sold, junked or otherwise disposed of from the Unit.
The relationship, expressed as a percentage, between
each Working Interest Owner's net credit and the sum
of the net credits of all Working Interest Owners
shall be its percentage share of the Investment
Account. Such percentage shall be carried to five
decimal places and rounded to the nearest four deci-

mal places and shall be calculated at the end of each

- 42 -



Proceeds from
Disposal of
Unit Facilities

List of Ease-
ments, etc.

Unit Operator
to Advise Surface
Rights Required

10.08

11.01

11.02

calendar year.

Notwithstanding the provisions of Part VIII hereof
the proceeds from disposal of Unit Facilities
whether Controllable Material or otherwise up to

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

accordance with Section 10.07.

PART XI

SURFACE RIGHTS

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

Unit Operator shall, as soon as reasonably possible
after the receipt of the aforesaid lists, advise

each Working Interest Qwner in writing which, if any,
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Surrender of
Surface Rights

11.03

of its said surface rights will be required for

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

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

Unit Operator may also from time to time surrender
said surface rights, or any of them, that are no
longer required for the operations hereunder,
provided that Unit Operator shall have cleaned up
the surface to the satisfaction of any governmental
body having jurisdiction with respect thereto and;
PROVIDED, FURTHER, that Unit Operator shall give
the Working Interest Owner who assigned the same
sixty {60) days' notice of surrendering such surface
rights and such Working Interest Owner may elect

to receive from Unit Operator an assignment of

such surface rights. Any surface rights not re-
quired for the operations herewnder may be held or
disposed of by the Working Interest Cwmer holding

the same in such manner as it may deem fit,
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Surface
Charges to
Common Account

Fee Simple

Init Operator
May Acquire
Additional
Surface Rights

11.04

11.05

11.06

After the Effective Date hereof all costs of surface
rights required for the operations hereunder and all
liabilities aceruing in connection therewith shall
be for the Common Account,

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

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

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

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

Unit Operator may also, with the approval of the
Operating Committee, enter into an agreement with
any Working Interest Ouwner 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
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Liability for
Loss of Title

12.01

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

Common Account.

PART XIT

INDEMNITY

In the event any Working Interest Owner does not
have the right to develop and operate any Tract in
which such Working Interest Owner clalms to have a
working interest insofar as such Tract comprises the
Unitized Substances, any loss resulting therefrom
shall be borne by the contributing Working Interaest
Owner and to that end, such Working Interest Owner
shall indemnify and hold harmless Unit Operator and
all other Working Interest Owners from any and all
liability, loss, cost or damage sustained by them
and resulting from the failure to have such right,
PROVIDED, HOWEVER, that to the extent that such
liability, loss, cost or damage is based upon the

value of the Unitized Substances produced from such
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Maintenance
of Leases

12.02

Tract, such indemnity shall be limited to an amount
equal to the value of that portion of Unitized Sub-
stances allocated hereunder to such Tract.

Each Working Interest Owner shall do all necessary
acts and things and make all payments required in
order to maintain the Lease or Leases covering the
Tracts contributed hereto by it in full force and
effect during the term hereof, excepting only oblig-
ations arising out of or accruing with respect to

the Unitized Strata and not required to be performed
by such Working Interest Owner, PROVIDED, HOWEVER,

in the event any Working Interest Owner shall fail

or refuse to do any act or thing or make any pay-
ment 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 make any such payment so required
as aforesaid, and thereupon aﬁy 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 privilege:
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 and
Operating
Equipment

Titles
Committee

12.03 Each Working Interest Owner shall be liable to

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 failure or deficiency in such Working Inter-
est Owner's title to any wellsite and operating
equipment, or other facility taken over by Unit
Operator, or in consequence of any action of such

Working Interest Owner with respect thereto.

PART XTII

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 Int-
erest Owner in the Unit Area shall, upon request,
submit to the Titles Committee all title data and
information (including title opinions) as may be re-
quested by the Titles Committee affecting the title
to its Tracts within the Unit Area. The Titles Com=
mittee shall in writing, and within a reasonable
time, recommend to the Operating Committee the ap-
proval or disapproval of title documents submitted

to them pursuant to this Section. Upon the accept-
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Disputes and
Non-Approved
Titles

ance of the recommendation of the Titles Committee

by the Operating Committee, the title documents ac-

cepted 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 X1V

DISPUTES

14,01 If there is now or should hereafter be any dispute in-

(a)

(b)

volving the working interest in a Tract then the
Working Interest Owner concerned shall immediately
give written notice thereof to Unit Operator and upon
the receipt of such written notice or in the event
that the Operating Committee does not approve the
title documents to any Tract as in Section 13.01
provided, Unit Operator shall:

sell the Unitized Substances allocated to the Tract
in respect of which the title documents have not
been approved by the Operating Committee, or in res-
pect of which the dispute arises;

pay out of the proceeds of the sale:

i) the portion of the costs and expenses allocated
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Filing

or apportioned to the Tract, and

ii) the amount of money properly payable to the

(¢}

15.01

Royalty Owner of the Tract pursuant to the pro-
visions of this Section and the Lease pertaining
to the Tract (unless any such dispute involves
the ownership of the royalty interest in the
Tract) and such payment shall be deemed conclu-
sively to be a payment by the person who is
subsequently declared to be the owner of the
working interest in such Tract on a final deter-
mination of the dispute;
pay the balance of the proceeds to a trust company
to be held by it until settlement has been reached
by the persons interested therein or until a judge of
Her Majesty's Court of Queen's Bench for Manitoba has
made an order with respect thereto.
In the event that any such dispute results in a
change of ownership in a working interest in a Tract
such change shall not retroactively affect any vote

taken pursuant to the terms of Part VI hereof.

PART XV

FILING

Unit Operator shall file this Plamn with the Depart-

ment of Mines and Natural Resources for the Province
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Plan Binding
on Successors

Assignments,
etc, Subject to
Terms of Plan

16,01

16.02

of Manitoba and with the appropriate Land Titles
Office for the Province of Manitoba in accordance

with the provisions of “fﬁe Mines Act".

PART XVI

TRANSFER OF INTEREST

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

Any disposition of any interest owned by any Working
Interest Owner in any land or part thereof in the
Unit Area shall be made expressly subject to all the
termg and provisions hereof. Such disposition of any
interest whether expressly so provided or not, shall
operate to impose upon the person or persons acquir-
ing such interest its or their proportionate part of
all costs and expenses and other obligations, if any,
chargeable hereunder to the interest affected by such
disposition, and shall likewise operate to give and
grant to the person or persons acquiring such interest
its or their proportionate part of all Unitized Sub-
stances and other benefits which may accrue thereto

under the provisions heareof.
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When Change
of Owmership
Binding

Disposition

Must Include
Related Interest
in Unit Facilities
or Unit Area

16,03 No change in ownership of any interest or rights

hereunder (by whatever means accomplished) of any
HWorking Interest Owner shall be binding on Unit Oper-
ator or the other Working Interest Owners until Unit
Operator has been furnished with notice of such
change by both the person claiming the benefit there-
of and the Working Interest Owner making the dispos-
ition and such change shall become effective at seven
o'clock in the forenoon, Central Standard Time on
the first day of the month following the month in
which such notice is given to the Unit Operator. No
other kind of notice, whether actual or constructive,
shall be binding on Unit Operator or the other Work-

ing Interest Owners.

16.04 Notwithstanding the foregoing, no interest in the

Unit shall be disposed of umless such transaction
shall include a like disposition of a related interest
in the Unit Facilities and likewise, no disposition of
any interest in the Unit Facilities shall be effective
unless such transaction shall include a like dispos-
ition of a related working interest in the Unit Area,
it being the intention hereunder that no working in-
terest in the Unit Area shall be owned apart from a

related interest in the Unit Facilities, and vice

“ 52 =



Assignment
Not to Relieve
from Obligations

Unit Operator
Not to Assign
Rights

No Surrender
of Lease
Without Consent

What Term
"dispoesition"
Includes

16.05

16.06

16.07

16.08

versa.

Ne Working Interest Quner shall dispose of an
interest in the Unit Area unless such disposition
shall cover its entire interest in a Tract which is
subject thereto, or covers an undivided interest in
its entire interest in each such Tract.

Any attempted disposition by any means in viola-
tion of the provisions of this Section ghall be a nul-
lity insofar as the other Working Interest Owners are
concerned.

No disposition shall operate to relieve any Working
Interest Owner of any obligation hereunder which
accrued or was incurred prior to the effective date
of such disposition.

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

No Working Interest Owner shall surrender its
interest in any Lease covering any portion of the
Unitized Strata without the written consent of the
Operating Committee, and the approval of the
Conservation Board,

The term "disposition" as used in this Part shall
include, but not be limited to, the following:
transfer, assignment, conveyance, and sale.

The term "disposition" as used in this Part shall
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not apply to a disposal by way of mortgage, pledge
or hypothecation, PROVIDED, THAT, the mortgagee or
pledgee shall hold its security subject to all the
terms of this Plan and upon any realization or
foreclosure of the security, the purchaser, mort-
gagee 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 INTEREST OWNERS

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

Unit Area
its own sole risk and expense, to have access to
the Unit Area at all reasonable times upon notice
to Unit Operator for the purpose of inspecting and
observing unit operations, to have access at all
reasonable times upon notice to Unit Operator to
any and all information pertaining to the Unit
Qperated Wells, the records of production and the
records of all other unit operations, to be present
during the drilling, testing and completion of all
Unit Operated Wells and to make copies of well logs,
drilling progress and casing reports, and reports
of production and storage. The presence of a Work-

ing Interest Owner or its representative on the
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Plan Affects
Only Unitized
Strata

Abandonment
of Wells

17.02

17.03

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 OQwner may, to the extent it may
otherwise be entitled, conduct, at its own cost,
risk and expense, operations on its Tracts for the
discovery and/or production of other than Unitized
Substances, PROVIDED, HOWEVER, that such operations
shall be conducted in such a manner as to interfere
as little as possible with the operations hereunder.
Such Vorking Interest Quner shall take all reason-
able 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 the Unitized Substances and the
Unitized Strata.

If Unit Operator, with the approval of the Oper-
ating Committee, should decide to abandon any Unit
Operated Well prior to the termination hereof, Unit
Operator shall give to the Working Interest Owner
of the Tract on which such well is located written
notice of such decision, stating whether or not a
drilling rig is in place at such well, and said Work-

ing Interest Owner shall have the right and option for
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(a)

(b)

(c)

a period of forty-eight (48) hours if a drilling rig
is in place, or a period of sixty (60) days if no
drilling rig is in place, after receipt of such
notice to notify Unit Operator of its election to
take over said well, and deepen or plug back said
well to other than the Unitized Strata. Within

ten (10) days after said Working Interest Ouwner

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

to produce such well, if the same is produced,

from other than the Unitized Strata while this

Plan is in force;

on the ultimate abandonment of said well, to plug
and abandon it in a workmanlike manner and in
accordance with the applicable laws, rules, regu-

lations and orders.
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1t is understood, however, that such Tract
shall continue to have allocated to it a percentage
share of the Unitized Substances produced and
saved from the Unit Area in accordance with its
Tract Participation despite the cessation of the
production therefrom and the abandonment of any
Unit Operated Well or all wells thereon. In the
event that the Working Interest Owner of such
Tract does not elect to take over such well, Unit
Operator shall proceed properly to plug and
abandon the same in accordance with the applicable
laws, rules, regulations and orders, and shall
salvage such casing and other equipment therefrom
as is reasonably practicable, for the Investment
Account,

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

faction of the owner and/or occupier thereof,
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Workmen's
Compensation

Insurance

Contractor's
Insurance

Settlement
of Claims

18.01

18.02

18.03

18.04

PART XVIIT

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., HNotwithstanding any-
thing herein contained each Working Interest Owner
shall have the right to be a self-insurer as to its
interest in the Unit Facilities.

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 insurance as may be considered necessary
from time to time by the Unit Operator.

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

such settlement.
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Unit Operator's 18.05 Unit Operator, as such, shall not be liable to the

Liability
Working Interest Owners for any loss or damage
except for loss or damage resulting from gross
negligence or wilful misconduct of Unit Operator,
or any of its employees exercising supervisory
functions, and each Working Interest Owner pro-
portionate to its Participating Interest herein,
hereby indemnifies and holds harmless Unit Operator
as such, against any claim of, or liability to,
any third person resulting from any act or omission
of Unit Operator in acting upon instructions from
the Operating Committee expressed or implied or
otherwise in carrying out the provisions hereof;
PROVIDED, HOWEVER, that Unit Operator shall not
be indemnified or held harmless for any loss,
damage, claim or liability resulting from the
gross negligence or wilful misconduct of Unit
Operator or any of its employees exercising super-
visory functions, but no act or omission of Unit
Operator shall, of itself, be deemed gross negligence
or wilful misconduct if such act or omission is done

or omitted at the instructions of, or with the con-

currence of, the Operating Committee,
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No Right of
Partition

Force
Majeure

19.01

19.02

PART XIX

GENERAL

No Working Interest Owner or Royalty Owner shall
claim the benefit of any laws or statutes of the
Province of Manitoba relating to partitioning of
real or personal property and no person shall resort
to any action at law or in equity to partition the
aforesaid Unit Facilities and lands affected by

this Plan, including the Unitized Strata.

All obligations hereunder shall be suspended while,
but only so long as, any person is prevented from
complying therewith, in whole or in part, by strikes,
lockouts or other industrial disturbances, fire
explosion, war, civil disturbances, tempest, floods,
acts of God, or the Queen's enemies, unavoidable
accidents, uncontrollable delays in transportatiom,
Federal, Provincial or Municipal laws, rules,
regulations or orders, inability to obtain necessary
materials in open market, inadequate facilities

for the transportation of materials or for the
disposition of Unitized Substances, or any other
cause, whether similar or dissimilar to the fore-
going, beyond the reasonable control of such person,

PROVIDED, HOWEVER, that performance shall be begun
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No Co-operative
Marketing

Titles
Unaffected by
Unitization

Duties
Separate Not
Joint or
Collective

Individual
Obligation

19.03

19.04

19.05

19.06

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

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

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

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

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

Except as otherwise expressly provided herein,

each Working Interest Owner shall be individually

responsible only for its own obligations as set
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Term of Plan

Rights on
Termination
of Plan

20,01

20.02

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

liabilities.

PART XX

TERM OF PLAN

This Plan shall remain in full force and effect so
long as Unitized Substances are produced or are
capable of being produced from the Unitized Strata
in paying quantities and as long as operations are
conducted on the Unit Area, and thereafter until

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

Upon the termination of this Plan, all rights in

and to the Tracts shall revert to the owners and

lessees thereof, and Unit Operator shall arrange
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Salvage Costs

20.03

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

their respective intereats in the Unit Facilities.
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On Termination
of Plan -
Operation Shall
Cease

Working
Interest Owners
to Advise
Royalty Owners
of Termination

Rehearing,
Amendments, etc.

20.04 Upon termination of this Plan the further develop-

20.05

20.06

(a)

(b)

(c)

ment and operation of the Unit Area as a Unit shall
be abandoned, unit operations shall cease, and
thereafter the Working Interest Owners and the
Royalty Owners shall be governed by the terms and
provisions of the Leases affecting the separate
Tracts.

The Working Interest Owners shall advise their
respective Royalty Owners of the termination of

this Plan within thirty (30) days of such termin-
ation,

No application for a rehearing of the matters herein
provided for, or for any amendments to this Plan in ar
respect, shall be heard by the Conservation Board witl
in three (3) years of the Effective Date unless:

a majority of the Working Interest Owners, owning

at least seventy-five percent (75%) of the Partici-
pating Interests have agreed in writing to such app-
lication for a rehearing of the matters herein pro-
vided for, or for amendments to this Plan, or

the Conservation Board, on its own motion, decides
to held a rehearing, or

the Conservation Board, after full consideration

of the application of any Working Interest Owner,

decides that such application should be heard.
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PART XXI

WELZ.S DELIVERED TO UNIT OPERATOR PURSUANT TO PART X

Bralorne Pascar Wes: Routledge 1-9-9-25
Chevron West Routledge CPR 6-9-9-25
Bralorne Pascar Wejt Routledge 8-9-9-25
Chevron West Rout’edge CPR 9-9-9-25
Chevron West Routledge CPR 10-9-9-25
Chevron West Rou:ledge CPR 11-9-9-25
Chevron West Rottledge CPR 14~-9-9-25
Chevron West Roitledge CPR 15-9-9-25
Chevron West Roitledge CPR 16-9-9-25
Bralorne Pascar South Routledze

Prov. SWD 4-10-9-25
Bralorne Pascar West Routledge

Prov. 5-10-9-25

Bralorne Pascar West Routledge
Prov. 12-10-9-25

Bralorne Pascar West Routledge
Prov. 13-10-9-25

Bralorne Pascar West Routledge
Prov. 14-10-9-25

Drevzoil Routledge SWD 5-15-9-25
Bralorne Routledge 14-15-9-25
Bralorne Routledge Prov. 1~16-9-25
Bralorne Routledge Prov., 2-16-9-25
Chevron Routledge Prov. 3-16-9-25

Chevron Routledge Prov, 4-16-9-25
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Chevron Routledge Prov. 5~16~9-25

Bralerne Routledge
Bralorne Routledge
Bralorne Routledge
Bralorne Routledge
Bralorne Routledge
Bralorne Routledge
Bralorne Routledge

Bralorne Routledge

Prov.

Prov.

Prov.

Prov.

Prov.

Prov,

Prov.

Prov.

SWD B-16-9-25
9-16-9-25
10-16-9-25
12-16~9-25
13-16-9-25
14-16-9-25
15-16-9-25

16-16-9-25

Chevron West Routledge 8-17-9-25

Bralorne West Routledge 9-17-9-25

Bralorne West Routledge 10-17-9-25

Drevzoil Vanderschaeghe 13-17-9-25

Drevzoil Vanderschaeghe

14-17-9-25

Chevron West Routledge CPR 15-17-9-25

Chevron West Routledge

SWD 16-17-9-25

Chevron West Routledge
Chevron West Routledge
Chevron West Routledge
Chevron West Routledge
Chevron West Routledge

Chevron West Routledge

CPR

CPR 1-19-9-25

Prov. 1-20-9-25

Pyrov., 2-20-9-25

Prov. 3-20-9-25

Prov. 4=20-9-25

Prov. 5-20-9-25



Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

West Routledge Prov.

West Routledge Prov.
West Routledge Prov,
West Routledge Prov.
HWest Routledge Prov,

Hest Routledge Prov.

6-20-9-25
7-20-9-25
8-20-9-25
9-20-9-25
11-20-9-25

12-20-9=25

Routledge
Routledge
Routledge
Routledge
Routledge
Routledge
Routledge

Routledge

CPR 1-21-9-25
CPR 3-21-9-25
CPR 4-21-9-25
CPR 5-21-9-25
CPR 7-21-9-25
CER 8-21-9-25
CPR 9-21-9-25

CPR 10-21-9-23

Bralorne Routledge 11-21-9-25

Bralorne Routledge 12-21-9-25

Bralorne Routledge CPR SWD 13-21-9-25

Bralorne Routledge 14-21-9-25

Chevron Routledge SWD 16-21-9-25

Chevron Routledge 2A-22-9-25

Drevzoil Fillion 3-22-9-25

Drevzoil Fillion 4-22-9-23

Drevzoil Fillion 5-22-9-25

prevzoil Fillion 6-22-9-25

Chevron Routledge 7-22-9-25
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Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Mineraloid Routledge
Mineraloid Routledge
Mineraloid Routledge

Mineraloid Routledge

Routledge
Routledge
Routledge
Routledge
Routledge
Routledge
Routledge
Routledge
Routledge
Routledge
Routledge
Routledge
Routledge
Routledge

Routledge

Prov. 11-22-9-25

Prov. 12-22-9-25
Prov. 13-22-9-25
Prov. 14-22-9-25
CPR 3-27-9-25
CPR 4-27-9-25
CPR 5-27-9-25
1-28-9-25
2~28-9-25

Prov, 3-28-9-25
Prov. 6-28-9-25
7-28-9-25
8-28-9-25
9-28-9-25
10-28-9-25
11-28-9-25
12-28-9-25
13-28-9-25

14-28-9-25

Chevron Routledge 15-28-9-25

Chevron Routledge 16-28-9-25

Rundle Routledge Prov.
Rundle Routledge Prov.
Rundle Routledge Prov.

Rundle Routledge Prov.

1-29-9-25
8-29-9-25
9-29-9-25

SWD 16-29-9-25



Mineraloid Routledge 1-32-9-25
Mineraloid Routledge 2-32-9-25
Chevron Routledge Prov. 6-32-9-25
Mineraloid Routledge 7-32-9-25
Mineraloid Routledge 8-32-9-25
Mineraloid Routledge 9-32-9-25
Mineraloid Routledge 10-32-9-25
Chevron Routledge Prov. 11-32-9-25
Chevron Routledge Prov, 14~32-9-25
Mineraloid Routledge 15-32-9-25
Mineraloid Routledge 16-32-9-25
Mineraloid Routledge 3-33-9-25
Mineraloid Routledge 4-33-9-25
Mineraloid Routledge SWD 5-33-9-25
Mineraloid Routledge 6-33-9-25
Mineraloid Routledge 12-33-9-25
Mineraloid Routledge 13-33-9-25

Chevron Routledge CPR 3-5-10-25
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PART XXII

THE LANDS IN THE PROVINCE OF MANITOBA WHICH COMPRISE
THE ROUTLEDGE UNIT NO, 1 ARE AS FOLLOWS:

TRACT NUMBER LEGAL DESCRIPTION TRACT NUMBER  LEGAL DESCRIPTION
TOWNSHIP 9, RANGE 25 WPM TOWNSHIP 9, RANGE 25 WPM
i-9 LSD. 1, SECTION 9 8-16 LSD. 8, SECTION 16
6-9 LSD. 6, SECTION 9 9-16 1LSD. 9, SECTION 16
8-9 LSD., 8, SECTION 9 10-16 LSD. 10, SECTION 16
9-9 LSD. 9, SECTION 9 12-16 LSD, 12, SECTION 16
10-9 LSD. 10, SECTION 9 13-16 LSD, 13, SECTiON 16
11-9 LSD. 11, SECTION 9 14-16 1SD. 14, SECTION 16
14-9 LSD. 14, SECTION 9 15-16 LSD. 15, SECTION 16
15-9 LSD. 15, SECTION 9 1616 LSD. 16, SECTION 16
16-9 LSD. 16, SECTION 9 8-17 LSD, 8, SECTION 17
5-10 LSD. 5, SECTION 10 9-17 LSD. 9, SECTION 17
12-10 LSD. 12, SECTION 10 10-17 LSD. 10, SECTION 17
13-10 LSD. 13, SECTION 10 13-17 LSD. 13, SECTION 17
14-10 LSD. 14, SECTION 10 14-17 LSD. 14, SECTION 17
14-15 LSD. 14, SECTION 15 15-17 LSD, 15, SECTION 17
1-16 LSD. 1, SECTION 16 16-17 LSD. 16, SECTION 17
2-16 LSD. 2, SECTION 16 1-19 LSD, 1, SECTION 19
3-16 LSD. 3, SECTION 16 1-20 LSD. 1, SECTION 20
416 LSD. 4, SECTION 16 2-20 LSD, 2, SECTION 20
5-16 LSD. 5, SECTION 16 3-20 LSD. 3, SECTLON 20
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TRACT NUMBER  LEGAL DESCRIPTION TRACT NUMBER  LEGAL DESCRIPTION
TOWNSHIP 9, RANGE 25 WEM TOWNSHIP 9, RANGE 25 WPM
420 LSD. 4, SECTION 20 4-22 LSD. 4, SECTION 22
5-20 LSD. 5, SECTION 20 5-22 LSD. 5, SECTION 22
6-20 LSD. 6, SECTION 20 6-22 LSD. 6, SECTION 22
7-20 LSD. 7, SECTION 20 7-22 LSD. 7, SECTION 22
8-20 LSD, 8, SECTION 20 11-22 LSD. 11, SECTION 22
9-20 LSD. 9, SECTION 20 12-22 LSD. 12, SECTION 22
11-20 LSD. 11, SECTION 20 13-22 LSD. 13, SECTION 22
12-20 LSD. 12, SECTION 20 14-22 LSD. 14, SECTION 22
1-21 LSD. 1, SECTION 21 3-27 LSD, 3, SECTION 27
3-21 LSD., 3, SECTI(N 21 4-27 LSD. 4, SECTION 27
4-21 LSD. 4, SECTION 21 5-27 LSD. 5, SECTION 27
5-21 LSD. 5, SECTION 21 1-28 LSD, 1, SECTION 28
7-21 LSD. 7, SECTION 21 2-28 LSD. 2, SECTION 28
g-21 LSD. 8, SECTION 21 3-28 LSD. 3, SECTION 28
9-21 LSD. 9, SECTION 21 6- 28 LSD. 6, SECTION 28
10-21 LSD. 10, SECTION 21 7-28 LSD, 7, SECTION 28
11-21 LSD. 11, SECTION 21 8-28 LSD. 8, SECTION 28
12-21 LSD. 12, SECTION 21 9-28 LSD. 9, SECTION 28
13-21 LSD. 13, SECTION 21 10-28 LSD. 10, SECTION 28
14-21 LSD. 14, SECTION 21 11-28 LSD. 11, SECTION 28
16-21 LSD. 16, SECTION 21 12-28 LSD. 12, SECTION 28
2-22 LSD. 2, SECTION 22 13- 28 LSD. 13, SECTION 28
3-22 LSD. 3, SECTION 22 14-28 LSD. 14, SECTION 28
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TRACT NUMBER LEGAL DESCRIPTION TRACT NUMBER  LEGAL DESCRIPTION
TOWNSHIP 9, RANGE 25 WEM TOWNSHLP 9, RANGE 25 WPM

15-28 LSD. 15, SECTION 28 13-33 LSD. 13, SECTION 33
16-28 LSD. 16, SECTION 28 TOUNSHIP 10, RANGE 25 WP
1-29 LSD. 1, SECTION 29 3-5 LSD. 3, SECTION 5
8-29 LSD. 8, SECTION 29

9-29 LSD. 9, SECTION 29

16~ 29 LSD. 16, SECTION 29

1-32 LSD. 1, SECTION 32

2-32 LSD. 2, SECTION 32

6-32 LSD. 6, SECTION 32

7-32 LSD. 7, SECTION 32

8-32 LSD. 8, SECTION 32

9-32 LSD. 9, SECTION 32

10-32 LSD. 10, SECTION 32

11-32 LSD. 11, SECTION 32

14-32 LSD. 14, SECTION 32

15-32 LSD. 15, SECTION 32

1632 LSD. 16, SECTION 32

3-33 LSD. 3, SECTION 33

433 LSD. &, SECTION 33

5-33 LSD. 5, SECTION 33

6-33 LSD. 6, SECTION 33

12-33 LSD. 12, SECTION 33
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XXTTI

PART

MAP OF UNIT AREA
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PART XXIV

TRACT NUMBER TRACT PARTICIPATION TRACT NUMBER TRACT PARTICTPATION

1-9 « 41869 12-16 4,25427
6-9 .23504 13-16 .94995
8-9 .53380 14-16 . 62044
9-9 .72234 15-16 1.14267
10-9 1.92921 16-16 1.30055
11-9 2.03555 8-17 2.05700
14-9 .01125 9-17 2.24772
15-9 1.36322 10-17 1.87768
16-9 1.83389 13-17 5.36067
5-10 .72945 14-17 1.38304
12-10 .74938 15-17 . 02472
13-10 .38321 16-17 .03331
14-10 1,06718 1-19 .70313
14-15 .59251 1-20 2.60293
1-16 .11181 2-20 .85947
2-16 .16702 3-20 .66197
3~16 2,37865 4-20 1.84974
4-16 «31484 5-20 .73953
5-16 2.95260 6-20 .32064
8-16 . 00351 7-20 +35574
9-16 .40933 8-20 .93514
10-16 1.55143 9-20 .34075
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TRACT NUMBER

11-20
12~20
1-21
3-21
421
5-21
7-21
8-21
9-21
10-21
11-21
12-21
13-21
14-21
16~21
24-22
3-22
4-22
5-22
6-22
7-22
11-22
12-22

13-22

TRACT PARTICIPATION TRACT NUMBER

. 48598
.16151
1.74462
.37557
.62838
.36715
.50607
1.96129
2.55137
2.07910
.70377
«94956
. 00515
.80946
1.05723
. 02676
97749
1.16316
1.64762
1.18268
1.17116
.69780
.89578

1.24947

14-22
3-27
427
5-27
1-28
2-28
3-28
6-28
7-28
8-28
9-28

10-28

11-28

12-28

13-28

14~28

15-28

16-28
1-29
8-29
9-29

16-29
1.32

2-32
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TRACT PARTICIPATI ON

1.01574
.28773
1.01024
70423
2.25353
1.71341
1.22130
.94260
1.09468
.12320
.59609
.30227
.52681
«25151
.32382
.71202
. 40632
.01610
.34385
.28141
. 09494
. 00823
.00321

.23922



TRACT NUMBER

6-32
7-32
§-32
9-32
16-32
11-32
14-32
15-32
16-~32
3-33
4=-33
5-33
633
12-33
13-33

3~5

TRACT PARTICIPATION

» 00685
.82382
. 01389
+64345
43569
1.19414
.00701
.35294
.96280
. 46540
.37753
. 00825
35109
2.54613
1.64235

.66310
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PART XXV

PARTICIPATING INTERESTS

Provision for 25.01 The Unit Operator shall as soon after

Schedule of Working
Interest Quners and
Participating Interests

approval of title by the Operating Committee
under Part XIII is deemed to have been made,
prepare and submit to the-Working Interest
Ovners, Schedules setting out the Working
Interest Owners of the Tracts and the Part-
icipating Interests in the Unit. Upon the
approval of the Operating Committee the Unit
Operator shall cause such Schedules to be
published in one issue of The Manitoba Gazette.
The Unit Operator shall from time to time
at the discretion of the Operating Committee
prepare and submit to the Working Interest
Ouners, revised Schedules setting out any
change of ownership in the Tracts or Partici-
pating Interests in the Unit, and shall cause
such Schedules to be published in one issue

of The Manitoba Gagette.
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R-E

Definitions

"Joint Property"

"Major Material

"Material"

"Condition *A'"

“Condition 'B'"

PART XXVI

ACCOUNTING PROCEDURE

26.01 In this Part:

(a)

(b)

(c)

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

"Major Material'' means:

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

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

Pumping Unit

Pumping Motor

Automatic controls

Separators

Heaters

Treaters

Tank complete with thief hatches

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

"Material' shall mean equipment and supplies.
With respect to clagsification of material:

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

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

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

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

"Condition D'V

"condition 'E'

"Temporarily Used
Equipment"

“"Current New
Price"

Fixed Asset
Records

(1ii)

(iv)

)

(vi)

(b) at Seventy-five percent (75%) of
Current New Price less depreciation
consistent with its usage on and ser-
vice to the Joint Property, 1if 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 secondhand material (Condition 'B'),
or

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

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

Used material (Condition 'D') being material
which cannot be classified as Condition 'B’

or Condition 'C' shall be priced at a value

commensurate with its use.

Junk (Condition ‘E'), being obsolete and
unserviceable material, at prevailing junk
prices in the district.

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

"ocurrent 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 the Petroleum
Accountants Society of Western Canada.

26.02 Fixed Asset Records shall be maintained for all

Controllable Material as defined in Section 10.03.
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Statements
and Billings

Payments by
Working Interest
Ovners

Ad justments

Audits

26.03

26.04

26.05

26.06

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

{(a) Detailed statement of Controllable Material.

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

(c} Detailed statement of all other charges and
credits.,

See Sections 8.03, 8.05 and 8.06.

Payments of any such bills shall not prejudice the
right of any Working Interest Owner to protest or
question the correctness thereof. Subject to the
exception noted in 26.06 below, all bills rendered
to the Working Interest Owners by Unit Operator
during any calendar year shall conclusively be
presumed to be true and correct after Twenty-four
(24) months following the end of any such calendar
year, unless within the said Twenty-four (24) month
period any Working Interest Owner takes written
exception thereto and makes a written claim on

Unit Operator for adjustment. Failure on the part
of the Working Interest Owner to make such a claim
on Unit Operator within such period shall establish
the correctness thereof and preclude the filing of
exceptions thereto or making of claims for adjust-
ment thereon.

Any audit committee appointed by the Operating
Committee, upon notice in writing to the Unit Oper-
ator, shall have the right to audit Unit Operator's
accounts and records relating to the accounting here-
under 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 exception to and
make any and all claims on the Unit Operator. Such
audit committee shall make every reasonable effort

to conduct such auditing in a manner which will result
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Charges to
Commen Account

26.07

in a minimum of inconvenience to the Unit Operator.
The cost of such an audit shall be charged to the
Common Account, In addition to the foregoing right,
any Working Interest Owner shall have the right to
make an individual audit at its own cost and expense.

Subject to the limitations hereinafter prescribed,

Unit Operator shall charge the Common Account with

the following costs of development and operation of
the Joint Property:

(a)

(b)

()

(d)

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

Unit Operator's cogt of vacation and expendi-

tures or contributions imposed or assessed by

any governmental body having jurisdiction with
respect to such salaries and wages referred to
in paragraph (a) of Section 26.07.

Unit Operator's current cost of established
plans for employees' group life insurance,
sickness and disability benefits, hospitaliza-
tion, pension, retirement, stock purchases,
thrift, bonus and other benefit plans of like
nature, applicable to such salaries and wages
provided for in paragraph (a) of Section 26.07.
Provided that such charges shall not exceed
Twelve percent (12%) of the total of the salar-
ies and wages charged under paragraph (a) of
Section 26,07. It is agreed, however, that if
this limitation of twelve percent (12%) shall
be found to be insufficient, the same may be
increased from time to time when authorized by
a vote of the Operating Committee.

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

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

(ii) Moving surplus material from the Joint Pro-
perty to outside vendees, if sold f.o.b.
destination, or minor returns to Unit Oper-
ator's warehouse or other storage point.

No charge shall be made to the Common Ac-
count for moving surplus material to Unit
Operator's warehouse or other storage point
for a distance greater than the distance to
the nearest reliable supply store or rail-
way receiving point, except by specific ap-
proval of the Operating Committee, and no
charge shall be made to the Common Account
for moving material to other properties
belonging to Unit Operator, except by spec-
ific approval of the Operating Committee.

(iii) Moving expenses of employees incurred by
the initial staffing, additions and re-
placements beyond the control of the Unit
Operator,

(£) (i) Contract services and utilities procured
from outside sources. Services of outgide
professional consultants shall not be
charged unless approved by Operating Com-
mittee,

(1i) Use of and service by Unit Operator's ex-
clusively owned equipment and facilities as
provided in Section 26.11.

(g) Costs or expenses necessary to replace or repair

Joint Property damagedor lost through fire,
flood, storm or any other cause not controllable
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R-E

(R)

(1)

(i

(k)

by Unit Operator through the exercise of reason-
able diligence. Unit Operator shall furnish the
Working Interest Owmers with written notice of
damage or losses incurred as soon as practical
but not later than fifteen (15) days after report
of same has been received by Unit Operator.

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

(i} 1f the Operating Committee agrees, actions
or claims affecting the Common Account or
the Joint Property hereunder may be handled
by the legal staff of one or more of the
Torking Interest Owners. A charge commensu-
rate with the services rendered and approved
by the Operating Committee may be made
against the Common Account.

(i1} Fees and expenses of outside Counsel shall
not be charged tco the Common Account except
where the employment of such outgide Counsel
is authorized by the Operating Committee.

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

Premiums paid for insurance required to be
carried under Section 185,02 together with all
expenditures incurred and paid in settlement of
any and all losses, claims, damages, judgments,
and other expenses including legal services, not
recovered from the Insurer.

Area, Division and Administrative Overhead:

The rates set forth below shall be charged to the
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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:

(i)

(i)

(111)

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

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

Any other costs of operating the division
and/or principal office of the Unit Operator.

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

{a) $6,100 per month for all producing
operations.

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

(¢) The charge in respect to construction
of Unit Facilities, including, but not
limited to, water injection plant,
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Basis of
Charges to
Common Account

26.08

¢

(m)

(n)

(1)

battery consolidation, injection pipe-
line systems and water supply systems
shall be calculated on direct expendi-
tures on the following basis:

5% of expenditures up to $50,000,00,
plus

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

1% of all expenditures over $100,000.00.

A charge to cover the cost of handling material
into and in Unit Operator's warehouse shall be
assesgsed 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 inmn
each case be deemed to be the actual cost thereof
to Unit Operator.

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

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

Qutside Purchases

liaterial purchases shall be charged to the Common
Account at theilr invoice cost to Unit Operator after
deduction of all discounts actually received.

(ii) Material Furnished by Unit Operator

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

(a) New llaterial - 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.
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Premium Price

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

(1) Material which is in sound and ser-
viceable condition and is suitable for
re-ugse without 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

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

(ii) 1is serviceable for original
function but substantially 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.

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

26.09 Whenever materials are not readily obtainable at the
customary supply point and at current New Prices
because of national emergencies, strikes or other
unusual causes over which Unit Operator has not con-
trol, Unit Operator may charge the Common Account for
the required materigls on the basis of Unit Operator's
direct cost and expense incurred in procuring such
materials, in making it suitable for use, and in
moving it to the Joint Property; PROVIDED, HOWEVER,
that each Working Interest Owner is notified in
writing prior to the acquisition of such material,
whereupun cacih Working Interest Owner shall have the
right by so electing and notifying Unit Operator
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Warranty
of Material

Unit Operator's
Exclusively Oumed
Facilities

Disposal of
Lease Equipment

26.10

26.11

26.12

(a)

(b)

within forty-eight (48) hours after receilving notice
from the Unit Operator, to furnish in kind or in ton-
nage as may be agreed, at the location, nearest rail-
way point, or Unit Operator's storage point, within

a comparable distance, all or part of his share of
material suitable for use and acceptable to Unit Oper-
ator. Transportation costs on any such material fur-
nished by a Working Interest Owner at any point other
than at the location, shall be borne by such Working
Interest Owner. If, pursuant to the provisions of
this paragraph, a Working Interest Owner furnishes
material in kind, Unit Operator shall make appropriate
credits therefor to the account of such Working
Interest Owner.

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

The Unit Operator shall charge the Common Account for
services rendered by facilities and equipment owned
exclusively by Unit Operator. The rates charged shall
be commensurate with the cost of ownership and opera-
tion and shall not be in excess of current prevailing
rates of like services and equipment available in the
area.

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

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 to be unnecessary for the
Unit operation hereunder, to such person and for such
price as it sees fit without reference to the
Operating Committee.

Unit Operator may dispose uf #uy item nf Maior Mater-
jal which it deems to be surplus to the Unit opera
tions at current market demand prices prevailing in
the area without obtaining prior approval of the
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Inventories

(c)

26,13

(a)

(b)

(c)

(d)

(e)

Working Interest Owners. The Unit Operator will
supply to each Working Interest Owner every six (6)
months details of Major Material deemed to be surplus
or anticipated to become surplus during the ensuing
six (6) months. Further, any authority granted to
the Unit Operator to dispose of a Non-Operator's
share of material shall be revocable at the will of
the Non-Operator.

Proceeds from the sale of Surplus Material shall be
craedited to the Commen Account.

Regular inventories of Controllable Material shall

be taken by an Inventory Committee appointed by the
Operating Committee and at intervals specified by
the Operating Committee; PROVIDED, HOWEVER, that
construction projects as outlirned in the budget shall
be inventoried by the Inventory Committee within one
year of completion and copies of any such inventory
shall be furnished to all Working Interest Owners.

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

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

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

Any Working Interest Owner shall have the right at
any time to request in writing the taking of a
special inventory. The taking of such special
inventory shall be commenced within fifteen (15)
days after the receipt of notice thereof. The
expense of Unit Operator's representative in con-
ducting any special inventory so requested shall be
charged to the separate account of the requesting
Working Interest Owner.
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Chevron Canada Resources

500 - Fifth Avenue S.W., Calgary, Alberta T2P OL7
Phone [403) 234-5000 Fax (403) 234-6214

L (§)

R.A. Pashelka
Vice President and
General Counsel

Al

RoutLvme
a1 Ho. |

W b

February 13, 1991

Plan for Unit Operation
Routledge Unit No. 1
Our File No. 55,479-4

The Qil and Natural Gas Conservation Board,

Room 309 Legislative Building,
Winnipeg, Manitoba.

R3C 0V8

Attention: Mr. Jan Haugh

Dear Sirs:

We wish to advise that the Operating Committee, by Mail Ballot No. 90-8, has approved
amendments to subparagraph (a) of Section 16.07 (k)(iii), effective January 1, 1991, in accordance
with Section 6.03 (j) of the Plan for Unit Operation, as amended by Unitization Order No. 25.

Two (2) copies of revised page 82 to the Plan which reflect the changes are enclosed herewith

for your records.

/ps
Encls.

Yours very truly,

N

D. P. LOUGHEED




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:

(i) Salaries and expenses of the Unit Operator’s
area superintendent and other general area or
field employees, managing officers and
employees of the division and/or principal
office other than those who are directly
engaged on the Joint Property and whose
salaries are chargeable to the Common
Account under the provisions of paragraph (a)
of Section 26.07.

(ii)  Cost of maintaining and operating an area
office and all necessary camps, including hous-
ing 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.

(iii) Any other costs of operating the division
and/or principal office of the Unit Operator.

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

(a) 5% of the operating cost for all pro-
ducing operations plus $150.00 per
month per producing well.

(b) For each drilling well, wells being
plugged back, completed, production
tested, capped, abandoned, deepened,
redrilled or reconditioned (except
routine cleanout and pump or rod
pulling operation) or wells being con-
verted to source, injection, observation
or production wells:

3% of the first $50,000.00 of the ex-
penditure; plus

2% of the next $100,000.00 of the
expenditure; plus

1% of the expenditure exceeding
$150,000.00.

(c) The charge in respect to construction
of Unit Facilities, including, but not
limited to, water injection plant,

Revised by Mail Ballot 90-8 -82-
Effective: January 1, 1991
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expense of, less any revenue from, these
facilities shall include depreciation or a fair
monthly rental in lieu of depreciation on
investment.

(iii)  Any other costs of operating the division
and/or principal office of the Unit Operator.

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

(a) 5% of the operating cost for all pro-
ducing operations plus $150.00 per
month per producing well.

(b)  For each drilling well, wells being
plugged back, completed, production
tested, capped, abandoned, deepened,
redrilled or reconditioned (except
routine cleanout and pump or rod
pulling operation) or wells being con-
verted to source, injection, observation
or production wells:

3% of the first $50,000.00 of the ex-
penditure; plus

2% of the next $100,000.00 of the
expenditure; plus

1% of the expenditure exceeding
$150,000.00.

(c) The charge in respect to construction
of Unit Facilities, including, but not
limited to, water injection plant,

Revised by Mail Ballot 90-8 -82-
Effective: January 1, 1991




MANITOBA

DEPARTMENT OF MINES, RESOURCES AND ENVIRONMENTAL MANAGEMENT
TRANSMITTAL MEMORANDUM

FOR

ORDERS - IN - COUNCIL

suBJeCT The Qil and Natural Gas Conservation Board Unitization Ordg;LM

ORDERS-IN-COUNCIL PREPARED FOR_A. Brian Ransom, Minister of Mines, Resources and Environmental Mg

ORDER-IN-COUNCIL PREPARED BY_H. C. Moster, Director, Petroleum Branch

JUSTIFICATION PREPARED BY He G+ Moster DATE September 14, 1978

4 GENERAL PROCEDURES \

1. This transmittal memorandum together with twenty-one copies of a justification decument must accompany
all Orders-in-Council sent to the Minister of Mines, Resources and Environmental Management,

2. This fransmittal memorandum must accompany the Order-in-Council until its disposition by the minister,
at which time it is requested that this memo be detached from the Order-in-Council and returned to the
office mentioned below.

3. The following sequence must be maintained in the routing of the attached Order-in-Council, please sign
this memorandum prior to routing fo next area.

4. Originator must check appropriate boxes in alternate sections 2-6-7-8 are required.
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MANITORA

DEPARTMENT OF MINES, RESOURCES AND ENVIRONMENTAL MANAGEMENT

ORDER -IN - COUNCIL
JUSTIFICATION DOCUMENT

THE MINISTER OF MINES, RESOURCES AND ENVIRONMENTAL MANAGEMENT PROBOSES TC SUBMIT TC CABINET
FOR APPROVAL, AN ORDER-IN-COUNCIL RELATING TO THE FOLLOWING SUBJECT MATTER,

SUBJECT

Routledge Unit No, 1 — Amendments to the Plan for Unit Operation,
BACKGROUND

Routledge Unit No. 1, being part of the producing area in the Routledge Field,
was unitized by an Order of The Qil and Natural Gas Conservation Board (hereinafter
referred to as the Board) in 1970 and approved by Order-in-Council No. hDé/‘?O.

On March 7, 1978, Chevron Standard Limited, as Unit Operator of Routledge
Unit No. 1, made application to the Board for approval of certain amendments to the
"Plan for Unit Operation Governing the Unitized Management Operation and Further
Develgpment of Routledge Unit No. 1".

The application was heard by the Board at a Public Hearing in Winnipeg,
Manitoba on July 5, 1978, following which Unitization Order No. 29 was made and
passed by the Board on September 7, 1978.
RECOMMENDATTON:

That approval be given to Unitization Order No. 29 in accordance with
subsection 78(5) of The Mines Act. .
JUSTIFICATION:

The amendments to the Flan for Unit Operation are of a housekeeping nature
and mainly pertain to changes in the accounting procedures to:

1, Provide for better overall efficiency for the operstion of the Unit.
2. Bring the Plan for Unit Operation into line with other Plans of recently formed Units.

3., Allow the Unit Operator to increase the limit of charges and expenditures to account
for inflation.

4. Place greater authority with the Operating Committee of the Unit to amend certain
parts in the Plan for Unit Qperation.

The evidence submitted at the Hearing satisfied the Board that the amendments
to the Plan for Unit Operation were acceptable to the Board.

The amendments only affect the Working Interest Owners in the Unit and
written consents were received from the majority of Working Interest Owners to each
of the amendments.

The consents ranged from 89.32007% to 100% of the Wokking Interest in the Unit.

THIS DOCUMENT TO BE PREPARED UNDER THE CATEGORICAL HEADINGS:—
SUBJECT / BACKGROUND / RECOMMENDATIONS / JUSTWICATION

MNR-c-2




SUBMISSION TO CABINET

DEPARTMENT OF MINES, RFSQURCES AND ENVIRONMENTAL MANAGEMENT

The 0il and Natural Ges Conservation Board Unitization Order
Nos. 25, 26, 27, 28, 29 and 30.

BACKGROUND:

il

At a Public Hearing on July 5, 1978 The 0il and Natural Gas
Conservation Board (hereinafter referred to as the Board) heard
applications by Chevron Standard Limited as Operator of the
following six (6) Units: _

North Virden Scallion Unit No. 1
Virden-Roselea Units Nos. 1, 2 and 3
Routledge Unit No. 1

Daly Unit No. 3

The applications pertained to proposed changes to the Flans for

Unit Operation Governing the Unitized Management Operation and
Further Development of each of the subject Units. The amendments
are of a housekeeping nature and will give the Operating Committees
of each of the Units greater authority to make changes in the
accounting procedures and increase charges to account for inflation
so as to provide for better efficiency in the operation of the Units.,
The proposed amendments will also bring these Plans into line with
one another and with similar plans in effect in other units in the

province.,

Signed consents from a large majority of the parties in each of
the Units to be affected by the proposed amendments were filed

with the Board and no interested party appeared at the -Hearing

to present its objection.

On September 7, 1978 the Board made and passed Unitization Order
Nos. 25, 26’ 27 4 28, 29 and 30.

RECOMMENDATION:

78 09 14

That approval be given to the subject six (6) Unitization Orders
in accordance with subsection 78(5) of The Mines Act.

Original Signed By
A. BRIAN RANSOM

Minister.
SEP 211978
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 (¢) by..The Qil and Natural Gas Conservation Board .

THE REGULATIONS ACT

CERTIFICATE

. : (sec 13 Reg. 1-45)

) A ZDerekBéﬁsm__ ................................. . CIerk of the Executive Council .
hereby certify that the “attached rezulation marked “A” is a true c0py oI the onmml reguhtion _

(TxtleorsubjectMatter)

(b) madepursuant to .. TNE Mines Act e
(Act authorizing)

@) onthe....ltB  aayof. . September AD. 1078,
(Date Regulation was made)

(e) approved of by Order-in-Council No...914/78 . the..27th day of September

ResourcesandmvironmentalManagement N

(f) which regulation comes into force on the day it is filed with the Registrar of Regulations (or the
.8t . dayot...._Qctober _AD. 19.78) ana

(g) replaces or amends regulation as follows.§m9ndsnamt°bane5ulat1°n71/70bemg

The (il and Natursl Gas Conservation Board Unitization Order No. 8.

DATED this .28th 4.y of  September  ,n 19 78

OB

Clerk of the Executive Council
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The 011 and Natural Gas Conservation Board l'-rra..‘.l

Registrar of Regulation:
UNITIZATION ORDER NO, 29
Amending Unitization Order No. & Pertaining to

 ROUTLEDGE UNIT NO.'1

Made and Passed Pursuant to "The Mines Act", Cap., M160, of the
. Continmuing Consolidation of the Statutes of Manitoba, and
" . Amendments Thereto, by The (0il and Natural Gas
o Conservation Board of Manitoba ) :

Effective at the hour of seven o'clock in the forenoon, official
time, on the first day of October, A.D., 1978, the Flan for Unit
Operation Governing the Unitized Management Operation and Further
Development of Routledge Unit No. 1 set cut in Unitization Order
No. 8 (Manitoba Regulation 71/70) is amended as follows:

1, Section 5.09 is rescinded, and the following is substituted
therefor: : ' ‘ ,

5.09 Unit Operator shall keep mimutes of the proceedings

of each meeting of the Operating Commitiee and a copy .
thereof shall be forwarded to each member thereof., Such ,
minutes need not be a verbatim record of all the proceedings,
but shall show the names of the representatives present at
the meeting, &ll motions and resolutions offered or acted
upon, together with the result of such action and such

other formal action as may be taken by the Qperating
Committee., Unless within forty~five (45) days of the date
of mailing of the mimites a member of the Operating
Committee advises Unit Operator of an error or omission

or otherwise in such mimites, such minmutes shall be deemed
conclusively to be correct for all purposes. The Unit
Operator shall mail out the minmutes of each meeting to

each member of the Operating Committee within 30 days

of the date of such a meeting.

2, Paragraph (j) of Section 6.03 is rescinded, and the follotring
is substituted therefor:

6.03(3J) To amend Part XXVI hereof from time to time whether
in whole or in part, PROVIDED THAT, two copies of any
amendments to Part XXVI shall be filed with the Conservation
Board,




2—Unitization Order No. 29 .

3. Section 7.04 is rescinded, and the following is substituted
therefor:

7.04 In addition to any expenditures which Unit Operator
is specifically euthorized to meke, Unit Operator is :
authorized to meke an expendlture not in ‘excess of TWenty
Thousand ($20,000,00) Dollars, in respect to any single X
~undertaking without the approval of the Operating Committee,
or such other amount as may from time to time be approved
.- by a vote of the QOperating Committee, PROVIDED THAT, two
' copies of eny such amendment spproved by Operating Committee
shall be filed with the Conservation Board. -Unit Operator
may, without approval of the Operating Committee, take such
“action and make such expenditures for the Common Account
as it may deem necessary in order to protect life or property.
Within fifteen (15) days after tsking any such action or
- making such expenditures, Unit Operator shall advise the
Operating Committee of such action and expenditures.

h; Section 18,04 is rescinded, and the following is substituted
therefor:

18,04 Unit Operator may settle any claim arising out of
unit operations and not discharged by insurance as herein
( : - . provided, but no claim shall be settled by Unit Operator
L in an amount in excess of Five Thousand ($5,000.00) Dollars
‘ unless Unit Operator first obtains the approval of the
Operating Committee to such settiement.

5. Paragraph (a) of Section 26.07 is rescinded, and the following
substituted therefor:

(a) salaries, wages and related expenses of Unit Operator's
persormel, up to and including the first level of supervision,
directly employed on the Joint Property in the development, .
maintenance and operation thereof, including salaries and
wages paid to landmen acquiring rights-of-way, settling

damage claims, etc., and to technical employees, such as
geologists, engineers and other employees who are temporarily
assigned to and located at and directly engaged on the Joint
Property.

6. Clause (b) of Subparagraph (iii) of Paragraph (k) of Section 26.07
is rescinded, and the following is substituted therefor: '

(b) $65.00 per day for each drilling well, wells being

plugged back, drilled deeper, reworked, or converted to

source or input wells; charges to commence on the dste the

well is spudded or operations are commenced and terminate

when the drilling rig or service rig as the case may be is
{ released, except that no charge should be made during the

‘suspension of drilling operations for fifteen (15) or more
consecutive days.
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7. Clause (c) of Subparégraph (1ii) of Paragraph (k) of Section 26.07
is rescinded, and the following is substituted therefor:

(¢) The charge in respect to construction of Unit Facilities

including, but not limited to, water injection plent, battery .

consolidation, injection pipeline systems and water supply
systems shall be calculated on direct expend:.tures on t.he
i‘ollowing basis: -

T Lo me e - e
[ A el T L - gt

" s# of expenditures up to $50,000.00; pliis
3% of -expenditures over $50,000.00 and up to $150,000 00, plus
1% of all expenditures over $l50,000 00.

-

0il and Natural Gas Unit.:l.zatlon Order No., 29
made and passed this “}'* day of Se.f\'me“g
A.Dsy 1978 at the City of Winnipeg in the
Province of Manitoba, by The 0il and
Natural Gas Conservation Board.
J. S. Dr. Ien Haugh,

Chaiymhan, Deputy Chairm
The /¢i) and Natural Gas The 0il and Natural Ges
: . Conservation Board.
i/
{
‘%MF. Redgwell, O\
Member,

The 0il and Natural Gas
Conservation Board.




Order-in-Council" -

ON MATTERS OF STATE

To His Honour the Lieutenant-Governor-in-Council
The undersigned, The Minister of Mines, Resources and Eayironmental Management
submits for approval of Council a report setting forth that:

WHEREAS, subsection (3) of Section 76 of The Mines Act, being Chapter ML6O of The
Continuing Consolidation of The Statutes of Manitoba provides as follows:

n76(3) If the board is of the opinion that the operation of the pool,
field, or part thereof, as a unit would prevent waste therein having
regard
BT . {a) to the production and recovery of oil and gas;
R . -+ {b) to the gathering and processing of gas;
D -20 to the disposal of salt water produced;
d) +to the rights to each owner to a reasonable opportunity
of recovering or receiving 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 pertaining 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, subsection (L) of Section 78 of the sald Act provides as follows:

n78(L) Upon receiving an application from a working interest owner
under subsection (2) or (3), the board shall hold a re-hearing of the
matters covered in, or hold a hearing to consider amendments to, the
order."; ' '

AND WHEREAS, subsection (5) of Section 78 of the said Act provides as follows:

m78(5) After holding a re-hearing of the matters covered in an order,

or a hearing to consider amendments to an order, the board may, subject

to the approval of the Lieutenant Governor in Council, make an order
amending the order in any way or revoking the order and substituting

a further order therefor, or revoking the order without any substitution.';

AND WHEREAS, The 0il and Natural Gas Conservation Board, by its Unitization Order No. 8,
dated March 23, 1970, pursuant to Subsection 76(3) of The Mines Act, ordered that part
of the Routledge Field be operated as a Unit, to be known as Routledge Unit No. 1;

. AND 'M{EE?.EAS,'thé said Order was approved by the Lieutenant~Governor-in-Council by
... Order-in-Council No, 406/70, and filed under The Regulations Act as Manitoba
-~ Regulation 71/70; .

~ ““ iND WHEREAS, Chevron Standard Limited, as the Unit Operator of Routledge Unit No. 1,
-....has applied to The (il and Natural Gas Conservation Board pursuant to Section 78 of

. '—The Mines Act to make certain emendments to the above Order;

AND WHEREAS, The Oil and Natural Gas Conservation Board held a hearing on July 5, 1978
to consider the application by Chevron Standard Iimited;

AND WHEREAS, The 0il and Natural Gas Conservation Board upon due consideration of the
said application and testimony at the hearing and pursuant to Subsection 78(5) of The
Mines Act has made Unitization Order No. 29, dated September 7, 1978, set out in the
Schedule hereto, amending Unitization Order No. 8;

AND WHEREAS, it is deemed advisable to approve Unitization Order No. 29 of The Oil and
Natural Gas Conservation Board set ocut in the Schedule hereto;

Copies to: Dr. I, Haugh /

AT WS R
RREA L S

Mc. J. Redgwell
/te OctoBer 4, 1978
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THEREFQORE hey the Minister, recommends:

THAT, Unitization Order No. 29 of The (il and Natural Gas Conservation Board,
set out in the Schedule hereto be approved.

IN THE EXECUTIVE COUNCIL CHAMBER, WINNIPEG

Upon consideration of the foregoing report and recommendation Coupfcil gdvises thet it/ be done as recom-
mended.
v /.

27th September 1978

--------------------------------------------------------------------------------

AT GOVERNMENT HOUSE IN THE CITY OF WINNIPEG

: 27
Approved and Ordered this .............. th  dayof September AD.19..78
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DEPARTMENT OF MINES, nesounc:;Mm;a ENVIRONMENTAL MANAGEMENT
TRANSMITTAL MEMORANDUM
FOR A
ORDERS -IN - COUNCIL
SUBJECT_The
ORDERS-IN-COUNCIL PREPARED FOR__Sidney Green, Minister of M., R. & E. M.

ORDER-IN-COUNCIL PREPARED BY_ _H. C. Moster, Director, Petroleum Branch

JUSTIFICATION

PREPARED 8Y_H, C, Moster
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GENERAL PROCEDURES

1. This transmittal memorandum together with twenty-one copies of a justification document must accompany
all Orders-in-Council sent to the Minister of Mines, Resources and Environmental Management.

2. This transmittal memorandum must accompany the Order-in-Council until its dispasition by the minister,
ot which time it is requested that this memo be detached from the Order-in-Council and returned to the
office mentioned below.

3. The following sequence must be maintained in the routing of the attached Order-in-Council, please sign
this memorandum prior to routing to next area.

4. Originator must check appropriate boxes in alternate sections 2-6-7-8 are required.
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MANITOBA

DEPARTMENT CF MINES, RESOURCES AND ENVIRONMENTAL MANAGEMENT

ORDER -IN - COUNCIL
JUSTIFICATION DOCUMENT

THE MINISTER OF MINES, RESOURCES AND ENVIRONMENTAL MANAGEMENT PROPOSES TO SUBMIT TO CABINET
FOR APPROVAL, AN ORDER-IN-COUNCIL RELATING TO THE FOLLOWING SUBJECT MATTER.

BACKGROUND

Chevron Standard Limited, as Unit Operator of Routledge Unit No., 1, made
application to The Oil and Natural Gas Conservation Board for approval of an
amendment to the "Flan for Unit Operation Governing the Unitized Msnegement Operation
and Further Development of Routledge Unit No. 1". The smendment would permit the
Unit Operator to charge a higher overhead rate for all producing operations in
the Unit,

The application was heard by the Board at a Public Hearing in Winnipeg,
Manitoba on March 12th, 1976. Unitization Order No. 21 was made and passed by
the Board on May 4th, 1976 approving the application,
RECOMMENDATION ‘
That approval be given to Unitization Order No. 21 in accordance with
Section 78(5) of "The Mines Act",
JUSTIFICATION

The evidence submitted et the Hearing satisfied the Board that the
requested amendment was jJustified. :

The proposed smendment only affects the Working Interest Owners., Written
consents to the amendment were received from Working Interest Owners holding more
than 88% of the participating interests in the Unit.

No objections were presented.

THIS DOCUMENT TO BE PREPARED UNDER THE CATEGORICAL HEADINGS:—
SUBJECT / BACKGROUND / RECOMMENDATIONS / JUSTIFICATION




SCHEDULE
THE OIL AND NATURAL GAS CONSERVATION BOARD

UNITIZATION NO, 21

AMENDING UNITIZATION ORDER NO. 8 OF THE BOARD
MADE UNDER THE MINES ACT

Effective &t the hour of seven o'clock in the forenoon,
Central Standard Time, on the first day of June, 4.D., 1976, the Plan
for Unit Operation Governing the Unitized Msnagement Operatiom and
Further Development of Routledge Undit No. 1, set out in Unditization
Order No. & (Manitoba Regulation 71/70) is amended as follows:

1. Clsuse (&) of subparagraph (iii) of paragraph (k) of Section 26.07
is rescinded, and the following substituted therefor:

n(a) $7,000.00 per month for all producing operations."

0il and Natural Gas Unitizatjon Order No, 21,
made and passed this < day of /fZ;y
A.D., 1976, at the City of Winnipeg, in
the Province of Manitoba, by The 0il and
Natural Ges Conservation Board.

Approved:

Sidney Green,
Minister of Mines, Resources
and Environmental Management.

Conservation Board.

+ T. Cowley, P.
&

The 0il &nd Natural Gas
Conservation Board.

Dr. I. Hsugh,
Member,
The 011 and Naturf&l Gas

Conservation Board.
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Order-in- Counci.l

MANTTOBA ON MATTERS OF STATE

To His Honour the Lieutenant-Governor-in-Council

The undersigned, The Minister of Mingss.Resources..and. B conmental. MANSGENENE. ... eressiesssmrsen:
submits for approval of Council a report setting forth that:

WHEREAS ; subsection (2) of Section 78 of "The Mines Act", being Chapter M60 of
the Continuing Consolidation of the Statutes of Manitoba, provides as follows:

n78(2) Where an order contains no provision as to
limitation on a further application with respect to the
order, any working interest owner may apply for, or the
board may of its own motion hold, & re-hearing of the
matters covered by the order, or a working interest owner
may apply for, or the board of its own motion may hold a
hearing to consider, smendments to the order.";

AND WHEREAS, subsection (4) of Section 78 of "The Mines Act" provides as follows:

w78(4) Upon receiving an application from a working
interest owner under subsection (2) or (3), the board
shall hold a re~-hesring of the matters covered in, or hold
a hesring to consider amendments to, the order.";

AND WHEREAS, subsection (5) of Section 78 of "The Mines Act" provides &s follows:

n78(5) After holding a re-hearing of the matters
covered~in an order, or a hearing to consider amendments
to an order, the board may, subject to the approval of
the Lieutenant Governor in Council, make &an order amending
the order in any way or revoking the order and substituting
a further order therefor, or revoking the order without any
substitution,";

AND WHEREAS, The 0il end Natural Gas Conservatigii-Board, by its order dated
March 23rd, 1970 (Unitization Order No. 8), ordered that part of the Routledge
Field be operated &s & Unit, to be known as Routledge Unit No. 1;

AND WHEREAS, the said Order was approved by the L'leutenant—Governor—in—Couhcil by

Order~-in-Council No. 1-,06/70 y énd filed under The Regulations Act as Manitoba
Regulation 71/70; :

WHEREAS, the Unit Operator of-Routledge Unit No. 1 has spplied to The Oil
snd Natural Gas Conservation Board to have certain amendment made to the above
Order;

AND WHEREAS, The Oil end Naturel Gas Conservation Board held & Hearing on the _
spplication on March 12th, 1976; '

AND WHEREAS, The 0il end Natural Gas Conservation Board has made the Order, dated
May 4th, 1976 set out in the Schedule hereto, smending the sbove mentioned Order;

AND WHEREAS, it is deemed advisable to approve the Order of The 0il and Natural
Gas Conservation Board set out in the Schedule hereto. -

Copies to: Mr. Roper
' Dr. Haugh
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THEREFORE he, the Minister, recommends:
THAT the Order of The 0il end Natural Gas Conservation

Board, set out in the Schedule hereto, be approved.

7
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IN THE EXECUTIVE COUNCIL CHAMBER, WINNIPEG
Upon consideration of the foregoing report and recommendation Council advises that it be done as recom-
mended.
26th May, 1975 .

--------------------------------------------------------------------------------

ADMINIS{T-I‘RATOR

!



CABIIET MEMO

DEPARTMENT OF MINEE AND BATURAL RESOURCES

BUBJECT :

Authorization of the Minister of Minss and dstural
Hesources to consent %o & "Plan for Unit Opsration
Governing the Uniticed Mansgement Operstion and
Further Development of Routledge Unit Eo,l" .

EXPLANATION:

Chavron Btandard Limited applied to the Oil and Natural
Gas Conservation Board for approvel of a “Flan for Unit
Operation Governing the Unitised Management Operation and
Further Development of Routledge Unit Nc.1". The Bosrd
hold & Public Hearizng in respect to this applicatiom,

and issued Wﬂ_&, spproved by Order-
in~-Council No. 70, for operation of the sdbove Unit.
The oparation of all such Units affects the manner of
payment of the Crown royalty, and Bection T2 of The
Mines Act provides that the Lisutenant-Governor-in-
Couneil may suthorise the Minfster of Mines and Natursl

Resources to enter intc unitization agresmsnts and
agreemsnts in respect to the payment of Crown royalty.

Under the "Plan for Unit Operation Governing the
Unitized Management Operation and Purther Development
of Routledge Unit No.l", the payment of royalty due
the Crown vill be provided for on the Lesis of Tract
participation.

The Crown Tracts in the Unit wvill receive a participating
interest of 36.88 per cent in the total oil produeed
from the Unit Area. The royalty received by the Crown
vill be 12% per ceant of this allotment.

Under Unit operations it is estimated that ultimate
recoverable oil for the Crown Tracts vill amount to
5,960,000 barrels by the year 1994, compared vith an
estimated 3,800,000 berrels that would be recovered
under competitive opsration and probable abandonment
of all Crown wells by 197T9.



‘he increase in recoveradle oil allotted to the Crown
Tracts by perticipation in the Unit will result in a
rayalty inareass of some $67T7,T00 by 199k, based on
present~day prices for eruds oil.

The operation of other Unitas in the Proviace shows the
following lncrease in Crown royalty to December 31,
1969:

North Virden Seallion Unit ¥o. 1 - $145,660

Yirden~Roselea Unit ¥o. 1 - 81,kk2
Virden-Roselea Unit Xo. 2 - 95,856
Virden-Roselea Unit ¥o. 3 - 55,948
Totel - $378,903

sMDAT 10N :

That toe Minister of Mines snd Natural Resources de
authorised to consent to the “Plan for Unit Operation
Ouverning the Unitized Management Cperation and Purther
Dl‘G;J.opl.nt of Routledge Unit No. 1", dated December &,
1969,

MIHIBTER OF VINES AKD KATURAL RESOURCES
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ON MATTERS OF STATE

To II-Iis Honour the Lieutenant-Governor-in-Council
The undersigned, the Minister of Mines and Natural Resources, ... _

1959, Chapter 38, provides as follows:

P

In The Executive Council Chamber, minnipcg

AD. 1970 .

in the Chair.

APR 2 3 1970

406

submits for approval of Council a report setting forth that:

WHEREAS, Section 73 of "The Mines Act%, Statutes of Manitoba,

| "73. (1) The board, upon its own motion, may,
'~ or, upon the application of a working interest owner
of a tract that exceeds a spacing unit in areas, and
B " that is within the pool, field, or part thereof,
st shall hold a hearing to consider the adv:.sa.bll.’z.tj or

‘necessity for the operation of a pool,

. thereof,

_the operation of the pool,
a unit would prevent waste

as & unit.

field, or part

: (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 zrea 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 information as tie

_board may require.

(3) If the board is of the opinion that

field, or rart thereof, as
t.here:.n having regard

(a) to the production and recovery of

oil and gas;

(b) to the gathering and processing

of gas;

(¢) 1o the disposal of salt water

produced;

{(d) to the rights of each owner to a
reasonable opportunity of recovering or
recelving the oil and gas in which he has
an interest or ihe equivalent thereof withe
out being required to drill unnecessary

 wells or
therefor; and

Lo incur other unnecessary expenses

(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 Lieutcnant-
Governor-in-Council, order that the pool, field, or

part thereof, be operated as a unit.t;
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AND WHEREAS, Section 74 of "“The Mines Act“, Statutes of Manitoba,
1959, Chapter 38, provndes as follows:

7L, The board shall not make an order under sub- '
section (3) of section 73 unless

(a) the working interest owners of over
seventy-five per centum of the area of the proposed
unit area have agreed in writing to the proposed

- plan of unit operation, or, if one working interest
owner is the working interest owner of scventy-five
per centum or more, but less than one hundred per

“centum, of the area of the mroposed unit area,
that viorking interest owner and at least one other
working interest owner of a tract in ilhe proposed
unit area, have agreed in writing to the proposed
plan of unit operation; and

(v} +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 ovner having such royalty
interests, have agreed in writing to the proposed
plan of unit operation.';

AND ViEREAS, The Cil and Natural Gas Conservatiion Board received -
an application from Chevion Standard Limited, on behalf of itself and other
working interest owners in tiie Routledge Field in Manitoba, requesting the
Board to hold a hearing to consider the advisability or necessity for the
operation of a certain part of the Routledge Field in Manitoba zs a unit,
and to consider a proposed plan of unit operation of the proposed unit area;

AND WIEREAS, the-Board, pursuant to Section 73 of "The Mines ActM,
held public heerings on December 4, 1969, end March 19, 1970, for the pur-.
pose of considering a Plan for Unit Operation Governlng the Unltlzcd
Management Operation and Further Development of Routledge Unit No. 1;

AND WHEREAS, upon due consideration of the submissions and testimeny
at the hearings, the Board has found:

{2) That the operation of a certain pzrt of the
Routledge TField in Manitoba as more partic-
ularly delineated in the Plan for Unit
Operation Governing the Unitized Management
Operation and Further Develoyment of
Routledge Unit No. 1, dated December 4, 1969,
is recsonsbly necessary to prevent waste,
and to increase substantially the recovery
of 01l

(b) ”hat 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 operciicn;
(¢c) That such operaticon will result in general
advaniage Lo Lhe ovners of oil and gas rights
within the proposed unit area;

(d) That the provisions of Section 74 of "[he iliues
Act" have been complied with,




e

AND WiLREAS, subsections (1) and (3) of Section 4 of The
wgulations Act, being Chapter 224 of the Revised Statutes, provide
s follows: .

(-

I

"4e (1) Subject to subsections (2) anda (2},
the registrar shall, within one month of the filing
Lhereof, publish cvery regulation in The Manitoba
Gazette,

(3) Where & regulation, in the opinion
of the Lieutenant—Governor-in—Council,

(a) has been available in printed
form to all persons who are likely to be
interested tucrein; and

(b) is of such length as to render
publication thereof in The Manitoba
Gezelte unnecessary or undesirable,

the Lieutenant-Governor—in~Council, by order-in~-
council, may dispense with the publication thereof;
ard the regulation shall upon registration thereof
be as valid against all persons as if it had been
published.";

AND WIIREAS, on the 23rd day of March, 1970, The O0il and
Natural Gas Conservation Board made Unltization Order No. 8, as set out
in the schedule hereto;

AND WIHEREAS, it is deemed necessary and expedient that the said
Order be approved, and that the publication of the Plan referred t¢ in

the said Unitization Order in The Manitoba Gazetfe be dispensed with,




THEREFQORE he, the Minister, recommends:

: : 1 H )
T.AT Unitization Order No. 8, and Plan attached thoreto, made by The Cil

:na Natural Gas Conservation Board on the 23rd day of March, 1970,
be approved. :

2+ THAT publication of the Plan attached to the said Unitization Order Ng. 8
in The lanitoba Gazette be dispensed with.

Submifted and Recan ded

]

A

N /
- ///f)/ ' , Minister of .Mines”and Natural\Resourcese . "

Upon consideration of the foregoing report and recommendation Council advises that it
be done as recommended by the Honourable the Minister of Mines_ and Natural Resources
; and His Honour the Lieutenani-Governor-in-Council is pleased to

approve the said report and recommendation and doth order

ident of the Couneil
or _
Presiding Member of the Executive Council.

EC-a-10




THE OIL AND NATURAL GAS CONSERVATION BOARD
UNITIZATION ORDER NO. 8

Pertaining to the Unitized Management Operation and Further
Development of Routledge Unit No, 1.

Made and passed pursuant to The Mines Act, R. S. M., 1954,
and amendments thereto, and approved by Order—in-Council
No. 406/70, by The Oil and Natural Gas Conservation Board,

1, Effective at the hour of seven o'clock in the forenoon,
Central Standard Time, on the first day of May, 1970,
that a certain part of the Routledge Field to be known
as the Unit Area shall be operated as a Unit in accordance
with the attached Plan for Unit Operation Governing the
Unitized Management Operation and Further Development of
Routledge Unit No. 1, dated December 4, 1969, and shall
be known as Routledge Unit No. l.

2., Unless otherwise authorized in writing by the Board, the
Unit Operator shall, within six weeks of the expiration
of each calendar year, file with the Mines Branch a report
of the progress and performance of the Unit Cperation,

showing graphically

(a) The daily average rate of oil production during
each month of each producing well;

(b} The average water-oil ratio during each month
of each producing well;

(¢) The monthly cumulative oil and water production
for each producing well;

(d) The notation of any well treatment or workover,
which shall be indicated on the graph.

0il and Natural Gas Unitization Order No. 8,
made and passed this 237 day of March,
A. D., 1970, at the City of Winnipeg, in
the Province of Manitoba, by The Oil and
Natural Gas Conservation Board,

. Winston Mair,
Chairman,
Natural Resources. The 0il and Natural Gas
Conservation Board.

:7 W—:‘ o —_— .
. E.c}lamﬂ, . Gobe N '

Deputy Chairman, Member,
The 0il and Natural Gas The 0il and Natural Gas
Congervation Board. Conservation Board.




Ch

Ny

Chevron Canada Resources

500 - Fifth Avenue S.W., Calgary, Alberta T2P OL7
Phone (403) 234-5000 Fax (403) 234-6214

R.A. Pashelka
Vice President and November 1, 1991
General Counsel

Plan for Unit Operation

Routledge Unit No. 1 Hile
Our File No. 55,479-4 < Un. + A_’m T
oA
ULt Plee

The Oil and Natural Gas Conservation Board,
Attention: Mr. Jlan Haugh

Room 309 Legislative Building,

Winnipeg, Manitoba.

R3C 0V8

Attention: Mr. Ian Haugh
Dear Sirs:
We wish to advise that the Operating Committee, by Mail Ballot No. 91-3, has approved

amendments to subparagraph (a) of Section 16.07 (k)(iii), effective October 1, 1991, in

accordance with Section 6.03 (j) of the Plan for Unit Operation, as amended by Unitization Order
No. 25.

Two (2) copies of revised pages 82 and 82A to the Plan which reflect the changes are enclosed
herewith for your records.

Yours very truly,

M. A. (Peggy) SIM],
Legal Assistant

Encls.




Revised by Mail Ballot 91-3
Effective: October 1, 1991

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 chargeable to the Common
Account under the provisions of paragraph (a}
of Section 26.07.

(ii) Cost of maintaining and operating an area
office and all necessary camps, including hous-
ing 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.

(i)  Any other costs of operating the division
and/or principal office of the Unit Operator.

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

(a) 5% of the operating cost for all pro-
ducing operations pius $150.00 per
month per producing well.

For this purpose, a producing well
means a weli for the Common Account
that in a calendar month:

- is equipped for and is capable of
producing crude oil; or

- is connected to a permanent gas
sales outlet, source or injection
system; or

- is used as a disposal well;

provided that; a well that is drilling
during the entire month or is perma-
nently shut-in and awaiting abandon-
ment shall not be considered a produc-
ing well; a well compieted in more
than one zone for segregated produc-
tion shall be considered a separate

-82-




Revised by Mail Ballot 91-3
Effective: October 1, 1991

(b)

©

- 82A -

producing well for each such zone; an
injection, source or disposal well shall
be active during at least one day of the
month to be considered a producing
well and a temporarily shut-in oil or
gas well shall not be charged for over-
head longer than three consecutive
months after being shut in.

For each drilling well, wells being
plugged back, completed, production
tested, capped, abandoned, deepened,
redrilled or reconditioned (except
routine cleanout and pump or rod
pulling operation) or wells being con-
verted to source, injection, observation
or production wells:

3% of the first $50,000.00 of the ex-
penditure; plus

2% of the next $100,000.00 of the
expenditure; plus

1% of the expenditure exceeding
$150,000.00.

The charge in respect to construction
of Unit Facilities, including, but not
limited to, water injection plant,



Revised by Mail Ballot 91-3
Effective: October 1, 1991

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 andfor principal
office other than those who are directly
engaged on the Joint Property and whose
salaries are chargeable to the Common
Account under the provisions of paragraph (a)
of Section 26.07.

(i) Cost of maintaining and operating an area
office and all necessary camps, including hous-
ing 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.

(i)  Any other costs of operating the division
andfor principal office of the Unit Operator.

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

(a) 5% of the operating cost for all pro-
ducing operations plus $150.00 per
month per producing well.

For this purpose, a producing well
means a well for the Common Account
that in a calendar month:

- is equipped for and is capable of
producing crude oil; or

. is connected to a permanent gas
sales outlet, source or injection
system; Or

- is used as a disposal well;

provided that; a well that is drilling
during the entire month or is perma-
nently shut-in and awaiting abandon-
ment shall not be considered a produc-
ing well; a well completed in more
than one zone for segregated produc-
tion shall be considered a separate

-R2 .
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Revised by Mail Ballot 91-3
Effective: October 1, 1991

(b)

(©)

- 82A -

producing well for each such zone; an
injection, source or disposal well shall
be active during at least one day of the
month to be considered a producing
well and a temporarily shut-in oil or
gas well shall not be charged for over-
head longer than three consecutive
months after being shut in.

For each drilling well, wells being
plugged back, completed, production
tested, capped, abandoned, deepened,
redrilled or reconditioned (except
routine cleanout and pump or rod
pulling operation) or wells being con-
verted to source, injection, observation
or production wells:

3% of the first $50,000.00 of the ex-
penditure; plus

2% of the next $100,000.00 of the
expenditure; plus

1% of the expenditure exceeding
$150,000.00.

The charge in respect to construction
of Unit Facilities, including, but not
limited to, water injection plant,
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2700 THE ALBERTA STOCK EXCHANGE TOWER
300 FIFTH AVENUE S.W., CALGARY, ALBERTA, CANADA T2P 3C4
TELEX 03-825692 . FAX (403) 260-2995 . TELEPHONE (403) 260-2900

October 1, 1991

Manitoba Energy and Mines
Petroleum Branch

555 - 330 Graham Avenue
Winnipeg, Manitoba

R3C 4E3

Dear Sirs:

Re: Sale of canada Northwest Energy Limited's
Interest to Chevron Canada Resocources:
Daly Unit No. 1
Daly Unit No. 3
Routledge Unit No. 1
Virden-Roselea Unit No. 1
Virden~Roselea Unit No. 3

We wish to advise that effective September 1, 1991 Canada
Northwest Energy Limited assigned its entire interest in the
above referenced Units to Chevron Canada Resources.

Furthermore, Canada Northwest Energy Limited resigned as
Unit Operator of the Daly Unit No. 1 effective as of
September 1, 1991. By virtue of a mail ballot amongst the
working interest owners in the Daly Unit No. 1 Chevron
canada Resources was appeointed as the succeeding Unit
Operator effective as of September 1, 1991.

We request that any well 1licenses or pipeline permits
pertaining to the captioned Units that are currently
registered in the name of Canada Northwest Energy Limited be
transferred to Chevron Canada Resources Limited, in its
capacity as Managing Partner on behalf of the Chevron Canada
Resources partnership. The address for service shall be:

Chevron Canada Resources Limited
500 - 5th Avenue, S. W.

Calgary, Alberta

T2P OL7

Attention: Manager, Units and Joint Ventures



Thank you for your co-operation in this matter.

CANADA NORTHWEST ENERGY LIMITED CHEVRON CANADA RESOURCES,
by its Managing Partner,
CHEVRON CANADA RESOQURCES
LIMITED

Per: %"“‘V%\m v Per: M

SENIOR JK:E PRESIDENT



June 22, 1987

Chevron Canada Resources Limited
500 - 5th Avenue S5.W.

Calgary, Alberta

T2P OL7

Dear Sirs:

Re: North Virden Scallion Unit No. 1
. Virden Roselea Unit Ro. 1
Virden Roselea Unit No. 2
Virden Roselea Unit No. 3
Routledge Unit No. 1
Daly Unit No, 3

Your letters of May 27, 1987 and June 1, 1987 relating to

modifications in the Unit Plans for the subject Units are acknowledged with
thanks.

Sincerely yours

ORI SIGNED 3

. LI~ il a(
Vit M MeLONALD D 2xg3

- Wm. McDonald
Deputy Chairman

LRD/1k

b.c. Charles S. Kang
B. Ball

Petroleun



Chevron

~

R. A Pashelka

Chevron Canada Resources Limited
500 - Fifth Avenue S.W., Calgary, Alberta T2P OL7

1987-05-27

Genaral Coynse!

Plan for Unit Operation
Routledge Unit No. 1

The 011l and Natural Gas Conservation Board,
Room 309 Legislative Building, '
Winnipeg, Manitoba.

R3C GV8

Attention: Mr. Charles S. Kang, Chalrman

Dear Mr. Kang:

We wish to advise that the Operating Committee, by Mail Ballot No. 87-2,
has approved amendments to subparagraph (b) of Section 26.07 (k) (111),
effective May 1, 1987, in accordance with Section 6.03 (J) of the Plan for
Unit Operation, as amended by Unitization Order No. 29.

Two (2) coples of revised page 82 of the Plan, reflecting these amendments,
are enclosed herewith for your records.

Yours very truly,

D. P. LOUGHEED

/ps
Encls.

L AN
m&ﬁsmvmm BOARD
WINMIPEG. MANITOBA

JUN -2 1987

RECEIVED

D NATURIE;S—-]
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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
galaries are chargeable to the Common Account
under the provisions of paragraph (a) of
Section 26.07.

(i1) Cost of maintaining and operating an area
office and all necessary camps, including
housing facilities for employees if necessary.
The expense of, less any revenue from, these
facilities shall include depreclation or a
fair monthly rental in lieu of depreciation on
investment.

(111) Any other costs of operating the division
and/or principal office of the Unit Operator.

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

(a) §7,000 per month for all producing
operations.

(b) For each drilling well, wells being
plugged back, completed, production
tested, capped, abandoned, deepened,
redrilled or reconditioned (except
routine cleanout and pump or rod pulling
operation) or wells being converted to
gsource, injection, observation or
producing wells:

3% of the first $50,000.00 of the
expenditure; plus

2% of the next $100,000.00 of the
expenditure; plus

1% of the expenditure exceeding
$150,000.00.

(c) The charge in respect to comstruction of
Unit Facilitlies, including, but not
limited to, water injection plant,

- 82 -~ Revised by Mail Ballot No. 87-2
Effective: May 1, 1987.
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400 FIFTH AVENUE S.W., CALGARY 1, ALBERTA
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April 13, 1970 APR 14 1970 ]

ASSISTANT DEPUTY MINISTER'S
__ OFFICE_

e ey e

Proposed Routledge Unit No, 1

Department of Mines and Natural Resources
1010 Norquay Building

401 York Avenue

Winnipeg 1, Manitoba

Attention: Mr. M. J. Gobert
Gent lemen:

To further elaborate on the incentives for the Crown to participate in the pro-
posed Routledge Unit No. 1, we submit the following comments, some of which
were presented by letter dated November 7, 1969 and attachment thereto (copy
attached):

1. It is anticipated that the production for the entire project area will
increase over the 1969 average rate because of:

(a) high fluid withdrawals
(b) more efficient operation through unitization.

2, Tt will become practical to produce certain wells at high fluid rates
since unitization will protect correlative rights and will make possible
the economic provision of adequate facilities where they may not exist
under a competitive operation.

3. Operations will become more efficient with the consolidation of unitized
producing facilities. This will result in an improvement in the economic
limit which will make it feasible to produce those wells that might other-
wise be suspended or abandoned.

4. The wells on the following tracts are deemed to have high fluid withdrawal
potential that would represent a 350 to 500 BOPD increase in production
very early in the life of the project:

3-16-9-25 WPM 10-17-9-25 WPM
5-16~9~25 WPM 14-17-9-25 WPM
12-16-9-25 WPM 1-19-9-25 wrM
13-16-9-25 weM 4-20-9-25 WPM
8-17-9-25 WPM 4-21-9-25 WpPM

9-17-9-25 WIM
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Department of Mines
and Natural Resources ' Page Two April 13, 1970

5. It is anticipated that, with natural water encroachment, other wells will
also become candidates for high fluid withdrawal installations during the
life of the project.

6. The production for the wells on the Crown tracts, within the proposed Unit
area, has decreased by an average 85 BOPD during the last three years.
With the abandonment of wells on a competitive 0peratlon basis, this de-
cline rate will become more severe.

7. It is anticipated that the Crown tract wells listed below would, with
competitive operations, become uneconomic to produce in the very near
future, These wells had a2 combined production rate of approximately
60 BOPD during 1969. Unitization would permit further economic produc-
tion of these and other similar wells.

1-16-9-25 WPM 7-20-9-25 WPM
2-16-9-25 WPM 9-20-9-25 WPM
4-16-9-25 WEM 11-20-9-25 WPM
8-16-9-25 WEM 12-20-9-25 WPM
9-16~9-25 WPM 1-29-9-25 WPM
5-20-9-25 WEM 8-29-9-25 WPM
6-20-9-25 WFPM 9-29-9-25 WFM

8. The production for the entire Unit has been conservatively shown as being
400 to 500 BOPD higher than it would be for the area under competitive
operations. Of this increase, 300 to 400 BOPD is attributable to high fluid
withdrawals while the remaining 100 BOPD is attributable to more efficient
operations,

9., Figure 3 and Table I attached to the letter dated November 7, 1969 are
reasonable estimates of the type of production that can be anticipated
by the Crown tracts in the Routledge Unit. 0f the gain shown numerically
‘én Table I, in the early life of the project, 20 ~ 25% is attributable
to more efficient operation while the remainder is due to high fluid with-
drawals., In later years, as the project approaches the stage at which
many wells would be abandoned on a competitive operation basis, more than
507 of the gain in income will be attributable to more efficient operations.

10. It is anticipated that, by the end of the first full year of unitized
operation, the Crown tracts will be allocated approximately 100 BOPD more
than they would have realized had the area remained on a competitive
operation basis, This gain will increase to as much as 360 BOPD in

later years. Further, it is estimated that the Crowmn tracts will ulti-
mately realize an additional 2,16 MMSTB of oil as a direct result of
participating in the Routledge Unit. The inecrease in current income

and in ultimate rescrves represents a very definite incentive for the
Crown tracls to participate in the Unit at this time.
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Should you have any questions with respect to the foregoing, or if we can be
of further assistance, please contact the undersigned,

Yours very truly,

s J. G, TROWELL
Division Superintendent
Producing Department
Calgary Division

PP/cs
Attach.

A
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April 13, 1970.

Cchart, Jon. Siéney Green, Q.C.,

Assistant Deputy Minister. Minister.

S PEOPOCED ROUTLXDGE WNIT HO. 1

Farther to our recent discussion, I have attached
a revised Cabinet Maewo. :

A Working Interest Owner is almost invarisdbly sn
cil compauy having & lessehold interest of 87% per cent in
cach Tract. A Boyalty Interest Owner usually holds the renaining
12% per cent interest but 1t may have been Aivided among other
iaterest ovners.

Iz the cose of the Proposed Routledge Unit ¥o. 1
all of the working Interest Owners having en 3Tk per cenmt
interest in the Unit ares have agreed in writing to the Plan.
If there is a bemefit to 8T% per cent of the Unit there is a
corresponding benefit to the 12 per Cent interest held by
the Royalty Interest Owners.

The Crown Tracts comprise 37.16L8l per cent of the
area of the proposed Unit and could block the Plan since
vritten consent of 75 per cent of Royalty Interest Owners
is required.

For your information, Section T2 (2) of The Mines Act
provides: v

"motwithstanding any other provision of this Act

or of an agreement or other disposition made under
this Act, the Lieutenant-Governor-in-Council may
authorize the minister, on behalf of the Crown, to
enter into an agreement for the calculation of the
royalty payable to the Crown on the oil and wvas
produced from a unit area that {ncludes a tract that
is subject to the payment of a royelty to the Crown.
En.8.M. (2nd), c.38 s.22."

If Unitization Order No. 8§ is approved & further
Recoamendation-to-Council will be ferwarded to you.

In summary Unit operations in the past have resulted
in ipcrsased returns to the Crowvn and it is estimated the



operation of a part of the Routledge Field as a Unit will
similerly benefit the Crown in the amount of $6T7,70C by
1994 at present day prices.

Approvel of Unitization Order No. 8 is recowmended.

I will be happy to discuss this with you at your
convenience.

y.J. Gobert

WG:ia
enc.

c.c. W. Winston Malir




CABINET MENO

DEPARTIERT OF MINES ASD NATURAL RESOURCES
SUBJKCT 1

Proposed Plan of Unit Operation governing a certain part
of the Routledge Field, to be known as Routledge Unit No. 1.

EXPLANATION:

Five o1l ccoxpenies, being 100 per cent of the Working
Interest Ownars and thereby lesse holders of a T/8th
Izterest In each Troct, have agreed to uritize & pert

of tue Houtledge Pleld in oxder to lover proféucing

cost of wells and thereby {nerease the ultimate recovery
of 0il. Cuevron Stundard licited, on behulf of itself
and the cther operators, applied to The Of1 and Iatural
Zap Comservution Board to cousider a "Plen for Unit
Oparotion Governing the Unitisod Management Operation

and Purther Developrent of Routledge Unit FSo. 1". The
Boaru held o Public bearing {n respect of thic Flen on
Decerver h, 1969, and on March 19, 1970, and is prepsred
to order, sublect to the approvel of the Lieutenant~
Govornor-in=Couneil, that that part of the KRoutledpge Pleld
to bo known as Routledge Unit No. 1 be operated as o Unit.

The Crown Trects comprise s 36.88 per cent participsting
interest in the proposed Unit and it is estimated that the
ulticate recoverable oil frox the Crown Tracts will amount
to 5,960,000 barrels under Unit operation, coxpared with
3,800,000 varrels estimated under the present competitive
cperations.

This vould result in an increased return to the Crown of
$67T,700 by 199k, present day prices, as compared with
corpetitive operatiors and protable abendonment of all
Crcwn valls by 1979.

The incresse will be achieved under Unit operations by
consolidation of surface squipment thereby inareasing
well sfficiency undsr a single opsretor snd by high
volume puxping.

It is estinmated that incressed produgction for the total
Unit will be 5,000,000 barrels valued at $10,040,000.



s
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Under Section Th of The Mines Aet, the Board cannot

sake an order ucless T3 per cent of the Working Interest
Ovuers aad the Ruyalty Interest Ovners have agreed in
vriting to the Plan for Unit Operation.

Cumulated increased returns to the Crowvn from estimsted
production incresses due to unitizetion in existing
Units to December 31, 1969 are:

North Virden Scallfiom {mit No. 1 $ 185,660
v‘mﬂm“m‘ §o. 1 n.m
Yirden-Roseles Unit No. 2 95,856

Virden-Roseles Unit No. 3
$ 378,903

EECOMENDATION;

That approval be given 0 an Ordar of the Board, providing
that on and after Nay 1, 1970, & eertain part of the
Eoutsledge Field shall be opersted &s s Unit, {n aceordsnce
vith the Plan for Unit Operaticd Governing the Unitised
Nanagement Operstion and Further Development of Routledge
Unit No. 1, aud that publication of the Plux attached

to the said order of the Board in The Nanitoba Cosette

be Gispensed with.

MIXISTER OF MINES AND BATURAL RESOURCES




April 10, 1970

Fe 3, (}Bﬂley Yeds GObert
Reservoir Frgineer Accistant Neputy Minister

Routledge Froposed Unit - Crown .loyalty

/ compsyrison of the getual royality recuived fromt he Crown trzets in tlie above
Unit with the estimated ty which would have been received wyler Unit
oparation, producing the saue amount of oil, his been made for the year 1969,

This shows a loss, to the Crown, of a;proxinietely 94,000, ($3,947.81)

The average daily production from Crown wells in the Unit area, during 1969,
cmounted to 534 barrels of oil per day,

Chevron Uten.crd Limited, in their evaluation of 1970 production, estimsted that
the average daily production from Crown wolls would decline to 420 barrels of oil
per day, wder competitive operation,

Undor Unit operation, they emtimated that the average daily production would ine
crease Lo 520 barrels of oil per day durdng 1970, and contimue to show an inerease
over competitive operation until 1980,

Under competitive operations they estimate a yearly decline to the end of 1978,
when operations would likely be abandoned.

The main reason for increased production under Unit operation, as amphasized by
Chevron Standard, is:

1. lHigh voluze pumping

2, Efficient well performance

Under high volum-: pwiping the total fluid produced would, in some cases, be
doubled; resulting in more oil being recovered.

Under officient well operation the Unit could produce wells which are intere
cdttently shut down during the year because of lack of ges to cporate the treaters,

Attached 1s the comparison of Crown royalty received from the trocts with that csl-
culated from tract participetion in the proposed Unit, and the outline by Chevron
regarding "Royalty Intersst Incentive for Unitization in the Routledge Field",



1969 PLRODUCTION < RUUTLIDGE UNIT CROWN WELLS

CROWN PRE~UNIT
PRODUCTION 1969 ROYALTY 1969 @ 12i%
COMPANY BBLS.
Bralorne 70,375 $ 22,108.7
Chevron 121,056 38,824,00
Mineraloid (fractional) 508 ,7.97
195,006 bbls, $ 62,012,21

1969 Production = All Wells ineluded in Routledge Unit

Routledge 327,830
West Routledge 172,854

500,684 bbls. @ $2,51/bbl. = $1,256,7016.84

ROYALTY (ealculated on participation factor x 12i%)

COMPANY ROYALTY
Bralorne $ 21,924,56
Chevron 34,858.43
HMineraloid 150,00
Tundle 13131 nkz

$ 58,064.41

1L0SS k000,00



Aprik 10, 1970

Fo Ga G’W i’u J.GObel‘t
Raservoir Enginver Agsistant Deputy Minister

Tyoct Participation - Routledge Unit No. 1

Attzched aret
1, Print~out sheets used in checking Routledge Unit proposed
participation factors

7. Discussion of the Unitization end Participation Formuls for
the proposed Houtledge Unit No. 1

Th: participation formula in the ..outledge Unit was welghted to give a participetion
based on 75 percent of tho current production factor and 25 percent of the penalized
sverage monthly oil production factor.

1. Current praiuction factor
This is arrived at by dividing the oil production of each tract, during the

interval June 1, 1968 to November 30, 1968, by the oil production for all the tracts
during that some intervel and multiplying by %.
1

The formwula could be cxpressed mathematic:l ly by
P interwl

$P intorwl

P = productlon
£ = gun of
o

2, 'The penalized average monthly factor is arrived at by

() determining average monthly oil production for each tract by dividing
the cunmlotive oil for the tract to November 30/68 by the nunber of
calendar months since the well firet went on production. (The first
month's production must be grester than 1/2 of succeeding months
product.on to be counted)

(b) calculsting o fractional watepr—cut for each trect by dividing the
water production during the intervsl (June 1 - Mov. 30) by the sum
of its woler and oil production (otal fluid) during the same
intervil,



(¢) multiplying the average monthly oil production for the tract obtained
in (a) by the fraction = 1 minus the waterecut obtained in (b)

(d) dividing the product obteined in (c) above by the swm of all the tracts
obtained in (¢) amd muitinlying by_25.
100

This could be expressed rathematicolly by

tract c o 1. P (intervel)
Fonths on production P + P (interval)
o W

X W25

Iract Cum. oil - P intervid
2 wonths on Frod, 1 .-J!L......_...._...mtg )

Po + Pw intervd

Th:: sum of the two fzctors obtained in 1 and 2 gives you the participating factor
for the tract, The total of all tract participetions oquals 100 percent.



April 10, 1970

F. 5. Ganey le JeGobert
eservoir ‘ngine:r Assistant Deputy Minister

Lioyalty Owners' Consent

fttached 1s a copy of the Crown Consent signed by Sidney Green, Mnister,
and a copy of the lstter of recomnendation.



April 10, 1970

F. S. CGaney . H. J.Gobert
ieservoir ingineer Assistant Deputy Minister

Royaity gsin due to unitizetion from estimatod production incroases

L.

2.

3.

4

dorth Virden Unit 71 (commenced Aug. 1/62)

Fetimated cunmls ive increase in production to Dec. 31/69 = 8,174,000 bbls,
Participation fo:tor for Crown wells = 5,714578%

Share of production - Crown wells = 46h,252 bbls,

Crown loyalty @ 1248 = 58,032 bbls,

Value @ $2.51/bbl. = $145,660,

VIRDEN-RUSELEA UNIT NO. 1 {(commenced July 1/65)

Rstiuated cumulative increase in production to lJec, 31/69 = 1,102,400 bhls,
Participetion factor for Crown walls = 22,33079%

Share in production « Crown walls = 259,573 bbls,

Crown hoyalty @ 1234 = 32,447 btbls,

Value & $2.51/bbls = $8L,4L2,00

Virdeneiicsclea Unit No, 2 (conmenced July 1/66)

Estinatod cumulative increasc in production to Dec, 31/69 = 457,900 bbls,
Participation factor for Crown wellc = &6,72264%

Share of pruaduction - Crown wills = 305,523 bbls,

Crown .oyalty @ 1235 = 38,190 bils.

Value € $2.5L/bbl, = $95,856,00

Virden-Roselea Unit lio. 3 (comu.enced Dec. 1/66)

Setimated cumulative inerease in Production to Dec, 31/69 = 608,900 bbls.
Farticipetion factor for Crown wells = 29,28370%

Share of production = Crown wells = 178,208 bbls,

Value @ $2.51/bbl, = $55,945.00

Cpown royalty @ 123% = 22,089 blls.



SUMMARY

Cumulated increase in Crown Royalty to December 31, 1969

Korth Virden Scallion Unit No. 1 = $145,660,
VirdeneRosslea Unit No. 1 = 8,442,
Virden~loiclea Unit lic, 2 = 95,856,
Virden=-Rosslea Unit Ko, 3 = 55,945,




