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PLAN FOR UNIT OPERATION
GOVERNING THE UNITIZED MANAGEMENT
OPTRATICN AND FURTHER DRVELOPMENT OF

T VIRDEN-ROOLLEA UNLT NOe 1

PART I

INTERPRETATION

References to 1.01 This Plen shall be construed with reference to "The
terms and

expressions Interpretetion Act" and the terms and interpretetion of

"The Mines Act" and regulations thereunder,

Definitions 1.02 In this Plan unless the context otherwise requires:
"Accounting
Procedure” (a) "Accounting Procedure" meens the rules, provisions

and conditions set forth in Part XXVI hereof;
nComon Account" (b)  "Common Account" means the account set up and
maintained by Unit Operator on behalf of the
Working Interest Ovmers as provided in Part
VIII hereof;
"Conservation (c) "Conservation Boaerd" or "Board!" means The 0il
Board"
end Natural Gas Conservation Boardj
"Iffective Date" (d) 'Lffective Date" mezns the hour of seven olclock
in the forenoon, Central Standerd Time, on the
first day of .t/ A.D., 1968

v

nGas" (e) "Gas" meens natural gas both before and after it

has been subjected to any processing and includes

211 fluid hydrocarbons not defined as 0ilj
"Tnvestment (f) “"Investment Account" meens the account set up and
Account”

maintained by Unit Operator on behalf of the

Working Interest Owners as provided in Part X hereofs
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L eagses" (7) "leases" mezns severally and collectively the
petroleun and natural gas leases, petroleum
leases, natural gas leasses, subleases, egreements
to grant a lease and eny other agreements whether
gimilar or dissimilar to the foregoing covering
the lands described in Part XXIT hereof;

ngian (h) "0il" mesns crude oil and ell other hydrocarbons
regardless of gravity, that are or can be recovered
in liquid form from a pool through & well by
ordinary production methods;

"Operating (i) "Operating Cormittee" means the committee created

Comittes!
pursuant to Part V hereof;

"Ooutsgide (3} "Outside Substances" means all substances obtained

Substances"
from sny sources other than the Unitized Strata
for injection into the Unitized Strata;

"Participating (k) "Participeting Interest” means with respect to

Interest™
each Jorking Interest Owner the sum of the pro-
ducts obtained by multiplying its respective
working interest in each Tract by the respective
Tract Participetion of each such Tract;

"Royalty Owner" (1) "Royelty Oumer" meeans & person, other than a
Working Interest Owner, who has any interest in e
right to receive & portion of the Unitized Sub-
stences or & portion of the proceeds from the sale
thereof, including & reversionary interest, a
royalty interest reserved to the lessors nagmed in
any Isese, end any overriding royelty interest, or

an interest in a psyment under, or encumbrance on,
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"Salt Water
Disposal Well"

"Spacing Unit®

MTpact!

"Iract Part-~
icipation"

"nit Area"

(m)

(n)

(o)

(p)

{a)

"nit Facilities" (r)

a Lease that does not cerry with it the right to
search for or produce the Unitized Substances;
15elt ater Disposal Well" means those wells
drilled for the purpose of, or converted to, salt
water dispossal;

"Spacing Unit" means the area s&llocated by eny
governmental body having jur_isdiction with respect
thereto for each well drilled for the purpose of
producing 0i1l and Gas from the Unitized Strate;
"Tract" means each parcel of land described as
such and given 2 Tract number in Part XXII hereof;
"Tract Participation” means the percentage set
forth for esch Tract in Part X{IV hereof;

“Unit Area" meens and comprises the lands set
forth end described in Part XXII hereof and in-
cluded within the boundaries of the solid black
outline on the mep shown in Part XXIII hereof,
ingofar es these lends relate to the Unitized
Strata, excepting, however, those lands, if any,
shown cross-hatched in Part XXIII hereof;

"Unit Facilities" means all tengible property of
every kind, nature end description (excepting
Unitized Substances, Unit Operated Vells, rentel
equipment and Unit Operetor!s exclusively owned
equipment) in the possession of Unit Operator
hereunder acquired from a Working Interest Owmer
pursuant to the provisions of Part X hereof,

together with ell facilities and equipment pur-

_3_



chased, constructed or acquired by Unit Operator
pursuant heretos

"gnﬁ t'?perated (8) "Unit Operated Wells" means ell wells (ineluding

e wells drilled for the production of Unitized Sub-
stances, wells drilled for the purpose of producing
water anly, wells drilled for the purpose of water
disposel and wells drilled for the purpose of pres-
sure maintenance operations or secondary recovery
operations) in the possession of Unit Operator
hereunder, whether scquired fram a Working Interest
Owner or drilled by Unit Operator pursuant to the
terms hereof, but excluding Unit Tacilities in and
on the said wellss

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

"Unitized Stratat (u)  '"Unitized Strata! mesns the Virden and Scallion
members of the Lodgepole Fommation of the lfissis-
sippien Age underlying the lands described in Part
¥XII hereof, &s seme are shoun on the electrical log
of the Calstan Virden S.,M,D. 2-26-10-26 well in legal
Subdivision Two (2) of Section Twenty-Six (26), Town-
ship Ten (10), Renge Twenty-Six (26), West of the
First (1st) Meridiamn, in the Province of Manitoba
between the interval 2,008 feet and 2,258 feet as
measured from the Kelly Bushing, The Virden member

consists of submembers sometimes known as the Crin-
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oidal, Sendhill, &nd Four Oolites, The Scallion
member is sometimes known as the Cherty Zone and
sometimes includes & basal shale wit known ag the
Routledge Shale;
"nitized (v) '"Unitized Substances" means the Oil and Gses that
Substances"
are within or are produced from the Unitized Strataj
"MlallY (w) MJell" means any well within the Unit Area which
has been drilled to the Virden or Scallion members
of the Lodgepole Formation of the ilississippian ige
for the production of 0il and Gas which &t some time
since such drilling has produced a minimum of three
(3) berrels of 0il per day for at least one
month!s durationg
mlorking Inter- (%)} 'Working Interest Owner" meens a person who has the
est Owner" y
right, in whole or in part, to search for and produce
and to appropriate the Unitized Substances, eilther
for himself or for others having en interest therein,

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

ership in fee simple or from & lesse,

PART 11

UNIT OPERATION

Unit Name 2,01 The name of the Unit shall be "Virden-Roselea Unit
No. 1" (hereinafter sometimes called the "Unit"),

Operaticn eos 2,02 On snd after the Fffectiva Nate, the respective

° it interests of the Working Interest Owners and Royalty
Owners, in and to the Unit Area, the Unitized Strata
end the Unitized Substences, shall be unitized for the
purposes of carrying out in the Unit Area and the
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Effect of Unit
Cperation

Amendment of
Leases

Continuation
of Leases

2.03

(a)

(b)

Unitized Strata sny end all operations which may at
any time and from time to time be deemed necessary
or advissble by the Opereting 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-
stences under prudent and proper operations and prac-
tices to the end that gll operations for drilling and
producing =nd all other operations in the Unitized
Strata may be conducted without regard to the separate
Leases or boumndary lines of separate Tracts within the
Unit Area and as though the Unitized Strata were cov-
ered by a gingle Lease subject to all the terms and
conditions hereof,

Without limiting its general effect, the unitiz-
ation ehell have the following specific effects:

On and after the Effective Date, the terms and
provisiong of the Leases are hereby amended to

the exctent necessary to make them conform to the
terms end provisions hereof and, the leases as
amended, shall continue in full force and effect-

Any opersations conducted with respect to the

Unitized Strata, or production of Unitized

Svbstances shall, except for the purposes of
determining payments to Royalty Owners, be con-
sidered a&s operations upon or production from

sach Tract and such operations or production shall

operate to continue in force and effect each Lease
-6 -



Authority for
Operations

Royalty Owners

Not Obliged to

Pay Unitization
Costs etc,

2,04

2.05

es if such operations hed been conducted and a
Well had been drilled on &and was producing from
each Specing Unit or portion thereof covered by
each lease,

The Vorking Interest Owners sre hereby collect-
ively suthorized to develop and operate the
Unitized Strata without regard to the separate
Leases or the boundary lines of separate Tracts
within the Unit Area, end to drill, use and pro-
duce such wells as the Operating Committee deems
advantageous to operations on or production from
the Unitized Strata, to abandon suchigglls as
they deem unnecessary and in general to do all
other things that the Operating Committee deems
edvisable for the purpose of accomplishing the
most efficient end most economical development
end operation of the Unitized Strata. Without
limiting the generality of the foregoing, the
Working Interest Ovmers are hereby authorized to
inject 01l &nd Gas, water, or other substences,
or any combination of them into the Unitized
Strata end from time to time to convert end use
as injection wells sny 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 any obligation
to pay for any of the expenses of the unitization
herein provided for or for any of the costs and

expenses incurred in operetions hereunder unless
-7 -



Determination
of Trect
Participation

3.01

()

(b)

such Royalty Owner is obligated to pay for the

same by the terms of any Lesse.

PART ITI

TRACT PARTICIPATION

The Tract Participation of each Tract is shown in

Part XXIV hereof and wes determined with respect

to ell Tracts by adding one-half (%) of each of

the following:

A current production factor:

such factor is the percentage calculated by dividing

the 0il production of such Trect during the inter-

val April lst, 196 to September 30th, 194, by the

0il production for all Tracts during the same inter-

val, and multiplying by 100;

An average monthly 0il production factor penalized

for water production, such factor is errived at by;

i) determining average monthly Oil production of
the Tract by dividing its cumulative 0il pro-
duction to September 30, 198; by the number of
calendar months since the Vell on such Tract
first went on production, provided thai the
first calendar month shall not be counted as
such unless the 0il production from the Well
on any such Tract for thet calendar month was
greater then one-helf (1) of the 0il production

from such Well for the next succeeding manth;



Allocation
to Tracts

ii) eslenlsting a fractional water cut for the Tract

1ii)

iv)

by dividing the water production for the interval
set out in paragreph (&) hereof by the sum of its
water end 0il production for the seme period;
PROVIDED, THAT, with respect to those Tracts
which did not produce during the interval ref-
erred to, the fractional water cut shall be
calculated by dividing the weter production

for each such Tract during the consecutive six
month periocd thet ends with the last recorded
production by the sum of such Tract!s water end
0il production for the same period;

multiplying the everage monthly Oil production
for the Tract obtained in (i) by the fraction

one minus the water cut eppropriate to the Tract
as determined in (ii);

dividing the product obtained in (iii) for the
Tract by the sum of a1l the products obtained

in (iii) for &ll the Tracts and multiplying by

one mmdred (100).

3,02 The total of the Tract Participetions for all Tracts

3.03

ghall at ell times equal one hundred (100%) percent.

This Part IIT is explanatory and the Tract Partic-

ipations shown in Pert XXIV shell be deemed to be

correctly made in accordance with this Pert IIIL,

PART IV

ALIOCATION OF PRODUCTION

5.01 All Unitized Substances produced end saved shall
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Delivery of
Unitized
Substances
in kind

Distribution
Within Tracts

4,02

L.03

be apportioned among and allocated to the several
Tracts in accordance with their respective Tract
Perticipetions, The amount of Unitized Substances
so allocated to each Tract, snd only that amount,
regardless of whether it be more or less than the
emount of the sctual production of Unitized Sub-
stances from the VWell or Wells, if any, on such
Tract, shell for all intents, uses and purposes,
be deemed to have been produced from such Trect.
The Working Interest Owners entitled to the Unit-
ized Substances allocated to each Tract shall heve
the right to take such Unitized Substences in kind,
Such Working Interest Cwmers shall heve the right
to construct, maintain end operate within the Unit
Area ell necessary fecilities for teking production
in kind provided the same are so constructed, main-
tained and opersted as not to interfere with wit
operabtions, Any extra expenditures incurred by
Unit Operator by reason of the delivery in kind of
eny portion of the Unitized Substeances shall be
bortie by the Working Interest Owner receiving the
same,

The Unitized Substances allocated to each Tract
shall be distributed by the Working Interest Owners
of such Tract ameng, or accounted for, to the per-
sons entitled to share in the production from such
Tract in the manner provided for in the lease
covering such Tract, The Royalty Owners shell

accept royalty caleulated on the allocated pro-
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duction in full settlement, satisfaction end dis-
charge of the obligation of any Working Interest
Ovner to make royalty peyments on Unitized Sub~
stences under their respective Lesses.

Failure to L.O, To the extent that eny Working Interest Owmer

take in kind
entitled to take and receive in kind any portion
of the Unitized Substances shall fail to take or
otherwise adequately dispose of the same currently
as and when produced, then so long as such Con-
ditions continue, Unit Operator, es egent end for
the eccount end at the expense of such Working
Interest Cuner may, and upon the instructions of
the Operating Committee shall, in order to evoid
curtasiling the operstion of the Unitized Strata,
dispose of such production and the eccount of such
orking Interest Ovmer shell be credited therewith
as having received the same. The proceeds of the
sale of the Unitized Substances so disposed of by
Unit Operator shall be peid to the Working Interest
Oimer entitled thereto. The suthority of the Unit
Operator to enter into contrects for the sale of
guch production shell be limited to contracts that
are limited in time to the minimm needs of the
industry and in any event not exceeding one (1)
yeer. Any Working Interest Owner not taking in
kind may revoke at will Unit Operator!s euthority
hereunder by notice in writing to Unit Operator and
by teking in kind all of its share of production not
previously contracted for sale,
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Over-production  L4.05
(a)

(b)

A proper and timely geuge shell be made of all tanks
delivered to Unit Operator to ascertain the amount
of 0il in such tanks as of the Effective Date. ITf
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 Oil then in such tanks which has been
produced from the Virden and Scallion members of the
lodgepole Formation of the ilississippian Age shall
be deemed to be Unitized Substences, Except as
aforesaid the 0il in such tenks shall remein and

be at the risk of &nd be the property of the Working
Interest Owmer owning the same prior to the Effective
Date, and upon request shall be delivered in kind to
such Working Interest Owner, or, in the &bsence of
such request, shall be sold by Unit Operator for

the credit of and on behealf of such Working Inter-
est Owmer at not less than the prevailing wellhead
price, and the proceeds thereof shell be paid by

the purchaser directly to such Working Interest
Owner.

If any production in excess of the cumilative
production alloweble of any Tract as of the Effective
Date was sold prior to the Effective Date, the

Unit Operetor during the month or months next
following the Dffective Date shell withhold from

the Unitized Substances which, except for the
provisions of this subparegraph, would have been
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Royalty on Out- },06

side Substances

Use of Unitized
Substances

(e)

4.07

allocated to & Tract or Tracts from which the
0il sold was produced in excess of the cumuletive
production sllowsble, an emount equel to such
excess production on the Effective Date, and the
amount or amounts so withheld shall be reallocated
to all of the Tracts in proportion to their respect-
ive Tract Participations, Such withholding and re-
allocation shall be continued until the full amount
of eny such excess production in respect to any
Tract or Tracts has been withheld end reallocated.
No allowance shell be made to any interested person
for eny under-production of 0il from its Wells prior
to the Effective Date,
If eny Outside Substance is injected into the Unit-
iged Strata, any like substance contained in Unit-
ized Substaces subsequently produced end sold or
used for other then operations hereunder, shall be
deemed to be an Outside Substance until the volume
of such OUtside Substance injected into the Unitized
Strata is recovered. No psyments shall be due or
paysble tc Royalty Owners on any substence which is
deemed to be an Outside Substance.
The Working Interest Ouners may use as much of the
Unitized Substances (excluding 0il) as they deem
necessary for the cperation and development of the
Unitized Strata, including, but not limited to,
their injection into the Unitizmed Strata and in the
operation of eny plant or plants handling Unitized
Substances. No royalty or other payment shall be
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payable in respect thereto or in respect to Unitized
Substances wavoldably lost, Such Unitized Substances
so uged, injected or lost shall be excluded in alloc-

ating production,

PART V

ORGANTZATION OF THE
OPERATING

Operating 5.01 There is hereby created an Operating Committee which

Committee
shall be composed of one representative of each Work-
ing Interest Owner designated as hereinsfter pro-
vided,

Representatives 5,02 Lach Working Interest Owner shall, at least ten (10)

on the Operating

Committee 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 representetive, shall have the rights and

powers of such representative.

Organization 5.03
Meeting of the (a) The Chairman o the Conservetion Bosrd shall, at

Operating

Committee least five (5) days prior to the Effective Datae,
select the representative of a Working Interest
Owner to act as chairman pro tem of the organiz-
ation meeting of the Operating Committee and shall
forthwith forward the name and eddress of esach
Working Interest Owner's representetive, or alter-

nate representative, or altemate representatives,
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Change of
Representative

Voting
Interest

(b}

(c)

5.0L

5.05

to the person so selected-

The chairmsan pro tem of the Operating Committee
shall call and hold an organization meeting of the
Opersating Committee prior to the Effective Date-

The Operating Committee, et such organization meet-
ing shall appoint the Unit Operator and the chairman
pro tem of such organization meeting shall promptly
notify the Chairmen of the Conservation Board of

such eppointment and thereafter the representative

of Unit Operator shall act as Chairman of each
meeting of the Operating Committee without in any
manner restricting or limiting his rights to re-
present Unit Operator as & Working Interest Owner.
Each Working Interest Owner may change its designated
representative, or designated alternate representative,
or altemate representatives, by notice in writing

to the Cheirman of the Opereting Comittee and the
Chairmen of the Conservation Board. Nothing herein
shell preclude two (2) or more Working Interest
Owners from designating one (1) member on the
Operating Commitiee to represent them end to vote

and act for them thereon end such member shell, if

80 required by his principals cast his vote for each
principal separately.

Each member of the Operating Committee, in voting

on &ll matters coming before the Operating Committee,
shall heve a voting interest equal to the Participating

Interest of the Working Interest Owmer represented,
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Annual .06 The Operating Committee shall meet on the call of
Heetings 4 ‘
to be Held

Unit Operator, or at the request of a representative
of any Working Interest Owner and, in any event,
shall meet on the call of Unit Operator et lesast
once in every calendar yesr and not more than six-
teen (16) months after the holding of the last pre-
ceding meeting, Unit Operator shall notify all
members of the Operating Committee in writing at
least ten (10) deys in advance of any meeting of the
time and place of the proposed meeting, and of the
specific matters affecting unit operaticne which will
be presented, discussed and voted upon &t such meet-
ing, =nd no other matters shall be voted upon &t
such meeting unless each Working Interest Owmer is
represented thereat and agrees that such further
matters may be voted upon.
Voting by 5.07 Any member of the Operasting Committee not represented
Telegram, etc,
at any particular meeting may vote, by letter or
telegram addressed to and received by the Unit Operator
prior to the hour fixed for the meeting, on any
question presented thereat of which it has been
notified. Members gso voting shall be considered
present as regards such matters on which they so
vote, but not for other purposes.
Polls 5.08 Any question within the province of the Operating
Committee to decidemay be determined in the sbsence
of a formel meeting by & poll of all of the individ~
ual representatives. If such poll is taken it shall
be conducted by the Unit Operstor, either by letter
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Minutes of
Proceedings

Voting

5.09

6,01

or telegram, and he shall keep & written record

of the results and report the results thereof to

the Working Interest Owners within & reasonsable time,
either by notice in writing to each of them, or by
report to them et the next meeting, The voting inter-
ests necessary to act upon and determine metiters or
questions submitted by letter or telegram shall be
the same as otherwise herein provided for. Such
vote shall be made within not lees than fifteen (15)
days of the giving of such notice; PROVIDED, THAT,
any failure to vote within the stipulsted time, shell
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
proceedingsg, but shall show the names of the represen-
tatives present at the meeting, 211 motions end
resolutions offered or acted upon, together with the
results of such action and such other formal action
as may be tsken 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 OFERATING COMMITTEE

The Working Interest Owners actins through the Oper-

ating Committee and Unit Operator shall carry out the
purposes of this Plan and shall determine end decide
-17 -



all matters by concurring vote of members of the
Operating Committee representing at least three (3)
Working Interest Owners owning at least seventy-five
{75%) percent of the Participating Interests and

such vote shall be binding on all Working Interest
Ovners; PROVIDED, HOWEVER, (tha_'b if any one Working
Interest Owner at any time has a Participating
Interest of twenty-five (25%) percent or more, the
vote of such Working Interest Ouner represented on the
Operating Committee shall not serve to defeat eany matter
unless such vote is supported by members of the Oper-
ating Committee representing at least one (1) or more
Worlkdng Interest Owners heving a total Participating
Interest of at least five {5%) Percent;ra_{l_qm P_'IE()MV%]?ED,
FURTI—ER,) that eny abstention or other failure to vote
shell be cansidered as en affirmative vote,

Quorum 6.02 At any meeting of the Operating Comittee a quorum
shall consist of the representatives personally pre-
sent of not less than three (3) of the Working Inter-
est Owmers having, in the sggregate, seventy-five
(75%) percent or more of the total Participating
Interest,

Rights Granted 6,03 All rights, powers, privileges md duties hereunder

the Operating

Committee not specifically delegated to Unit Operator or reser-
ved to the individuel Working Interest Owners are
hereby granted collectively to the Opersating Committese,
Without limiting the pgenerality of the foregoing, the
followin~ rights and powers are granted to the Oper-
eting Committee:
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(a)

(b)

(c)

(a)

(e)

()

To instruct Unit Operator concerning all uwnit oper—
ations for the production of Unitized Substances;

To approve or disapprove the drilling of additional
wells to the Unitized Strate either for the pro-
duction of water, Unitized Substances or for injection
purposes;

Subject to the rights of Unit Operator pursuant to
Section 7.0L hereof, to spprove or disspprove in
whole or in part each end every estimste 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 Working
Interest Owners to errange proper annual audits of
the accounts of Unit Operator with respect to the
operation and development of the Unit Area, approve

or disapprove the same and make gvailable to the
Working Interest Owners the results of such audit;

To £i11 any vacency occurring in the position of

Unit Operator; PROVIDED, THAT,no Unit Operator shall
vote to stcceed itself in the position of Unit Operatoe;
To represent, or determine who shall represent,

the Working Interest Owners before any govermmental
body having jurisdiction with respect to matters
perteining to unit operations; PROVIDED, HOWEVER,

that this shall never be construed as suthorization
to speak on behalf of any Working Interest Owner
dissenting from the views to be expressed or to
prevent any Working Interest Owner from presenting

its owm view on such metters;
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Powers and
Duties

(2)

(n)

(1)

(3)

7.01

(a)

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

To approve en annual budget as in Section 8,04
hereof provided;

To spprove the method of disposel of surplus Major
Materisls

To smend 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 Opersator
under Section 26.07 (k) hereof shall become effective
until the approval of the Conservation Board to such

increase in cherges has been obtained,

PART VII

POWERS AND DUTIES OF UNTT OPERATOR AND
CHANGL OF UNIT OPERATCR

Unit Operator shall, subject to the provisions hereoi
and orders given or imposed by the Operating Commit-
tee @s herein provided;

Have exclusive charge, menagement and cantrol of
the development, operation and production of the
Unitized Strate, snd 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 end asbandonment of all Unit Operated Wells
whether for production, injection or water supply,
including wells drilled after the date hereof end
wells taken over under the proviaions hereof; and
the insgtallation, construction and operation of
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Unit Facilities of whetsoever character necessary
or convenient for the conduct of operations hereunder;

(v) Conduct operations in a good and workmenlike manner
end in the absence of specific instructions from the
Operating Committee shall have the right end duty to
act in accordsnce with whet a prudent operator would
do under the szme or similar circumsiances;

(¢) Keep true and correct books, accounts and records of
its operations hereunder, and shall fumish to each
Working Interest Ouner, on or before the fifteenth
(15th) day of eech month, & statement of the amount
of production from the Unitized Strata, sales and
inventory during the preceding cslendar month;

(d) Keep the lands and leases used in comection with
unit operations free from liens and encumbrances
occasioned by its operations, excepting the lien of
Unit Operator pranted hereunder and excepting liens
in connection with which there is & bona fide
disputes

(e) Freely consult with the Opereting Commitiee end keep
it advised of all matters arising in connection with
unit operations, which Unit Operator, in the exer-
cise of its best judgment, considers importent,
Unit Operator shall furnish to the members of the
Operating Committee such reports in connection with
wit operations as the Operating Committee may direct.

Hiring of 7.02 Unit Operstor shall fix the number of, hire and
Employees
dismiss end pay end supervise 8ll employees required

for the operetions hereunder and shall determine the
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Letting of
Contracts

Unit
Operator's
Avthority for
Expenditures

Unit

Operator to
Have Rights

of Working
Interest Owner

7-03

7.04

7.05

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

Unit Operator shall let all contracts for the dril-
ling, reworking, deepening <orjp1ugging back of, or
other operations in camection with eny Unit Operates
Well on & competitive basis at the usual rates and
terms preveiling in the area; PROVIDED, B(WEVER,
that Unit Operator shell 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 Opersted Well.
In addition to any expenditures which Unit Operator
is specifically suthorized to make, Unit Operator is
authorized to make an expenditure not in excess of
Five Thousand ($5,000.00) Dollars in respect to any
single undertaking without the spproval of the
Operating Comittee. Unit Operator may, without
approval of the Operating Committee, take such
action =md make such expenditures for the Common
Account es it may deem necessary in order to protect
life or property. Within ten (10) days after taking
any such action or meking such expenditures, Unit
Operator shall advise the Operating Committee of
such action and expenditures.

Unit Operator shell continue to have ell the rights,
duties end liebilities of a Vorking Interest Owner
in eddition to its rights, duties and liabilities

as Unit Opersator as long as it continues to owm a
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Morking Interest in the Unit Area.
Change of 7.06 Unit Operator:
Operator ’

(a) Shall forthwith cease to act as Unit Operator in the
event it should become bankrupt or insolvent, or
meke eny general sssignment for the benefit of
creditors;

(b) ilay be removed es Unit Operstor by en effimmative
vote of members of the Operating Committee repre-
senting Working Interest Owners, other than Unit
Operator, who own at least eighty-five (B85%) percent
of the remaining Perticipating Interests;

(¢) May resign at any time upon one hundred and eighty
(180) days' written notice to the Operating Commit-
tee and to the Boerd,

Relgase from 7.07 In the event of a removal or resignation of Unit

Puties Operstor pursusnt to paragraephs (b) or (c) of
Section 7.06, Unit Operator shall be released from
its duties and obligations hereunder at the hour
of seven o'clock in the forenoon, Central Standard
Time on the first day of the cslendar month
following the expiration of one hundred and eighty
(180) days from the date of delivery of notice of
such removal or resignation, or such earlier date
as & successor Unit Operator shall have been

designated by the Operating Committee, and shall

have assumed the duties of Unit Operator.

Surrender of 7.08 At the effective time of the release from its
Operating
Rights duties of eny Unit Operator, or upon the selection

of 2 successor Unit Operator, the preceding Unit
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Selection of
Successor Unit
Operator

Auvdit

7.09

7.10

Operator shall surrender possession of, and deliver
to, the successor Unit Operator the exclusive charge,
menagement and control of the development, operation
end production of the Unitized Strata and all Unit
Operated Vells, Unit Facilities, common funds in the
possession of Unit Operator and all production, if
any, which hes not theretofore been delivered in
kind, or sold, copies of all pertinent books of
account and records of the wnit operations and all
documents, agreements and other papers relating
thereto, Upon the transfer and delivery thereof,
the preceding Unit Operator shall be released end
discharged from end the successor Unit Operator
shall assmme all duties and obligations of Unit
Operator hereunder except the unsatisfied duties
end obligations of the preceding Unit Operator
accried prior to the effective time of the change
of Unit Operator and for which the preceding Unit
Operator shall, notwithstanding its release or
discharge, contintte to remain liable.

Forthwith tpon the removal or resimmation of Unit
Operator, or at eny time when there is no Unit Oper-
stor, the Operating Committee shall select &
giccessor Unit Operator to take office contemporan-
eously with the effective time of the release from
its duties of Unit Opersator.

The Operating Committee shall cause sn sudit of

the accounts of the preceding Unit Operator with res-

pect to the operation and development of the Unit

-2l ~



Common Account 8.01

Charges to
Common Account

Unit Operator
to Make Initial
Payment

8.02

8,03

Area to be made forthwith to the effective time

of the appointment of a successor Unit Operator,

PART VIII
EXPENDITURES AND LIABILITIES

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

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

the operations hereunder shall be for the Common
Account and shall be borne by the Working Interest
Owners in proportion to their respective Participating
Interests.,

Unit Operator shall initially pay and discharge all
costs and expenses incurred in the operations here-
under., Unit Operator shall bill each Working Inter-
est Owner for its share of all costs and expenses

and each Working Interest Owner shall reimburse Unit
Operator for its share of such costs and expenses in
accordance with the provisions of Part XXVI hereof,
Each Working Interest Owner shall pay all such bills
within thirty (30) days after receipt thereof, and

should any Working Interest Ouner fail to pay its
- 25 -



Annual
Budget, etc,

proportionate share of such costs and expenses within
the said thirty (30) day period, the same shall, at
Unit Operator!s discretion bear interest at the rate
of six (&%) percent per annum from the end of the said
period until paid, which interest shall be for Unit
Operator’s sole account, and Unit Operator shall have
the right at its option at any time thereafter, such
default continuing, to enforce the lien hereinafter
provided for upon the respective interests of such

Working Interest Owner.

8.04 As soon as practicable after the Effective Date hereof,

Unit Operator shall prepare a budget of estimated costs
and expenses for the period from the Effective Date to
the 31st day of December, A.D. 1965 and on or before
the first day of each November after the Effective

Date shall prepare a budget of estimated costs and
expenses for tte ensuing calendar year, Such budget
shall set forth the estimated costs and expenses by
quarterly periods, Budgets so prepared shall be sub-
Jject to adjustment and correction by the Working
Interest Owners from time to time whenever it shall
appear that an adjustment or correction is proper;
PROVIDED, HOWEVER,that if Unit Operator's total expend-
itures for the yemr are within ten (10%) percent of
those costs and expenses approved in any budget, such
expenditures shall be considered as having been
approved, A copy of each such budget and adjusted
budget shall be promptly furnished each Working

Interest Owner,

Approval of the budget by the Working Interest Ouners
- 26 =



Advances to
Unit Operator
- Capital Fund

Advances to
Unit Operator
- Operating Fund

8.05

8.06

Gwners shall constitute authorization to the Unit
Operator to make the expenditures therein detailed.
Unit Operator, in lieu of advancing monies for the
capital expenditures of unit operations may, at its
election, require the Working Interest Owners to
advance thelr respective proportionate share of such
capital expenditures by submitting to each Working
Interest Owner on or before the last day of each
calendar month an estimate of such capital expend-
itures for the succeeding calendar month based on
an approved budget of estimated costs and expenses
or authority for expenditure together with a request
for payment of such proportionate share, Within
fifteen (15) days from the receipt of such request
each Working Interest Cuner shall pay its proportion-
ate share to Unit Operator, If any Working Interest
Owner defaults in respect to such request for payment,
the same shall, at Unit Operator's discretion, bear
interest at the rate of six (&%) percent per annum
from the end of the said fifteen (15) day period urtil
paid, which interest shall be for the Unit Operator's
sole account. The accounts between the Working
Interest Cuners shall be adjusted to actual costs by
Unit Operator in the month!s statement following the
month covered by the estimate,
Unit Operator, in lieu of advancing monies for the
costs and expenses incurred in the maintenance and
operation of the Unit Area may, at its election,
require the Working Interest Cwners to advance their
- 27 -



Unit Oper-
ator!s Lien

8,07

respective proportionate share of such costs and
expenses by submitting to each Working Interest

Owner on or before the last day of any calendar
month a request for an operating fund equal to one-
twelfth (1/12th) of the expenses as approved in the
annual budget of estimated expenditures for the unit
operation, Within thirty (30) days from the receipt
of such request, each Working Interest Cuner shall
pay its proportionate share to Unit Operator, I1f any
Working Interest Cwner defaults in respect of such
request for an operating fund, the same shall, at
Unit Operator's discretion, bear interest at the rate
of six (&%) percent per annum from the end of the
said thirty (30) day period until paid, which inter-
est shall be for the Unit Operator!s sole account,
After the establishment of this operating fund, which
will be separate from that required in Section 8,05
hereof, and which shall at no time exceed one (1)
month's estimated expenditures, each Working Interest
Owner shall remit to the Unit Operator its propor-~
tionate share of each month'!s actual billing within
thirty (30) days of receipt, thus maintaining the
operating fund intact. The adequacy of the fund in
relation to current expenses will be reviewed
annually or more often upon request by a Working
Interest Cwner and adjustments made as required,

Unit Operator shall, subject to sub-section (L)

{K)(1) (A) and (B):Section 73 of "The Mines Act",
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have a lien upon the interest of each Working Inter-
est Ovner in any unsold Unitized Substances, upen
the proceeds of the sale of any Unitized Substances,
angd upon the interest of each Working Interest
Owner in the Unit Facilities and upon the title
of each Working Interest Owner to and in the Unit
Area end the Unitized Streta, Stch lien shall have
priority over any lien by any Working Interest Owner.
In the event of the failure of any Vorking
Interest Owmer to pay its share of the c;osts and
expenses incurred hereunder when due, as provided
herein, Unit Operator shall be entitled at any time,
end from time to time, to collect and receive the
proceeds of the sale of all or any psart of stch
Working Interest Owmer’s share of the Unitized
Substances, including the proceeds from previously
executed sale contracts made by or for such defaunlt-
ing WVorking Interest Owner, Unit Operator shall
epply all sbch sums so collected against the default-
ing Working Interest Owmer!s unpaid bills, the exces:c
of such proceeds over the unpeid bills, if any, to
be paid to the Working Interest Owner entitled there-
to and 21l sums so spplied shall be considered as
received from such defaulting Working Interest Owner
within the meaning of the provisions cantained in
Section 8.08 hereof relating to contributions by
the other Working Interest Owners to Unit Operator
in the case of default in peyment when due, Unit
Operator may likewise take eny other credit dRe any
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Contributions

to Unit Operator
Upon Failure to
Collect Certain
Debt e

8.08

such defaulting Working Interest Owner pursuant here-
to and apply the same against amounts due from such
Working Interest Owner, The rights granted to Unit
Operator in this Section shall not be construed as
exclusive remedies but shall be in addition to all
rights, privileges and remedies afforded Unit Oper-
ator by other provisions hereof and by law., Service
of a true copy of this Plan shall constitute written
authorization on the part of such defaulting Working
Interest Owner for such purchaser to pay the proceeds
from such sale to Unit Operator during such default,
but such purchaser shall not be considered as having
been notified of such authorization prior to the time
of such service. DBooks and records kept by Unit Oper~
ator with respect to operations hereunder shall con-
stitute conclusive proof of the existence or non-
existence of any such default Insofar as the right

of Unit Operator to collect proceeds from the sale

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

If Unit Operator stml1l not have received full reim-
bursement for any indebtedness that may become due
and payable by any Working Interest Owner to Unit
Operator after reasonable efforts by Unit Operatoar

to obtain such reimbursement, each of the Working

Interest Owners, upon the request of Unit Operator,
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Pre~unit
Expense

Commingling
of Funds

8.09

8.10

9.01

shall, unless contrary to any then existing law,
contribute to the reimbursement of Unit Operator
the portion of any such unsatisfied amount equal
to the portion that such Working Interest Owner's
Participating Interest bears to the total Partici-
pating Interests of all of the Working Interest
Owners exclusive of the Participating Interest of
the defaulting Working Interest Owner; and thereupon,
each Working Interest Owner so contributing shall be
proportionately subrogated to Unit Operator's rights
and lien under Section 8,07 hereof.
Each Working Interest Owner shall pay a part of the
reasonable cost, as approved by the Operating Com-
mittee, of unitizing the Unit Area in proportion
to its Participating Interest hereunder.
No funds received by Unit Operator hereunder need
be segregated by Unit Operator or maintained by it
as a joint fund but may be commingled with its own
funds.
PART IX
RESPONSIBILITY FOR PAYMENTS

Each Working Interest Owner shall pay or be respons-—
ible for the payment of and shall indemnify all other
Working Interest Owners, including Unit Operator,
against any liability for any lLease 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
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Delivery of
Wells - Salt
Water Disposal
Wells

10.01

out of, or burdens on, the lease or Leases and
Tracts contributed by it and received into the

Unit Area.

PART X

DELIVERY OF WELLS AND EQUIPFENT
TNVES TMENT ACCOUNT

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

10,02 Unit Operator shall, within sixty (60) days of

s
the delivery of any ¥Well, or wellsite and operating

equipment, carry out such tests as may be necessary
to determine its mechanical condition as of the
Effective Date and, in the event any such‘:;ell or
wellsite and operating equipment is in sound
mechanical condition it shall be accepted by Unit
Operator and thereupon become a Unit Operated Well,
or Unit Facility. In the event that any such‘;_ell
or wellsite and operating equipment is not in sound
mechanical condition as determined by the Operating
Committee, the Working Interest Owner who contributed
such‘#ell or wellsite and operating equipment shall,
within thirty (30) days after being requested to do
so by Unit Operator as instructed by the Operating
Committee, install the equipment necessary to place
such‘;;ell or wellsite and operating equipment in
sound mechanical condition or pay to Unit Operator,
for the credit of the Common Account, in cash, the
cost of purchasing and/or installing such equipment,

Within sixty (60) days of the delivery of any
roads, dikes, ditches, fire walls, pits,and fences
Unit Operator shall determine which of them, if any,
require additiomal expenses in order to permit effic-
ient operation or to comply trith government regula-
tions or to honour surface leases, Unit Operator
shall prepare an estimate of expenditure and after
approval of the Operating Committee, the Working
Interest Owner who contributed the properties at
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Controllable
Material

10.03

fault shall perform the work at its own cost and
expense, or if such Working Interest Ouwner elects

not to perform the work it shall be done by Unit
Operator and charged to the Working Interest Owner at
fault.

As of the Effective Date all wellsite and operating
equipment in and on the Unit Area, used in the normal
operation of the Unit Operated Wells and such salt
water disposal facilities as are on the Salt Water
Disposal Wells shall be delivered to and taken over
by Unit Operator, it being the intent hereof that
such egquipment 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, "Controliable Materiazal'" as herein-
after defined, but shall not include warehouses,
warehouse stocks, lease houses, camps and office
buildings, automobiles and other service equipment
which shall remain the separate property of the
several owners thereof.

For the purposes of this Part X T™Controllable
Material™ shall be all material from time to time
classified as such by the Operating Committee, but
shall exclude surface and production casing, casing

bowl and casing hanger and flow lines.
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Appointment of
Inventory
Committee

10,0 The Operating Committee shall appoint an Inventory

Committee for the purpose of making an inventory
of the Controllable Material taken over by Unit
Operator. Each Working Interest Owner, upon request
by the Inventory Committee, shall submit to the
Inventory Committee promptly a complete inventory in
writing of all said Working Interest Cwner's
Controllable Material so delivered to Unit Operator
and a description of the condition of each item at
the time of such delivery. In the event a Working
Interest Owner has failed to supply such imventory
as aforesaid, the Inventory Committee shall proceed
to inventory such Working Interest Owner's Con-
trollable Material and shall supply such Working
Interest Ouner 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 againsgt
the aforesald inventories furnished by the Working
Interest Ovmers. Such inventories shall then be
priced at current new price, as defined in Part XXVI,
by the Inventory Committee and sulmitted to the
Operating Committee, who will determine the percent-
age of current new price which should be attributable
to such Controllable NMaterial. Copies of these
priced inventories will then be furnished to all
Working Interest Owners for thelr approval.
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Working
Interest
Cwner's Initial
Share in Unit
Facilities

Investment
Account

10,05 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 Quners to Unit Operator,

10.06 Unit Operator shall set up an Investment Account

(a)

(b)

(e)

for Unit Facilities which shall be calculated at
the end of each calendar year and shall bey
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-
sequent ly acquired for the Whit, the cost of which
shall be borne hy the Working Interest Owners in
accordance with their respective Participating
Interests; less
The total value of all Controllable Material sub-
sequently sold, junked or otherwise disposed of,
For the purposes of calculating the Investment
Account, Controllable Material which has been sold,
junked or otherwise disposed of shall be given the
same value as it was given when it was originally
delivered to or acquired by Unit Operator, At the
end of any calendar year the Investment Account
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Working
Interest
Cwnerts Share
In Investment
Account

Proceeds from
Disposal of
Unit Facilities

10.07

10,08

shall be the net of paragraphs (a) plus (b) less (c)
of this Section 10,06,

Each Working Interest Ouner shall have a netcredit
in the Investment Account which shall be the value
of 511 Controllable Material delivered by it to Unit
Operator, plus its share of the value of all Control-
lzble Material subsequently acquired for the Unit,
less its share of the value of Controllable Material
30ld, junked or otherwise disposed of from the Unit.
The relationship, expressed as a percentage, between
each Working Interest Owner's netecredit and the sum
of the net credits of all Working Interest Qwners
shall be its percentage share of the Investment
Account, Such percentage shall be carried to five
decimal places and rounded to the nearest four deci-
mal places and shall be calculated at the end of
each calendar year.

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

the end of the first calendar year shall be credited
to each Working Interest Cwner in accordance with
its respective initial percentage share established
under Section 10,05 and, thereafter, such proceeds
shall be credited to each of them in accordance with
their respective percentage share calculated in

accordance with Section 10,07,
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List of
Easements, etc,

Unit Operator
to Advise Surface
Rights Required

Surrender of
Surface Rights

11,01

11,02

11.03

PART XI
SURFACE RIGHTS

As soon as reasonably possible after the Effective
Date, each Working Interest Cwner 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 reasomably possible
after the receipt of the aforesaid lists, advise
each Working Interest Owner in writing which, if any,
of its said surface rights will be required for

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

Any such assignment shall, unless contrary to any
then existing law, contain a provision permitting
the 3ssignor of the same the use thereof for explor-
ation and production operations for strata other
than the Unitized Strata without interfering with
unit operations.

Unit Operator may also from time to time surrender
said surface rights, or any of them, that are no
longer required for the operations hereunder,
provided that Unit Operator shall have cleaned up
the surface to the satisfaction of any governmental
body having jurisdiction with respect theretc andj
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R ED, ATUROTHER,
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 hereunder may be held or
disposed of by the Working Interest Owner holding

the same in such manner as it may deem fit.

Surface 11,0 After the Effective Date hereof all costs of surface

Charges to
Common Account

Fee Simple 11,05

Unit Operator 11,06
May Acquire
Additional

Surface Rights

rights required for the operations hereunder and all
liabilities accruing 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 arrapngements
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
recelve as rental therefor an amount commensurate
with rentals paid for other surface rights of a like
nature in the Unit Area,

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

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

the Common Account,
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Ligbility for
Loss of Title

12.01

Unit Operator may also, with approval of the
Operating Committee, enter into an agreement with
any Working Interest Owner for the right to share
in the use of such Working Interest Owner's surface
rights on a basis to be mutually agreed upon between
them, eand the cost thereof as so agreed shall be
charged to the Common Account., Unit Operator may
also, with the approvel 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 Owmer does not
have the right to develop and operate any Tract in
which such Working Interest Owner claims to have a
working interest insofar as such Tract comprises the
Unitized Substences, any loss resulting therefrom
shall be borne by the contributing Working Interest
Owner and to that end, such Working Interest Owner
shall indemnify and hold harmless Unit Operator and
all other Working Interest Owners from any and all
lisbility, loss, cost or damage sustained by them

and resulting from the failure to have such rightj
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Maintenance
of leases

12.02

PROVIDED, HOWEVER, thet to the extent that such
liability, loss, cost or dsmsge is based upon the
value of the Unitized Substances produced from such
Tract, such indemmity 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 Cuner 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 end
effect during the term hereof, excepting only oblig-
stions sarising out of or accruing with respect to
the Unitized Strata end not required to be performed
by such Working Interest Owmer; PROVIDED, HOWEVER,
in the event eny Working Interest Owner shell fail
or refus_e to do any act or thing or make any pey-
ment required as aforesaid, Unit Operator, on behalf
of end for the Common Account, shall have the right
to perfom such act or make any such payment so
required as eforesaid, and thereupon any monies
expended by Unit Operator in cannection therewith
shall be charged to the account of such Working
Interest Owner, and Unit Operator shall have the
same rights and privileges with respect to enforcing
the payment of such amounts owed by such Working
Tnterest Owner &s are given to Unit Operator with
respect to eny other smount owed by a Working

Tnterest Owner to Unit Operator hereunder.
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Liability for
Loss of Title
to Wellsite and
Operating
Equipment

Titles
Comrittee

12.03

13.01

Each Working Interest Owner shall be liable to
sach other Working Interest Owner, including Unit
Operator for any end all liability, loss, cost or
damage sustained by them and resulting from any
claim or any cauge of action erising in consequence
of eny failure or deficiency in such Working Inter-
es_t Owner's title to any wellsite eand operating
equipment, or other facility taken over by Unit
Operator, or in consequence of any action of such

Working Interest Ouner with respect thereto.

PART XIIT

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 Ares, Each Working Int-
erest Owner in the Unit Areas shall, upon request,
submit to the Titles Committee a current historical
search of title, together with original or true
coplies of all Leases, assignments and other con-
tracts and all other title data and information
(including title opinions) as msay be requested by
the Titles Cormittee affecting the title to its
Tracts within the Unit Area. The Titles Committee
shall in writing, and within & reasonable time,
recommend to the Operating Committee the approval
or disspproval of title documents sutmitted to them
pursuant to this Section, Upon the acceptance of
the recommendation of the Titles Committee by the

Operating Committee, the title documents accepted
- L2 -



Disputes and 1,01

Non-approved
Titles

(a)

()

(c)

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 end to any portion of the Unit Area or the Unit-

ized Substeances.,

PART XIV

DISPUTES
If the title documents to eany Tract are not approved
by the Operating Committee as in Section 13.01 pro-
vided, or if there is now or should hereafter be
any dispute involving the working interest in a
Tract then the Working Interest Owner concerned
shall immediately give written notice thereof to
Tnit Operator!and upann the receipt of such written
notice, Unit Operator shall;
sell the Unitized Substances allocated to the Tract
in respect of which the title documents hsave not
been approved by the Operating Committee, or in
respect of which the dispute arises;
pay the portion of the costs and expenses allocated
or apportioned to the Tract out of the proceeds of
the sale;
pay the balance of the proceeds to & trust company
to be held by it until settlement has been reached
by the persons interested therein or until s judge
of Her Majesty'!s Court of Queen's Bench for Manitoba

bes made an order with respect thereto.
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Plan Binding
on Successors

Assignments,
etc. Subject to
Terms of Plan

15,01

16,01

16.02

In the event that any such dispute results in @
change of ownership in & worldng interest in a Tract
such change shall not retroactively affect any vote

taken pursuant to the temms of Part VI hereof.

PART XV

FILING
Unit Operator shall file this Plan with the Depart-
ment of Mines and Netural Resources for the Province
of Manitoba and with the eppropriste Land Titles
Office for the Province of Manitoba in accordance

with the provisions of "The Mines Act",

" PART XVI

TRANSFER OF INTEREST

This Plen shall be binding upon every owner of any
landg, Leases.and interests in minerals covered
hereby who acquires the same regardless of the
marner in which the same shall have been acquired.
Any disposition of sny interest owned by any Working
Interest Owmer in any land or part thereof in the
Unit Area shall be made expressly subject to all the
terms and provisions hereof. Such disposition of any
interest whether expressly so provided or not, 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, end shall likewise qperate te pive
and grant to the person or persons acquiring such
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When Change 16.03
of Owmership
Binding

Disposition 16,04
Must Include

Related Interest

In Unit Facilities

or Unit Ares

interest its or their proportionate part of all
Unit‘ized Substances and other benefits which may
accrue thereto under the provisions hereof.

No change in ownership of eny interest or rights
hereunder (by vwhatever means accomplished) of any
Working Interest Ouner shall be binding on Unit Oper
ator or the other Working Interest Owners until Unit
Operator has been furnished with notice of such
change by the person claiming the benefit thereof,
and such change shall become effective at seven
otelock in ths forenoon, GCentral Standard Time on
the first day of the month following the month in
which the person acquiring such interest delivers to
Unit Operator the original or certified copies of 21l
instruments, documents and other information necess-
ary in Unit Operator!s opinion to establish a com-
plete chain of title. No other kind of notice,
whether actusl or constructive, shall be binding on
Unit Operator or the other Working Interest Owmers.
Notwithstanding the foregoing, no interest in the
Unit shall be disposed of unless such transaction
shall inelude a like disposition of a related
interest in the Unit Facilities &nd likewise, no
disposition of any interest in the Unit Facilities
shall be effective unless such transaction shall
include a like disposition of a related working

interest in the Unit Area, it being the intention
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hereunder that no working interest in the Unit
Ares shell be owned apert from & related interest
in the Unit Facilities, &nd vice versa.

No Working Interest Owner shell 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 eny meaens in
violation of the provisions of this Section shall
be a nullity insofar &s the other Worlking Interest

Ownhers are concerned.

Assignment 16.05 No disposition shall operate to relieve any Working
not to Relieve
from Obligations Interest Owner of any obligation hereunder which

accrued or was incurred prior to the effective date

of such disposition.
Unit Operator 16.06 Unit Operator shall not essign its right to conduct
not to Asgign
Rights operations hereunder.
No Surrender 16.07 No Working Interest Owner shall surrender or release -—
of Lease
Without Consent its interest in eny Lease covering any portion of

the Unitized Strata without the written consent of

the Operating Commitltee, end the approval of the

Canservetion Board.

What Term 16.08 The term "disposition" as used in this Part shall
"Disposition®
Includes include, but not be limited to, the following;

transfer, assignment, conveyance, =nd ssale.

The term "disposition" es used in this Part shall

- L6 -



not apply to a disposal by way of mortgage, pledge
or hypothecations PROVIDED, THAT, the mortgagee or
pledgee shall hold its security subject to &ll the
terms of this Plan end upon any realization or
foreclozure of the security, the purchaser,
mortgagee or pledgee, as the case may be, shall

become bound by all the terms of this Plan.

PART XVIY

INDIVIDUAL RIGHIS AND PRIVILEGES
OF THGC WORKING INTEREST OUNERS

Access to 17.01 Eech Vorking Interest Ouner shall be entitled, at

Unit Area -
its own sole risk and expense, to have access to
the Unit Area at =21l reasamable times upon notice
to Unit Operator for the purpose of inspecting end
observing unit operations, to have access at all
reasonable times upon notice to Unit Operator to
any and 2ll information pertaining to the Unit
Operated Wells, the records of production and the
records of all other unit operations, to be present
during the drilling, testing and completion of all
Unit Operated Wells and to make copies of well logs,
drillingy progress end, casing reports, and reporis
of production and storage. The presence of & Work-
ing Interest Oumer or its representative on the
Unit Area or on the premises and their activities
in connection therewith shall be at the sole risk

end expense of such liorking Interest Owmer,
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Plan Affects
Only Unitized
Strata

Abandonment
of Wells

17.02 This Plan affects only the Unitized Strate, Each

17.03

Working Interest Owner may, to the extent it may
otherwise be entitled, conduct, at its own cost,

risk and expense,operations on its Tracts for the

®
discovery and/or production of other than Unitized
Substances; PROVIDED, HOUEVER, that such operations
shall be conducted in such & mammer as to interfere
as little as possible with the operations hereunders
Such Working Interest Ouner shsll taeke all reason-
able precsutions customary in the industry end as
may be required by the Conservation Board and by
Unit Operator to protect from waste, pollution,
drainage and damage the production of Unitized
Substances and the Unitized Strata.
If Unit Operator, with the approval of the Oper-
ating Committee, should decide permamently to
abandon any Unit Operated Well prior to the termin-
ation hereof , Unit Operator shall give to the
Working Interest Owner of the Tract on which such
well is located written notice of such decision,
stating whether or not a& drilling rig is in place
at such well, and said Working Interest Owner
shall have the right and option for & period of
forty-eight (48) hours if a drilling rig is in
place, or & 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 then the Unitized Strata. Within
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(a)

(b)

(c)

ten (10) days after said Working Interest Owmer
has so notified Unit Operator, said Working Interest
Owner shall pay to Unit Operator the wvalue of the
well equipment 2s 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 et the same time shall
agree by letter addressed to Unit Operator;

to case or seal off the Unitized Strata In said
well in en efficient and workmenlike 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 vltimate sbendonment of said well, to plug
and asbandon it in a workmemnlike mamner and in
accordance with the appliceble lews, rules, reg-
ulations and orders.

It 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 Ares 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 Owners of such

. ¥

2
Tract do not elect to take over such Hell, Unit
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Horkmen'!s
Compenssation

Insurence

18.01

18,02

Operator shall proceed properly to plug and
sbendm the same in accordance with the appliceble
laws, rules, reguletions and orders, and shall
salvage such casing end other equipment therefrom
as is reasonably practicable, for the Investment
Account,

Upon the sbandonment of any well hereunder,
the Working Interest Ovmer, or Unit Operator, as
the case may be, abandoning same shall clean up
the surface st the wellsite to the satisfaction
of any governmental body heving jurisdiction with
respect thereto, and to the reasmnsable satis-

faction of the owner snd/or occupier thereof.

PART XVIII
INSURANCE

Unit Operstor shall comply with all laws relating
to Workmen!s Compensation in the Province of
Hanitoba,

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

Ownter shall heve the right to be & self-insurer

as to its interest in the Unit Facilities.

- 50 -



Contractor!s 18.03
Insurance

Settlement 18.0L
of Claims

Unit Operstor!s 18,05
Lisbility

Unit Operator shall require all contractors employedod
by it to comply with ell lzws relating to Workmen!s
Compensation in the Province of Manitobs and to
carry such insurance a&s may be from time to time
approved by the Operating Committee.

Unit Opera'bor may settle any claim arisine out of
it opemti@s and not discharged by insurance es
herein provided, but no claim shall be settled by
Unit Operator in en amount in excess of Two Thousaned
($2,000.00) Dollars unless Unit Operator first
obtains the epproval of the Operating Committee to
such setilement,

Unit Operator, as such, shall not be liable to the
Working Interest Owners for any loss or damage
except for loss or damage resulting from gross
negligence or wilful misconduct of Unit Operator,
or eny of 1its employees exercising supervisory
functions, end each Working Interest Cwner pro-
portionate to its Participating Interest herein,
hereby indemnifies and holds hermless Unit Operator,
as such, against any claim of, or liebility to,

aeny third person resulting from eny 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 indemified or held harmless for eny loss,

daemage, claim or liebility resulting from the
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No Right of
Partition

Force
Hajeure

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

currence of, the Operating Committee.

PART XTX

GENERAL

19.01 No Working Interest Owner or Royalty Owner shall

19,02

¢laim the benefit of any laws or statutes of the
Province of Manitoba relasting to partitioning of
real or personel property and no person shall resort
to any action at law or in equity to partition the
aforesaid Unit Facilities and lands effected by
this Plan, including t_he Unitized Strata,

A1l obligations hereunder shall be suspended while,
but only so long as, &ny person is prevented from
complying therewith, in whole or in part, by strikes
lockouts or other industrial disturbances, fire,
explosion, wer, civil disturbsnces, tempest, floods,
acts of God,or the Queen's enemies, unsavoidable
sccidents, uncontrollable delays in transportation,
Federal, Provincial or Municipal laws, rules,
regulations or orders, inability to obtain necessary
materials in open market, inadequate facilities

for the transportation of materiels or for the
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No Co-operative 19,03

HMarketing

Titles
Unaffected by
Unitization

Duties
Separate not
Joint or
Collective

Individual
Obligation

19.0L

19.05

19.06

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

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

Nothing herein shall be construed as providing
directly or indirectly for eny co-operative or
joint sale or marketing of Unitized Substances.
Nothing herein shell be construed as & 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 eny kind, or en essocilation, or as
imposing any partnership duties, obligations or
lisbilities, )

Except as otherwise expressly provided herein,

each Working Interest Owner shall be individually
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Term of Plan

Rights on
Termination
of Plan

20.01

20,02

responsible only for its own obligetions &s set
out herein, and shall be liable only for 1ts pro-
portionate share of the costs and expenses and

lisbilities,

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 quentities mnd 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 2ll personal
property has been salvaged and all real estate has
been disposed of by Unit Operator. Notwithstanding
anything herein cantained, this Plan shell, subject
to the spproval of the Conservation Boerd, terminate
end be at an end upon the concurring vote of a
majority of the Working Interest Owners owning at
least ninety-five (95%) percent of the Partici-
pating Interests end such vote shell be binding upor
all the Working Interest Owners and the Royalty
Owners.

Upon the termination of this Plan, ell rights in
ad to the Tracts shall revert to the owners and
lessees thereof, and tht Operator shall errange
for the salvaging, liquidation and other distri-
bution of the Unit Facilities. The owner of the
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Salvage Costs

On Termination
of Plan -
Operation Shall
Cease

20,03

20,04

working interest in any such Tract desiring to take
over and continue to operate a Unit Operated Well
located thereon may do so by notifying Unit Operator
in writing of its election to take over said well
and by paying Unit Operator, for the benefit of all
Working Interest Owners, the fair net salvage value
of the equipment used in the operation of such well
and by agreeing to plug the well in accordance with
the applicable laws, rules, regulations and orders
at his expense at such time as it is 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 interests in the Unit Facilities,
Upon. termination of this Plan the further develop-
ment and operation of the Unit Area as a Unit shall
be abandoned, unit operations shall cease, and
thereafter the Working Interest OQuners and the
Royalty Owners shall be governed by the terms and
provisions of the Leases affecting the separate

Tracts,
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Working
Interest Owners
to Advise
Royalty Owners
of Termination

Rehearing,
Amendments, etc,

20,05

20,06

(a)

(b)

(c)

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

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

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

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

decides that such application should be heard,
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PART XXI
WELLS DELIVERED TO UNIT OPERATOR FURSUANT TO PART X

Sun M, Welch SWD 12-20-10-25 CEGO Virden 15-30-10-25
Calstan East Virden Prov.SWD 5-28-10-25 Teck Hepburn Virden 9-23-10-26
Frontenme Sun Virden SWD 9-21-10-25 Teck Hepburn Virden 10-23-10-26
Kranz Virden 8-20-10-2% Teck Hepburn Virden 15-23-10-26
Kranz Virden 9-20-10-2% Teck Hepburn Virden 16-23-10-26
Sun M, Welch Virden 11-20-10-25 Calsten Virden 9-2h-10-26

Sun M., Welch Virden 13-20-10-25 Calstan Virden 10-2L-10-26

Sun M. Welch Virden 14-20-10-25 Calstan Virden 11-2h-10-26
Kranz Virden 15-20-10-25 Calstan Virden 12-2L,-10-26
Kranz Virden 16-20-10-25 Calstan Virden 13-2h-10-26
Frontenac Sun Virden 5-21-10-25 Calstan Virden 1L-2h-10-26
Frontenac Sun Virden 6-21-10-25 Calstan Virden 15-2L-10-26
Frontenac Resd Virden 7-21-10-25 Calisten Virden 16-2L-10-26
Bintner Svn Virden 10-21-10-25 Calstan Virden CPR 1-25-10-26
Continentwl et ml Virden 11-21-10-25 Calstan Virden CFR 2-25-10-26
Continental et wl Virden 12-21-10-25 Celsten Virden 3-25-10-26
Continentm! et al Virden 13-21-10-25 Calstan Virden L-25-10-26
Calstan Ewst Virden Prov. 4-26-10-25 Calstan Virden 5-25-10-26
Calstan Ewst Virden Prov, 1-29-10-25 Calstan Virden 6-25-10-26
Calstan East Virden Prov, 2-29-10-25 Calsten Virden CPR 7-25-10-26
Calstan East Virden Prov, 3-29-10-25 Calstan Virden CPR 8-25-10-26
Calstan East Virden Prov, LA-29-10-25 Calstan Virden CPR 9-25-10-26
Calstan Eust Virden Prov. 5-29-10-25 Calstan Virden CPR 10-25-10-26
Calstan East Virden Prov. 6-29-10-25 Calstan Virden 11-25-10-26
Calstan East Virden Prov, 7A-29-10-25 Calstan Virden 12-25-10-26
Calsten East Virden Prov. 8-29-10-25 Cmlstan Virden 13-25-10-26
Calstan East Virden Prov, 12-29-10-25 Crlstan Virden 14-25-10-26

CEGO Virden 1-30-10-25 Calstan Virden CPR 15-25-10-26
CEGO Virden 2-30-10-25 Calstan Virden CPR 16-25-10-26
CEGO Virden 3-30-10-25 Calsten Virden 1-26-10-26

CEGO Virden L-30-10-25 Calstan Virden 7-26-10-26

CEGO Virden 5-30-10-25 Calstan Virden B8-26-10-26

CEGO Virden 6-30-10-25 Rundle Grasby Virden 9-26-10-26
CEGO Virden 7-30-10-25 Rundle Grasby Virden 10-26~10-26
CEGO Virden 8-30-10-25 tundle Grasby Virden 15-26-10-26
CEGO Virden 9-30-10-25 Rundle Grasby Virden 16-26-10-26
CEGO Virden 10-30-10-25% K & N Virden 1-36-10-26

CEGO Virden 11-30-10-25 Shannon Virden 2-36-10-26

CEGC Virden 12-30-10-25
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PART XXI1

THE 1ANDS IN THE PROVINCE OF MANITOBA WHICH COMFRISE THE
VIRDEN=ROSELEA UNIT NO. 1 ARE AS FOLLOWS:

LEGAL DESCRIPTION: LEGAL DESCRIPTION:
TRACT NUMRER TOWNSHIP 10 RANGE 25 WPM TRACT WUMBER TONNSHIP 10 RANGE 26 WPM

8 - 20 1sD. 8, SECTION 20 9 - 23 1SD. 9, SECTION 23
9 - 20 1SD, ¢, SECTION 20 10 - 23 1SD, 10, SECTION 23
1 - 20 1SD, 11, SECTION 20 15 - 23 1SD. 18, SECTION 23
i2 - 20 LSD. 12, SECTION 20 1/ - 23 LSD, 16, SECTION 23
13 - 20 1SD. 13, SECTION 20 g -2 ISD, 9, SECTION 2k
i - 20 LSD. 1k, SECTION 20 10 - 24 1SD. 10, SECTION 2L
15 - 20 1SD. 15, SECTION 20 11 - 24 LsD, 11, SECTION 21
16 -~ 20 LSD. 16, SECTION 20 12 - 2k LSD. 12, SECTION 24
§-21 LSD. 5, SECTION 21 13 - 2 1SD, 13, SECTION 24
6 - 21 18D. 6, SECTION 21 1 - 24 15D, 1L, SECTION 24
7-21 1sD, 7, SECTION 21 15 - 2 LsD, 15, SECTION 2k
10 - 21 LSD. 10, SECTION 21 16 - 2k LSD. 16, SECTION 24
11 - 2t ISD, 11, SECTIOE 21 1-25 ISD, 1, SECTION 25
12 - 21 1sD. 12, SECTION 21 2 -25 1SD., 2, SECTION 25
13 - 21 1SD, 13, SECTION 21 3-25 LSD., 3, SECTION 25
L -28 150, L, SECTION 28 b - 25 LSD. L, SECTION 25
5 - 28 LSh. &, SECTICN 28 5-25 18D. 5, SECTION 25
1-29 LSD. 1, SECTION 29 6 - 25 LsDh. 6, SECTION 25
2-29 1sD, 2, SECTION 29 7 -25 1SD, 7, SECTION 25
3-29 LSD, 3, SECTION 29 B .25 1SD. B, SECTION 25
L - 29 LSD, L, SECTION 29 9 -25 1Sb. 9, SECTION 25
5 -29 ISD., 5, SECTION 2% 10 - 25 LSD, 10, SECTION 2%
6 - 29 iSD, 6, SECTION 29 11 - 25 1Sp, 11, SECTION 25
7-29 LsD. 7, SECTION 29 12 - 25 15D, 12, SECTION 25
8 - 29 1SD. B8, SECTION 29 13 - 25 LSD. 13, SECTICK 25
12 - 29 1SD, 12, SECTION 29 1 - 25 iSD. 1k, SECTION 25
1-30 1SD., 1, SECTION 20 15 - 25 1SD. 15, SECTION 25
2 - 30 1Sp. 2, SECTION 30 16 - 25 LSD. 16, SECTION 25
3 - 30 1SD, 3, SECTION 30 1-26 1sp, 1, SECTION 26
L - 30 {SD, L, SECTICK 30 7 - 26 1sD, 7, SECTION 26
5 - 30 18D, 5, SECTICK 30 8 -26 18D. 8§, SECTION 26
6 - 30 18D. 6, "SECTION 30 9 - 26 1SD. 9, SECTION 26
7 - 30 1sD. 7, SECTICN 30 10 - 26 1SD. 10, SECTION 26
8 - 30 15D, 8, SECTION 30 15 - 26 LSD. 15, SECTION 26
9 - 30 Lsh. §, SECTION 30 16 - 26 1sD, 16, SECTION 26
10 - 30 iSD, 10, SECTION 30 1- 36 1sD, 1, SECTION 36
11 - 30 1sD, 11, SECTION 30 2 - 36 1SD. 2, SECTION 16
12 - 30 1SD. 12, SECTION 30

15 - 30 1SD, 15, SECTION 30
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TRACT &
8 - 20
9 - 20
11 = 20
2 - 20
13 - 20
14 = 20
15 - 20
16 =~ 20
5 - 21
6 - 21
7 - 21
10 - 21
1 - 21
2 -2
13 - 21
4 - 28
5 - 28
1-29
2 -29
3 .29
4 - 29
5 - 29
& - 29
7 - 29
8 - 29
12 - 29
1 - 30

R

PART XXV

TRACT PARTICIPATION

08317

«33496

22874

01388

2,40682

1,33603

1.55249

1.23163

. 14409

.89412

1.02195

1,16535

2. 30067

1.84972

2.52872

1.20627

«00817

2.42999

1.43612

3.47764

4,45715

2,66347

1,12250

« 56204

1.57766

69171

2412500

60

-

TRACT NUMBER

2 - 30
3 -30
4 ~ 30
5 - 30
5 ~ 30
7 - 30
8 - 30
9 - 30
10 - 30
11 - 30
12 - 30
15 = 30
9 - 23
10 - 23
15 - 23
16 - 23
9 - 24
10 - 24
1 =24
12 - 24
13 - 24
14 - 24
15 - 24
16 - 24
1-25
2 - 25
3 - 25

TAACT PARTICIPATION

98377
.58788
1.47602
1.56145
2,37753
1.85664
1,22704
3.45447
3.90961
1.757681
1.19317
37068
+26670
2,31089
1.48989
1.19501
+I0807
«23645
44865
«39656
1.30742
1.1695%
1,33565
2.23213
1.09822
1.42489

1.85192



TRACT NUMBER

4

5

10

1

12

13

14

15

16

10

15

1\6

25

25

25

25

25

25

25

25

25

25

25

25

25

26

26

26

26

26

26

26

36

36

TRACT HARTICIPATION

PART XXi\ CONTINUED

;69817
1.21897
1.,22907
1.92483
3.43817

« 99061
1.68017
1.99749
2.49065
1.,07169
1.18426
1.1477%

61669

02643

«47234

+32996

«37573

«97475

«82174

60953

»35063

07408



Provision for
Schedule of Working
Interest Ovners and
Participating
Interests

PART XXV

PARTICIPATING INTERESTS

25.01

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

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

one issue of The Manitoba Gazette,
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Definitions
"Joint Property"

"Major Material®

"Material®

"Condition'Atn

"Condition 'Biw

26,01
(a)

(®)

(c)

PART XXVI
ACCOUNTING PROCEDURE

In this Part:

"Joint Property" shall mean the respective tracts and
interest of the Working Interest Owners and where the
context so requires shall include all wells, wellsite
and operating equipment taken over by Unit Operator
pursuant to Part X hereto, 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 - 1000 feet and over in 'A!' or 'B' condition

Sucker Rods - plain or scrapered - 1600 feet and over
in 'A' or 'B' condition

Pumping Unit

Pumping Motor

Automatic Controls

Separators

Heaters

Treaters

Tanks complete with thief hatches

and any other material the Current New Price of
which exceeds One Thousant ($1,000,00) Dollars,

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

(L) New material (Condition 'At), being new material
purchased for the Joint Property but never used
thereon, at One Hvndred (100%) per cent of Current
New Price.

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

(a) at Seventy-five (75%) per cent of Current

New Price if material was charged to
Common Account ag new; or
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ondition ICHN

"Condition D"

"Condition 'E

"Temporari 1y
Used Equipment "

Cuyrrent New
Price"

Fixed Asset
Records

(d)

26,02

(b) et Seventy-five (75%) percent of Current
New Price less depreciation consistent with
its usege on ahd service to the Joint Prop-
erty, if material was originally charged to
the Common Account at Seventy-five (75%) per-
cent of Current New Price,

(1i1) Other used material (Condition 'C?), being
material whichs

(a) after reconditioning will be further service-
gble for original function as good secondhand
material (Condition 'B!), or

(b) 1is serviceable for original function but sub-
stentially not suitable for reconditioning,

shall be st Fifty (50) percent of Current New
Price,

(iv) Used material (Condition !'D!), being material which
cannot be classified as Condition !'B! or Condition
IC! shall be priced at a value commensurate with
its use,

(v) Junk (Condition 'E!), being obsolete and unservice-
able material, at prevailing junk prices in the
dist.rICt.

(vi) When the use of material is only temporary, and
the time of actual use does not justify the reduc~
tion 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,

"Current New Price!" shall mean where possible the
current cost of meterial as set forth in the most
recent issue of the "Controllable Equipment Price
Catalogue® published by Petroleum Accountants Society
of Western Canada,

Fixed Asset records shall be meintained for all fontrol-
ilable faterial as defined in Section 10,03,



Statements 26,03 Unit Operator shall bill each of the other Working

and Billings 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 followifg state~
ments:

(a)  Detailed statement of €ontrollable Material.

(b) Statement of all ordinary charges and credits to
the Cormon Account summarized by eppropriate classi-
fication indicative of the mature thereof.

(¢} Detejled statement of all other charges and credits,

Payments by 26,0, See Sections 8,03, 8.05 and 8.06,

Working Interest

Owners

Adjustments 26,05 Payments of any such bills shall not prejudice the

right of any Working Interest Quner 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 Xwenty-four (2L), months follow-
ing the end of eny such chlendar year., unless within
the said Twenty-four (2l4) month: period any Working
Interest Owner takes written exception thereto. and
makes & written claim on Unit Operator for adjustment.
Failure on the part of the Working Interest Owner to
make such & claim on Unit Operator within such period
shall esteblish the correctness thereof and preclude
the filing of exceptions thereto or msking of claims
for adjustment thereon.

Audits 26,06 Any eudit committee appointed by the Operating
Committee, upon notice in writing to the Unit Operator,
shall have the right to audit Unit Cperator's eccounts
end records relating to the eccounting hereunder for
eny calendar year within the Eighteen (18) month period
following the end of such calendar year. The Working
Interest Ouners shall have.$ix (6) months next follow-
ing the examination of the Unit Operator!s records
within which to take wriiten exception to and make any
and nll claims on the Unit Operator, Such audit
committee shall make every reasonable effort to conduct



Charges to
Common Account

such auditing in a manner which will result in a mini-
mum 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,

26,07 Subject to the limitations hereinafter prescribed, Unit
Operator shall charge the Common Account with the follow-
ing costs of development and operation of the Joint

Property;

(a)

(b)

(c)

(d)

Salaries, wages and related expenses of Unit
Operator's persomnel 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 Propertye.

Unit Operator's cost of vacatlon and expenditures

or contributions imposed or assessed by any govern-
mental body having jJurisdiction with respect to such
salaries and wages referred to in paragraph (a) of
Sectinn 26,07,

Unit Operator's cprrent cost of egtablished plans
for employees' group life insurance, sickness and
disability benefits, hospitalization, pension,
retirement, stock purchages, 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 (12%) percent of the total
of the salaries and wages charged under paragraph
(a) nf Section 26.07. It is agreed, however, that
if this limitatinn of twelve (12%) percent shall
be found to be insufficient, the same may be in-
creased from time to time when authorized by a vote
of the Operating Committee,

Material purchased or furnished by Unit Operator
for use in connecticn with the cperation of the
Joint Property. So far as it is reasonably
practical and consistent with efficlent and
economical operation, only such material shall

be purchased for or transferred tc the Joint
Property as 1s required for immediate use, and the
accumulation of surplus stocks shall be avoided
whenever poseible.
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(e)

(£)

(g)

(h)

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

(ii) Moving surplus material from the Joint Property

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

(1ii) Moving expenses of employees incurred by the

initial staffing, additions and replacements
beyond the control of the Unit Operator.

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

(i) Use of and servicée by Unit Operator's exclusively
owned equipment and facilities as provided in
Section 26,11,

Costs or expenses necessary to replace or repair
Joint Property damaged or lost through fire, flood,
storm or any other cause not contreollable by Unit
Operator through the exercise of reasonable dili-
gence, Unit Operator shall furnish the Working
Interest Cwners 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 protection
of the Joint Property, including legal fees and
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(1)

(3)

(k)

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

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

(i1) Fees and expenses of outside Counsel shall not
be charged to the Common Account except where
the employment of such outside Counsel is author-
ized by the Operating Comnittee.

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

Premiums paid for insurance required to be carrled
under Section 18,02 together with all expenditures
incurred and paid in settlement of any and all losses,
claims, damages, Judgments, and other expenses in-
cluding legal services, not recovered from the insurer,

District and Administrative Overhead:

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

(i) Salaries and expenses of the Unit Operator's
district superintendent and other general
district or field employees, managing officers
and employees of the division and/or principal
office other than those who are directly engaged
on the Joint Property and whose salaries are
chargeable to the Common Account under the pro-
visions of paragraph (a) of Section 26,07,
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1)

(m)

(11) Cost of maintaining and operating a district

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

(iii) Any other costs of operating the divigion 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) $4,500,00 per month for all producing
operations.

(b) Forty-five ($45.00) dollars per day for each
drilling well, wells being plugged back,
drilled deeper, reworked, or converted to
source or input wells; charges to commence
on the date the well is spudded and terminate
when the well is on production, or on injec-
tion, plugged or capped as the case may be,
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 conbbruction of
Unit Facilities, including, but not limited
to, water injection plant, battery consoli-
dation, injection pipeline systems and water
supply systemg shall be calculated on direct
expenditures on the fcllowing 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 assessed
on new and used materials furnished from the ware-
house on the basis of Two and one~half (2%%) percent
of the cost of tubular goods and major material and
Five (5%) percent of the cost of all other material
which shall in each case be deemed to be the actual
cost thereof to Unit Operator.

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

26,08

(n) Any other expenditures incurred by Unit Operator
except that no charge shall be made for any inter-
est or financing charges incurred by Unit Operator
except where incurred with the approval of the
Operating Committee.

(1) Outside Purchases

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

(ii) Material Furnished by Unit Qperator

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

(a) New Material -~ Condition 'A’

(b)

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

Price.

Used Materials - Condition 'B' and 'C!

(1) Material which is in sound and service-
able condition and is suitable for reuse
without reconditioning shall be classed as
Condition 'B' and priced at Seventy-five
(75%) percent of Current New Price.

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

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

(ii) is serviceable for original function
but substantially not suitable for re-
conditioning,

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

(3) Material which cannot be classified as
Condition 'B' or Comdition 'C' shall be
priced at a value commensurate with its use.



Premium Price

Warranty
of Material

Unit Operator's
Exclusively Owned
Facilities

26,09

26.10

26,11

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

Whenever materials are not readily obtainable at the
customary supply point and at €urrent Mew Prices be-
cause of national emergencies, strikes or other unusual
causes over which Unit Operator has no control, Unit
Operator may charge the Common Account for the required
materials on the basis of Unit Operator's direct cost
and expense incurred in procuring such materials, in
making it suitable for use, and in moving it to the
Joint Property; PROVIDED, HOWEVER, that each Working
Interest Owner is notified in writing prior to the
acquisition of such material, whereupon each Working
Interest Owner shall-have the right by so electing and
notifying Unit Operator within Forty-eight (48) hours
after receiving notice from the Unit Operator, to furnish
in kind or in tonnage as may be agreed, at the location,
nearest railway point, or Unit Operator's storage point,
within a comparable distance, all or part of his share
of material suitable for use and acceptable to Unit
Operator. Transportation costs on any such material
furnished by a Working Interest Owner at any point
other than a% 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
Cwner.

Unit Operator does not warrant the material fumnished
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 operation
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 proposes
to charge. Rates shall be revised from time to time
when found to be either excessive or insufficient.



Disposal of 26,12
lease Equipment
(&) The term "minor equipment! shall mean any material or

items of Unit Facilities not described as Major Material.
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.

(b) Unit Operator may dispose of any item of Major Material
which it deems to be surplus to the unit operations at
current market demand prices prevailing in the area
without obtaining prior approval of the Working Interest
wners. The Unit Operator will supply to each Working
Interest Owner every 8ix (6) months details of Major
Material deemed to be surplus or anticipated to become

£ Surplus during the engﬂggg six months, Further, any
authority granted to thesOperator to dispose of a Non-
Operator's share of material shall be revocable at the
will of the Non-Operator.

(¢} Surplus material purchased by Unit Operator shall be
credited to the Working Interest Owners in accordance
with Section 10,08 and included in the billing for the
month in which the purchase was made.

(d) surplus material purchased by any Working Interest Owners
shall be invoiced by Unit Operator and credited to the
Working Interest Owners in accordance with Section 10.08
and included in the monthly billing for the month in which
the purchase was made.

(e) Division of surplus material in kind shall be in accord-
ance with Section 10.08. Each Working Interest Owner shall
be invoiced by Unit Operator for value of surplus material
received or receivable and corresponding credits will be
made by Unit Operator in theigilling for the month in
which the division was made.

(f) Net proceeds of sales to outsiders of surplus material
shall be credited by Unit Operator to the Working Interest
(wners in accordance with Section 10.08.

Inventories 26,13

(2) Regular inventories of Controllable Material shall be
taken by an Inventory Committee appointed by the Op-
erating Committee and at intervals specified by the
Operating Committee; PROVIDED, HOWEVER, that con-
struction projects as outlined in the budget shall



be inventoried by the Inventory Committee within
one year of completion and copies of any such in-
ventory shall be furnished to all Working Interest
Owners.

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

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

(d) The expense of the Inventory Committee shall be charged
to the Cormon Account,

(e) 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 conducting any special inventory so
requested shall be charged to the separate account of

the requested Working Interest Owner.
l"N‘



PART XXVIT
ELECTRICAL LOG

Calstan Virden SWD. 2-26-10-26
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