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PLAN PO UHTIT OPERATION
GOVERNING THE, UMITIZED MANAGEMENT
OPERTION AND FURTHER DRVELOPMENT OF
VIRDEM-ROSELE" UNIT NO, 3

PART 1

INTERPRETATION

References to 1,01 This Plan shall be construed with reference to "The
terms and expres-
sions Interpretation Act'" and the terms and interpretation

of "The "ines Act" and rersulations thereunder,

Definitions 1,02 In this ™lan unless the context otherwise regquires:
Yiccounting (2} "acccuntines Procedure" means the rules, nrovisions
Procedure"

and conditions set forth in Part XXVI hereof;
"Common Account” {b) "Common Account" means the account set up and
maintained bv Unit Omerator on behalf of the

Workin~ Interest Owners as provided in Part VIII

hereof
"Conservation (c) "Conservation Board" or "Board" means The 0il and
Board"
Natural Gas Conservation Boardj
"Effective Date {(d) "Effective Date" mcans the hour of seven o'clock
in the forenoon, Central Standard Time, on the
first day of s AeD. 196 5
"Gag " (e) "Gas" means natural gzas both before and after it
has been subjected to any processinc and includes
all fluid hydrocarbons not defined as 0ilj;
"Investment (f) "Investment Account® means the account set un and
Account"

maintained bv Unit Ongrator on behalf of the Work-
ing Interest Owners as »rovided in Part X hereof;
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“lzases" (r) "Leases" means severally and collectivelv the
netreoleum and natural ras leases, netroleum
leases, natural ras leases, subleases, acreements
to prant a lease and anv other asreements whether
similar or dissimilar teo the foreecoins coverineg
the lands described in Part XXIT hereof;

RISSA AL (h) "0il" means crude oil and all other h--drocarbons
regardless of rravity, that are or can be recovered
in linquid form from a nool throurh a well by
ordinarv nroduction methods;

"Operating (i) M"Omeratine Committee" means the cemmittee created

Committee®
pursuant to "art V hereof;
"Outside (i) '"dutside Substances" means all substances obtained
Substancez"
from any sources other than the Unitized Strata
for injection into the Unitized Strata;
"Particineting (x) "Particinatin~< Interest'" means with resnect to each
Interest"
Yorking Interest ™vner the sum of the products cb-
tained by multiplvin- its respective workinr interest
in each Tract by the respective Tract Particination
of each such Tract:

"Royvalty Owner" (1) "Royaltv Owner" means a person, other than a Work-
ins Interest Owner, whc has any interest in a
risht to receive a nortion of the Unitized Sub-
stances or a portion of the nroceeds from the sale
thereof, including a reversicnar- interest, a
rovaltv interest reserved tco the lessors named in
anv Lease, and anv overriding rovalty interest, cr
an interest in a nayment under, or encumbrance on,
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"Salt Water
Dispogal ¥Wa11"

"opacing Unit"

"Stock Tank
Barrel"

llTraCt 1"t

"Interim Tract
Participation" and
"tTinal Tract
Participation"

"Unit Area"

"Unit Tacilities™

(m)

(n)

(o)

(p)

(q)

(r)

(s)

a Lease that does not carry with it the richt to

search for or nroduce the Unitized Substances;

"Salt Water Disposal Well" means those wellg

drilled for the purpose of, or converted to, salt

water disposal;

"Spacing Unit" means the area allocated by anv
g

governmental bodv havine jurisdiction with respect

thereto for each well drilled for the purpose of

producing 0il and Gas from the Unitized Strata;

"a Stock Tank Barrel"™ means 34,9723 Canadian gallons

at sixty (60°) degrees Fahrenheit.

"Tract" means each parcel of land described as

such and given a Tract number in Part XXIT hereof;

"Interim Tract Participation" and "Final Tract

Participation" means the percentage set forth for

each Tract in Part XXIV herecof. Anv reference

herein to Tract Participation shall mean the Interin

Tract Participation or the Tinal Tract Particination

in effect at the relevant time;

"Unit Area'" means and comnrises the lands set forth

and described in Part XTI hereof and included

within the boundaries of the solid black outline

on the map shown in Part XXIII hereof, insofar as

these lands relate to the Unitized Strata, excepting

however, those lands, if any, shown cross-hatched

in Part XXIII hereof;

"Unit Facilities"

means all tangible nropertv of

every kind, nature and description (excepting

Unitized Substances, Unit Operated Wells, rental

3
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equioment and Unit Onerator's exclusively owned
eauipment) in the nossessicn of Unit Dperator
hereunder acquired from a Workino Interest Owner
nursuant to the nrovisions of Part X hereof,
tozether with all facilities and equipment nur-
chased, constructed or acquired by Unit Operator
pursuant heretoy

"Unit Onerated (t) "Unit Operated Vells" means all rells (ineluding

Wells"
wells drilled for the nroducticn of Unitized Sub-
stances, wells drilled for the nurnose of rroducing
water onlv, wells drilled for the rurnose of water
disposal and r2lls drilled for the -urnose of nres-
sure maintenance operations or secondarv recovery
operations) in the rossession of Unit Operator
hereunder, whether acquired from a Working Interest
Owner or drilled bv Unit Omerator oursuant to the
terms hereof, but excludin: Unit Facilities in and
on the said wells;

"Unit Operator" (u) "Unit Onerator"™ means the nmerson ampointed to
manare and conduct the cmerations hereunder who
shall be a Uerkine Interest Owner unless the
Oneratine Committee unanimously otherivise arrees;

"Unitized Strata" (v) "Unitized Strata" wmeesns the Virden and Scallion
members of the Lod-encle Tormation of the Missis-
sipnian 5re underlyines the lands described in Part
AXII hereof, as same are shown on the electrical log
of Calstan Virden S5.W.D. 2-26-10-26 well in Leral
Subdivision Two (2) of Sectien Trentv-six (26), Town-
shin Ten (10), Ranre Twenty-six (26), West of the
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First (W.lst) Meridian, in the Province of Manitoba
bet:een the interval 2,008 feet and 2,258 feet as
measured from the Kelly Bushinp. The Virden member
consists of Submembers sometimes known as the Crin-
oidal, Sandhill, and Four Oolites. The Scallion
member is sometimes known as the Cherty Zone and
sometimes includes a basal shale unit known as the
Routledre Shale;

"Unitized () "Unitized Substances" means the 0il and Cas that

Substancaes™
are within or are produced from the Unitized Strata;

Miigll" (x) "lell" means anv well within the Unit Area which has
been drilled to the Virden or Scallion members of
the Lodrennle Formation of the Mississinpian Ace for
the production of 0il and 7as which at some time
since such drillin~ has nroduced a minimum of three
(3) barrels of 0il -er dav for at least one month's
duration;

"Jorking Interest (v} ™"Workine 'nterest Twner" means a merson who has the

Ovner!
richt, in whele or in mart, to search for and nroduce
and to anprepriate the Unitized Substances, either
for himself or for others havine an interest therein,
cp for both, whether such ri-ht is derived from own-
erchin in fee simnle cr from a Lease,

PART IT

UNIT NOPERATINN

Unit Name 2.01 The name of the Unit shall be "Virden-Roselea Unit
No. 3" (hereinafter sometimes called the "nit"),

Operation as 2,02 On and after the Effective Date, the respective

a Unit

interests of the Working Interest (Owners and Rowralty
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Lffect of Unit
Operation

fmendment of
Leases

Continuation
of Leases

2,03

(a)

()

Owners, in and to the Unit ’rea, the Unitized Strata
and the Unitized Substances, shall be unitized for tle
purposes of carrving out in the Unit Area and the
Unitized Strata any and all orerations which mav at
anvy time and from time to time be deemed necessary

or advisable bv the Operztines Committee for the pur-
pose of preventinr waste, obtaining ultimatelv the
vreatest possible pecovery of the Unitized Substances
and accomnlishing the more efficient and more econom-
ical develooment and production of the Unitized Sub-
stances under nrudent and proner operations and prac-
tices to the end that all omerations for drillins and
producing and all other orarations in the Unitized
Strata mav be conducted without re~ard to the separate
Leases or boundary lines of separate Tracts within
the Unit Area and as thourh the Unitized Strata were
covered by a sinrle Lease subiject to all the terms
and conditions hereof.

Hithout limitins its peneral effect, the unitization
shall have the following specific effects:

On and after the Effective Date, the terms and nro-
visions of the Leases are hereby amended to the
extent necessary to make them conform to the terms
and provisions hereof and, the Leases as amended,
shall continue in full force and effect,

Anv operations conducted with respect to the Unitized
Strata, or production of Unitized Substances shall,
except for the purposes of determining navments to
Rovalty Owners, be considered as onerations umon or
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Authority for
Operations

Royalty Owners
Not 0Obliped to
Pay Unitizaticn
Costs, etc,

2.05

production from each Tract and such operations nr
production shall onerate to continue in force and
effect each Lease as if such onerations had been con-
ducted and a Well had been drilled on and was produc~
ing from each Spacine Unit or portion thereof covered
by each Lease.

The Workins Interest Nwners are hereby collectively
authorized to develop and operate the Unitized Strata
without repard to the separate Leases or the boundarv
lines of semarate Tracts within the Unit Area, and to
drill, use and produce such wells as the “nerating
Committee deems advantagecus to onerations on or nro-
duction from the Unitized Strata, to abandon such well-
as thev deem unnecessarv and in reneral to do all
other thinrs that the Operating Committee deems advis-
able for the nurnose of accomnlishing the most
efficient and most eccnomical development and onera-
tion of the Unitized Strata. Without limiting the
generality of the foreroine, the Workins Interest
Nwners are hereby authorized to inject 0il, fas,
water, or other substances, or any combination of
them into the Unitized Strata and from time to time
to convert and use as injection wells any Well now
drilled or hereafter drilled into the Unitized Strata.
Nothine contained in this Plan shall be construed

as imnosing unon anv Rovaltv Jwner any oblipation

to pav for anv of the expenses of the unitization
herein provided for or for any of the costs and
expenses incurred in operations hereunder unless
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Tract
Particination

Duration of
Interim and
Final Tract
Participation

Determination of
Interim Tract
Particinaticn

3.01

3,02

(a)

(b}

3,03

(a)

(b}

such Royaltv Owner is obligated to may for the same
by the terms of anv Lease.
PART 13T

TRACT PARTICIPATION

The Interim Tract Participation and Tinal Tract Part-
icipation of each Tract is shown in Part XXIV herectE,
The Interim Tract Particination of each Tract shall
be effective from the Effective Date until seven
c'clock in the forenoon, Central Standard Time on the
first day of the calendar menth after:
the Unit has nroduced cne million (1,000,000) Stock
Tank Barrels of 0il, or
the thirtv-six (36) month' nericd immediatelw
following the Effective Date of the Unit,
whichever shall first occur and thereafter the Final
Tract Participation of each Tract shall be effectiva,
The Interim Tract Particinaticn of each Tract is the
sum of each of the following:
A current nroduction factor: such factor is the rer-
centage calculated by dividing the 21l nroduction of
such Tract during the interval June 1, 1965 to Novem-
ber 30, l965fz%%¢ﬁﬂ; 0il nroduction for all Tracts
durine the same interval, and multinlying by 60/100;
An average monthly 0il producticn factor penalized
for water nroduction; such factor is arrived at by
i) determinine averape monthlv 0il onroductien

of the Tract by dividing its cumulative nil

oot e 30
nroduction to s 1965 by the
number of calendar menths since the Well

cn such Tract first went on production,
-8 -



provided that the first calendar month shall
not be counted as such unless the N1l producticn
from the Well on any such Tract for that
calendar month was creater than one-half
(1/2) of the 0il nroduction from such Well
for the next succeedins monthg

ii) calculatin- a fractional water cut for the
Tract by dividinrs the water nroducticn for
the interval set out in paragranh (a) here-
of by the sum of its water and 0il produc-
tion for the same period; PROVIDED, THAT,
with resnect tc those Tracts which did not
produce during the interval referred to,
the fracticnal water cut shall be calculated
by dividines the water nroduction for each
such Tract during the consecutive six month!
reriod that ends with the last recorded
production by the sum of such Tract's water
and 0il mroduction for the same period;

iii)  multinlvine the averare monthly 0il nroduc-
tion for the Tract obtained in (i) bv the
fraction one minus the water cut apnropriate
to the Tract as determined in (ii);

iv) dividinc the nroduct obtained in (iii) for
the Tract bv the sum of all the products
obtained in (iii) for all the Tracts and

meltinlvins by 40/100,

Determination cf 3,04 The Tinal Tract Participation of each Tract is the
Final Tract
Participation sum of each of the followin:s:
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(a)

(b)

A current production factor: such factor is the

nercentace calculated by dividing the 0il nro-

duction of such Tract during the interval Jume 1,

<

1965 to November 30, 1965,M6% the Nil production

for all Tracts durinc the same interval, and

multinlyins by 40/108;

An averare monthlv Nil preoducticn Factor nenal-

ized for water nroduction; such factor is arrived

at bvs

i)

ii)

determininy averare monthly Nil nroduction
of the Tract bv dividin- its cumulative il
production to neeéig%¥£i§\§éas bv the number
of calendar months since the Well on such
Tract first went on production, provided
that the first calendar month shall not be
counted as such unless the 0il sroduction
from the Well on any such Tract for that
calendar month was ereater than one-half
(1/2) of the 0il nroduction from such Well
for the next succeeding month;

calculatine a fractional water cut for the
Tract bv dividing the water production for
the interval set out in parasraph (a) here-
of by the sum of its water and 0il produc-
tion for the same period; PROVIDED, THAT,
with respect to those Tracts which did not
produce durines the interval referved to, the
fractional water cut shall be calculated bv
dividing the water production for each such

- 10 -



Tract durine the consecutive six month'
period that ends with the last recorded
production bv the sum of such Tract's
water and 0il preduction for the same
neried;

iii) multiplvine the average monthlv Dil nroduc-
+ion for the Tract obtained in (i) by the
fraction one minus the water cut appropriate
to the Tract as determined in (3i);

iv) dividinr the product obtained in (iii) For
the Tract by the sum of all the products
obtained in (iii) for all the Tracts and

maltiplyvins bv 60/100,

Tract Partici- 3.05 The total of the Tract Participations for 211 Tracts
nations Egual

100% shall at all times equal one hundred (100%) percent.
Part 111 3,06 This Part III is exnlanatorv and the Tract Particioa-

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

tlv made in accordance with this Part III,

PART 1V

ALLOCATION OF PRODUCTION

Allocation 4,01 All Unitized Substances nroduced and saved shall
to Tracts
be apportioned amons and allocated to the several
Tracts in accordance with their respective Tract
Particinations., The amount of Unitized Substances

so allocated to each Tract, and only that amount,

- 11 -



Delivery of
Unitized
Substances
in Kind

Distribution
Within Tracts

4,02

L, 03

regardless of whether it be mcre or less than the
amount of the actual nroduction of Unitized Sub-
stances from the Well or Wells, if any, on such
Tract, shall for all intents, uses and purposes,

be deemed to have been produced from such Tract,
The Workings Interest Owners entitled to the Unit-
ized Substances allocated tc each Tract shall have
the ri-ht to take such Unitized Substances in kind,
Such Workino Interest rvmers shall have the richt
to construct, maintain and orerate within the Unit
Area all necessarv facilities for taking nrcduction
in kind orovided the same are so constructed, main-
tained and onerated as not to interfere with unit
operations. Anv extra expenditures incurred bv
Unit Onerator bv reascn of the delivery in kind of
any portion of the Unitized Substances shall be
borne by the Tlorkine Interest Owner receivina the
same.

The Unitized Substances allocated to each Tract
shall be distributed by the Workins Interest Ouners
of such Tract among, or acceunted for, to the nper-
sons entitled to share in the production from such
Tract in the manner nrovided for in the Lease
covering such Tract, The Revalty Owners shall
accept rovaltv calculated on the allocated npro-
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Failure to
Take 1in Kind

duction in full settlement, satisfaction and dis-
charge of the obli-ation of any Workine Interest
Owner to make rovaltv nayments on Unitized Sub-
stances under their respective Leases.

To the extent that any Working Interest Owner
entitled to take and receive in kind any nortion
of the Unitized Substances shall fail to take or
otherwise adequately dispose of the same currently
as and when nroduced, then so lon~ as such con-
ditions continue, Unit Onerator, as agent and for
the account and at the expense nf such Workins
Interest Owner mav, and upcn the instructions of
the Omeratine Committee shall, in order to aveid
curtailing the operation of the Unitized Strata,
dispose of such nroduction and the account of such
Workine Interest Owner shall be credited therewith
as having received the same. The proceeds of the
sale of the Unitized Substances so disposed of by
Unit Operator shall be paid to the Workine Interest
owner entitled thereto. The authority of the Unit
Operator to enter into contracts for the sale of
such production shall be limited to contracts that
are limited in time to the minimum needs of the
industry and in any event not exceeding one (1)
vear. Any Working Interest Owner not takine in
kind mav revoke at will Unit Operator's authoritv
hereunder by notice in writing to Unit Operator and
by taking in kind all of its share of oroduction
not previouslv contracted for sale.

- 13 -



Qver-nroduction

4,05

(a)

(b)

A proner and timelv cauze shall be made of all tanks
delivered to Unit Operator to ascertain the amount

of 0il in such tanks ag of the Effective Date. If
any Wells producing inte such tanks have made more
than their cumulative ~roduction allowable as set

by the Conservation Board, the amount of such over-
production of 0il then in such tanks which has been
nroduced from the Virden and Scallion members of the
Lodgepole Formation of the Missigsinnian Ape shall

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

be at the risk of and be the propertv of the Working
Interest "wrner owning the same nrior toc the Effective
Date, and unon request shall be delivered in kind to
such Vorking Interest Owner, or, in the absence of
such request, shall be sold by Unit Onerator for

the credit of and on behalf of such Working Interest
Owner at not less than the nrevailine wellhead nrice,
and the nroceeds thereof shall be naid by the nur-
chaser directlv to such Working Interest Owner,

If anv production in excess of the cumulative
production allowable of anv Tract as of the Effective
Date was sold »orior tec the Effective Date, the Unit
Operator during the month cor meonths next fol-

lowing the Effective Date shall withheld from

the Unitized Substances which, excent for the
provisions of this subparagraph, would have been

- 14 -



Royalty on Out-
side Substances

Use of Unitized
Substances

(e)

4,06

4,07

allocated to a Tract or Tracts from which the

0il scld was produced in excess of the cumulative
production allowable, an amounit enual to such

excess prcduction cn the Effective Date, and the
amount or amounts sc withheld shall be reallocated
to all of the Tracts in nronortion to their respec-
tive Tract Participations. Such withholding and re-
allocation shall be continued until the full amount
of any such excess producticn in respect to anv
Tract or Tracts has been withheld and reallccated,
No allowance shall be made te anv interested nerson
for anv under-preduction of 0il from its Vells »rior
to the Effective Date,

If any Outside Substance is injected into the Unit-
ized Strata, anv like substance contained in Unit-
jzed Substances subsequentlv produced and sold or
used for cther than onerations hereunder, shall be
deemed to be an Outside Substance until the volume
of such Outside Substance injected into the Unitized
Strata is recovered, No nayments shall be due or
payable to Royaltv Owners on anv substance which is
deemed to be an Outside Substance,

The Working Interest Owners mav use as much of the
Unitized Substances (excludin~ 0il) as thev deem
necessary for the oneration and develorment of the
Unitized Strata, including, but not limited to,
their injection into the Unitized Strata and in the
operation of anv nlant or nlants handling Unitized
Substances., No royalty or other payment shall be
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Operating
Committee

Representatives
on the Operating
Committee

Organization
Meeting of the
Onerating
Committee

5.01

5,02

pavable in respect thereto or in resnect to Unitized
Substances unavoidably lost. Such Unitized Substances
so used, injected or lost shall be excluded in alloc-
ating production.

DART V

ORGANIZATION OF THE

APERATING COMITITILE

There is hereby created an Operatine Committee which
shall be connosed of one representative of each Work-
in~ Interest Ouner designated as hereinafter nro-
vided,

Each Workine Interest Owner shall, at least ten (10)
davs prior to the Effective Date, desisnate by notice
in writinc te the Chairman of the Conservation Board
the name and address of its renresentative on the
Operating Committee and shall further designate an
alternate renresentative, or alternate reoresentatives
on the Operatines Committee who, in the absence of the
desimated representative, shall have the rirhts and
sowers of such representative, In the event any Work-
ing Interest Owner fails to desivnate a renresentative
on the Onerating Committee as aforesaid the Chailrman
of the Conseprvation Board shall desirmate the Working
Interest Nwner himself as such representative or in
the case of a Workins Interest Nwner that is not a
natural person shall designate any member or officer

of such Working Interest Owner as such representative,

The Chairman of the Conservation Board shall, at least
five (5) davs prior to the Effective Date, select the

representative of a Working Interest Owner to act as
- 16 -



Change of
Representative

Voting Interest

(»)

(c)

5.04

5,05

chairman pre tem of the organization meeting of the
Operating Committee and shall forthwith forward the
name and address of each Workins Interest Ouner's re-
presentative, or alternate renresentative, or alter-
nate representatives, to the nerson so selected,

The chairman pro tem cof the Operating Committee shall
call and hold an orranization meetine of the Operating
Committee prior to the Effective Date.

The Operatins Committee, at such orranization meeting
shall appeint the Unit Operator, and the chairman oro
tem of such crpanizaticon meeting shall nromptlv notify
the Chairman of the Conservation Board of such anpoint-
ment and thereafter the representative of Unit Onerator
shall act as Chairman of each meeting of the Onerating
Committee without in anv manner restricting or limitine
his prights to renresent Unit Operator as a Working
Interest Owner,

Each Working Interest Owner mav change its desirmated
renresentative, or desisnated alternate renresentative
or alternate representatives, by notice in writing to
the Chairman of the Operatine Committee and the Chair-
man of the Conservation Board. Ncthing herein shall
preclude two (2) or more Working Interest Nuners from
desipnating one (1) member on the Onerating Committee
to represent them and to vote and act for them thereon
and such member shall, if so required by his nrincinals
cast his vote for each nrincipal separatelw.

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

Voting by
Telegram, etc.

Polls

5.06

5.07

5.08

shall have a votinr interest equal to the Participating
Interest based on Final Tract Participation of the
Uorkine Interest Owner renresented,

The Omeratine Committee shall meet on the call of

Unit Operator, cr at the request of a representative
of any Workins Interest Owner. Unit Operator shall
notify all members of the Operating Committee in
writinz at least ten (10) davs in advance of any
meetine of the time and place of the vronosed meetinc,
and of the smecific matters affecting unit omerations
which will be presented, discussed and voted uncn at
such meeting, and no other matters shall be voted
unch at such meetins unless each Workine Interest
Owner is represented thereat and asrees thet such
further matters may be voted upon,

Anvy member of the Operatine Committee not reoresented
at anv narticular meeting may vote, by letter or
telegram addressed to and received by the Unit Onerator
prior to the hour fixed for the meeting, on any
question presented thereat of which it has been
notified, Members so voting shall be considered
present as rerards such matters on which they so
vote, but not for cther nurposes.

Anv question within the province of the Operatine
Committee te decide may be determined in the absence
of a formal meetine by a noll of all of the individ-
ual renresentatives, If such poll is taken it shall
be conducted by the Unit Operator, either by letter
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Minutes of
Proceedings

Voting

5.09

cr telesram, and he shall keen a written record

of the results and report the results thereof to

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

be the same as otherwise herein nrovided for. Such
vote shall be made within not less than fifteen (15)
days of the riving of such notice; PROVIDED, THAT,
any failure tc vote within the stinulated time, shall
be considered as an affirmetive vote.

Unit Operatcr shall keep minutes of the proceedings
of each meetine of the Onerating Committee and a copy
thereof shall be forwarded to each member therecf.
Such minutes need not be a verbatim record of all the
nroceedings, but shall show the names of the represen-
tatives present at the meeting, all motions and
resolutions offered or acted unon, tosether with the
results of such action and such other formal action
as may be taken bv the Operating Committee, and shall
inelude a record of all matters voted on by letter or

telegram ballot since the date of the last meeting.

PART VI

POVERS AND DUTIES OF

THE OPERATING COMMITTEE

6.01 The Workins Interest Owners acting through the Oper-

atinr Committee and Unit Operator shall carrv out the
purposes of this Plan and gshall determine and decide
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Quorum

Rights Granted
the Operating
Committee

5,02

6,03

(a)

(b}

all matters bv concurring vote of members of the
Oneratins Committee representines at least two (2)
Working Interest Mwners cwning at least seventv-five
(75%) percent of the Particivating Interests based
on Final Tract Particination and such vote shall be
bindins on all Working Interest Owners; PROVIDED,
OOWEVER, that anv abstention or other failure to
vote sh=ll be considered as an affirmative vcte,

At anv meetins of the Operating Committee a quorum
shall censist of the representatives nersonallv nre-
sent of not less than two (2) of the Working
Interest Owners having, in the ascrerate, seventv-
five (75%) nercent or mcre of the total Partici-
nating Interest based cn Final Tract Tarticination.
A1l pichts, nowers, privileres and duties here-
under nct specificallv delerated to Unit Onerater
or reserved to the individual Werkine Interest
Owners apre herebv cranted cecllectively to the
Operating Committee, Witheut limitine the een-
eralitv of the foresoing, the following richts

and powers arée cranted tc the Operatine

Committee:

Te instruct Unit Mmerator concerning all unit crner-
ations for the rroduction of Unitized Substances;
Te arnrove or disamnrove the drilling of additional
wells to the Unitized Strata either feor the produc-
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(c)

(d)

(e)

(£)

tion of water, Unitized Substances or for injection
nurtcuess

Subject to the rights of Unit Operator pursuant to
Section 7,04 hereof, to anprove or disannrove in
whole or in rart each and everv estimate and item of
expenditures subiitted by Unit Onerater, except those
that were included in a previous amnroved budset;

To ampoint an Audit Committee to renresent all Work-
ins Interest wners teo arrange proreéer annual audits
of the accounts of Unit "merator with resmect to the
operation- and develonment of the Unit Area, anprove
or disannrove the same and make available to the
Horkine Interest Owners the results of such audity

To fill any vacancv occurrine in the position of Unit
Onerator; PROVIDED, THAT, no Unit Operator shall vote
to succeed itself in the position of Unit Nperator:
To represent, or determine who shall renrresent, the
Workins Interest Ouners before anv povermmental body
havine jurisdiction with respect to matters pertain-
ine to unit operations; PROVIDED, HOWEVER, that this
shall never be construed as authcorization to sneak
on behalf of anv Yorking Interest Nwner dissenting
from the views to be exnressed or to prevent any
Workine Interest Owner from nresenting its own view
on such matters;

To appoint and srant powzrs to such committees as
they mav deem proner and reauisite;
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Powers and
Duties

(h)

(i}

(3

To anmrove an annual budret as in Section 8.04
hereof nrovided;

Tc. annprove the method of disncsal of surplus Major
Material;

To amend Part XXVI hereof from time to time wnether
in wvhole or in nart; PROVIDED, THAT, nc amendment
increasing the charres te be made bv Unit Onerator
under Section 26.07 (k) hereof shall become effec-
tive until the aprroval of the Conservation Board to

such increase in char~2s has been obtained,

PART VII

POWERS AND DUTIES OF UNIT NOPERATOR AND

CHANCE 0OF UNIT OPERATOR

7.01 Unit Operator shall, subiect to the nrovisions here-

(a)

of and orders siven or imnosed bv the Omerating Com-
mittee as herein provided;

Have exclusive charse, manacement and control of
the develonment, oneration and production of the
Unitized Strata, and shall have the rirht and duty
to conduct all operations in connection therewith
including, but not limited to the following: the
drillineg, onerating, maintaininez, repairing, sus-
pension and abandonment of all Unit Operated Wells
vhether for nroduction, injection or water supplv,
including wells drilled after the date hereof and
wells taken over under the provisions hereof; and
the installation, censtruction and oneration cof
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Hiring of
Emnloyees

(b)

{c)

(d}

(e}

Unit Facilities of whatscever character nacessary

or convenient for the conduct of operations hereunder;
Conduct operations in a rocd and workmanlike manner
and in the absence of specific instructicns from the
Oneratine Committee shall have the right and dutv te
act in accordance with what a »nrudent orerater wculd
do under the same or similar circumstances;

Keep true and correct books, accounts and records cf
its operations hercunder, and shall furnish to each
“lorking Interest Owner, on or before the fifteenth
(15th) day of each month, a statement of the amount
of nroduction from the Unitized Strata, sales and
inventory durine the nreceding calendar monthy

Keep the lands and leases used in connection with
unit oneraticns free from liens and encumbrances
occasicned by its nmerations, excentine the lien of
Unit Operator eranted hereunder and excenting liens
in connection with which there is z bona fide disnute.
Freelv consult with the Operatine Committee and keep
it advised of all matters arisins in connection with
unit operations, which Unit Onerator, in the exer-
cise of its best judement, considers important. Unit
Operator shall furnish to the members of the Onerat-
ing Committee such reports in connection with unit
cnerations ag the Operatine Committee mav direct.
Unit Onerater shall fix the nurber of, hire and
dismiss and mav and zurervise all emnlevees required
for the operations her.under and shall determine the
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hours of labour and compensation to be paid to such
emmlovees, Such emnloyees shall be the employees
solelv of Unit Operator.
Letting of 7.03 Unit Omerater shall let all contracts for the dril-
Contracts
ling, reworking, deepeninm, plucreing back of, or
other operations in connection with anv Unit Operated
Well on a comnetitive basis at the usual rates and
terms prevailing in the area; PROVIDED, HOWEVLR,
that Unit Onerator shall have the right to use its
own equinment in caryving out such drilling, re-
working, deepening, plugzins back of, or other

operations in connection with any Unit Operated Vell.

Unit 7.04 In addition to anvy expenditures which Unit Operator
Operator's

Authority for is specificallv authorized to make, Unit Operator is
Expenditures

authorized to make an exrenditure not in excess of
Five Thousand ($5,000,00) Dellars in respect of any
single undertakine without the approval of the
Operatins Committee. Unit Operator mav, without
approval of the Omerating Committee, take rcuch
action and make such exnenditures for the Common
Account as it may deem necessarv in order to nrotect
life of prcpertv, Within ten (10} days after takine
any such action or making such expenditures, Unit
Operator shall advise the Operatins Committee of

such acticn and expenditures,

Unit Operator 7.05 Unit Operator shall centinue to have all the rieshts,
to Have Rights
of Working duties and liabjlities of a Werking Interasgt Owner

Interest Owner
in addition to its rights, duties and liabilities

as Unit Operator as long as it continues to own 2
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Change of
Operator

Release from
Duties

Surrender of
Operating
Rights

7.06

(a)

(b)

{c)

7,07

7.08

workine interest in the Unit Area.

Unit Operator:

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

May be removed as Unit Cperator bv an affirmative
vote of members of the Orerating Committee repre-
sentins Yorkins Interest Owners, other than Unit
Operator, who own at least eishtv-five (85%) percent
of the remainings Participating Interests;

May resign at anv time upon one hundred and eightv
(180) days' written notice tc the Operatins Committee
and to the Board.

In the event of a remcval or resirnation of Unit
Onerator pursuant to pararrachs (b) or (¢) of
Section 7,06, Unit “merator shall be released from
its duties and oblirations hereunder at the hour

of seven o'clock in the forencon, Central Standard
Time on the first day of the calendar month
followine the exniration of one hundred and eichtvy
(180) davs from the date of delivervy of notice of
such remcval cr resignation, or such earlier date

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

At the effective time of the release from its

duties of anv Unit Operator, or unon the selection
of 2 successor Unit Operator, the nreceding Unit
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Selection of
Successor Unit
Onerator

Audit

7.09

7.10

Operator shall surrender nossession of, and deliver
to, the successor Unit Omerator the exclusive charge,
manarement and contrel of the development, oneration
and nroducticen of the Unitized Strata and all Unit
Operated Wells, Unit Facilities, common funds in the
possession of Unit Onerator and all oroducticen, if
anv, which has not theretofore been delivered in
kind, or sold, conies of all rertinent beoks of
account and records of the unit operations and all
decuments, agreements and other papers relating
thereto, Unon the transfer and deliverv therecft,

the nreceding Unit perator shall be released and
discharged from and the successcr Unit Onerator
shall assume all duties and oblications of Unit
Operator nereunder axcent the unsatisfied duties

and obligations of the wnreceding Unit Overator
accrued nrior to the effective time of the change

of Unit Nnerator and for which the preceding Unit
Onerator shall, notwithstanding its release or
discharge, continue to remain liable,

Forthwith upon the removal or resirnation of Unit
Onerateor, or at anv time when there is no Unit Onera-
tor, the Oneratine Committee shall select a succes-
sor Unit Oneratcr to take coffice contemncranecusly
with the effective time of the release from its
duties of Unit Onerator.

The Onerating Committee shall cause an audit of

the accounts of the preceding Unit Onerator with res-
nect to the operation and develomment of the Unit
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Commen Account

Charges to
Common Account

Area to be made forthwith to the effective time of

the appointment of a successor Unit Operator.

PART VIII

EXPENDITURES AND LIABILITIES

8,01

8,02

Unit Operator shall set up a Common Acceunt on behalf
of the YWorking Interest Owners for all costs and ex-
penses incurred bv it and all monies received bv it in
connection with the develomnment and operation of the
Unit and all of the said costs and exnenses shall be
charged, and all of the 3aid monies shall be credited
to the Working Interest Owners in accordance with the
nrovisions hereof,
Subject to the other nrovisions hereof, all costs,
exnenses and liabilities, whether contractual or
tortious, incurred by Unit Nperator on account of the
onerations hereunder shall be for the Common Account
and shall be borne by the Working Interest Owners in
pronortion to their resoective Participating Interests
based on Interim Tract Participations or Final Tract
Participations, whichever are in effect at the time
such costs, expenses and liabilities are paid, excent
that in the case of capital exnenditures such exnen-
ditures shall be borne bv the Vorking Interest Owners
in proportion to their respective Participating
Interests based on Final Tract Participations.
Al
For the purnoses of this Plan all expenditures

@
wgm] chall be determined

bv the Operating Committee,
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Unit Onerator
to Make Initial
Payment

Annual Budpet,
etc.,

8,03

5,04

Unit Operator shall initiallv nay and discharge all
costs and expenses incurred in the onerations hereun-
der. Unit Operator shall bill each Workinc Interest
Owner for its share of all cests and expenses and
each Vorking Interest Owner shall reimburse Unit Oper-
ator for its share of such costs and expenses in
accordance with the provisions of Part XXVI herecf.
Each Vorking Interest Owner shall pay all such bills
within thirty (30) days after receipt thereof, and
should anv Workineg Interest Owner fail to pav its
rroportionate share of such costs and expenses within
the said thirtv (30) dav' period, the same shall, at
Unit Ornerator's discretion bear interest at the rate
of six (6%) mercent ner annum from the end of the said
pericd until naid, which interest shall be for Unit
Onerator's scle account, and Unit Orerator shall have
the right at its ontion at any time thereafter, such
default continuin~w, to enforce the lien hereinafter
nrovided for unon the respective interests of such
Working Interest Owner.

Ag soon as practicable after the Effective Date here-
of, Unit Omerator shall nrepare a budget of estimated
costs and expenses for the neriod from the Effective
Date to the 3lst dav of December A,D. 1966 and on or
before the first davy of each November after the
Effective Date shall prepare a budeet of estimated

costs and expenses for the ensuine calendar vear,
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fdvances to
Unit Operater
- Capital Fund

8,05

Such budget shall set forth the estimated costs and
exnenses bv auarterlv nericds. Budpets so prepared
shall be subiect tc adjustment and correction by the
Werking Interest Owners from time to time whenever it
shall appear that an adjustment or correction is pro-
per; PROVIDED, HOWEVER, that if Unit Operator's to-
tal exnenditures for the vear are within ten (10%)
percent of those costs and expenses anproved in anv
budget, such expenditures shall be considered as hav-
inz been apnroved, & copv of each such budret and
adjusted budret shall be promntly furnished each
Workine Interest Nwner,

Approval of the budset bv the Workins Interest Owners
shall constitute authcrization to the Unit Onerator
to make the expenditures therein detailed,

Unit Operator, in lieu of advancing monies for the
canital expenditures of unit operations mav, at its
election, require the Working Interest Nwners to ad-
vance their resnective nronortionate share of such
capital exnenditures bv submittine to each Workine
Interest Owner on or before the last dav of each cal-
endar month an estimate of such capital exvenditures
for the succeeding calendar month based on an anprovec
budget of estimated costs and exnenses or authority
for exnenditure together with a reaquest for navment o’
such provortionate share, Within fifteen (15) days
from the receint of such reguest each Workinr Interest
Owner shall nay its sronortionate share to Unit Onera-
tor. If anv Workine Interest Nwner defaults in res-

pect to such reguest for pavment, the same shall, at
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Unit Operator's discretion, bear interest at the rate
of six (8%) percent ner amnum from the end of the said
fifteen (15) dav' period until naid, which interest
shall be for the Unit Operator's sole account, The
accounts between the Working Interest Owners shall be
adjusted to actual costs by Unit Operator in the month

statement feollowing the month covered by the estimate,

Advances to 8,06 Unit Operator, in lieu of advancing monies for the
Unit Operator
- Operating Fund costs and exnenses incurred in the maintenance and

operation of the Unit Area mav, at its election, re-
quire the Working Interest Nwners to advance their
resnective nroportionate share of guch costs and ex-
penses by submittinz to each Working Interest Owner
on or before the last day of any calendar month a
request for an operating fund equal to cne-twelfth
{1/12th) of the exnenses as aprroved in the annual
budret of estimated exnenditures for the unit opera-
tion, Within thirtvy (30) davs from the receint of
such renuest, each Working Interest Owner shall nay
its provortionate share tc Unit Onerator. If anv
Working Interest Owner defaults in resnect of such
request for an oneratins fund, the same shall, at
Unit Omerator's discretion, bear interest at the rate
of six (6%) nercent rer annum from the end of the
said thirtv (30) dav' neriod until paid, which inter-
est shall be for the Unit Operator's sole account,
After the estazblishment of this oneratins fund, which
will be separate from that required in Sectiom 8,05
hereof, and which shall at no time exceed one (1)

month's estimated expenditures, each Vorking Interest
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Unit Oper-
ator's Lien

Owner shall remit to the Unit Cperator its nroncortion-
ate share of each month's actual billing within thirty
(30) days of receipt, thus maintaining the omeratine
fund intact. The adequacy of the fund in relation to
current expenses will be reviewed annuallv or more of-
ten upon request by a Working Interest Nwner and ad-
justments made as reauired.

Unit Onerator shall, subject to sub-section{4) (k} (i)
(A) and (B) of Section 73 of "The Minas Aet", have a
lien upon the interest of each Working Interest Owner
in any unsold Unitized Substances, unon the proceeds
of the sale of any Unitized Substances, and unon the
interest of each Workins Interest Owner in the Unit
Facilities and upon the title of each Working Interest
Owner to and in the Unit Area and the Unitized Strata.
Such lien shall have priority over any lien by any
Working Interest Owner,

In the event of the failure of anv Working Inter-
est Owner to pav its share of the costs and expenses
incurred hereunder when due, as provided herein, Unit
Operator shall be entitled at any time, and from time
to time, to collect and receive the proceeds of the
sale of all or any nart of such Working Interest Own-
er's share of the Unitized Substances, including the
nroceeds from nreviouslv executed sale contracts made
by or for such defaultins Working Interest Owner.

Unit Operator shall apnlv all such sums so collected
asainst the defaultine Working Interest Owner's unpaid
bills, the excess of such proceeds over the unnaid

bills, if anv, to be paid to the Workinr~ Tnterest
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Owner entitled thereto and all sums s¢0 annlied shall
be considered =s received from such defaulting York-
ing Interest Dwner within the meaning of the provis-
ions contained in Section 8.08 hereof prelatine to con-
tributions bv the other Werkins Interest Cwners to
Unit Operator in the case of default in navment when
due. Unit Onerator may likewise take any other credit
due any such defaultin~ Working Interest Owner nur-
suant hereto and apnlv the same asainst amounts due
frem such Working Interest Owner. The rishts cranted
to Unit Operator in this Section shall not be construed
as exclusive remedies but shall be in addition to 211
richts, nrivileges and remedies afforded Unit Operator
by other provisions herecf and bv law, Service of a
true conv of this Plan shall constitute written auth-
orizaticn on the nart of such defaulting Working In-
terest Owner for such purchaser to pay the proceeds
from such sale to Unit Operator durins such default,
but such purchaser shall nct be considered as havine
been notified of such authorization prior to the time
of such service, Books and records kept by Unit Cper-
ator with respect te¢ aperations hereunder shall con-
stitute conclusive precof of the existence or non-
existence of any such default insofar as the richt of
Unit Cnerator to collect proceeds from the sale of all
or anv part of the defaultine Workins Interest Owner's
share of the Unitized Substances is concerned, subject,
however, to all rirhts of inspection, verification and
audit nrovided herein.
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Contributicns 8,08 If Unit Operator shall not have received full reim-
to Unit Onerator

Upon Failure to buprsement for anv indebtedness that may become due and
Colleet Certain
Debts pavable by anv Working Interest Owner to Unit Orerator

after reasonable efforts by Unit Onerator to cbtain
such reimbursement, each of the Working Interest Cwn-
ers, upon the request of Unit Onmerator, shall,unless
centrary tc anv then existing law, contribute to the
reimbursement of Unit Operator the nortion of anv such
ungatisfied amount equal tc the nportion that such Fork-
inc Interest Owner's Participating Interest bears to
the total Participatine Interests of all of the Work-
ing Interest Owners exclusive of the Participatin~
Interest of the defaultin~s Vorking Interest OQuwner; and
thereunon, each Working Interest Owner so contributine
shall be pronortionatelv subrogated to Unit Operator's
rights and lien under Section 8,07 hereof.

Pre-unit 8,09 Each Workine Interest Owner shall nav a part of the

bxpense
reasonable cost, as approved by the Oneratins Commit-
tee, of unitizing the Unit Area in pronortion to its

Participatin~s Interest hereunder based on Tinal Tract

Participation,
Commingling 8,10 No funds received by Unit Operator hereunder need be
of Funds

segregated by Unit Operator or maintained bv it as a

joint fund but mav be commingled with its own funds.

PART 1IX
RESPONSIBILITY FOR PAYMENTS

Responsibility 9,01 Each Workincs Interest Owner shall nay or be resnonsi-

for Payments
ble for the navment of and shall indemnifv all other

Workine Interest Owners, includins Unit Operator,
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Lelivery «f
Mells - Salt
Uater Disposal
Wzlls

agsainst any liabilitv for anv Lease rentals, taxes
(excepting anv taxes assessed on Unit Facilities
which shall be paid by Unit Orerator and charged to
the Commecn Account), royalties, overriding rovalties,
0il payments, net nrofit contracts and all payments
cut of, or burdens cn, the Lease or Leases and Tracts
contributed bv it and received into the Unit Area,

PART X

DELIVE®RY OF WELLS AND ENUIPMENT

INVESTMENT ACCOUNT

10,01 Each Vorkins Interest Owner shall, as of the Effective

Date, contribute to the Workin-~ Interest Owners, act-
ine throurh Unit Operator, the exclusive use for all
nwrposes of all of its Salt Yater Disnosal Wells shown
listed in Part XXI hereof which, in the opinion of the
Operatins Committee, are in bona fide use as cf the
Effective Date and all wells, bnth active and inactive
that it has in the Unit irea, together with all Iufor-
mation, or true conies thereof, that it has obtainel
in connectien with the drilling, testing, compnleting
and omerating of said contributed wells, such as
drillins loas, electrical logs, records cof corine,
testine and srecial work of everv nature, laboratoov
analyses, records of the amount of producticn obtained
and all other information pertinent to the said wells
and Leases of the Working Interest Owners. Each York-
iny Interest Owner shall also contribute to the Werk-
ing Interest Owners, actin~s through Unit Onerator,
without commensation, the non-exclusive use of roads,
dikes, ditches, fire walls, pits, and fences it holds
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in connection with its onerations in the Unit fArea.
Warranty 10,02 Unit Operator shall, within sixty (60) days of the
deliverv of any well, or wellsite and onerating ecquin-
ment, carry out such tests as may be noecessarv to
determine its mechancial condition as of the Effec-
tive Date and, in the event anv such well or well-
site and operatins equinment is in sound mechanic-l
condition it shall be accepted by Unit Operator and
thereunocn become a Unit Onerated Well, cr Unit
Facility. In the event that any such well or well-
site and overatins equipment is not in scund mechan-
ical conditien as determined by the Operatines Ceom-
mittee, the Workines Interest Owner who contributed
such well or wellsite and operating eaquinment shall,
within thirtv (30) davs after beineg renuested to do
se by Unit Operator as instructed by the Oreratino
Committee, install the equinment necessarv to place
such well or wellsite and oneratinc equinment in
sound mechanical conditicn or »av to Unit Oneratoer.
for the credit of the Cemmon Account, in cash, the
cost of purchasing and/or installing such eguinment.
Yithin sixty (60) davs of the deliverv of an-
roads, dikes, ditches, fire walls, nits, and fences
Unit Onerator shall determine wnich of them, if anv,
recuire additional exnenses in order to permit effic-
ient omeration or to comnlv with sovernment recula-
tions or to honour surface leases. Unit Omerator
shall prepare an estimate of exrenditure and after
anproval of the Onerating Committee, the Working
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Centreollable

Ma

a4
L

arial

18,03

Interest Owner who contributed the prorerties at
fault shall perform the work at its own cost and
exnenge, cor if such VYerking Interest Ouwner elects
not to nerform the werk it shall be done by Unit
Operator and charged to the Workine Interest Owner
at fault,

As of the Effective Date all wellsite and operatinc
equiopment and salt water disposal facilities in, on
and servinr the Unit Area used in the normal oner-
ation of the Unit Onerated Wells as required by the
Operating Committee shall be delivered to and teken
ovaer separate and anart from the unitization of the
working interests and production affected herein =nd
shall become Unit Facilities,

Wellsite and operatine equipment shall includa
by wav of examnle, "Controllable Material' as herein-
after defined, but shall not include warehouses,
warehouse stocks, lease houses, camps and office
buildings, automobiles and cther service equinment
which shall remain the separate rropertv of the
several owners thereof,

For the nurposes of this Part X "Controllable
Material" shall be all material from time to time
classified as such by the Operating Committee, but
shall exclude surface and procduction casine, casing

bowl and casing hanrer and flow lines.
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Appeintment of
Inventory
Committee

10.04 The Operatine Committee shall anpoint an Imventory

Committee for the purnose of makinm an inventory

of the Controllable Material taken over by Unit
Operator., Each Workine Interest Owner, unonr request
bv the Inventcory Committee, shall submit to the
Inventory Committee, promptly a commlete inventory in
writing of all said Working Interest Owner's
Controllable ™aterial so delivered to Unit Onarator
and a description of the condition of each item at
the time of such delivery. In the event a Workinr
Interest Owner has failed to supplv such inventeory

as aforeszid, the Inventory Committee shall proceed
to inventeorv such Working Interest Owner's Con-
trollable Material and shall sunnly such Workin<s
Interest Owner vith a copv thereof which shall be
binding unon such Working Interest Owner unless it
protests or questions such inventory within fifteen
{15) davs of the receipt thereof. Said Inventorv
Committee shall take proemptly an inventory of all
said Controllable Material and check the same against
the aforesaid inventories furnished by the Working
Interest Owners, Such inventeries shall then be
nriced at current new price, as defined in Part XXVI,
by the Inventory Committee and submitted to the
Operatinc Committee, who will determine the nercent-
age of current new price which should be attributable
to such Controllable Material. Copies of these

priced inventories will then be furnished to all

Working Interest Owners for their aporoval.
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Weorking
Interest
Owner's Initial
Share in Unit
Facilities

Investment
Account

16,05

10,06

(a)

(b)

{c)

Upon approval of the nriced inventories rencrt by
the Operating Committee, each Working Interest Owne:
shall have, subject to Section 10.07 herecf, an
initial share in the Unit Facilities which is equal
to the nroportion {(expressed as a percentace) that
the value of the Controllable Material delivered by
it to Unit Operatcr is to the total value of all
Controllable Material delivered by all of the Work-
ing Interest Owners to Unit Cperator.
Unit Onerator shall set un an Investment Account
for Unit Facilities which shall be calculated at
the end of each calendar vear and shall be;
The total value of all Centrollable Material del-
ivered by all of the Working Interest Owners to mit
Operator pursuant to this Papt X3 plus
The total value of all Controllable aterial sub-
sequentlv zcquired for the Unit, the cost of which
shall be borme by the Working Interest Nuners in
accordance with their respective Particinatine
Interests; less
The tctal value of all Controllable Material sub-
sequently sold, junked or otherwise disnosed of.
For the purposes of calculating the Investment
Account, Controllable Mzterial which has been sn1d,
junked or otherwise disnosed of shall be given the
same value as it was civen when it was orirfinally
delivered to or acquired by Unit Onerator. At the

end of any calendar year the Investment Account
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shall be the net of paracraphs (a) nlus (b) less (o)

of this Section 10,06,

Working 10,07 Each Working Interest Owner shall have a net credit
interest

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

Account of all Controllable Material delivered bv it to Unit

Operator, plus its share of the value of all Control-
lable Material subsequently acquired for the Unit,
less its share of the value of Centrollable Material
sold, junked or otherwise disposed of from the Unit.
The relationship, expressed as a nercentage, between
each Working Interest Owner's net credit and the sum
of the net credits of all “orking Interest Ovmers
shall be its nercentare share of the Inve tment
Account. Such percentase shall be carried to five
decimal nlaces and rounded to the nearest four dec: .
mal nlaces and shall be calculated at the end of esch

calendar vear,

Proceeds from 10,08 Notwithstanding the provisions of Part VITI hereof
Disposal of
Unit Facilities the nroceeds frem disposal of Unit Facilitics

whether Controllable “aterial or othervise un to

the end of the first calendar vear shall be creditsd
to each Werking Interest Owner in accordance with
its resnective initial nercentace share established
under Section 10.05 and, thereafter, such nroceeds
shall be credited to each of them in accordance -ith
their resnective nercentape share calculated in
accordance with Section 12,07,
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List of Ease-
ments, etc,

Unit Orerator
to Advise Surface
Lirats Required

Surrender of
Surface Rirhts

i1.0,1

11,02

11.403

PART XI

SURFACE RIGHTS

As soon as reasonably nossible after the Effective
Date, each Working Interest Owner shall submit to
Unit Omerator a list cf all easements,rirhts-of-
wav, surface leases, rights-of-entrv and other
surface rights which it holds and which are re-
quired in comnection with unit operations tccether
with marticulars thereof, including rentals payable,
if any.

Unit Operator shall, as scon as reasonablv possible
after the receirt of the afcresaid lists, advise
each Working Interest Owner in writing which, if eny,
of its said surface rights will be required for

the operaticns hereunder, Each Werking Interest
Owner shall, unon request in writing by the Unit
Operateor, assirn such rights to Unit Onerator.

Ainy such assirnment shall, unless contrary to any
then existing law, contain a provision nermitting
the assimmor of the same the use thereof for exnlor-
ation and nroduction operations for strata other
than the Unitized Strata withcut interfering with
unit onerations,

Unit Omerator mav alsc from time to time surrender
said surface rights, or any of them, that are no
longer required for the operations hereunder,
provided that Unit Operatcr shall have cleaned up
the surface to the satisfaction of anv sovernmental
body having jurisdiction with respect theretc and;
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Surface
Charges to
Common Account

Fee Simmle

Unit Operator
May Acquire
Additional
Surface Riphts

11.04

11,05

11,06

PROVIDED, FURTHER, that Unit Operator shall sive

the Werking Interest Owner who assigned the same
sixtv (60) days' notice of surrendering such surface
rirshts and such Workine Interest Owner may elect

to receive from Unit Operator an assignment of

such surface rights. Any surface rirhts not re-
quirad for the onerations hereunder mav be held or
disposed of by the Workinrs Interest Owner heoldin~
the same in such manner as it mav deem fit,

After the Effective Date herecf all costs of surfiace
rizhts required for the operations hereunder and all
liabilities accruins 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 Vorkins Intérest Owner has made apransements
with the cwner of anvy such surface richts for the
use of them without cost to such Working Interest
Ouner, Unit Onerator may use the same, nrovided

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

Unit Operatcr shall also have the right to acnuire
such additional surface richts as are necessarv

for the onerations hereunder, and the exnense
therecf, including rentals, shall be charged to

the Common Account.
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Liability for

Leoss

of Title

12,01

Unit Operator may alsc, with approval cof the
Operating Committes, enter intc an agreement with
any Werking Interest Owner for the riszht to share
in the use of such Working Interest Owner's surface
richts on a basis to be mutuallv arreed unon between
them, and the cost thereof as so agreed shall be
charged to the Common Acccunt., Unit Operator may
also, with the anproval of the Omerating Committee
enter into agreements with any of the Horkins Inter-
est Owners or other nersons fer the non-exclusive
use and partizl maintenance of any roadwavs, access
road, or similar surface ri~ht and the cost or
proceeds thereof shall be charged or credited to the

Common Account,

PART XII

INDEMNITY
In the event anv Working Interest (wner does not
have the risht to develon and opnerate anv Tract in
which such YWorking Interest Owner claims to have a
working interest insofar as such Tract comprises the
Unitized Substances, anv loss resulting therefrom
shall be borne by the contributine Werking Interest
Owner and to that end, such Woerking Interest Owner
shall indemnifv and held harmless Unit Onerator and
all other Working Interest Owners from anv and all
liability, loss, cost or damage sustained bv them
and resultins from the failure to have such risht;
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Maintenance
of Leases

12.02

PROVIDED, HOWEVER, that to the extent that such
liability, loss, cost or damare is based unon the
value of the Unitized Substances wroduced from such
Tract, such indemnity shall be limited te an amount
eaual to the value of that nortion of Unitized Sub-
stances allocated hereunder to such Tract.

Each Workinc Interest Owner shall de all necessary
acts and thiners and maks all navments required in
order to maintain the Lease or lLeases covering the
Tracts contributed hereto bv it in full ferce and
effect during the term hereof, exceptinr conly oblir-
ations arisineg out of or accruing with respect o
the Unitized Strata and not required to be nerformed
by such Working Interest Owner; PROVIDED, HOVEVER,
in the event anv Workine Interest Owner shall fail
or refuse to do anv act or thin~ or make any pay-
ment reguired as aforesaid, Unit Operator, with the
anproval of the Operatine Committee, on behalf of
and for the Cemmeon Account, shall have the rirht to
nerform such act or make anv such pavment so resuired
as aforesaid, and thereupon anv monies expended by
Unit Operator in connection therewith shall be char-
ced to the account of such Working Interest Owner,
and Unit "perator shall have the same rights and
privileses with resnect to enforcine the pavment of
such amounts owed bv such Working Interest Owner

as are given to Unit Operator with respect to anv
other amount owed by a Working Interest Owner to

Unit Operator hereunder.
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Liability for 12,03 Each Workins Interest Qwner shall be liable to
Lozs of Title

to Wellsite and each other Working Interest Owner, including Unit
Operating
Eouipment Operator for anv and all liability, loss, cest or

damare sustained by them and resulting from anv
claim or anv cause of action arisine in consequence
of anv failure cr deficiency in such Working Inter-
est Owner's title to anv wellsite and onerating
equinment, or other facility taken over by Unit
Operator, or in consequence of any action of such

Working Interest Owner with respect thereto,

PART XITI

APPROVAL OF TITLES

Titles 13,01 There shall be & Titles Committee appcinted bv the

Committee
Operatine Committee which shall examine the titles
to all Tracts in the Unit Area. Each Werkine Int-
erest Owner in the Unit ‘rea shall, unon request,
submit to the Titles Committee a current historical
search of title, together with original or true
cories cf all Leases, assicnments and other con-
tracts and all other title data and information
(includins title opinions) as mav be requested b
the Titles Committee affecting the title to its
Tracts within the Unit -“yea. The Titles Committee
shall in writine, and within a reascnable time,
reccmmend to the Omerating Committee the approval
or disanproval of title deocuments submitted to them
pursuant to this Section, Upcn the accentance of
the recommendation of the Titles Committee bv the

Operating Committee, the title documents accepted
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Disputes znd
licn-approved
Titles

i4,01

(a)

(b)

shall be deemed to have been apnroved by the Operat-
ing Committee; PROVIDED, THAT, no amnroval of title
documents bv the Operatins Committee shall be con-
strued as a warranty or certification of title in and
to anv portion of the Unit Area or the Unitized Sub-
stances,

P RT XIV

DISPUTES

If there is now or should hereafter be anv dispute in-

volving the working interest in a Tract then the

Working Interest Owner concerned shall immediatelw

give written notice thereof to Unit Onerator and unon

the receint of such written nctice or in the event

that the Operatins Committee does not anprove the

title decuments to any Tract as in Sectien 13.01

provided, Unit Nperator shall:

s2ll the Unitized Substances allocated to the Tract

in respect of which the title documents have not

been approved bv the Operating Committee, or in

resnect of which the dispute arises;

pay out of the proceeds of the sale

i)  the portion of the ceosts and exnenses allocated
or apporticnad to the Tract, and

ii) the amount of monev properly pavable to the
Royalty Owner of the Tract nursuant te the pro-
visions of this Secticn and the Lease pneprtaining
to the Tract {(unless anv such dispute involves
the ownershin of the rovalty interest in the
Tract) and such nayment shall be deemed conclu-

sivelv to be a nayment bv the nerson who is
- 45 -



TFilins

Plan Binding
onl Successors

Assignments,
etc. Subject to
Terms of Plan

{c)

15,01

16,01

16,02

subseauently declared to be the cwner of the

working interest in such Tract on a final deter-

mination of the dignute:
nay the balance of the proceeds te a trust cemmany
to be held by it until <ettlement has been reached
by the persons interested therein or until a judre of
Her Majesty's Couprt cf Queen's Bench for Manitoka has
made an order «ith resnect thereto.
In the event that any such dispute results in a
change of ownershin in a working interest in a Tract
such change shall not retrcactively affect anv vote
taken pursuant te the terms of Part VI hereof.

PART XV

PILING

Unit Orerator shall file this Plan with the Depart-
ment of Mines and Hatural Resources for the Provincs:
of Manitoba and with the ansnropriate Land Titles
Office for the Province of Manitoba in accordance
with the nrovisions of "The Mines Act".

PART XVI

TRANSFER OF INTERLST

This Plan shall he binding unon every owner of any
lands, Leases and interests in minerals covered here-
bv who acquires the same rerardless of the manner in
which the same shall have been acouired,

iny dispesition of anv interest owned by anv Working
Interest Owner in anv land or part thereof in the
Unit Area shall be made exnresslv subject to all the
terms and nrovisiocns hereof. Such dismosition of anv

interest whether exnressly so nrovided or not, shall
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When Chanee
of Ouwnership
Binding

Disposition

Must Include
Related Interest
in Unit Facilities
or Unit Area

16,03

16,04

operate to imnose unon the person or perscns acauir-
inz such interest its or their nroporticnate nmart of
all costs and exnenses and cther obligations, if anv,
chargeable hereunder tn the interest affected by such
disposition, and shall likewise onerate to give and
rrant to the persoh or nerssns acquiring such interest
its or their nroportionate nmart of all Unitized Sub-
stances and other benefits which mav accrue theretc
under the nreovisicns herecf,

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

change by the perscn claiming the benefit thereof,

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

the first day of the month followins the month in
which the nerson acquiring such interest delivers to
Unit Onerator the oririnal or certified conies of all
instruments, decuments and other information necess-
Aary in Unit 7-erator's opinion te establish a com-
nplete chain of title, No other kind of notice,
whether actual or constructive, shall be binding on
Unit Operstor or the other Workins Interest Owners.
lHotwithstanding the forercing, no interest in the
Unit shall be disposed of unless such transaction
shall include a like disposition of a related interest
in the Unit Facilities and likewvise, no disposition of

any interest in the Unit Facilities shall be effective
- 47 -



Agsicnment
not to Relieve
from Oblirations

Unit Operator
not to Assien
Yichts

Ne Surrender
of Leasge
iWfithout Consent

What Term
"digposition"
Includes

16,05

16,06

16,07

16,08

unless such transaction shall include a like disnos-
ition of a related workins interest in the Unit Aren,
it beins the intention hereunder that no workine in-
terest in the Unit Area shall e owned anart from a re-
lated interest in the Unit Facilities, and vice verses.

No Working Interest Owner shall dispose of an
interest in the Unit Area unless such disposition
shall cover its entire interest in a Tract which is
subject thereto, or covers an undivided interest in
its entire interest in each such Tract,.

Any attempted disvesition by any means in viola-
tion of the provisions of this Section shall be a nul-
lity insofar as the other Working Interest Owners zre
concerned,

No disposition shall operate to relieve anv Working
Interest Owner of any obligation hereunder which
accrued or wasincurred prior to the effective date
of such disposition,

Unit Operator shall neot assign its right tc conduct
cperaticns hereunder,

No HWorking Interest Nwner shall surrender its
interest in any Lease covering any portion of the
Unitized Strata without the written consent cof the
Operating Committee, and the apnroval of the
Censervation Board.

The term "disposition" as used in this Part shall
include, but not be limited to, the followins;
transfer, assirnment,conveyance, and sale,

The term "disposition" az used in this Part shall
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Access to
Unit Area

net anplvy to a disposal by wav of mortgapge, pledre
or nypothecatien; PROVIDED, THAT, the mortcraree or
pledpee shall hold its security subiect to all the
terms of this Plan and uncon any realization or
foreclosure of the sscurity, the nurchaser,
mortgages or nledsee, as the case mav be, shall
become bound bv all the terms of this Plan.

PART XVII

INDIVIDUAL RIGHTS AND PRIVILEGES

OF THE WORKIHNG INTEREST OWNERS

17,01 Each Workino Interest Owner shall be entitled, at

its own sole risk =and expense, to have access to
the Unit Area at all reasonable times upcn notice
to Unit Nperator for the purpcse of inspecting and
observine unit onerations, to havas access at all
reascnable times unon notice to Unit Operator to
any and all information nertaining to the Unit
Orerated Wells, the records of production and the
records of all other unit onerations, to be present
during the drilling, testing and completion of all
Unit Onerated Wells and to make conies of well loss,
drilling nrosress and casing revorts, and reports
of preduction and storare, The presence of a “ork-
ing Interest Owner or its representative on the
Unit Area or on the nremises and their activities
in ccnnection therewith shall be at the sole risk

and expense of such Working Interest Cwner,
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TFlan Affects
Only Unitized
Strata

Abandonment
of Welis

17,02 This Plan affects onlv the Unitized Strata. Each

17,03

Working Interest Owner may, to the extent it mav
othervise be entitled, conduct, at its own cost,
risk and expense, operations on its Tracts for the
discoverv and/or nroduction of other than Unitized
Substances; PROVIDED, HOWEVER, that such operations
shall be conducted in such a manner as to interfere
as little as nossible with the operations hereunder,
Such Working Interest Owner shall take all reason-
able precautions customary in the industrv and as
may be required bv the Conservation Board and bv
Unit Nperator to nrotect from waste, pollution,
drainage and damage the Unitized Substances and the
Unitized Strata,

If Unit Operator, with the approval of the Oper-
atins Committee, should decide noEERagERPy to
abandon anv Unit Operated Well onrior to the termin-
ation hereof, Unit Operator shall cive to the
Working Interest Owner of the Tract on which such
well is located yritten notice of such decision,
stating whether or not a drilling rig is in nlace
at such well, and said Working Interest Owner

shall have the right and ontion for a pericd of
ferty-eight (48) hours if a drilling rig is in
place, or a period of sixty (60) days if no
drilline rig is in nlace, after receipt of such
notice to notify Unit Operator of its election to
take over said well, and deenen or plug back said
well to other than the Unitized Strata. WYWithin
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(a)

(»

(c)

ten (10) days after said Working Interest Ouner

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

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

te produce such well, if the same is produced,

from other than the Unitized Strata while this

Plan is in forcey

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

It is understood, however, that such Tract
shall continue to have allocated to it a nercentage
share of the Unitized Substances nroduéed and
saved from the Unit Area in accordance with its
Tract Participation despite the cessation of the
production therefrom and the abandonment of anv
Unit Onerated Well or all wells therecn., In the
event that the Working Interest O mer of such

Tract dces not 2lect tc take over such well, Unit
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Horkmen's
Compensation

Insurance

18,01

18.02

Operator shall procead oroperlv to plug and
abandon the same 1in accordance with the applicable
laws, rules, regulations and orders, and shall
salvare such casing and other equipment therefrom
as is reasonablv practicable, for the Investment
Account,

Unon the abandonment of any well hereunder,
the Working Interest Owner, or Unit "perator, as
the case mav be, abandoning same shall clean up
the surface at the wellsite to the satisfaction
of any governmental body having jurisdicticn with
respect thereto, and to the reascnable satis-
faction of the owner and/or occunier thereof,

PART XVIIT
Unit Onerator shall complyv with all laws relating
to Workmen's Compensation in the Province of
Manitoba.

Unit Operator shall carry, for the Common Account,
such insurance as may be approved bv the "perating
Committee and shall notify each Working Interest
Owner in writin~ currently as to the kind and
amounts of such insurance. HNotwithstanding anv-
thing herein contained each Working Interest
Owner shall have the right tec be a self-insurer

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

Settlement
of Claims

Unit Operator's
Liability

18,03

18,04

18,05

Unit Operator shall require all contractors employed
bv it to comnly with all laws relatineg to Workmen's
Compensation in the Province of Manitoba and to
carrv such insurance as may be from time to time
aprroved by the Orerating Committee,

Unit Onerator mav settle any claim arising out of
unit operations and not discharged by insurance as
herein provided, but nc claim shall be settled by
Unit Operator in an amount in excess of Two Thousand
($2,000.00) Dollars unless Unit Operator first
obtains the approval of the Onerating Committee to
such settlement,

Unit Operator, as such, shall not be liable to the
Working Interest Owners for any loss or damage
excent for loss or damage resulting from gross
negligence or wilful misconduct of Unit Operator,

or anv of its emnloyees exercisineg supervisorv
functions, and each Working Interest Owner pro-
portionate tc its Participating Interest herein,
hereby indemnifies and holds harmless Unit Operator,
as such, against anv claim of, or liabilitv to,

any third person resulting from anv act or omissicn
of Unit Onerator in acting unon instructions from
the Operatine Cemmittee expressed or implied or
otherwise in carrving out the provisions hereofy
PROVIDED, HOWEVER, that Unit Operator shall not

be indemnified or held harmless for any loss,

damage, claim cor liability resulting from the
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No Right of
Partition

Force
Majeure

19,01

19,02

gross neglicence or wilful misconduct of Unit
Operator or anv of its emplovees exercising suner-
viscry functions, but no act or omission of Unit
Onerator shall, of itself, be deemed gross nerlicence
or wilful misconduct if such zet or omission is done
or omitted at the instructions of, or with the con-
currence of, the Operating Committee.

PART XIX

GENERAL

No Working Interest Owmer or Rovalty Owner shall
claim the benefit of anv laws or statutes cof the
Province of Manitoba relating to partiticning of
real or nersonal nropérty and no nersen shall resort
to anv action at law or in equity to partiticn the
aforesaid Unit Facilities and lands affected by
this Plan, includinz the Unitized Strata.
All obligations hereunder shall be suspended while,
but onlv so long as, any person is prevented from
complying, therewith, in wheole or in nart, bv strikes,
lockouts or other industrial disturbances, fire,
explosion, war, civil disturbances, tempest, floods,
acts of fcd, or the Nueen's enemies, unavoidable
accidents, uncontrollable delavs in transnortation,
FTederal, Provincial or Municipal laws, rules,
repulations or orders, inability to obtain necessary
materials in open market, inadequate facilities
for the transnortation of materials or for the
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No Co-operative
Marketing

Titles
Unaffected by
Unitization

Duties
Separate not
Joint or
Collective

Individual
Obligation

19,03

19,04

13,05

19,006

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

that no person shall be required against its will
to adjust or settle any labour dispute; and ~lso
PROVIDED, FURTHER, that lack of funds shall nct be
construed as a cause bevond the reasonable control
of any person., This Plan shall not terminate while
cperations hereunder are nrevented bv reason of any
of the aforesaid causes.

Nothing herein shall be construed as providing
directly or indirectlv for anv co-onerative or
joint sale or marketins of Unitized Substances.
Nothing herein shall be construed as a transfer

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

or Unitized Strate or in the Unitized Substances
bhefore the production thereof.

The duties and obligations hereunder shall be
separate and nct joint or collective, and nothing
contained herein shall ever be construed to create
a partnership of anv kind, or an association, or as
imnosing anv partnership duties, obligations or
liabilities.

Except as otherwise expressly provided herein,

each Working Interest Owner shall be individually
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Term of Plan

Rights on
Terminaticon
of Plan

20,01

20,02

responsible only for its own obligations as set
out herein, and shall be liable onlvy for its pro-
porticnate share of the costs and expenses and
liabilities.

PART XX

TERM OF PLAN

This Plan shall remain in full force and effect so
long as Unitized Substances are produced or are
canable of being produced from the Unitized Strata

in paying quantities and as lonrs as operations are
conducted on the Unit Area, and thereafter until

all Unit Onerated Wells have been abandcned and
plugged, or otherwise disposed of, and all nersonal
nroperty has been salvased and all real estate has
been dispcsed of bv Unit Operator, Notwithstanding
anything herein cont~ined, this Plan shall, subject
to the approval of the Conservation Board, terminate
and be at an end uron the concurring vote of a major-
ity of the Working Interest Owners owning at least
ninety-five (95%) nercent of the Participating Inter-
ests based on Final Tract Participation and such vote
shall be binding uron all the Working Interest Owners
and Royalty Owners,

Upon the termination of this Plan, all rights in

and to the Tracts shall revert to the owners and
lessees thereof, and Unit fOperator shall arrange

for the salvaging, licuidation and other distri-
bution of the Unit Facilities. The owner of the
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Salvage Costs

On Termination
of Plan -~
Operation Shall
Cerse

20,03

20,04

working interast in any such Tract desiring to take
over and continue to onerate 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 Omerator, for the benefit of all
Working Interest Owners, the fair net salvage value
of the equipment used in the oneration of such well
and bv apreeing to plug the well in accordance with
the amplicable laws, rules, regculations 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 Onerator
shall salvage as much of the casine and eauipment
in or on such wells as can economically zand reason-
ably be salvaged and shall cause such uells to be
properly nlugged and abandoned in accordance with
the apnlicable laws, rules, regulations and orders.
The Working Interest Owners shall share the cost of
salvaging, licuidation, or other distribution of
assets and nroperties used in the develonment and
operation of the Unitized Streata in proporticn to
their resnective interests in the Unit Facilities.
Upen termination of this Plan the further develon-
ment and operation of the Unit Area as a Unit shall
be abandoned, unit operations shall cease, and
thereafter the Working Interest Owners and the
Royvalty Owners shall be governed by the terms and
provisions of the Leases affecting the separate

Tracts.
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Working 20,05 The YWorkine Interest Owners shall advise their
Interest Owners

to Advise respective Rovalty Owners of the termination of

Royalty Cwners

of Termination this Plan within thirty (30) davs of such term-
ination.

Rehearing, 20.06 No aprlicaticn for a rehearine of the matters

Amendments, etc.
herein provided for, or for anv amendments to

this Plan in anv respect, shall be heard bv the
Conservation Board within three (3} vears of the
Effective Date unless:

(a) a majority of the Working Interest Owners, ownine
at least seventv-five (75%) percent c¥ the Part-
icipating Interests based cn Final Tract Partici-
naticon have agreed in writine to such application
for a rehearinz of the matters herein provided for,
or for amendments te this Plen, or

(b} the Conservation Board, on its cwn moticn, decides
to held a rehearing, or

(c) the Conservation Board, after full consideration
of the annlicaticn of anv Yerking Interest Owner,

decides that such aoplication should be heard,



WELLS DELIVERED

Calstan South Virden
Calstan South Virden
Calstan South Virden
Calstan South Virden
Calstan South Virden
Calstan South Virden
Calstan South Virden
alstan Scuth Virden
Calstan Scuth Virden

Calstan South Virden

CPR

CPR

CPR

CPR

CPR

CcPR

con

CPR

CPR

CPR

TART XXI

TO UNIT OPERATOR PURSUANT TO PART X

6-7-10.25

8~7.10-25

9-7-10-25

10-7-10-25

11-7-10-25

12-7-10-25

13-7-10-25

14-7-10-25

15-7-.10-25

16-7-10-25

Sun I. Welch Virden 3-18-10-25

Sun I, Welch Virden
Sun I, %Weich Virden
Sun I, “elch Virden
Rundle Welch Virden
CEGO Virden 2-1-10-2
Calstan Scuth Virden
Calstan South Virden
Calstan South Virden
CEZ0 Virden 7-1-10-2
Calstan South Virden
Calstan South Virden
Calstan South Virden

Calstan South Virden

Lh-18-

5-18-

6-18-

10225

10-25

10-25

12-.18-10-25

6

CPR

CPR

CPR

6

CPR

CPR

CPR

CPR

3-1-10-26
5-1-10-26

6-1-10-26

11-1-10-26
12-1-10-26
13-1-10-26
14-1-10-26
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Calstan
Calstan
Calstan
M. & C.
Calstan
Calstan
Calstan
Celstan
M. & C,
M, & C,
Calstan
Calstan
Calstan
Calstan

Calstan

South Virden
South Virden

South Virden

5.2-10-26

Prov, 7-2-10-2C

Prov, 8-2-10-26

Virden 9-2-10-26

South Virden
South Virden
South Virden

Scuth Virden

11-2-10-26

12-2-10-26

13-2-10-26

14-2-310-26

Virden 15-2-10-26

Virden 16-2-.10-26

South Vipden

South Virden

South Virden

South Virden

South Virden

2.A. Security Duncan

9-3-10-26

15-3-10-26

16-3-10-26

Trov, 1-10-10-7c

"prov, 2-10-10-25

Virden 5-10-10-26

B.A. Duncan Virden 6-10-10-26

Calstan South Virden Prov, 7-10-10-26

Calstan South Virden Prov, 8-10-10-26

Calstan Farro South Virden 9-10-10-26

Fargo et al Virden 10-10-10-26

Calstan South Virden 11-10-10-26

Calstan Scuth Virden 12-10-10-26

Calstan Fargo Scuth Virden 16-10-10-2%



PART ¥XI Cent'd

Calstan Scuth Virden Frov. 1-11-10-26 Calstan South Virden 16-12-10-26
Calstan Scuth Virden Prov, 2A-11-10-26 CEGO Virden 1-13-10-26

Calstan Scuth Virden Prov, 3-11-10-26 CEGD Virden 3-13-10-26

Calstan South Virden Prov., 4-131-10-26 CEAN Virden 4-13-10-26

Calstan Scuth Virden Prov, 5-11-10-26 CEn0 Virden 5-13-10-26

Calstan South Virden Prov, 6-11-10-26 CEGO Vipden 6-13-10-26

Calstan Scuth Virden Prov, 7-11-10-26 CEGO Virden 7-13-10-26

Calstan South Vieden Prov. 8-11-10-26 CECO Virden 8-13-10-26

Calstan South Virden Prov, 9-11-10-26 B,A. Union Welch Virden 9-13-10-26
Calstan Ccouth Virden Prov, 10-11-10-26 B,A, Union Welch Virden 310-13-10-26
Calstan South Virden Prov. 11-11-10-25 M, & C, Virden 11-13-10-26

Calstan South virden Prov, 12-11-10-26 M, & C, Virden 12-13-10-26

Calstan South Virden Prov. 13-11-10-26 M, § C, Virden 13-13-10-26

Calstan South Virden Trov, 14-11-10-26 M, & C. Virden 14-13-10-26

Calstan Scuth Vipden Prov, 15-11-10-20 B,%, Union "elch Virden 15-13-10-25

Calstan South Virden Prov, 16-11-10-26 CERO Virden 2-14-10-26

Calstan Scuth Virden 3-12-10-28 Rundle Williams Virden 3-14-10-26
Calstan South Virden 4-12-10-26 Pundle Williams Virden 4-14-10-26
Calstanr South Vipden 5-12-10-26 Rundle Williamg Virden 5-14-10-26
Calstan Scuth Vipden 6-12-10-26 Rundle Williams Virden 6-14-10-26
Calstan Scuth Virdenm 9-12-10-26 Rundle Williams Virden 11-14-10-26
Calstan South Virden 11-12-10-26 Rundle Williams Viprden 12-34-10-26
Calstan South Virden 12-12-10-26 Mineraleid Virden 14-14-10-26
Calstan South Virden 13-12.10.26 Calstan Virden 15-14-10-26

Calstan South Virden 14-12-10-26 Calstan Virden 16-14-10-26

7/%9&%»/
Calstan South Virden 15-12-10-26 HMr6—€., Virden 9-15-10-26
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PART XXI

Conttd

Paradise
Imperial
Imperiazl

Imperial

Virden 1-23-10-26

Virden 2-23-10-26

Virden 3-23-10-26

Virden 4-23-10-26

- Bl -

Imperial Virden
Tmperial Virden
Imperial Virden

Paradise Virden

5.23-10-26

6-23-10-25

7-23-10-26

8-23-10-206



PART XXII

THE LANDS IN THE PROVINCE OF MANITOBA WHICH COMPRISE
THE VIRDEN-ROSELEA UNIT NGO, 3 ARE AS TOLLOWS:

TRACT NUMBER  LEGAL DESCRIPTION TRACT NUMBER  LEGAL DESCRIPTION
TOWNSHIP 10 RANGE 25 WPH TOWNSHIP 10 RANGE 26 WPM
-7 LSD, 6, SECTION 7 12-1 LSD, 12, SECTION 1
8-7 LSD. 8, SECTION 7 13-1 LSD, 13, SECTION 1
4-7 LSD, 9, SECTION 7 14-1 LSD. 14, SECTION 1
10-7 LD, 10, SECTION 7 5-2 LSD. 5, SECTION 2
11-7 LSD. 11, SECTION 7 7-2 LSD, 7, SECTION 2
12-7 LSD. 12, SECTIOH 7 8-2 LSD. B, SECTINH 2
13-7 LSD. 13, SECTION 7 9-2 LSD, @, SECTION 2
14-7 LSD, 14, SECTION 7 11-2 LSD, 11, SECTION 2
15-7 LSD. 15, SECTION 7 12-2 LSD. 12, SECTION 2
16-7 LSD, 16, SECTION 7 13-2 LSD, 13, SECTION 2
3-18 LSD. 3, SECTION 18 14-2 LSD. 1%, SECTION 2
4-18 LSD, 4, SECTION 18 152 L3D, 15, “ECTINN 2
5-18 LSD., 5, SECTION 18 16-2 LSD, 16, SECTINI 2
6-18 LSD., 6, SECTIONL 18 9-3 LSD. 9, SECTIN 3
12-18 LSD, 12, SECTION 18 15-3 LSD, 15, SECTION 3
TOYNSHIP 10 RANGE 26 WrH 16-3 LSD. 16, SECTION 3
2-1 LSD, 2, SECTION 1 1-10 LSD. 1, SECTION 10
3-1 LSD. 3, SECTION 1 2-10 LSD. 2, SECTION 10
5-1 LSD. 5, SELCTION 1 5-10 LSD. 5, SECTION 10
6-1 LSD. 6, SECTION 1 6-10 LSD. 6, SECTION 10
7-1 LSD. 7, SECTION 1 7-10 LSD. 7, SECTION 10
11-1 LSD. 11, SECTION 1 8~10 LSD. 8, SECTION 10
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PART XXII Cont'd

TRACT NUMBER  LEGAL DESCRIPTION TRACT NUMBER  LEGAL DERCRIPTION
TOWNSHIP 10 RANGE 26 WPM TOWNSHIP 10 RANGE 26 wor
9-10 LSD. 9, SECTION 10 9-12 LSD. 9, SECTION 12
10-10 LSD. 10, SECTION 10 11-12 LSD. 11, SECTION 12
11-10 LSD. 11, SECTION 10 12-12 LSD, 12, SECTION 12
12-10 LSD, 12, SECTION 10 13-12 LSD, 13, SECTION 12
16-10 LSD., 16, SECTION 10 14-12 LSD. 1%, SECTION 12
1-11 LSD., 1, SECTION 11 15-12 LSD. 15, SECTINK 12
2-11 LSD. 2, SECTION 11 16-12 LSD, 16, SECTION 12
3-11 LSD. 3, SECTION 11 1-13 LSh. 1, SECTION 13
4-11 LSD, 4, SECTION 11 3-13 LSD., 3, SCCTION i3
5-11 LSD. 5, SECTION 11 4-13 LSD. 4, SLCTION 13
6-11 L3D. 6, SECTINN 11 5-13 LSD. 5, SECTION 13
7-11 LSD. 7, SECTION 11 6-13 LSD. 6, SECTION 13
8-11 LSD. 8, SECTION 11 7.13 LSD. * 7, SECTION 13
9-11 LSD, 9, SECTION 11 8-13 LSD, 8, SECTION 13
10-11 LSD. 10, SECTION 11 9-13 LSD. 9, SECTINN 13
11-11 LSD. 11, SECTION 11 10-13 LSD. 10, SECTION 13
12-11 L3D. 12, SECTION 11 11-13 LSD. 11, SECTION 13
13-11 LSD, 13, SECTION 11 12-13 LSD, 12, SECTION 13
14-11 LSD. 14, SECTION 11 13-13 LSD, 13, SECTINN 13
15-11 LSD. 15, SECTION 11 14-13 LSD. 14, SECTION 13
16-11 LSD, 16, SECTION 11 15-13 L8D. 15, SECTION 13
312 LSD, 3, SECTION 12 2-14 LSD. 2, SECTION 14
4.12 1sb, 4, SECTION 12 3-1kH LSD. 3, SECTIOH 14
5.12 LSD, 5, SECTION 12 414 LSD. 4, SECTION 14
6-12 LSb. 6, SECTION 12 5-14 LsD. 5, SECTINJ 14
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PART XXII Cont'd

TRECT NUMBER

LECAL DESCRIPTION

TOUNEHIP 10

ZAMGE 26 WPM

614

11-14

12-14

14-14

15-1y

LsD.

Lsh,

LSD.

LSD.

LSD,

L5D.

LSD.

LSD,

LSD,

LSD.

LSD.

L5D.

LSD.

LSD,

6

E]
11,
12,

1y

SECTINN

SECTION

SECTION

SECTXION

SECTION

SECTION

SECTIN

SECTION

SECTTION

SECTINN

SECTINN

SECTION

SECTION

SECTION

SECTICH

14

14

14

14

14

14

15

23

23

23

23

23

23

23
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PART XXt

MAP OF UNIT AREA
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TRACT

NUMBER

6-7

8-7

13-7
14-7

15-7

12-38

11-1
12-1
13-1

1b-1

PART XYIV

TRACT PARTICIPATION

INTERTH

.39025
.23461
24636
2,22948
. 73595
+ 22195
. 59767
1,32u445
. 79557
.59388
1.37527
.65359
1.43221
.. 75983
.27358
53274
. 76276
.04080
.01h66
. 58370
64374
.27834
.B62361

.1C035

TInAL

. 71776
19280
. 28137
2.26233
. 97497
17407
.82888
1.50204
93571
.68218
1.47972
.53299
1.58877
. 64495
.25653
SUL66
.69529
06120
.02198
L7759
.955336
.52695
. 58225

.15053
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TPACT

HUMBLR

5~2

7-2

11-2

12-2

13-2

iu-2

15-2

16-2

9-3

15-3

16-3

1-10

2-10

5-10

610

7=10

8-10

9-10

10-10

11-10

12-10

16-10

TRACT PARTICIPATION

IITERTH FINAL
72525 74098
LOul51 06226
.127u8 .19123

2.28146 2.08717
.61601 L46376
. 00357 .00535

1.03495 .80812

1.01255 95776

1.71431 1,75126

i.88062 1.82H01
47166 L7975
.96250 ,97269

1.49937 1.67267

2.27997 2,08720

1.61413 1.79026
+53200 L0234
L0280 L8145
. 75449 . 73860
. 58981 43376

1.36347 1.27400
.02656 .02525
. 30287 .22230

1,i0021 .391078
.51217 65665



FLRT XXTV Cont'd

TRACT TRACT PARTICIPATION
JUMEERR INTERIN FINAL
1-11 . 72378 .95823
2-11 2.12093 1.94492
3-11 1,77733 1,715u6
h-11 4,01780 4,74739
5-11 1.46181 1.18579
£-11 1.30126 1.51274
7-11 .52089 68355
8-11 L36HL2 .33800
9-11 .56493 .60532
16-11 .72523 . 84278
1i-11 1.65825 1.52639
12-11 1.53360 1.89720
13-11 2.01819 2,095790
18-11 .37682 .98361
1511 1.28108 1.55034
16-11 1,17830 1.39140
3-12 07555 .11332
iz .02183 .03274
5-12 3213 L5137
6-12 .098956 14335
§-12 00765 01149
11-12 ,00180 .00270
12-12 .81097 L7U565
i3-12 .83347 . 85455
14-12 .01935 . 02903
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TRACT

15-12

16-12

1-13

n-13

5.13

6-13

713

10-13

11-13

12-13

13-13

14-13

15-13

2-14

3-14

T

S-14

614

li-14

12-14

1414

15-14

TRACT PARTICIPATION

INTERIHM FINZL
.00721 .01081
.59058 .52236

1.79094 1.91974
,28791 .29863

3.64125 4,16432

1,23141 1,24409
.78030 74890
.54684 .56321

1,64119 1.79617

2,09361 2,11986

2.38520 2.47806

1,86335 1.687u8
,029u8 .ouu22
80016 L BL170

1.40360 1,18841

1,25270 1.07065
, 80334 .8L430
. 56096 47670
68405 59271
.69992 .68062
.52065 L7556
.690865 64686
.01224 .0183¢

1,03994 .91841

1.38302 1.31439



Cont'd

PLRT XXIV

TRALCT TRACT PARTICIPATION

NUMBLR INTERTY FINAL
16-14 .65346 .71098
9-15 . 71064 07680
1.23 .5H331 38034
2-23 1,15379 .98111
3-23 1.87797 1,49551
4.-23 1.24598 1,37554
5-23 2,21650 2,00079
6-23 LATHB2 .66351
7-23 .55230 .56093Yy
8-23 L6120k L1784
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PART XXV

PARTICIPATING INTERESTS

Provision for 25,01 The Unit Onerator shall as scen after
Schedule of Working
Interest fNwners and approval of title by the Nperating Committee

Particinating Interests
under Part XIIT is deemed tc have been made,

prenare and submit teo the Working Interest
Owners, Schedules setting out the Uorkins
Interest Owners of the Tracts and the Part-
ieipating Interests in the Unit, Unon the
appreval of the O-erating Committee the Unit
Operator shall cause such Schedules to be
published in one issue of The Manitcba
Cazette,

The Unit Onerator shell frem time to
time at the discretion of the Onerating
Cotmittee nremnare and submit tc the Workine
Interest Owners, revised Schedules =zettine
out anv change of ownershin in the Tracts
or Particinatins Interests in the Unit, and
shall cause such Schedules to be nublished

in one issue of The Manitoba Gazette.
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Definitions

"Joint Property"

"Hajor Material”

"Material"

"Cendition

"Condition

tarm

'BIIF

26,01

(a)

(b}

(c)

PART XXVI

ACCOUNTING PROCEDURE

In this Part;

"Joint Pronerty" shall mean the respective Tracts
and interests ofthe Workinz Interest Ouners and
where the context so requires shall include all
wells, wellsite and operating eauirment and salt
water disposal facilities taken over by Unit
Mnerator nursuant to "art X hereto, and all material
purchased or furnished by the Unit Orerator for use
in the develcnment, maintenance and ovevration of the
Unit.,

"Maior Material™ means:

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

Sucker Rods - nlain or scranered - 1,500 feet and
aver in %' or 'B' condition

Pumping Unit

Pumning Motor

futematic controls

Senaratcrs

Heaters

Treaters /dbﬁﬁfA '
Tank complete with thief §2ﬁ533§’744ﬁy4/ ///¢4”%£/

and anv other material the Current Hew Price of
which exceeds One Thousand ($1,000,00) Dollars.

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

(i) New material (Condition 'A') beins new
material nurchased for the Joint Pronerty
but never used thereon, at One Hundred
(100%) nercent of Current Wew Price,

ii} Good used material (Cendition 'B') being
good secondhand material which is further
usable without reconditionine:

(1) at Seventy-five (75%) nercent of
Current Ney Pprice if material was
charred to Common Account as new; or
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"Condition 'Ct"

"Condition 'D'M

"Condition 'E'™

"Temporarily Used
Lquipment™

“"Zurrent New
Price™

Fixed Agset
Records

{d}

26,02

(b) at Seventy-five (75%) percent of
Current New Price less depreciation
censistent with its usage on and ser-
vice to the Joint Propertv, if material
was originally charged to the Common
iccount at Seventv-five (75%) percent
of Current New Price,

iii) nther used material (Condition 'C'), beinc
material which:

(2) after reconditicnins will be fupther
serviceable for original functicn as
grod secondhand material (Condition
'B'), or

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

shall be at Fiftv (50%) nercent of Current
New Price,

{iv) Used material (Condition 'D!'), beinr mater-
ial which cannot be classified as Condition
'B' or Condition 'C' shall be priced at a
value commensurate with its use,

(v) Junk (Condition 'E'), beins nbsolete and un-
serviceable material, at nrevailing junk
prices in the district,

(vi) Vhen the use of material is only temporary,
and when the time of actual use dees pot justi-
fy the reduction in nrice as nrovided above,
such material shall be priced on a2 basis
that will leave a net charge tc the Common
ficcount consistent with the value of the
services rendered and adequate for the time
the material was in use,

"Current New Price” shall mean where nossible the
current cest of materisl as set forth in the most
recent issue of the "Controllable Equinment Price
Catalogue" nublished by Petroleum Accountants
Society of Yestern Canada.

Fixed Asset Records shall he maintained for all
Controllable Material as defined in Section
10,03,
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Stratements 26,03 Unit Omerator shall bill each of the other Workine

and Billings Interest Owners oh or before the last dav of each
month for their nmronorticnate share of charges and
credits in respect of unit operations during the nre-
ceding menth, Such bills shall be accompanied by the
followine statements:

(a) Detailed statement of Controllable Material

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

(¢) Detailed statement of all other charses and
credits,

Paymants by 26,04 See Sectioms 8,03, 8,05 and 8.06
Workineg Interest
Owmers

Adjustments 26,05 Payments of any such bills shall not prejudice the
right of any Working Interest NDwner to orotest or
question the correctness thereof. Subject to the
excention noted 26,06 below, all bills rendered to
the Vorking Interest Owners by Unit Operator during
any calendar vear shall conclusively be presumed to
be true and correct after Twenty-four (24) mcnths
follouing the end of anv such calendar vear, unless
within the said Twentv-Four (24} month period anv
Yorking Interest Owner takes written exception there-
to and makes a written claim cn Unit Operator for ad-
justment. TFailure cn the part of the Workins Inter-
est Owner to make such a claim on Unit Operator with-
in such meriod shall establish the correctness there-
of and nreclude the filinec of excentions thercto or
making of claims For adjustment thereocm.

fudits 26,06 ‘nv audit committee anncinted bv the Onerating
Committee, upon nctice in writing to the Unit Opera-
tor, shall have the right to audit Unit Operator’s
accounts and records relating te the acounting here-
under for anv calendrr vear within the Eighteen (18)
month nericd followine the end of such calendar vear.
The Workine Interest Ovners shall have Six (6) menths
next following the examination of the Unit Operator's
records within which te take written exception to and
make anv and all claims on the Unit Operator. Such au-
dit committee shall make every reasonable effort to
conduct
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Charges to
Common Account

such auditing in a manner which will result in a mini-
mum of inconvenience to the Unit Iperator. The cest
of such an audit shall be charesed to the Common
Account, TIn addition to the foregoing ripht, anv
Working Interest Owner shall have the ripght to nmake an
individual audit at its own cost and exnense,

Subject to the limitaticns hereinafter nrescribed, Unit
Operator shall charge the Common iccount with the
following costs of development and oneration of the
Joint Pronerty:

{(a) Salaries, waves and related expenses of Unit
Onerator's perscnnel directlv emnloved on the
Joint Preomerty in the develonment, maintenance
and overation thereof, includins salaries and
wates paid to landmen acouirinrs rights-cof-wov,
settling damage claims, etc., and to technicel
emplovees, such as reoclogists, enrineers and
other emnlovees who are temporarily assigned
to and located at and directly engaced on the
Joint Pronertv,

(b} Unit Operator's cost of vacation and expendi-
tures or contributions impesed or assessed by
any governmental body having jurisdiction with
resnect to such salaries and wages referred to
in naragraph {a) of Section 26,07,

(¢} Unit Omerator's current cost of established
nlans for emnloyees' csrour life insurance,
sickness and disabilitv benefits, hospitaliza-
tion, nension, retirement, stock purchases,
thrift, benus and other benefit plans of like
nature, apolicable to such salaries and wages
srovided for in pararraph (a) of Section 26,07,
Provided that such charges shall not exceed
twelve (12%) nercent of the tctal of the salar-
ies and +aces chareced under maragranh (a) of
Section 26,07, It is agreed, however, that if
this limitation of twelve (12%) percent shall
be found to be insufficient, the same mav be
increased from time teo time when authorized by
a vote of the Operating Committee.

(d) HMaterial nurchased or furnished by Unit "merator
" - for use in connection with the omeration of the
Jeint Pronerty. Sc far as it is reascnably
practical and consistent with efficient and
economical oneration, only such material shall

be purchased for or transferred to the Joint
Pronerty as is reauired for immediate use, and
the accumulation of surplus stocks shall be
avoided whenever nossible.
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(&)

(h)

(i) “ovine material to the Joint Pronerty from
vendor's or from Unit Onerator's warehcuse in
the district or from the other proverties of
the Unit Onerator, but in either of the last
two events no charre shall be made to the
Common Account for a distance greater than the
distance from the nearest reliable sunply
store or railway receivins noint where such
material is available excert by specific
approval of the Cperatins Committee.

ii) oving surnlus material from the Joint Pro-
nerty to outside vendees, if sold f,o.b.
destination, or minor returns te Unit Opera-
tor's warehouse or cother storare peoint., Ho
charre sh»ll be made to the Common rfccount
for movinz surplus material te Unit Onera-
tor's warehouse or other storage ncint for a
distance sreater than the distance to the
nearest reliable supplv store or railwav re-
ceiving noint, excent by snecific approval of
the Nperating Committee, and no charge shall
be made to the Commen ‘ccount for movines ma-
terial to other nronerties belongine to Unit
Omerator, excent by specific approval of the
Operating Committee.

ii) Movineg expenses of emplovees incurred by the
initial staffines, additions and renlacements
bevond the control of the Unit Opepator,

(1) Contpract services and utilities nrocured from
outside sources. Services of outside nrcfes-
sional consultants shall not be charsed un-
less approved by Onerating Committee.,

ii) Use of and service bv Unit Onerator's ex-
clusivelv owned equipment and facilities as
rreovided in Section 26,11,

Costs or expenses necessary to replace or repair
Joint Property damaged or lost throush fire, flood,
storm or anv cother cause not contellable by Unit
Operater throush the exercise of reasonable dili-
zence, Unit Omerator shall furnish the Working
Interest Owners with written notice of damace or
losses incurred as scon as nractical but not later
than Fifteen (15) davs after report of same has
been received by Unit Operator,

41l costs and expenses of litigation or leral

sepvices necessary cr expedient for the protection
of the Joint Property, including legal fees and
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(k)

expenses as hereinafter nrovided, torether with all
judgments cbtained against or chargeable to the Commen
Account or the Joint Propertv; actual exnpenses incurred
by any Workins Interest Owners in securin< evidence for
the purpcses of defendine any action or claim prose-
cuted or ur-ed snrainst the Common ‘ccount or the Joint
Troperty,

(1) If the Omeratins Committee acsrees, actions or
claims affecting the Common \ccount or the Joint
Provertv hereunder may be handled by the leral
staff of one or more of the Workins Tnterest
"wners. A charge commensurate with the services
rendered and anmrovad by the Omeratine Committee
may be made against the Cemmon ‘ccount.

(ii) Fees and exnpenses of outside Counsel shall not
be charged to the Common Account excent where
the employment of such outside Counsel is author-
ized by the Operatine Committee,

All taxes of everv kind and nature (other than inceme
taxes) assessed unon 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 Owners.

“remiums paid for insurance required to be carried
under Section 18,02 together with all exnenditures
incurred and paid in settlement of anv and all losses,
claims, damages, judgments, and other exnenses in-
cluding legal services, not recovered from the Tnsurer.

Area, Division and Administrative Overhead:

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

(i) Salaries and exnenses of the Unit Onerator's
area superintendent 2nd other general
area or field emplovees, manacing officers
and emplovees of the division and/or nrincipal
office other than those who are directly encaged
oh the Joint Pronertv and whose salaries are
chargeable to the Common Account under the pro-
visions of paragranh (a) of Section 26,07.
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(1)

(m)

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

(iii) Anv other costs of operating the division and/or

principal office of the Unit Operator.

The rates, which are subject to review annually,
as set forth in paragrach (§) of Section 56.03
are as follows:

(a) 36,100 per month for all nroducing
onerations,

(b} Fortv-five ($45,00) Dollars per dav for
each drilling well, wells beins nlugged
back, drilled deeper, reworked, or conver-
ted teo source or input wells; charges to
commence on the date the well is gnudded
and terminate when the drilling rig or
service rig as the case mav be is released,
excent that no charee should be made during
the suspension of drilling operations for
Fifteen (15) or more consecutive days.

{¢c) The charce in respect to coustruction of
Unit Facilities, including, but not limited
to, water injection nlant, batterv conscli-
dation, injection pireline svstems and water
sunply svstems shall be calculatad on direct
gexpenditures on the following basis:

5% of expenditures up to $58,000,00, nlus

3% of exvenditures over $50,000,00 and
up to $100,000,00, nlus

1% of all exnenditures over $100,000,00,

A charge to cover the cost of handline material inte
and in Unit Operator's warehouse shall be assessed
onn new and used materials furnished from the ware-
house on the basis of Twe and one-half (2-1/2%) ner-
cent of the cost of tubular roods and Major Material
and Five (5%) nercent of the cost of all other mater-
ial which shall in each case be deemed to be the
actual cost thereof to Unit Operator.

Rentals, pavments in lieu of actual nroduction and
rovalties, when paid by Unit Omerator for the Common

Account.
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Basis of
Charges to
Common Account

26,08

{n) Any other expenditures incurred bv Unit Orerator
except that no charge shall be made for anv
interest or financing charges incurred by Unit
fnerator except where incurred with the approval
of the Onerating Committee,

{i) outside Purchases

Material purchases shall be charced tco the Common
Account at their inveice cost to Unit Onerator after
deduction of all discounts actuallv received.

(ii) Material Furnished by Unit Operator

Material shall be purchased for direct charge to the
Commen Account whenever practicable. Material from
Unit Onerator's stocks shazll be nriced as follows:

(a)

(b)

New Haterial - Condition 'A°

(1) New material transferred from

Unit Onerator's warehouse cor othar nroper-
ties shall be priced at One Hundred (100%)
nercent of Current New Trice,

Used Materials - Condition 'B' and 'C?

{1) Material which is in sound and ser-
viceable conditien and is suitable for
re-use without reconditionine shall be
classed as Cendition 'B' and priced at
Seventv-five (75%) rercent of Current
Hew Price.

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

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

(ii) is serviceable for original
function but substantiallv not suit-
able for reconditioming,

shall be classed as Conditicn 'C' and
nriced at Fiftv (50%) nercent of Current
New Price,

(3) M™aterial which cannot be classified as
Condition 'B! or Condition 'C' shall be
priced at & value commensurate with its use,
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Premium Price

Warranty
of Material

Unit Cperator's
Exclusively Owned
Facilities

25,09

26.10

26,11

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

Whenever materials are not readilv obtainable at the
customarv supplv pcint and at Current New Prices be-
cause of national emergencies, strikes cr other unusual
causes over which Unit Operator has no control, Unit
Opepator may charge the Commeon Account for the required
materials on the basis of Unit Operator's direct cost
and expense incurred in onrocuring such materials, in
makine it suitable for use, and in movine it to the
Joint Promertv; PROVIDED, HOWEVER, that each Working
Interest Owner is notified in writine nrier te the
acauisition of such material, whereupon each Horking
Interest Owner shall have the right bv so electing and
notifving Unit Nmerator within Fortv-eight (48) hours
after receiving notice from the Unit Operator, to fur-
nish in kind or in tonnage as mav be asreed, at the
location, nearest railwav point, or Unit Cnerator's
stcrage noint, within a comparable distance, all cr
part of his share of material suitable for use and
accertable to Unit Operator., Transportation cests

on anv such material furnished by z Workines Interest
Ywmer at any peint other than at the location, shall be
berne by such Workine Interest Owner. If, nursuant

to the nrovisions of this parasraph, a Working Intevest
Owner furnishes material in kind, Unit Operator shall
nmake anpropriate credits therefor to the zccount of
such Horking Interest Owner,

Unit Onesrator deoes not warrent the material furnished
beyond or back of the dealer's or manufacturer's
ruarantee; and in case of defective material, credit
shall not be passed until adjustment has been receivedl
by Unit Onerator from the manufacturer or thair arents.

The Unit Operator shall charge the Commen Aceount for
services rendered bv facilities and equinment owned
exclusivelv by Unit “merater, The rates charged shall
be commensurate with the cost of ownership and onera-
tion and shall not be in excess of current prevailine
rates of like services and equipment available in the
area.

Whenever requested, Unit Onerator shall inform the
Working Interest Owners in advence of rates it nro-
noses to charpe, Rates shall be revised from time
to time when found to be either excessive or in-
sufficient.
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Disposal of
Lease Equipment

Inventories

26,12

(a)

(b)

(c)

26,13

(2)

(b)

{c)

The term "minor equipment" shall mean any material or
items of Unit Facilities not described as Major Mater-
ial. Unit Operator may dispose of anv item of minor
equipment, which it deems to be unnecessarvy for the
Unit operaticn hereunder, to such nerson and for such
price as it sees fit without reference toc the Oper-
ating Committee,

Unit Operator mav dispese of anv item of Major Meter-
ial which it deems to be surnlus to the unit opera-
ticns at current market demand »nrices nrevailing in
the area without obtaining prior anproval of the
Workine Interest thmers, The Unit Onerator will
supplv to each Working Interest "wner every Six (6)
months details of Maior Material deemed to be surplus
cr anticipated to become surplus during the ensuing
Six (6) months. TFurther, any asuthority eranted to
the Unit Operater to dispose of a Non-0perator's share
of material shzll be revocable at the will of the
Hon-Operator.

Proceeds from the sale of Surplus Material shall be
credited te the Cemmon Account,

Regular inventories of Controllable Material shall
be taken by an Inventcrv Committee anpcinted by the
Operating Committee and at intervals snecified by the
Operating Committee; PROVIDED, HOWEVER, that con-
struction projects as outlined in the budpet shall

be inventoried bv the Inventorv Committee within

ene vear of comnleticon and conies of anv such in-
ventory shall be furnished to all YWorking Interest
Owners.,

Peconciliation of inventorv with the Investment
Acceount shall be made bv the Inventorv Committee, and
a list of overapes and shortages shall be submitted
to the Working Interest Owners for their apnroval
within Sixty (60) days from the taking of such in-
ventorvy,

Inventory adjustments shall be made by Unit Onerator
with the Investment Account for overases and short-
ares but Unit Operator shall onlv be held accountable
to the Working Interest Owners hereto for shortages
resulting from lack of reascnable diligence,
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(a)

(2)

The expense of the Inventcry Committee shall be
charged to the Common Account,

Any Working Interest Owner shall have the right at
any time to request in writing the taking of a
special inventory, The taking of such snecial in-
ventory shall be commenced within Fifteen (15) davs
after the receint of notice thereof, The exnense
of Unit Operator's representative in conducting any
special inventory so reauested shall be charged to
the senarate account of the requesting Working
Interest Cwner,
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PART XXVIT
ELECTRICAL LOG
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AMENDMENTS TO
PLAN FOR UNIT OPERATION
GOVERNING THE UNITIZED MANAGEMENT
OPERATION AND FURTHER DEVELOPMENT OF
VIRDEN-ROSELEA UNIT NO. 3

May 31, 1973



AMENDMENTS TO
PLAN FOR UNIT OPERATION
GOVERNING THE UNITIZED MANAGEMENT
OPERATION AND FURTHER DEVELOPMENT OF
VIRDEN-ROSELEA UNIT NO. 3

1. Paragraph (d) of Section 1.02 is rescinded, and the

following substituted therefor:

"Hffective Date" (d) "“Effective Date" means the hour of seven o'clock
in the forenoon, official time, on the first day of
December, A.,D, 1966, except that with respect to the
following numbered Tracts "Effective Date" means the
hour of 7:00 o'clock in the forenoon, official time,

on the first day of __ . , A.D. 1973:

2-18, 7-18, 10-2.

2. Part III is rescinded, and the following substituted
therefor:
Tract 3.0l The Tract Participation of each Tract is shown in
Participation
Part XXIV hereof and is with respect to all Tracts,
except Tracts 2-18, 7-18 and 10-2 (hereinafter called
"the enlargement tractsﬂ) the sum of each of the
following reduced by one (1) minus the total per=
centage participation of the enlargement tracts,
namely: 1,0000000 minus 0.0181469:

(a) A current production factor: such factor is
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(b)

the percentage calculated by dividing the 0il

production of such Tract during the interval

June 1, 1965 to November 30, 1965, both days

inclusive, by the 0il production for all Tracts

other than the enlargement tracts, during the

same interval, and multiplying by 40/100;

An average monthly 0il production factor pen-

alized for water production; such factor is

arrived at by:

i) determining average monthly Oil production
of the Tract by dividing its cumulative 0il
production through November 30, 1965 by the
number of calendar months since the Well on
such Tract first went on production, pro-
vided that the first calendar month shall
not be counted as such unless the Oil pro-
duction from the Well on any such Tract for
that calendar month was greater than one-
half (1/2) of the 0il production from such
Well for the next succeeding month;

ii) calculating a fractional water cut for the
Tract by dividing the water production for
the interval set out in paragraph (a) here-
of by the sum of its water and Oil produc-

tion for the same period; PROVIDED, THAT,
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with respect to those Tracts which did not
produce during the interval referred to,

the fractional water cut shall be calculated
by dividing the water production for each
such Tract during the consecutive six month
period that ends with the last recorded
production by the sum of such Tract's

water and 0il production for the same
period;

iii) multiplying the average monthly Oil produc-
tion for the Tract obtained in {1} by the
fraction one minus the water cut appropriate
to the Tract as determined in (ii);

iv) dividing the product obtained in (iii) for
the Tract by the sum of all the production
obtained in (iii) for all the Tracts other
than the enlargement tracts and multiplying

3,02 The Tract Participation of Tract 10- 2 was determined
as follows and is expressed by the percentage calcu-
lated by dividing the 0il production from such Tract
during the interval August 1, 1971 to January 3,
1972, both days inclusive, (minus 920) by the Oil pro-
duction from all Tracts other than Tract 2-18 and

Tract 7-18 during the same interval (minus 920) and
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multiplying by one hundred (100).

3.03 The total of the Tract Participations for all Tracts

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

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

icipations shown in Part XXIV shall be deemed to be

correctly made in accordance with this Part TII.

3. Part XXI is rescinded, and the new Part XXI hereunder is

substituted therefor:

PART XXI

Chevron South Virden GPR 6-7-10-25 -
Chevron South Virden CPR 8-7-10-25 -

Chevron South Virden CPR 9-7-10-25 -

Chevron South Virden CPR 10-7-10-25 -
Chevron South Virden CPR 11-7-10-25-
Chevron South Virden CPR 12-7-10-25
Chevron South Virden CPR 13-7-10-25
Chevron South Virden CPR 14-7-10-25-

Chevron South Virden CPR 15-7-10-25 -

Chevron South Virden CPR 16-7-10-25

Chevron East Virden Prov. 2A-18-10-25°

Sun I, Welch Virden 3-18-10-25
Sun I, Welch Virden 4 18-10-25

Sun I. Weleh Virden 5-18-10-25 -

Sun I Welch Virden 6-18-10-25

Chevron South Virden Prov, 7-18-10-25

Rundle Welch Virden 12-18-10-25

CEGO Virden 2-1-10-26

Chevron South Virden CPR 3-1-10-26

Chevron South Virden CPR 5-1-10-26
PR

Chevron South Virden'6-1-10-26

CEGO Virden 7-1-10-26

Chevron South Virdem CPR 11-1-10-26

Chevron South Virdem CPR 12-1-10-26

Chevron South Virden CPR 13-1-10-26

Chevron South Virden CPR 14~1-10-26

Chevron South Virden 5-2-10-26

Chevron South Virden Prov. 7-2-10-26



Chevron South Virden Prov, 8-2-10-26 Chevron

Chetren
Mineraloid Virden 9-2-10-26 Chevron
Mineraloid Virden 104-2-10-26 Chevron
Chevron South Virden 11-2-10-26 Chevron
Chevron South Virden 12-2-10-26 Chevron
Chevron South Virden 13-2-10-26 Chevron
Chevron South Virden 14-2-10-26 Chevron
Mineraloid Virden 15-2-10-26 Chevron
Mineraloid Virden 16-2-10-26 Chevron
Chevron South Virden 9-3-10-26 Chevron
Chevron South Virden 15-3-10-26 Chevron
Chevron South Virden 16-3-10-26 Chevron

Chevron South Virden Prov, 1-10-10-26 Chevron
Chevron South Virden Prov, 2-10-10-26 Chevron

Gulf Security Duncan Virden 5-10-10-26 Chevron

i
Gulf Duncan Virden 6-10-10-26 Chevron

Chevron South Virden Prov., 7-10-10-26 Chevron
Chevron South Virden Prov. 8-10-10-26 Chevron

Chevron Fargo South Virden 9-10-10-26 Chevron

Cdn Res et al Virden 10-10-10-26 Chevron
Chevron South Virden 11-10-10-26 Chevron
Chevron South Virden 12-10-10-26 Chevron

Chevron Fargo South Virden 16-10-10-26 Chevron
Chevron South Virden Prov., 1-11-10-26  Chevron

Chevron South Virden Prov, 24A-11-10-26 Chevron
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South Virden

Sowntl Jird €~

South Virden

South Virden

South Virden

South Virden

South Virden

South Virden

South Virden

South Virden

South Virden

Prov, 3-11-10-26

v Swb 3-i1t-10-3 6@
Prov. 4 11-10-26

Prov, 5-11-10-26-
Prov. 6-11-10-26"
Prov, 7-11-10-26"
Prov, B~11~10-26-
Prov. 9-11-10-26°
Prov. 10<11-10-26

Prov, 11-11-10-26

Prov. 12-11-10-26"

o/
South Virde 3-11-10-26

South Virden
South Virden
South Virden
South Virden
South Virden
South Virden
South Virden
South Virden
South Virden
South Virden
South Virden
South Virden
South Virden

South Virden

Prov. 14-11-10-26
Prov. 15-11-10-26
Prov. 16-11-10-26
3-12-10-26
4-12-10-26
5-12-10-26
6-12-10-26
9-12~10-26"
11-12-10-26-
12-12-10-26 -
13-12-10-26
14-12-10-26"
15-12-10-26"

16-12-10-26-



CEGO Virden 1-13-10-26 -
CEGO Virden 3-13-10-26
CEGO Virden 4~13-10-26
CEGO Virden 5-13-10-26
CEGO Virden 6-13~10-26
CEGO Virden 7-13-10-26
CEGO Virden 8-13-10-26

.Bed. Union Welch Virden 9-13-10-26

Gulf Union Welch Virden 10-13-10-26-

Mineraloid Virden 11-13-10-26 -
Mineraloid Virden 12-13-10-26 °
Mineraloid Virden 13-13~10-26"
N;-..'.ﬁLC. Virden 14-13-10-26

Gulf Union Welch Virden 15-13-10-26
CEGO Virden 2-14-10-26

Rundle Williams Virden 3-14-10-26"

Rundle Williams Virden 4-14-10-26 -

Rundle Williams Virden 5-14~10-26
Rundle Williams Virden 6-14-10-26 "
Rundle Williams Virden 11-14-10-26
Rundle Williams Virden 12-14-10-26
Mineraloid Virden 14-14~10-26
Chevron Virden 15-14-10-26
Chevron: Virden 16-14-10-26
Mineraloid Virden 9-15-10-26
BRACELL

Beslorne Virden 1-23-10-26
Imperial Virden 2-23~10-26"
Imperial Virden 3-23-10-26
Imperial Virden 4-23-10- 26
Imperial Virden 5-23-10-26
Imperial Virden 6-23-10-26
Imperial Virden 7-23-10-26"

Bracell Virden 8-23-10-26 °

4, Part XXII is rescinded, and the new Part XXII hereunder

ig substituted therefor:

PART _XXII

THE LANDS IN THE PROVINCE OF MANLITOBA WHICH COMPRISE

THE VIRDEN-ROSELEA UNIT NO.

3 ARE AS FOLLOWS:



TRACT NUMBER LEGAL DESCRIPTION TRACT NUMBER  LEGAL DESCRIPTION

TOWNSHIP 10 RANGE 25 WEM TOWNSHLP 10 RANGE 26 WPM
6-7 ‘LSD. 6, SECTLON 7 11-1 LSD. 11, SECTION 1
87 LSD, 8, SECTION 7 12-1 LSD. 12, SECTION 1
9-7 LSD., 9, SECTION 7 13-1 1LSD. 13, SECTION 1
10-7 1LSD. 10, SECTION 7 14-1 LSD, 14, SECTION 1
11-7 LSD. 11, SECTION 7 5-2 LSD. 5, SECTION 2
12-7 LSD. 12, SECTION 7 7-2 1SD. 7, SECTION 2
13-7 L8D. 13, SECTION 7 8-2 LSD. 8, SECTION 2
14-7 LSD. 14, SECTION 7 9-2 LSD. 9, SECTION 2
15-7 LSD, 15, SECTION 7 10-2 LSD. 10, SECTION 2
16-7 LSD. 16, SECTION 7 11-2 LSD. 11, SECTION 2
2-18 LSD. 2, SECTION 18 12-2 LSD. 12, SECTION 2
3-18 1LSD. 3, SECTION 18 13-2 LSD. 13, SECTION 2
4-18 LSD., 4, SECTION 18 14-2 LSD. 14, SECTION 2
5-18 LSD, 5, SECTLON 18 152 LSD. 15, SECTION 2
6-18 LSD. 6, SECTION 18 16-2 LSD. 16, SECTION 2
7-18 LSD. 7, SECTLON 18 9-3 LSD. 9, SECTION 3
12-18 LSD. 12, SECTION 18 15-3 LSD. 15, SECTION 3

TOWNSHIP 10 RANGE 26 WPM  16-3 LSD. 16, SECTION 3
2-1 ESD. 2, SECTION 1 1- 10 LSD. 1, SECTION 10
31 LSD. 3, SECTION 1 2-10 LSD. 2, SECTION 10
5-1 LSD. 5, SECTION 1 5-10 LSD. 5, SECTION 10
6-1 LSD. 6, SECTION 1 610 LSD. 6, SECTION 10
7-1 LSD. 7, SECTION 1 7-10 LSD. 7, SECTION 10



TRACT NUMBER  LEGAL DESCRIPTION TRACT NUMBER  LEGAL DESCRIPTION

TOWNSHLP_10 RANGE 26 WEM TOJNSHIP 10 RANGE 26 WPM
8-10 1sD. 8, SECTION 10 412 LSD. 4, SECTION 12
9-10 LSD. 9, SECTION 10 5-12 LSD. 5, SECTION 12
16-10 LSD. 10, SECTION 10 6-12 LSD. 6, SECTION 12
11-10 LSD. 11, SECTION 10 9-12 LSD. 9, SECTLON 12
12-10 LSD. 12, SECTION 10 11-12 1SD. 11, SECTION 12
16-10 LSD. 16, SECTION 10 12-12 LSD. 12, SECTION 12
1-11 LSD. 1, SECTION 11 13-12 LSD. 13, SECTION 12
2-11 LSD. 2, SECTION 11 1612 LSD. 14, SECTION 12
3-11 1LSD. 3, SECTION 11 15-12 LSD. 15, SECTION 12
411 LSD. 4, SECTION 11 16-12 LSD. 16, SECTION 12
5-11 LSD. 5, SECTION 11 1-13 LSD. 1, SECTION 13
6-11 LSD. 6, SECTION 11 313 LSD. 3, SECTION 13
7-11 LSD. 7, SECTION 11 413 LSD. 4, SECTION 13
8-11 1sb, 8, SECTION 11 5-13 LSD. 5, SECTION 13
9-11 LSD. 9, SECTLON 11 6-13 LSD. 6, SECTION 13
10-11 LSD. 10, SECTION 11 7-13 1LSD. 7, SECTION 13
11-11 LSD. 11, SECTION 11 8-13 LSD. 8, SECTION 13
12-11 LSD. 12, SECTION 11l 9-13 LSD. 9, SECTION 13
13-11 LSD. 13, SECTION 11 10-13 LSD. 10, SECTION 13
14-11 LSD. 14, SECTLON 11 11-13 LSD. 11, SECTION 13
15~ 11 LSD. 15, SECTION 11 12-13 LSD. 12, SECTION 13
16-11 LSD. 16, SECTION 11 13-13 LSD. 13, SECTION 13
3-12 LsD. 3, SECTION 12 14-13 1sD, 14, SECTION 13
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TRACT NUMBER  LEGAL DESCRIPTION TRACT NUMBER  LEGAL DESCRIPTION

TOWNSHLP 10 RANGE 26 WPM TOWNSHIP 10 RANGE 26 WPM
15-13 LSD. 15, SECTION 13 16-14 LSD. 16, SECTION 14
2-14 1SD. 2, SECTION 14 9-15 LSD. 9, SECTION 15
3-14 LSD. 3, SECTION 14 1-23 . 1SD. 1, SECTION 23
414 LSD, 4, SECTION 14 2-23 LSD. 2, SECTION 23
5- 14 LSD., 5, SECTION 14 3-23 LSD, 3, SECTION 23
6-14 LSD. 6, SECTION 14 4-23 LSD, 4, SECTION 23
11-14 LSD, 11, SECTION 14 5-23 LSD. 5, SECTION 23
12-14 LSD. 12, SECTION 14 6-23 LSD. 6, SECTION 23
14~ 14 LSD. 14, SECTION 14 7-23 LSD. 7, SEGTION 23
15-14 LSD. 15, SECTION 14 8-23 1LSD, 8, SECTION 23

, 3. Part XXII1 is rescinded, and the new Part XXIII hereunder

e o is substituted therefor:



PART XXIIi

MAP OF UNIT AREA
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6. Part XXIV is rescinded, and the new Part XXIV hereunder

is substituted therefor:

PART XXIV
TRACT TRACT
NUMBER TRACT PARTICIPATION NUMBER TRACT PARTICIPATION
617 0.70474 6-1 0.02158
8-7 0.18930 7-1 0.46892
9-7 0.28608 11-1 0.54332
10-7 2.22128 12-1 0.61557
11-7 0.95728 13-1 0.57168
12-7 0.17091 14-1 0.14780
13-7 0.81384 5-2 0.72753
14-7 1.47478 7-2 0.06113
15-7 0.91873 8-2 0.18776
16-7 0.66980 9-2 2.04929
2-18 0. 05000 10-2 1.71469
3-18 1.45287 11-2 0.45534
4-18 0.62150 12-2 0. 00525
5-18 1.559%4 13-2 0.79346
6-18 0.63325 14-2 0.94038
7-18 0. 05000 15-2 1.71948
12-18 0.25188 16~2 1.79091
2-1 0.53478 9-3 0.47105
3-1 0.68267 15-3 . 0.95504
5-1 0, 06009 16-3 1.64232
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TRACT TRACT

NUMBER TRACT PARTICIPATION NUMBER TRACT PARTICIPATION
1-10 2.04932 14-11 0.96576
2-10 1.75777 15-11- 1.52221
5-10 0.39504 16-11 1.36615
6-10 0.47271 3-12 0.11126
7-10 0.72520 412 0,03215
8-10 0.42589 5-12 0.44318
9-10 1.25088 6-12 0. 14664

10-10 0.02479 9-12 0.01128

11-10 0.21827 1112 0.00265

12-10 7 0,89425 12-12 0.73212

16-10 0.64473 13-12 0.83904
1-11 0.94084 14~12 0.02850
2-11 1.90963 15-12 0.01061
3-11 1,68433 16- 12 0.51288
411 4,66183 1-13 1.88490
5-11 1.17409 3-13 0.29321
6-11 1.48529 4-13 4.08875
7-11 0.67115 5-13 1.22151

8- 11 0.33187 6-13 0,73531
9-11 0.59434 7-13 0.57263

10-11 0.83043 8-13 1.76357

11-11 1.49869 9-13 2.08139

12-11 1.86277 10-13 2.43309

13- 11 2,05767 11-13 1.65687
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TRACT TRACT

NUMBER TRACT PARTICIPATION NUMBER TRACT PARTICIFATION
12-13 0. 04342 15-14 1.29054
13-13 0.63006 16~14 0.69808
14~13 1.16684 9-15 0.56633
15-13 1.05122 1-23 0.37344
2-14 0.82898 2-23 0.96331
3-14 0. 46805 3-23 1.46837
414 0.58195 4-23 1.35058
5-14 0.66827 5-23 1.96448
6-14 0.46693 6-23 0.65147
11-14 0.63512 7-23 0.59887
12-14 0.01803 8-23 0.41026
14-14 0,90174

7. Clause (a) of subparagraph (iii) of paragraph (k) of
Section 26,07 is rescinded, and the following substi-
tuted therefor:

(a) $6,265,00 per month for all producing operations.
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References to
terms and ex-
pressions

Definitions
"Accounting

Procedure"

"Common Account"

"Conservation
Board"

"Effective Date"

"GaS"

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

DALY UNIT NO, 3

PART 1

INTERPRETATION

1,01 This Plan shall be construed with reference to "The

1.02

(a)

(b)

(c)

(d)

(e)

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

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

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

"Effective Date"” means the hour of seven o’clock in
the forenoon, official time, on the first day of

> A.D. 197___;

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

all fluid hydrocarbons not defined as 0il;



"Leases" (f) "Leases" means severally and collectively the
petroleum and natural gas leases, petroleum leases,
natural gas leases, subleases, agreements to grant
a lease and any other agreements whether similar
or dissimilar to the foregoing covering the lands
described in Part XXII hereof;

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

"Operating (h) '"Operating Committee" means the committee created

Committee"
pursuant to Part V hereof;
"Outside (i) "Outside Substances' means all substances obtained
Substances"
from any sources other than the Unitized Strata
for injection into the Unitized Strata;
"Participating (3) MParticipating Interest' means with respect to each
Interest"
Working Interest Owner the sum of the products ob-
tained by multiplying its respective working interest
in each Tract by the respective Tract Participation
of each Tract;

"Royalty Owner" (k) "Royalty Owner'" means a person, other than a Work-
ing Interest Owner, who has any interest in a right
to receive a portion of the Unitized Substances or

a portion of the proceeds from the sale thereof,

including a reversionary interest, a royalty interest
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"Salt Water
Disposal Well"

"Spacing Unit"

"Stock Tank
Barrel"

"Tract"
"Pract

Participation"

"Unit Area"

"Unit Facilities"

(L

(m)

(n)

(o)

(p)

{q)

(r)

reserved to the lessors named in any Lease, and

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

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

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

Ya Stock Tank Barrel' means 34,9722 Canadian gallons
at sixty (60°) degrees Fahrenheit;

"Tract" means each parcel of land described as such
and given a Tract number in Part XXII hereof;
"Tract Participation' means the percentage set forth
for each Tract in Part XXIV hereof;

"Unit Area" means and comprises the lands set forth
and described in Part XXII hereof and included
within the boundaries of the solid black outline

on the map shown in Part XXIII hereof, insofar as
these lands relate to the Unitized Strata;

"Unit Facilities™ means all tangible property of

every kind, nature and description (excepting
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.Unitized Substances, Unit Operated Wells, rental
equipment and Unit Operator's exclusively owned
equipment) in the possession of Unit Operator
hereunder acquired from a Working Interest Owner
pursuant to ;he provisions of Part X hereof,
together with all facilities and equipment pur-
chased, constructed or acquired by Unit Operator
pursuant hereto;

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

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

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

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

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

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

Crinoidal Facies, Cromer Shale Facies (Daly Shaly

Zone);
"Initized (v) "Initized Substances" means the 0il and Gas that
Substances"
are within or are produced from the Unitized Strata;
"Well" (w) '"Well” means any well within the Unit Area which has
been drilled to the Lodgepole Formation of Mississi-
ppian Age for the production of 0il and Gas;
“Working Interest (x) 'Working Interest Owner'" means a person who has the
Owner"

right, in whole or in part, to search for and produce
and to appropriate the Unitized Substances, either
for himself or for others having an interest therein,
or for both, whether such right 1s derived from

ownership in fee simple or from a Lease.
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Unit Name

Operation as
a Unit

Effect of Unit
Operation

2.01

2.02

PART I1

UNIT OPERATION
The name of the Unit shall be '"Daly Unit No., 3"
(hereinafter sometimes called "the Unit"),
On and after the Effective Date, the respective
interests of the Working Interest Owners and Royalty
Owners, in and to the Unit Area, the Unitized Strata
and the Unitized Substances, shall be unitized for
the purposes of carrying out in the Unit Area and the
Unitized Strata any and all operations which may at
any time and from time to time be deemed necessary
or advisable by the Operating Committee for the pur-
pose of preventing waste, obtaining ultimately the
greatest possible recovery of the Unitized Substances
and accomplishing the more efficient and more econom
ical development and production of the Unitized Sub-
stances under prudent and proper operations and prac-
tices to the end that all operations for drilling and
producing and all other operations in the Unitized
Strata may be conducted without regard to the separate
Leases or boundary lines of separate Tracts within
the Unit Area and as though the Unitized Strata were
covered by a single Lease subject to all the terms

and conditions hereof.

2.03 Without limiting its general effect, the unitization
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Amendment of
Leases

Continuation
of Leases

Authority for
Operations

(a)

(b)

2.04

shall have the followlng specific effects:

On and after the Effective Date, the terms and pro-
visions of the Leases are hereby amended to the
extent necessary to make them conform to the tarms
and provisions hereof and, the Leases as amended,
shall continue in full force and effect,

Any operationg conducted with respect to the Unitized
Strata, or production of Unitized Substances shall,
except for the purposes of determining payments to
Royalty Owners, be considered as operations upon or
production from each Tract and such operations or
production shall operate to continue in force and
effect each Lease as 1f such operations had been con-
ducted and a Well had been drilled on and was produc-
ing from each Spacing Unit or portion thereof covered
by each Lease.

The Working Interest Owners are hereby collectively
authorized to develop and operate the Unitized Strata
without regard to the separate Leases or the boundary
lines of separate Tracts within the Unit Aresa, and to
drill, use and produce such wells as the Operating
Committee deems advantageous to operations on or pro-
duction from the Unitized Strata, to abandon such
wells as they deem unnecessary and in general to do

all other things that the Operating Committee deems

-7-



Royalty Owners
Not Obliged to
Pay Unitization
Costs, etc.

Tract
Participation

Determination of
Tract Participa-
tion

2.05

3.01

3.02

(a)

advisable for the purpose of accomplishing the most
efficient and most economical development and opera-
tion of the Unitized Strata. Without limiting the
generality of the foregoing, the Working Interest
Owners are hereby authorized to inject 0il, Gas,
water, or other substances, or any combination of
them into the Unitized Strata and from time to time
to convert and use as injection wells any Well now
drilled or hereafter 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 operations hereunder unless
such Royalty Owner is obligated to pay for the same

by the terms of any lease.

PART IIT
TRACT PARTICIPATION

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

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

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

from or allocated, pursuant to any agreement
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Tract Partici-
pations Equal
100%

Part III
Explanatory

Allocation
to Tracts

(b)

3.03

3.04

between the Working Interest Owners and the Royalty

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

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

and including December 31, 1974 and multiplying by
ten (10).

The total of the Tract Participations for all Tracts
shall at all times equal one hundred percent (100%).
This Part III is explanatory and the Tract Participa-
tions shown in Part XXIV shall be deemed to be cor-

rectly made in accordance with this Part III.

PART IV

ALLOCATION OF PRODUCTION

4.01

All Unitized Substances produced and saved shall
be apportioned among and allocated to the several

Tracts in accordance with their raespective Tract
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Delivery of
Unitized
Substances
in Xind

Distribution
Within Tracts

4' 02

4,03

Participations. The amount of Unitized Substances

s0 allocated to each Tract, and only that amount,
regardless of whether it be more or less than the
amount of the actual production of Unitized Sub~
stances from the Well or Wells, if any, on such
Tract, shall for all intents, uses and purposes,

be deemed to have been produced from such Tract.

The Working Interest Owners entitled to the Unit-
ized Substances allocated to each Tract shall have
the right to take such Unitized Substances in kind,
Such Working Interest Owners shall have the right

to construct, maintain and operate within the Unit
Area all necessary facilities for taking production
in kind provided the same are so constructed, main-
tained and operated as not to interfere with unit
operations., Any extra expenditures incurred by Unit
Operator by reason of the delivery in kind of any
portion of the Unitized Substances shall be borne by
the Working Interest Owner receiving the same.

The Unitized Substances allocated to each Tract shall
be distributed by the Working Interest Owners of such
Tract among, or accounted for to, the persons entitled
to share in the production from such Tract in the
manner provided for in the Lease covering such Tract,

The Royalty Owners shall accept royalty calculated

- 10 -



on the allocated production in full settlomont, sat-
isfaction and discharge o the obligation of auy
Working Interest Owner to make royalty payments on
Unitized Substanceg under their respective Leases.
Failure to 4,04 To the extent that any Working Interest Owner entitled
Take in Kind
to take and receive in kind any portion of the Unit-
ized Substances shall fail to take or otherwise ade-
quately dispose of the same currently as and when
produced, then so long as such conditions continue,
Unit Operator, as agent and for the account and at
the expense of such Working Interest Owner may, and
upon the instructions of the Operating Committee
shall, in order to avoid curtailing the operatiocn of
the Unitized Strata, dispose of such production and
the account of such Working Interest Owner shall be
credited therewith as having received the same. The
proceaeds of the sale of the Unitized Substances so
disposed of by Unit Operator shall be paid to the
Working Interest Owner entitled thereto., The auth-
ority of the Unit Operator to enter into contracts
for the sale of such production shall be limited to
contracts that are limited in time to the minimum
needs of the industry and in any event not exceeding
one (1) year. Any Working Interest Owner not taking

in kind may revoke at will Unit Operator's authority
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Over-production

4.05

(a)

(b)

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

previously contracted for sale.

A proper and timely gauge shall be made of all tanks
delivered to Unit Operator to ascertain the amount of
0il in such tanks as of the Effective Date, If any
wells producing into such tanks have made more than
their cumulative production allowable as set by the
Conservation Board, the amount of such over-produc-
tion of Oil then in such tanks which has been produced
from the Lodgepole Formation of the Mississippian Age
shall be deemed to be Unitized Substances. Except as
aforesaid the 0il in such tanks shall remain and be at
the risk of and be the property of the Working Inter-
est Owner owning the same prior to the Effective Date,
and upon request shall be delivered in kind to such
Working Interest Owner, or, in the absence of such
request, shall be sold by Unit Operator for the credit
of and on behalf of such Working Interest Owner at

not less than the prevailing wellhead price, and the
proceeds thereof shall be paid by the purchaser dir-
ectly to such Working Interest Owner.

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

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



Royalty on Out-
side Substances

(c)

4.06

Operator during the month or months next following

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

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

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

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

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

an Outside Substance.
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Use of Unitized
Substances

Operating
Committee

Representatives
on the Operating
Committee.

4,07

5.01

5.02

The Working Interest Owners may use as much of the
Unitized Substances (excluding 0i1) as they deem nec-
essary for the operation and development of the Unit-
ized Strata, including, but not limited to, their in-
jection into the Unitized Strata and in the operation
of any plant or plants handling Unitized Substances,
No royalty or other payment shall be payable in res-
pect thereto or in respect to Unitized Substances un-
avoidably lost. Such Unitized Substances so used, in-
jected or lost shall be excluded in allocating pro-

duction,

PART ¥V

ORGANIZATION OF THE
OPERATING COMMITIEE

There is hereby created an Operating Committee which
shall be composed of one representative of each Work-
ing Interest Owner designated as hereinafter provided,
Each Working Interest Owner shall, at least ten {(10)
days prior to the Effective Date, designate by notice
in writing to the Chairman of the Conservation Board
the name and address of its representative on the
Operating Committee and shall further designate an al-
ternate representative, or alternate representatives
on the Operating Committee who, in the absence of the
designated representative, shall have the rights and

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



Organization
Meeting of the
Operating
Committee

5.03

(a)

(b)

(e)

ing Interest Owner fails to designate a representative
on the Operating Committee as aforesaid the Chairman
of the Conservation Board shall designate the Working
Interest Owner himself as such representative or in
the case of a Working Interest Owner that is not a
natural person shall designate any member or officer

of such Working Interest Owner as such representative.

The Chairman of the Conservation Board shall, at least
five (5) days prior to the Effective Date, select the
representative of a Working Interest Owner to act as
chairman pro tem of the orxganization meeting of the
Operating Committee and shall forthwith forward the
name and address of each Working Interest Owner's
representative, or alternate representative, or alter-
nate representatives, to the person so selected.

The chairman pro tem of the Operating Committee shall
call and hold an organization meeting of the Cperat-
ing Committee prior to the Effective Date,

The Operating Committee, at such organization meeting
shall appoint the Unit Operator, and the chairman pro
tem of such organization meeting shall promptly no-
tify the Chairman of the Conservation Board of such
appointment and thereafter the representative of Unit
Operator shall act as Chairman of each meeting of the

Operating Committee without in any manner restricting
- 15 -



Change of
Representative

Voting Interest

Meetings

5.04

5.05

5.06

or limiting his rights to represent Unit Operator as
a Working Interest Owner.

Fach Working Interest Owner may change its designated
representative, or designated alternate representative
or alternate representatives, by notice in writing to
the Chairman of the Operating Committee and the Chair-
man of the Conservation Board. Nothing herein shall
preclude two (2) or more Working Interest Owners from
designating one (1) member on the Operating Committee
Lo represent them and to vote and act for them there-
on and such member shall, if so required by hig prin-
cipals cast his vote for each principal separately.
Each member of the Operating Committee, in voting on
all matters coming before the Operating Committee,
shall have a voting interest equal to the Participa-
ting Interest of the Working Interest Owner represen-
ted,

The Operating Committee shall meet on the call of
Unit Operator, or at the request of a representative
of any Working Interest Owner. Unit Operator shall
notify all membersof the Operating Committee in writ-
ing at least ten (10) days in advance of any meeting
of the time and place of the proposed meeting, and

of the specific matters affecting unit operations

which will be presented, discussed and voted upon at
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such meeting, and no other matters shall be voted up-
on at such meeting unless each Working Interest Ouner
is represented thereat and agrees that such further
matters may be voted upon.

Voting by 5.07 Any member of the Operating Committee not represented

Telegram, etc,
at any particular meeting may vote, by letter or tele-
gram addressed to and received by the Unit Operator
prior to the hour fixed for the meeting, on any ques-
tion presented thereat of which it has been notified,
Members so voting shall be considered present as re-
gards such matters on whi ch they so vote, but not for
other purposes.

Polls 5.08 Any question within the province of the Operating
Committee to decide may be determined in the absence
of a formal meeting by a poll of all of the individ-
ual representatives. If such poll is taken it shall
be conducted by the Unit Operator, either by letter
or telegram, and he shall keep a written record of
the results and report the results thereof to the
Working Interest Owners within a reasonable time,
either by notice in writing to each of them, or by
report to them at the next meeting., The voting int-
erests necessary to act upon and determine matters or
questions submitted by letter or telegram shall be
the same as otherwise herein provided for. Such vote

shall be made within not less than fifteen (15) days
- 17 -



Minutes of
Proceedings

Voting

5.09

of the giving of such notice; PROVIDED, THAT, any
failure to vote within the stipulated time, shall be
considered as an affirmative vote.

Unit Operator shall keep minutes of the proceedings
of each meeting of the Operating Committee and a copy
thereof shall be forwarded to each member thereof.
Such minutes need not be a verbatim record of all the
proceedings, but shall show the names of the represen-
tatives present at the meeting, all motions and
resolutions offered or acted upon, together with the
results of such action and such other formal action
as may be taken by the Operating Committee, and shall
jnclude a record of all matters voted on by letter or

telegram ballot since the date of the last meeting.

PART VI

POWERS AND DUTIES OF

THE OPERATING COMMITTEE

6.0l The Working Interest Owners acting through the Oper-

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

such vote shall be binding on all Working Interest
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Quorum

Rights Granted
the Operating
Committee

6,02

6.03

(a)

(b)

(c)

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

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

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

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

Subject to the rights of Unit Operator pursuant to
Section 7.04 hereof, to approve or disapprove in
whole or in part each and every estimate and item of

expenditures submitted by Unit Operator, except those
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(d)

(e)

(£)

(g)

(h)

(1)

that were included in a previously approved budget;
To appoint an Audit Committee to represent all Work-
ing Interest Owners to arrange proper annual audits
of the accounts of Unit Operator with respect to the
operation and development of the Unit Area, approve
or disapprove the same and make available to the
Working Interest Owners the results of such audits;
To £fill any vacancy occurring in the position of Unit
Operator; PROVIDED, THAT, no Unit Operator shall vote
to succeed itself in the position of Unit Operator;
To represent, or determina who shall represent, the
Working Interest Owners before any governmental body
having jurisdiction with respect to matters pertain-
ing to unit operations; PROVIDED, HWEVER, that this
shall never be construed as authorization to speak
on behalf of any Working Interest Owner dissenting
from the views to be expressed or to prevent any
Working Interest Owner from presenting its own view
on such matters;

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

To approve an annual budget as in Section 8.04 here-
of provided;

To approve the method of disposal of surplus

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

increase in charges has been obtained,

PART VII

POWERS AND DUTIES OF UNIT OPERATOR AND
CHANGE OF UNIT OPERATOR

Povers and 7.01 Unit Operator shall, subject to the provisions hereof
Duties

and orders given or imposed by the Operating Committee
as herein provided;

(a) Have exclusive charge, management and control of the
development, operation and production of the Unitized
Strata, and shall have the right and duty to conduct
all operations in connection therewith including, but
not limited to the following: the drilling, operat-
ing, maintaining, repairing, suspension and gbandon-
ment of all Unit Operated Wells whether for produc-
tion, injection or water supply, including wells
drilled after the date hereof and wells taken over
under the provisions hereof; and the installation,
construction and operation of Unit Facilities of
whatsoever character necessary or convenient for the

conduct of operations hereunder;
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Hiring of
Employees

(b)

(c)

(d)

(e)

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

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

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

Freely consult with the Operating Committee and keep
it advised of all matters arising in connection with
unit operations, which Unit Operator, in the exer-
cise of its best judgment, considers important, Unit
Operator shall furnish to the members of the Operat-
ing Committee such reports in connection with unit

operations as the Operating Committee may direct.

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

Unit Operator's
Authority for
Expenditures

7.03

7.04

miss and pay and supervise all employees required for
the operations hereunder and shall determine the
hours of labour and compensation to be paid to such
employees, Such employees shall be the employees
solely of Unit Operator.

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

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

any such actlion or making such expenditures, Unit
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tnit Operator
to Have Rights
of Working

Interest Owner

Change of
Operator

Release from
Duties

7.05

7.00

(a)

(b)

(¢)

7.07

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

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

as Unit Operstor as long as it continues to own a
working interest in the Unit Area.

Unit Operator:

Shall forthwith cease to act as Unit Operator in the
event it should become bankrupt or insolvent, or make
any general assignment for the benefit of creditors;
May be removed as Unit Operator by an affirmative
vote of members of the Operating Committee repre-
senting Working Interest Owners, other than Unit
Operator, who own at least eighty-five percent (85%)
of the remaining Participating Interests;

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

In the event of a removal or resignation of Unit
Operator pursuant to paragraphs (b) or (c) of
Section 7.06, Unit Operator shall be released from
its duties and obligations hereunder at the hour of
gseven o'clock in the forenoon, official time on the

first day of the calendar month following the expir-
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Surrender of
Operating
Rights

7.08

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

Unit Operator.

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

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

Audit

Common Account

acerued prior to the effective time of the change
of Unit Operator and for which the preceding Unit
Operator shall, notwithstanding its release or
discharge, continue to remain liable.

7.09 Forthwith upon the removal or resignation of Unit

Operator, or at any time when there is no Unit Opera-
tor, the Operating Committee shall select a successor

Unit Operator to take office contemporaneously with

the effective time of the release from its duties

of Unit Operator.

7.10 The Operating Committee shall cause an audit of the

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

the appointment of a successor Unit Operator.

PART VIIIL

EXPENDITURES AND LIABILITIES

8.01L Unit Operator shall set up a Common Account on be-

Lhalf of the Working Interest Owners for all costs

and expenses incurred by it and all monies received

by it in conmnection with the development and opera-

tion of the Unit and all of the said costs and ex~

penses shall be charged, and all of the said monies

shall be credited to the Working Interest Owners in

accordance with the provisions hereof.
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Charges to 8.02 Subject to the other provisions hereof, all costs,

Common Account
expenses and liabilities, whether contractual or
tortious, incurred by Unit Operator on account of the
operations hereunder shall be for the Common Account
and shall be borne by the Working Interest Owners in
proportion to their respective Participating Inter-
ests,

For the purposes of this Plan capital expendi-

tures shall be as determined by the Operating Com

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

under. Unit Operator shall bill each Working Interest
Owner for its share of all costs and expenses and
each Working Interest Owner shall reimburse Unit
Operator for its share of such costs and expenses in
accordance with the provisions of Part XXVI hereof.
Each Working Interest Owner shall pay all such bills
within thirty (30) days after receipt thereof, and
should any Working Interest Owner fail to pay its
proportionate share of such coste and expenses with-
in the said thirty (30) day period, the unpaid
amount shall, at Unit Operator's discretion, bear
interest at a rate equivalent to the prime lending
rate of interest then quoted by the chartered bank

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

(1%) per annum, such interest to be calculated from
the end of the said period until paid, and shall be
for Unit Operator's sole account, and Unit Operator
shall have the rightat its option at any time there-
after, such default continuing, to enforce the lien
hereinafter provided for upon the respective inter-

ests of such Working Interest Owmer.

8.04 As soon as practicable after the Effective Date here-

of, Unit Operator shall prepare a budget of estimated
costs and expenses for the remainder of the then cur-
rent calendar year and for the ensuing calendar year
1f the Effective Date is later than October 31, 1975,
and on or before the first day of each November after
the Effective Date shall prepare a budget of estima-
ted costs and expenses for the ensulng calendar year,
Such budget shall set forth the estimated costs and
expenses by guarterly periods., Budgets so prepared
shall be subject to adjustment and correction by the
Working Interest Owners from time to time whenever it
shall appear that an adjustment or correction is pro-
per; PROVIDED, HOWEVER, that if Unit Operator's total
expenditures for the year are within ten percent (10%)
of those costs and expenses approved in any budget,
such expenditures shall be considered as having been
approved. A copy of each such budget and adjusted

budget shall be promptly furnished each
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Advances to
Unit Operator
- Capital Furd

8.05

Working Interest Ouwner.

Approval of the budget by the Working Interest
Owners shall constitute authorization to the Unit
Operator to make the expenditures therein detailed,
Unit Operator, in lieu of advancing monies for the
capital expenditures of unit operations may, at its
election, require the Working Interest Owners to
advance their respective proportionate share of such
capital expenditures by submitting to each Working
Intereet Owner on or before the last day of each cal-
endar month an estimate of such capital expenditures
for the succeeding calendar month based on an approved
budget of estimated costs and expenses or authority
for expenditure together with a request for payment
of such proportionate share., Within fifteen (15)
days from the recelpt of such request each Working
Interest Owner shall pay its proportionate share to
Unit Operator, If any Working Interest Owner defaults
in raspect to such request for payment the same shall,
at Unit Operator's discretion, bear interest at a rate
equivalent to the prime lending rate of interest then
guoted by the chartered bank used by Unit Operator in
Manitoba plus one percent (1%) per annum, such inter-
est to be calculated from the end of the said fifteen

(15) day' period until paid, which interest shall be
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Advances to
Unit Operator
-~ Operating Fund

8.06

for the Unit Operator's sole account., The accounts
between the Working Interest Owners shall be adjusted
to actual costs by Unit Operator in the month's
statement following the month covered by the estimate,
Unit Operator, in lieu of advancing monies for the
costs and expenses incurred in the maintenance and
operation of the Unit Area may, at its election, re-
quire the Working Interest Owners to advance their
respective proportionate share of such costs and ex-
penses by submitting to each Working Interest Owner
on or before the last day of any calendar month g
request for an operating fund equal to one-twelfth
(1/12th) of the expenses as approved in the annual
budget of estimated expenditures for the unit oper-
ation, Within thirty (30) days from the receipt of
such request, each Working Interest Owner shall pay
its proportionate share to Unit Operator. If any
Working Interest Owner defaults in respect of such
request for an operating fund, the same shall, at
Unit Operator's discretion, bear interest at a rate
equivalent to the prime lending rate of interest then
quoted by the chartered bank used by Unit Operator in
Manitoba plus one percent (1%) per annum, such inter-
est to be calculated from the end of the said thirty

(30) day' period until paid, which interest shall be
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for the Unit Operator's sole account. After the es-
tablishment of this operating fund, which will be
separate from that required in Section 8.05 hereof,
and which shall at no time exceed one (1) month's es-
timated expenditures, each W king Interest Owner
shall remit to the Unilt Operator its proportionate
share of each month's actual billing within thirty
(30) days of receipt, thus maintaining the operating
fund intact. The adequacy of the fund in relation to
current expenses will be reviewed annually or more
often upon request by a Wor king Interest Owner and
adjustments made as required.

Unit Operator's 8.07 Unit Operator shall, subject to sub-section (4) (k)

Lien (i) (A) and (B) of Section 76 of "The Mines Act",
have a lien upon the interest of each Working Interest
Owner in any unsold Unitized Substances, upon the pro-
ceeds of the sale of any Unitized Substances, and up-
on the interest of each Working Interest Ouner in the
Unit Facilities and upon the title of each Working
Interest Owner to and in the Unit Area and thne Unit-
jzed Strata. Such lien shall have priority over any
lien by any Working Interest Owner.

In the event of the failure of any Working

Interest Owner to pay its share of the costs and ex-

penses incurred hereunder when due, as provided here-
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in, Unit Operator shall be entitled at any time, and
from time to time, to collect and receive the proceeds
of the sale of all or any part of such Working Int-
erest Owner's share of the Unitized Substances, in-
cluding the proceeds from previously executed sale
contracts made by or for such defaulting Working
Interest Owner, Unit Operator shall apply all such
sums so collected against the defaulting Working
Interest Owner's unpaid bills, the excess of such
proceeds over the unpaid bills, if any, to be paid
to the Working Interest Owner entitled thereto and
all sums so applied shall be considered as received
irom such defaulting Working Interest Owner within
the meaning of the provisions contained in Section
8.08 hereof relating to contributions by the other
Working Interest Owners to Unit Operator in the case
of default in payment when due, Unit Operator may
likewise take any other credit due any such default-
ing Working Interest Owner purguant hereto and apply
the same against amounts due from such Working Int-
erest Owner. The rights granted to Unit Cperator in
this Section shall not be construed as exclusive
remedies but shall be in addition to all rights,
privileges and remedies afforded Unit Operator by

other provisions hereof and by law. Service of a
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Contributions

to Unit Operator
Upon Failure to
Collect Certain
Debts

8.08

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

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

If Unit Operator shall not have received full reimbur-
sement for any indebtedness that may become due and
payable by any Working Interest Owner to Unit Operator
after reasonable efforts by Unit Operator to obtain
such reimbursement, each of the Working Interest
Owners, upon the request of Unit Operator, shall, un~-
less contrary to any then existing law, contribute to
the reimbursement of Unit Operator the portion of any
such unsatisfied amount equal to the portion that such

Working Interest Owner's Participating Interest bears
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Pre-unit
Expense

Commingling
of Funds

Responsibility
for Payments

8.09

8.10

to the total Participating Interests of all of the
Working Interest Owners exclusive of the Participating
Interest of the defaulting Working Interest Owner;
and thereupon, each Working Interest Owner so contri-
buting shall be proporticmately subrogated to Unit
Operator's right and lien under Section 8.07 hereof.
Each Working Interest Owner shall pay a part of the
reasonable cost, as approved by the Operating Commit-
tee, of unitizing the Unit Area in proportion to its
Participating Interest hereunder,

No funds received by Unit Operator hereunder need bhe
segregated by Unit Operator or maintained by it as a

joint fund but may be commingled with its own funds,

PART IX

RESPONSIBILITY FOR PAYMENTS

9.01

Each Working Interest Owner shall pay or be respon-
sible for the payment of and shall indemnify all
other Working Interest Owners, including Unit Opera-
tor, against any liability for any Lease rentals,
taxes, (excepting any taxes assessed on Unit Facil-
ities which shall be paid by Unit Operator and
charged to the Common Account), royalties, overrid-
ing royalties, oll payments, net profit contracts and
all payments out of, or burdens on, the Lease or

Leases and Tracts contributed by it and received into
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the Unit Area.

PART X

DELIVERY (F WELLS AND EQUIPMENT -
OWNERSHIP OF UNIT FACILITIES

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

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

ing through Unit Operator, the exclusive use for all
purposes of all of its Salt Water Disposal Wells
shown listed in Part XXI hereof which in the opinion
of the Operating Committee, are in bona fide use as
of the Effective Date and all wells, both active and
inactive that it has in the Unit Area, together with
all information, or true copies thereof, that it has
obtained in connection with the drilling, testing,
completing and operating of said contributed wells,
such as drilling logs, electrical logs, records of
coring, testing and special work of every nature,
laboratory analyses, records of the amount of produc-
tion obtained and all other information pertinent to
the said wells and Leases of the Working Interest
Owvners. 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 comnection with its
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Warranty

16.02

operations in the Unit Area,
Unit Operator shall, within sixty (60) days of the
delivery of any well, or wellsite and operating equip-
ment, carry out such tests as may be necessary to
determine its mechanical condition as of the Effec-
tive Date and, in the event any such well or wellsite
and operating equipment is in sound mechanical condi-
tion it shall be accepted by Unit Operator and therco-
upon become a Unit Operated Well, or Unit Facility,
In the event that any such well or wellsite or oper-
ating equipment is not in sound mechanical condition
as determined by the Operating Committee, the Working
Interest Owner who contributed such well or wellsite
and operating equipment shall, within thirty (30)
days after being requested to do so by Unit Operator
as instructed by the Operating Committee, install the
equipment necessary to place such well or wellsite
and operating equipment in sound mechanical condition
or pay to Unit Operator, for the credit of the
Common Account, in cash, the cost of purchasing
and/or installing such equipment,

Within sixty (60) days of the delivery of any
roads, dikes, ditches, fire walls, pits, and fences
Unit Operator shall determine which of them, if any,

require additional expenses in order to permit effi-
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Controllable
Material

10.03

cient operation or to comply with government regula-
tions or to honour surface leases. Unit Operator
shall prepare an estimate of expenditure and after
approval of the Operating Committee, the Workiag
Interest Owner who contributed the properties at
fault shall perform the work at its own cost and ex-
pense, or if such Working Interest Owner elects not
to perform the work it shall be done by Unit Operator
and charged to the Working Interest Owner at fault.
As of the Effective Date all wellsite and operating
equipment and salt water disposal facilities in, on
and serving the Unit Area used in the normal opera-
tion of the Unit Operated Wells as required by the
Operating Committee shall be delivered to and taken
over separate and apart from the unitization of the
working interests and production affected herein and
shall become Unit Facilities.

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

For the purpose of this Part X "Controllable

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

10.04

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

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

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

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

List of Ease-
ments, etc,

Unit Operator
to Advise Surface
Rights Required

10.05

11.01

11.02

defined in Part XXVI, by the Inventory Committee and
submitted to the Operating Committee who will deter~
mine the percentage of current new price which should
be attributable to such Controllable Material., Copics
of these priced inventories will then be furnished

to all Working Interest Owners for their approval,
Upon approval of the priced inventories report by

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

which is equal to its Participating Interest.

PART XI

SURFACE RIGHTS

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

Unit Operator shall, as soon as reasonably possible
after the receipt of the aforesaid lists, advise
each Working Interest Owner in writing which, if any,
of its said surface rights will be required for the
operations hereunder., Each Working Interest Owner
shall, upon request in writing by the Unit Qperator,
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assign such rights to Unit Operator. Amny such assign-
ment shall, unless contrary to any then existing law,
contain a provision permitting the assignor of the
same the use thereof for exploration and production
operations for strata other than the Unitized Strata
without interfering with unit operationms,

Surrender of 11.03 Unit Operator may also from time to time surrender

Surface Rights
said surface rights, or any of them, that are no
longer required for the operations hereunder, provided
that Unit Operator shall have cleaned up the surface
to the satisfaction of any governmental body having
jurisdiction with respect thereto and PROVIDED,
FURTHER, that Unit Operator shall give the Working
Interest Owner who assigned the same sixty (60) days'
notice of surrendering such surface rights and such
Working Interest Owner may elect to receive from
Unit Operator an assignment of such surface rights.
Any surface rights not required for the operations
hereunder may be held or disposed of by the Working
Interest Owner holding the same in such manner as it

may deem fit.

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

liabilities accruing in connection therewith shall

be for the Common Account.
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Fee Simple

Unit Operator
May Acquire
Additional
Surface Rights

11.05

11.06

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

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

Unit Operator shall also have the right to acquire
such additional surface rights as are necessary for
the operations hereunder, and the expense thereof,
including rentals, shall be charged to the Common
Account,

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

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

of shall be charged or credited to the Common Account,

PART XIIL
INDEMNITY
Liability for 12,01 In the event any Working Interest Owner does not
Loss of Title
have the right to develop and operate any Tract in
which such Working Interest Owner claims to have a
working interest insofar as such Tract comprises the
Unitized Substances, any loss resulting therefrom
shall be borne by the contributing Working Interest
Owner and to that end, such Working Interest Owner
shall indemnify and hold harmless Unit Operator and
all other Working Interest Owners from any and all
liability, loss, cost or damage sustained by them
and resulting from the failure to have such right;
PROVIDED, HOWEVER, that to the extent that such
liability, loss, cost or damage is based upon the
value of the Unitized Substances produced from such
Tract, such indemnity shall be limited to an amount
equal to the value of that portion of Unitized Sub-
stances allocated hereunder to such Tract.
Maintenance 12,02 Each Working Interest Owner shall do all necessary
of Leases
acts and things and make all payments required in

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

12,03

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

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

in the event any Working Interest Owner shall fail

or refuse to do any act or thing or make any payment
required as aforesaid, Unit Operator, with the
approval of the Operating Committee, on behalf of and
for the Common Account, shall have the right to per-
form such act or make any such payment so required as
aforesaid, and thereupon any monies expended by Unit
Operator in connection therewith shall be charged to
the account of such Working Interest Owner, and Unit
Operator shall have the same rights and privileges
with respect to enforcing the payment of such amounts
owed by such Working Interest Owner as are given to
Unit Operator with respect to any other amount owed
by a Working Interest Owner to Unit Operator here-
under,

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

cause of action arising in consequence of any failure
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Titles
Committee

13.01

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

with respect thereto.

PART XII1

APPROVAL OF TITLES

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

to all Tracts in the Unit Area. Each Working
Interest Owner in the Unit Area, shall, upon request,
submit to the Titles Committee all title data and in-
formation as may be requested by the Titles Committee
affecting the title to its Tracts within the Unit
Area. The Titles Committee shall in writing, and
within a reasonable time, recommend to the Operating
Committee the approval or disapproval of title docu-
ments submitted to them pursuant to this Section.
Upon the acceptance of the recommendation of the
Titles Committee by the Operating Committee, the
title documents accepted shall be deemed to have been
approved by the Operating Committee; PROVIDED, THAT,
no approval of title documents by the Operating Com-
mittee shall be construed as a warranty or certifi-

cation of title in and to any portion of the Unit
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Disputes and
Non= approved
Titles

14.01

(a)

(b)

Area or the Unitized Substances,

PART XIV
DLSPUTES
1f 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 Unit Operator and upon
the receipt of such written notice or in the event
that the Operating Committee does not approve the
title documents to any Tract as in Section 13.01
provided, Unit Operator shall:
sell the Unitized Substances allocated to the Tract
in respect of which the title documents have not been
approved by the Operating Committee, or in respect of
which the dispute arises;
pay out of the proceeds of the sale
i) the portion of the costs and expenses allocated
or apportioned to the Tract, and
i1) the amount of money properly payable to the
Royalty Owner of the Tract pursuant to the provi-
sions of this Section and the Lease pertaining
to the Tract (unless any such dispute involves
the ownership of the royalty interest in the
Tract) and such payment shall be deemed conclu-

sively to be a payment by the person who is sub-
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Filing

Plan Binding
on Successors

(c)

15.01

16,01

sequently declared to be the owner of the work-
ing interest in such Tract on a final determin~
ation of the dispute;
pay the balance of the proceeds to a trust company
to be held by it until settlement has been reached
by the persons interested therxein or until a judge of
Her Majesty's Court of Queen's Bench for Manitoba has
made an order with respect thereto,
In the event that any such dispute results in a
change of ownership in a working interest in a Tract
such change shall not retroactively affect any vote

taken pursuant to the terms of Part VI hereof.

PART XV

FILING
Init Operator shall file this Plan with the Depart-
ment of Mines, Resources and Environmental Management
for the Province of Manitoba and with the appropriate
Land Titles Office for the Province of Manitoba in

accordance with the provisions of '"The Mines Act",

PART XVI

TRANSFER OF INTEREST

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

which the same shall have been acquired,
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Assignments,
etc. Subject to
Terms of Plan

When Change
of Ownership
Binding

16,02 Any disposition of any interest owned by any Working

16,03

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

No change in ownership of any interest or rights
hereunder (by whatever means accomplished) of any
Working Interest Qwner shall be binding on Unit Oper-
ator or the other Working Interest Owners until Unit
QOperator has been furnished with notice of such
change by the person claiming the benefit thereof,
and such change shall become effective at seven
o'clock in the forenoon, official time, on the first
day of the month following the month in which the
person acquiring such interest delivers to Unit

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

16. 04

instruments, documents and other information neces-
sary in Unit Operator's opinion to establish a com
plete chain of title, No other kind of notice,
whether actual or constructive, shall be binding on
Unit Operator or the other Working Interest Owners.
Notwithstanding the foregoing, no interest in the
Unit shall be disposed of unless such transaction
shall include a like disposition of a related interest
in the Unit Facilities and likewise, no dispositiocn
of any interest in the Unit Facilities shall be
effective unless such transaction shall include a
like dispogition of a related working interest in

the Unit Area, it being the intention hereunder that
no working interest in the Unit Area shall be owned
apart from a related interest in the Unit Facilities,
and vice versa.

No Working Interest Owner shall dispose of an
interest in the Unit Area unless such disposition
shall cover its entire interest in a Tract which is
subject thereto, or covers an undivided interest in
its entire interest in each such Tract.

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

concerned,
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Asgignment not
to Relieve from
Obligations

Unit Operator
not to Assign
Rights

No Surrender
of Lease
Without Consent

What Term
"disposition"
Includes

16,05 No disposition shall operate to relieve any Working

16.06

16.07

16.08

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

Unit Operator shall not assign its right to conduct
operations hereunder unless such assignment is made
a part of and to the same assignee as the assignment
of all of its interests in the Uniti;ed Strata and
the Unitized Substances.

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

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

The term "disposition" as used in this Part shall
not apply to a disposal by way of mortgage, pledge or
hypothecation; PROVIDED THAT, the mortgagee or
pledgee shall hold its security subject to all the
terms of this Plan and upon any realization or fore-
tlosure of the security, the purchaser, mortgagee or
pledgee, as the case may be, shall become bound by

all the terms of this Plan,

- 49 -



Access to
Unit Area

Plan Affects
Only Unitized
Strata

PART XVII1

INDIVIDUAL RIGHTS AND PRIVILEGES
OF THE WORKING INTEREST OWNERS

17.01

17.02

Each Working Interest Owner shall be entitled, at its
own sole risk and expense, to have access to the Unit
Area at all reasonable times upon notice to Unit Oper-
ator for the purpose of inspecting and observing unit
operations, to have access at all reasonable times
upon notice to Unit Operator tc any and all informa-
tion pertaining to the Unit Operxated Wells, the re-
cords of production and the records of all other unit
operations, to be present during the drilling, tcst-
ing and completion of all Unit Operated Wells, and

to make copies of well logs, drilling progress and
casing reports, and reports of production and storage.
The presence of a Working Interest Owner or its rep-
resentative on the Unit Area or on the premises and
their activities in connection therewith shall be at
the sole risk and expense of such Working Interest
Ouner.

This Plan affects only the Unitized Strata. Each
Working Interest Owner may, to the extent it may
otherwise be entitled, conduct, at its own cost, risk
and expense, operations on its Tracts for the dis-
covery and/or production of other than Unitized Sub-

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

17.03

shall be conducted in such a manner as to interfere
as little as possible with the operations hereunder.
Such Working Interest Owner shall take all reasonable
precautions customary in the industry and as may be
required by the Conservation Board and by Unit Oper-
ator to protect from waste, pollution, drainage and
damage the Unitized Substances and the Unitized
Strata.

If Unit Operator, with the approval of the Operating
Committee, should decide to abandon any Unit Operated
Well prior to the termination hereof, Unit Operator
shall give to the Working Interest Ouner of the Tract
on which such well is located written notice of such
decision, stating whether or not a drilling rig is in
place at such well, and said Working Interest Owner
shall have the right and option for a period of forty-
eight (48) hours if a drilling rig is in place, or a
period of sixty (60) days if no drilling rig is in
place, after receipt of such notice to notify Unit
Operator of its election to take over said well, and
deepen or plug back said well to other than the
Unitized Strata. Within ten (10) days after saiad
Working Interest Owner has so notified Unit Operator,
said Working Interest Owner shall pay to Unit Opera-

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

(b)

(c)

accordance with the provisions of Part XXVI hereof
less the cost of salvaging the same as estimated and
fixed by the Operating Committee, and at the same
time shall agree by letter addressed to Unit Operator;
to case or seal off the Unitized Strata in sald well
in an efficient and workmanlike mannetr and in accord-
ance with the applicable laws, rules, regulations and
orders;

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

on the ultimate abandonment of said well, to plug

and abandon it in a workmanlike manner and in accord-
ance with the applicable laws, rules, regulations and
orders.

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 Area in accordance with its Tract Participa-
tion despite the cessation of the production there-
from and the abandonment of any Unit Operated Well
or all wells thereon. In the event that the Working
Interest Owner of such Tract does not elect to take
over such well, Unit Operator shall proceed properly

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

Insurance

Contractor's
Insurance

18.01

18.02

18,03

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

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

occupler thereof.

PART XVIIL

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

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

Unit Operator's
Liability

18.04

18.05

Compensation in the Province of Manitoba and to carry
such insurance as may be from time to time approved
by the Operating Committee.

Unit Operator may settle any claim arising out of

unit operations and not discharged by insurance as
herein provided, but no claim shall be settled by Unit
Operator in an amount in excess of Five Thousand
Dollars ($5,000.00) unless Unit Operator first obtains
the approval of the Operating Committee to such
settlement.

Unit Operator, as such shall not be liable to the
Working Interest Owners for any loss or damage except
for loss or damage resulting from gross negligence or
wilful misconduct of Unit Operator, or any of its
employees exercising supervisory functions, and each
Working Interest Owner proportionate to its Partici-
pating Interest herein, hereby indemnifies and holds
harmless Unit Operator, as such, against any claim of,
or liability to, any third person resulting from any
act or omission of Unit Operator in acting upon in-
structions from the Operating Committee expressed or
implied or otherwise in carrying out the provisions
hereof; PROVIDED, HOWEVER, that Unit Operator shall
not be indemnified or held harmless for any loss,

damage, claim or liability resulting from the gross
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No Right of
Partition

Force Majeure

19.01

19.02

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

Operating Committee,

PART XIX

GENERAL
No Working Interest Owner or Royalty Owner shall
claim the benefit of any laws or statutes of the
Province of Manitoba relating to partitioning of real
or personal property and mo person shall resort to
any action at law or im equity to partition the afore-
said Unit Facilities and lands affected by this Plan,
including the Unitized Strata.
All obligations hereunder shall be suspended while,
but only so long as, any person is prevented from
complying therewith, in whole or in part, by strikes,
lockouts or other industrial disturbances, fire,
explosion, war, civil disturbances, tempest, floods,
acts of God, or the Queen's enemies, unavoidable
accidents, uncontrollable delays in tramsportation,
Federal, Provincial or Municipal laws, rules, regula-

tions or orders, inability to obtain necessary

- 55



No Co-operative
Marketing

Titles
Unaffected by
Unitization

Duties
Separate not
Joint or
Collective

19.03

19.04

19.05

materials in open market, inadequate facilities for
the transportation of materials or for the disposition
of Unitized Substances, or any other cause, whether
similar or dissimilar to the foregoing, beyond the
reasonable control of such pérson; PROVIDED, HOWEVER,
that performance shall be begun or resumed within a
reasonable time after such cause has been removed;

and PROVIDED, FURTHER, that no person shall be re-
quired against its will to adjust or settle any lfbour
dispute; and also PROVIDED, FURTHER, that lack of
funds shall not be construed as a cause beyond the
reasonable control of any person. This Flan shall

not terminate while operations hereunder are prevented
by reason of any of the aforesaid causes.

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

or marketing of Unitized Substances.

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

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

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

bilities.

Individual 19,06 Except as otherwise expressly provided herein, each
Obligation

Working Interest Owner shall be individually respon-

sible only for its own obligations as set out herein,

and shall be liable only for its proportionate share

of the costs and expenses and liabilities.

PART XX
TERM OF PLAN

Term of Plan 20.01 This Plan shall remain in full force and effect so

long as Unitized Substances are produced or are cap-
able of being produced from the Unitized Strata in
paying quantities and as long as operations are con-
ducted on the Unit Area, and thereafter until all Unit
Operated Wells have been abandoned and plugged, or
otherwise disposed of, and all personal property has
been salvaged and all real estate has been disposed
of by Unit Operator. Notwithstanding anything herein
contained, this Plan shall, subject to the approval
of the Conservation Board, terminate and be at an end
upon the concurring vote of a majority of the Working
Interest Owners owning at least ninety-five percent
(95%) of the Participating Interests and such vote
shall be binding upon all the Working Interest Owners

and Royalty Owners.
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Rights on
Termination
of Plan

Salvage Costs

20.02

20.03

Upon the termination of this Plan, all rights in and
to the Tracts shall revert to the owners and lessees
thereof, and Unit Operatox shall arrange for the
salvaging, liquidation and other distribution of the
Unit Facilities. The owner of the working interest
in any such Tract desiring to take over and continue
to operate a Unit Operated Well located thereon may
do so by notifying Unit Operator in writing of its
election to take over said well and by paying Unit
Operator, for the benefit of all Working Interest
Owners, the 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, liquidatiom, or other distribution of

assets and properties used in the development and
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On Termination 20.04
of Plan -

Operation Shall

Cease

Working Interest 20.05
Owners to Advise
Royalty Owners

of Termination

Rehearing, 20.06
Amendments,
etc.

(a)

(b)

(c)

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

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

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

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

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

that such application should be heard.
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PART XXI

WELLS DELIVERED TO UNIT OPERATOR PURSUANT TO PART X

Chevron Bast Daly Prov, 13-6-10-27 Chevron Daly Prov, 16-10-10-28
Rundle Lincoln Daly 4~7-10-27 Chevron Daly Prov, 1-11-10-28
Chevron Daly 5-1-10-28 Chevron Daly Prov. WIW 2-11-10-28
Chevron Daly WIW 10A-1-10-28 Chevron Daly Prov, 3-11-10-238
Chevron Daly 11-1-10-28 Chevron Daly Prov, 4-11-10-28
Chevron Daly WIW 12-1-10-28 Chevron Daly Prov. 5-11-10-28
Chevron Daly 13-1-10-28 Chevron Daly Prov. WIW 6-11-10-23
Chevron Daly WIW 14-1-10-28 Chevron Daly Prov. 7-11-10-28
Chevron pPaly 15-1-10-28 Chevron Daly Prov. WIW 8-11-10-28
Chevron Daly WIW 16-1-10-23 Chevron Daly Prov. 9-11-10-28
Chevron Haskett Daly 5-2-10-28 Chevron Daly Prov. WiW 10-11-10-23
Chevron Daly 7-2-10-28 Chevron Daly Prov., 11-11-10-28
Chevron Daly 8-2-10-28 Chevron Daly Prov. WIW 12-11-10-28
Scurry Haskett Daly 9-2-10-28 Chevron Daly Prov, 13-11-10-28
Seurry Haskett Daly 10-2-10-28 Chevron Daly Prov. WIW 14-11-10-28
Chevron Haskett Daly SWD 12-2-10-28 Chevron Daly Prov, 15-11-10-28
Chevron Haskett Daly 13-2-10-28 Chevron Daly Prov., WIW 16-11-10-28
Chevron Haskett Daly 14-2-10-23 Chevron Daly Prov, 1-12-10-28
Chevron Daly 15-2-10-28 Chevron Daly Prov. WIW 2-12-10-28
Chevron Daly WIW 16-2-10-28 Chevron Daly Prov. 3-12-10-28
Chevron Daly Prov. 9-10-10-28 Chevron Daly Prov., WIW 4-12-10-28
Chevron Daly Prov, 10-10-10-28 Chevron Daly Prov, 5-12-10-28

- 60 -



Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Scurry Jones

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Daly Prov. WIW 6-12-10-28

Daly Prov. 7-12-10-28

Daly Prov. WIW 8-12-10-28

Daly 9-12-10-28

Daly WIW 10-12-10-28
Daly 11-12-10-28

Daly WIW 12-12-10-28
Daly 13-12-10-28
Daly WIW 14~12-10-28
Daly 15-12-10-28
Daly 16-12-10-28
Daly 1-13-10-28
Daly 2-13-10-28
Daly 3-13-10-28
Daly WIW 4~13-10-28
Daly 5-13-10-28
Daly 6-13-10-28
Daly 7-13-10-28
Daly 10-13-10-28
Daly 11-13-10-28
Daly 12-13-10-28
Daly 13-13-10-28
Daly 14-13-10-28
Daly 15-13-10-28

Daly WIW 2~14-10-28
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Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

Chevron

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

North Daly 7-24-10-28



PART XXII

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

TRACT TRACT
_NO. LEGAL DESCRIPTION _NO. LEGAL DESCRIPTLON
TOJNSHIP 10, RANGE 27 WEM TOINSHLP 10, RANG 28 WPM
13-6 LSD. 13, SECTION 6 16-2 LSD. 16, SECTION 2
4-1 LSD. 4, SECTION 7 9-10 LSD. 9, SECTION 10
TOWNSHIP 10, RANGE 28 WEM 10-10 LSD. 10, SECTION 10
10-1 LSD. 10, SECTION 1 16-10 LSD. 16, SECTION 10
11-1 LSD. 11, SECTION 1 1-11 1SD. 1, SECTION 11
12-1 LSD, 12, SECTION 1 2-11 LSD, 2, SECTION 11
13-1 LSD. 13, SECTION 1 3-11 LSD. 3, SECTION 11
14-1 LSD. 14, SECTION 1 411 LSD, &, SECTION 11
15-1 LSD. 15, SECTION 1 5-11 LSD. 5, SECTION 11
16-1 LSD. 16, SECTION 1 6-11 LSD, 6, SECTION 1l
5-2 LSD. 5, SECTION 2 7-11 LSD. 7, SECTION 11
7-2 LSD, 7, SECTION 2 8-11 LSD, 8, SECTION 11
8-2 LSD. 8, SECTION 2 9-11 LSD. 9, SECTION 11
9-2 LSD, 9, SECTION 2 10-11 LSD. 10, SECTION 11
10-2 LSD. 10, SECTION 2 11-11 1sb. 11, SECTION 11
12-2 LSD. 12, SECTION 2 12-11 LSD, 12, SECTION 11
13~2 LSD. 13, SECTION 2 13-11 LSD, 13, SECTION 11
14-2 LSD, 14, SRCTION 2 14-11 18D, 14, SECTION 11
15-2 LSD. 15, SECTION 2 15-11 LSD. 15, SECTION 11
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TRACT
NO.

16-11
1-12
2-12
312
4-12
5-12
6-12
7-12
8-12
5-12

10-12

11-12

12-12

13-12

14-12

1512

16-12 -

1-13

2-13

3-13

4~13

5-13

LEGAL DESCRIPTION
TOWNSHIP 10, RANGE 28 WPM

LSD. 16, SECTION 11

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.,

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LSD.

LsD,

LSD.

LsD.

LSD.

SECTION 12
SECTION 12
SECTION 12
SECTION 12
SECTION 12
SECTION 12
SECTION 12
SECTION 12
SECTION 12
SECTION 12
SECTION 12
SECTION 12
SECTION 12
SECTION 12
SECTION 12
SECTION 12
SECTION 13
SECTION 13
SECTION 13
SECTION 13

SECTION 13

- 63 -

TRACT

6-13
7-13
10-13
11-13
12-13
13-13
14-13
15-13
2-14
3-14
414
5-14
6-14
8-14
12-14
1-23
8-23
9-23
2-24

7-24

LEGAL DESCRIPTION

TOWNSHIP 10, RANGE 28 WPM

LSD.

LSD.

LSD.

LSD.

LSD.

LSD,

LSD,

LSD.

LSD.

LSD,

LSD.

LSBb.

LSD.

L8D.

L8D.

LSD.

LSD.

LSD.

LSD.

LSD.

6,

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

15,

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTLON

SECTION

SECTION

SECTION

SECTTON

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

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

24



PART XXI1I
MAP OF UNIT AREA

T.10

R. 28 R. 27TWPM
i
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7
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PART XXIV

TRACT NUMBER  TRACT PARTICIPATION TRACT NUMBER  TRACT PARTICIPATION
13-6 0.01616 16-10 0.00863
4=7 1.22131 1-11 2,45326
5-1 0.02487 2-11 1.15087
10~-1 0.48281 3-11 0.60190
11-1 0.00471 4-11 1.89310
12-1 0.91156 5-11 0.05429
13-1 2.54215 6-11 0.46398
14~-1 1.61759 7-11 1.13491
15-1 1.92143 8-11 2.08794
l16-1 0.80343 9-11 1.39656
5~2 0.42873 10-11 1.05369
7-2 0.02991 11-11 0.41815
8-2 2.85858 12-11 0,25038
9-2 1.71158 13-11 3.20608
10-2 1.11106 14-11 0.89667
12-2 0.01919 15-11 1.30431
13-2 1.01903 16-11 0.91543
14-2 1.71441 1-12 2.15746
15-2 1.11773 2-12 1.71274
16-2 1.68171 3-12 2.95956
9-10 0,97629 412 1.50093
10-10 1.50184 5-12 4.17155
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TRACT NUMBER TRACT PARTICIPATION TRACT NUMBER CT PARTIGIPATIO

6-12 2.,17309 2-14 0.78910
7-12 1.23771 3-1. 2.82751
8-12 0.41493 414 0.11683
g-12 0.61167 5-14 0.06811
10-12 1.28101 6-14 0.71363
11-12 1.86142 8-14 0.21230
12-12 1.90454 12-14 0.05587
13-12 1.01302 1-23 1.93283
14-12 1.12006 8-23 2.23047
15-12 2.62493 9-23 1.32361
16-12 1.30257 2-24 0,03952
1-13 0.04907 71-24 0.04442
2-13 2,50089

3-13 0.04058

4-13 0.46538

5~13 1.19554

6~13 4,08705

7-13 0.03904

10-13 3.54338

11-13 0.08092

12-13 2.63443
13-13 0.08486

14-13 2,12763

15-13 1.74356
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PART XXV

PARTICIPATING INTERESTS

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

Interest Owners and title by the Operating Committee under Part XIIL
Participating

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

the Working Interest Owners, Schedules setting

out the Working Interest Owners of the Tracts and

the Participating Interests in the Unit. Upon the
approval of the Operating Committee the Unit Operator
shall cause such Schedules to be published in ome
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 "A"

"Condition "BY

PART XXVI

ACCOUNTING PROCEDURE

27.01 In this Part:

(a)

(b)

(c)

"Joint Property" shall mean the respective Tracts

and interests of the Working Interest Owners and
where the context so requires shall include all
wells, wellsite and operating equipment and salt
water disposal facilities taken over by Unit Operator
pursuant to Part X 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 - 1,000 feet and over in "A" or “B" condition

Sucker Rods - plain or scrapered - 1,500 feet and
over in "A" or YB" condition

Pumping Unit

Pumping Motor

Automatic controls

Separators

Heaters

Treaters

Tank complete wilith thief hatches

and any other material the Curtrent New Price of

which exceeds One Thousand ($l,000.0?) Dollars.,

"Material' shall mean equipment and supplies,
With respect to classification of material:

(1) New material (Condition "A") being new
material purchased for the Joint Property
but never used thereon, at One Hundred
(1L00%) percent of Current New Price.

(i1} Good used material (Condition *B") being
good secondhand material which is further
usable without reconditioning:

(a) at Seventy-five (75%) percent of Current
New Price if material was charged to
Common Account as new; or

(b) at Seventy-five (75%) percent of Current
New Price less depreciation consistent with
its usage on and service to the Joint
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"condition 'C"

"condition "DV

"Condition "E"

"Temporarily Used
Equipment”

"Current New
Price"

Fixed Asset
Records

Statements
and Billings

Property, if material was originally
charged to the Common Account at Seventy-
five (75%) percent of Current New Price.

(1ii) Other used material (Condition "c"), being

(d)

material which:

(a) after reconditioning will be further service-
able for original function as good second-
hand material (Condition "B"), or

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

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

(iv) Used material (Condition "D'") being material

which cannot be classified as Conditiom "B"
or Condition "C" shall be priced at a value
commensurate with its use.

(v) Junk (Condition "E") being obsolete and unser-
viceable material, at prevalling junk prices in
the district,

(vi) When the use of material is only temporary, and

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

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

26.02 Fixed Asgset Records shall be maintained for all

26.03

Controllable Material as defined in Section 10.03,

Unit Operator shall bill each of the other Working
Interest Owners on or before the last day of each
month for their proportionate share of charges and
credits in respect of unit operatioms during the
preceding month. Such bills shall be accompanied
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by the following statements:
(a) Detailed statement of Controllable Material,

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

(¢c) Detailed statement of all other charges and
credits,

Payments by 26,04 See Sections 8,03, 8.05 and 8.06.
Working Interest
Ouners

Adjustments 26.05 Payments of any such bills shall not prejudice the
right of any Working Interest Owner to protest or
question the correctness thereof. Sub ject to the
exception noted 26,06 below, all bills rendered to
the Working Interest Owners by Unit Operator during
any calendar year shall conclusively be presumed to
be true and correct after Twenty-four (24) months
following the end of any such calendar year, unless
within the said Twenty-four (24) month periad any
Working Interest Owner takes written exception thereto
and makes a written claim on Unit Operator for adjust-
ment. Failure on the part of the Working Interest
Owner to make such a claim on Unit Operator within
such period shall establish the correctness thereof
and preclude the filing of exceptions thereto or
making of claims for adjustment thereon,

Audits 26.06 Any audit committee appointed by the Cperating
Committee, upon notice in writing to the Unit Operator,
shall have the right to audit Unit Operator's accounts
and records relating to the accounting hereunder for
any calendar year within the Twenty-four (24) month
period following the end of such calendar year. The
Working Interest Owners shall have Two (2) months
next following the examination of the Unit Operator's
records within which to take written exception to and
make any and all claims on the Unit Operator. Such
audit committee shall make every reasonable effort to
conduct such auditing in a manner which will result
in a minimum of inconvenience to the Unit Operator.
The cost of such an audit shall be shared by the
Working Interest Owners except Unit Operator. In
addition to the foregoing right, any Working Interest
Owner shall have the right to make an individual audit
at its own cost and expense.
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Charges to 26.07 Subject to the limitations hereinafter prescribed,

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

(a) Salaries, wages and related expenses of Unit

(b)

(c)

(a)

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

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

Unit Operator's current cost of established
plans for employees' group life insurance,
sickness and disability benefits, hospitaliza-
tion, pension, retirement, stock purchases,
thrift, bonus and other benefit plans of like
nature, applicable to such salaries and wages
provided for in paragraph {a) of Section 26.07.
Provided that such charges shall not exceed
fifteen (15%) percent of the total of the salar-
jes and wages charged under paragraph (a) of
Section 26.07. It is agreed, however, that if
this limitation of fifteen (15%) percent shall
be found to be insufficient, the same may be in-
creased from time to time when authorized by a
vote of the Operating Committee.

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

(£)

(1)

(i)

(iii)

(L

(ii)

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

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

No charze shall be made to the Common
Account for moving surplus material to Unit
Operator's warehouse or other storage point
for a distance greater than the distance (o
the ncorest reliable supply store or rail-
way recaiving point, except by specific ap-
proval of the Operating Committee, and no
charge zhall be made to the Common Account
for moving material to other properties be-
longirx to Urit Operator, except by spec-
ific approval of the Operating Committee.

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

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

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

(g) Costs or expenses necessary to replace or repair
Joint Property damaged or lost through fire,
flood, storm or any other cause not controllable
by Unit Operator through the exercise of reason-
able diligence. Unit Operator shall furnish the
Working Interest Owners with written notice of
damage or losses incurred as soon as practical
but not later than fifteen (15) days after re-
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(h)

(i)

»

(k)

port of same has been received by Unit Operator.

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

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

(ii) Fees and expenses of outgide Counsel shall
not be charged to the Common Account ex-
cept where the employment of such outside
Counsel is authorized by the Operating
Committee.

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

Premiums paid for insurance required to be
carried under Section 18.02 together with all
expenditures incurred and paid in settlement
of any and all losses, claims, damages, judg~
ments, and other expenses including legal ser-
vices, not recovered from the Insurer.

Area, Division and Administrative Overhead:

The rates set forth below shall be charged to
the Common Account in lieu of a proporticnate
share of the costs incurred by the Unit Oper-
ator. These costs include, but are not limited
to the following:
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(i) Salaries and expenses of the Unit Operator's
area superintendent and other general area
or field employees, managing officers and
employees of the division and/or principal
office other than those who are directly
engaged on the Joint Property and whose sal-
aries are chargeable to the Common Account
under the provisions of paragraph (a) of
Section 26.07.

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

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

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

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

(b) $55.00 Dollars per day for each
drilling well, wells being plugged
back, drilled deeper, reworked, or
converted to source or input wells;
charges to commence on the date the
well is spudded and terminate when the
drilling rig or service rig as the
case may be is released, except that
no charge should be made during the
suspension of drilling operations for
Fifteen (15) or more consecutive days.

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

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

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

1% of all expenditures over
$100,000.00.

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

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

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

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

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

(ii) Material Furnighed by Unit Operator

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

(a) New Material - Condition 'A"

(1) New material transferred from Unit
Operator's warehouse or other properties
shall be priced at One Hundred (1007) per-
cent of Current New Price.

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

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

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

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

(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 suit-
able for reconditioning,

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

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

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

26.09 Whenever materials are not readily obtainable at the

customary supply point and at Current New Prices be-
cause of national emergencies, strikes or other un-
usual causes over which Unit Operator has no centrol,
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, HOMEVER,
that each Working Interest Owner is notified in writ-
ing prior to the acquisition of such material, where-
upon each Working Interest Owner shall have the right
by so electing and notifying Unit Operator within
Forty-eight (48) hours after receiving notice from
the Unit Operator, to furnish in kind or in tonnage
as may be agreed, at the location, nearest railway
point, or Unit Operator's storage point, within 2
comparable distance, all or part of his share of
material suitable for use and acceptable to Unit
Operator. Transportation costs on any such material
furnished by a Working Interest Owner at any point
other than at the location shall be borne by such
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Warranty
of Material

Unit Operator's
Exclusively Owned
Facilities

Disposal of
Lease Equipment

Inventories

26,10

26.11

26,12

26.13

(a)

(b)

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

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

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

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

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

Regular inventories of Controllable Material shall

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

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

(d)

(e)

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

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

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

be charged to the separate account of the requesting
Working Interest Owner.
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June 22, 1987

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

" Calgary, Alberta
T2P OL7

Dear Sirs:

Re: DNorth Virden Scallion Unit No. 1
Virden Roselea Unit No. 1
Virden Roselea Unit No. 2
Virden Roselea Unit No. 3
Routledge Unit No. 1

Daly Unit No, 3

Your letters of May 27, 1987 and June 1, 1987 relating to
modifications in the Unit Plans for the subject Units are acknowledged with
thanks,

Sincerely yours
ORWENJ.SGNEDBV
l_‘ﬁ .
Vi g nkLCNALD L

- Wm. McDonald
Deputy Chairman

LRD/1k

b.c. Charles §. Kang ,
B. Ball

Petroleum
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Chewsron L
t g Chevron Canada Resources Limited
v 500 - Fifth Avenue S.W., Calgary, Alberta T2P OL7

1987-05-27

R A Pashelka
General Coungel

Plan for Unit Operation
Daly Unit No. 3

The 0i1 and Natural Gas Conservation Board,
Room 309 Legislative Building,

Winnipeg, Manitoba.

R3C OV8

Attention: Mr. Charles S. Kang, Chairman

Dear Mr. Kang:

We wish to advise that the Operating Committee, by Mail Ballot No. 87-2,

has approved amendments to subparagraphs (a) and (b) of Section 26.07 (k)
{(111), effective May 1, 1987, in accordance with Section 6.03 (j) of the

Plan for Unit Operation, as amended by Unitization Order No. 30.

Two (2) coples of revised page 74 of the Plan, reflecting these amendments,
are enclosed herewith for your records.

Yours wvery truly,

/ps
Encls.

JUN -2 "og7

Fii;agi:iififi)



(1)

(i1)

(ii1)

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

Cost of maintaining and operating an area
office and all necessary camps, Including
housing facilities for employees if necessary.
The expense of, less any revenue from, these
facilities shall include depreciation on
investment.

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

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

(a) §5,250 per month plus 5% of the operating
cost for all producing operations.

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

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

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

17 of the expenditure exceeding
$150,000.00.

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

5% of expenditures up to $50,000.00,

- 74 - Revised by Mail Ballot No. 87-2
Effective: May 1, 1987.



