‘HYDRCCARBONS LTD

1300 SUN LIFE PLAZA T
12 - 4th AVENUE S.W.
CALGARY. ALBERTA, CANADA T2P OH3

TELEPHONE (403} 261-0743

July 26, 1989

Royalty Interest Owners
Waskada Unit No. 1
(Addressee List Attached)

Gentlemen:

Re: Waskada Unit No. 1
Unit Agreement Revisions

Enclosed for your records is a revision to Exhibit A in the Waskada Unit No. 1
Unit Agreement. This revision reflects an amalgamation of Masai Minerals
Limited into Triton Canada Resources Ltd.

Yours truly,

OMEGA HYDROCARBONS LTD.

R.A. Brekke \
Chafrman, Operating Committee

c.c.: Unit File
Accounting
Land




WASKADA UNIT NO. 1

Royalty Interest Owners
Addresee List

The Canada Trust Company
230 Portage Avenue
Winnipeg, Manitoba

R3C 2S6

nlparliont of Energy & Niaes
Winevel Reseurce Bivison

Petroleum Branch

550 - 330 Graham Avenue

Winnipeg, Manitoba

R3C 4E3

Que West Resources Ltd.
1110, 910 - 7th Avenue S.W.
Calgary, Alberta

T2P 3N8

PanCanadian Petroleum Limited
150 - 9th Avenue S.W.

P.0. Box 2850

Calgary, Alberta

T2P 255

Triton Canada Resources Ltd.

¢/o Canadian Worldwide Energy Ltd.
4th Floor, 255 - 5th Avenue S.W.
Calgary, Alberta

T2P 3G6




HYDROCARBONS /-

TELEPHONE: (403) 261-0743 630 - 330 FIFTH AVENUE S.W., CALGARY, ALBERTA T2P 0L4

November 1, 1982

Departwent of Energy and Mines
Petroleum Branch

975 Century Street

Winnipeg, Manitoba

R3H OW4

Attention: Mr. Bob Dubreuil

Dear Bob:

RE: Omega Waskada Unit No.l

In response to your letter of October 4, this letter is to explain Omega's
sitvation with respect to water injection at Omega Waskada WIW 6-30-1-25 WPM.
As you are probably aware water injection into both 6-30 and the non-
unit well, 1-30, has been essentially a water disposal system for gquite some
time. As a result of the need to dispose of produced water from other wells
in the field up until about February, 1982 substantially more water has been
injected into 6-30 than what was required to replace voidage. Between March -
June, 1982 the water cuts in the unit wells 3-30, 4-30 and 12-30 rose markedly
and the unit was cycling a large volume of.water.

In July, 1982 it was decided to temporarily suspend water Injection at

6-30 for the following reasons:

1} Whatever we injected at 6-30 we.seemed to recover at the producers very
quickly. This effect was putting a great strain on our facilities
particularly our injection pump.

2) Cumulative fluid production from unit wells 3~30, 4-30, 12-30 and 5-30
and 11-30 before they were recompleted was 91,347 w3 as_of the end of
June, 1982. Cumlative injection into 6-30 was 98,808 m~. It appeared
we could afford to let up for a while.




Our intention is to resume injection at 6-30 on a voidage replacement
basis once changes in field facilities will more comfortably allow. The
changes that seem necessary are:

1) The completion of our new water plant.

2) The initiation of water injection in the Waskada Lower Amaranth Unit No.l1l
wells.

I hope you find this' satisfactory and would invite your comments.

Yours truly,

@&wﬁﬂ—

Ed Wyse

cc: G. Patey
B. Wilcox
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Cetober 4th, 1982

Omega Hydrocarbons Ltd.
63C - 330 -~ 5th Ave. S.W.
Calgary, Alberta

TP ULA

Attention: Mr. G. A. Patey

Dear Ceorge:
Omega Waskada Unit No. 1

A review of progress reports submitted by Omega to the Department, with
regards to the subject unit indicates that the well, Omega Waskada WIW
6-30-1~25 Lias been inactive since May of 1981 (see copy of reports attached).

With reference to Subclause 1 (2) of Order No. FM30 (copy attached), which
requires the Unit operator to 'endeavour to maintain continuous injection”,
we request that you submit your comments outlining the reasons for the
discontinuance of injection and the steps being taken to reactivate the wall.

Yours eincerely,

L. R. Dubreuil
Chief Petroleum Engineer
Fetroleum Branch

LRD/sb



May 15, 1981

Orera Hydrocarbons Ltd.

630 ~ 330 Fifth Avenuve S.W.
Calgary, Alberta

T2P JLA

Atteation: Mr. V., P, Maxwell,
Chief Engineer

Daar Sir:

Re: Vaskada Unit Ho. 1

Receipt of two (2) copias of your Pressuic Maintensace Progress Report

No. 2 for the subject unit 1s acknowledged. Please note that the
statement in the report indicating that the water source well (11-29=-1-25)
vas ipactive during the report period is incorrect. This well was
operated continuously over most of the report peried.

As we had previously discussed, scheduliang of bottom hole presaure
geurveys to coinclde with any downhole work is acceptable. Ve request,
however, that at least two-thirda of the wells be surveyed prior to
Dacember 31, 1931 and the remaining wolls surveyed prior to May 31, 1981,
Plecase inform this office in advance of each survay of specifica of

your plannea survey imcluding shut-in time and the criterla usod to
datermine whan a well's pressure has bullt up.

With respect to your proposals regarding complcetion of walle with known
casing leaks (raference your letter of January 14, 1981) by running a
packer above the production interval, we are concerned that a packar

or tubing failura could go wunoticed for some period of time during which
any uphols aquifer zones may be contaminated by reservolr water, This

..'Iz
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18 of particular concarn in the Waskaid ared where the Blairmore and
Ashville squifers have potential for agricultural use, To safepuard
agoainst the possibility of contamination, and if economics cannot Justify
casing repaira, vou sre requeated te davise a system which would indicate
the interrety of the downhole equlpment used to isolate wellbora fluids
from the casing. Such a systom could invelve holding a pressure on

the annvlus and regular monitoring of thia pressure.

Yours asiuncerely,

L. R. Dubreuil
Chief Yatroleum Engineer

LRD/1k

c.¢c. G, E, Johnson
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Irecember 18, 1976

THE MANITOBA GAZIETTE

wa

Page 1657

Wilgosh to Bceesley

1. Iiclen Thea Beesley, of the City of
winnlpog, Dicpatcher, ‘have heen lssued
a Legal Change of Name Certificate for
my unmarried infant child, Karen Lynn
Mary Wilgosh changed to Karen Lynn
Mary Becsley.
Date: Deccmber 2, 1976.
11512—51

Young to Young

I, Deborah Ann Young, of the City
of Winnipeg, Student, have bren jssued
a Legal Change of Name Certificate to
Deborah Ann Czaplynsky Young.
Date: November 30, 1976.
11513—561

L. L. DESJARDINS,
Minister of Health & Soclal Development,

UNDER THE HIGHWAY TRAFFIC ACT

Notice is hereby given that the follow-
Ing applications have heen reccived by
the Manitoba Highway Transport Board.
peter Enns & Sons,

o/a Carberry Transfer,
Carberry, Manitoba.

Application for an extension of Public
Service Vehicle Certificate for authority
to transport potatoes for and on behalf
of the Carnation Food Company Limited
from various points in Alberta to Car-
berry, Manitoba.

Bloodvein Band Foundation, Inc.,
Bloodvein, Manitoba.

Application for Public Service Vehicle
Certificate for the transportation of gen-
eral freight and fuel:

1. to and from Winnipeg and Blood-
veln, via Highway No. 8 and No, 234
for furtherance by ferry during summer
months, and;

9. from Winnipeg to and from the

Littla Grand Rapids Indian Reserve, and
Pauingassi Setilement, via Highways No.
59, 219, and 304 for furtherance by
Winter Road, Corridor autherity only
with no pick up or drop offs between
the above named four points.

Anyone wishing to make representa-
tion or oppose the granting of the
above applications, must file such notice
with the Secretary of the Board, either
by mail or personal filing not later than
4:30 p.m., Tuseday, January 4, 1977.

Notlces received after this date, will
not bhe accepted.

Subsequent to the above date, the
Board will set the date the applications
will be heard and advise the applicant
and those opposing of the time, date and
place of the Hearing.

Bloodvein Indian Reserve, Berens River,

UNDER THE

o To: All Purchasers of Manitoba Crude
il.
Re: Nominations for Crude Oil.

All persons intending to purchase Man-
itoba crude oil in the month of February,
will be required to file a nomination with
the Petroleum Branch, Department of
Mines, Resources and Environmental
Manapement on or before January 16,
1977.

Copies of nomination forms may be
obtained from the Petroleum Branch,
Department of Mines, Resources and
Environmental Management,

No public Inquiry will be held.

A tabulation of the said nomination
will be published in Crude Oil and Water
“-aduction Statistics.

Dated at Winnipeg, Manitoba, this
18t day of December, 1976.

H. C. MOSTER,
Director,

————81 Petroleum Branch.

€&

L. G. OLIJNEFK,

Secretary.

THE HIGHWAY TRANSPORT

—b51 BOARD.
MINES ACT

WASKADA FIELD

Omega Hydrocarbons Ltd., as Unit
Operator of Waskada Unit No. 1, has
made application to The Oi} and Natural
Gas Conservation Board to exempt wells
in the Unit from maximum permissible
rate of production restrictions.

Any interested party wishing to file
s valild objection dn this matter may
do so within 14 days of the publishing
of this notice, ta: Petrolecum Branch,
933 Century Street, Winnipeg, Manitoba,
R3H OW4.

Dated at Winnipeg, Manitoba, this
10th day of December, 1976

J. 8. ROPER,
Deputy Chairman,
The ©il and Natural Gas

—51 Conservation Bz *
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(FTH AVENUE SW., CALGARY, ALRERTA T2F 0L4

December 13, 1976

Depariment of Mines, Resources
and Envirommental Management
Mineral Resocurces Division
Petroleum Branch

993 Century Strect

Winnipeg, Manitoba  R3H OW4

Attention: Mr. H. C. Moster,
Director Petroleum Branch

Dear Sir:
Re: Waskada Unit No. 1

Several months past, Omega made application and received approval
to unitize and waterflood its portion of the Waskada 0il Field. Prior
to submitting the application, Omega researched the Mines Act to sce
if there was some means of having the proposed waterflood wells
designated as New Wells, only to find that the definitions in the Act
did not cover such a scheme. However, further analysis indicated
that the Manitoba incremental tax would not seriously affect the
profitability of the waterflood. This situation arose as a result of
having a Federal Crown lease covering the major portion of the proposed
flood area. Omega then proceeded without the co-operation of the
neighbouring producer, Copperhead 0il Company.

My understanding is that Copperhead decided not to proceed
because there was no incentive by virtue of the mineral tax classi- .
fication and we have received no indication that the Company has changed
it's views. A stalemate appears to have taken place and this is of
great concern to Omega.

Omega stated at the March 12, 1976 Hearing that we would not
expect the Board to force Copperhead into the scheme until we could
demonstrate favourable response to waterflood. We have adequate proof
of flood response and we €eel that it is the responsihilitv of the
Board to proceed with positive action.
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therefore, Omega herein submits a request that the Board call a
"Show Causc llearing' at the earliest possible date. The Board should
call the dearing on it's own motion-and thereby refrain from calling
upon Omega to demonstrate it's case. The onus should be placed upon
Copperhead to show cause why it does not see fit to join Omega's
water{lood.

By separate letter, a copy of which is attached, Omega 1s requesting
that Copperhead join our scheme of waterflood. Your early response to
this request will be very much appreciated.

Yours very truly,
OMEGA HYDROCARBONS LTD.

T. J. Hall
President

TJH:bef
Attch.

ki T = B BB TR PR Ot R



FELEPHORE (40002010743

December 13, 1876

Copperhcad 01l Company Ltd.
415 - 7th Avenue South
Virden, Hanitoba

Attention: Mr. Steve leplon .

Dear Sir:

Re: Waskada Waterflood

On November 19, 1975, Omega submitted an application to the
Manitoba 01l and Gas Conservation Board to unitize and waterflood
it's portion of the Waskada 0il Field. A liearing was held on March 12,
1976 in Winnipeg following which approval was granted by the Board.
Subsequent to the approval, Omega proceeded with the waterflood
scheme. Early indications provided encouragement that the flood
response would be rapid and, in fact, that has already occurred.

0il production has increased from approximately 35 - 40 barrels
per day to some 180 - 200 barrels per day with water breakthrough in
one well, Two of the five producing wells have nof yet reached their
expected capability, and should this occur, the productivity could
peak to 300 barrels per day or more.

The D & S Waterflood Study prognosticated that the pool flood
would reach producing rates in the range of 184,000 barrels per year,
which would amount to 500 barrels per day from eight wella. At this
atage of the flood, we believe that the pool is capable of this magnitude.
However, it is not our objective to reach such high rates, which of
course would require the installation of high volume pumping equipment
at considerable expense.

Omega is confident that the waterflood scheme 1s functioning well
and an adequate supply of water {is available for extension of the flood
and for that reason, we invite Copperhead to join the scheme. It is
proposed that Copperhead agree and proceed as follows:

1. Make application to The 01] and Gas Conservation Board to join
the waterflood scheme., :

2. Copperhead designate two wells as injectors. These should be
12-19 and 14-19, Twp. 1, Rge., 25. such wells to be approved by
the Board.




-2 -

3, TYollowing approval, 12-19-1-2% and 14-19-1-25 be reworked where
necessary and both converted to water injectora.

4. That Copperhead agroc Lo {nutall a high pressure water line from
Lsd.'6~30~1—25 to the above injectors haviug a capacity of 1000
bbls/day at 1500 psifi.

5. Copperhead agree to purcn2ss high pressure water from Omega or that
Copperhead agree to share the capital and operating cost of supplying
water to the Coppevhead wells.

6. The alternate to the above would be to join the Unit and allow Cmega
to procecd as above.

1f you are In agrecment to this proposal, we will proceed to
asgist you in every way possible so that you are able to make a
contribution to the waterflood program.

Yours very truly,
OMEGA HYDROCAREONS LID.

T, J. Hall
Pregident

TJH:bef

c.c., H. C. Moster,
Director of Petroleum Branch
Department of Mines, Resources
and Environmental Management
Winnipeg, Manitoba
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Cotober 13, 1976

Onegs H erton: Lid.
63 Cne Celgary ilece
00 - Gth Averme C. b
Jalgsrys Alberts

e 0l

attentiony ¥r. 1. J. Hall
President

Dear Sirs
lies Waskade Unit ho. 1
Bottom Hole Pressure urvey:
Thic le. ter wlll confirw ocur spprovel of your rroposed pressure
survey progrem for Werkeds Unit No. 1 ro per your letter of October 8, 1576.

When rubmitudng the resulis of the fluwid level curvey to be carried
out dwring October 1976, plesse ensure the following dete for esch well ire
rresented:

1. Fimid level :nc fluld gradient (oil amd/or weter).
2. Surfege cssing jressure tu time of test,

3a Gas colunn jrecsure, if applicable,

Le Stetde botton hole pressure.

Also on ivobarie map of the Unit aresa plus & wuritten analysins of
the deva obteined s related to flood response iz requecied,

Yours sincercly,
Crriginal Siened by H. G Musied

He Ceo Boster, Fo .Ei-ngcg
Hrector, Pelrcleum Branch.

Hi/et

m e &E}»L b Rl e
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HYDROCARBONS /7

630-330 FIFTH AVENUE S W, CALGARY, ALBERTA T2P OL4

TELEPHONE: (403)261-0743

July 30, 1976

Department of Mines, Resources and

Environmental Management

Mineral Resources Division,

Petroleum Branch,

993 Century Street, . :

Winnipeg, Manitoba. R3H QW4
B O Nb, Gl 0 )

Attention: H. C. Moster, P. Eng. ERVIRONME S e
Director, Petroleum Branch

AUG g 1976

Dear Sir:

Re: Waskada Unit No. 1 PETROLEUM BRANCH

Water Flood Program

Pursuant to discussions with you regarding the Copperhead
Wells, we have not been able to contact Mr. Hegion by telephone and
have been led to understand that he is residing at Clear Lake for
the summer months., Earlier attempts to get in touch with him have
not been successful, so I can only assume that we would not be able
to contact him until late August or September.

You may be interest to know that the immediate offset wells
to the injection well have shown considerable response to our flood
program. At this time of writing we have in excess of 100,000 barrels
of water injected into the producing horizon.

Although,we have experienced problems with gas locking of
the bottom hole pumps and subsequent changeout of the pumps at 3-30,
5-30 and 11-30 we are recovering approximately 90 - 100 barrels of
0il per day. The maximum in any one day has reach 120 barrels of
clean o0il. Gas production varies from well to well and we have been
forced to vent gas from the casing at 12-30 to keep the BH pumps
functioning. At 5-30 gas production was not sufficient to run the
prime mover for a period of two weeks. The water cut shows varying
amount of water being returned following the use of water to kill
wells where pumps were changed. No water break through has occurred
to date, however, we are monitoring water cuts at the battery on a
daily basis and well sites on a weekly basis.

All evidence thus far provides a reasonable degree of
confidence that waterflood will be successful and should be pursued
throughout the entire poocl.

| i i s e e e Ln i———— - i it i e et o v e
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In addition, we believe that good engineering practice
can only be maintained if gas and water are measured in all segments
of the pool. It is therefore important that gas and water measuring
facilities be installed at the Copperhead battery. However, if
Copperhead would agree to enter the Unit and Waterflood scheme we
would seriously consider consolidating production facilities at our
battery site at 11-30-1-25.

1f, in your discussion with Copperhead yeu find any degree
of interest in joining the flood we would be most interested in

discussing it with that Company.

We have now received a Unit allowable of 300 barrels per
day and wish to extend our appreciate for approving the application.

Yours very truly,

OMEGA HYDROCARBONS LTD.

President.

TJIH: jw

ZSoand fllemecrs (/j///; y.
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Omege. Hydrocarbons Ltd.,
630 One Celgary Plsee,
330 - 5th Aveoms S. We,
Calgsry, Alberta,

TP AL

Attention: My, T. Jask Hall
Jear Sirt

o1 Maskada it Nos ]

Eneloscd for yowr purposes, pursuant to Seetdom 90 of The

Minesjet Ast, arct
Four {4) certified coples of Unitization Order Keo. 22,

One (1) certified eopy of the Unit Agreement.

1.
Re

Please be adviscd that the Department hes & gopy of Uniti:zation

Order Ho. 22 together with the Undt Agrocment.

erely,

Yours -i

Je S« Roper

Depaty Chudrman,

The 04l and Netwrsl Gas
Gongervetion Bourde

Inelo=ur.
QeCs He Co MO tur

T
Waskabr e,

!

S N

[
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(Quega Hydrocarlohs Iid.

574 ~ 330 Aifih lvemue S W
Jalgary, Alberta

=P Ol

Avtentions d¥r. T. Jack Hall
Presicent

Lear Sirs

With refcrence to your letter dated January 27, 1976 pertaining
to your Application for i.emptlon under Section 23 of The Fipe Line Acty
plegumﬂmtbattbereqﬂredmeyplutis cubriitted prior to July 1,
1976,

Inelosed are coples of Unitization Order lo. 22 wnd Order lo.
F4 30 (both passed Hay 11, 1976) pertaining to the Wasiace iield.

Mease note that Bule Ko. 7 under Fressure laintensnce Imlee
requires the Unit Cperator to file with the Branch cach sonth a report of
the quantity, source and pressure of weter injected during the preceding
month, therefore, the first repcrt chould te filed with tlhe Brench prior
to June 25, 1976 for the momth of Hay, 1976.

Wtk respect to Pressure Hedntemance Rule No. S please submis

your proposed 1976 esubsurface pressure survey prograu Lo the DPranch for
approvel prior to July 15, 1976.

Youre sincerely:s

He Ce Monter, Pe EDSQ'
[dreetor, Petroleum Braonchle

E3/et
rnels,
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The 11 and Batursl Gas 76 ¢4 30
Conservaticn Board:
Jas, T. Cawley, P. Ing., Chelrmen, Hes Co Moster,
Je Se Roper, Deputy Chalirmen, Director,
I, Haugh, Mexber. Petroleus Branch.
Sublects .
Thitizetion Order Bo., 22 and Fressure Maintensnce Crder
No. PM 30 Pertaining to tbe Proposed “Waskads Unit No. 1"
Backgrounds

Omega Hydrocarbons Itd., om bebslf of itself es liorking Interest
Osner, submitted on November 19, 1975 sm application for Unitisstion and
Pilot Waterflood for & portiom of liesimda Field, The portiom of the Fleld
being applied for aomeists of the SW} snd Legal Subdivisions 11 emd 12 of
Section 30, Towmship 1, Renge 25 WP,

The Boerd held 2 Publie Hearing in Winmipeg, Menitoba on March 12,
1976 to comsider the applicatioms.

Disucesign)
The primary resson for the spplioation is to imitiete & Pilot
Waterflood scheme in the subject ares, Availsble reservoir data including

pressure deterztination and reesnt gas messuremenis plus studles mede to dste

on the Waskads Field imdicate thet the pool bas reached the stage of depletion
uhen it betomes nesesssxry to repressure the reservoir in an attempt to increese
the ultimete recovery of oil.

Baged ob the discussiom st the Heering, certain chenges in tle
nitisetion Agreement were requested fyom (Omega and corrected pzges reflecting
these changes Lave been recelved.

Temporary to comence weter injection effective April 1,
1976 wes given by the Branch under the Board's sutborizciion,

There were no objectioms to the application and written consents to
the Undtizetion and Pilot Waterflood were obteined in writing from cbe lundred
percent (100} of the Working Interest Owners end Royelty Cwners in the
Proposed Unit ares,

0--2



Becoumend:tions

That the sttached Unitizotion Order Bo. 22 and Order No. PM 30
for the proposed Unit Area be epproved,

The necessery (rder~In-Couneil (Seetion 76(3) of "The Mines
Aet") will be prepared end forwerded to the Boerd when Unitizetion Order
No. 22 hac been epproved end deted (deie of Order is required for 0.I.C.).

Civizingl Signed by He C. Moster

Hs GCo loster
HCM/ et
Attache,



The 011 and Natural Gas Conservation 76 03 25

Board:
Jas. T. Cawley, P. Eng., Chairman, H. C., Moster,
Je Se Roper, Deputy Chairman, Director,
I. Haugh, Member. Petroleum Branch.

Subject:

Approval to Commence Water Injection

Pilot Waterflood -— Proposed Waskada Unit No. 1
Background:

Omega Hydrocarbons Itd. submitted an application for Unitizatiom
and a Pilot Waterflood for a portion of Waskada Pield on November 19, 1975.
The Board held a public hearing in Winnipeg on March 12, 1976 to hesr the
application.

Digcussion:

No significant points of contention resulted from the hearing on
the waterflood application. The transcripts for the hearing shall not be
completed for another 2 ~ 3 weeks. Finalizetion of the Unitization Order
gust await the hearing transeripts. Similarly the Pressure Maintenance Order
is contingent on the Unitization Order.

The reservoir is badly underpressured and should be repressured
as early as possible. Due to the above, the necessary Orders will probebly
not be ready in time to permit Omega to commence water injection untdl
May 1, 1976 at the earliest. Installation of the field injection facilities
has been completed and Omega is awalting approval to start injecting waber.

Recommendat.ions

It is recommended that with the Bosrd's approval the Petroleum
Branch be permitted to authorize Omega to commence water injection effective

April 1, 1976.
A draft of such letter of authorization is attached.

AT

H, C. Moster

HCM/cf
Attach.



DRAFT ONTLY

March 25, 1976

Omega Hydrocarbons Ltd.

574 - 330 Fifth Avenue S. W.
 Calgary, Alberta

T2P OL,

Attention: Mr. T. Jack Hall
President

Dear Sir:

Re: Temporary Approval for Water Injection
Omega Waskada 6-30-1-25

Pursuant to your request, Omega Hydrocarbons is hereby given
temporary approval¥to commence water injection through the subject well
(\ into the Mission Canyon Formation prior to the necess Board Orders being

prepared, approved and gazetted. effective April 1,

This approval expires June 1, 1976, shall be superceded by any
future Board Pressure Maintenance Order and may be terminated at any time
upon notification from the undersigned.

Please contact our Virden Office prior to commencement of
injection operations.

Yours sincerely,

H. C. Moster, P. Eng.
Director, Petroleum Branch.

HCM/cf
c.Ce The 0il & Natural Gas
Conservation Board
Virden Office




April 15, 1976

Omega Hydrocarbons Ltd.
574 - 330 Fifth Avenue S. W.
Calgary, Albertsa

T2P 0L,
Attention: Mr. T. Jack Hall,
President
Dear 3ir:
Re: Waslkada zation cement

Pursuant to the Public Hearing held in Winnipeg on March 12, 1976
the Boerd has reqguested me to advise you of the following emendments
required in the proposed agreement, "Unit Agreement, Waskada Unit No. ir,
filed as Exhibit No. 5 at the Hearing:

1. In the Table of Contents the reference page mumber corrcsponding
to Article IV should read "6" instead of 7.

L

2. On Page 12 under Article VIIT the tifl should read "Usc, Loss

and Reinjection of Unitized Substances” instead of "Usc, Loss
and Storagc of Unitized Substances",

3. On Page 12 the title for Seetian 801 should read "Use or Loss"
ingtesd of "Usc of Loas™.

4. On Page 10 undor Section 702 add the following sentence:
"The allocation of Unmitized Substances to a Spacing Unit
within a Trect shall be determined by dividing the amount

C’or Specing Units within the Tract.m
of. %.;a?”( S ikhilamees chbosotid b e Tt bt thi pumfer

. - Hﬁ"l‘
| ) /&2/
pr T o adiael ld’ c o2



5. On Page 21 add the following scetion after Section 1504:
"1505 Conform To Legislation

All operations conducted under this Agrcement
shall conform to all applicable statutes, rcgulations
and other legislation, as amended from time to time.

Pleasc submit to this office at your earliest convenience amended
pages (bcopies of cach) to cover these changes. Such pages should
indicate that they are revised pages with a date and signature.

egt "REVISION, April , 1976 gignature oV

Yours sincerely,

@ . H, C. Moster, P. Ing.,
Director, Petroleum Branch

HCM/cf

ce ¢ 58S Kopcr



Province of Manitcba

inter-departmental memo

To Date 76 O4 1k
H, C. Moster,
Director of Petroleum Branch, From J. 5. Roper,
Mineral Resources Division, Policy Advisor.
993 Century Street.

Subject:  UNIT AGREEMENT WASKADA UNIT NO, 1 - Your memo of 76 Ok 12,

PS-f-25

First | Foid

The Board approves the changes to the Unitization Agreement
as recommended by you in your memorandum.

Please proceed to have the necessary pages smended so as to
process the Unitization Agreement to operational status a.s.a.p.

J. 8. Roper.

JSR/gls %

c.c. - Jas. T, Cawley
- I. Haugh




Tpme s

L

Sy Apedd 14,

"}f) lift Avense B, .
Jory, Aboiba

G

fibenticns Boe T Jaak Ial, :
Feosident

Gan et 'l“{, oued

S Ty U.-.;T.:..-‘).L (hﬂ.h o iuu

Sl eedrosimnitng

(55 MU ARSI RS VRN L SETI LR U

I et d e Lo |

31.4 e P 3 '.;O” 5

A0 r:-g,--;rr:‘i"i:mv cooczctad under this Ageeoment

LY
shall ecnfo. o Lo . Ji [‘ g, wsefutatlons
and abhiae 1.z to tina,e

RN n
LS TRV

i , !’}U

e ot diesbevy Vo Tiey
it Gt itenndh
L
i )

RRSIEN

i

-

e

16




O

April 14, 1976

Omega Hydroecarbons Litd.
574 = 330 Fifth Averme S. We
Calgary, Alberta
TP QL4
Attentiont Mr. T. Jack Hall,

President
Dear Sir:

Re: W 2 G

Pursuant to the Public Hearing held in Wimmipeg on March 12, 1976
the Board has requested me 1o advise you of the following amendments
required in the proposed agreement, "Unit Agrcement, Waskada Undt No. 1%,
filed as Exhkibit No. 5 at the Hearings

1. In the Table of Contents the reference page mmber corresponding
to Article IV should read _‘:ﬂ instead of "7%.

2. On Pagc 12 under Article VIII the title should read "Use, Loss
and R of Unitized Substances™ instead of "Use or Loss:
and ¢ of Unitized Substenecs®.

3. On Page 12 the title for Section 801 should read "Use or Loss"
instead of "Use of Loss™.

4 On Page 10 under Sectiom 702 add the following sentence:
*The allocation of Unitized Substences to 2 Spacing Unit
, : aha:u. he deternd.ned by dividing the amount,

Please submit to this office at your earldiest convenience amended
peges ( 6 copies of each) to cover these changes. Such pages should indicate
that they arc revised pages with a date and signaturc.

egs "REVISION, April » 1976 _sgignature
Yours sincercly,

Ha Co l‘hster, P. I‘}lgo'
Director, Petroleum Branch

HCM/ef

VR S TR CREAG e L ey O I B il st AN SO b i 8.5
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76 04 12
The Oil and Natural Gas
Conservation Board: H. C. Moster,
Jas. Tu Mq' P. Eng., m Direetar,
J« S. Roper, Deputy Chairwman, Petroleom Branch.
I. Hangh, Nember.
XXX
SYBJECT:
*Unit Agreement, Waskada Unit No. 1%
Reeommerncied Changes to Proposed Agrecment

The Board held a Public Hearing in Wiunipeg, Mamltoba on March 12,
1976 to consider an application by Omega Eydrocarbons Ltd. for Unitization
and a Pillot Waterflood for & portiom of Waskada Fleld.

DESCUSSION:

Cortain itemc with respect to the Unitization Agreement were
discussed at the Hearing. The following is a list of the items and the

corresponding changes proposed by the Branchs

l« In the Table of Contents the reference page nusber corresponding to
Article IV should read "6" instead of "7,

2. On Page 12 under Article VIII the title should read "Use, Loss and
of Unitized Substamces™ instead of "Use, Loss and Storage
) i Substances™,

3« On Page 12 the title for Sectiom 801 should read "Use or Loss™ instead
of "Use of Los: ",

L4e On Page 10 under Section 702 add the following sentence:
"The allocation of Unitised Svbstances to a Spacing Unit
within a Tract shall be determined by dividing the amount of
Unitized Jmbstances allocated te the Tract by the rmumber of
Spacing Uoits within the Tract."

J- On Page 21 add the following section after Section 1504:
"1505 Conform To Leglslation

All operations conducted under this Agreement
shall conform to 211 appliceble statutes, regulations
and other legislation, as amended from time to time."

» [ ] - 2



6. The need for identification of the well name and location on Exhibit "C"
was disoussed at the hearing. The applicant's o on wag that this
exhibit was adequately identified by definition (5) on Page 3.

We propose to accept thlis explanation.

¥

8
The above changes are recommended to the Bosrd for approval.
Upon confirmetion from the Board of these or other changes, the

Braneh shall proceed 1o request the Applicant submit amended pages to the
Unit Agreement to reflect these changes.,

Original Signed by H. C. Moster

H. C. Moster
HCM/cf
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(Proposed Questions for Hesring)
Omega Hydrocarbons Ltd.
Waskada Field
Pilot Waterflood & Unitization Application

— e

PILOT WATERFLOOD APPLICATION

WExhibit No. 1 - Unit Proposal & Waterflood FPian"

1, The five typographical errors in Exhibit No. 1 have been corrected
in accordance with your letter dated February 17, 1976. -They are:

(1) Table of Contents .
Delete the word "Discussion" and sdd the word "Introduction®.

(2) Page 4, line 2 - Water Injection Facilities ,
Delete the Words "Figure No. 5" and add "Figure No. 3",

(3) Page 4 the third lasst line after the word production
Add (438 barrels)" including brackets.

(4). Page 5 - Second last line of the second paragraph
After the words — A typical - delete the word "well"
and add the word "water". :

(5) Page 6 - line number 7 ° '
Add the word "Initially" to the sentence so as to read
#Initially, the only change anticipated seees."

Arée there any further corrections the Applicant wishes to make to this
or the other exhibits at this time?

2. On Page 1 (Bxhibit No. 1) the Applicant has stated that both Copperhead
0il Company Limited and Whistler Petroleum Ltd. were requested to
subscribed to the D & S study (Exhibit No. 2) and organize a Steering -
Committee. Could the Applicant please explain what interest Whistler °
Petrcleum Ltd. has in the Waskada Field? (none known to Petroleum
Branch, four southern wells owned/opersted by Copperhead).

3., un rage 2 (Exhibit No. 1) under Interim Period. Should the description
of Interim Period in the last line also include the phrase "but no
later than Sept. 1, 1977" as is stated in the proposed Unit Agreement
(Exhibit No. 5, Section 601)

4o On Page 5 (Bxhibit No. 1), line 4, the applicant has stated the ™injection
rates indicated that the well (6-30-1-25) would accept water in the range
of 1,000 barrels per day with zero wellheed pressure."” On what basis is
this statement predicated? (our records for Oct./75 indicate the well
tock a feed rate of 1 bbl./min. (1,440 bbl./day) under 1000 psi. pressure
and 1/4 bbl./min. (360 bbl./day) under O psi pressure).

L > L ] L] 2
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5., What are the initial and final expected wellhead injection pressures
for 6-30 and the corresponding injection rates?

JSR —- 6. What steps are going to be taken to insure proper measurement of
injected water (volumes and pressures)?

JSR — 7. What safety features will the injection system contain to prevent
pollution (SW spills)? .

JSR — 8. Has the aspplicant carried out, or have plans to carry out, compatibility
tests between the source wster (Blairmore Formation - Lower Cretaceous)
and the produced water (Mission Canyon - Mississippian)? '

JSR -~ 9. What is the expected "fill-up" time?

JSR — 10. At what injection rates? (Volumes and pressures) _
. NIPE JEPRE L badss” Fe
JSR — 11l. Explein measures to be used to prevent corrosion problems? whet +echniQud
. ’ :'nJﬂStrj Vatn ?

JSR — 12. Does the Applicant expect the produétion capacity of any of the well
. 4o exceed the Field allowable (60 BOFD)? . :
~ | : pBi3)
JSR — 13, What is the handling capacity of the proposed Unit battery facilities? (15@9

JSR — 1k, What steps does the Applicant propose to take to monitor the response
o of the pilot waterflood with respect to: i

2) reservoir pressures

§1§ injection profiles end waterflood fronts
3

water breakthrough L

wExhibit No. 2 — Waterflood Potentisl — D & S Consultants”

T4 — 1. What is the Applicant's feeling as to whether or not 2 "small gas cap"”
was present initially in the pool?

IH -—— 2. What was the initial pressure of the pool? (1358 psi.)

IN — 3. What is the present pressure of the pool? (50 psi.)

iIH — 'L. Is this low pressure representative of the entire pool? (éouthern area)
IH — 5. uhat is the producing drive ia the pool?

IH — 6. Are thé ten oil wells producing from the same pool? (MC-3b)

IH — 7. Is there any evidence of an aéti;e aquifer? '

I[f — 8. What, if any, is the response of such natural equifer?

0-013

1
H
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JIC

JTIC
JTIC

JIC

JTC

12,

13.
1.
15.

16.

-3 -

Under Geology on Page L (D & S) it states "The pay zone is impermeeble
to the west due to & facies change." Is it not true that the beds
dip to the west and are water wet (porous), not impermeable as stated?

Why was pressure maintenance not studied yesrs ago?

Have reserves been lost due to the pressure being permitted to drop
so low?

Does the Applicant anticipate having to repressure the entire pool
(10 wells) before response is felt in the northern area (6 wells)?

If not, why? (same pool)

Will the southern area of the pool feel any response (pressure) from
the pilot waterflood?

What is the present gas saturation in the pool? (b&S estimate
slightly less than 30 percent) o

What are the anticipated problems such gas saturation may have on the
success of the waterflood? .

By what mechanism shall the free gas saturation be reduced? (2nd para-

~ graph, Page 6, D & S) (re-dissolved or produced)

17.

18.

N
-19.

204

Was there a significant reduction in the initially expected costs of
the scheme when the need to drill a water source well (Page 7) was
precluded with takeover of the 11-29 well from Manitoba Mineral Resources

Ltd.? | : :

If the pilot waterflood proves successful, what will be the next steps?
(enlarged waterflood) ‘

Will Omega continue the expansion of the waterflood without the inclusion
of the 4 southern wells (Copperheads) in the program?

Has Omega plans to drill on 13-30 as per the recommendation of the
D & S study?

How well are the pool's limits delineated?

Ir the-pilot fails have you any alternative plans with respect to

' enhanced recovery?

Due to the present low pressure in the pool does the Appiicaiit feel that
a complete waterflood scheme for the entire pool might be the proper
step at this time? (if not, why). '

Does the Applicant have any knowledge of why the southern portion of the
pool does not also require water flooding at this time?

o.oo‘}
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26,

27-

nExhibit No.

-4 -

Is the Applicant aware of Copperhead's reasons for not Joining the
scheme at this time? ‘

What are the estimated remaining primary and ultimate recoverable
reserves for the Omega portion of the pool with and without water-
flooding? (167,480 bbl. and 803,600 bbl,)

Has the recent gas production measurements reveiled anything new

with regards to the reservoir?

5 = Unit Ap eementm-_Waskadan

Amendments Required:

1,

2.

3.

Wh3

Se

Should the title under Article VIII on Page 12 read "Use, Loss'and
Reinjection of Unitized Substances" instead of "Use, Loss and Storage
of Unitized Substances".

Should not the heading of 801 on Page 12 read "Use or Loss" instead
of "Use of Loss".

The present mechanism for calculating Freehold mineral tax in Manitoba
requires the actual production from, or allocated to, individual
wells, For this reasonit is required that an amended Exhibit "A" be
filed that indicates tract participation facbors for individual wells.
(Such values can be easily calculated from the data on Table 1 and 2 of

Exhibit No. 1).

Exhibit "C" requires identification as to the well it represents,
(Omega Waskada 4-30-1-25 (WPM), KB = 1552.4').

Request that an additional clause (1505) be added which would read as
follows: . i

n31505 All operations conducted under this agreement shall
conform to all spplicable statutes, regulations and other
legislation in effect at that timel"

(This will clarify the operator's powers under such sections as 401).

Questions:

1,

(a) Could the Applicant please explain or clarify the meaning or
intent of Section 502(b) on Page 7? (who has final decision?, the
Board under Section 1312?)

(b) Similar for Section 9017

v v e s 5

S
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SR — 2. Under 601(a) on Page 9 it states that in the determination of the
Interim Tract Participation for a tract an adjustment for "down time"

wes made.

(a) What is meant by, or the definition of, "down time!?

(b) Does "mechanical down time" include circumstances of
nature such as spring flooding?

(c) Do operations such down due to government road ban
restrictions fall under "down time"? ‘

(d) What all are included under "mechanical down time"?
JSR — 3. Would the Applicant please explain how and why the "Correction for
down time" values indicated on Table to Exhibit No. 1 were determined?
what caused down time?, how correction derived?, validity?)
cee attached Table A and xeroxed production cards)

JSR — 4. Why was no “down time" correction made for:
(a) 6-30-1-25, 6 month period (March - August 1975)7
(b) 11-30-1-25, 6 month period (March — August, 1975)?

JSR — 5. For the well 12-30-1-25 would not & correction of "400 barreis" (May,
June 2/3 July 1975) been more appropriate than the n250 barrels" given?

M — 6, In determining the Final Tracf Participations for tracts it appears

that a constant 50% ultimate recovery factor was used. Is this correct?

IH — 7. If so does the Applicant believe that using such a constant recovery
factor for all tracts, irregardless of individual tract recervoir
parameters (pay thicknesses, porosities, permeabilities, etc.) is

appropriate?

J7¢ — 8. In Exhibit No. 4 to your application you have stated that you "have not
been successful in pqrsuading Copperhead Oil Co. and its partners who
own three adjoining wells on the south end of the pool to participate

in the proposed flood".

(8) What steps did Omega take to "persuade" Copperhead?

(b) What was Coppernesa’s reaction?

(¢) Do Copperhead own 3 wells, or L wells in the south end of
the pool? {4 according to Branch) :

JIC — 9. What would be Omega's opinion of the Board requesting Copperhead to Join
the proposed unit at this time opposed to some future date?

(appesrs Board could not order Copperhead to join now due to Section 77(a)

of The Mines Act, but could do so at future date under ‘Section 79(3) of
The Mines Act)

g, A AL T e
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HYDROCARBONS /-

TELEPHONES

ACCOUNTING 263-6161
EXECUTIVE 261-7670

April 28, 1976

Province of Manitoba

Department of Mines, Resources and Environmental
Management

Mineral Resources Division

Petroleum Branch :

993 Century Street

Winnipeg, Manitoba R3H O0W4

Attention: Mr. H. C. Moster, P. Eng.,
Director, Petrgleum Branch

Dear Sir:

Re: Waskada Unitization Agreement

574 - 330 FIFTH AVENUE S.W., CALGARY, ALBERTA T2P 0OL4

OEPT. OF MINES, RESOURCES AND
T ey
APR 29 1976

§69 A
PETROLEUM BRANCH

Pursuant to your letter dated April 15, 1976 with respect
to the above agreement, we have made the amendments requested by
your Department and enclose herewith six copies of each revised

page.
Yours very truly,
OMEGA HYDROCARBONS LD,
chk Hall,
‘-/ President
TJi*vs

Encl.
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person is bound by this agreement as of the time of such delivery. This
agreement inures to the benefit of and is binding upon the heirs, executors,

administrators, successors and assigns of the Parties.

1502. Termination

This agreement terminates 90 days after all wells for the
production of Unitized Substances in the Unit Area have been abandoned,
plugged or disposed of or upon the termination of any applicable Unit
Operating Agreement, and thereafter the Parties shall be governed by the
terms and provisions of thelr Leases and other agreements or instruments

relating to the Unitized Zone or Unitized Substances.

1503. Salvaging Equipment Upon Termination

The Royalty Owners grant the Working Interest Owners the right
for a period of 6 months after termination of this agreement to salvage, sell,
distribute or otherwise dispose of the personal property and facilities

used in connection with unit operations.

1504, Notice to Royalty Owmers

The Working Interest Owners shall give notice in accordance with
their Leases to their respective Rovalty Owners of the termination of this

agreement within 30 days thereafter.

IN WITNESS WHEREOF the Parties have executed this agreement each

on the date shown opposite its execution hereof,

el — e ==l ’ g

-

Date:

- 8L

Aomailecd
fogra.
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ARTICLE VIII

USE, L0OSS AND STORAGE OF UNITIZED SUBSTANCES

801. Use of Loss

The Working Interest Owners may use as much of the Unitized
Substances as they deem necessary for the operation and development of the
Unitized Zone including, but not limited to, the injection thereof into the
Unitized Zone and in the operation of any plant or plants handling Unitized
Substances. Unitized Substances so used or injected and Unitized Substances
lost shall be excluded in allocating Unitized Substances to Tracts, and no

rovalty or other payment shall be payable in respect thereof.

802, Reinjection

The Working Interest Owners are hereby granted the right to inject
Unitized Substances into the Unitized Zone for enhanced recovery purposes.
Unitized Substances so injected shall be excluded in allocating Unitized Sub-
stances to Tracts; and no royalty or other payment shall be payable in respect
thereof until they are recovered from the Unitized Zone and sold or used for

operations other than operations hereunder,

ARTICLE IX

ENLARGEMENT OF UNIT AREA

901. Application for Enlargement

After the expiry of 90 days from the Effective Date, if an Owner
of a Working Interest in lands in the viecinity of the Unit Area indicated to

be potentially productive of Petroleum Substances from the Mission Canyon
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Participations. The amount of Unitized Substances allocated to each Tract,
and only that amount, regardless of whether it be more or less than the amount
of actual production of Unitized Substances from the well or wells, if any,

on the Tract, shall be deemed conclusively to have been produced from the Tract.

702. Distribution Within Tracts

The Unitized Substances allocated to a Tract shall be distributed
by the Working Interest Owners thereof among, or accounted for to, the Parties
entitled to share in production from the Tract in the same manner, the same
proportions, and upon the same conditions as they would have participated and
shared in the production from the Tract, or in the proceeds from the sale
thereof, had the Unitized Substances allocated to the Tract been actually produced

therefrom by the Working Interest Owners.

703. Calculation of Rovalty

The Working Interest Owners of each Tract shall calculate royalty
on the Unitized Substances allocated to the Tract at the applicable rate under
the Lease, other agreement or instrument relating to the Tract. The Royalty
Owners of each Tract agree to accept payment of royalty so calculated in
satisfaction of the obligation of a Working Interest Owner to make royalty
payments on Unitized Substances under the Lease, agreement or other instrument
covering such Tract; but a lessee under a Lease shall not be relieved from
making payment of royalty to its lessor if payment is not made by the Working

Interest Owner as aforesaid.

704. Taking Unitized Substances in Kind

The Unitized Substances allocated to a Tract shall be delivered in



ARTICLE I
ARTICLE II
ARTICLE III
ARTICLE IV
ARTICLE V
ARTICLE VI
ARTICLE VII
ARTICLE VIII
ARTICLE IX
ARTICLE X
ARTICLE XI
ARTICLE XII
ARTICLE XIII
ARTICLE XIV
ARTICLE XV
EXHIBIT "A"

EXHIBIT "B"
EXHIBIT "C"

UNIT AGREEMENT

WASKADA UNIT No. 1

TABLE OF CONTENTS

DEFINITIONS PAGE 1
EXHIBITS 3
UNITIZATION AND EFFECT 5
AUTHORITY TO WORKING INTEREST OWNERS 7
INCLUSION AND QUALIFICATION OF TRACTS 7
TRACT PARTICIPATION 8
ALLOCATION OF UNITIZED SUBSTANCES PRODUCED 9
USE, LOSS AND STORAGE OF UNITIZED SUBSTANCES 12
ENLARGEMENT OF UNIT AREA 12
DISPUTES 14
TITLES 15
TRANSFER OF INTEREST 16
IN GENERAL 17
EFFECTIVE DATE 20
TERM 20




DEPARTMUNT OF MINES, RESOURCES AND ENVIRONMENTAL MANAGEMENT
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HYDROCARBONS /.

574 - 330 FIFTH AVENUE S.W., CALGARY, ALBERTA T2P OL4

TELEPHONES

ACCOUNTING 263-6161
EXECUTIVE 261-7670

April 20, 1976, ... - o

g

Department of Mines, Resources and " T e

Environmental Management '
Petroleum Inspection Section b
Box 1359 :

Virden, Manitoba ROM 2CO T

Attention: Mr. G. E. Johnson,
District Petroleum Engineer

Dear Sir:

Pursuant to your request for details of Waterflood start upwe
submit the following:

Start up date - April 2, 1976
First day injection rate - 480 bbls. in 24 hrs.

Flowing Pressure Omega Waskada WSW 11-29-1-25 was 10 psig
at 480 bbls. per day.

Injection Pressure at Omega Waskada 6-30-1-25 was 0 psig
(vacuum)

Injectivity at the sand face of 6-30

480 bbls/day -
3010 ft x 0.4331 0.3680 bbls/day/psi (1st day)

2850 bbls '
3010 % 0.4331 % 7 0.3123 bbls/day/psi (7 day average)

For your further information we are preparing to install a surface
pumping unit to be connected to the water line at 11-30 battery site. The
unit will be a National triplex J 30 powered with a Whittey B gas engine.
This should increase the injection rate to approximately 700 bbls. per
day. A second unit will be installed at the water source well as required.
Our objective is 1000 - 1500 bbls. per day. ’

B sttt -

‘T:w T PGS, RESUUMCES A
&
i APR 23 1916
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We trust this will fulfill you present requirements. If
you require any other information, please do not hesitate to keep us
informed. .

Yours very truly,

OMEGA HYDROCARBONS LTD.

¢ Jack Hall,
President

TJH*vs
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JSR

JSR

JSR

(Proposed Questions for Hearing)
Omega Hydrocarbons Ltd.
Waskads Field
Pilot Waterflood & Unitization Application

P e~

PILOT WATERFLOOD APPLICATION

"Exhibit No. 1 - Unit Proposal & Waterflood Plan"

1.

3.

Le

The five typographical errors in Exhibit No. 1 have been corrected
in accordance with your letter dated February 17, 1976. They are:

(1) Teble of Contents
Delete the word "Discussion" and add the word "Introduction'.

(2) Page 4y line 2 - Water Injection Facilities
Delete the Words "Figure No., 5" and add "Figure No. 3".

(3) Page L the third last line after the word production
Add {438 barrels)" including brackets.

(L) Page 5 — Second last line of the second paragraph
After the wopds - A typical — delete the word "well"
and add the word "water".

(5) Page 6 — line number 7
Add the word "Initially" to the sentence so as to read
" Initiaj.ly, the Only ch&nge anticipated senee ."

Are.there sny further corrections the Applicent wishes to make to this
or the other exhibits at this time?

On Page 1 (Exhibit No. 1) the Applicant has stated that both Copperhead

0il Company Limited and Whistler Petroleum Itd. were requested to g%. 7
subscribefs to the D & S study (Exhibit No. 2) and organize a Steering 2 .
Committee. Could the Applicant please expledm what interest Whistler jQJFW&I.

Petrcleum Ltd. has in the Waskada Field? (none known to Petroleum i -
Branch, four southern wells owned/operated by Copperhead). e
On Page 2 (Exhibit No. 1)} under Interim Period. Should the description ;1”/’
of Interim Period in the last line also include the phrase "but no

later than Sept. 1, 1977" as is stated in the proposed Unit Agreement
(Exhibit No. 5, Section $01)

On Page 5 (Exhibit No. 1), line 4, the applicant has stated the "injection
rates indicated that the well (613q-;r25 would accept water in the range
of 1,000 barrels per day with zefo.wellhead pressure." On what basis is
this statement predicated? (our records for Oct./75 indicate the well
took a feed rate of 1 bbl./min. (1,440 bbl./day) under 1000 psi. pressure
and 1/4 bbl./min. (360 bbl./day) under O psi pressure).

L] L] - L] 2




JSR

JSR

JSR

JSR

JSR
JSR
JSR

JSRH

JSR

JSR

TH

IH
IH
IH
IH
IH
IH

IH

5.

G.
10.
11.

1z.

13,
14,

-2 :
100° /

-
go?
What are the initial and final expected wellhead injection pressures
for 6-30 and the corresponding injection rates? ,pop pvrhk

What steps are going to be taken to insure proper measurement of
injected water (volumes and pressures)? .l

What safety features will the injection system contain to prevent
pollution (SW spills)?

Has the applicant carried out, or have plans to carry out, compatibility
tests between the source water (Blairmore Formation — Lower Cretaceous)
and the produced water (Mission Canyon — Mississippian)?

What is the expected "fill-up" time?

At what injection rates? (Volumes and pressures)

Explain messures to be used to prevént corrosion problems?

Does the Applicant expect the production capacity of any of the wells -
to exceed the Field allowsble (60 BOFD)? , c00 Ly

What is the handling capacity of the proposed Unit battery facilities?g

What steps does the Applicant propose to take to monitor the response
of the pilot waterflood with respect to:

(1) injection profiles and waterflood fronts L sanl a ,V*’J(

52 reservoir pressures
3) water breakthrough .~

"Exhibit No, 2 ~ Waterflood Potential — D & S Consultants"

1.

2.
3.
L
5e
6.
7o
8.

What is the Applicant's feeling as to whether or not a "small gas cap"
was present initially in the pool?

What was the initial pressure of the pool? (1358 psi.)

What is the present pressure of the pool? (50 psi.)

Is this low pressure representative of the entire pool? (southern area)
What is the producing drive in the pool?

Are the ten oil wells producing from the same pool? (MC-3b)

Is there any evidence of an active aguifer?

What, if any, is the response of such natural aquifer?

lll.3



IH

JSR

JSR

JSR

JSR

JSR

JSR

JSR

JTC

JTC

J1IC

JTC

JTC

JTC

JTC

JTIC

9-

10,

11.

12,

13.

15.

16,

17.

18.

19.

20

21.

22,

23,

24,

Under Geclogy on Page 4 (D & S) it states "The pay zone is impermeable
to the west due to a facies change." Is it not true that the beds
dip to the west and are water wet (porous), not impermesble as stated?

Why was pressure maintenance not studied years ago?

Have reserves been lost due to the pressure being permitted to drop
so low?

Does the Applicant ant1c1pate having to repressure the entire pool
(10 wells) beflore response is felt in the northern area (6 wells)?
If not, why? (same pool)

Will the southern area of the pool feel any response (pressure) from
the pilot waterflood?

What is the present gas seturation in the pool? (D & S estimate
slightly less than 30 percent)

What are the anticipated problems such gas saturation may have on the bi

success of the waterflood?

By what mechanism shall the free gas saturation be reduced? (2nd para-
graph, Page 6, D & S) (re-dissolved or produced)

Was there a significant reduction in the initially expected costs of
the scheme when the need to drill a water source well (Page 7) was

precluded with takeover of the 11-29 well from Manitoba Mineral Resources

Ltd.”?

If the pilot waterflood proves successful, what will be the next steps?
(enlarged waterflood)

Will Omega continue the expansion of the waterflood without the inclusion

of the 4 southern weélls (Copperheads) in the program?

Has Omega plans to drill on 13-30 as per the recommendation of the
D & S study?

How well are the pool's limits delineated?

If the.pilot fails have you any alternative plans with respect to
enhanced recovery?

Due to the present low pressure in the pool does the Applicant feel that

a complete waterflood scheme for the entire pool might be the proper
step at this time? (if not, why).

Does the Applicant have any knowledge of why the sputhiern portion of the
pool does not also require water flooding at this time?

oonn]-l-
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JIC -- 25, Is the Applicant aware of Copperhead's reasons for not joining the -
scheme at this time?

JIC — 26, What are the estimated remaining primary and ultimate recoverable v
reserves for the Omega portion of the pool with and without water-
flooding? (167,480 bbl. and 803,600 bbl.)

JTC -- 27, Has the recent gas production measurements reveiled anything new '
with regards to the reservoir?

"Exhibit No. o — Unit Agreement — Waskada”
Amendments Required:
JSR — 1, Should the title under Article VIII on Page 12 read "Use, Loss and -

Reinﬂfction of Unitized Substances" instead of "Use, Loss and Stborage
of Unitized Substances".

JSR — 2. Should not the heading of 801 on Page 12 read "Use or Loss" instead
of "Use of Loss",

JSR — 3, The present mechanism for calculating Freehold mineral tax in Manitoba
requires the actusdl production from, or allocated to, individual .
wells, For tihis refidonit is required that an amended Exhibit "A" be
filed that indicates tract participation facbors for individual wells.
(Such values can be easily calculated from the data on Table 1 and 2 of
Exhibit No. 1).

JSR — 4. Exhibit "C" requires identification as to the well it represents. e
(Omega Waskada L—30~1-25 (WFM), KB = 1552.4').

JSR — 5. Request that an additional clause (1505) be added which would read as
follows:

1505 All operations conducted under this agreement shall
conform to all applicable statutes, regulations and other
legislation in effect at that time." '

(This will clarify the operator's powers under such sections as 401).

Questions:

JSR — 1, (a) Could the Applicant please explain or clarify the meaning or
intent of Section 502(b) on Page 77 ({(who has final decision?, the
Board under Section 1312%)

(b) Similar for Section 9017

....5




JSR

JSR

JSR

JSR

IH

IH

JTC

JTC

2.

3.

li-.

Se

Fe

Under 601(a) on Page 9 it states that in the determination of the
Interim Tract Participation for a tract an adjustment for "down time"
was made.

(a) What is meant by, or the definition of, "down time?%?

(b) Does M"mechanical down time" include circumstances 6f
nature such as spring flooding?

(¢) Do operations such down due to government road ban
restriciions fall under "down time"?

(d) What all are included under "mechanical down time®?

Would the Applicant please explain how and why the "Correction for
down time" values indicated on Table to Exhibit No. 1 were determined?
(what caused down time?, how correction derived?, valddity?)

(see attached Table A and xeroxed production cards)

Why was no "down time" correction made for:
(a) 6-30-1-25, 6 month period (March - August 1975)7
(b) 11-30-1-25, 6 month period (March - August, 1975)?

For the well 12-30-1-25 would not a correction of "L00 barrels" (May,
June 2/3 July 1975) been more appropriate than the "250 barreis" given?

In determining the Final Tract Participations for tracts it appesars
that a constant 50% ultimate recovery factor was used. Is this correct?

If so does the Applicant believe that using such a constant recovery
factor for all tracts, irregardless of indiwvikdual tract reservoir
parameters (pay thicknesses, porosities, permeabilities, ete.) is
appropriate?

In Exhibit No. 4 to your application you have stated that you "have not
been successful in persuading Copperhead Oil Co. and its partners who
own three adjoining wells on the south end of the pool to participate
in the proposed flocod.

(a) What steps did Omega take to "persuade" Copperhead?
(b) What was Copperhead's reaction?

(c) Do Copperheed own 3 wells, or 4 wells in the south end of
the pool? (4 according to Branch)

What would be Omega's opinion of the Board requesting Copperhead to join
the proposed unit at this time opposed to some future date?

(appears Board could not order Copperhead to join now due to Section 77(a)
of The Mines Act, but could do so at future date under Section 79(3) of
The Mines Act)
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TELEPHONES

ACCOUNTING 263-6161
EXECUTIVE 261-7670

HYDROCARBONS /7.

574 - 330 FIFTH AVENUE S.W., CALGARY, ALBERTA T2P 0OL4

March 10, 1976

Petroleum Branch,

Department of Mines, Resources &
Environmental Management,

993 - Century Street,

Winnipeg, Manitoba  R3H OWA4

ATTENTION: Mr. H. C. Moster

Dear Sir:

Pursuant to our program of conducting gas tests at Waskada, we find
that the gas production varies considerably from one day to the next.
Qur latest reading taken on the group test is that the GOR varies from
approximately 400 to 600. The higher reading seems to take place when
one pump unit stops because of mechanical problems, resulting in about
the same gas reading but having less oil production.

Our best estimate at full production at this time 1s 400 cubic feet
per barrel from the four producing wells.

Yours very truly,
OMEGA HYDROCARBONS LTD.
R )) 7 s
Ve S v P
o W«“"' &

TJH/eh ;T JACK HALL
President

—




TELEPHONES

ACCOUNTING 263-6161
EXECUTIVE 261-7670

o s 7

HYDROCARBONS /v

574 - 330 FIFTH AVENUE S.W. CALGARY, ALBERTA T2P OL4

February 20,1974 _
POBT E Al REENTIRNTE *“”41

i

R e s

Petroleum Branch,
Department of Mines Resources & Energy, : FER L 1976
Government of Manitoba, / "'

Winnipeg, Manitoba. <G A

,,W.,,
B
K
1

ATTENTION: Mr. Moster

Re: Waskada Production Tests,
December 1, 1975 to February 15, 1976

Further to discussion concerning gas production and gas-oil ratio meas-
urements, we are now able to provide you with such data. These measure-
ments, as indicated below, have been taken over the recent period as shown
above. Additional data should be available by the hearing date of March
12, 1976 in which case we will make it available to you prier to the pro-
ceedings.

Incidentally, if you have anything in the way of procedures for a hearing
where one individual is present on behalf of the applicant, I would appreciate
having a copy of a precedent case.

TIME ON TEST WELL GAS OIL GOR
DAYS NO: MCF BBLS CU FT/BBL
7 3-30 54.6 49 1114
5 4-30 21.5 75 286
4 5-30 38.0 108 350
7 12-30 823 12 823
2 (group 4 wells) 32.1 82 391

Yours very truly,

HYDROCARBONS LTD.,

TJH/eh ¢ T. Jack Hall

President




HYDROCARBONS /-

574 - 330 FIFTH AVENUE S.W., CALGARY, ALBERTA T2P QL4

TELEPHONES

ACCOUNTING 263-6161
EXECUTIVE 261-7670

February 17, 1976

Department of Mines, Resources and
Environmental Management

4OF WS TEIEOES g
| o

Petroleum Branch .
Mineral Resources Division : FEB 20 B
993 Century Street 5557
Winnipeg, Manitoba R3H OW4 Phidoeoem BiRANCH

Attention: Mr. H. C. Moster

Dear S8ir:

Re: Application - Unitization and
Waterflood, Waskada Field

Please be advised that we have discovered a number of typographical
errors in Exhibit 1 of our application. They are as follows:

1. Table of Contents
Delete the word "Discussion" and add the word "Introduction".

2. Page 4, line 2 - Water Injection Facilities
Delete the Words "Figure No. 5" and add "Figure No. 3" -

3. Page 4 the third last line after the word production .
Add "(438 barrels)" including brackets.

4, Page 5 - Second last line of the second paragraph -
After the words - A typical - delete the word "well" and
add the word "water'.

5. Page 6 ~ line number 7
Add the word "Initially" to the sentence so as to read ~
"Initially, the only change anticipated ......"

We trust that you will make these corrections in the copies which
were forwarded with the application.

Yours very truly,

OMEGA HYDROCARBONS LTD.

President
TJH*vs




The (il and Netursl Gee 76 01 29

Conservation Board: :
Jas. T, Caxleys Po Bug., Chadrmen 1o O- Moster
Je S, Boper, Deputy Chalrmsn Petrolems Brench

I, iaugh, Member

2ubjecks

Unitization and Pilot Waterflood Application
(mage Hydrocarbons Ltd.

Bagkeround)

The Woskads iield is located spproximately 55 — &G wiles
south of Virden ¢nd J miles north of the Camede ~ U.S. border, It
wes discovered in 1967 and to dete containe 1C ol) wells (Presently
7 producing and 3 suspended wells). The field produces light gravity
crude (37 API) from the Miesissippien Mission Canyom (MC-3b) formstion.
No weter bis been produced from the 6 Northern wells, wheress small
amounts of weter have been produced from the / scuthern wells.
Attaciment 1 shows the lsyout of the wells, thedr ownership, the portion
of the field proposed for unitis:étion and the indtial proposed injection
well for the pilot weterflood.

The initisl pressure of the pool wes 1,358 psi (originel
pressure on the discovery well 11-30-1-25). The present pressure
within the pooly or stleesst in the northern portlons is very low
(epproximetely 50 psi). The estimsted bubble point pressure is 1,535
pedg indicsting that «ince discovery, the pool hes tlweys been sctursted
end posaibly hLes ¢ smell ges ¢spe The following eare reserve estimates:

Unitized ir

1l5 lcm 1 '971, ,GDO

325,311 325,311

2o, 1645
3992240 66., 4 506
25 33.7
Total Recoverable (Prim. & ‘
mwﬂoogg (bbl.) 144389000  1y504s000 798,500  14085,000
Total Recovery Factor (! 50 54 5% 55

.l..z



Discussions
Ly Ta& 8 DS the £ tion

1. Omega in & letter dated October 6, 1975 submitted a dreft
of & proposed Unitizetion Agreement for comments e to its togeptebility,
Because Omege 1s the only working interest owner in the proposed unit-
izction areg, it presented &n agreement which did not provide for the
aormel operating provisions of the plens presently in effect in Menitobsa
(i.e. excluding organizetion of the opersting coumittee, powers end
duties of unit operstor, individuel rights and privileges of working
interest owners). The Agreement wes modelled :fter the standerd model
sgreement, presently used in Alberte. The proposed Agreament wes reviewed
end maggestions (approved by J. S. Roper) were made to Omege with respeoct
to changes which would provide similar Bosrd controls on operetions under
this Agreement as :re presently contained in existing unitizetion agreemente
in Manitobe,

Ouege amended the proposed Agreement as suggested by the
Branch and submitted the emended agreement entitled "Unit Agreement -
Waskade Unit No, 1 Manltcba, Cansde™ ss an application on December 11,
1975, A review of this finsl dreft Agreement hes indiceted the following

changes ere requireds

(a) The title under Article VIII on Page 12
ehould read "USE, 10SS AND REINJEGTICN OF UNITIZED
SUBSTANCES"™,

(b) The heading for 801, on Pge 12 should
retd "Use or loss".

(e) In Exhibit "A" of the Agreement the
eppiicant hes divided the proposed unit ares
into 2 multiwell tracts with a trect participation
factor for each tract (not each well), The basis
for this is the cowmon royslty ownership in esch
tract. Becsuse of the method of eslculating
provineisl "Mineral Tex" (on ction from or
allocated to individuel wells), 1t is required
that the trect perticipstion fectors for the
two (2) wells on freehold minerals be shown
individuelly (namely 11-3C end 12-30). To
2llow for future similer problems on other wells
in or to be included in the Unit, 1t 1s suggested
that this requirement be placed on all welle
(1-3. - gingle well tracts m)o

(d) Exkibit "C" should elso indicate the

following "Ouege Waskade 4~30-1-25 (WFM) -
Ke Be 1552.4",

....3
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' 2. The method of caloulsting Interim treot perticipation
factors has required olerificstion end is presently being checked by
the Branch.

3., The Mines Aot [Sectdon 74(2)] ellows for voluntery unitie~
stion without & Bosrd heering or unitization order (unitizetion agreement
requires Boerd spprovel). This elternstive is not recozmended as it
provides little Board control once initisted.

Le This unitisetion spplication is for only 2 poriion of the
wagkade Field. We believe the D & S Study condusted in 197, covering the
whole pool was jointly finansed by both Omega and Copperhesd. The overall
recomendation of the study wes "that the pool should be wsterflooded &s
soon &s poseible”. The epplication states that (Qmegs “have not been
successful in persuading Copperheed (il Co., and its partners who own three
sdjoining wells on the south end of the pool to perticipete in the proposed
flood®. A major factor therefore in this spplicetion is to whether the
Boerd should sttempt tocexercise its power under Section 76 and 77 of The
Mines Act with respect 1o holding & heering uponits own motion to consider
the edvisebllity or necessity for the operation of & part of & pool or
field e £ unit (nemely the southern 4 wells), Section 77 requires the
Boerd to heve consent from 79 of both the working interest owmers end
the royslty owners before s unitizetion order mey be mede, As the present
epplication only covers 6 of 10 wells or 60l the sbove requirement would
not be met. As the flood is only & pilot st this time, the Board if desircble
could cct under Section 79(3) &t some future dete to force enlargement of
the new unit.

Copperhead's reascns for not wishing to be pert of the
unitization and weterflood ét this time ere not presently known. However,
& letter has been sent to Copperbesd, dated Jemuary 23, 1976, requesting
them to state the reassons behind their decieion not to perticipete In
this project. It is believed that Copperhead's refusel is mainly due to
econamic reesons (Attached hereto is ¢ copy of a letter dated Jamery 21,
1976 from Copperhead with respect to other concerns the Branch hes with
the compeny). At present there is no royalty or mineral tax reduction
on cdditionsl production due to secondary recovery., This mey be the posnt
on which Copperhead would ettempt to Justify its not entering the project
at thie time. Omege hes stated verbally thaet it has considered, end may
make, ¢ request for such treatment, tut is proceeding with it's epplication,
meinly due to the fact that /4 of ite 6 wells fre situated on Federal minerels
end therefore only subject to a streight 12'% royslty. These 4 wells
therefore are not affected by neither the provinciel Crown incremental
royelty nor the freehold minersl tex. The difference between Federal
royalty retee exd totsl freehold royelty end minerel tsx retes in Menitoba
can rmount to as much as n additdonel 31,65, (off the top) at production
rates over 25 BOPD. The maximum provincial crown royelty ie LL.20.
Production from freehold minersls is subject to 2 similsr meximun reduction
at producticn rates over 25 BOFD.

..“ii



The proposed Unitisstion Agreement provides for enlargement
at & future dete,

A list of questlions regexrding the unitisetion application shall
be preptred prior to the hesring.

The immediate need for commencemenrt of & wsterflood sgheme in
this pool ie supported by the extremely low epparent pressure in the
reservoir, The reservoir should respond favourably under wsterflood with
the major potentisl problem being the free gas saturstion expected in the
reservoir due to the mejor pressure drop below the ssturetion point,

No reasons ere evident at this time as to why & pilot weterflood
should not be epproved.

The D & S Study did not indicate that there wrs no need for ¢
flood in the scuthern portion of the pool. An enlergement of the wrter-
flood project to cover the entire pool will be dependent on the results of
the proposed pilot. The power given to the Board under Section 62(9)(4d)
of The Mines Aot could be exercised, if repuired st scme future dete, once
the initlal pilot's resulte sre known. The pressure maintensnoce order
covering the pilot sould contein a condition requiring e pool wide weter—
flood scheme be impliemented st & future dete 1f in the Boird's opinion it
wes werrented,

The proposed pilot injector is one of the welle proposed by the
L & S Study as &n injector under & 5 spot pritern., This location appesars
sultable with respect to this spplicetion (en Omege pilot weterflood) and
should not creste sny leise line migretion out of the proposed unitized
ETEE,

The Branch is contiming to receive end process sdditiontl deta
from the Applicant on the tecknicsl iteme relevint to the spplication,

A comprehensive list of questions regarding the pilot weterflood
shall be compiled for the hesring.

Becompendetions

It is recommended that this dusl epplication be heard ct a
public hearing. _

Originag Signed by H. €. Moster

he Cs Moster

HoM/ et

Attech,
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O BOX 102
2185 SEVENTH AVENUE SOUTH
viRDEN, MANITOBA
OFFICE OF ROM 2C0 TEL: 204 - 748-2624
THE PRESIDENT

y Januarv 21st, 1976

Petroleum Branch,
Dept. of Mines. Resources and Environmental Manageye
993 Century Sticet,
Winuipeg, Manitoba

Aoteuri n: H. €. Moster, P.Eng.

Dear Sii: RE: Suspended Wcll Operations

We enc.ose herewith ap, lications to
suspend production as per your letter of December 18, 1975 with
respect to the followi.g:

Copperiiead — Tilston #9-31-5.29 -
"

t #10-31-5-79 ~
‘ #11-31-5-29 -
" " 715-31-5-_9
Copperheau-So.Regen! F6-7-4-21
Copperhead-Waskada #12-19-14-25 -

The Tilston wells have not been

producing for some time nnd for reas wns given. it is hoped that,

as our Company's economic position improves, these wells will again

be placed on production by methods and with equipment that will be

less costly tha. the methods used to date, and it is for this reason

that we do not wish to permanently abandon the wells. Also, with the
N : nigh cost of aband nment, at least $3000.00 for eacl. well, our company

canno. afford to abanden the wells at this time.

The South-Regent well can only be produced
during the summer months, duv to the lack of natural gas required for
treatiug purposes, auu 10 Overcome severe freezing conditi. :s.

. The Waskada well, »ltuough it cannot

i produce on a commercial basis, due to the problem and cost of disposing
of the salt water, might be able t. produce when a disposal facility
becomes available in the immediate area. ‘nother po.sibilit, would be
to conver: this #12-19-1-25 well in to a disposal wel. to accommodate
our own water production if this situation should arise as time goes on.

contimred. .

R [—— [ - P N



OFFICE OF
THE PRESIDENT

&

Zﬁy@ﬁeaﬁkmn/ 62?'92%nyﬁaw%y Semeled
= O BOX 1027
4185 SEVYENTH AVENUE SOUTH

vIRDEN, MANITOBA
ROM 2C0 TEL: 204 - 743-2624

January 21st, 1976

Petroleum Branch,
Dept. of Mines, Resources and Environmental Managepenc,

N s g

993 Century Stivet, . Y09
Winuipeg, Manitoba | PL,@]LCg_; e
" Ln.'—;‘u"i‘!
- —— AT :
A.tenti.n: H. C. Moster, P.Eng. T
Dear Siyv: RE: Suspended Well Operations

We enc.ose herewith ap,lications to
suspend production as per your letter of December 18, 1475 with
respect to the followi.g:

Copperiicad - Tilston #9-31-5-29 7
1 t #10-31-5-"9 ~

' ' #11-31-5-29 -

" " #15-31-5-.9
Copperheau—So.Regenr® #6-7-4-21
Copperhead-Waskada #12-19-1-25 -

The Tilston wells have not been
producing for some time nnd for reasns given. It is hoped that,
as our Company's economic position improves, these wells will again
be placed on production by methods and with equipment that will be
less costly tha. the methods used to date, and it is for this reason
that we do not wish to permanently abandon the wells. Also, with the
nigh cost of aband nment, at least $3000.00 for eacl. well, our company
cannot afford to abandon the wells at this time.

The South-Regent well can only be produced
during the summer months, duc to the lack of natural gas required for
treating purposes, and 1o overcome severe freezing conditic :s.

The Waskada well, ~ltuough it cannot
produce on a commercial basis, due to the problem and cost of disposing
of the salt water, might be able tu produce when a disposal facility
becomes available in the immediate area. \nother possibilit, would be
to conver! this #12-19-1-25 well in to a disposal wel. to accommodate
our own water production if this situation should arise as time goes on.

continued..




o With regard to the Seuth-Regent #7-7-4-21 ' - -~ &,
v well, we propose to abandon this well as soon as our economic. - D
£ position permits, and an application to abandon will be submitted. :
AOT : hopgiully, before October 1, 1976.

g] We trust the foregoing will meet your }L . S SR
e requirements. _ A TR S
%‘ - Very: truly yours, | A )

' - (:OPPERHEAD oz, COMPANY Ln AT

_ teve Hégion,'B.ﬁ ‘c.;fP.Enéo,
SH/G President. ' EEE
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TELEPHONES

ACCOUNTING 263-6161
EXECUTIVE 261-7670

A

& /7YOROCARBONS /7.

574 - 330 FIFTH AVENUE SW., CALGARY, ALBERTA T2P OL4

January 27, 1976

—

Department of Mines, Resources and Beet. m‘!mﬁinﬁﬁgﬁwﬂaﬁ.
Environmental Management e R

Mineral Resources Division i6

Petroleum Branch JAN 29 9

993 Century Street 4¢ 4 A

Winnipeg, Manitoba R3H 0W4 . \

Attention: Mr. H. C. Moster, Director o

Dear Sir:

Re: Application - Unitization and
Waterflood, Waskada Field

Further to my telephone call of today, we wish to verify our
comments with respect to our letter of January 14, 1976 in which we note
an error in the year for which down time is considered. 1In this regard
please revise the letter to correspond with the production period referred
to in Page 2, Exhibit 1 Under "Interim Period" being September 1, 1974 to
August 31, 1975 as follows:

Well 3-30 - Down time 1s all of May and June, 1975. .
Well 6~30 -~ Down time is during January, 1975. W4

Well 11-30 - September 1974 is correct and October and November, 1974
is correct.

Well 12-30 - The period of shut in was May and June, 1975. .

With regard to your comments stated in your letter of January 22,
1976 concerning down time credit for 11-30 we provide you with our reasoning
as follows:

(a) The production period under consideration relative tg calculating
the interim participation factor was September 1, 1974 to
August 31, 1975. September, 1974 being the first month of such
period was credited with 75 barrels which was an estimate of
October - November production period.

cees 2



(b)

(c)

(d)

-2 -

Both 11-30 and 6-30 were reworked in October, 1974 thus providing
evidence that 11-30 was in fact capable of such production. It
was thought that had the well been reworked in August or
September, 1974 such credit would have been verified by production.

An argument could be put forth suggesting that because 11-30
stopped producing in February, 1975 it may have stopped producing
one month earlier if in fact the well had been reworked one

month earlier thus reducing its production during the 12 month
period. However it appears after pulling and rerunning the

pump in late 1975 with no further results that the area surrounding
the well has become plugged or depleted. The only apparent
solution to continued production would appear to be through
secondary recovery means.

In our best judgment it would appear that this well should be
credited with the down time figure of 75 barrels. However, we
remain flexible in the matter of assessing interim and final
participation factors.

We trust that the above corrections and comments will be helpful

in assessing the matter of participation factors.

TIH*vs

Yours very truly,

OCARBONS LTD.

. Jack Hall, P. Eng.
President
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Jﬂlll!u'y 224 1976

Cnege Hydroeartons Likl.

£, - 330 VLl Avemie S, We
Galgary, hAlbert:

12 Ol

Lttentionm: ¥r. T. Jack Hall, President
leur Sirs

hes Applim tor Mﬁmat&m ard

Fartier to your letter of Jemery 14, 1976 we still would like
to obtain mwore clarification &r to the method vsed for deiermining the
down time correction thown in Teble 1 of Exhibit 1 of your :pplication
for Undtiestion (ud heterfloods The resalts of ¢ review of the prrduction
Listory om the six well 1u the proposed wmit are ez follows:

A oarrwt.icm ﬁm o:t 350 bbls, instesd of the £.0 would sppesr
to be more reslistiec. The well lost same twenty-five diys of production
in May epd ¢ few days in June of 1974. Maltiplying tlhe totul deys of lost
production (35) by the svernge production rete per dey for tids well (1C)
resulted in the 350 Lile figure, '

Ibth wells Lawe Jb-ﬂ'. m tham twenty deys of produetion in Hey
of 1974 & correction of X0 -~ 250 bble. is suggested for cial,

jall &30 —~ Jorre [r)

Our files indieste that in J 1974, tlhe well wse operiting
close to maximmn capacity (predussd 30 4@';;, bosever, the lo. of producing
daye in Mey, 157 wes only 2, Fleese clorify your statement of the down

time corpvectlon for tlds well for Jammery 1974 ees nentionecd in your letter.

o s 0 02



~30 - Gorrecti. > bble

This well did not produce for elmost a yeer (November 1973 -
October 1974). Fleese clerify your statement "The r-riod of shut in

was September 1974" cnd indicate how the correction of 75 bbls, wes
determined.

Well 12~3C - Correction of 250 bbls,
This figure would sppear low by about 100 bbls.

Flecce (cvise this office of your views ¢nd couuents on the
thove.

Yours cincerely,
vt Bpneg by B, L0 Moster

He Co Fott:ry Fe INgay
Director, Jetroleum Hrench,

HCM/ et



-.. : oL S O S 3 2L VLB PO 1 T 1 PRSP Y % P Y S UL PP U R L ki [y
ﬁl.....wr.‘.....rﬁ.inba..hu‘..:(u\‘ S =
¢
.
- r

AMWVN@&\SQVQRV&DWK
ufw&u&\“\kua

WELL LicEnsE no, AA 7S

275 G4sT
77
s4 )23/

2357 /¥ L6

232

/783

v’

&

TOTAL OIL CUMULATIVE |TOTAL CUM. & TOTAL CUM. WATER 2
ko
wmmmn.mn _unoonwunmu O_Mmﬂwﬂ.uo. WATER PROD| PRCDUCED .
. . - — hﬂ iy —.n”“
e o = - 159
ffwmmr. T - | 74
\\B ‘-‘ ok .
Vol ey - T ag u
/325 T g
— /3ak - —_ |
0 |
: - . e b -
. . _ ]
S5z 1741 . - 7 &
- i !
SHG 20T - /2.0 )
i Jaw 1439 « - - T |
- i -~ — — .
BT L 4713 o L
%6 |, 2194 S S 7 -




Y

LY

sEend 4

- 19757
TRATOR . . » .
L z_.;,_mm\w\@&n\% %&Q\\‘l\l\\kﬂ\
ATION mﬁ /- om.u ,
<LD - .‘ = : - ALLCWABLE:
BAYS | TOTAL ClL |OH wATIVE 1..“u|.ﬂ;Mp_| nCI“l .|..|.1 . Toonm en | " ._
B R S i e N L o
ao \1 oy Am\d nm
Aot 358 SRR PN |
felagl AS~ L e § 7t
48 /2 El | _
i m\ &r}m s | ” i B 4
1 3 . _ o ] N
- | - ! {
wlde |l F728 /50 L — o Ael
i . - ! ! i i
. i - i —_— !
feel 4 f3 nww s we
H I/ ' “ B
i \ / N P - f
: «N Adl A2 008 U SR
glBel #20132786 - 14
.‘.(\ L!\.._ %\N % M ..\“!M\\ \L.\H.’:T ...... - : _ ..qﬁ.
[ .
ST 455 A0 59 1 — J2
27| 3de | Hges | — el
| | )
! - i | I
m i . ' [
_ m ” __ i
¥ INCLUC:. BOTTOM SEDIMENT - 4




ﬁ!ﬁ.fw. ‘ u.ﬂa.;..ﬁa..ﬁ(i:fﬁ:iﬁl;a?iﬂﬁufww;m T . e c S . e e

Y

N
4|
4,

RECORD 19 N 19757 P.:ODUCTIOI
N t\ o o . WELL LICENSE

Lyl A ta K o

ALLC ASLE. . __.

. . . mmEa o= i s T - e
S TETS L Lome e e T T T . R mu:m_ TOTAL CIL | CUMULATIVE @ TCTA JUM TOTAL | CuM WATER
- TR - e e . Hj e o) FRC ZED L = CIL o R™7Y lwn =9 pron | PRG _CED
- T T (TR A ’ HCew ) B. 5. | eRODUCED | BaL:
- : - - = e L DT Hﬂdnlﬂ“..n‘r‘ - TS HMH‘\MMH\M‘\\‘*,W - L LN l_ =R 13 1
. : : ” -

£ : P - o M ] A &, c

e PR ke 5! A ﬁk - g > . i _ B | |J

A Fad g e A | _ m m
- P T s N . S, |
; / ! ; . #
_ - : oo s | - -
iy % il ' | /7,

ey - _mb - St mw\ L &w

Ly
4
0
b
Y.
-~
)
3
b
4
§e.
r
(\
Q-\
A
L

i
i
|
- g - |
e e g | 1

™y
1)
i
A %)
o~
G
\\.
~
R
L~
]
s
Gy
N
b
™
j
) .'|
T
A,
II\
|I%
|~
M
|
I
|

t
S
|
~
-
L
:
v
|




kY
RS

L ]

e Ko e

PRODUCTION

PRODUJCTION RECORD .
WELL LILENSD N hnm_\muﬁ WELL Enmz.....mmm :

o P ' R . ‘ PNy ‘
.- %\\\MN\N\\NBN\ \\\NLQ\A.N »M\nn.!m&l\ri\ o e CL NAME P\\%.\M\xum@\%.\ KJRQ%L

.\ Wluﬂm - \icmnu.' TR s - ATION P «...t..%ﬁ- ‘\.\‘l‘mw\ul

i eoac T B L e . - =) li\. . e ALLOWABLE, -

A TR mi YAY A

. ‘ .| i e S m— =
i N.;\,. e T Dl e : ‘ DAYS | TOYAL "IL FIMULATIVE |TOTAL CUM # TCiaL | CUM. WATER lom
Slimy R e B : ‘4| PRLD-|. PF  SLCED ciL Oli. PROT ER | PRODUCED
o - PO ¥ et UCED ~-BLS. * PROD  ED sa8Ls (WAt FROD M _
et E TITIE iy s e e

e ; Ty ) . cA
AR f h. 5 ! NP %\D F

3 Tk 35 : R —_ I - NS

|
ﬁ
|
|

252 WK A

HEd Lo a le T M S G g A = e R T
P /= T = | = SE} ]
-i\m L2056 - , ,

m 2r.5 - Vi arrd ,

450 %.ﬁwh
w AL 368 290/

¢ ..\\MW\

/50 3Ye : . 5.0 Q&N.%Nm 38/ 2 Se | et Pra SRS L@-&.L:_i_i., L R

i -

y55 3612 : | 7.0 o xe B i S e o P ﬁ_ S S S A I

¥/
304 393/ - | e Bt 30 a0 | | g T S AR S

T

. ' X T - t - ) - . . " . _ P H
ST d2 3 | | RIS R NP R g e S ST RIS P

>, ) R
b rd l|. N . CorI . B — —— . R s - . :
f 1 3 - ! PR ’ . . : : !

A e i—e . i Aic e _— . . ] I : g

e . | | s _ - | T

W o~ : i i ~ : :
| sy PU— 4 1

4

U L L U Y

ELL A




_umOUCO.“. ON Mm,rm\mumu 1274

WELL LICENSE NO. nx\w <«

P
DA
’\m
P
e
“un
: by
i Ty : o
; v . !
' H i
' s : ; .
: i :
N VOt S EL! IV e = e e e e - R a8 et e et 1+ i s o 2 — -
Nial. 2 )

1275

-ATC 9

_ NAME ..@\\(@Nh«\ A WVQ\\«\&NLP\

cation. Ai— fHe — 7 — bNu

B o OO Uy S P U
B e e e

| DAYS | T- AL © | CUMULATIVE _ﬁuarr cum.
“+4| PROD-| PROLUTED o { GiL PROD

UCED 2BI.5. i RODUCED BELS.

* TO, AL
WATER PROD |

b

B

5
'
U

*
INCLUDES IGT M SECIMY

x

PROCUGCTION

WELL LICENSE

vy

R g




L
'f_'}

..:m
.w\!d
I

SO L S

G

i
£k,
¢
i

S
- \.‘\\ _ _
NG /oK S
T»\“.wn,..r.n \ﬂ.lx\\. .,\ B
¥ Leb b
3 L 248 o ]
A21 290
472 33] 2
wm\.r\\ P\\( S
: O e I
. Q N > N ,ﬂ /
- -

WELL L.IENSE

PRODUCTION RECORD
«.D.Jﬂpmm w

jp2s

¢

Va3,

b b E
Doy 32
RYANNN oY

o

\..n‘..b aﬁw\- -
R -
i

2000 4R
< T
s d

5

R S
%.I&M A e o AR - oy A B T T

197/

JATTERY NO

FigaT AROGLL Y O

TETT Falugtis
BoTiarL L pAELOLT
i
S a1 .
P -t
U— T e
I
'
t
i
1
!
i
i
i
- H
1
i
¢

-k

PR U

kY

5 —

FPRODUCTION

WELL LICENSE

A LOWABLE _

e L S

o><m1— TOTAL L % TOTAL ﬁ.ﬂ.r_z_ WATER .
i PRODUIED ! CIL PROD bwaTER PR DL PRGOS CED _ MO
BELS : B H BHLS. _ !
s mhme e = 4 b - - o -
! . | A B
i i - /s
: &
! W W
3 216 | I XA
h : _
: B ) 3.& B
- 2~ -
| . ]
N S “ L= 0.
| &
B i .4
! i
f
i
T
1
i
Iy
;- :
e i i
- !
I |
ﬂ LT I
|
7L i
;
: i
4 ] :
‘ |
- - = M.‘qlN .
I
.W ' i
$ - S T ) i
R :
4 1

. .
TNCLUDES SUTi.s Sk




TELEPHONES

ACCOUNTING 263-6161
EXECUTIVE 261-7670

HYDROCARBONS /.

574 . 330 FIFTH AVENUE S.W., CALGARY, ALBERTA T2P OL4

January 22, 1976

Department of Mines, Resources and
Environmental Management

Petroleum Branch

993 Century Street

Box 12

Winnipeg, Manitoba R3H OW4

Attention: Mr. H. C. Moster, Director

Dear Sir:

Re: Waskada Field
Unitization and Waterflood Application

In accordance with your request for information as outlined in
your letter dated December 18, 1975 relating to our application we enclose
five (5) copies of the following:

Item B(2) Recovery Factor

D. & 8. Consultants Ltd. has provided a letter in which they
show recoveries relative to water-oil ratio fractions.

It should be recognized that this information is based on a
five spot pattern when in fact we will have one Injector until
response dictates otherwise.

Ttem B{4) Performance Prediction

We have prepared a graphical presentation which includes past
production history of Omega's wells including;

(a) A prediction based on Table 3 of the D. & S§. Report assuming
Omega's share of the pool being 60% of remaining recoverable
reserves. Peak production is shown to average 8700 B/M
during 1978. The total recoverable oil for this prediction
is 561,200 barrels over the remaining life of the pool.

This is approximately 100,000 barrels greater than the
estimated remaining recoverable oil. Schedule A which is
the estimated producing rates is attached.

/2




-2 -

(b) The cross hatched area is a modified prediction curve
which accounts for the over production and the questionable
response from the currently shut in 11-30-1-25 well.
Therefore, the peak production rate was brought down to
correspond with the peak production year of 1968. The
recoverable reserve in this instance is approximately 50%
of original oil in place as calculated. The estimated
annual production rates are shown in the attached Schedule
B.

With regard to individual well predictions, we refer you to Tables

**8 to 13 inclusive, showing primary prediction only. It is our feeling that

any prediction of individual well performance for a pilot waterflood

scheme is of questionable value. In view of the lack of good reservoir

information such as gas production and pressure history we would regard

the prediction of pool performance under a pilot flood with a great deal

of uncertainty. Flood response of a moderate nature will make our efforts

worth while.

Please be advised that we have had considerable difficulty with
our gas measuring equipment and although we are doing all things possible
to rectify the situation we do not yet have individual well measurements
of a satisfactory nature.

Yours very truly,

OMEGA HYDROCARBONS LTD.

T Jack Hall,
President

TJH*vs

Encl.

«*% Note: D. & S. Petroleum Consultants Ltd. Report
Waskada Alida Beds 011 Pool - Waterflood Potential
dated August 1, 1974




December 22, 1975

Cmege Hydroceroins Lid.

S, = 330 Fifth ivenue Se We
Calgary, Albert:

_F Ol4

Attention: lr. 7.0, Ball
Presicent

Deer &ir:

Ter Selt Weter Production Leese
Iad, 11 of Seetion 20-1-25 WPif

Furrucnt to yomr letter to the Minister dsted September 10, 1975
requesting a periili to produce water from the Swmm Fiver zome through a
well loested on ike sbject lend, enclosed please find two (2) aoples of
& Salt Weter Frocuction Lesse,

You :re¢ requested to properly execute the subject leesse in
duplicate and retuwrn both signed copies to this office together with:

1. Jn applieation fee of tem dollere ((1(.CO), end
2. Tue first yesrr rental of forty doller: ($40.00).

Upon receiot of the above, the Lease shall be presented for

ooneideration,
/76
 steidid SDase o IAN. /TG |
foc'd Ao Wlanicn o AV, /e, Yours sincerely,
im - /fm ﬁ?%ﬂmﬁnf '5‘/76. Original Signed by H. C. Moster
Leal ;
Soas mrd Ao Owaya on Tav. '/76. H. G. Moster; F. Enges

Director; Fetroleus Bramch.
HOW/ ot
Inel.
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D&S PETROLEUM CONSUITANTS (194) LTD.

732 Calgary House—550—6 Avenue S.W, Calgary, Alberta T2P 0S2
Telephone: 403--266—1601 Cable; Denescons Calgary

January 19, 1976

Omega Hydrocarbons Ltd.
524, 330 Fifth Avenue S.W.
CALGARY, Alberta.

T2P 0L4.

Attention: Mr. T. Jack Hall

Dear Sir:
As requested, I have enclosed the information you

outlined in your letter of January 5th. 1976. I trust this
will be sufficient to answer the questions.

1) Bubble Point Pressure

Because there were indications of excess gas
production from the commencement of production it was
- assumed that the reservoir was initially saturated.
There are no PVT data to verify this assumption.

2) wWwaterflood Recovery Factor

The estimated waterflood recovery of 50 percent
was based on an evaluation of displacement efficiency,
areal conformance factor and vertical conformance
factor. The displacement efficiency was based on data
obtained from the literature and was believed to be
representative of this type of reservoir. The relative
permeability curves used in the study are shown on
Figure 16 of the August 1, 1974 report. These curves
were used to generate a fractional flow curve and the
corresponding recovery factor for a homogeneous system.

The areal conformance factor was assumed to be
represented by that of a five spot waterflood. A
similar result would have occurred if an inverted nine
spot pattern was considered.

...=.Cont'qa.

341 Quiord Street, London W1IR 2ED England
Telaphons 01-433-3448/% Tulex: 24380 Catle: Densscons London W1
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The vertical conformance acccounts for the effects
of stratification and was evaluated by a method similar
to Pratts et al (Pratts, M. et al - Prediction of
Injection Rate and Production History for Multi-fluid
Five-Spot Flecods - Journal of Petroleum Technology,
Vol. 11, No. 5, 1959, P. 98 ~ 105). This approach
divides the section into non-communicating layers of
various permeability and assumes they are flooded
individually with common pressure at the well. Water
injection into the different layers progresses at
different rates depending on the permeability of each
layer. The total performance at any given time is
obtained by a summation of the individual layers.

A summary of the three conformance factors at
various water-oil ratios is shown below:

Areal Vertical Displacement
WOR  Conformance Conformance Efficiency Total
0.52 0.783 -~ 0.690 0.392 0.212
1.04 0.830 0.775 0.410 0.264
5.20 0.950 0.945 0.470 ' 0.422
10.4 0.983 0.983 0.511 0.494
20.8 0.998 7 0.998 0.560 0.557
52.0 1.000 1.000 0.601 0.601

The total conformance factor indicates the recovery
of remaining oil and assumes an initial gas saturation
of 28 percent.

3) Performance

The production performance of the total field is
divided into Omega and Copperhead wells as shown in the
attached tables. Predictions are shown in the economic
runs of the August 1, 1974 report.

If you require additional information please do
not hesitate to call.

Yours truly,

D&S PETROLEUM CONSULTANTS (1974) LTD.

//%A

“—w. G. Fisher, P. Eng.

WGF:rk

D & S PETROLEUM CONSULTANTS (1974) LTD.




SCHEDULE A

Prediction of Waterflood Response
Omega Properties Waskada, Manitoba

Based on Table 3 - D. & S. Report

60%Z D. & S.
Producing Rate Time Adjusted Monthly Cumm. WF

Year Bbls. Rate - Bbls. Rate - Bbls. Production
1976 11,000 13,200 1,160 - 13,200
1977 97,400 54,000 4,500 67,200
1978 110,400 104,000 8,670 171,200
1979 67,250 89,000 7,420 260,200
i980 47,600 57,400 4,780 317,600
1981 36,900 42,200 3,516 359,800
1982 30,100 33,500 2,790 393,300
1983 25,400 27,700 2,310 421,000
1984 21,200 23,300 1,940 444,300
1985 17,300 19,200 1,600 463,500
1986 14,600 16,000 1,330 479,500
1987 12,600 13,600 1,130 493,100
1988 11,150 11,900 990 505,000
1989 9,970 10,600 880 515,600
1990 9,000 9,500 790 525,100
1991 8,200 8,600 720 533,700
1992 7,600 7,900 660 541,600
1993 7,000 7,300 610 548,900
1994 6,500 6,700 560 555,600
1995 4,700 5,600 470 - 561,200
Production to date 338,000

Total Primary and W F Recovery 899,200




SCHEDULE B

Predicted Performance (cross hatch area)
Omega Waskada Pool Area
Omega Estimate 50% Total Recovery

Monthly Waterflood

Year Average Annual Cummulative
1976 1,400 16,800 16,800
1977 3,500 42,000 58,800
1978 6,000 72,000 130,800
1979 5,000 60,000 190,800
1980 4,000 48,000 238,800
1981 3,000 36,000 274,800
1982 2,500 30,000 304,800
1983 2,000 24,000 328,800
1984 1,800 21,600 350,400
1985 1,500 18,000 368,400
1986 1,300 15,600 384,000
1987 1,100 13,200 397,200
1988 1,000 12,000 409,200
1989 900 10,800 420,000
1990 800 9,600 429,600
1991 700 8,400 438,000
1992 650 7,800 445,800
1993 600 7,200 453,000
1994 550 6,600 459,600

1995 500 6,000 465,600 *

Production to date 338,000 **

Total Recovery 803,600

* Note - This value corresponds with 472,527 Bbls. in Column 7,
Table 2, Exhibit 1 of our application.

&% Corresponds with Cummulative production of Colummn 6,
Table 2 plus estimated production of 1,200 Bbls. for
December, 1975.
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HYDROCARBONS /-

TELEPHONES 574 - 330 FIFTH AVENUE S.W., CALGARY, ALBERTA T2P QL4

ACCOUNTING 263-6161
EXECUTIVE 261-7670

January 14, 1976

Department of Mines, Resources and
Environmental Management

Mineral Resources Division

Petroleum Branch

993 Century Street

Winnipeg, Manitoba R3H QW4

JAE LG
369 A

Attention: H. C. Moster, P. Eng.,
Director, Petroleum Branch

rw“m_w_m
o
L

Dear Sir:

Re: Application - Unitization
and Waterflood - Waskada Field

In response to your request for information on estimated
production during down time as shown in Table 1 of Exhibit 1 of our
application for Unitization and Waterflood, we are pleased to provide
you with the following:

Well 3-30 - Correction 650 bbls. / 75

Down time is all of May and June, 1974 This resulted from
spring flooding of the surface lease. It was estimated that
lost production during this period was 650 bbls. based on

oot
the capability shown during a normal operating period. !2%}%.!/94,ﬁ i,

Wells 4-30 and 5-30 - Nereorreetdon 1./ /174?;’74”’4”?7?5 '

Although these wells were shut in for several days they were
able to produce their normal volume of production.

( Well 6-30 -~ Correction 150 bbls. , P

Down time is during January, 192#’which was caused by downhole
pumping problems found to be gas locking. Production was
estimated from normal operating periods.

Well 11-30 - Correction 75 bbls.

The period of shut in was September 1974 when the well experienced
downhole pump problems. Production lost during this month was
estimated from October and November, 1974 production.

N\
e e r e 2




Well 12-30 - Correction 250 bbls. * &

The period of shut in was May and June, 1974, at a time when
spring flooding caused weakness in the surface on which the
pump base and pump jack is located. Continued operation
could have resulted in serious damage to the pump unit.

If you have any further questions concerning the estimated loss
of production we will be pleased to assist you.

Other deficiencies should be forthcoming in a few days.
Yours very truly,

OMEGA HYDROCARBONS LTD.

. Jack Hall,
President

TJH*vs
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December 18, 197.

Omega Hydrocerbone Litd.
STie=330 Fifth iveme S. W
Calgary, Alberte

=p OL

Attention: Mr. T.J. Hall, President

Dear Sir:

Farthcer 1c our telephone conversstiom of Lecenber 16, 1975, this
1s to eamfirm cur request for submission of data supporting the following
1tems:

A' m }ieasuremggg

In the tlird peragraph, Pege 1 of D & S Petroleun Comsultent's
study on Weskadz, 1974s it states thet "Recemt pressure ne:surensnts suggest
that the reservoir pressure is in the 150 — 350 p.s.i. renge.” Flease submit
to tids office cd:t: supporting this statememt, Such dete should inelunder

1. The times end locations these meisurenents were
teken :nd the results, including the almt~in times.

2. The originel "discovery® reservoir pressurey
also the reservair's "bubble-point™ pressurec.

Flerse include in the submissions:

1. The resulis of sny messurements of gas production,
also the producing Ges-Cil ratios for the wells,

2. Oaleulstioms supporting the estimstion of 50%
ultincte recovery (d.e. — secondary recovery calculetioms).
P £ 8
g f 8 . 153, The pr.posed weter injection rite of the well 630125
(i - A | eand elvo the expected fill-up time.

[. Caleuletions snd grephs (production v time) indicating
the predicted performsnce of the wells end pool with snd without
gecoNd: Ty recovery.

....2



v & ieipati.

1, The sulmisslon should e#lese include the celeulations
used to determine the original oll-inflece for the traets
3-3C,; 4=30, 530y 630, 11-3C and 12-30-1-25 used in Teble 2
to Likibit No. 1 to caleulate the Finsl Tract Farticipstiom (%).

Z. #lso describe how the "down time” production used
in Table 1 wrs determined.

A revicw of our recoxrds on the subject well chows that after s
cement squeeze wis performed in Cctober 1975 to seal ofi the lesk in the
A" prodaction cosing, pressure bled from 400 pes.i. to 20 p.ssi. in ome
mimte which would indicate that there is still & completion probleam,
Please idvise tlhic office of your nlens to insure the proper completion
of this well for w:ter injection rpurposes.

in early reply to these items will ensble use to process your
spplicetions more effeéciently.

Yours sincerely,
Original Signed by H. €. Moster

H. G. ‘ﬂostﬂ" P. m‘.
: Director, Petrolemm Branch,
HoM/ et



L'n;tizctii;‘h amd \l\l

L-&‘.aul{na Q&€3+io ns at ]'lc:&rimg

- Tthm I 0 Chrficdo on aome Lo
4. Dgd A&ZJJ

— binelob, Vage o, Under Geolgy - The Tay
Zonk s m\f%.v.uﬂ{p_ Yo dhe weat dme to o Facies chamge .
o suwn me\d?., it 9«3 Zort. o wWed fo the el
At net imPermecdds. o Need Porther  Qaviticalin .

— \::mi ﬂ-l-»ifmc_e_, ?uya. S, Undan th.o—vbu.a
Focter Clolebionn ~ Gan athinatiin of Apbrocartom -
/m/_lf«a_ moﬂf%@ than 30 fecent .

A]e,«! Faurthes Comments

b. Exhibit Mo/, Unjt frepesed ond

thhf&q{ plom i “

- .D‘f\ﬂ\utl-e'n of ‘down Cime. Further e.;tP'MaMw S
Yo how they apply “down time Corvection” Uned i Aable L.

— Thece 15 a rather  abunermal  Aiffurnce between
Takerim  and Final Pm.iwfdlm Presnt on the wells
3-30 omd H-30-l-25  ( 23. 67 kenim ond 13.3747
{n’uﬂ fw 3-36 % 20575 ) intorin and 3984 ) final
)1,» #.30) . Need  nogalty Reltrs Comnont 27




- Need Fucther Acffarting deati e to the Uatenunt
on M Wond Aire , Poor § Y Lajeckion pales
pmdncated dat e well b-30-1-2%  weld accapk
wWaktn An e par i "6 lLLooo bbls /a/f\y wibh O wellhead
Posan o We cndd mentan thak i oun Lol

It‘em /\/_O. .ﬂ-—-‘ Wmflmd.ﬁg

- Ealnated \4%, 7{ Prefect , at whak afege
At posl wdl e Comaidend “Unecmomical to
froduce “ (auesf"w\ not neccasdan jdaZk
- Yhe uﬂﬁ%’.{ s fucc.../.:f,% , Wha? e Zhe
ie.  om ohudds b 4 poulhenn uMAww%
re. datt a well o~ /3-30 /n, M«-&i%
o WA Omegn analyge the imjecdid Waln o
/n«Z& Mﬂmjé 7 Hml/ﬁw 7 whet
mithod Lt Uned 7 Fe. put dge . fiinle

4nd &%%/Mcd Wate .

- wﬂom?um& WW%M%
- What nMﬁM AL fall %/M:}
Weuld /M% epceced ;tu,/éa allowinrce ">

(60 BH)







v .n;lf'\
wiatoesd 5

<A

TELEPHONES

ACCOUNTING 263-6161
EXECUTIVE 261-7670

December 22, 1975

Department of Mines, Resources and
Environmental Management

Petroleum Branch

993 Century Street

Box 12

Winnipeg, Manitoba R3H OW4

Attention: Mr. H. C. Moster, Director

Dear Sir:
Re: Unitlzation and Waterflood Application
Waskada Field, Manitoba
In accordance with your request we are enclosing the following
information:

1. Summary of reservoir factors including estimated primary
recovery and original oil in place for each of the six
spacing units.

2. A copy of a report prepared by Delta Consultants in
October, 1971 referring to fluid level surveys.

3. A summary of shut-in pressure readings taken from drill stem
test charts, relating to pressure decline during the
development period.

4, A copy of a letter from Omega to D. & S. Consultants
relating to a fluld level survey conducted in July, 1974.

5. Reference to the Lasiter Correlation - This article is taken
from AIME Transaction, May 1958, and Journal of Petroleum
Technology, May 1958. A copy of the article is enclosed
for your purposes.

As mentioned to you we have very poor records on pressure his-
tory of this pool. Omega ran a fluid level survey in mid summer 1974
and from records presented we could not determine a definitive fluid
level on any of the wells. Our best estimates from the sonolog tapes
would reflect an operating pressure in the range of 20 - 120 psig.




-2 -

The pool may very well be producing on a gravity mechanism as the up
dip wells are not performing as otherwise expected.

We have just recently moved the satellite separator to the
main battery and have started taking gas readings. GOR on 12-30
appears to be in the range of 1000 whereas the two wells situated along
the down dip side of the pool (4-30 and 5-30) appear to have a very
low GOR in the range of 120 - 200. Hopefully, we will have more
precise data within the next few weeks.

As for our proposed water injection rates, that will depend on
the capability of the water source well and injection pressures.
However, our current objective is approximately 1000 barrels per day.
This will provide reservoir fill up within an eighteen month period.

Regarding the graphical presentation of past reservoir
performance and projected waterflood performance, we have not yet
prepared such a graph. However, it is expected that we will attempt
to prepare an illustration of our expectations keeping in mind that
this is a pilot flood program. Our only reference to projected per-
formance at this time is shown in Table 3 of the D. & S. Consultant's
Report, which encompasses the entire pool and two injectors. Our
application is intended to cover a portion of the pool and one
injector.

Yours very truly,

OMEGA HYDROCARBONS LTD.

7 .
%é—’é&
ack Hall,

President

TJH*vs

Encl.




ACROLL OTL & GAS LTD.

"REPORT ON WELLS IN WASKADA AREA

._Pf‘? J'gg{- by . .
:254,7/9 Cansofand T3
Come Grd I S B -




October 4,; 1371,

Shoot fluid levels on all wslls to Jetermine bottom hole nump
efficiency and a shut in bottom hole pressura darived Zron
6-30 whicnh had ba2en shut in approximatelvy 30 days nricr to

surveay.

Oxtain oil sample and analvze to determinsz »rover acid stinmula-
tion.

Hell Jts. Thg. Lavel from Prassuare Pumn

Ho. In Hole Surface Csg. Submergence
3-3C 93 95 13 n»sig 93"
4-30 98 95 12 »sig 55"

- 5-30 93 87 23 psig 32!

6-30- 96 79 _ - 52 psig 327

11-30 Y 98.5 9 20 psig 1

12-30 104 101 24 osig 93"

ANALYSIS OF FLUID LEVEL DETERMINATION:

3-30 The sonic survev shiows a pumn submergence of 93¢
attempt to pressure up punp showed a pressure incr eas
upstroke nhut a nressure loss on the downstrokz which
a leaking standing valve in the bottom holz pump., Th
rerained constant when the pump was stopped, this was ﬁ ne to
check the tubing for lzaks.

'?he high annular fluid l=svel provas very low svsten effjiciency.

Ye recommend the bottom hole pump ba repaired.

Thatinasd L . . . 2




I S 1 . 4 . - -
4=39 The samg clrcumstancas ax
e
>

s leaks, but the Zottom hs

30 The pottom hole cump is operating at mzaxinum efficiency
1
A

5

and the tubing has no izaks.

5-30 The survey indicates a surface presssure of 62 PSIG; 527%
of fluid at a gradient of .35%/ft or 184.,5 P3IG, hydrostatic of
£luid; and at gas nydroshatic of 5 psi equals total hotitsm hole
prassure of 62 + 184.5 + 5 = 251.5 PSIG

The bottom hole pressurz destermined above mav be incorracht dua
to formation plugging and/or wellhead leaks, bukt is accurate
enough to show a substantial drop dus to deplation.

11-30 The bottom hole pump is cperating at maximum er*lniency
and the tubing has no leaks.

12-30 The pressure test indicates the botkcom no’e pump does not
need repairs and the tubing does not leak, but the bottom hole
pump is prone to gas locking. This rhsul;s in poor svstem
efficiency, and explains the high fluid level encountarad in

the well.




Dossbar 5, 1371,

Cetermination of production capabilicy 2f each well o
recording annular £1:id rise in 3, L9 and 37 minute intsrvals,
afcer shut in,

Wall Shet Shot Shot Czor. Calea-~ Pro-
£ #1 #2 £3 - BSI3 lated rated
3-30 55 55~ 94+ 13 12 12
4-30 25 55— 95+ : 20 12 g
£-30 7 5o s . 22 72 59
11-30 ‘ 93.5 28.53 - 98+ 19 4 3
12-30 101 101~ 100+ 24 i¢ 7
15— Two~

Due to a foaming condition in the annulus the calculatad production
is high, however an actual production rate of 39 BOPO was used

and each well prorated back to this amount +o determine nore
accurately the productivity of each well. ‘

It was assumed that ths2 GOR on each wall remaired constant,




P

u-C‘CJ-.a.':.." ) .L S .
lzedzr 8 & varvice Fic.
.

Tull pump ani rods on H-30
- < N
211 pump and  ryods oa 4--330.

-l = = 7 P 3 T Theme L T7d e ) -
Dbl pun2s ware talion to Continentzl Tmsco o Tivdlen far renairs.

+

or ra2pniss, mich indicates
1z sTom nla o,

e pump from thae 4-30 Wwell roguired replacement »% th> standing
* to weAar and ourTssion. -

tanmnles of wax and oll were cuitzized fram ine battom hol: sumps

for further analysis in order to dzfinately determine the proner

scirulation traatment. S :

Za2 3-39 location was too web to pull tho rods and pump at the

przsent tima. . :




Tin in bottom hole mump and cods at 4-33.,

P S
LT

3
—

An acid treatment for production stimul
2

aT 130 1 = iy
1552 gals >.3,D, with 733, {(23% HCL) 39% D.A.D,with Anti-

cid emulsion was % hours

t in 30 mins.

Tha retarding atfect =7 this a - The
acid was snozted o ttom and left for 30 minz. Squeezz 3 hbls
ot ~ 1
) I% nu :

at 1/108 BPM, ar 2°
Scueeze 3 bbls at 1719 ST at 123 PSIG.
Stut In 15 wmias.

Suauceze 6 bbls 2 1/5 BPH at 0 pressure {vacium} at maximuxm rate
£ 1/3 BPM. Run in 3H numn and rods. Allow z2cid to rerain in
formation for 1 3/4 hours prior to start up of »uTp uwniina.

Total time anil in fovmatlon = § hours.

i T

L

-~

b
.
LA,




zoower 8, 1971,

Pull pump and rods on 3-30.

The standing and travelling valves showad signs of wa2ar and
corrosion. The seating cups showed severe wear and wax
replaced. ‘

The controls on the test separator on 6-30 were dismantled,
cizaned and re-adjusted to facilitate testing of wells.

A sonic fluid level on 6§-30 indicated a pump submergence of
1020' under pumping conditions at a rate of 60 BOPD, recorded
on test separator. This level may be lower than recorded due
to foaming, but shows a marked increase in the production rate.

The pump strome/mlnute was 1ncreased to 12.5/minute which would
rasult in a rate of 51 BOPD at 80% efficiency.




r - e oy e - - ~n ‘:' as - S, m e H— ,. - N
T oh2st separcisT atb L-30 was fancnioning nars

. .
minor adjustments wars n2Iassary.

tian oIf tha trea toar ak 11-30 showsd

TALLy,

hovevar

normal oparation.

Fluid lewvals performad on 6-30 showed 10337 of punn submergences -
at a rake of 73 207D, »nrowving the 1neraSe of productivity aftar
the stimulation.

tast on 6-32 w21l to X=ep c
£ L

e:="m1ne the a

A fluid’level on 4-3% showed tha

ic, 1971.

Cheeck on well at 8:00 ALM,
Shoot levels at 4-30 and 6-30.
‘Tha results were similar.
Checl separator operation.

Drive to Calge ry

ok an :
the stimulation

fluid on bottom,'

tha
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July 29, 1974

D. & §. Consultants Ltd.,
7th Flr.. 55@ - ﬁth AVQ. s.“o’
Calgary, Alberta.

Attention: Mr. George Misner

Dear S5ir:

Exclosed please find two produet:lon S\UENATY !om, both of which -
1liustrates royslty details on Omega's wells.

Also, we have obtained by telephone the f£luid J.aval s‘nots that ware
mentioned to you by telephone today.

Fluid levelse awe as follows: ‘ - )
' CASTING ESTIMATED
WELL *  TUBING JOINTS TO YLUID FLUIR LEVEL OVER PESFS PRESSURE _PREGSURK

3-30 95 i - 85° 20 PSIC 50
4330 96 70" 20 45 ¢
530 ‘ 96 . £0! 20 40
6-30 ‘ 94 g ' 00" ' 20 . 120 -
11-30 - 14) 220" 14 70
12-30 . 99 ' 0 20 20 .

Producticn from & wells 40-45 bbla/day. )

: Y 0;" Grac,r.cnf & .39 fs'///f

» This well has beem shut in for about two weeks because of pump problems.

#% Thig well has been shut in for several months following an acid job and
has not responded to pumping. It will be reworked in the near tewrm.

We have not been successful in raising Stewe Hegion by telaphone so I

have asked Whistler Petroloaums for the royalty dauils, which will be for-
warded to you, _

..../2




If we can obtain any other useful information such as operating
cost, now estimated to be $350/month, we will forward same to you.

Yours very truly,

OMEGA HYDROCARRONS LID.

T. J. Eall, P. Eng.

TJE fral
Enclosures




WASKADA OIL FIELD

Waskada Well Number Date of
Test
*11-30~ Jan/67
5-30 March/67
8-25 May/67
6-30 Nov/67
3-30 Nov/67
12-30 Nov/67
4-30 Dec/67

#11-30 was the discovery well indicating

Summary of Drill Stem Test, Pressure Data
taken from D,S5.T., Charts of Waskadz wells -
indicating reservoir pressure decline over
the first year of production.

Initcial
Shut-in

PSIG

.1358
1335
1334 .
1017
1109

1000

Final
- Shut-in
PSIG
1338
1353
1334
- 1017
1109
951

. 937

an original reservoir pressure of 1358 psig
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Bubble Point Pressure Correlation

ABSTRACT

A correlation of the bubble point
pressure for black oil systems Is de-
veloped using the standard physical-
chemical equations of solutions. The
correlation is based on 158 experi-
mentally measured bubble point pres-
sures of 137 independent systems
and ir axpressed in terins of the
usually measured field parameters—
flash separation gas-oil ratio, tank oil
gravity, total gas gravity, and reser-
voir temperature.

The data were obtained on sys-
tems produced in Canada, Western
and Mid-Continental United States,
and South America. The average er-
ror (algebraic) in the representation
Iy 3.8 per cent, and the maximum er-

_ror encountered is 14.7 per cent.

INTRODUCTION

In the absence of experimentally

measured properties of reservoir
fluids, it is often necessary for the

Aield engineer to make estimates re-

garding the fluid properties based on
the usvally measured producing pa-
rameters. To aid in these estimaltions,
various carrelations have appeared in
the literature in recent years. Among
tho pertinent properties of interest is
the bubble point pressure. A correla-
tion for this parameter has been re-
ported by Standing'. However, this
correlation was based essentially on
California produced crudes and this
limitation was pointed out with its
prescntation. The corrclation pre-
sented in this paper utilized data on

crude oil systems from Canada, Wes-

Original ‘manuseript reecived Iin Soclety
ol Petrok'um Engingers oflice Sept. 16, 1957,
Revised manuseript recvived April 8.0 1958,
Paper presented at Fall Meeting of Southern
Californin Petroleum Section in Loy Angeles,
Oet. 17-18, 1957,

References given at vnd of paper,

VOL, 313, 1938

J. A LASATER DALLAS, TEX.

tern and Mid-Continental United
States, and South America.

CORRELATION DEVELOPMENT |

The basic assurnptlon used in this
development is the same as emp!oyed
by Standing’,

p=HR,v.,4T) . . . (1)
There is a wide variety of ways to

combine these parameters; however, -

in this instance the combination was
made on the basis of Henry's law’.
Accordingly, the relationshkip pro-
posed is ‘

o=y, . .- (2)
Although Eq 2 deﬁnes an individual
systern, it.is of limited value since H'
is a function of gas-phase composi-
tion and the system temperature.

It was observed that for the sys-
tems where the bubble point was
measured at several temperatures that
the ratio of the bubble point pres-
sures and the ratio of the correspond-
ing absolute temperatures (°R) were
practicalty ideatical. Thus, for cor-
relation purposes the bubble point
pressure may be taken as a direct
function of the absolute temperature.
This relation is valid only for those
systems that are not near the critical
point. Accordingly, this correlation
will be inadequate for systems in the

_tegion of the critical point.

The solubility of the various hy-
drocarbons found in the gas phase
increases with the molecular weight.
Thus, the saturation pressure should

~ be inversely related to the gas grav-

ity.

Applying these principles to Eq. 2
and rearranging terms gives:

o)
SL)T(._Y__ = )',H e . (3)

The variables on the left side of
Eq. 3 were designated as the “bub-
ble point pressure factor”.

MAGNOLIA PEFROLEUM CO.

n,
n, +n, ce 9
The number of mols of tank oil
per batrel is a function of the *mo-
lecular weight” of the tank oil. Al-

P =

: though the taok ail is & complex mix-
- ture, it was assumed for the purpom

of this correlation that a unique mo-
lecular weight could be assigned to a
given oil. This was designated as the
“effective molecular weight”, and was
related to the oil gravity,

M,=(T) . . . . . (5)

This empirical relationship was
developed simultaneously with the
correlation by assuming values of M,
and working to obtain a smooth
curve for both the correlation and
the effective molecular weight. The
relationship between the oil gravity
and the effective molecular werght
used in this correlation is shown in
Fig. 1.

The effective molecular weight is
somewhat higher than the molecular
weight of the C., fraction. The dif-
ference between these values is larg-
est for the low-gravity systems. It is

- noted that this effective molecular

Timt $u, GASTT el
E
T

1% PR NN IS A TS SEEN S
L I . T T R ¥ -,

SIUTVE RSN SR W T e,

Fic. 1 —Errrcrive MotecuLar Weisur
" Recatep 10 Tanx O Gaaviry.

370
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~reight relationship corresponds

" closely to that given for crude oil
syst¢™™ with a UOP characterization
factor” of 11.8.

The relationship between the bub-
ble point pressure factors calculated
from the experimental data and the
gas mol fraction is shown graphicaily
in Fig. 2. Representative values of
the curve are given in Table 1, Since
the representation of Fig. 2 is not a
linear function of the variables, H
is not a constant. Thus, a simple
analytical expression was not ob-
tained, and it is necessary to rely on
the graphical representation of Fig.
2 to obtain g, from y,.

The bubble point pressure for a
given gas-oil system may be obtained
from the correlation by the utiliza-
tion of Figs. 1 and 2. The effective
molecular weight is established from

- the crude oil gravity, Fig. 1, and the

gas mol fraction is obtained from the

following equation.

L] 1 L

%

L

—_ ]
1

saf : .
aslk _. o
asl _ 4
(718 ’ A

sl .

BUBBLE FOINT PRZSSURTE ACTOR -

I i A i
¢ .t [ - - 1o

SAS Nl FRACTYN

Fic. 2—ConrnreLation or Busstx Poinr
Paessuse Facron,

TABLE 1—3MOOTHED BUBBLE POINT FACTOR

FUNCTION
Gas Mol Bubhje Point
Fractlon Pressurs Faclor

0.08 .17
0.100 _ 0.30
0. .

ot 83
oiee b
i o %
i i
0.4%0 380
0.700 430
3 i
0.830 870

_ R/3793 ©
Yo 350y,
R/3793 +

M,

The value of the gas mol fraction
is applied in Fig. 2 to obtain the
bubble point pressure factor. The
bubble point pressure is calculated
by use of the following equation

N CH10 :- 49.8) o)

The 158 experimentally deter-
mined bubble point pressures of the
137 independent crude oil systems
were compared with the values pre-
dicted by the correlation. This com-
parison showed an algebraic devia-
tion of 3.8 per cent. Approximately
21 per cent of the data points show
a deviation of 0.5 per cent, and 80
per cent have a deviation of less
than 6.5 per cent. The maximum er-
ror encountered was 14.7 per cent.

The ranges of the field measured
parameters covered in this correla-
tion were as follows,

Subbie point presswres 40-3780 peie
Flath gas-ail roties 3-2908 cv ft/ bl
Tank sl gravities 17.9.51.1* AP
Tolal Gas gravilies

falr = 1.0) ’ 0.574-1,223
Reservoir lempevatures -82-272°F
Separuter stoges

(stock tank = 1) 13
Separator temperatures 349040
Seporator presseres 15.5035 pala

This correlation was based on sys-
temns essentially free of non-hydro-
carbon material. The presence of
large amounts of nitrogen, carbon
dioxide, hydrogen sulfide, etc., will
result in the predicted bubble point
being low. The following is given as
a guide to the effect of the presence
of non-hydrocarbon materials.

Error in
N Por Cont PFredicied g
Canponent of Gas {Por Cont Jow)
Carhen disxlie [X} 5.0
Hydrogon sulfide 3 -
Corbon disxide 3 1
Nitregen 2.5 2.7
Corben dioxlde 0.3 -

A calculation chart has been pre-
pared based on this corrclation that

permity rapid graphical evaluation of
the predicted bubble point. This cal-
culation chart is shown in Fig. 3.
The efror distribution using the cal-
culation chart is csscatially the same
as found for the correiation.

CONCLUSION

The correlation is generally appli-
cable to a large number of producing
areas and provides a rapid methogd of
estimating the bubble point pressure
of crude systems with a reasonable
degree of accuracy.

NOMENCLATURE

f = function
¥, = total gas gravity (air-= 1.0)
7. = tank oil specific gravity
H’ = general Henry's law constant

H = specific Heary's law constant
{independent of gas com-
position and temperature)

M, = effective molecular weight of
tank oil .

n, = mols of gas

r, = mols of tank oil

¥, = mol fractiop of gas

P = bubble point pressure, psia

pr = bubble point pressure, factor .

R = total flash separation gas-oil
ratio, cu fi/bbl (measured
at 60°F)

T = tank oil gravity, “API (cor-
rected to 60°F) -

t = temperature, °F

T = absolute temperature, °R
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WASKADA OIL FIELD

SUMMARY SHEETS

containing reservolr factors and oil reserve
values for each of the Omega olil wells




OIL RESERVE DETERMINATION

Well: ' _ Led. 3-30-1-25 WPM

Zone: Alida {Intarval 3027 - 30407;
Pay Thickness: 11.0' (log and core analysis)
Average Porosity: 11.5% (log and core analysis)
Porosity Range: 9.0 - 15.3%.

Recovery Factor: 25%

Formation Volumé Factor: 1.1507
Connate Water: 35%

Average Permeability: 2.2 md.

Based upon ﬁhe above reservair factors, thé proven
primary recoverable oil in the Aiida Formation was calculated at 126 -
Barrels per acre - foot and the original oil in place at 504 barrels
per acre - foot. |

. : v T
Based on a productive area of 440 acre -~ feet, the proven

primary recoverable Alida oil underlying Lsd. 3-30-1-23 was calculated

at 55,500 Barrels and the original oil in place at 222,000 Barrels.




~

CIL RESERVE DITERMINATION

Well: Lad. 4-30-1-25 WPM

Zoune: Alida (3046 - 3064")

Pay Thickness: 15.0" (logs) 16' (core analysis)
Average Porosity: | 17.9% (logs) 17.5 (core analysis)
Porosity Range: :' 8.0 - 23.3%

Recovery Factor: 25%

Formation Volume Factor: 1.1530
Connate Water: 35%

Average Permeability: 45.2 md.

Based upon the above reservoir factofs includin# the log
data, the proven primary recoverable oil in the Alida Formation was calculated
at 196.0 Barrels per acre — foot and original oil in place to be.784 Barrels
per acre‘~ foot. |

#o

Based upon a productive area of 600 acre —_feéq, the

proven primary recoverable Alida oil underlying Lsd. 4«30—1—25'was
calculated at 117,000 Barrels and the original oil in place is 568?000

Barrels.




P«

Q11 RESERVE DETERMINATION

Well: Lgd. 5-30-1-25 WP

Zone: Alida (3046 - 3062').

Pay Thickness: 15.9' (core and log analysis)
Average Porosity: 14.3% (core and log analysis)
Porosity Range: _ 7.6 - 21.7%

Recovery Factor: 257

Formatian Volume Factor: 1.150
Connate Water: a5%

Average Permeability: 41.2 md.

Based upon the above reservoir faqtors, the proven p;imafy
recoverable oil in.the Aiida Formation was calculated at 156f0 Earrelé
per acre - foot and the original 0il in place at 624 Barrels per acre —
foot.

1342
Based upon a productive area of 636 acre - feet, the proven

———

primary recoverable Alida oil underlying Lsd. 5-30-1-25 was caiculated'

at 99,000 Barrels and the original oil im place at 396,000 Barrels.




OIL RESERVI DETERMINATION

Well: Lsd., £-30-1-25 WpM

Zone: | Alida (3022.— 30347)

Pay Thickness: 12.0" (log) (7.9°F coré énalysis)
Average Porosity: | 9.07 (log) (10.0% core analysis)
Porosity Range: 6.6 - 15.5%

Recovery Factor: - 25%

Formation Volume Factor: 1.150
Connate Water: 35%

Average Permeability: 5.4 md.

Based upon the above reservoir facrors, the'prﬁven ori#inal
0il in place in the Alida Formation was calculated at 399 Earrels per
acre - foot and the original.oil in place ag??QS Barrels per acre — foot.

Based on a productive area of 480 acre — feet, the proven
primary recoverable Alida oil underlying Lsd. 6-30-1-25 was calculated

at 47,500 Barrels and the original oil in-plaﬁe at 190,000 Barrels.




™

OIL RESE2VE DETERMINATION

Well: : Lad. 8-25-1-26 WFM

Zone: Aldida (3068 - 30D847)

. This zone tested water on a drill stem test and the well
was abandoned., Electric logs and diamond cores indicate similar
characteristics as the 4-30-1-25 and 5-30-1-25 wells. The pay section

appears to be entirely below the water line.




™ OIL RESERVE DETERMINATION

Well:

Zone:

Pay Thickness:

Average Porosity:
Porosity Range:
Recovery Factor:
Formation Volume Factor:
Connate Water:

Average Permeability:

Lsd. 11-30-1-25 WPy

Alida (3026 - 3038")

6.0'" (log}) 5.17 (core analysis)
9.8% (log) 9.6% (core analysis)
6.4 - 14,22

25%

1.150

357

4.85 md.

Based upon the above reservoir factors, including the

log data the proven primary recoverable oil in the Alida Formation

was calculated at 107.4 Barrels per acre — foot, and the original oil

in place at 430.0 Barrels

per acre - foot.
339

Based upon a productive area of 240 acre - feet, tha

proven primary reocverable Alida oil underlying LsdQ 11-30-1-25 was

calculated at 25,800 Barrels and the original o0il in place at 103,000

Barrels.




- O1L RESERVE DETERMINATLON

Well: ' Lsd. 12-30-1-25 WPM

Zone: ‘ Alida (30490 - 30357)

Pay Thickness: . 10.5" (log)‘S.S' (core analysisj
Average Porosity: 11.8% (logj 10.6% (core analysis)
Porosity Range: 5.8 - 13.9%

Recovery Factor: . 2574

Formation Volume Factor: 1.150
Connate Water: 35%

Average Permeability: 41.8 md.

Based upon the above reservoir factors, including lqgl
data, the proven primary recoverable oil in the Alida Formation was
calculated at 130 Barrels per acre - foot and original oil iﬁ pléce at
518 Barrels per acre - foot,

o

Based upon a productive area of é;é_gggg_:_gggt, the
proven primary recoverable Alida oil underlfing Lsd. 12-30-1-25 was
caleulated at 55,000 Barrels and the original oil in palce at 218,60d

Barrels.




b AP

TELEPHONES

ACCOUNTING 263-6161
EXECUTIVE 261-7670

011 and Gas Conservation Board !
Petroleum Branch '
Department of Mines, Resources and Environmental Manag
Province of Manitoba ;
993 Century Street

BOX 12

WINNIPEG, Manitoba R3H OW4

mefiit

Attention: Mr. H. C. Moster, Director

Dear Sir:

RE: TUnitization and Waterflood Application

In further support of the above referenced application,
we enclose twelve (12) counterparts of the Unit Agreement entitled
"Unit Agreement - Waskada Unit No. 1 Manitoba, Canada". These
agreements are being forwarded to all Royalty Owners today and we
expect to obtain immediate response from all parties.

These documents may be classed as Exhibit No. 5 in our
original application and unless advised of any deficiencies we will
assume that requirements have been met prior to appearing at the

hearing.
Yours very truly,
OMEGA HYDROCARBONS LTD.
2 2L
T. J. Hall
President
TJH/d1w

Encs.




~ WP -/

O+ﬂ/6;fpm,¢(wﬁ. /;D(M/z oot IS, fodion > Zggaehad.
) SB3ad. DA Tdk > Zopuhkd

" - ' (M 2?/7) _‘/G,.N'{f— S.uA. M ?ﬂ?«ﬂﬂ‘?&fk
foain, 06 e+ (&t 2oz ) W iT i = Fablit A B
o /!/é Lewre QwA /?5 (M‘ﬁv) /éﬁf ﬁb I'aJ = Yt Lo o Vit
/»«TAWﬂé&q (flm? "/67) Ve ot LhTin ASL 7/%4,41-4#44




PS-£-25
Province of Manitoba

inter-departmental memo

Yo:

Dote  pecember 2nd, 1975.
Mr. H. C., Moster,
Director of Petroleum Branch,

Mineral Resources Division,
993 Century Street.

from 3, S. Roper,
Policy Advisor,

Subject: Draft Unit Agreement - Proposed Waskada Unit No. ] - Omega Hydrocarbons Ltd.

First [ Fold

Due to the pressure of other responsibilities, Mr. Cawley
has requested that I respond to your memo of November 20th, 1975 on
the above subject.

Re: Your Recommendations

v

1. Concur with your proposed addition to clause 302,
2. Concur with your proposed addition of clause 503.

{1) Question: In the event of acceptance of
clause 503, it is assumed that the Board would
have to approve any change in the Unit Operating
Agreement. 1Is this correct? (see comment (b)
under General)

3. Suggest rewording clause 802 to allow only for -~
re-injection for enhanced recovery purposes.

4, Concur with changing clauses 901 and 1501 to read <
"t@w'" instead of "one'".

5. Suggest rewording clause 1401 - "The unitization
provided herein shall become effective at 0800 hours,
official time on the first day of A.,D, 197 ",
Such date being set by the Board.

6. Concur with your proposed clause 1312, -~

7. "Tract Participation" factors should be included
together with the calculations thereof.

8. Concur with your recommendation re "Exhibit B"
General

(a) In view of the inclusion of the four Copperhead wells to
the south in the D. & 5, Petroleum Consultants Ltd. report
and in the interests of conservation, efficient and
economical development and production, it 1s suggested



- Mr. H. C. Moster -2 -

(b)

(c)

JSR/eh

that the applicant, other parties that may be involved,
or the Petroleum Branch, should demomstrate to the Board
why the Waskada Field should not be unitized at this
time, rather than to proceed with partial unitization of
the field.

In view of the apparent lack of interest in unitization
by Copperhead, it is recommended that this application be
the subject of a public hearing of the Board so that all
Persons have the opportunity of presenting evidence; also
that the Board may deliberate the matter of partial or
total unitization of the Waskada Fileld.

Mr. Redgwell's comments in the second and third paragraphs
of his memo to you dated November 19th, 1975, are significant
and it is suggested that the Petroleum Branch should place
itself in a position to make recommendations to the Board

on both subjects.

. 5. Roper

c.c. - Jas. T. Cawley, P. Eng.,
- Dr. 1. Haugh,
- Mr- J- Redgwello




PS-f-25
Province of Manitoba

inter-departmental memo

To:

Date December 2nd, 197

Mr, H., C. Moster, " Fom I, S. Roper,
Director of Petroleum Branch,
Policy Advisor,
Mineral Resources Division, oriey advisor DEC 2 1975
993 Century Street. EY

First l Fold

Subject: Waterflood Application - Waskada Field - Omega Hydrocarbons L_thT ROLEUM BRANCH

Copy of Omega's application to the Board to initiate
a pilot waterflood scheme in the subject field, dated
November 19th, 1975, together with Exhibit Wo. 1, 2, 3 and 4
is acknowledged.

Review of the material suggests that the subjects of
unitization and waterflood can be handled at the same time and
it is suggested that the Petroleum Branch prepare the material
accordingly.

Some of the comments in the exhibits appear to bear on
the advisability of unitizing the field and waterflooding the field
versus partially doing so.

As per our telephone discussion the D. & S. report
suggests a different sequence in initiating the waterflood than is
being proposed by Omega. However, this is undoubtedly occasioned
by the lack of interest on the part of Copperhead and Whistler,
Your attention is drawn to Exhibit No. 4 re Copperhead and
reference to possible expansion.

Subject to concurrence by other members of the Board, it
is suggested that, if possible, the several matters presently
requiring the attention of the Board be included in one agenda
for a hearing; further that the hearing be convened in Winnipeg
at an early date convenlent to the Chairman.

JSR/eh

c.c., - Jas. T. Cawley, P. Eng.,
- Dr. 1, Haugh,
A MI'. J- R.EdiEll-
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November 20, 1975
The Oil & Matursl Ges

Conservetion Board: He C. lioster
Jas. T, Cawley, P. Inge.y Chairmen drector
J» 3« Hoper, Deputy Chalrman Petrocleum Branch
I, Beugh, Member

Draft Und

Via letter dsted October 6, 1975, Cmega Hydrocsrbons submitted

& draft copy of & proposed Unit Agreement covering & porticn of the
Waskade Fleld recuesting an anewer as to the acceptebility of the draft.

Sec. TH(2) of The Mines Act states that & unitizstion sgreement
"shall not be jut into effect unless the sgreement has been epproved by
the board,"

Sec. 7.{3) states "The board shall not approve : unitigation
agreement . . . unless the royaliy owners . + » zgree to ihe unit operation
thereofy either o prriies to the unitizstion agreement or by separste
cgreement. "

In light of the sbove it sppesrs that only zn opinion or suggestion
should be given «s the dreft sgreement prior to it being finelized, approved
by the royalty owners and submitied to the Boerd for officicl epprovel,

The criit wes checked by compering it with the "Norwel"™ unditizétion
agreements usec to cete in Memitoba (Chevron's stemderd formet). AL
the essentiel ingredients :ppetred to be included, ihe wording in the dreft
varied significently., The dreft and & copy of the unit cgreement for West
Butler Unit No. 1 were submitted to tiie Depertmentel Solicitor for comment.
These commentes werc received viz memo dated November 19, 1975 (copy atteched).

A check on the standsrd unitizstion agreenent precently being used

in Alberta encd recommended by the Minister of Emergy and hcturel Lesources
indicated tke drzft to be clmost identical (copy of Hortl. “itscoty attuched).

Reconmendstions:

Witk the concurrence of the Board, I propose t contact Quega
with the following suggested smendwents to the proposed :pgreememt:

1. Add tke following to cleuse 3C2:

"subject to the Working Interest Owner's rights snd interests .
therein s may be set forth in a Unit Operating Agrecment.™

.000.2
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SRR IRE R g
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2. AMd the following eleuse sfter dlsuse 502

503, init Operating Agreemmt

If more than one person xseutes this ogresmemt os ¢
¥oricing Interest Cumery than the Werking Interest Owners
shall negotiste snd sxseute ¢ Uit Opewreting Agresment,
mnungmmmm'mmmoxm
wsummm the distribution of costs smeng

the Working Interest Owunevs, Until sueh Unit
mmmtmammmbymmngmmmm. ’
myumemmmﬁmmumtmau-m v
by the person holding the Working Imtewrest in the
of the Tracts mey be qualified for indluaion in the Umdt
Arec, Subject to the other provisiems of this Agreement,
the cost of &ll operstions condacted hereuncer Ly the
Working Interest Cwners slwll be bom by the Wnrking

e T R TR B ARG R Bl el T s T T bl g o TR

i T

I.nterc st Cwners " =/ Zh.t K‘" /ff?,w e its el nll MW1»~5§"'

A mmi«;,w"‘ PR L Muwwwt{" u{,j’ Mr‘f .d‘cm-m/

%___ .
3, The storege rights grented under cleuse 802 ere quite liberal, Should .

this clause poesibly be re-worded to only allow for re-injection for
enhanged recovery purposes?

L. Change clauses 9CL emd 1501 to read "two" counterperts of sgreement
to ensble Unit Cperstor to keep one end heve one svailible to submit
to the Board.

5, To comply with Sectdon 74(2) of the Act cleuse 1401 with respect to
iffeetive Late bo amended to resd as followes

"The unitizstion provided for herein shell become

month following the date on which the Conserveation
(goard hep tpproved thids egreement,%

6, The following clsuse be added sfter oleuse 13113

w1312, Approvel of Conservation Board -

Thie egreement is subject, in its entirety, to
the spprovel of the Oenservetion Board,"

mammmmnmwmmmmm.damautw
there my indieation ss to how sush interests will be determingd, Also
the trests have besn determined acocrding to eoamon roysity ¢ "
Such wiuld indicate that individual - wmuwtmmanwmmum
determining tract pertisipstion, mxummwmm

Ayt vd Veffective at 8500 aeme on the first dey of the

¢

Te

E

E

8, Omega be requested to impreve the _ presentation shown en "Exhiidt B* -

iDustrete Lad, leyout 4 pmerad wnit loostions Unit boundery
boandaries.

Be
1

l....j




Notas

Section 74 of the Aet ts the Bosmrd to cpprove a
wiitisstion agreement without & publie heaxing provided 100%
of the royalty owners affscted sgres to the sgreement (i.e. -
undtizstion).

Section 76 of the Aot states the Board mey lLold s hearing
upon its own motion to ccnsider unitisetion snd mey order (with the
epprovel of the Lieutenant Governor in Council) the unitizetion within
certalin conditicns.

Therefore the Board has 2 means of effecting the proposed
unitizetion:

1. 4pprove final rgreement when submitted by zpplicent.
2¢ Uull r heering and make e Unitisation Crder.

Nine oif the present ten units had heerings :nd ire covered
by Unit Orders.

Unite covered by Unit Orders require hesrings or re-hearings
for any amendueniic, enlergements, etc. to the Unit Crder.

The Applicunt has steted Le would like to svold the expense of
ettending a hewring if possibles 4 heering would ¢llow ithe perties outeide
the proposed unil Lo see end exprees thelr views on the zgreement, empecielly
with respect tc poncible future enlergements. Also it cppeers that e "pilot
weterflood cpplicution for within the proposed unit will r1so be submitted
prior to spprovil of the finel igreenent, whick u¢y roquire & heering.

The rrocent undtizition application being procesced for Daly Unit
No. 3 shell recuire ¢ hearing to be Leld.

In light of the tbove points, it is recomuenced ithe final

unitisation sgreercnt be heard at 2 hearing, Arrengements to cover ell,
or &s many of tlic tbove matters es possible, et such hecring could be

arranged.

The Borxd's views on the items discussed hLerein rre requested
on or before November 25, 1975.

He Go Moster
Attaghs,




File No. 800/M-43

Province of Monitoba

inter-departmental memo

To:

Date November 19, 1975
Mr. #H. C. Moster, Director
Petroleum Branch From J. F, Redgwell
Mines, Resources and Departmental Solicitor
Environmental Management
ntury Plaza

Subject: UNIT AGREEMENT - WASKADA UNIT NO. 1 - OMEGA HYDRO CARBON LTD.

Ps-f-25

First | Fold

Confirming our telephone conversation of the 17th,
the Waskada Agreement runs somewhat parallel to the West Butler
Agreement, however there are some important distinctions.

In the Waskada Agreement, the operations of the Unit
Operator are not controlled at all, whereas the West Butler
Agreement contains a number of provisions.

The Waskada Agreement omits many portions of the West
Butler Agreement which pertain to the relationship between the
working interest owners.

Whether or not these omissions should be included in
the Waskada Agreement probably depends on whether or not the
Board will allow the Waskada Agreement to operate so as to
allow for enlargement at a laterdate. I think that any enlarge-
ment (section 901) really requires further approval of the
Board, and that Omega should really be looking to the execution
of a new agreement at such time as enlargement takes place.

Perhaps the agreement should contain a provision that
it is subject, in its entirety, to the approval of the Board.
The "effective date® of the agreement, at least, cannot be
a date prior to the approval given by the Board pursuant to
section 74(2).

Exhibit "A" does not have a percentage figure for

Tract participation.
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H. €. Moster -2 - Nov. 19, 1975

Whether or not the Board decides to proceed to a
hearing is entirely up to it, as it is not necessary to do so.

Both agreements are attached.

J.
Departmental Solicitor

/gs
Encs.




TELEPHONES

ACCOUNTING 263-6161
EXECUTIVE 261-7670

574 - 330 FIFTH AVENUE S.W., CALGARY, ALBERTA 5P OL4

November 19, 1975

0il and Gas Conservation Board

Petroleum Branch

Department of Mines, Resources and Environmental Management
Province of Manitoba

993 Century Street

Box 12

Winnipeg, Manitoba R3H OW4

Attention: Mr, H. C. Moster, Director

Dear Sir:

Re: Unitization and Waterflood Application

Pursuant to Section 74 Part III of the Mines Act and Revised
Regulation, Omega Hydrocarbons Ltd. herein submits on behalf of itself
an application to Unitize its segment of the Waskada 0il Field and to
initiate a pilot waterflood scheme covering the area (Lsd. 11, 12 and
the SWy of Section 30, Township 1, Range 25, West of the First Meridian)
as more particularly described in the enclosed and accompanying material.

In support of the application we submit twelve (12) copies of
each of this letter and the following Exhibits:

Exhibit No. 1
Unit Proposal and Waterflood Plan dated October, 1975;

Exhibit No. 2

Waterflood Report prepared by D. & S. Consultants Ltd.
entitled Waskada Alida Beds 0il Pool Waterflood Potential;

Exhibit No. 3

A set of updated production decline curves which incorporates
production information subsequent to the date of preparation
of the D. & 5. Consultants report;

With regard to the Unit Agreement we have already provided your
Department with draft copies of our proposed form of Agreement. It is
proposed that once having your direction as to the preferred form of Unit
Agreement we would then submit the required number of copies of such
Agreement and in further support of the application proof of Royalty Owmer
approval.



011 and Gas Conservation Board -2 - November 19, 1975

Exhibit No. 4

A draft copy of the letter which is intended to be
forwarded to all Royalty Owners.

it would be appreciated if you could advise this office of any
additional requirements or deficiencies which would be instrumental in
your approval.

Yours very truly,

OMEGA HYDROCARBONS LTD.

] /J 17 ? . -
/,/‘T; Jack Hall, _
L President

TJH*vs




TELEPHONES

ACCOUNTING 263-6161
EXECUTIVE 261-7670

574 - 330 FIFTH AVENUE S.W. CALGARY, ALBERTA T2P Oi4

October 6, 1975

Province of Manitoba

Department of Mines, Resources and
Environmental Management

Petroleum Branch

993 Century Street

Box 12

Winnipeg, Manitoba R3H QW4

Attention: Mr. M. Less

Dear Sirs:

Re: Waskada 0il Field, Manitoba

Pursuant to our interest in installing a water flood scheme
in the North end of the Waskada Field we enclose four (4) copies of
a draft Unit Agreement which ifTacceptable to the Department will
be prepared in execution form.

We wish to draw your attention to a number of items which
we consider unique to this Agreement.

Firstly Omega is the only working interest owner and there-
fore should not require the normal operating provisions of the Plans
now in effect. We have provided for the situation where enlargement
would bring in at least one additional working interest owner. At that
time we would propose entering into an Operating Agreement with the new
Parties which would be negotiated with such parties. The Unit Agreement
is based on the model and revised to incorporate the single Working
Interest Owner but of course providing for the possibility of enlargement.

As mentioned, we would appreciate having an answer on the
draft as to its acceptability as soon as possible as we are taking
every avenue in our attempt to place the flood intc operation.

Incidentally initial tests on our 11-29 water wells is an
avallable supply of some 1500 barrels per day flowing. This volume

cane 2




would provide reservoir fill up in approximately one year. The sooner
we get it under way the sooner the response.

If you have any

problems with the Agreement please call by
telephone because the mail

has been very slow in recent weeks,

Yours very truly,

OMEGA HYDROCARBONS LTD.

T. Jack Hall,
President

TJH*vs

Encl.



COPY

DEC 22 e

Omega Hydroecarboms Ltd.,

630 - 330 Pifth Avenue 3.¥.,
Calgary, Alberta.

TZP OLM

ATTENTION: Mr. T. J. Eall,
. President,

Desr Mr. Hall:

Purther to the Department's letter of T6 11 18, Omega'z letter
of 76 11 30, and subsequent telephome couversaticms, atteched is a revised
draft egresment for your perusal.

Your comasents will be aprrecinted.

Yours sincerely,

L
Gk ./._u“{
f//b H. C. Koster, P. Eng.,
JSR/dw Director, Petroleun Yranch.
Attachaent .
¢.c.: Manitoba Minersl Nesources Ltd.

Jas., 7. Cewliey, P, Eng.

b.c.: J. S. Roper : DEC 30 1976
1. Haugh./
J. F. Redgwell.



DRAFT: 76 12 28.

THIS AGREEMENT made as of this th day of s 19 .
o ETWEEN:
OMEGA HYDROCARBONS LTD., a body corpbrate,
with a registered office in the City of
Calgary, in the Province of Alberte and
duly licensed to carry on business 1n the
Province of Manitoba
(hereinafter called "Omega")
PARTY OF THE FIRST PART
AND
MANITOBA MINERAL RESOURCES LTD., a body
corporate, incorporated under the laws
of the Province of Manitoba
(hereinafter celled "Manitobe Mineral")
PARTY OF THE SECOND PART,
WHEREAS Manitoba Mineral wishes to expedite the further exploration and

development of oil and gas opportunities in the Province of Menitoba;

AND WHEREAS Manitoba Mineral is entitled to work the Crownm oil and ges
mining rights within the Crown lands as hereinafter described and to acquire Crown

leases within the Crown lands;

AND WHEREAS Manitoba Mineral and Omega wish to carry out joint oll and gas

exploratory operations therecon;

AND WHEREAS Omega is prepared to provide the operational management of the

program as hereinafter described;

NOW THEREFORE THIS AGREEMENT WITNESSETH THAT in consideration of the premises
and of the mutuasl covenants and agreemenfs hereinafter set forth and contained the

parties hereto agree as follows:

1. DEFINITIONS

In this Agreement, including this Clause and the recitals hereof, unless the

context otherwise requires:



(a)

(b)

(c)

(a)

(e)

(£)

(e)

(n)
(1)

(3)

(k)
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"Accounting Procedure" means the Accounting Procedure attached to the
Operating Procedure;

"complete", "completion" or "completed" means:

(i) in the case of a gas well, to set in the well production
casing and to place in the well all equipment necessary for
the taking of production up to and including the outiet
valve of the wellhead and running an adequate back pressure
test, or

(i1) in the case of an oil well, equipping such well for taking
production up to and including the outlet valve of the
wellhead or pump if initially required and supplying
sufficient tankage and other equipment required for the
taking of production, or

(1ii) in the case of a well which, according to good oilfield

practice, should be abandoned, to abandon;

"contract depth" means with respect to the drilling of any well
hereunder, the drilling thereof to a depth sufficient to test the
Mission Canyon formation or to the projected subsurface depth as
determined by Omega in its capacity as Operator;

"Crown lands" means the Crown oil and gas mining rights in the
geological formations under Section 29~1~25 WEM; -

"Crown leases" means the grants or dispositions of petroleum substances
arising out of this Agreement which Manitoba Mineral is entitled to
acquire from the Manitoba Crown in accordance with the 0il and Gas
Regulations;

"Joint Operator" shall mean a party to the Agreement having an interest
in the Joint lands;

"oil and gas mining rights" means the rights granted under Section 6
of The Mines Aet, Cap. M160;

"Operating Procedure"” means the attsched Schedule Al

"the Operator" shall mean the party hereto appointed by the Joint
Operators to carry out operations hereunder for the Joint account;

"paying quantities" means the output from a well of such quantity
of petroleum substances, or any of them, as considering the cost
of completing and operating a well and the price, kind and quality
of such production would warrant and justify the drilling and
completion of a like well;

"petroleum substances" means petroleum and natural gas and every other
mineral or substance, or any of them, an interest in which is granted
or acquired under the title documents.
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Words and expressions used in this Agreement, unless otherwise specified

r necessarily required by the context, shall have the same mesning as in The Mines

Act, R.5.M. 1970, Cap. M160, es amended from time to time and the Regulations there-

under ("0il and Gas Regulations"), as amended from time to time.

The headings of the Clauses of this Agreement are inserted for convenience

of reference only and shall not affect the meaning or construction thereof.

Whenever the plural or masculine or neuter is used in this Agreement, the

same shall be construed as meaning singular or feminine or body politic or corporate

end vice versa where the context so requires.

The provisions of The Mines Act and the Qil and Gas Regulations, as amended

from time to time shall apply to all operations under this Agreement.

2, INTEGRATION OF INTERESTS

(2) Manitoba Mineral and Omega hereby combine and integrate their fespective

(p)

interests in the Crown lands for the purposes of conducting the joint
operations hereinafter set forth.and described. For so long as this
Agreement is in effect the parties hereto shall, subject to Clause 4
hereof, jointly own the production of petroleum substances from the
Crown lands and shall Jjointly own all property relating thereto and
shall share all costs for the joint account incurred after the signing
of this Agreement except as noted in Clause 2{b) and {e¢) in sccordance
with the following undivided percentages of interest (hereinafter called
"participating interests")

Omega ~T5%
Manitoba Mineral -~ 25%

All costs end expenses for the drilling and completion of the test well
referred to in Clause 4(a) shall be shared, Omegs 80%, Manitoba Mineral
20%, end the resulting participating interests shall be Omega T5%,
Manitoba Mineral 25%. For each well drilled after the test well referred

to in Clause 4(a), all costs and expenses shall be shared, Omega 75%,



-4 -

Manitoba Mineral 25% and the resulting participeting interests shall be
Omega T75%, Manitobe Mineral 25%.

(¢) Omega shall conduct and bear the costs of such geological and/or
geophysical studies as are required for locating the test well
referred to in Clause 4(a).

(d) All costs of maintaining productive Crown leases in good standing and
in full force and effect shall be for the Joint Account.

(e) The terms of the Operating Proéedure shall apply provided that if any
conflict arises between the provisions of the Operating Procedure and

‘the provisions of this Agreement, the latter shall prevail.

3. WARRANTY OF TITLE

Bubject to the terms of any lease acquired pursuant to Clause L, Manitoba
Mineral covenants that it has the right or is entitled to acquire_the right to explore
for and produce petroleum substances from the Crown lends, and that with the exception
of the Crown royalty such right is unencumbered and that it has not entered into any
agreement under which any other person, firm or corporation may acquire an interest
therein. Other than the aforesaid Manitobs Mineral makes no warranty of its respective

rights.

k., WELL OBLIGATIONS -~ PROCRAM

The parties agree to conduct the following program:

(a) Prior to January 1, 1978 Omega shall have drilled a test well to
contract depth within the Crown lands, and

(b) Prior to January 1, 1979 Omega shall have drilled a further test well
to contract depth on a quarter section within the Crown lands not

drilled pursuant to (a).




(c)

()

{e)
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In the event that the test well referred to in (a) above or any
subsequent well drilled within the same guarter section produces oil

in paying quantifies end is completed as a produéer, Manitoba Mineral
shall apply for and obtain a lease on that querter section as warranted

in accordance with Clause 3.

In the event that the test well referred to in (b) above or any
subsequent well drilled within the Crown lands produces oil in

paying quantities end is completed as a producer, Manitobs Mineral shall
apply for and obtain a lease on the quarter section on which the well

is located as warranted in accordance with Clause 3.

In the event that a well is drilled to-contract depth within the Crown
lands and does not produce oil in paying quantities and is not completed
as a producer, Manitoba Mineral shall apply for and obtain & lease on
the quarter section on which the well is located for a minimum primary

term of three (3} years.

2. ASSSIGNMENTS

Manitoba Mineral shall-deliver to Omega such assignment or assignments or

other instruments ss may be necessary or proper in order to vest that portion of

the Crown leases and the Crown lands in Omega in accordance with its respective

participating interest.

6. TERMINATION

(a)

(v)

This Agreement shall terminate in the event that the test well referred

to in W(a) has not been drilled by January 1, 1978.

This Agreement shall terminate twelve (12) months from the date of
rig release from the last well drilled under this Agreement with respect

to any of the Crown lands not under lesse.



(c)

(a)
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Unless otherwise 43r¢-¢cf
This Agreement shall not terminate with respect to any of the Crown

‘lands held under lease during the term of such lease.

Notwithstending the provisions of (a), (b) and (¢) this Agreement
shall terminate if both parties to this Agreement agree in writing

to the itermination thereof.

CONDUCT OF OPERATIONS

(a)

(b)

(e)

(a)

Omega shall be the initial operator and in carrying out all operations
hereunder the opersator shall use only approved and accepted methods

and scientific instruments and will carry out the operations with all
reasonable diligence and to the best of its skill and sbility, and

will, if required in writing by a Joint-Operator, meet with said Joint-
Operator or such employees or agents as shall be designated to-confer

and discuss the operations being carried on by the operator, said meeting

to be held at the time and place designated by the Joint-Operator;

The operator shall pasy all accounts for labour, wages, salaries,
materials, fees and other services supplied for the carrying out of
8ll operations under this Agreement in accordance with the terms and

conditions as set out in the Operating Procedure;

The operator shall not allow any liens or other encumbrances to arise

or accumulate on or sgainst the Crown lands resulting from its operations
hereunder except such as may be contested in good faith and shall take
such steps as may be necessary to have any lien or other encumbrance

removed from the Crown lands forthwithj

"

The operator shall supply the Joint-Operator with copies of original

inveoices.



8. TIME

Time is of the essence.

9. CONFORM TO LEGISLATION

The operatcr shall conform to g1l applicable statutes, regulations and

other legislation, as amended from time to time.

10. FORCE MAJEURE

A party to this Agreement shéll not be lisgble for demages to the extent
that such party is prevented from complying with its obligations nnder this Agreement
in whole or in part by strikes, lockouts, acts of God or the Queen'’s enemies, war,
laws, orders or regulations of governmental bodies or agencies, unavoidable accidents,
delays in transportation, inability to obtain necessarj materiels in the open market,
or any other cause, except lack of finances, whether similar or dissimilar to those
specifically enumerated, beyond the reasonable control of the party affected, but such
party shall, as far as possible remedy the cause of such non-compliance with all
reasonable dispatch, provided that this requirement does not impose upon such party
the necessity to settle strikes, lockouts or other labour difficulties to its
detriment, and provided further that the force majeure exoneration a&s contained in
this paragraph shall not operate as a suspension or relief of obligations mentioned

in agreements with the respective owner or lessor of mineral rights.

11. REPORTS OF WORK

The Opersator shall keep the Joint—Operatdr informed in writing as to all
operations conducted under this Agreement and shall supply the Joint-Uperator with
any additional information it may specifically request pertaining to operations under

this Agreement.

12, NO USE OF NAME OF DEPARTMENT

Omega covenants and agrees that it will not use, suffer or permit to be used,

directly or indirectly, the names of either Manitoba Mineral or the Province of Manitoba
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(including the name of any department of the Government of Manitoba) for the purposes
f or in connection with the financing of or obtaining financial assistance for any
of the operations under this Agreement or the promotion of any corporate enterprise,

syndicate, partnership or other association designed, intended or purporting to control,

direct or finance, directly or indirectly, such operations.

13. ADDRESSES FOR SERVICE

The addresses for service of or notice to the parties are:

Omega Hydrocarbons Ltd.,

630 — 330 Fifth Avenue S.W.,

Calgary, Alberta.

T2P OLk

Manitoba Mineral Resources Ltd.,

603 - L91 Portage Avenue,

Winnipeg, Manitoba.

R3B 2Eb
A party may from time to time change iis foregoing address by written notice to the
other. Any notice may be served by mailing the same, postage prepaid, in a properly
sddressed envelope addressed to the party to whom the notice is to be given at its

stated address for service and such notice shall be deemed to be received seventy-two

(72) hours after the mailing thereof.

1h. PUBLIC INFORMATION RELEASES

All public information releases shall prior to release, be first approved

by both parties.

15. RELATIONSHIP OF PARTIES

Where the parties incur a liability to any other person, such liability
shall not be joint or several, but each party shall be separately liable to the other
person for a portion of the total liability calculated in accordance with its
participating interest. It is not the purpose of this Agreement to create any
partnership or joint venture relationship, and.neither this'Agreement nor the program
nor any operation conducted under it shall be construed and considered as creating

any such relationship.




4. FURTHER DOCUMENTS

Each of the parties shall at all times do all such further acts and execute
and deliver all such further deeds and documents as shall be reasonably required in

order fully to perform and carry out the terms and intent of this Aéreement.

17. CONFIDENTIAL INFORMATION

Subject to the 0il and Gas Regulations, &1l data &nd information of what-
soever nature acquired by the parties from any operation pursuant to this Agreement
or supplied by one party to the other pursuant to this Agreement shall be for the sole
and exclusive use and benefit of the parties unless the parties agree to the disseminstion
of such information, or unless a party is required to give such information to any
recognized association within the petroleum industry, of which it is a member, that
engages in the exchange of factual information relating to the type of operaticns |
contemplated by this Agreement, provided that information relating to wells drilled
on. & confidential basis to the perties, or any of them, shsll not be &isclosed. For
greater certainty, upon the termination of this Agreement, any relationship of a
fiduciary nature among the parties, or any of them, that may have been created with

respect to any information as described above shall also terminate.

18, ENUREMENT

This Agreement and everything therein contained shall enure to the benefit
of and be binding upon the parties hereto and the successors and assigns of the parties

hereto.

IN WITNESSE WHEREOF the parties hereto have duly executed this Agreement as
of the day and year first sbove written.

MANITOBA MINERAL RESQURCES LTD. OMEGA HYDROCARBONS LTD,




(| SCHEDULE - Petroleum Accountants

Society of Western

Canada ~ 1969
sttached to and made a part of . that . certa1 n Agreement . datEd the ...... d ay. Of . O AD' .....
19 and made between Omee;a. Hydrocarbons Ltd. and Manitoba Mi neral Resources Ltd.
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ACCOUNTING PROCEDURE

PART1
GENERAL

PR . . B . . ..
.o Tt [PEM T . HEN . . Loz -

Definitions”~
In this Accounting Procedure: <
(3) *Agreement” means. the agreement to which this Schedule is attached.

(o) ‘“Controliable Material” means Material classified as controllable in the Controllable Material Price Catalogue, as
revised from time to time, of the Petroleum Accountants Society of Western Canada. T

() *for the Joint Account™ means for the benefit and risk and at the expense of the Parties, in accardance with their
respective interests in the Joint Property.

{4} “Joint Operations™ means all operations for the Joint Account. A
(e) *“Joint Property" means property held for the Joint Account. .

(0 7“Matenal means the eqmpment machmery and supplies acquired for the Joint Account and clasmﬁed as follows

(1) Condition “A’™ means that which is new,
(2) Condition “B” means that whjch has been used but is sound and is suitable for its ongmal functxon thhout
reconditioning; s
(3) Condition *“C” means that wl'uch has been used and would be suitable for its original function after recon-
. ditioning or that which cannot be reconditioned for, but has a limited service in, its original function;
(4) Condition “D” means that which is not suitable for its original function but is usable for another function;
and
(5) Condition “E" means that which is junk. _
(2) “New Price” means the cost of Condition “A” Material at the reputable supply store where such Material is available
or at the carder-receiving point to which such Material could be delivered, whichever is the closer to the Joint

Property. Tubular goods 2 inches in diameter and over shall be priced on a carload basis. Any cash discount.that may -
be allowed by a dealer shall not be deducted in determining the New Price. '

(h) “Non-Operators™ means the Parties, whether one or more, other than Operator.

LA

() “‘Operator” means the person, firm or corporation designated in the Agreement to conduct the Yoint Operations.

(i)  “Parties™ means the persons, firms and corporations who are bound by the Agreement.

REP N

Approvals
(3) - Approvals required under Clauses 204, 306, 316, 318, 405, and 501 shall be obtained by Operator in writing from
the ossmase-Partics having interests in the Joint Property totalling_ 2NY _ percent essneve.
(b) Approvals required under Clauses 303(c) and 314(b)(2) shall be obtained by Operator in writing from _the oF
mrere Parties having interests in the Joint Property totalling __1UM  percent errrew
PARTII

RECORDS BILLINGS AND RELATED MATTERS

Records
Operztor shall maintain records of Controliable Material (excluding replacements) showing the date of uzcquisition, des-

cription, cost for the joint Account and details of retirement of each item of Controltable Material. Operator may maintain
records of replacements of Controliable Material. -

-1 -



202. Bills .- . ( 0
Operator shall bill Non-Operators on or before the last day of each month for their share of charges recorded during ihe

next preceding ca.lendar month. Bills shall be accompanied by statements as set forth under paragraph B below:

{2)  statements of all charges and credits for the Joint Account, summarized by appropnate classifications indicativ.
the nature thereof.

"'(b) statements, as follows:
(1} Controllable Material, in detail; and

(2) ordinary charges and credits for the Joint Account, summarized by appropriate classifications indicative of
the nature thereof; and “.

(3} other charges and credits, in detail.”

203. Payments and Refunds
Bills shall be paid within 15 days after recenpt thereof. Crechts shall be refunded w:thm 15 days after bdls are rendered.

204. Right to Protest or Question Bills . A R I

Any of Non-Operators may protest or question the correctness of a bill, notwithstanding the payrment of it, if such protest
or guestion is made in-writing to Operator within the 26 months next following the end of the calendar year in which the bill
was presented, otherwise the bill shall be deemed conclusively to be correct for all purposes. No adjustment favourable to
Operator shall be made after such period except with approval pursuant to Clause 102(a). et T

205, Andits

Any of Non-Operators, upon notice in Wntmg to Operator and all other Non-Operators, sha]l have the nght to audit
Operator’s accounts and records maintained for the Joint Account for any calendar year within the 24 month period next follow-
ing the end of such calendar year. Any claims of discrepancies disclosed by such audit shall be made in writing to Operator with-
in the 26 month period next following the end of such calendar year. Where two or more Non-Operators desire to conduct
audits, they shall make every reasonable effort to conduct joint or simultaneous audits in a manner which will resultm a mini-
mum of inconvenience to Operator. Costs of audits shall be borne by all Non-Operators.

H

PRIV T A T T . [ wm
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PART II1
CHARGES =

‘Operator may incur for the Joint Account and charge under this Part 1T the following:

261, Reatals, Royalties and Other Payments

Rentals, royalties and other payments required to maintain the interest of the Parties in the Yoint Preperty. ‘

302, Labour NI U T A e SR S

{2) Salaries and wages of Operator ] employees wlule directly engaged in work, other than operat:on and mamtenance
on the Joint Property.

hc_--:' : -

(b) Salaries and wages of Operator’s employees (up to and including) (below) the first level of field supervision while
directly engaged in operation and maintenance on the Joint Property, and salaries and wages of Operator’s technical
enployees while directly engaged in operation and maintenance on tiie Joint Property.

fcy  In this Clause, “operation and maintenance™ means all operations associated with the Joint Pfoperty exclusive of
exploration operations, Construction Projects and Drilling, as defined in Clauses 314(3)(1) and 314(a)4).

3. Employee Benefits

c— ~

Operator’s costs with respect to employees whose salaries and wages are chargeable under Clause 302:

{ay  Tor holiday, vacation, sickness and disability benefits and cther customary allowances, which may be charged as a
. Y Y Y pid
narcentage of the said salaries and wages in accordance with Operator’s cost experience; and

% Jor any payments made and borne by Operalor pursuant to any law applicable to it as an employer other than any
law relating to benefits chargeable under Clause 303(a): and

fc} vor its established employee benefit plans, but not in excess of__]i_percent of the total charges under
iauss 302 and 303(a). The said rate may be adjusted from time to time upon approval pursuant to Clause 102(b).

-2 -
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304. Travel Expenses ( ' ( -
Travel expenses of employces whose salaries and wages arc chargeable under Clause 302.

305. Material
Costs, as provided in Part 1V, of Material purchased or furnished by Operator and of transporting such Material.

il

306. Services and Utilities

Costs of services and utilities for Joint Operations obtained from persons not Parties, except costs of professional consul-
tants’ services which shall be charged only with approval pursuant 1o Clause 102(a)-

307. Operator’s Facilities and Equipment

Costs for use of Operator’s own facilities and equipment in accordance with Clause 406.

308. Damage or Loss to Joint Property

Costs of replacements Of repairs to the Joint Property resulting from darage or loss for which Operator is not liable.

309, Damage Claims

Costs of damage claims arising out of Joint QOperations and for which Operator is not liuble.

310. Acquisition of Surface Rights and Legal Services . -

Costs of acquisition of surface rights and of legal services for title work. Fees and related expenses associated with other
Jegal services may be charged only with approval of the Pacties. :

31). Taxes

Yaxes paid for the Joint Account.

312. Insurance

Premiums paid for insurance that Operator is required to carry for the Joint Operations.

313. Campand Housing Expénse

Costs of operating and maintaining all necessary camp and housing facilities for, and boarding of, employees whose
salaries and wages are chargeable under Clause 302; provided that the charges for Operatm's own facilities shall be commensurate
with the costs of ownership and operation thereof, including depreciation and interest on the depreciated investment, l2ss 20y
covenue therefrom. The annual interest rate on investmant shall not exceed the prime bank rate of the principal chartered bank
in Canada used by Operator plus 1 percent, determined at the beginning of each calendar year. When operations in addition 1
the Joint Operations are served by these facilities the charge for such facitities shail be apportioned armong all such operation
on an equitable basis. :

314. Overhead
Overhead as provided in Clause 314(b).
(a) Inthis Clause 314:

)] “Construction Project” means any construction or installation andertaken for the Joint Account, includil
each subsequent addition thereto or alteration thereof of rephacement of Controllabia Material thereon, b
does not include Development.

) “Cost” means the total dicect expenditures (less any credits teceived thereon) exclusive of expenses of liti
tion, judgments, settlement of claims, royalties on production. salvage credits for Aaterial retired and the v2
of injected substances purchased for enhanced recovery.

3) “evelopment’” . means Drilling, instuliation or additions of equipment and replacement of Conteolls
Material on of in wells. .

{4) “Drilling”” means the drifling. completing. capping. plugging and abandoning, deepening, plugzing back,
drilling of reconditioning of a well (except routine cleanout and pump of rod pulling operations) of the con
sion of a well 1o o soUree, input or producing well.

(5) “Qperation and yiaintenance’ means alt operations associated with the Joint Property exclusive of Davelog
exploration operations and Construction Projects.

{6) “Qverhead” means an allowance for salaries, Wiges. employce benefits and expenies of all Operator’s
ployees not chargeable elsewhere in this Part 111, and maintaining and operating offices that are not Joi
periy.

L3




) “Pmducin( 1™ means a well for the Joint Account that 1. a calendac month:
(i) has an allowable for crude oil attributable to it; or

(ii) is connected to a permanent gas sales outlet, source or injection system; or
rs

(iii) is used as a disposal weli; -

provided that a well that is Drilling during the entire month or is permanently shut in and awaiting abandon-
ment shall not be considered a Producing Well, and a well completed in more than one zone shall be considered
a separate Producing Well for each such zone.

NOTE: Select either the Combined Rate Basis or the Percentage Rate Basis below.

(b) Combined Rate Basis

(1) (i) for Drilling with a rig and crew, S _23.00_ per well per day beginning on the date of commencement of
Drilling and terminating on the rig release dute, but, if Drilling is suspended for any period of 1S or
more consecutive days while 2 rig is on location, no charge shall be made for any part of such period of
suspension.

(it} for each Producing Welt, $£22.09. ser month.

(iti) for each Construction Project,

(.a) __..§..____ percent of the first § 25 :00‘0_ - 90 of Cost, plus
(b) 3 percent of the next $_50,000, __90,_\“ ___of Cost, plus
| (o) 1 percent of Cost exceading the sum of (a) and (b), ‘

provided that no charge shall be made under this Clause 314(b)(1)(1) for any Construction Project tha

total Cost of which is less than Sw.ﬁm

(iv) for exploration operations the following charues shall begin on the day an exploration crew or party
commences work on the site of exploration operations and terminate when it ceases work on the site:

Charge Per Operating Crew or Party Day

Operator Owned ‘ Contract
Seismograph Party _
Gravitymeter Party (including Aeromagnetic surveys) .
Geological Surface Party o . To be negotiated.

-The rates in this Clause 314(b) (1) (iv) do not cover interpretation of technical data.

(2) The rates in Clause 314(b)(1), except rates on Construction Projects, shall be adjusted as of the first day of
July each year following the year in which the Agreement became effective. The adjustment shall be computad
by multiplying the rate currently in use by the percentage increase or decrease in the averagz weekly wage
and salarics of the Canadian petroleum and natural gas industey for the last calendar year comoared with the
calendar year next preceding such last calendar year as reported by the Dominion Bureau of Statistics. The
adjusted rates shall be the rates currently in use, plus or minus the computed adjustment rounded to the nearast
dollar. Notwithstanding the provisions hereof the rates in Clause 313(bX 1) may be adiusted from time 1o time
upon appraoval pursuant to Clause 102(b).

(3) Rates will be negotiated when required for operation of faci'ities such as, but not limited to, gathering systerns
and related facilities, gas processing plants, compressor plants, secondary recovery systéms, injection systems’
and salt water disposa! facilities other than disposal wells.

ent,______ percent of Cost.
(i) for Operation and Maintoninco—sseept _of gas processing plants, 2as gathering systems and refated
facilities, ———-percent of Cost.

(iti} for Operation and Maintenance of gas processing plants. gus gathering systaiTs==ssdcalyted facilities,

ILRVILEVIC IR AL SIS
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(a) ___ percent of the first 5 of Cost, plus
by . percen of Cost, plus
(c) —_____ percent of Cost exceeding of (a}and (b)
(v) for geophysical and geological exploration operations, ercent of Cost if a contract crew or

party is employed and percent of Cost if Operator utilizes its 0
th;s Clause 3 l4(b)(l)(v) do not cover mterpretatlon of techmc.ﬂ data.

w or party. The rates in

315. Interpretation of Technical Data
Costs, as approved by the Parties, of interpreting technical data from exploration operations.

316. Engineering Design

Costs of engineering design with approval pursuant to Clause 102(a).

317. ‘Yarehousing Handling

(a) _2_3i__percent of the cost of tubular goods 2 inches in diameter and over and each other item of Material having
a New.Price in excess of $° 35000,00  delivered from Operator’s warehouseand ____ 9 _*__ percent
of the cost of all other Material delivered from Operator’s warehouse, where Operator’s warehouse is not maintained
as part of the Joint Property : N

(b) Costs of maintaining warchouses whlch are part of the Joint Property. ?
318. Other Costs

Costs, as approved pursuant to Clause 102(a), for which provision is not made elsewhere in this Accounting Procedure.

PART IV

H ] BASIS OF CHARGES
40}. Purchases .

Operator shall whenever. pracncable
(a) purchase Material for delivery directly to the Joint Property; and

(b) purchase for or transfer to the Joint Property only such Material as is required for immediate use and avoid the
accumulation of surplus stocks, e

402, Charges for Purchases

Material purchased shall be charged at the price paid by Operator. Discounts actually received in respect thereof shall be
for the Joint Account. ;

. Charges for Material Furnished by Operator

When it is not practicable to purchase Matenal for delivery directly to the Joint Property, Matena] may be furnished by
Opecator from its stocks, in which event Material shall be charged as follows:

{a) Condition “A” at New Price;
(b) Condition “B” at 75 percent of New Price;
(c) Condition “C” at 50 percent of New Price; and

(d) Condition “D” at a reasonable price based on the use to which it is to be put.

404, Premium Prices

Whenever, in Operator’s opinion, Material is not available at reasonable prices, Operator shall in writing notify Non-
Operaters thereof. Within 2 days after receipt of such notice each Non-Operator may notify Operator in writing that it wishes to
deliver to Operator such Material and such notice shall set forth the price and delivery date. Operator shall decide if the price
and date for delivery of such Material are reasonable in the circumstances and, if 50, shall purchase such Material from such Non-
Op=rators. If more than one Non-Operator wishes to supply such Material, Operator shall decide the quantity of such Material
thet cach such Non-Operator may deliver. If Operator decides such Material is not available from the Non-Operators on

Lsoneble terms, Operator may acquire such Material and make a charge for the Joint Account of the actual cost and expense
incured in purchasing, transporting and preparing such Material for use.

_ 5
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495, Transportation of Matenial

Operator may charge the actual cost of 'tr'é'niporting Material to or from the Joint Property, provided that the charge for
t-ansporting Material furnished by Gperator shall not exceed the estimated cost of transporting such Material from the repu’
s1pply store where such Material is available or the carrier receiving peint to which such Material could be delivered, whichever
i+ the closer to the Jgint Property. No charge shall be made for transporting Material from the Joint Property to other properties
of Operatoc except with approval pursuant to Clause 102(a)..

406. Operator’s Facilities R wor

i (a) - Operator may charge for use of Operator's own facilities and equipment at rates, not exceeding those prevailing in
the immediate area for available:like facilities and equipment, commensurate with the costs of ownership and
operation thereof, including depreciation and interest on the depreciated investment. The annual interest rate on
investment shall not exceed the prime bank rate of the principal chartered bank in Canada used by Operator plus
1 percent, determined at the beginning of each calendar year. ’

(b} In licu of rates provided in Claus*“406(ﬁ) Operator inay charge for use of its own facilities and equipment, except
automotive equapment at the comrercial rates prevailing in the immediate area, less 20 percent.

"¢y When reqv:eqted to do so, Opew‘or shall inform Non-Operators in advance of the rates to be charged.
PART VY
. . _ DISPOSAL OF MATERIAL ) .
501. Operator’s Authority to Dispose of Material - - ‘ : ) T ST
Operator may dispose of any surplus Material the New Price of which i$ less than §:9% 000 00 - . Operator shall
obtain the approval of Nea-Operators pursuant to Clause 102(a) to dispose of any other Material. '

50’ CSuies N
The proceeds of sales of Material shalt be for the Joint Account.

563, Vialuation of Materiri{ ‘ _
Material disposed of to the Parties shsll be vained as follows: ** - = .
{av Condition “A” at New Price; -. A
by  Coendition “B” - S ;™ !
(1) at 75 percent of New Price if the Material was a charge for the Joint.Account ag Condition “A”, or
(2) at6s percent of New Price if the ’V!atena.l was a charge for the Joind Account as Condmon “B”
{c Condition “C” at 50 percent of New Price;and - . Lo T R
(d; COllthlOrlS “pr and “E7 ﬁt the best price obtainable. -
7“'1.16[‘ the use OF Material is temporary and the reduced value provided in this Clause is not u.:tmcd such Material shall be
valued cn @’ ‘basis consistent with its use. o L co
: . : ‘ IR PAR.'I_'YI L
601, ‘Frequendy'of Inventory nd Exvense N " :

An inventory of Cortroilable Maten.ﬂ shall be taffi'n at reascnable ,in'tervalé and the expens;e of such inventory shall be a
charge 'for the Jomt Account. e ‘ ‘

602. Notn.. of 1 lnvento.us T T R

Operator! 5hall,‘g1v¢ Non-Operators 30 ddvs notice of a- ny inventory proposed torbe taken hereunder and each Party shall
be entitled tode repre\f‘-'n.ea at thf‘ takmﬂ of such mvenlmy

602, !\“onm[l:mon ‘

The Parties participating in the inventory sha!l recongile the inventory with the records -namtamed pursuant to Clause 20}
and the expense of such reconciliation shall be a chargu for the Joint Account.
605, Report of lnventdry

Operitor shall submit each inventory to Non- Operutors logelbcr with 2 list of overages and shortages, showmn the cost for
tivz Joint Socount of shortages and the original of estimzt2d cost of overages to each Party.
605 Srwiat fuventory

Operator shall,, vpon written notice from any Nen-Operator, cause the tuking of @ special inventory of Controllable
Material $ich Non-Operator shall be entitled to be represented at the tuking of the special inventory. The inventory shall be
cotnmenced within 30 days of receipt of the written notice. The expense of such inventory and, if 2 reconciliation is requasted
by the Non-Operator, the expense of such reconcilivtion shall be borne by such Noa-Opzrator.
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COPY

DEC 23 1976

Creyn lydrocarbons Ltd.,
€30 - 330 Pifth Avenue S.V.,
Culgary, Alberta.

TP oL

ATTENTION: “r. 2. J. Fall,
.. President.

Deex . Hall.

B¢ lLeconusry Regovery of 011 {n the
. Frovinge of Mscitobs.

Towr letter of 7€ 12 13 to the Honouradle Sidpey Creen has been
brought 1o the attentiom of this office.

Your concerns have been ncted. It wvould be appropriate for Omega,
other Companies or persons, as wmell as the Fetroleum Asaociations te
preseant facts and figures in suprort of your ecncerns, slong with cexparative
flgures for other provinees whieh 1t is slleged 'have realized tha rzacessity
20 encourasas wherever rosgitle ths zaximum recovery of o1l and zas ‘.

On aeversl cccasionms, thiz Nepartment has solicited sudmissions an
this or aav othar ccncerns ““:at producers nay Lave rezarding oil exrloration
and produetion {n ‘‘anitohba. The rasronse s deen Tinirvel and seldom recsived
with sufficient backup information or data to substantiate z recommendation
requesting a change in pregemt operating conditions.

Your commente regarding reeovery of c¢asing iz the vell abapndomment
proeves have heern noted, Zere, too, it would be helpful to aave scme
producer-pgenerated facts or estimates on what 1s involved.

Tour further submissicn will be antieipeted.

Tours sincerely,
Lrigenan Sayoiedd iy
JAS. T. CAWLEY
Jas. T. Covley, P. Eng.,
JSR/dAw Deputy Minister.

c.0,: The Honourable Hidmey Green.

b.e.: J. 5. Roper,
I. Haugh

x.c. = H. C. Moster

76 12 30 - ra



() Take action
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Call me on this matter
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¢
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|
| Investigate and report

N
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For your revision and/or approval

Return with comments and/or recommendations
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TELEPHONE: (403)261-0743 630- 330 FIFTH AVENUE S.W., CALGARY, ALBERTA T2P 0L4

December 13, 1976

The Honourable Mr. Sidney Green
Minister of The

Department of Mines, Resources
and Environmental Management o
993 Century Street PR
Winnipeg, Manitoba R3H OW4 :

Dear Sir: _ A B

Re: Secondary Recovery of 0il in The - i
Province of Manitoba ”1

o ‘-___“.,-}{ ,r'
Omega Hydrocarbons Ltd. is a small independent Canadiau

Company currently participating in the recovery of oil by secondary
recovery in the Province of Manitoba. It has become apparent in
our effort to encourage our neighbouring operator to join in a
waterflood scheme and discussions with other operators in similar
circumstances that the Manitoba incremental tax on oil produced from
01d Wells is having a detrimental effect on secondary recovery in
Manitoba. It is in this cortéxt that I am appealing to you, not
necessarily to Omega's advantage but for conservation and economic
reasons of all concermed.

For your benefit, Omega has made several attempts to encourage
Copperhead 0il Company to join Omega's waterflood program in the
Waskada Field and we have just now requested that The O0il and Gas
Conservation Board call a Show Cause Hearing to allow Copperhead
to present it's case. I feel confident that the issue of Manitoba
incremental oil tax will be the major issue. It is for this reason
that I am appealing to you to do whatever you are able to do to make
it economically more attractive to affect comservation measures that
will benefit all concerned.

Other provinces have realized the necessity to encourage wherever
possible the maximum recovery of oil and gas in their respective
jurisdictions and we believe that the Province of Manitoba should
do likewise. From a brief review of areas in and around Virder and
Daly, a change in the legislation to designate all enhanced recovery
schemes to New 0il Status should be pursued with great haste. The
New Well tax schedule should apply to all new ofl. Surely enhanced .-
recovery should be regarded as new o0il and if not, it may be lost J_ls

‘:;\ ‘.‘Rg e,

‘C;i-\_
'

¢c:  Dr. Haughv/
C. Moster
/ie 76 12 20
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In conceiving this appeal to you for conservation purposes and
ultimately economic reasons, it 1s my belief that the Province of
Manitoba would benefit from more revenue over the long term if
legislation was changed to allow and encourage an operator to
initiate conservation schemes.

Benefits to the Province wquld accrue from the following:

1. Enhanced recovery has the effect of increasing recovery of oil and
gas and thus tax benefits.

2. Enhanced recovery extends the life of a field which has the effect
of improving the long term employment roll. '

3. Enhanced recovery would increase the total tax to be recovered
through higher rates of production and longer life of a field.

4. Enhanced recovery schemes require large capital expenditures thus
increasing labour, goods and services to the Province.

5. The extended life of a field will increase the ultimate tax
to be recovered through projected high oil prices.

Considering the stage of depletion of Manitoba Fields, we believe
that action should be initiated at an early date. While I am on the
subject of conservation, I would like to make one more point.

In many cases, operators or abandomment crews have been allowed
to recover casing from wells subject to abandonment. This, in our
state of rapidly depleting resources should be discontinued because
someday, it may be economic to re-enter these wells for any one of a
number of reasons. OQur reasoning is based on the fact that the
economtic benefits from pulling casing is not justified. 1In fact, many
o0ll companies choose to leave the casing in the hole following which
small scavaging casing pullers appear on the scene to salvage casing in
a very marginal operation.

Where casing is left in the well bore, there will be opportunities
at some future date for small independent operators, such as Omega, to
re—-enter and recover through secondary and tertiary recovery mechanisms
many barrels of oil that will otherwise be unrecoverable because of the
economics of a project.

Therefore, it is our suggestion that The 0il and Gas Conservation
Board make every effort to see that casing is left in place where
there 1s some potential for future recovery of oil and gas.

I trust that these suggestions will be of benefit to the Province
and surely the whole of Canada.

Yours very truly,
OMEGA HYDROCARBONS LTD,

T. J. Hall
President
TJH:bck



DEPARTMENT OF MINES, RESOURCES AND ENVIRONMENTAL MANAGEMENT

ROUTE SLIP |
_fiﬁ,, . )\ R *:*7—_—_ /%a il rrom ,/ /%K

TO FROM

(] For your approval or revision [T Reply direct with copy to me [J Please sign

For your information [1 Please supply data for my
¥ reply [1 Please return
[7] Return with comments [1 Please see me

[0 Extracts of minutes for your and/or recommendations
information and action 7 Investigate and report

[J Please take action

{J Please phcne

[J Please draft reply for signature of

T (208 M Oy [/
e

Message

MNR-A-94 Use reverse side if necessary




20 G PSA2S

Province of Moniobo
inter-deparimental memo

T

Date 76 12 08

from H, C. Moster, Director
Petroleum Branch
993 Century Street

Mr. J. S. Roper,
Policy Advisor

Subject:

Please find enclosed:

1. "Notice" on Omega application for allowsble exemption for Waskada Unit No. 1.

Please phone when Notice signed in order that we might catch Queen's

First | Fold

Printer deadline.

2. Draft reply to Omega (re: Omega's letter of November 22, 1976 on
Waskada Commingling Application).

3, List of proposed changes to draft Omega - Manitoba Mineral Resources

joint agreement.
% Hall's estimates for total 77/78 anticipated expen€es under the

Agreement:

Dry Hole - $75,000.
Completed Well (tied in to battery) - $125,000.

Maximum expected expenditures in 77/78:
1 completed well — $125,000.
1 dry hole - 75 ,000.

$200,000.

shrees Lo by H C. Muoset
H. C. Moster

nuM/cf
Enclosure

--,C.C- I. Hau.gh



Province of Monitobc

PS-f-25

inter-C.eparimental memo

Date 76 12 108

from H. C. Moster
Director
Petroleum Branch

T
Js S..ROper
Policy Advisor
AND
C. M, Wright, M.M.R,
Subject:

First | Fold

Page 3)
(Page 4)

(Page 5)

W
!

he -
5, -
6, ~
Te -

"acquire Crown leases covering drilled spacing units within the"

"AND WHERFAS Manitoba Mineral snd Omega wish to carry out
joint oil and gas exploration operations on the Crown lands;"

vexcept as noted in Cleuse 2(b) in the"

delete 2(b) — "All costs . . . Mineral 25%."
change "2(c)" to "2(b)"
change "2(d)" to "2(c)"
change "2(e)" to "2(d)"

n,(a) Prior to January 1, 1978 Omega shall have drilled a
test well to contract depth within the Crown lands, and

(b) Prior to January 1, 1979 Omega shall have drilled a
' test well to contract depth on an undrilled quarter
gsection within the Crown lands.,

(c) In the event that the test well referred to in (a)
sbove or any subsequent well drilled within the same
quarter section produces oil in paying quantites and
is completed as a producer, Manitoba Mineral shall
apply for and obtain a lease on that quarter section

 as werranted in accordance with Clause 3.

(d) In the event that the test well referred to in (b)
sbove or any subsequent well drilled within the Crown
lands produces oil in paying quantites and is completed
as a producer, Manitoba Mineral shall apply for and
obtain a lease on the gquarter section on which the
well is located as warranted in accordance with Clause 3.

(e) In the event that a well is drilled to contract depth
within the Crown lands and does not produce oil in
paying quantites and is not completed as & producer,
Manitoba Mineral shall apply for and obtain a lease
on the yuwiier section on which the well 2o located.
Such lease shall be for a minimum primary term of
three (3) years and may be further renewed at the
discretion of the Minister. )




-2

(Page 6) 9. - "6(a) This Agreement shall terminate in the event that
the test well referred to in 4(a) has not been
drilled by Jamuary 1, 1978.

(b) This Agreement shall terminate twelve (12} months
from the date of rig release of the last well
drilled under this Agreement with respect to any
of the Crown lands not under lease.

(¢) This Agreement shall not terminate with respect
to y of the Crown lands held under lease.

(d) "Notwithstanding (a), (b) and (¢) this Agreement
shall terminate if both parties to this Agreement
agree in writing to the termination thereof."

(Page 7) 10. — "7(b) + . . in Clause 4 in accordance with the terms and
conditions as set out in the QOperating Procedure.”
12, - "7(a) Omega shall supply Manitoba Mineral with copies
of original invoices.

(Page 8) 12. — "11,. Omega shall keep Manitoba Mineral informed in writing
as to all operations conducted under this Agreement
and shall supply Manitoba Mineral with any additional
information it may specifically request pertaining to
operations under this Agreement.”

Accounting Procedure (Page 4) 314 (b) (1) (iii)
fywhich is 1ess than $5,000.00"

Note: Manitoba Mineral has expressed concern to have the costs of use
of "Operators Facilities" spelled out in the Agreement:

eg. — Battery chabges for processing oil = § . /bbl. oil

. T
LU ey ER D  Pasesy

Hc Co Moster

g
llvl'l/et




Provinge of Manitobao

inter-departmental memo

‘FO:

The 0il and Natural Gas Date 76 12 08
Conservation Bozrd:
Jas, T. Cawley, P. Eng., Chairmap, Ffom H, ¢, Moster,
+ S. Roper, Deputy Chairman, Director,
Dr. I. Haugh, Member, Petroleum Branch,

Subject: Exemption from Allowable Restrictions

First | Fold

Waskada Unit No. 1 ~ Omega Hydrocarbons Ltd.
Manitoba Revised Regulation ML&O — RLP (Section 11)

Attached is a copy of an application from Omega Hydrocarbons Ltd.

for allowable exemption for the wells in Waskada Unit No. 1.

Board Order No. 47A (Manitoba Regulation 28/69) replaced by
Section 11 of Manitoba Revised Regulation M40 - RLP restricts the pro-
duction rate of the wells in the Waskada Field tc an average of 50 BOPD.

On application, the Board granted Gmega temporary exemption

from this restriction pending further eveluation of the waterflood (copy
of letter 76 07 19 attached).

Recommendation:

The attached Notice be signed and returned to the Branch for
publishing in The Manitoba Gazette and Milita New Era plus a copy will
be sent directly to Copperhead 0il Company Limited (the other operating
company in the Waskada Field, 'on-unit"),

H. €. Moster

HCM/ et

Attaphs.

e e e ek = e mprr——

Y



Jas. T, Cawley, P. Eng.
CHAITRMAN 911.6—711.38

J. 5, ROPER

Drm:m;v c}r{mmm;ln 914,6—7859
vt TEUE 633~9543

MEMBER

MARITOBA

PDEPARTMENT OF MINES, RESOURCES
& ENVIRONMENTAL MANAGEMENT

THE OlL. AND NATURAL GAS CONSERVATION BOARD

993 Century Street
Winnipeg
R3H QW4

NOTICE

WASKADA FIELD

Omega Hydrocarbons Ltd., as Unit Operator of Waskada Unit No. 1,
has made application to The Oil and Natural Gas Conservation
Board to exempt wells in the Unit from maximum permissible rate

of production restrictions,

Any interested party wishing to file a valid objection in this
matter may do sc within 14 days of the publishing of this notice,
to:

Petroleum Branch,
993 Century Street,
Winnipeg, Manitoba.
R3H OWL

DATED at Winnipeg, Manitoba, this day of

J. S. Hoper,

Deputy Chairman,

The 0il and Natural Gas
Conservation Board.



TELEPHONE: (403)261-0743

Decemberf;l' 1976 s
Department of Mines, Resources ’B’EPT_ F M;;,"E‘S' ngu_;m{s )
and Environmental Management fﬁ%%?ﬁr"? upuarwqf'
Mineral Resources Division
Petroleum Branch g,
993 Century Street OEC 7 1976
Winnipeg, Manitoba R3H OW4 5b28

PETRULL i basng
ik WA
Attention: Mr. H. C. Moster, Director Petroleum Branch LM—A o Nt J

630- 330 FIFTH AVENUE S.W., CALGARY, ALBERTA T2P OL4

.

Dear Sir:

Re: Waskada Unit No. 1 Order No. 47A

Pursuant to the 0il and Natural Gas Conservation Board approval

dated July 19, 1976 as per Condition 4, Omega herein submits an

application for exemption from allowable restriction under Section II
of the Manitoba Revised Regulations M160 ~ R4P.

1.

3.
4.

facilities and wellsite equipment, Omega believes that this application
for exemption from allowable restriction is reasonable.
loss of o0il from the unit area, improve recovery of oil te tho unit and

In support of this application, Omega submits the following:
Management has sufficient evidence of waterflood response in
all wells except in Lsd. 12-30-1-25 and this may have been
caused by mechanical down hole problems. A recent bottom hole
pump replacement has given some encouragement that flood response
is imminent.
Breakthrough has occurred at Lsd. 5-30-1-25 following good early
response. Water production is being handled without difficulty
and it is being reinjected into the water injection system which
is functioning favourably.
The wells located at Lsd. 3, 4 and 11-30-1-25 are responding
favourably to the flood program and this is expected to continue.
Omega has taken steps to increase treating facilities and enlarge
tankage in order that maximum fluid pumping capacity can be
handled at the battery site.
All leases and the water injection station are being converted

to electrical power and this should be completed by the end of
the first week of December.

In view of the above mentioned flood response, improved battery

provide for flexibility of operation.

Your early approval will be appreciated.

Yours very truly,

OMEGA HYDROCARBONS LTD,

v ZYack Hal

President

TJH:bef

It will facilitate

AR e
o vt

e i et



Jas. T. Cawley 9h6-7L38

CHAIRMAN

ulNOIA * i’t:;Jc:':ECRHAIﬁ;IAN 9h6—7859
Dr. I. Haugh 633-9543,

MEMBER

DEPARTMENT OF MINES, RESOURCES
& ENVIRONMENTAL MANAGEMENT

THE OIL AND NATURAL GAS CONSERVATION BOARD
_ 993 Century Street-

Winnipeg, Manitoba.
R3H OwWh

R

' : - 76 07 19.
Omega Hydrocarbons Limited,

574 - 330 Fifth Avenue S.W.,.. .
Calgary, Alberta.
T2P OL4

Attention: Mr. T. J. Hall,
President.

Dear Sir:

Re: Wasksada Unit No. 1
Order No. W7A.

Pursuant to your application dated June 30, 1976, and in accordance
with Subsection 62(9) of The Mines Act, and notwithstanding Section 11 of
Manitoba Revised Regulation M160-RLP, Omega Hydrocarbons Ltd., as Unit
Operator of Waskada Unit No. 1, is hereby granted permission to operate the
Unit under a "Unit Maximum Permissible Rate™ of 300 barrels of oil per day.
The permission is granted subjJect to the following conditions:

1. Unit operations are carried out in accordance with good engineering
practice.

2. Gas production rates shall be continuously monitored and the results
submitted to the Petroleum Branch.

3. The annual pressure survey reguired under PM Order No. 30 shall be
completed prior to November 1, 1976.

4, This approval expires November i, 1976, and may be terminated by the
Board at any time. An extension may be granted if sufficient evidence
supporting such a request is presented.

Yours sincerely,

\'\ . ) -
-}J’I‘U 'j-\./{l-cw ("7

JJas. T. Cawley, P."';Eng.,‘

Chairman, .
~TOEPT. OF RIS, RESBERCES AMD
¢.c.: J. 8. Roper, Deputy Chairman. ENVIROEMEN TR derent o
Dr. I, Haugh, Member,
Petroleum Branch.#” : ) . JUL 20 1976

(298
PETROLEL  _ . WM




DRAFT ONLY

December 8, 1976

Omega Hydrocarbons Ltd.,

630 - 330 Fifth Avenue S. W.,
Calgary, Alberta.

T2P OLL

President,

Dear Sir:

Re: Waskada Commingling Application

Further to our letter of 76 11 15 and your reply dated November 22,
1976 stating that 3 - 4 days per month are required to reasonably test a
well, please be advised that Condition 2 is amended as follows:
Delete: ", and provided thet production frum the seid well
be monitored no less than twenty days each month

commencing December 1, 1976."

Condition 3. in the subject letter was not designed to create
additional paperwork for you as Operator. New monthly production report
forms are currently being printed by the Petroleum Branch which will permit
an operator to include test data on the normal required monthly production
report. Therefore this condition remains unchanged and a supply of the

new forms will be sent to Omega as soon as they are availsble.

Yours sincerely,

J. S. Roper,
Deputy Chairman,
- HCM/ et

c.c, Petroleum Branch
Virden Qffice
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S HYDROCARBONSY.

TELEPHONE: {403)261-0743

630- 330 FIFTH AVENUE S W, CALGARY, ALBERTA T2P OL4

Novenler, 3 g N
Ve T e .‘-?!::s_ﬁ?ﬁ{l\;g)?}ﬂ‘,{s A0
{ I AR U
Department of Mines, Resources ERcyTe Ni
and Environmental Management .
Mineral Resources Division DEC 2 1976
Petroleum Branch
by

993 Century Street vatii,ffs ‘
Winnipeg, Manitoba R3H OW4 LhisicUm BRANCH

Attention: Mr. H. C. Moster
Dear Sir:

Re: Joint Interest Agreement
Section 29 - 1 - 25 - WPM

Pursuant to your letter of November 18, 1976 in which you
enclosed a draft agreement for review, we submit the following
comments :

1. Page 4, Clause 2(b): It was our understanding that Manitoba
Minerals would elect to take up a maximum of 25% interest and
share all costs except the initial geoclogical and geophysical
cost to qualify drilling the test well. Therefore, the cost
sharing arrangement should be changed to either 80 - 20 or
75 - 25; that being the same as participating interest.

2, Page 5, Clause 4: 1It'is suggested that the dates be changed

. to February or March of 1978 and 1979 respectively, This will
provide one full year for drilling the first test well and
subsequent well. Also, the first test well should be defined
to coincide with the quarter section drilled. Somehow, it
appears that we have already selected the SW% of 29 as the site
of the first well. We're not too concerned about this point,
but it would provide more flexability in choosing our first
location if the quarter section was not specified.

3. Page 6, Clause 5(a) and (b): The dates here should correspond
to the dates referred to above.

4. Page 7, Clause 7(b): (first line). After the words 'Omega
shall pay all accounts', add "in accordance with the terms and
conditions as set out in Exhibit "A" attached hereto, —----—- ",
This should clarify on whose behalf Omega pays all accounts.

XcC & Tas. 77 Cawrcy
Mavirogn NweeAads
. 8. Rorer
T Haver 7
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5. Page 4, Clause 7(b), 1(i1i) of the Accounting Procedure:

Omega should be allowed to charge a construction overhead on
anything over $5,000.00. The reason for this suggestion is
that overhead attributed to capital costs should be allowed

in this instance, in view of having a battery already built and
in operation. The pipeline to the battery should be allowed as
an overhead item and it would very likely cost somewhere between
$5,000.00 and $10,000.00. _

6. An overall suggestion is that the time frame for drilling should
be expanded as much as possible and where a dry hole is drilled,
the lease should be issued and remain in good standing during
the primary term. Otherwise the write-off takes place on the
same year as the year of abandonment. Somehow this situation
must be overcome in order that an operator can qualify investing
in the Province of Manitoba.

If these suggestions are acceptable, we will look forward to
seeing the execution document. Otherwise, you could discuss them
on the telephone.

Yours very truly,
OMEGA HYDROCARBONS LTD.

774

."J. Hall
President

TJH:bef

o T R« Wi o A €
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i Province of Manitoba
'w>. | Department of Mines, Resources and Environmental Management
L;;"f', N j Mineral Resources Division ' Petroleum Branch
2 993 Century Street
Winnipeg, Manitoba
R3H 0w4

November 18, 1976

Dapartment of Mines, Resources

& FEnvironmental Managemert
g;ggf gg?)rgggzozzeizg.s. W. Mmaral Resources Divisier
Cal Alberta
Ingagz'; q\“ NOV 18 197%
Attentlon: }g;sgéeg% Hall ASSISTANT DEPUTY MINISTER

Dear Sir:

Re: Section 29-1-25 WPM

In accordance with discussicns and in reply to your letter of
76 11 08 attached please find a draft agreement for discusslon purposes
regarding the exploration and development of the subject section.

Your comments would be sppreciated at an early date.

Also enclosed is a list of non-confidential geophysical data
available through this office.

Yours sincerely,

Orighvat Signed by HL €. Mosier

H. C. Moster, -P. Eng. s
Director, Petroleum Branch.

HCM/ et
Attach,

¢c.cs Jdas. T. Cawley
Manitoba Mingral Resources Ltd.

beCeCs Is hLiuagh
Je Je lOpPET
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DRAFT: 76 11 17.

THIS AGREEMENT made as of this  th day of 197 .
BETWEE N:

OMEGA HYDROCARBONS LTD., a body corporate,
with a registered office in the City of
Calgary, in the Province of Alberta and
duly licensed to carry on business in the
Province of Manitoba

(hereinafter called "Omega')

PARTY OF THE FIRST PART
AND

MANTTOBA MINERAL RESOURCES LTD., a body
corporate, incorporated under the laws
of the Province of Manitoba

{hereinafter called "Manitoba Mineral')

PARTY OF THE SECOND PART.

WHEREAS Manitoba Mineral wishes to expedite the further exploration
and development of oil and gas opportunities in the Province of Manitoba;

AND WHEREAS Manitoba Miﬁeral is entitled to work the Crown o0il and
gas mining rights within the Crown lands as hereinafter described and to
acquire Crown leases covering the productive spacing units within the Crown

lands;

AND WHEREAS Manitoba Mineral and Omega wish to integrate and combine
their respective interests in the Crown lands and carry out joint oil and gas

exploratory operations thereon;

AND WHEREAS Omega is prepared to provide the operational management

of the program as hereinafter described;

NOW THEREFORE THIS AGREEMENT WITNESSETH THAT in consideration of
the premises and of the mutual covenants and agreements hereinafter set

forth and contained the parties hereto agree as follows:

1. DEFINITIONS

In this Agreement, including this Clause and the recitals hereof,

unless the context otherwise requires: .

{(a) "Accounting Procedure" means the Accounting Procedure attached
to the Operating Procedure.

(b) "complete", "completion'" or '"completed" means:

(i) in the case of a gas well, to set in the well
production casing and tco place in the well all
equipment necessary for the taking of productiomn




(a)

(e)

(1)
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up to and including the outlet valve of the well-
head and running an adequate back pressure test,
or

(ii) in the case of an oil well, equipping such well
for teking production up to and including the
outlet valve of the wellhead or pump if initially"
required and supplying sufficient tankage and
other equipment required for the taking of
production, or

(iidi) in the case of a well which, according to good
oilfield practice, should be abandoned, to
abandon;

"contract depth" means with respect to the drilling of any
well hereunder, the drilling thereof to a depth sufficient
to test the Mission Canyon formation or to the projected
subsurface depth as determined by Omega in its capacity as
Operator;

"Crown lands" meand the Crown oil and gas mining rights in

the geclogical formations under Section 29-1-25 WPM or such
other lands as may be added from time to time and includes

all petroleum substances;

"Crown leases" means the grants or dispositions of petroleum
substances arising out of this Agreement which Manitoba
Mineral is entitled to acquire from the Manitoba Crown in
accordance with the 0il and Gas Regulations;

"oil and gas mining rights" means the rights granted under
Section 6 of The Mines Act, Cap. M160;

"Operating Procedure" means the attached Schedule "A";

"paying quantities" means the output from & well of such
quantity of petroleum substances, or any of them, as considering
the cost of completing and operating a well and the price,

kind and quality of such production would warrant and

Justify the drilling and completion of a like well;

"petroleum substances" means petroleum, natural gas and
related hydrocarbons, all gases and all minerals and
substances (whether liquid or solid and whether hydrocarbons
or not) produced in association with one another;
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(j) "spacing unit" means the srea designated under the 0il and
Gas Regulations for the purpose of drilling for or producing
petroleum substances; '

(k) "the Lands" means the Crown lands;
(1) "the Leases'" means the Crown leases;

Words and expressions used in this Agreement, unless otherwise
specified or necessarily required by the context, shall have the same meaning
as in The Mines Act, R.S.M. 1970, Cap. M160, as amended from time to time
and the Regulations thereunder ("0il and Gas Regulations"),as smended from

time to time.

The headings of the Clauses of this Agreement are inserted for
convenience of reference only and shall not affect the meaning or construction

thereof,

Whenever the plural or masculine or neuter is used in this Agreement,
the same shall be construed as meaning singular or feminine or body politic

or corporate and vice versa where the context so requires,

The provisions of The Mines Act and the 0il and Gas Regulations,
as amended from time to time shall apply to all operations under this

Agreement.

2. INTEGRATION OF INTERESTS

(a) Manitoba Mineral and Omega hereby combine and integrate their
respective interests in the Lands for the purposes of conducting
the joint operations hereinafter set forth and described.

For so long as this Agreement is in effect the parties hereto
shall subject to Clause L hereof own the production of
petroleum substances from the Lands and any jointly owned
property relating thereto and shall share all costs and expenseé
incurred after the signing of this Agreement except as noted
in Clause 2 (b) and (c) in the following undivided percentages
of interest (hereinafter called "participating interests")

Omega - 5%

Manitoba Mineral - 25%



(v)

(c)

(a)

(e)
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All costs ang expenses for the drilling and completion of the
test well referred to in Clause 4(a) shall-be shared Omega

80%, Manitoba Minersl 20% and the resulting participating
interests shall be Omega 75%, Manitoba Mineral 25%. For

each well drilied after the test well referred to in Clause
4(a) all costs ang expenses shall be shared Omega 75%, Manitoba
Mineral 25% and the resulting participating interests shall

be Omega 75%, Manitoba Mineral 25%.

Omega shall conduct and bear the costs of such geological
and/or geophysical studies as are required for locating the

test well referred to in Clause U(a).

Until production of petroleum substances in Paying quantities
commences, Manitoba Mineral shall be solely responsible for
all costs of maintaining the Crown lands in good standing

and in full force and effect for so long as is required by
this Agreement provided that after commencement of production
of petroleum substences, all costs of maintaining productive
Crown leases in good standing and in full force and effect
shall be for the Joint Account.

The terms of the Operating Procedure shall epply provided
that if any conflict arises between the provisions of the
Operating Procedure and the provisions of this Agreement ,
the latter shdll prevail,




3.

WARRANTY OF TITLE

Subject to the terms of any lease which may be issued pursuant

to Clause 4, Manitoba Mineral covenants that it has the right or is

entitled to acquire the right to explore for and produce petroleum substances

from the Crown lands, and that with the exception of the Crown royalty

such right is unencumbered and that it has not entered into any agreement

under which any other person, firm or corporation may acquire an interest

therein.

Other than the aforesaid Manitoba Mineral makes no warranty

of its respective rights.

L.

WELL COBLIGATIONS - PROGRAM

The parties agree to conduct the following program:

(a)

(b)

(a)

Prior to November 1, 1977 Omegs shall have drilled a test
well to contract depth within SW 29-1-25 WPM, and 7
Prior to November 1, 1978 Omege shall have drilled a test
well to contract depth within the NW, NE or SE 29-1-25 WPM.

In the event that the test well referred to in (a) above or
any subsequent well drilled within the SW 29-1-25 WPM
produces oil in paying quantities and is completed as a
producer, Manitoba Mineral shall apply for and obtain a
lease on the SW 29-1-25 WPM as warranted in accordance

with Clause 3.

In the event that the test well referred to in (b) above
or any subsequent well drilled within the NW, NE or

SE 29-1-25 WPM produces oil in paying quantities and is
completed as & producer, Manitoba Mineral shall apply for
and obtain & lease on the NW, NE or SE 29-~1-25 WPM as

warranted in accordance with Clause 3.
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5. ASSIGNMENTS - PRODUCING SPACING UNITS

In the event that any well drilled hereunder is capable of

producing petroleum substances in paying quantities, Manitoba Minersl shall

deliver to Omega such assignment or assignments or other instruments as

may be necessary or proper in order to vest that portion of the Leases and

the Lands comprising such spacing units in Omega in accordance with its

respective participating interest.

6. TERMINATION

(a)

(o)

(e)

This Agreement shall terminsaste with fespect to the 8SW 29-1-25
WPM in the event that the test well referred to in 4(a) has
not been drilled by November 1, 1977, or twelve (12) months
from ithe date of rig release of the last well producing

in paying quantities or sbandoned whichever is the later.

This Agreement shall terminate with respect to the NW, NE

and SE 29-1-25 WPM in the event that the test well referred
to in 4(b) has not been drilled by November 1, 1978 or twelve
(12) months from the date of rig release of the last well
producing in paying quantities or abandoned whichever is

the later.

Notwithstending the provisions of (a) and (b) this Agreement
shall terminate if both parties to this Agreement egree

in writing to the termination thereof.




In carrying out all operations hereunder Omega shall use
only approved and accepted methods and scientific instruments
and will carry out the operations will all reasonable
diligence and to the best of its skill and ability, and will
at intervals of three (3) months, if required in writing by
Manitoba Mineral, meet with Manitoba Mineral or such servants
or agents as shall be designated to confer and discuss thé
operations being carried on by Omega, said meeting to be

held at the time and place designated by Manitoba Mineral;

Omega shall pay all accounts for labour, wages, salaries,
meterials, fees and other services supplied for the carrying

out of the program as set out in Clause L,

Omega shall not allow any liens or other encumbrances to
arise or accumulate on or against the Lands resulting from
its operations hereunder except such as may be contested
in good faith and shall take such steps as may be necessary

to have any lien or other encumbrance removed from the

T. CONDUCT OF OPERATIONS

()

(v)

(c)

Lands forthwith.

8. TIME

Time is of the essence.
9. CONFORM TOQ LEGISLATION

Omega shall conform to all applicable statutes, regulations and

other'legislation, as amended from time to time, including, without

limitation, the taking out of insurance.

10.

FORCE MAJEURE

A party to this Agreement shall not be lisble for damages to the

extent that such party is prevented from complying with its obligations

under this Agreement in whole or in rart by strikes, lockouts, acts of God
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or the Queen's enemies, war, laws, orders or regulations of governmental

bodies or agencles, unavoidable accidents, delays in transportation, 1nability
to obtain necessary materials in the open market, or any other cause, except
lack of finances, whether similar or dissimilar to those specifically enumerated,
beyond the reasonable control of the party affected, but such party shall,

as far as possible, remedy the cause of such non-compliance with all reasonable
dispatch, provided that this requirement does not impose upon such party the
necessity to settle strikes, lockouts or other labour difficulties to its
detriment, and provided further that the force majeure exoneration as contained

in this paragraph shall not operate as a suspension or relief of ocbligations

mentioned in agreements with the respective owner or lessor of mineral rights.

11. REPORTS OF WORK

Omega shall, on or before the lst day of March, 1978, and on the
lat day of April of each subsequent year in each year this Agreement is in
force, furnish to Manitoba Mineral a report setting out in detail all work
and operations carried out in or upon the Lands during the lmmediately
preceding calendar year, together with a map or maps showing the locations
of such work and operations and a description of all the potentially useful

substances encountered during such work and operations.

12, NO USE OF NAME OF DEPARTMENT

To the extent that the professional, managerial and technical

decisions hereunder are the sole responsibility of Omega, Omega covenants

‘and agrees that it will not use, suffer or permit to be used, directly or
indirectly, the names of either Manitoba Mineral or the Province of Manitoba
(including the name of any departmént of the Government of Manitoba) for the
purposes of or in connection with the financing of or obtaining financial
assistance for any of the operations under this Agreement or the promotion of
any corporate enterprise, syndicate, partnership or other association designed,
intended or purporting to control, direct or finance, directly or indirectly,

such operations.

13. ADDRESSES FOR SERVICE

‘The addresses for service of or notice to the parties are:

Omega Hydrocarbons Ltd.,

630 - 330 Fifth Avenue S.W.,
Calgary, Alberta.

T2P OL4

Manitoba Mineral Resources Ltd.,
603 - 493 Portage Avenue,
Winnipeg, Manitoba.

R3B 2E4
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A party may from time to time change its foregoing address by written
notice to the other. Any notice may be served by mailing the same, postage
prepaid, in a properly addressed envelope addressed to the party to whom
the notice is to be given at its stated address for service and such notice
shall be deemed to be received seventy-two (72) hours after the mailing
thereof. |

14, PUBLIC INFORMATION RELEASES

All public information releases shall prior to release, be first
approved by both parties.

15. RELATTONSHIP OF PARTIES

Where the parties incur a liability to any other person, such
liability shall not be joint or several, but each party shell be separately
liable to the other person for a portion of the total liebility calculated
in accordance with its participating interest. It is not the purpose of
this Agreement to create any partnership or Joint venture relationship,
and neither this Agreement nor the program nor any operation conducted

under it shall be construed and considered as creating any such relationship.

16. FURTHER DQCUMENTS

Each of the parties shall at all times do all such further acts
and execute and deliver all such further deeds and documents as shall be
reasonably required in order fully to perform and carry out the terms and

intent of this Agreement,

17. CONFIDENTIAL INFORMATION

SubJeet to the 0il and Gas Regulations, all data and information of
whatsoever nature acquired by the parties from any operation pursuant to
this Agreement or supplied by one party to the other pursuant to this Agreement
shall be for the sole and exclusive use and benefit of the parties unless
the parties asgree to the dissemination of such information, or unless a party
is required to give-such information to any recognized association within the
petroleun industry, of which it is a member, that engages in the exchange of
factual information relating to the type of operations contemplated by this
Agreement. In no event shall information relating to wells drilled on a
confidential basis to the parties, or any of them, be disclosed. TFor greater
certainty, upon the termination of this Agreement, any relationship of a
fiduciary nature among the parties, or any of them, that masy have been created

with respect to any information as described above shall also terminate.
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18. ENUREMENT

This Agreement and everything therein contained shall enure to the
benefit of and be binding upon the parties hereto and the successors and

assigns of the parties hereto.

IN WITNESS WHEREOF the parties hereto have duly executed this Agreement

as of the day and year first above written.

OMEGA HYDROCARBONS LTD.

MANITOBA MINERAL RESOURCES LTD.
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OPERATING PROCEDURE

Attached to and forming part of the Agreement DATED the day of . AD. 19

BETWEEN: (AMONG})

OMEGA HYDROCARBONS LTP. , a body
corporate, with a registered office
at the City of Calgary, in the
Province of Alberta and duly
licensed to carry on business in
the Province of Manitoba

- and -

MANITOBA MINERAL RESQURCES LTD., a
body corporate, incorporated under
the laws Qf_the Province of Manitoba

CARTICLE |
DEFINITIONS, HEADINGS AND REFERENCES

101 DEFIN!TIONS -— |ny this Operating Procedure, |nclud|ng this Article |, the following words and phrases shall have
the following respective meanings. namely: :

{a) “Accounting Procedure” shall mean the schedule so entitled which is attached hereto and is hereby
made a part hereof.

(b} “Affiliate” shall mean, with respect to the relationship between corporations, that one of them is con-
trolied by the other or both of them are controlled by the same person ar corporation; and for this purpose 3 cor-
poration shall be deemed controlled by those persons or corporations who hold or control sufficient voting shares
of the corporation to elect the ma]ofity of jts board of directors.

{c) “the Agreemérit" shall mean that Agreement to which this Operating Procedure is attached and made a
part. :
{d) “completion costs” shall mean, with respect to a wel., all moneys expended for acquiring and installing
casing left in the hole {except surface and intermediate casingl and the costs of equipping the well to and in-
cluding:
1] in the case of a gas well, the wellhead and the cost of running adequate back pressure tests:
tii} in the case of an oil well, the wellhead.
(e} "drilling costs™ shall mean all moneys expended [exclusive of completion costs and equipping costs) for

drilling. coring. logging and testing a well for the recovery of petroleum substances: and in the case of a well which
is not completed for the taking of production, includes the costs of abandoning the well pursuant to the
Regulations and costs of restoring the drilling site.
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{f “equipping costs” shall mean all costs incurred in equipping 2 well beyond the wellhead including.
without limiting the generality of the foregeing. the pump. the acquisition and installation of flow lines and produc-
tion tankage and. in the case of a gas well, a heater or dehydrator or other hydrate control facifity

(g) “for the joint account” shall mean for the benefit. interest. ownership, risk, cost, expense and obligation
of the parties hereto in proportion to their participating interests; and “'to the joint account” and “joint account”
shall have corresponding meanings.

{h} “joint lands” shall mean those lands or interests therein which by the Agreement have been made sub-
ject hereto and. except where the context necessarily otherwise requires, shall include the petroleum substances
within, upon or under those lands or interests.

(i) “Joint-Operator” shall mean a party to the Agreement having-an interest in the joint lands.

i operatmg costs” shall mean ali moneys expanded exclusive af drilling costs, completion costs and
equipping costs, to operate a well or wells for the recovery of petroleum substances, as more particutarly set forth
in the Accounting Procedure.

(k) “the Operator” shall mean the party hereto appointed by the Jaint-Operators to carry out operanons
hereunder for the joint account

(1 ‘ “participating interest” shall mean the percentage of undivided interast in the joint lands {or the respec-
tive parcels thereof) held by a party hereto as provided in the Agreement.

{m) "paying quantities’” shall mean:’

(i) in the case of a well not completed and equipped: the anticipated output from the well of that
quantity of petroleum substances which. considering the completion costs, equipping costs,
operating costs, kind and quality of production. the availability of markets. the price to be receiv-
ed therefor, and the royalties and other burdens payable with respect thereto, would warrant in-
curring the completion costs and equipping costs of the well;

.~ and
{ii} in the case of a well completed and equipped for production: the output frdm the well of that
' quantity of petrofeum substances which. considering the same factors as in (i) except completion

costs and equipping costs, would warrant the continued taking of production from the well.

(n} “petroleum substances shali mean petrofeum and natural gas and every other mineral or substance or
any of them, an mterest in which is granted or acquired under the title documents.

{o} “proportionate share” shall mean, with respect to a party hereto, a percentage share equal 1o that party’s
participating interaest. '

{p) “the Regulations” shall mean all statutes, laws, rules, orders and regulations in effect from time to time
and made by governmental authorittes having jurisdiction over the joint tands and over the operations to be con-
ducted thereon.

{q) "spacing unit” shall mean {at the relevant time with respect to which the term is used herein);

{i) with respect to a well which has not been completed for production of petroleum substances: the
-area allocated to the well by the Regulations for the purpose of drilling that well; and

{ii) in every other case: the area allocated to the well pursuant to the Regulauons for the purpose of
producing petroleum substances.

{r} “title documents” shall mean the documents of title by virtue of which the parties hereto are entitled to
drill for, win, take or remove petroleum substances underlying all or any part of the joint lands and all renewals or

extensions thereof or further documents of title issued pursuant thereto.
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102 HEADINGS — The Article headings and any other headmgs or captions or index hereto shall not be used in any
way in construing or interpreting any provision hereof.

103 REFERENCES — Unless otherwise expressly stated, references to articles, clauses or subclauses herein shall
mean articles. clauses or subclauses of this Operating Procedure.

104 OPTIONAL AND ALTERNATE PROVISIONS — Where alternate or optional provisians are provided for herein but
the parties have failed to designate which alternate shail apply or whether a respective optional provision shall be in¢luded,
the first alternate provision in each such case shall apply. and the undesignated optional provision shal! be deemed not to
form part hereof.

ARTICLE 11
APPOINTMENT AND REPLACEMENT OF OPERATOR

201 ASSUMPTION OF DUTIES OF OPERATOR — The Operator of the joint lands named in the Agreement hereby
assumes the duties and obligations of the Operator hereunder and shall have all the rights of the Operator hereunder.

202 REPLACEMENT OF OPERATOR — The Operator shall be replaced in any one of the following circumstances:
{a) If the Operatar becomes bankrupt or insolvent or commits or suffers any act of bankruptcy or insolvency.
or makes any assignment for the benefit of creditors, or causes any judgement to be registered against its par-
ticipating interest,

{b} If the Operator assigns or purports to assign its general powers and responsibilities of supervision and
management as Operator hereunder.

{c) If the Operator is also a Joint-Operator and as such ceases to hold or represent at least 10% of the par-
ticipating interests.

(d) If the Operator defaults in its duties or obligations or any of them hereunder and does not commence to
rectify the default within 30 days after written notice from a majority in interest of the Joint-Operators {excluding
the Operator). specifying the default and requiring the Operator to remedy the same.

203 CHALLENGE OF OPERATOR — At any time after an Operator has been Operator for at least two [2) years, any
Jaint-Operator, other than the Operator, may give notice {"‘the challenge notice™) to all other parties hereto that it is ready.
able and willing to conduct operations for the joint account on more favourable terms and conditions. The challenge notice
shall contain sufficient detail ta enable the receiving parties to evaluate the nature of the challenge notice and to measure
the effect the revised terms and conditions would have on the joint operations. The Operator shall within Sixty (50) days
after receipt of the challenge notice advise the Joint-Operators whether it is prepared to operate on the terms and conditions
set out in the challenge notice, and, if so, it shall forthwith proceed to do so. If the Operator is unable or unwitling to do so.
the Operator shall resign fram the position of Operator within Ninety (S0) days after it so advises the Joint~0perator§ and.
subject to Clause 206, the Joint-Operator giving the challenge notice shall hecome the new Operator and shall thereafter
conduct operations pursuant to the undertakings made by it in the challenge notice and any costs in excess thereof shall be
for the new Operator’s sole account. The new Operator shall not resign from the position of Operator until it has acted as
Operator for a period of at least Two {2) years.

A Joint-Operator may not issue a challenge notice or become Operator pursuant thereto if at the time of issuing the
challenge notice or assuming its duties as Operator it would be disqualified to act as Operator by reason of Subclause {a) or
(c) of Clause 202.

204 RESIGNATION OF OPERATOR — Except as provided in Clause 203. at any time after an Operator has been
Operator for a year it may resign as Operator on giving each of the Joint-Operators 90 days’ notice of its intention to do so.

205 MODIFICATION OF TERMS AND CONDITIONS BY OPERATOR -~ At any ume after an Operator has been
Operator for a continuous period of two years, it may give notice {"the Operator's nouice”) to all other parties hereto of the
revised terms and conditions on which it is prepared to continue to conduct operations for the joint account. Within 60 days
of receipt of the Operator's notice, each Joint-Operator shall advise the Operator whether it agrees to the Operator con-
rinuing as Operator and to conduct operations for the joint account on the terms and conditions contained in the Operator’s
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notice, and failure to respond shall be deemed to be agreement. If any Joint-Operator does not so agree. it shall give notice
{“counter proposal”) to all parties hereto of the terms and conditions upon which it would conduct operations for the joint
account. Any such counter proposal shall be deemed to be a challenge of Operator and shall be subject to all of the terms
and conditions of Clause 203 as though such counter proposal was “the challenge notice” provided therein. except that in
determining the merits of the counter proposal it shall be compared to the terms and conditions contained in the Operator’s
notice rather than to existing operating terms and conditions only.

206 APPOINTMENT OF NEW OPERATOR

{a) If an Operator resigns or is to be replaced. an Operator shall be appointed by the affirmative vote of two
or more parties representing a majority of the participating interests.

b} No party shall be appointed Operator hereunder unless it has given its written consent ta tha annaint.
ment; provided that if the parties faif to appoint a replacing Operator or if any appointed Operator fails to carry out
its duties hereunder, the party having the gréatest participating interest shall act as Operator pro tem, with the
right, should a similar situation re-occur after a new Operater has been appointed, to require the party hereto hav-
ing the next greatest participating interest to act as Operator pro tem and so on as occasion demands.

(c) No provision of this Article shall be canstrued to re-appoint as next-succeeding Operator an Operator
who has been replaced under Clause 202, except with the unanimous consent of the parties hereto.-

{d} -~ Except as provided in subclauses (a). (b} and (c} of Clause 202 {in which cases the Cpera;or shall be
repla'ced immediately), every replacement of Operator shall take effect at 8:00 a.m. on the first day of the calendar
month following the expiration of any period of notice effecting a change of Operator, notwithstanding anything
hereinbefore contained. '

207 TRANSFER OF PROPERTY ON CHANGE OF OPERATOR — At the effective date of the resignation or replace-
ment of the previous Operator as hereinbefore provided, the preceding Operator shall deliver to the successor Operator

possession of the wells being drilted or operated by the Operator pursuant to this Operating Procedure {except any wells in
respect of which the succeeding Operator is not entitled to information, which shall be operated by a party hereto deter-

minad pursuant to subclause (b} of Clause 206 until the successor Operator becomes entitled to such information)) and of
all other facilities and a¥l funds held for the joint account, together with all production, if any. which has not theretofore been
delivered in kind, and copies of books of account and records kept for the joint account and wells delivered and all
documents.: agreements and other papers relating thereto. Upon delivery of the said property, books ‘and records. the
Operator shall be released and discharged and the successor Operator shall assume all duties and ‘oblugatlons of the
Operator, ekce'pt the unsatisfied duties and obligations of the Operator accrued prior to the effective date of the change of
QOperator and for which the Operator shall, notwithstanding its release or discharge, continue to remain liable.

208 AUDlT OF ACCOUNTS ON CHANGE OF OPERATOR — Upoﬁ every change 6f Operator andrt.)v ﬁbt’nlater than 60
days after the new Operator commences to act as Operator the parties shall cause an audit to be mada of the books. of ac-
count and records kept for the joint account. The cost of the audit shall be charged to the joint account.

ARTICLE I
FUNCTIONS AND DUTIES OF OPERATOR

301 CONTROL AND MANAGEMENT OF OPERATIONS — The Operator is hereby delegated the exclusive control and
management of the exploration, development and operation of the joint lands for the joint account.

The Operator shall not make an expenditure for any single undertaking the total estimated cost of which is in ex-
cess of Ten Thousand Dollars (S10,000) without a written authority for expenditure from Joint-Operators, unless the axpen-
diture is considered by Operator to be necessary by reason of an event endangering life or property. Particulars of each such
eveni shall be reported promptly to the Joint-Operators,

302 OPERATOR AS JOINT-OPERATOR — The Operator shall aiso have all the rights and obligations of a Joini-
Qocsrator with respect to its participating interest.

303 INDEPENDENT STATUS OF QPERATOR — The Operator in its operauons hereunder is an Independent Contrac-
ter The Operator shall furnish or cause to be furrished ali materiat, labor and services necessary for the exploration,
tevalopment and operation of the joint iands. The Operator shall determine the number of employees, their selection and
:te haurs of labor and the compensation for services to be paid tham in connection with its operations hereunder. All
~=tgyees and contractors used in its operations hereunder shall be the employees and contractors of the Operator.
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304 PROPER PRACTICES IN OPERATIONS — The Operator shall carry on all operations diligently, in a good and
workmanlike manner, in accordance with good oiffield practices, and in accordance with the Regulations.

305 BOOKS AND RECORDS — The QOperator shall with respect to all operations conducted by it hereunder keep and
maintain true and correct books. records and accounts showing the development and progress made, drilling done. other
operations carried out. the quantity of the petroleum substances taken out of each well, and the disposition thereof; and .
shall, upon request of a Joint-Operator, make available in Alberta and there permit each Joint-Operator during normal
business hours to inspect the said books, records and accounts and to make extracts or copies therefrom and thereof, and to
audit the Operator's accounts and records as provided in the Accounting Procedure; provided that a Joint-Operator while
not entitled to information with respect to a well shall not have the rights granted under this Clause with respect to that well.

306 PROTECTION FROM LIENS — The Operator shali pay. or cause to be paid, as and when they become due and
payable all accounts of contractars and claims for wages and salaries for services rendered or performed and for materials
supplied on, to or in respect of the joint lands or any operations for the joint account thereon, and keep the joint lands free
from liens and encumbrances resulting therefrom, unless there be a bona fide dispute with respect thereto; and not suffer
any claims of or dues to or on behalf of the Workmen’s Compensation Board to become in arrears.

307 JOINT-OPERATOR'S RIGHTS OF ACCESS — The Operator shall, except as otherwise herein provided. permit
each Joint-Operator or its duly authorized representative, at the Joint-Operator’'s sole risk, cost and expense full and free
access at all reasonable times for the purpose of inspection and observation to all operations of every kind and character be-
ing conducted for the joint account upon the joint lands and to the records of operations conducted thereon.

308 SURFACE RIGHTS — The Operator shall acquire for the joint account all necessary surface rights for purposes of
joint operations hereunder.

309 MAINTENANCE OF LEASES — Except as otherwise provided herein or in the Agreement, the QOperator shall on
behalf of the parties and for the joint account comply with all the terms and conditions of the title documents, including: (i}
the payment of rentals, and {ii) other encumbrances agreed to be borne for the joint account; and shall do ali the things
necessary to maintain the title documents in good standing and in full force and effect: provided that this Clause shall not
require or permit the Operator to drill a well for the joint account.

310 PRODUCTION STATEMENTS AND REPQRTS — The Qperator shall furnish each Joint-Operator before the 25th
day of each month with a statement showing production, inventories, sales and deliveries in kind to the parties of petroleun
substances during the preceding month.

The Operator shall also make ali necessary reports relating to operations for the joint account on the joint lands as
required by the Regulations and shall upon request of a Joint-Operator provide it with a copy of each production report filed
by Operator with any governmental agency.

311 INSURANCE

{a) In respect of operations hereunder for the joint account, the Operator shall comply with the requirements
of all Unemployment Insurance and Worker's Compensation legislation and shal!, prior to the commencement of
operations hereunder, hold or cause to be held with a reputable insurance company or companies, and thereafter
maintain or cause to be maintained for the joint account and benefit of the parties hereto, the insurance hereinafter
set forth, and the cost thereof shall be charged to the joint account. The insurance referred 1o in this Subclause is
as follows:

{ily  Employer’s Liability Insurance covering each employee engaged in the operations hereunder to
the extent of One Hundred Thousand ($100.000.00} Dollars where such employea is not
covered by Worker's Compensation,

{ill  Automabile Insurance covering all motor vehicles, owned or non-owned. operated and/or ficens-
ed by the Operator, with a bodily injury, death and property damage limit of Five Hundred Thou-
sand ($500.000.00) Dollars inclusive.
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{i} Comprehensive General Liability Insurance with a bodily injury. death, and property damage limit
of Five Hundred Thousand Doltars {$500.000.00) inclusive: and, without restricting the generali-
ty of the foregaing provisions of this Subclause, such coverage shall include Contractual Liability,
Tortious Liability, Contractor's Protective Liability, Products and Completed Operations Liability.

{iv) Aircraft Liability Insurance, if aircraft are to be used in the operation, covering all aircraft, ownad
or non-owned, operated and/or licensed by the Operator, with a bodily injury, death and property
damage limit of One Miltion {$1.000,000.00) Dallars inclusive.

(b) The Operator shall use every reasonable effort to have its contractors and sub-contractors comply with
applicable Unemployment Insurance and Worker's Compensation legislation and carry such insurance {if any) in
such amounts as the Operator deems necessary

{c) " Each party hereto shall be responsible for insuring its own interest in the joint lands with respect to
physical damage to property, loss of income and any insurance other than. that referred to in Subclause {a) of this
Clause.

(d) If so requested by any party. the Operator shall furnish evidence of compliance with the foregoing in-

surance provisions.
312 TAXES — Except as othenmse provided herein or in the Agreement. the Operator shall initially pay for the joint ac-
count zll taxes {except income taxes) with respect to property held for the joint account.

ARTICLE IV
INDEMNITY OF OPERATOR

401 LIMIT OF LIABILITY — The Operator shall not be liable to the Joint-Operators for any loss or damage except for
loss or damage resulting from the gross negligence or wilful misconduct of the Operator. its agents and employses.

402 INDEMNIFICATION OF OPERATOR - Each of the Joint-Operators, proportionate to its participating inzeras:.
hereby indemnifies and agrees to hold harmless the Operator against any claim of or liability to any third persen resulting
from any act or omission of the Operator or its agents and employees in conducting operations for the joint account; provid-
ed. however, that the Operator shall not be indemnified or held harmless by the parties for any loss, damage. claim or liabili-
ty. resuiting from the gross negligence or wilful misconduct of the Operator, its agents or employees, but no act or omissicn
of the Operator, its agents or employees, shall of itself be deemed gross negligence or wilful misconduct if it is done or
omitted at the instruction of, or with the concurrence of, the Joint-Operators.

ARTICLE YV
COSTS AND EXPENSES

501 ACCOUNTING PROCEDURE AS BASIS — The Accounting Procedure shall be the basis for all charges and credis
to the joint account except as the Accounting Procedure may be in conflict herewith or with the Agreement.

502 OPERATOR TO PAY AND RECOVER FROM PARTIES — Subject to the provisions of Clause 503, the Operatorin
its operations for the joint account shall initially advance and pay all costs and expenses of operations conducted for the joint
account. The Operator shall charge to each Joint-Operator its proportionate share of the said costs and expenses. and each
respective Joint-Operator shall pay the same to the Operator within 15 days after receipt of the Operator's statemant
thereof. Failing payment when due. the amount unpaid may, at the Operator's option, bear interest from the day such pay-
ment is due for the account of the Operator at a rate two {2%) percentage point higher than the then prevailing prime bark
interest rate charged by the chartered bank in Canada used by the Operator with respect to operatio‘ns hereunder. until the
amount is paid,

503 ADVANCE OF COSTS AND EXPENSES — The Operator may. at its election. require each Joint-Operator 10 ad-
vance its proportionate share of all costs and expenses to bz incurred for the joint account. If the Operator so elects, it may.
not earlier than 30 days prior to the first day of each calendar month, submit to each Joint-Operator an itemized eslimaiz of
thz costs and expenses proposed to be a charge for the joint account in that calendar month, with a request for paymens by
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each Joint-Operator of its proportionate share thereof. Each Joint-Operator shall pay the Operator its proportionate share of
the costs and expenses so estimated or secura the payment thereof in 2 manner satisfactory to the Qperator on or before the
16th day after receipt by it of such estimate or by the first day of the calendar month to which the estimate relates.
whichever is the later, and if any Joint-Operator fails so to make or secure such payment, the unpaid amount may, at the
Operator's option. bear interest {payable by that Joint-Operator} for the account of the Operator at the rate of interest
provided for in Clause 502 from the day such payment is due untit it is paid. Adjustments between estimated and actuat
costs shall ba made by the Operator at the close of each calendar month, and the accounts of the parties shall be adjusted
accordingly.

504 FORECAST OF OPERATIONS — The Operatoar shall from time to time at the request of a Joint-Operator, furnish
the Joint-Operators with a written forecast outlining all operations which it proposes to carry out on the joint lands for the
joint account during the forecast period {which shall be no less than three months and no more than twelve months)
together with the estimated costs thereof. It is specifically understoad that such forecasts are for informational purposes
only and shall not bind any of the parties.

505 OPERATOR'S LIEN

(a} The Operator shall have a lien on the interest of each Joint-Operator in the joint lands and in production,

wells and equipment therefrom and thereon to secure payment of each Joint-Operator’s proportionate share of the
cost and expense of all operations carried on by the Operator for the joint account. .
(b) If a Joint-Operator fails to pay or advance any of the costs hereby agreed to be paid or advanced by it.

and the default continues for 30 days aftar the Operator has served notice upon the Joint-Operator specifying the
default and requiring the same to bs remedied. the Operator may, without limiting the Operator’s other rights at

fawe:
(i) withhold from such Joint-Operator any further information and privileges with respect to
operations;
{ii} treat the defau!t as an immediate and automatic assignment to the Operator of the proceeds of

the sale of such Joint-Operator's share of the petroleum substances; and from and after the
Operator making such election, the Operator may require the purchaser of such Joint-Operator's
share of the petroleum substances to make payment therefor to the Operator while the default
continues, and

{iii} enforce tha lien created by the default in payment by taking possession of all or any part of the in-
terest of the defaulting Joint-Operator in the joint lands or in all or any part of the production
therefrom and equipment thereon; and the Operator may sell and dispose of any interest, produc-
tion or equipment of which it has so taken possession either in whole or in part or in separate
parcels at public auction or by private tender at a time and on whatever terms it shall arrangs,
having first given notice to the defaulting Joint-Operator of the time and place of the sale. The
proceeds of the sale shall be first applied by the Operator in payment of any costs to be paid by
the defaulting Joint-Operator and not paid by it and any balance remaining shall be paid t6 the
defaulting Joint-Operator after deducting reasonable costs of the sale. Any sale made as
aforesaid shall be 2 perpetual bar both at law and in equity against the defaulting Joint-Operator
and its assigns and against all other persons claiming the property or any part or parcel thereof
«old as aforesaid by, from, through or under the defaulting Joint-Operator or its assigns.

ROB REIMBURSEMENT OF OPERATOR — If the Operator has not received full payment of a Joint-Operator’s share of
the costs and expenses of operations hereunder within three (3} months following the date the payment was due. each
Joint-Operator, upen being billed therefor by the Operatar, shall cantribute a fraction of the unpaid amount, excluding in-
terast thereon. which fraction shall have:

(i) as its numerator — the participating interest of that Joint-Operator, and
(i} as its denominator — the aggregate participating interests of all parties hereto except the
defaulting Joint-Operator.

and thereupon each contributor shall be proportionately subrogated to the Operator’s rights pursuant to Clause 505, and to
the interest thereafter payable under Clauses 502 and 503 on the unrecovered portion of its contribution.
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507 COMMINGLING OF FUNDS — The Operator may commingle with its own funds the moneys which it receives
from or for the account of the Joint-Operators pursuant to this Operating Procedure.

ARTICLE VI
OWNERSHIP AND DISPOSITION OF PRODUCTION

601 EACH PARTY TO OWN AND TAKE ITS SHARE — Each of the parties hereto shall own its proportionate share of
the petroleurn substances produced from wells operated for the joint account and shall. at its own expense, take in kind and
separately dispose of its proportionate share of production exclusive of the production which may be used by the Operator in
developing and producing oparations and of production unavoidably lost.

602 FAILURE TO TAKE IN KIND — When, and so often as a Joint-Operator shall fait or refuse to take in kind and
separately dispose of its proportionate share of any praduction, the Operator shall have the authority, revocable by that
Joint-Operator at will {subject to existing sales contracts), to selt for the account of that Joint-Operator its proportionate
share of production to others at the same price which the Operator receives for its own portion of the production or to
purchase the same for its own account at the field price prevailing, in the area. All sales made by the Operator of a Joint-
Operator's share of production as aforesaid shall be for such periods of time only as are consistent with the minimum needs
of the industry under the circumstances, but in no event shall any contract for the sale of the Jomt -Operator’s share of
productlon bef made for a perlod in excass of one year.

603 OPERATOR S FAILURE TO TAKE IN KIND — If the Operator is the party who fails or refuses to take in kind and
separately dispose of its proportionate share of production, the Joint-Operators or any one or more of them shall have the
same rights mutatis mutandis with respect to production, including the Operator's share thereof. as the Operator has with
respect to a Joint-Operator’s share of production under the foregoing prowsuons of this Article: and in that case the Operator
shall follow the instructions with respect to production and marketing given by the Joint-Operators who wish to market
and/or take. in kind their respective shares of product:on and to market the Operator’s and other Joint-Operators’ shares of
production as aforesaid. Two or more Joint-Operators exercusmg their rights under this Clause shatl do so in proportion to
their parti::upatmg |nterests : .

604 PAYMENT OF LESSOR’'S ROYALTY — Each of the parties hereto shall pay or cause to be paid the Lessor s royalty

and all other payments required pursuant to the title documents attributable to its proportionate share of petroleum sub-
stances. R

ARTICLE VIi |
OPERATOR'S DUTIES RE DRILLING WELLS FOR JOINT ACCOUNT

701 PRE- COMMENCEMENT iNFORMATION — Pnor to commencmg any well for the joint account. the Operator shall
submit to each Joint- Operator :

(a) an Authority for Expenditure summarizing the anticipated drilling costs and completion costs of the well.
Submission or approval of the Authority for Expenditure shall not preclude any party from giving an operation
notice under Clause 1002 with respect to the well, provided that approval of the Authority for Expenditure by ail
parties hereto before expiration of the notice period under the operation notice shall nullify the said operation
notice; and

{b) the Operator's proposed program of drilling, coring. logging and testing the well.

702 DRILLING INFORMATION AND PRIVILEGES OF JOINT-OPERATORS — During the drilling of the well, the
Operator shall provide to each Joint-Operator:

{a} prompt notice of the date of spudding in of the wall;

{b} daily drilling and geological reports;
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(c) if requested, a complete set of washed samples of the cuttings of the formations penetrated;
{d) access to all cores taken:
{e) immediate advice of any porous zones with showings of petroleum substances encountered and the

proposed tests, if any. to be run on those porous zones, and a reasonable oppartunity to each Joint-Operator to
have a representative present to witness and observe any such tests; and

(f} derrick floor privileges as set forth in Clause 307.

703 TESTING INFORMATION TQ JOINT-OPERATORS — During the drilling of the well, the Operator shall:

(a) test it in accordance with the proposed program:

{b} make such further tests, as are warranted in the circumstances, of any porous zones with showings of
petroleum substances encountered or indicated by any survey;

{c) take representative mud samples and drillstem test fluid samples in order to obtain accurate resistivity
mud filtrate and formation water readings and supply each Joint-Operatar with all information relative thereto:
(d) ©  supply sach Joint-Operator with copies of the drillstem test and service report on each drilistem test run,
including copies of pressure charts.

704 LOGGING INFORMATION TO JOINT-OPERATORS — During the drilling of the well and upon the well reaching
the proposed depth, the Operator shall run all log_ surveys agreed upon among the parties and shall supply each Joint-
Operator with copies as requested of each log so run.

ARTICLE VI

VELOCITY SURVEYS OR OTHER TESTS

801 * VELOCIY SURVEYS AND OTHER TESTS — A Joint-Operator after giving written notice to each of the other
Joint-Operators of its intention to do so, may at its sole risk and expense {including rig costs) canduct a velocity survey or
other survey ar test in a well to which it is entitied to have access, unless the Operator advises such Joint-Operator that in
the Operator's opinion the hole is not in satisfactory condition for that purpose. Each Joint-Cperator entitled to information
from the weli shall have the right to receive one copy of the results of any velocity survey so run upoﬁ paying to the Joint-
Operator that conducted the velocity survey ane-eighth of the cost thereof; otherwise a Joint-Operator conducting a survey
or test shall not be required to make the results thereof available to any other Joint-Operator. Subject to clause 1801, the
Joint-Operator so conducting a velocity survey or other survey or test shall retain all trading rights‘wiih'respect thereto.

Any Joint-Operator Which run_s a velocity survey or other survey or test shall indemnify the other Joint-Operators
from and against all actions, causes of action, claims and demands for all loss, injury or damages such other Joint-Operators
may incur or suffer by reason of the exercise of the rights granted by this Clause.

ARTICLE IX
CASING POINT ELECTION

801 AGREEMENT TO DRILL NOT AUTHORITY TO COMPLETE -— Agreement by the parties to drill or deepen a well
for the joint account shali be deemed not to include agreement to the setting of production casing and to attempting com-
pleticn of the well.

902 ELECTION BY JOINT-OPERATORS RE CASING AND COMPLETION ~- The Operator shall immediately notify the
Joint-Operators when the well has reached the authorized depth and the logs and tests preliminary to completion have been
run. Subject to Clause 1015, each Joint-Operater shali have a period of 24 hours after the logs and results of the tests have
bren made available to it to inform the Operator whether it wishes to participate in the cost of setting casing and making a
compieticn attempt. Failure to reply to the notice from the Operator shall be deemed an election to participate provided at
least one Joint-Operator has actually communicated to the Operator its election to participate. If no party elects to par-
t:icipate, the Operator shall plug and abandon the hole.
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903 LESS THAN ALL PARTIES PARTICIPATE — If one or more, but not all, of the parties elect to set casing and
attempt to complete the well and the wali is completed for the taking of petroleum substances. then paragraph A (indicate
A or B} below shall apply. namely:

A The setting of casing and the completion shall be considered an independent operation under the
provisions of Article X {including the provisions of Clause 1009 if the well is abandoned before the penalty is
recovered) as if the independent gperation were with respect to a development well;

or

B. The parties not participating in the setting of casing and the completion shall assign to the parties par-
ticipating therein all the assignor’s interest in the spacing unit of the well in so far only as it relatas to the zone or
zones i which the well is 50 completed; and the assignees shall forthwith pay to the assngnors the latter’s share of
the estimated salvage valua of the material and equipment placed in or on the well prior to commencement of the
completion attempt; prbyided. if the well is abandoned within six months of the expiry of the 24 hour period
provided in Clause 902, such abandonment shall be for the joint account exceptthat the participants in the com-
pletion attempt shali'bear all extra costs of the abandonment incurred by reason of the completion attempt. If the
well is. not abandoned wnthm the said six months, the cost of abandonment shall be the responsubrhty of the par-
m:lpants in the’ com Vattempt only. : : :

ARTICLEX
INDEPENDENT OPERATIONS

1001 DEFINITIONS USED IN THIS AHTICLE —_ For the purpose of this Article X the “proposing party" shall mean the
party hereto {whether one or more} glvmg natice of its intention to conduct independently an opefatlon on the joint lands
{hereinafter called “the operation™). “eperation notice’ * shall mean such notice of intention; “receiving par_nes “shall mean
the parties {(whether one or more} other than the proposing party: “participating parties” shall mean the parties {whether one
or more) participating in the operation, and shall include the proposing party: “non-participating parties” shall mean the par-
ties hereto {whether ong or maore) not participating in the operatlon, Tdevelapment well” shall mean a well in so far as the
geological horizons proposed to be penetrated in the drilling’ thereof as provided in the operation notice are not deeper than
the deepest geolog:cal herizon in which another well within two miles of the proposed well is or has been capabte of produc-
tion of petroleum substances in commercial quantities {that is, such quantities as would warrant the drilling of’ a like wellin
the vicinity thereoﬂ and- “exploratory well” shall mean a well in so far as it is not & deve10pment well.

1002 PROPOS_AL OF INDEPENDENT OPERATION — The parties normally sh_ail consult with respéct to décisions 1o be
made for the further exploration and development of the joint lands. Whether or not such consultation hasinc.curred or has
been requested, a propnsmg party may at any time give to the recenwng partles an operanon notice for an operation on the
joint fands, stating in the operation notice the nature of the operation, the proposed location, purpose and estimated cost of
the operation and, if applicable, indicating whether it is & development well. an exploratory well or the extent to which it is
both. Each receiving party shall give notice to the proposing party Within 30 days after receipt of the operation notice
whether that receiving party will | pamcmate in the operatron prowded if the operation notlce relates to the drilling of a weali
for the purpose of evaluating lands which have been posted far public tender by a govemmental authority {hereinafter calied

“Crown Sale™) or which it is known will be posted for a Crown Sale to be held not 1ater than 60 days after the date of the
Opera'ion notice [which information shall be contained in the operation notice), the said 30 day period within which the
receiving party shall give notice to the proposing party shall be reduced to 15 days. No well shall be considered as being
drilted for such evaluation if the lands proposed to be evaluated are all at a greater distance than one mile from the location
of the proposed well. If the receiving party fails to give notice to the proposing party within the time provided, that receiving
party shall be deemed to have given notice to the proposing party that it will not participate in the operation. As soon as the
said 30 or 15 day period {(as the case may be) has expired, or as soon as ail receiving partias have replied to the operation
nctice if such oceurs earlier, the proposing party shall forthwith give notice to all the participating parti-es how the costs, risks
and benefits of the operation will be shared, having regard to Clause 1015,

003 TIME FOR COMMENCING OPERATION —- The proposing party may begin the operation without waiting for the
20 or 15 day peried of notice under Clause 1002 to fapse, but shall not commence the operation more than 60 days after
givisg the operation notice, although. in that case, an operation notice may again be given for the same operation ‘vithin or
aftar the expiration of the said 60 day period.
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1004 OPERATOR FOR INDEPENDENT OPERATIONS - If the Operator is a participating party. it shall carry out the
operation for the account of the participating parties. IF the Operator is not a participating party. the participating parties shall
appaoint an Operator for the operation. H the operation is commenced prior to the time the Operator becomes a participating
party {and it is specifically understood that nothing in this Clause shall restrict or prohibit the proposing party from actually
commencing operations as provided in Clause 1003) the operator, upan becoming a participating party. shall take over and
carry out the operation for the participating parties.

1005 SEPARATE ELECTION WHERE WELL STATUS DIVIDED -— If the operation is the drilling of a well which is in part
a development well and in part an exploratory well, each receiving party electing to participate in the well shall elect:

{i) to the extent only that it is a development well; or
(i) to the extent that it is both a development well and an exploratory well.

If the participation in the well varies between the well as a development well and the well as an exploratory weli, the drilling
costs and completion costs of the well shall be allocated between the well as a development well and the well as an ex-
ploratory well as nearly as they can be determined. For the purpose of this Article X, development well costs shall be only
those costs which would have been incurred had the well been drilled as a development well only: all costs of the well ad-
ditional to those designated as development well costs shall be deemed to be exploratory well costs.

1006 ABANDONMENT OF INDEPENDENT WELL — If the operation is the dr:lhng of a well, and the well js not capsble
of production of petroleum substances in paying quantities, the participating parties shall abandon the wa!l in accardance
with the Regulattons _ # T e .

1007 PENALTY WHERE INDEPEND_ENT WELL RESULTS IN PRODUCTION
{a} If the operatron is the dr:lllng of 3. well and the well is completed for the productlon of petroleum sub-
stances from one or more formations in which the well is 2 development well. then. with respect only to those for-
mations, the participating parties shall be entitled to retain possession of the well and to ali production therefrom
until the gross proceeds of production, less lessor's rovalty and’ any overriding royalties or other encumbrances
thereon which otherwise would have been borne by the joint account and less the equipping costs and operating

" eosts’ of the well as a development well, shall equal: :

__10_0___,% of the drilling costs and completion oost's'"of the well as a development w”ellr
after which the well shall be held for the joint'accou'nt apd opér'ated'by the Operator.

(b)'- - - {f the operation is the drilling of a well and the well is comp1eted for the productlon of petroleum sub-
stances Erom one or more formations in which the well is an exploratory well, then, with respect only to those for-
matlons the participating parties shall be entitled to retain possession of the well and to all productron therefrom
until the gross proceeds of production, less lessor’s royalty and any ovefriding royalties or other encumbrances
thereon which otherwise would have been borne by the jomt account and less the equrppmg costs and operating
costs of the wall as an exploratory well, shall equal:

{i) 400 -“ % of the drilling costs and completion costs of the well as an "e)rploratorv well: plus

(i) the same percéﬁiage as that speci.fived in subclause {a} above of the drilling costs of the well as a develop-
ment well if no production is obtained from any formation in which the well is a development well;

after which the well shall be held for the joint account a.d operated by the Operator.

1008 INDEPENDENT DEEPENING, PLUGGING BACK OR REWORKING

{a) No operation notice for a deepening. plugging back or reworking operation may be given with respect to
a well producing or capable of producing petroleum substance in paying quantities, nor shdll any drilling well be
deepenad if one or more parties wish to attempt to complete the well pursuant to Article IX.

{b) A non-participating party in a well may not propose any further operation in the well unless and until
iand only to the extent that) it has regained the right to participate in production from the weli.

{c) VWhare a drilling rig is on location, the period for response to the operation notice under Clause 1002
with raspect to a deepening. plugging back or reworking operation shall be reduced to 48 hours, after which rig
time shall be at the expense of the parties agreeing to participate in the operation. whether or not the operation is

carried out.
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{d) If a deepening. plugging back or reworking operation results in the production of petroleumn substances
in paying quantities from one or more formations in which the well is:

(i) a development well — then with respect to those formations and the petroleum substances
produced therefrom, the provisions of subclause 1007 (a) shall apply, mutatis mutandis. to the
recovery of costs of the operation {including the penalty provided therein) to the extent that such
operation and production relates to the well as a development well,

{ii) an exploratory weli — then with respect to those formations and the petroleum substances
produced therefrom, the provisions of subclause 1007 (b} shall apply. mutatis mutandis. to the
recovery of costs of the operation {including the penaity provided therein) to the extent that such
operation and production relates to the well as an exploratory we)l.

1009 WHERE WELL ABANDONED BEFORE PENALTY RECOVERED — If the 6peration involves the drilling of a well

{or a well which has been drilied) and the well is abandoned before it is due to be turned over to the Operator for the joint
account under Clauses 1007 and 1008. each party who did not_participate in the independent operation but who would
have been responsible for a proportionate share of the costs of abandoning the well prior to the canduct of the independant
operation, shall pay upon abandanment thereof its said share of such costs and the participating parties shali baar tha
balance of the costs of abandonment and shall be entitled to the salvable equipment used in connection with the incepen-
dent operation and resulting from the abandonment: provided that if the proceeds from the salvage of equipment used in
connection with the independent operation as determined under the Accounting Procedure exceeds the amount remaining
to be recovered before the wel! would have been turned over to the Operator for the joint account. the excess proceeds shall
be credited to the joint account. Any proceeds from salvable equipment owned by the parties prior to the mdependent
operation shall be credited to the joint account.

1010 EXCEPTION TO CLAUSE 1007 WHERE WELL PRESERVES TITLE —- Notwithstanding Clause 1007, if the opera-
tion is the drilling of a well required to preserve title, the drilling of which is commenced later than 45 days before the titla
document covering the lands upon which the well is drilled is due to terminate as to all or part of those fands unless a wali
similar to the proposed well is sooner drilled thereon, the non-participating parties shall, effective upon the well reaching suf-
fizient depth to prevent such termination, assign to the participating parties (in proportion to their percentages of participa-
tion in the operation) all the non-participating parties’ interest in and under that title document in so far as it relates to the
lands with respect to which such termination would otherwise have occurred, unless the non-participating parties have. prior
to the date upon which such termination would have occurred, drilled (or are in course of drilling) another well which also
has prevented or will prevent such termination. The non-participating parties’ rights with respect to access to the wellsita
and information with respect to a well subject to this Clause shall be as provided in Clause 1018 hereof

1011 INDEPENDENT GEOLOGICAL OR GEOPHYSICAL QPERATION — Nothing in this Operating Procedure shall
preclude a party from conducting a geclogical or geophysical operation provided that the participating parties shall not in-
terfere with other operations being conducted on the joint lands for the joint account. The non-participating parties shall not
be entitled to any information or data with respect to such operations except that upen paying to the participating parties
150% of what its share of any such operation would have been had all the parties hereto participated therein. a non-
participating party shall be entitled to a copy for its own use of all data obtained from the operation. other than inter-
pretations of such data made by the participating parties or any of them. The right to so acquire information and data from
any such operation shall cease at the end of the second calendar year following the calendar year in which the operation was
completed.

1012 USE OF BATTERY AND OTHER EQUIPMENT FOR INDEPENDENT WELL — To the extent that battery, gathering
or processing facilities, or any of them, are available on the joint lands, the participating parties in an operation shali be per-
mitted to make use of and to share them in the same manner as if the operation had been carried out for the joint account;
provided (i} operations for the joint account shali have priority in all cases where any such facilities may be inadequate and
(i} an equitable division of capital and operating casts is made with respect to ali such joint facilities.

1013 ACCOUNTS AND AUDIT DURING PENALTY RECOVERY --- During the period of recovery of costs and penalties
under any preceding Clause of this Article, the operator for the operation shall supply all parties with a monthly statement
showing the status of the recovery of such costs and penalties. The provisions of the Accounting Procedure relating to audit
of accounts shall apply mutatis mutandis to the audit of accounts with respect to recovery of costs and penalties by par-
tcipating parties under this Article.

1014 PARTICIPANT'S RIGHTS AND DUTIES RE INDEPENDENT OPERATION — As among the participating parties in
any independent operation, the provisions of this Operating Procedure relating to the rights, duties and obligations of tha
Ope=rator and the Joint-Operators including the provisions of Article 1X, shall apply, mutatis mutandis, to the conduct of the
oparation and to the operation of any well during the recovery of costs and penalties with respect thereto under this Articla.
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1015 PARTICIPATION IN INDEPENDENT QPERATION — The parties participating in an independent operation
hereunder shall have the right to do so in the proportions that their respective participating interests, bear one to the other.
except that a party may in its election to participate in the operation specify that it will participate only to the same percen-
tage as its participating interest. In the latter case the proposing party shali promptly determine from the other participants
whether they wish to assume. with the proposing party, their respective proportionate shares of the percentage not assum-
ed by the party so limiting its participation.

1016 ASSIGNMENTS AND FORFEITURES TO BE PROPORTIONAL — Any assignment or forfeiture of any interest in
the joint lands hereinbefare provided shall be made to the assignees or receiving parties. as the case may be, in the propor-
tions that their respective participating interests bear one to the other. unless the contrary is expressly otherwise provided
herein.

17 INDEMNIFICATION OF NON-PARTICIPATING PARTIES — The participating parties in any independent opera-
tion shall, in proportion to their respective interests in the operation. indemnify and hold harmiess the non-participating par-
ties from alt costs, expenses, suits. claims, liens, liabilities angj fosses resulting from the carrying out of the operation.

During recovery of costs and penalties out of production resulting from an operation under this Asticle X. the par-
ticipating parties in proportion to their respective interests in the operation, shall pay the Lessor’s royalties and zll other
payments and encumbrances relative thereto which otherwise would be barne for the joint account and shall save harmless
the non-partipating parties from and against ail such payments.

1018 NON-PARTICIPATING PARTY DENIED INFORMATION — If the operation involves the drilling of a well {or a2 well
which has been drilled) the non-participating parties shail not be entitled to access to the wellsite or any information with
respect to the well until the expiration of 90 days after the date of the release of the rig used to conduct the operation,
provided if a party is required to make an assignment pursuant to Clause 1010, such party shall not be entitled to access to
the wellsite or any information with respect to the well pursuant to this Operating Procedure at any time.

1019 NO JOINT OPERATIONS UNTIL INFORMATION RELEASED — Any party withhalding well infermation within the
90 day period provided in Clause 1018, shall not propose or conduct any further operation on the joint lands within 4%
miles of such well until it has released such information to the non-participating parties.

1020 CONTRIBUTION TO INDEPENDENT OPERATIONS — If any party receives a cash contribution towards the cost
cf the operation, the contribution will be shared by the participating parties only, but the cost of the operation shall be reduc-
ed by the amount of the contribution for the purpose of determining the recovery of costs and expenses under this Article X.

If the contribution is an acreage contribution, the party offered the contribution shall give each other participating
party the right to participate therein to the extent of its share of the cost of the operation at the time the operation was con-
ducted. -

1021 UNITIZATION PRIOR TO RECOVERY — If the operation involves the drilling of a well {or a well which has been
drilled) and the well and its spacing unit becomes subject to a unit operation, the participating parties shall receive the
production allocated to the spacing unit untit they have recovered all costs and penalties to which they are entitled pursuant
to this Article X. The credits under any adjustment of investment accruing to the participating parties for well costs paid and
equipment supplied by them, shall be deemed to be proceeds from production and the debits under any adjustment of in-
vestment shall be deemed to ba operating costs and such credits or debits shall be applied to the well by the participating
parties consistent with the terms of Clauses 1007 and 1008 and shall be recorded in the monthly statement. If the adjust-
ment credit applicable at any time is in excess of the amount required by the participating parties to fulfill the recovery of
costs and penalties. such excess shall be reported to the Operator and credited by the Operator to the joint account.

ARTICLE X}
SURRENDER OF JOINT LANDS
1101 INITIATION OF SURRENDER PROPOSAL — Not later than 60 days before the next ensuing rental date or other
obligation date with respect to the joint lands affected (except an obligation to pay royalty or a drilling obligation not being

enforced under the title documents} a party hereto may give notice to the other parties proposing that some or all of the joint
lands be surrendered to the grantor undar the title documents. Not later than 30 days before the next enswing rental date or
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other obligation date. the parties receiving the notice shall each give notice to all other parties stating whether or not they
wish 1o join in the proposed surrander. Failure 10 respond to the said notice shall be deemed to be an election not to join in
the surrender. Any party giving notice of the proposed surrender or giving notice of its intention ta join in the proposed sur-
render may by notice to the other parties at any time up to but not later than 30 days before the next ensuing rental date or
other obligation date, revoke its notice of intention to surrender. ‘

The size of and interest in the joint lands affected under this Clause must be such that the said grantor wou'ld be
obliged to accept a surrender thereaf pursuant to the title documents.

1102 SURRENDER BY ALL PARTIES — If all parties duly elect to surrender under Clause 1101, the Operator shall
proceed forthwith to salvage for the joint account all salvable material and equipment upon the lands and interests to be so
surrendered, and all parties hereto shall execute and deliver all documents which may be necessary to effect the surrender.
1103 SURRENDER BY L_ESS“THAN ALL PARTIES — I alt the parties do not join in the surrender. the parties not joining
in the surrender shall {unless the Operator be one of them) promptly appoint an Qperator pro-tem for the parties retaining
the said lands and interests, and shall be responsible for taking the necessary steps to ensure payment of rentals or the
meeting of any other bbligation to maintain the said lands and interests for the benefit of the retaining parties

1104 ASSIGNMENT OF INTEREST SURRENDERED -— Effective on the thirtieth day before the rental or other obliga-
tion referred to in Clause 1101 is"ré'i:{'uired to be paid or met, the parties which elected to surrender shall assign to tHe retain-
ing parties a.l_ljt'heir interest in the lands and interests which were the subject of the proposed surrender. The parties receiving
the assignment shall withihaq&éys after i'et;eipt of the assignment pay to the assignors the assignors’ participating interest
share {prior to such_éurrehde'rf m the salvage value of the recoverable material and equipment on the lands so assigned, the
armount to be determined_ by the_ Operator in accordance with the Accounting Procedure and billed by the Operator to the
assignees. : - ' "

1105 RETAINING PAHTIES."TO MEET OBLIGATIONS — Where failure by the retaining parties to meet any obligation
which prompt_ed the surrender proposal would prejud?c_e_ the title of the parties in any other portion of the joint lands, the
retaining parties shall be deemed to have covenanted to meet. that obligation in accepting the interests of the surrendering
parties. . " i R S ' =

1106 FAILURE TO SURRENDER AS AGREED — Where all the parties have agreed to effect surrender under this Arti-
cle. and whether or not some or all of them have taken any action by way of release or assigament pursuant to an intention
1o join in the surrender, the tands and interests which are the subject of the surrender notice shall be deemed to be held for
the joint account until the surrender has been irrevocably effected, including the termination of any right fa reinstate any title
document.‘ffs :that all the parties shall receive or have the right to participate in a'hy; benefits which mi'gh'r'ac':crue during the
penod befoFé_"t"he s‘urrend'e_r_ is irrevocably effected. If. however, any party to whom any interest is con\_leyéd or released for
thz purpose of éffecting the surrender should nat duly proceed with the surrender and thereby causes ény further obligation
to arise, that pér_t'y_shall be sdfely responsible for meeting the obligation and shall indemnify the other pgrﬁes with respect
thereto. - - Cd

. ARTICLE XII ~

ABANDONMENT OF WELLS =

1201 PROCEDURE FOR ABANDONMENT — If a party proposes to abandon a well on the joint lands {except at casing
point, when Article IX shall apply} it shall give notice of proposed abandonment to the other parties who may, within 30 days
of receipt of the notice glect by notice to the other parties to take aver the well. The party or parties taking over the well shall
be entitled to an assignment without consideration or warranty of the abandoning parties’ interest in the spacing unit of the
wellin so far as it relates to the producing 2ane of the well. If all parties elect to join in the abandonment, the well shall be
abandoned for the joint account. )
1202 ASSIGNMENT OF EQUIPMENT AND SURFACE RIGHTS — I less than all parties elect to abandon a well under
Clause 1201, the abandoning parties shall without warranty transfer to the other parties the materials and equipment ap-
purtenant to the well, in consideration of the payment by the transferees to the transferors of the latter's share of the fair
salvage value of the said materials and equipment, less the transferors’ shares of the estimated salvage costs, all determined
by the Operator in accordance with the Accounting Procedure and billed to the transferees. The abandoning parties shall
3iso transfer to the other parties without warranty or consideration the surface rights appurtenant to the well.
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ARTICLE XIH

OPERATION OF LANDS SEGREGATED FROM JOINT LANDS

130 QOPERATING PROCEDURE TO APPLY — Where by reason of the operation of any provision hereof any portion of
the joint lands ceases to be owned by the parties hereto in the same percentages of interest as thair participating interests
hereunder or ceases to be owned by all the parties hereto, the parties hereto acquiring the different percentages of interest
in any portion of the former joint lands shall thereafter hold the same as if they are parties to a separate Operating
Procedure, the terms of which are identical 10 the terms hereof. having regard only to the different owners and percentages
of ownership interest, and the said portion of the joint lands shall cease to be “joint lands”™ hereunder. If the Operatoris a
party participating in the lands ceasing to be joint lands under this Clause. it shall be the initial Operator of those lands.

ARTICLE XIV

LITIGATION

1401 CO’\IDUCT OF LITJGATION — All litigation in connection wuh the title documents and the joint lands shall be
conducted for and on behalf of all parties. Each party shall notify the other party or parties of any process served
upon it, or of any crocess it intends ta serve, in any action involving the title documents and/or the j joint lands and
thereupon the pames shall decide whether the action shali be handled echuswe!y by the sollcnors of the parties or
by joint counsel mutually se!ected bv the partles for the joint account

‘A'RTICLE XV
RELATIONSHIP OF PARTIES

1501 PARTIES TENANTS IN COMMON — The nghts dutaes oblagatnons and liabilities of the pames hereto shall be
several and not |0|nt or collective, it being the express purpose and intention of the parties hereto that their interest in the
joint lands and.in the wells, equipment and property thereon held for the joint account shall be as tenants.in common.
Nothing herem contained shall be construed as creating a partnership of any kind, joint venture or assomatmn or as imposing
upon any party hereto any partnershlp duty, obligation or liability to any other party hereto i

ARTICLE XVI

FORCE MAJEURE

1601 DEFINITION OF FORCE MAJEURE i force majeure shali mean any one or rnore of the following events

_,~.

(a) an act of God :7'

(b} a war, revolution, ir;;u.rre.c‘t.ior:\:'ribt. blockade, or any other ;nlé;f;rful act against public order or authority.
{c) a strike. lockout, or other industrial disturbance,

(d) a storm, fire, flood, explosion or lightning.

{e) a governmental restraint,

(f} any ot'her event {whether or not of the kind enumerated in {a} to {e) of thi; Clause) which is not

reasonably within the control of the party hereto claiming suspension of its abligations hereunder due to force ma-

jeure.
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1602 SUSPENSION OF OBLIGATIONS DUE TO FORCE MAJEURE — If any party hereto is prevented by force majeure
from carrying aut any obligation hereunder. the cbligations of the party in so far as its obligations are affected by the force
majeure shall be suspended while (but only so long as) the force majeure continues to prevent the performance of the said
oblgations. Any party prevented from carrying out any obligation by force majeure shall promptly give the other parties
notice of the force majeure including reasonably full particulars in respect thereof.

1603 OBLIGATION TO REMEDY -- The party hereto claiming suspension of its obligations as aforesaid shall promptly
remedy the cause and effect of the force majeure described in the said notice in so far as it is reasonably able so to do;
provided that the terms of settlement of any strike, lockout or other industrial disturbance shalt be wholly in the discretion of
the party hereto claiming suspension of its obligations hereunder by reason thereof: and that party shall not be required to
accede to the demands of its opponents in any strike. lockout or industrial disturbance solely to remady promptly the force
majeure thereby constituted.

1604 EXCEPTION FOR LACK OF'.FINANCES - Notwithstanding anything contained in this Article. lack of finances
shall not be considered a force majeure nor shall any force majeure suspend any oblrgatnon for the payment of money due
hereunder,

ARTICLE XVI1

'CASH AND ACREAGE CONTRIBUTIONS

1701 CONTRIBUTIONS TO JOINT OPERATIONS TO BE SHARED —

(i) Cash ™~ If any party receives a cash contribution towards the cost of any operation to be carried
out for tha joint account that party shall pay the cash contribution so received to the joint ac-
count ' ;

(i1} Acreage — If any party is offered an acreage contribution in support of ény oﬁération to be
carried out for the joint account, that party shall give each other party hereto the right to par-
ticipate in such acreage contribution to the extent of its participating interest hereunder

1702 ‘NO WAIVER OF CONFIDENTIAL INFORMATION — Clause 1701 shall not permit a party to accept a contribution
from a thlrd party in return for information from an operatlon hereunder

ARTICLE XVIlI
CONFIDENTIAL INFORMATION

1801 INFOHMATION TO BE KEPT CONFIDENTIAL — The parties shall keep confrdentral from third parties all informa-
tion obtained in the course of or as a result of operations on the joint lands, except information which the parties have ex-
pressly agreed to release, and shall take such measure in connectron wrth operatrons and internal security as shall be ad-
visable in the curcumstances.: . B

ARTICLE XIX
DELINQUENT PARYY

1201 CLASSIFICATION AS DELINQUENT PARTY — If any party hereto moves its location and does nat provide the
other parties hereto with notice of its change of address and subsequently cannot readily be located. or if any party becomes
inactive or is struck off the register or otherwise refuses or neglects to answer communications addressed to it at its address
for service, the Operator may send notice by registered mail to that party at its last address for service hereunder, advising
the party that it shall thereafter be considered a delinquent party within the meaning of this Article.

1GN2 EFFECT OF CLASSIFICATION AS DELINQUENT PARTY — From the 15th day after the registered notice has
bezen mailed to the delinquent party under Clause 1801, the delinquent party shall thereafter:

{i) not be entitled to any further notices or communications from the Qperator or any other party
hereto with respect to any matter hereunder;
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{ii) be deemed 1o have elected not to participate in any operations thereafter carried out on the joint
lands;

(iii) be deemed to have elected to join in a!l surrenders and abandonments proposed and effected
hereunder, notwithstanding that it may be named a registered party under the title documents:

provided that the proceeds of the sale of the delinquent party’s share of petroleum substances shall be retained in trust by
the Operator for the account and benefit of the delinquent party after deducting the delinquent party’s proportionate share of
operating costs and all other relevant costs incurred for the joint.account.

1903 RESTORATION OF STATUS — If & delinquent party subsequently communicates with the Operator, pays all
arrears of moneys due the joint account, and undertakes in writing to comply from that time with the provisions of this

Operating Procedure. the delinquent party thereafter shall be restored to the normal status of a party hereto.

1804 LIEN NOT AFFECTED —— Nothing in this Article shall derogate from the énfor_cement of the lien of the Operator
and the other parties pursuant to Clauses 505 and 506. e e

ARTICLE XX

_ WAIVER

2001 = WAIVER MUST BE_!&:,WRIT[NG — No waiver by any party hereto of any breach of an‘}_' of the covenants,
provisos, conditions, restrictions or stipulations herein contained shall take effect or be binding upon that party unless the
same be expressed in writing under the authority of that party/and any waiver so given shall extend only to the particular

breach so waived and shall not limit or affect any rights with respect to any other or future breach. * -

" "ARTICLE XXI
FURTHER ASSURANCES
2101 PARTIES TO SUPPLY — Each of the parties hereto shall from time 1o time and at all times do all such turther acts

and executs and delivér_ali further deeds and documents as shali be reasonably required in order fully to. performy and carry
out the terms of this Operating Procedure. SO oo g

ARTICLE XXII

‘NOTICE

2201  SERVICE OF NOTICE — Whet'h-é'r"o_r not so stipulated herein, all notices, communications and statements
{hereinafter cailled "notices™) r_equired or_‘_ permitted hereunder shall-be in writing. Notices may be served:

(a) Personally by leaving them with the barfy on whom they.'é're to be served at that party’'s address
hereinafter given. Persanally served notices shall be deemed received by the addressees when actually delivered
provided such delivery shall be during normal business hours: or

{b) by telegraph lor by any other like method by which a written and recorded message may be sent)
directed to the party on whom they are to be served at that party’s address hereinafter given. Notices so served
shall be deemed received by the addressees thereof eight hours after the time of transmission or at the com-
mencement of the next ensuing normal business day. whichever is the later; or

(c} by mailing them first class {air mail if to or from the United States of America) registered post. postage
prepaid. 1o the party on whom they are to be served. Notices so served shall be deemed to be received by the ad-
dressees on the second day (excluding as the second day. Saturdays, Sundays and Statutory Hotidays} following
the rnailing thereof in Canada or the United States of America,

17 -



CAPL - 1974

2202 ADDRESSES FOR NOTICES — The address of each of the respective parties hereta shall be as follows:

OMEGA HYDRCCAREBONS LTD.,

630 — 330 Fifth Avenue S.W.,-
Calgary., Alberta.

T2P OLL :

MANITOBA MINERAL RESOURCES LTD. :
603 - 491 Portage Avenue '
WINNIPEG, Manitoba R3B 2£4

2203 RIGHT TO CHANGE ADDRESS — Any party hereto may change its said address by notice served as aforasaid.

ARTICLE XXIH

NO PARTITION

2301 WAIVER OF PARTITION OR SALE -— No party hereto shall during the term of this Operating Procedure exerciss
any right to apply for any partition of the joint lands or sale thereof in lieu of partition.

ARTICLE XXIV

DISPOSITIONS OF INTERESTS

2401 RIGHT TO ASSIGN, SELL OR DISPOSE — Subject to Clause 2402, a party hereto shall not assign, sell or dispose
of any interest in the joint lands lother than as required and allowed one party to the other elsewhere in this Operating
Procedure) without first complying with the provisions of paragraph B below {specify A or B):

A.

The party wishing to make the assignment, sale or disposition shall first notify the other parties and obtain
their written consent, which shall not be unreasonably withheld;

or

If a party {in this paragraph called “the selling party”) wishes to assign. sell or dispose of, or has received an
offer which it is willing to accept for the assignment, sale or disposition of, all or part of its interest in all or
part of the joint lands (in this paragraph called “the subject interest”). the selling party shall give notice
therecf to the other parties {in this paragraph called “the offerees™}. The selling part;/'s notice shall contain
the terms and conditions of the proposed assignment, sale or disposition, including the consideration to be
received for the subject interest and, if applicable. the name of the offering party. The offerees shall have the
right for a period of 20 days after raceipt of the notice from the selling party {in this paragraph called “the
notice period’’), to elect in writing to acquire the subject interest from the selling party on the terms and con-
dittons contained in the notice. The offerees so electing to acquire the subject interest (in this paragraph call-
ed “the buying parties”) shall be obligated to acquire the subject interest n its entirety. The buying parties
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shall have the right to acquire the subject interest in the proportions that their respective participating in-
terests bear one to the other. If all the offerees decline or fail to elect within the notice period to acquire the
subject interest, the selling party shall be free for a periad of 60 days next following the expiry of the notice
period. to assign, sell or dispose of the subject interest on the terms and conditions and to the offering party
{if applicable} stipulated in its offer, but not after the said 60-day period. nor atherwise than as so stipulated,
without again complying with this paragraph B.

If the consideration stipulated in the offer for the subject interest is one which cannot be matched in kind by
the offerees. the seliing party may set out in its notice its bona fide estimate of the value in cash of the said
consideration. if the selling party’s notice did not include its bona fide estimate as aforesaid. the offerees. or
any of them. may request such estimate, in which event the notice penod shall be suspended until such es-
timate is received by all of the offerees. In case of dispute as 10 the reasonableness of the estimate, the
matter shall be referred to arbitration under the provisions of the Arbitration Act or Ordinance of the
province, state or territory where the joint lands are situated, but 'the= notice period shall not be extended by
such referral of the dispute to arbitration, If the equivalent cash consideration determined by the arbitration is
lower than the estimate submitted by the selling party. the cash consideration determinec by arbitration shall
be the sale price for the subject interest and the accounts of the selling party and the buying parties shall ba

_:-.adjusted accordlngiy, if the equivalent cash consideration determined by arbitration is higher than the es-

“ timate submitted by the selhng party, the estimate submltted by the selling party shall be the sale | price for
the SUb]ECt mterest

2402 EXCEPTIONS TO CLAUSE 2401 — C!ause 2401 shall not apply in the foliowing instances, narnely

g T

{a) An ass:gnment made by way of secuntv for the assngnors indebtedness;

{b} - An assignment, sale or dlspDSItIOI"I to an affiliate of the a55|gnor orin consequence of a merger or
amafgamanon of the assignor with another cormpany; E

{c) " An assignment, sale or disposition made by the assngnor of all. or substannafly all, or of an undivided in-
terest in aII or substantially all of its petroleum and natural gas rights in the provmce state or terntory where the
joint lands are situated. O T ) Sk

2403 MU LTI”LE ASSIGNMENT NOT TO INCREASE COSTS — If any ass:gnment of an interest in the]omt lands or any
part thereof is made to multiple parties sa that the expenses or duties of the Operator arg thereby mcreased the Operator
may require the assignees {and the assignor if it retains an interest) to appoint ona of their number as reprpsentmg atl of
them for the purposes of this Operatmg Procedure, unless arrangements satisfactory to the Operator are made to compen-
sate the Operator for the |ncreased expenses or duties. : i

4

2404 NOVATION UPON ASSfGNMENT — No assignment of an interestin !he;omt iands {except pursuant ta the aban-
donment. surrender and forfeiture prw:smns of this Operating Procedure} shall be effective against ‘the parties hereto who
are not parties to the assignment until the first day of the month nextfoilowmg the date upon which an executed copy of the
assignment has been lodged with each party hereto whao is not a party to the assignment. provided, the other parties may
require the assignor and assignee to enter into a novation agreement with and satisfactory to them under which the
assigree will undertake to assume the obligations of the assngnor hereto with respect to the interest assigned to the
assignee.

ARTICLE XXV

PERPETUITIES

+

26M LIMITATION ON RIGHT OF ACQUISITION — Notwithstanding anything elsewhere herein contained. the right of
any party hereto to acquire any interest in the joint lands from any other party hereto shall not extend beyond twenty-one
years after the lifetime of the last survivor of the lawful descendants now living of Her Majesty Queen Elizabeth 11
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ARTICLE XXVI

UNITED STATES TAXES

2601 URITED STATES TAXES — The parties hereto agree that if for purposes of the United States Internal Revenue
Code of 1954 this agreement or the relationship established thereby constitutes a partnership, as defined in section 761{a}
of the said Code, each of the parties hereto who are entitled under the said section 761{a} to elect. hereby elects to have the
said partnership excluded from the application of subchapter K of chapter 1 of subtitle A of the said Code. or such portion
thereof as the Secretary of the Treasury of the United States or his delegate shall permit by election to be excluded
therefrom. The Operator is authorized to execute such election on behalf of the parties who are entitled to make such elec-
tion and to fite the election with the proper United States government office or agency, and the Qperator is further authoriz-
ed and directed to execute and file such additional and further evidence of such election as may be required; provided that if
the Operator is not subject to the said Code with respect to the joint lands, the obligations of the Operator under this Clausa
shall be carried out by the party hereto who is subject to the said Code with respect to the joint lands and who holds the
greatast participating interest. '

ARTICLE XXV
MISCELLANEOUS

2701 SUPERSEDES PREVIQUS AGREEMENTS — Except for the Agreement {other than to the extent that the Agree-
ment by its terms becomes ineffective when this Operating Procedure is made effective), this Operating Procedure
supersedes all other agreements, documents, writings and verbal understandings among the parties relating to the joint
lands.

2702 TIME OF ESSENCE — Time shall be of the essence of this Operating Procedure.

2703 NO AMENOMENT EXCEPT IN WRITING ~- No amendment or variation of the provisions of this Operating
Procedure shall be binding upon any party unless it is evidenced in writing executed by the party.

2704 BINDS SUCCESSORS AND ASSIGNS — Subject to the provisions of Article XXIV, this Operating Procedure shalt
enure to the benefit of and shall bind the parties hereto and their respective successors and assigns, and the heirs, executors,
administratars and assigns of natural persons who are or become parties hereto.

ARTICLE XXVIH
TERM

2801 TO CONTINUE DURING ANY JOINT OWNERSHIP — This Operating Procedure shall terminate when no portion
of th= jaint lands is owned jointly by two or more parties hereto or at that later date upon which {joint ewnership continuing)
all documents of title {and all renewals and extensions thereof) to the joint lands have terminated and ali wells on the joint
tands have been plugged or abandoned. all equipment thereon salvaged, and final settlement of accounts had among the
parties hereto.
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SCHEDULE Petroleum Accountants
Society of Western
Canada — 1969

...............................................................................................

....................................................................................................

101.

201,

"Definitions*~ ©
In this Accounting Procedure:

ACCOUNTING PROCEDURE

- PART1
GENERAL . Ll

S e e e
S e

{a) ‘““Agreement” means the agreement to which this Schedule is attached.

(b) “Controllable Material” means Material classified as controllable in the Controllable Material Price Catalogue, as
revised from time to time, of the Petroleum Accountants Society of Western Canada.

() “for the Joint Account™ means for the benefit and risk and at the expense of the Parties, in accordance with their
respective interests in the Joint Property.

(d) *Joint Operations” means all operanons for the Joint Account. #

(¢)  “Joint Property” "means property held for the Joint Account.

3 “Matenal“ means the eqmpment machmery and supplies acquired for the Joint Account and clasmﬁed as foUows
(1) Condition “A” means that which is new;

{2) Condition “B” means that w}uch has been used but is sound and is suitable for its ongmal function without
reconditioning; ,
(3) Condition “C” means that which has been used and would be suitable for its original function after recon-
- ditioning or that which cannot be reconditioned for, but has a limited service in, its original function;
(4) Condition “D” means that which is not suitable for its original function but is usable for another function;
and '
(5) Condition “E” means that which is junk.

(2) “New Price” means the cost of Condition “A” Material at the reputable supply store where such Material is available
or at the carrier-receiving point to which such Material could be delivered, whichever is the closer to the Joint
Property. Tubular goods 2 inches in diameter and over shall be priced on a carload basis. Any cash discount.that may
be allowed by a dealer shall not be deducted in determining the New Price. ' T

(h) “Non-Operators” means the Parties, whether one or more, other than Operator. B

(i) “Operator” means the person, firm or corporation designated in the Agreement to conduct the Yoint Operations.

(j)  “Parties” means the persons, firms and corperations who are bound by the Agreement. -

. Approvals

(3)  Approvals required under Clauses 204, 306, 316, 318, 405, and 501 shall be obtained by Operator in writing from
the osumese-Parties having interests in the Joint Property totalling =¥~ percent essrave.

(b)  Approvals required under Clauses 303(c) and 314(b)(2) shall be obtained by Operator in writing from_the o
prera Parties having interests in the Joint Property totalling percent e+mors

. PART I} .-
. - RECORDS, BILLINGS AND RELATED MATTERS

Records

Operator shall maintain records of Controblable Material (excluding replacements) showing the date of acquisition, des-
cription, cost for the Joint Account and details of retirement of each item of Controllable Material. Operator may maintain
records of replacements of Controllable Material.

)



202. Bills

Operator shall bill Non-Operators on or before the last day of each month for their share of charges recorded during the
next preceding calendar month. Bills shall be accompanied by statements as set forth under paragraph b below:

(a)‘ statements of all charges and credits for the Joint Account, summarized by appropriate classifications indicative of
the nature thereof. :

" (b) ‘statements, as follows:
(1) Controllable Material, in detail; and

(2) ordinary charges and credits for the Joint Account, summarized by appropriate classifications indicative of
the nature thereof; and S

{3) other charges and credits, in detzul

203. Payments and Refunds
Bills shall be paid within 15 days aftcr recenpt thereof. Crechts shall be refunded wnthm 15 days after blllS are rendered.

-~

204. Right to Protest or Question Bills : : o : Rt

Any of Non-Operators may protest or question the correctness of a bill, notw1thstand1ng the payment of it, if such protest
or question is made in-writing to Operator within the 26 months next following the end of the calendar year in which the bill
was presented, otherwise the bill shall be deemed conclusively to be correct for all purposes. No adjustment favourable to
Operator shall be made after such period except with approval pursuant to Clause 102(a). e e T

'

205. Audits

Any of Non-Operators, upon notice in wmmg to Operator and all other N)n-Operators, shall have the nght to aucht
Operator’s accounts and records maintained for the Joint Account for any calendar year within the 24 month period next follow-

-~ 's-"

ing the end of such calendar year. Any claims of discrepancies disclosed by such audit shall be made in writing to Operator with-

in the 26 month period next following the end of such calendar year. Where two or more Non-Operators desire to conduct
audits, they shall make every reasonable effort to conduct joint or simultaneous audits in a manner which will result in 2 mini-
mum of inconvenience to Operator. Costs of audits shall be borne by all Non-Operators.

PP RPN ) S
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PART IiI
CHARGES L L T

i

Operator may mcur for the Jomt Account and charge under th;s Part I1I the followmg

361, Rentals, Royaltles and Other Payments o

Rentals, royalties and other payments required to maintain the interest of the Parties in the Joint Prbperty. '

oL, 47 e : o Y

302. L’lbour YT PR SRR IR S R :‘,‘ : N N . . - e

(2) Salaries and wages of Operator s employees thle duectly engaged in work, other than operatlon and mmntenance
on the Joint Property.

(b) Salaries and wages of Operator’s employees (up to and including) (betow) the first level of field supervision while
directly engaged in operation and maintenance on the Joint Property, and salaries and wages of Operator’s technical
cmployees while directly engaged in operation and mamtenance on tue Joint Property.

{2} In this Clause, “operation and maintenance” means all operat;ons associated with the Joint Property exc]us:ve of
exploration operations, Construction Projects and Drilling, as defined in Clauses 314(a)(1) and 314(a)(d).

-3 ErﬂmigngEg:efits

Operator’s costs with respect to employees whose salaries and wages are chargeable under Clause 302:
{a} for holiday, vacation, sickness and disability benefits and cther customary allowances, which may be charged as a
percentage of the said salaries and wages in accordance with Operator’s cost experience; and

‘oY Uor any payments made and borne by Operator pursuant to any law applicable to it as an employer other than any
law relating to benefits chargeable under Clause 303(a); and

(¢} ior its established employee benetit plans, but not in excess of__15__percent of the tota! charges under
Jlausas 302 and 303(a). The said rate may be adjusted from time to time upon approval pursuant to Clause 102(b).

o

/
%
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304, '_I'r:wel Expenses
Travel expenses of employees whaose salaries and wages aic chargeable under Clause 302.

305. Material
Costs, as provided in Part 1V, of Material purchased or fucnished by Operator and of transporting such Material.

;

306. Services and Utilities

Costs of services and utilities for Joint Operations obtained from persons not Parties, except costs of professional consul-
tants’ services which shall be charged only with approval pursuant to Clause 102(a)-

307. Operator's Facilities and Equipment

Costs for use of Operator’s own facilities and equipment in accordance with Clause 406.

308. Damage or Loss to Joint Property

Costs of replacements of fepairs to the Joint Property resulting from damage or loss for which Operator is not liable.

309. Damage Claims
Costs of damage claims arising out of Joint Operations and for which Operator is not liable.

310. Acquisition of Surface Rights and Legal Services ' -

Costs of acquisition of surface rights and of legal services for title work. Fees and related expenses associated with other
legal services may be charged only with approval of the Parties. .

311. Taxes
Taxes paid for the Joint Account.

312. lpsurance , _ . . :
Premiums paid for insurance that Operator is required to carry for the Joint Operations.

313. Camp and Housing Expense ,

Costs of operating and maintaining all necessary camp and fousing facilities for, and boarding of, employses whose
salaries and wages aré chargeable under Clause 302; provided that the charges for Operator’s own facilities shall be commensurate
with the costs of ownetship and operation thereof, including depreciation and interest on the depreciated investment, l2ss any
revenue therefrom. The_ annual interest rate on investment shall not excead the prime bank rate of the principal chartered bank
in Canada used by Operator plus 1 percent, determined at the beginning of each catendar year. When operations in addition to
the Joint Operations are served by these facilities the charge for such facilities shall be apportioned among all such operations
on an equitable basis.

314. Overhead
Qverhead as provided in Clause 314(b)-
(a) In this Clause 314: ' _

0] “Construction Project” means any construction or‘installation undertaken for the Joint Account, includin
each subsequent addition thereto or alteration thereof or replacement of Controliable Material theceon, b
does not include Davelopment.

7)  *Cost” means the total direct expenditures (fess any credits received thereon) exclusive of expenses of litig
tion, judgments, settlement of claims, royalties on production. salvage credits for Material retired and the vall
of injected substances purchased for enhanced recovery.

3) “Development’ .means Drilling, instatlation of additions of equipment and replacement of Controllat
Material on or in wells. :

{4) “Prilling’” means the drilling. completing. capping. plugging and abandoning. dzepening, pluaging back,
drilling of reconditioning of a well (except routing cleanout and pump ot rod pulling operations) or th con
sion of a well to a sousee, input or producing well.

5 «Qperation and Maintenance” means all operations associated with the Joint Property exclusive of Develop
exploration operations and Construction Projects.

(6) “Qverhead™ means an llowance for salaries, wiges, employee benefits and expenses of all Operator’s
ployees nol chargeable elsewhere in this Part 11, and maintaining and operating offices that are not Join
perty.




(7) “Producing Well™ means a well for the Joint Account that in a calendar month:
(i)  has an allowable for crude oil attributable to it; or
(i) is connected to a permanent gas sales outlet, source or injection system; or
(iii) is used as a disposal well; )
provided that a well that is Drilling during the entire month or is permanently shut in and awaiting abandon-

ment shall not be considered a Producing Well, and a well completed in more than one zone shall be considered
a separate Producing Well for each such zone.

NOTE: Select either the Combined Rate Basis or the Percentage Rate Basis below.

(b) Combined Rate Basis

(1) () for Drilling with a rig and crew, S_55.00 per well per day baginning on the date of commencement of
Drilling and terminating on the rig release date, but, if Drilling is suspended for any period of 15 or
more consecutive days while a rig is on location, no charge shall be made for any part of such period of
SUSpension.

(it} for each Producing Well, S]-_Eziﬂ_‘-per monlh.‘

(iii) for each Construction Project,

: (a) -5 percent of the first $ _29,000.00 of Cost, plus
() ——_3  percent of the next S 50,000,00°" of Cost, plus
(c) 1 percent of Cost exceeding the sum of (a) and {b),

provided that no charge shall be made under this Clause 314(b)(1)iii) for any Construction Project the
total Cost of which is less than §_10,000.00

(iv) for exploration operations the following charges shall begin on the day an exploration crew or party
commences work on the site of exploration operations and terminate when it ceases work on the site:

- : Charge Per Operating Crew or Party Day
Operator Qwned ‘ Contract

Seismograph Party

Gravitymeter Party (including Aeromagnetic surveys)

Geological Surface Party _ . To be negotiated.

-The rates in this Clause 314(b) (1) (iv) do not cover interpretation of technical data.

{2) The rates in Clause 314(b)(1), except rates on Construction Projects, shall be adjusted as of the first day of
July each year following the year in which the Agreement became effective. The adjustment shall be computad
by multiplying the rate currently in use by the percentage increase or decrease in the average weekly wage
and salarics of the Canadian petroleum and natural gas industey for the last calendar year compared with the
calendar year next preceding such last calendar year as reported by the Dominion Bureau of Statistics. The
adjusted rates shall be the rates currently in use, plus or minus the computed adjustment rounded to the nearast
dollar. Notwithstanding the provisions hereof the rates in Clause 314(b)(1) may be adjusted from time to time
upon approval pursuant to Clause 102(b).

(3)  Rates will be negotiated when required for operation of facilities such as, but not limited to, gathering systems
and related facilities, gas processing plants, compressor plants, secondary recovery systems, injection systems’
and salt water disposal facilities other than disposal wells.

Poscantacg Drato Do oy
a2l
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percent of Cost.
(i) for Operation and MaintchiTee—sx<ept_of gas processing plants, gas gathering systems anc related
facilities, ————.percent of Cost.
(iii) for Operation and Maintenance of gas processing plants, gas gathering sySTEmr—sdralyed facilities,
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315.

316,

317.

318.

401.

402,
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- percent of the first $ : of Cost, plus

of Cost, plus

(c)______ percent of Cost exceeding m_of (a) and (b).

{v) for geophysical and geological exploration operations, . .~~~ percent of Cost if 2 contract crew or
party is employed and ___ percent of Cost if Qperator utilizes its w or party. The rates in
thlS Clause 3 l4(b)(1)(v) do not cover mterpretatlon of techmcal data.

Interpretation of Technical Data

Costs, as approved by the Parties, of interpreting technical data from exploration operations.

Engineering Design

Costs of engineering design with approval pursuant to Clause 102(a).

¥Warehousing Handling

{(a) Z—Lpercent of the cost of tubular goods 2 inches in diameter and over and each other item of Material having
a New Price in excessof $:. 1,000.00  delivered from Operator’s warehouse and 5 - percent

of the cost of all other Material delivered from Operator’s warehouse, where Operator’s warehouse is not mamtamed
as part of the Joint Property.

(b) Costs of maintaining warehouses which are part of the Joint Property.

Other Costs
Costs, as approved pursuant to Clause 102(a), for which provision is not made elsewhere in this Accounting Procedure.

PART IV

] BASIS OF CHARGES
Purchas-es

Operator shal] whenever pract;cable
(a} purchase Material for delivery directly to the Joint Property; and

(b) purchase for or transfer to the Joint Property only such Material as is required for immediate use and avoid the
accumulation of surplus stocks. B

Charges for Purchases

Material purchased shall be charged at the price paid by Operator. Discounts actually received in respect thereof sha]l be

for the Joint Account.

403.

Charges for Material Furnished by Operator

VWhen it is not practicable to purchase Material for delivery directly to the Joint Property, Material may be fumished by

Operator from its stocks, in which event Material shall be charged as follows:

404,

(a) Condition “*A” at New Price;
(b) Condition “B” at 75 percent of New Price;
(¢} Condition “'C’" at 50 percent of New Price; and

(d) Condition “D” at a reasonable price based on the use to which it is to be put.

Premium Prices

Whenever, in Operator’s opinion, Material is not available at reasonable prices, Operator shall in writing notify Non-

Operaters thereof. Within 2 days after receipt of such notice each Non-Operator may notify Operator in writing that it wishes to
deliver to Operator such Material and such notice shall set forth the price and delivery date. Operator shall decide if the price
and date for delivery of such Material are reasonable in the circumstances and, if so, shall purchase such Material from such Non-
Op=rators. If more than one Non-Operator wishes to supply such Material, Operator shall decide the quantity of such Material
that cach such Non-Operator may deliver. If Operator decides such Material is not available from the Non-Operators on
reasonuble terms, Operator may acquire such Material and make a charge for the Joint Account of the actual cost and expense
ircurred in purchasing, transporting and preparing such Materiat for use.

5.



405. Transportation of Material -

Operator may charge the actual cost of transportm" Material to or from the Joint Property, provided that the charge .
transporting Material furnished by Operator shall not exceed the estimated cost of transporting such Materia} from the reputab.
supply store where such Material is available or the carrier receiving point to which such Materia} could be delivered, whichever
is the closer to the Jgint Property. No charge shall.be made for transporting Material from the Joint Property to other properties
of Operator except with approval pursuant to Clause 102(a).

Sy > 0

406, Operator’s Facilities
{a) - Operator may charge for use of Ogerator's own facilities and equipment at rates, not exceeding those prevailing in
the immediate area for available like facilities and equiprment, commensurate with the costs of ownership and
operation thereof, including depreciation and interest on the depreciated investment. The annual interest rate on
investment shall not exceed the prime bank rate of the principal chartered bank in Canada used by Operator plus
AT percent determmed at the beginning of each calendar yezr.

(b) In lieu of rates provided in Clause’ “406(a), Operator iniy charge for use of its own facilities and equipment, except
automot:ve equlpmf'nt at the commercial rates prevailing in the immediate area, less 20 percent.

.
.

() Whan requestad to do so, Opera 6T shall inforrn Non-Operators in advance of the rites to be charged.

PART V
;  DISPOSAL OF MATERIAL
501 OpemtorsAuthonty to Dispose of Maten..l v . : ’ T A
Operator may dispose of any surplus Material the New Price of which it less ihan § - 55000 00 g Operator shall

obtain the approval of Nen-Operators pursuant to Clause 102(a) to dispose of any other Material.

5032. ‘Sd.,a LI
The proceeds of sales of Material shall be for the Joint Account.

G3. Valuation of [V'atena‘
Materia! disposed of to the Parties shs l! be vaiued as folluws e
(a) Condition “A™ at New Price; . - :
(b) Conilition “B” - - : Rt ST .
(1) -at 73 percent of New Pnce if the Material was a charge for the Joint. Account as Condition A, or

(%1

e \

T,

(2) at65 percent of I\ew Price if the Material was a charge for the Joint A\.C:}ui"t as Londmon B

. —-
s . 3 o

(c) Condition “C” at 50 perceat of New Price;and - .. . 7 oo e 3
(d) Cond:tlons “D” and “E™ at the best price obtainzble.
When the use of Material is tempor ry and the reduced value provided in this Clanse is not justified, such Material shall be

valued on & basis copsistent with iis use. L L. L
T S o PARTVI ' '
A " INVENTORIES
601. rr=q11ency ‘o1 Inventory 8'1d Expense . . .

An ihventory of Controilable Mateml qhall be tTf'ZClﬂ it lewonabw mten’:ﬂr and the exp enée of such inventory shall be a
charge 'for the Joint Accoint. " :

PR e g et

-I.-
60 [\oncc of lr \'nvento.w R . ' o o cLs

] O kntor shallgive Non—O')erator:. 30 da»s notice of any inventory jproposed to be taken hereunder and ezch Party shall
" be entitled fo be errespmea at tl.e taF mo ofsuch mVenh.y

602, f\nuonuhatnﬂ .
The Parties participaring in the inventory shall reconcile the inventery with the records maintained pursuant to Clause 201
and the expense of such reconcitiation shall be a charge for the Joint Account.

604, Feport of Inventry
Operator shall submit each inventory to Non-Operators, together with a list of overages and shortages, showing the cost for
the Joint Account of shoctages and the original or estimated cost of overages to edch Party.

P

605 Special inventory

Operator shally, uppn written notic? from any Non-Operator, cause the taking of 2 special inventory of Controll:ible
Muaterizl. Such Non-Qperator shall be entiiled to be represented at the tuking of the special inventory. The inventory shall be
comnmenced within 30 days of receipt of the written notice. The expense of such tnventocy and, if a reconciliztion is requasted
by the Non-Operator, the expense of such reconciliation shall be burne by such Non-Operator.

I
#
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THIS AGREEMENT made as of this th lay of 197 .

BETWEEN:

OMEGA HYDROCARBONS LTD., a body corporate,
with a registered office in the City of )
Calgary, in the Province of Alberta and I
duly licensed to carry on business in the T

Province of Manitoba M/%"
{hereinafter called "Omega") ‘}ﬁffyéﬁqﬂ
OF THE FIRST PART el

AND
MANTTOBA MINERAL RESOQURCES LTD., a body
corporate, incorporated under the laws
of the Province of Manitoba
(hereinafter called "Manitoba Mineral')
OF THE SECOND PART.
WHEREAS Manitoba Mineral wishes to expedite the further explorsation
and development of o0il and gas opportunities in tﬁe Province of Manitoba;
AND WHEREAS Manitoba Mineral is entitled to work the Crown oil
and gas mining rights within the Crown lands as hereinafter described and
to acquire Crown leases covering the productive spacing units within the
Crown lands;
AND WHEREAS Omega is the holder of the Freehold leases covering
the Freehold lands as hereinafter descfibed;
AND WHEREAS Manitoba Mineral and Omega wish to integrate and
combine their respective interests.in the Crown lands and the Freehold
lands and carry out joint oil and gas exploratory operations therecn;
AND WHEREAS Omega is prepared to provide the operational management
of the program as hereinafter described;
NOW THEREFORE THIS AGREEMENT WITNESSETH THAT in consideration

of the premises and of the mutual covenants and agreements hereinafter

set forth and contained the parties hereto agree as follows:



1. DEFINITIONS

In this Agreement, including this Clause and the recitals hereof,

unless the context otherwise requires:

(a)

(b)

(e)

(a)

(e)

(£)

"Accounting Procedure" means the Accounting Procedure
attached to the Operating Procedure.

"complete"”, "completion" or "completed'" means:

(1) in the case of a gas well, to set in the well
production casing and to place in the well gll
equipment necessary for the taking of production
up to and including the outlet valve of the
wellhead and running an adequate back pressure
test, or

(ii) in the case of an oil well, equipping such well
for taking production up to and including the
outlet valve of the wellhead or pump if initially
required and supplying sufficient tankasge and
other equipment required for the taking of
production, or

(iii) in the case of a well which, according to good
ollfield practice, should be abandoned, to
ebandon;

"contract depth" means with respect to the drilling of any

well hereunder, the drilling thereof to & depth sufficient
to test the Mission Canyon formation or to the projected
subsurface depth as determined by Omega in its capacity as

Operator;

"Crown lands" means the Crown oil and gas mining rights in
the geclogical formations under the lands, set forth and
described in Schedule "A" hereto and includes all petroleum

substances;

"Crown leases" means the grants or dispositions of petroleum

substances which Manitoba Mineral holds or is entitled to
acquire in accordance with the 0il and Gas Regulations from

the Manitoba Crown;

"Freehold lands" means the lands included within the Freehold

leases as set forth and described in Schedule "B",
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"Freehold leases" means the petroleum and natural gas leases
set forth and described in Schedule "B" hereto and the

petroleum substances granted thereby insofar as such leases

comprise the Freehold lands;

"0il and gas mining rights" means the rights granted under
Section é of The Mines Act, Cap. M160 to the extent that

they are conveyed in a Crown lease;

"Operating Procedure" means the Agreement attached as

Schedule "D" to this Agreement which Operating Procedure
shall cbme into force and effect in the manner provided
for in this Agreement and shall not require any further
execution in order to be effective and Omega shall be the

initial Operator;

"paying quantities" means the output from a well of such

quantity of petroleum substances, or any of them, as
considering the cost of completing and operating a well
and the price, kind and quality of such production would,
after a production test, commerecially and economically

warrant the taking of production therefrom;

"petroleum substances" means petroleum, natural gas and

related hydrocarbons, all gases and all minerals and
substances (whether liquid or solid and whether hydrocarbons
or not) produced in association with any of the foregoing

or found in any water contained in an oil or gas reservoir
but only insofar as and to the extent the same are granted

by the Leases;

"prospect areas" means the land areas within the prospect

boundaries as shown on the plat attached as Schedule "C"

to this Agreement;

"spacing unit" means the area designated under the 0il and

Gas Regulations for the purpose of drilling for or, producing
petroleum substances or any of them and in any event not

less than an area of forty (L40) acres in the case of an oil
well and six hundred and forth {6L0) acres in the case of a

gas well;
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(n) "the Lands" means the Crown lands and the Freehold lsnds

collectively;

(o) "the Lemses" means the Crown leases and the Freehold leases

collectively;

Words and expressions used in this Agreement, unless otherwise
specified or necessarily required by the context, shall have the same
meaning as in The Mines Act, R.S.M. 1970, Cap. M160, as amended from time
to time and the Regulations thereunder ("0il and Gas Regulations"), as

amended from time to time.

The headings of the Clauses of this Agreement are inserted for
convenience of reference only and shall not affect the meaning or

construction thereof.

Whenever the plural or masculine or neuter is used in this
Agreement, the same shall be construed as meaning singular or feminine

or body politic or corporate and vice versa where the context so reguires.

The provisions of The Mines Act and the 0il and Gas Regulations,
as amended from time to time shall apply to all operations under this

Agreement.

2, INTEGRATION OF INTERESTS

(a} Manitoba Mineral and Omega hereby combine and integrate
their respective interests in the Lands for the purpose
of conducting the joint operations hereinafter set forth
and described. For so long as this Agreement is in effect
the parties hereto shall subject to Clause 5 heredf own
the production qf vetroleum substances from the Lands and
any jointly owned property relating thereto and shall

share all costs and expenses incurred after the signing
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of this Agreement, except as noted in Cleause 2(b), in
the following undivided percentages of interest (herein-
after called "participating equities"):

Omegea. - T5%

Manitoba Mineral ~725%
Until production of petroleum substances in reying quantities
commences, Omega shall be solely responsible for all costs of
maintaining the Freehold lands listed in Schedule "B" in
good standing and in full force and effect for so long as
is required by this Agreement, and Manitoba Mineral shall
be solely responsible for all costs of rmaintaining the Crown
lands listed in Schedule "A" in gbod standing and in full
force and effect for so long as is required by this Agreement.
Notwithstanding the foregoing résponsibility of each party,
neither party will be held lisble in the event of an honest
mistake in judgement. After commencement of production of
petroleum substances in at least paying quantities, all
costs of maintaining productive freehold and ecrown leases
in good standing and in full force and effect shall be for
the Joint Account..
The terms of the Operating Procedure shall apply and are
hereby adopted for all of the Lands as though the Lands
were "joint lands" as defined in Clause 101(h) of the
said Operating Procedure and as though the term "participating
interest" as defined in Clause 101(1) of the said Operating
Procedure had the same meaning as the term "partiecipating
equities" as defined in this Clause 2, PROVIDED THAT if any
conflict arises between the provisions of the Operating

Procedure and the provisions of this Agreement, the latter

shall prevail.



3. WARRANTY OF TITLE

(a)

Omega covenants that it is the holder of the Freehold leases,
that with the exception of the lessor's royalty, they are
unencumbered and that Omega has not entered into any agreement
under which any other person, form or corporation may acquire
an interest therein. Other than aforesaid Omega makes no

warranty of its respective title or the title of its grantor

or predecessor in title.

(b) Manitoba Mineral covenants that it has the right or is
entitled to acquire the right to explore for and produce
petroleum substances from the Crown lands, and that with
the exception of the Crown royalty such right is unencumbered
and that it has not entered into any agreement under which
any other person, firm or corporation may acquire an interest
therein. Other than the aforesaid Manitoba Mineral makes
no warranty of its respective rights.

L, AFTER-ACQUIRED LANDS

Within thirty (30) days of full execution of this Agreement and
approval or ratification of this Agreement by the Lieutenant Governor in
Council of the Province of Manitoba, Omega shall commence a program of
acquiring lands and leases which are not included in Schedules "A" and "B"
but within the "prospect areas" outlined in blue on the plat attached
hereto as Schedule "C". Acquisition costs and the costs of maintaining
these lands and leases in good standing and in full force and effect for
so long as is required by this Agreement shall be for the Joint Account.
Omega shall attempt to obtain only such lands and leases as it, in its sole

Judgement, deems necessary and prudent.



5. WELL OBLIGATIONS

(a)

(b)

Omega shall drill or cause to be drilled for the Joint Account
two (2) wells, one in each of the "prospect areas" shown on
Schedule "C", such drilling program to be commenced by
September 1st, 1977 with a view to completing the program by
December 31st, 1977.

Omega shall with respect to each of the aforesaid wells:

(i) cut a minimum of fifty (50) feet of core
commencing twenty (20) feet above the
expected top of Mississippian to ensure
coring the top section of Mississippian;

(ii) run a dual induction laterolog plus a bore
hold compensated sonic gamma ray caliper log
on each of the two (2) test wells from total
depty to the shoe of the surface casing; or other
suite of logs satisfactory to the Department ;

(iii) carry out drill stem tests over each section
where the presence of petroleum substances
is indicated by the log, core or samples.

6. ASSIGNMENTS - PRODUCING SPACING UNITS

In the event that any well drilled hereunder is capable of

producing petroleum substances in at least paying quantities:

(a)

(b)

if such well is located on Crown lands, or if Crown lands
form part of the spacing unit for such well, Manitcba
Mineral shall forthwith make application for the Crown
leases coveringrthe Crown lands comprised in such spacing
unit, and

Manitoba Mineral and Omega shall deliver, each to the
other, such assignment or assignments or other instruments
as may be necessary or proper in é&er to vest that portion
of the Leases and the Lands comprising such spacing units
in the parties hereto in accordance with their respective

participating equities.

T. TERMINATION

(a)

For each one of the "prospect areas" shown in Schedule "c",

this Agreement shall terminate with respect to any spacing



(b)

(e)

unit that does not have located thereon a well capable of
producing petroleum substances In paying guantities upon

expiration of the later of:

(i) two {2) years from the date of rig release of

the last well drilled in the two {2) well program
referred to in Clause 5;

(ii) twelve {12) months from the date of rig release
of the last well completed or abandoned in such
prospect area.

A1l Crown lands affected by the termination shall revert

to the Crown and the Minister may re-open those lands for

prospecting, staking ocut and for lease, and any interest

Manitoba Mineral has in the Freehold lands in Schedule "B"

affected by termination shall revert to Omegs.

Notwithstanding Clause T{a) the joint lands acquired pursuant
to Clause U4 shall continue to be joint assets for so long
as they have not been surrendered to the grantor under the

title documents.

CONDUCT OF OPERATIONS

(a)

(c)

In carrying out all operations hereunder Omega shall use
only approved and accepted methods and scientific instruments
and will carry out the operations with all reasonable
diligence and to the best of its skill and ability, and

will at intervals of three (3) months, at the written
request of Manitoba Mineral, meet with Manitoba Mineral

or such servants or agents as shall be designated to confer
and discuss the operations being carried on by Omega,

said conference to be held at the time and place designated

- by Manitoba Mineral;

Omega shall pay all accounts for labour, wages, salaries,
materials, fees and other services supplied for the carrying

out of the program,

Omega shall not allow any liens or other encumbrances to
arise or accumulate on or against the Lands resulting from
its operations hereunder, excepting such as may be contested.
in good faith and shall take such steps as may be necessary
to have any lien or other encumbrance removed from the Lands

forthwith;



-9 -

(d) Omega shall acquire all surface rights and any other rights
or privileges necessary for the carrying out of the operations
hereunder and shall conduct all operations in accordance
with good oilfield practice and with the 0il and Gas

Regulations and other relevant legislation.

9. TIME

Time is of the essence.

10. CONFORM TO LEGISLATION

Omega shall conform to all applicable statutes, regulations and
other legislation, as amended from time to time, including, without

limitation, the taking out of insurance.

11. FORCE MAJEURE

A party to this Agreement shall not be liable for damages to the
extent that such party is prevented from complying with its obligetions under
this Agreement in whole or in part by strikes, lockouts, acts of God or the
Queen's enemies, war, laws, orders or regulations of governmental bodies
or agencies, unavoidable accldents, delays in transportation, inability to
obtain necessary materials in the open market, or any other cause, except
lack of finances, whether similar or dissimilar to those specifically
enumerated, beyond the reascnable control of the party affected, but such
party shall, as far as possible, remedy the cause of such non-compliance
with all reasonable dispatch, provided that this requirement does not impose
upon such party the necessity to settle strikes, lockouts or other labour
difficulties to its detriment, and provided further that the force majeure
exoneration as contained in this paragraph shall not operate as a suspension
or relief of obligations mentioned in agreements with respective owner or

lessor of mineral rights.

12, REPORT OF WORK

Omega shall, on or before the lst day of April, 1978, and on the
1st day of April of each subsequent year in each year this Agreement is
in force, furnish to Manitoba Mineral a written report setting out in
detail all work and operations carried out in or upon the Lands during
the immediately preceding calendar year, together with a map or maps
showing the locations of such work and operations and a description of all

the potentially useful substances encountered during such work and operations.
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13. NO USE OF NAME OF DEPARTMENT

To the extent that the professional, managerial and technical
decisions hereunder are the sole responsibility of Omega, Omega covenants
and agrees that it will not use, suffer or permit to be used, directly or
indirectly, the names of either Manitoba Mineral or the Province of Manitoba
(including the neme of any department of the Government of Manitobe) for
the purpose of or in connection with the financing of or obtaining financial
assistance for any of the operations under this Agreement or the promotion
of any corporate enterprise, syndicate, partnership or other associstion
designed, intended or purporting to control, direct or finance, direectly

or indirectly, such operations.

14, ADDRESSES FOR SERVICE

The addresses for service of or notice to the parties are:

Omega Hydrocarbons Ltd.,
630 - 330 Fifth Avenue S.W.,
Calgery, Alberta. T2P OLY4

Manitoba Mineral Resources Ltd.,

603 - 491 Portage Avenue,

Winnipeg, Manitcba. R3B 2EL
A party may from time to time change its foregoing address by written notice
to the other. Any notice may be served by mailing the same, postage
prepaid, in a properly addressed envelope addressed to the party to whonm
the notice is to be given at its stated address for service and such notice
shall be deemed to be received seventy-two (72) hours after the mailing
thereof.

15, PUBLIC INFORMATION RELEASES

All public information releases shall, prior to release, be

first approved by both parties.

16, RELATTONSHIP OF PARTIES

Where the parties incur a liability to any other person, such
liability shall not be joint or several, but each party shall be separately
liable to the other person for a portion of the total 1iability calculated
in accordance with its participating equity. It is not the pburpose of this
Agreement to creat any partnership or joint venture relationship, and neither

this Agreement nor the Program nor any operation conducted under it shall

be construed and considered as creating any such relationship.
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17. FURTHER DOCUMENTS

Each of the parties shall at all times do all such further acts
and execute and deliver all such further deeds and documents as shsll be
reasonably required in order fully to perform and carry out the terms and

intent of this Agreement.

18. CONFIDENTTAL INFORMATION

Subject to the 0il and Gas Regulations, all data and information
fo whatsoever nature acquired by the parties from any operation pursuant
to this Agreement or supplied by one party to the other pursuant to this
Agreement shall be for the sole and exclusive use and benefit of the parties
unless the parties agree to the dissemination of such information, or
unless & party is required to give such information to any recognized
assoclation within the petroleum industry, of which it is a member, that
engages in the exchange of factual inforamtion reiating to the type of
operations contemplated by this Agreement. In no event shall information
relating to wells drilled on a confidential basis to the parties, or any
of them, be disclosed. For greater certainty, upon the termination of
this Agreement, any relationship of a fiduciary nature among the parties,
or any of them, that may have been created with respect to any information

as described sbove shall also terminate.

19. ENUREMENT

This Agreement and everything therein contained shall enure to
the benefit of and be binding upon the parties hereto and the successors

and assigns of the parties hereto.

IN WITNESS WHEREOF the parties hereto have duly executed this

Agreement as of the day and year first above written.

CMEGA HYDROCARBONS LTD.

MANTTOBA MINERAL RESOURCES LTD.




THIS IS SCHEDUEE "A" ATTACHED TO AND MADE PART OF THAT

CERTAIN AGREEMENT DATED THE DAY OF N
A.D., 19 , AND MADE BETWEEN OMEGA HYDROCARBONS LTD.
AND MANITOBA MINERAL RESQURCES LTD.

EAST WASKADA PROSPECT

Township 1, Range 25, West of the Principal Meridian

SW; Section 28
All Section 29

SOUTH WASKADA PROSPECT

Township 1, Range 25, West of the Principal Meridisan

NW% Section 18
SWk Section 20



THIS IS SCHEDULE "B" ATTACHED TO AND MADE PART OF THAT CERTAIN

AGREEMENT DATED THE DAY OF , A.D., 19 , AND
MADE BETWEEN OMEGA HYDROCARBONS LTD. AND MANITOBA MINERAL

RESOURCES LTD.

EAST WASKADA PROSPECT

Lease Date

Land
Description Lessor Net Acres and Term Royalty
SOUTH WASKADA PROSPECT
Land Lease Date

Description Lessor Net Acres and Term Royalty




AW AART A RNAA LAk ALV A AR L A

BETWEEN MANITOBA MINERAL RESOURCES LTD.
AND ' : "
D
o

CAPL OPERATING AGREEMENT — 1974 : 5 ¢ f ,} 4

I. Casing Point Election {Clause 903): A _X B {:‘f_i'f

TI. Penalty for Independent Operations (Clause 1007):

1. Development Wells __300 %
2. Exploratory Wells 400 %

III. Disposition of Interests (Clause 2401): A B X

PASWC ACCOUNTING PROCEDURE - 1969

I. Approvals (Clause 102): (a) e parties totalling /00 %
(b) Ahe parties totalling /00 %

-

II. BRills (Clause 202): A B X

TII. Employee Benefits [Clsuse 303(c)]: /5 4

IV. Overhead:

1. Clause 31j:
(b) Combined Rate Basis: (Percentage Rate Basis to be deleted)

(1)(1) Drilling with rig and crew $ KA per well day.
(1)}(ii) Producing Well § /RS, per month,
(1)(iii) Construction Projects:

(a) 5~ 4 of the first $ 257 000.

(b) 2 4 of thenext $ S50, 000

(c) / % of the cost exceeding (a) and (b)

No charge shall be made for cost less than $_ /O, €CO.
{(1)(iv) Crews: To be negotiated ¢+ Other

2., Clause 317: Warehouse Handling:

(2) 272 4 for tubular goods 2" and over and other items have new price
over § /,000, : 5~ 4 of the cost of all materials delivered
from Operator's warehouse when warehouse is not part of the Joint property.

V. Disposal of Material (Clsuse 501):
$ 5, 000, for requiring approval.
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THIS IS SCHEDULE " " ATTACHED TO AND MADE A PART OF THAT
CERTAIN AGREEMENT DATEL THE DAY OF sy A.Do,

19 , AND MADE BETWEEN OMEGA HYDROCARBONS LTD. AND MANITOBA
MINERAL RESOURCES LTD.

ML

T ta PR

CANADIAN ASSOCIATION OF PETROLEUM LANDMEN
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OPERATING PROCEDURE

Autached to and forming part of the Agreement DATED the day of . AD. 19

BETWEEN: (AMONG)

OMEGA HYDROCARBONS LTD. , a body
corporate, with a registered office
at the City of Calgary, in the
Province of Alberta and duly
licensed to carry on business in
the Province of Manjtoba

- and -

MANITOBA MINERAL RESOURCES LTD.
body corporate, incorporated under
the laws of the Province of Manitoba

ARTICLE |
DEFINITIONS, HEADINGS AND REFERENCES

101 DEFINITIONS — In this Operating Procedure, 1nclud|ng this Article i, the following words and phrases shall have
the following respective meanings. namely:

{a) “"Accounting Procedure” shall mean the schedule so entitled which is attached hereto and is hereby
made a part hereof. -

(b} “Affiliate™ shall mean, with respect to the relationship between corporations, that one of them is con-
trolled by the other or both of them ars controlied by the same person or corporation; ang for this purpose a cor-
poration shall be deemed controlled by those persons or corporations who hold or controf sufficient voting shares
of the corporation to elect the majarity of its board of diractors.

{c) “the Agreement” shall mean that Agreement to which this Operating Procedure is attached and made a
part. :
{d) “completion costs” shall mean, with respect to a wel. all moneys expended for acquiring and instailing
casing left in the hole {except surface and intermediate casing} and the costs of equipping the well to and in-
cluding:
{i} in the case of a gas well, the wellthead and the cost of running adequate back pressure tests;
(i} in the case of an oil well, the wellhead.
(e} “driting costs™ shall mean all moneys expended {exclusive of completion costs and equipping costs) for

drilling. coring. logging and testing a well for the recovery of petroleum substances: and in the case of a well which
is not completed for the taking of production, includes the costs of abandoning the well pursuant to the
Regulations and costs of restoring the drilling site.
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{f} "equipping costs” shall mean all costs incurred in equipping a well beyond the wellhead including.
without limiting the generality of the foregoing. the pump, the acquisition and installation of flow lines and produc-
tion tankage and. in the case of a gas well, a heater or dehydrator or other hydrate controt facility.

{q) “for the joint account” shall mean for the benefit. interest. ownership. risk, cost, expense and obligation
of the parties hereto in proportion to their participating interests; and "to the joint account” and “joint account”
shall have corresponding meanings.

{h) “joint lands™ shall mean thaose lands or interests therein which by the Agreement have been made sub-
ject hereto and. except where the context necessarily otherwise requires, shall include the petroleum substancas
within, upon or under those lands or interests.

(i} “Joint-Operator” shall mean a party to the Agreement having-an interest in the joint lands.

i) “operating costs” shall mean all moneys expended. exclusive of drilling costs. completion costs and
equipping costs. to operate a well or wells for the recovery of petroleum substances. as more particularly set forth
in the Accounting Procedura. :

(k) “the Operator” shali mean the party hereto appointed by the Joint-Operators to carry out opzrations
hereunder for the joint account,

{1 ) “participating interest” shall mean the percentage of undivided interest in the joint lands (or the respzc-
tive parcels thereof) held by a party hereto as provided in the Agreement.

{m) “paying guantities” shall mean:

(i) in the case of a well not completed and equipped: the anticipated output from the well of that
quantity of petroleum substances which, considering the completion costs, equipping cos:s.
operating costs, kind and quality of production. the availability of markets, the price to be reca -
ed therefar, and the royalties and other burdens payable with respect thereto, would warrant in-
curring the completion costs and equipping costs of the well;

and

R (T} in the case of a well completed and equipped for production: the output from the well of thas
i quaniity of petroleum substances which, considering the same factors as in (i) except compistion
costs and equipping costs, would warrant the continued taking of production from th2 wall

{n} “petroleum substances” shall mean petroleum and natural gas and every other mineral or substance. or
any of them. an interest in which is granted or acquired under the title documents. )

{o) “proportionate share” shall mean, with respect to a party hereto. a percentage share equal to that party's
participating interest.

{p) "the Regulations™ shall mean all statutes, laws, rules, orders and regulations in effect from time 0 timz
and made by governmental authorities having jurisdiction over the joint lands and over the operations to b2 con-
ducted thereon.

(a) “spacing unit” shall mean {at the relevant time with respect to which the term is used hereint.

{i) with respect to a well which has not been caompleted for production of petroleum substances, 1he
area allocated to the well by the Regulations for the purpose of driling that well; and

{it) in every other case: the area allocated to the weli pursuant to the Regulations for the purposz of
producing petroleum substances. :

{r) “title documents” shall mean the documents of title by virtue of which the parties hereto are entitfed 1o
drill for, win, take or remove petroleum substances underlying all or any part of the joint lands and ali rerewa's or

extensions thereof or further documents of title issued pursuant thereto.

-7 -
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102 HEADINGS — The Article headings and any other headmgs or captions or index hereto shall not be used in any
way in construing or interpreting any provision hereof,

103 REFERENCES -— Unless otherwise exprassly stated, references to articles, clauses or subclauses herein shall
rmean articles. clauses or subclauses of this Operating Procedure.

104 OPTIONAL AND ALTERNATE PROVISIONS — Where alternate or optional provisions are provided for herein but
the parties have failed to designate which alternate shall apply or whether a respective optional provision shall be included,
the first alternate provision in each such case shall apply. and the undesignated optional provision shall be deemed not to
form part hereof.

ARTICLE 11
APPOINTMENT AND REPLACEMENT OF OPERATOR

201 ASSUMPTION OF DUTIES OF OPERATOR — The Operator of the joint lands named in the Agreement hereby
assumes the duties and obligations of the Operator hereunder and shali have all the r_ights of the Operator hereunder.

202 REPLACEMENT OF QPERATOR — The Operator shall be replaced in any one of the following circumstances:
(a) If the Operatar becomes bankrupt or insolvent or commits or suffers any act of bankruptey or insolvency,
or makes any assignment faor the benefit of creditors, or causes any judgement to be registered agamst its par-
ticipating interest,

(b} If the Operator assigns or purports to assign its general powers and responsibilities of supervision and
management as Operator hereunder,

{c) If the Operator is also a Joint-Operator and as such ceasss to hold or represent at least 10% of the par-
ticipating interests.

(d) If the Operator defaults in its duties or obligations or any of them hereunder and does not commence to
rectify the default within 30 days after written notice from a majority in interest of the Joint-Operators {excluding
the Operator), specifying the default and requiring the Operator to remedy the same.

203 CHALLENGE OF OPERATOR — At any time after an Operator has been Operator for at least two [2) years, any
Joint-Operator, other than the Operator. may give notice {“the challenge notice”) to all other parties hereto that it is ready.
able and willing to conduct operatiens for the joint account on more favourable terms and conditions. The chailenge notice
shall contain sufficient detail to enable the receiving parties to evaluate the nature of the challenge notice and to measure
the effect the revised terms and conditions would have on the joint operations. The Operator shall within Sixty (60) days
after receipt of the challenge notice advise the Joint-Operators whether it is prepared to operate on the terms and conditions
set out in the challenge notice, and., if so, it shall forthwith proceed to do so. If the Operator is unable or unwilling to do so,
the Operator shall resign from the position of Operator within Ninety (90) days after it so advises the Joint-Operator§ and.
subject to Clause 206, the Joint-Operator giving the challenge notice shall become the new Operator and shall thereaftar
conduct operations pursuant to the undertakings made by it in the challenge notice and any costs in excess thereof shall ba
for the new Operator’s sole account. The new Operator shall not resign from the position of Operator until it has acted as
Operator for a period of at ieast Two (2) years.

A Jont-Operator may not issue a challenge notice or become Operator pursuant thereto if at the tima of iIssuing the
challenge notice or assuming its duties as Operator it would be disqualified to act as Operator by reason of Subclause (a) or
(c} of Clause 202.

204 RESIGNATION OF OPERATOR — Except as provided in Clause 203. at any time after an Operator has been
Operator for a year it may resign as Operator on giving each of the Joint-Operators 80 days’ notice of its intention to do so.

205 MODIFICATION OF TERMS AND CONDITIONS BY OPERATOR -- At any time after an Operator has been
Operator for a continuous periocd of two years, it may give notice ("the Operator's notice™) to al' ather parties hereto of the
revised terms and conditions on which it is prepared to continue to conduct operations for the joint account. Withis B0 days
of receipt of the Operator's notice. each Joint-Operator shall advise the Operator whether it agrees to the Operator con-
unuing as Operator and to conduct operations for the joint account on the terms and ¢onditicns contained in the Qperator’s



CAPL - 1974

notice. and failure to raspond shall be deemed to be agreement. If any Joirs-Operator does not so agree, it shall give notice
("counter proposal”) to all parties hereto of the terms and conditions upon which it would conduct operations for the joint
account. Any such counter proposal shall be deemed to be a challenge of Operator and shall be subject to all of the terms
and conditions of Clause 203 as though such counter proposal was “'the challenge notice” provided therein. except that in
determining the merits of the counter proposal it shall be compared to the terms and conditions contained in the Operator’s
notice rather than to existing operating terms and conditions only.

206 APPOINTMENT OF NEW OPERATOR

{a} If an Operator resigns or is to be replaced, an Operator shall be appointed by the affirmative vote of two
or more parties representing a majority of the participating interests.

(k) No party shall be appointed Operator hereunder unless it has given its written consent to the apnnint-
ment; provided that if the parties fail to appoint a replacing Operator or if any appointed Operator fails to carry out
its duties hereunder. the party having the greatest participating interest shall act as Qperator pro tem, with the
right, should a similar situation re-occur after a new Operater has been appointed, to require the party hereto hav-
ing the next greatest participating interest to act as Operator pro tem and so on as occasion demands.

(c) No provision of this Article shall be construed to re-appoint as next-succeeding Operator an Operator
who has been replaced under Clause 202, except with the unanimous consent of the parties hereto.-

{d) " Except as provided in subclauses {a}, (b) and {¢) of Clause 202 (in which cases the bpera;or sha'l be
replaced immediately). every replacement of Operator shail take sffect at 8:00 a.m. an the first day of the calendar
month following the expiration of any period of notice effecting a change of Operator. notwithstanding anything
hereinbefore contained.

207 TRANSFER OF PROPERTY ON CHANGE OF OPERATOR — At the effecive date of the resignation or replace-
ment of the previous Operator; as hereinbefore provided. the preceding Operator shall deliver to the successor Operator
possession of the wells being drilled or operated by the Operator pursuant to this Operating Procedure {except any wells in
respect of which the succeeding Operator is not entitled to information. which shall be operated by a party hereto deter-
mined pursuant to subclause (b) of Clause 206 until the successor Operator becomes entitled to such information)) and of
ali other facilities and all funds held for the joint account, together with all production, if any. which has not theretofore bezn
delivered in Igind, and copies of books of account and records kept for the joint account and wells delivered and ali
documents, agreements and other papers relating thereto. Upon delivery of the said property, books'a_ﬁd records, tha
Operator shall be released and discharged and the successor Operator shall assume all duties and obligations of the
Oparator, except the unsatisfied duties and obligations of the Operator accrued prior to the effective date of the change of
Operator and for which the Operator shall, notwithstanding its release or discharge, continue to remain liable.

208 AUDIT OF ACCOUNTS ON CHANGE OF OPERATOR — Upon every change of Operator and by not later than 60
days after the new QOperator commences to act as Operator the parties shiall cause an audit to be made of the books of ac-
count and records kept for the joint account. The cost of the audit shall be charged to the joint account.

_ ARTICLE Il
FUNCTIONS AND DUTIES OF OPERATOR

301 CONTROL AND MANAGEMENT OF OPERATIONS — The Operator is hereby delegated the exclusive contro! and
management of the exploration, development and operation of the joint lands for the joint account.

The Operator shall not make an expenditure for any single undertaking the total estimated cost of which is in ex-
cess of Ten Thousand Doltars {S10.000) without a written authority for expenditure from Joint-Operators, unless the axpan-
diture is considered by Operator to be necessary by reason of an event endangering life or property. Particulars of each such
event shall be renorted promptly to the Joint-Operators. N

302 OPERATOR AS JOINT-OPERATOR — The Operator shall also have all the rights and obligations of a Joint-
Oucrator with respect to its participabing interest.

303 INDEPENDENT STATUS OF OPERATOR — The Operator in its operations hereunder 1s an Independent Contrac-
te: The Operator shall furnish or cause to be furnished all material. tabar and services necessary for the exgploration,
sevelopment and operation of the joint iands. The Operator shall determine the number of employees, their selection and
ihie Fours of labor and the compensation for services to be paid them in connection with 118 operations hereunder. All
s oeaiayeas and contractors used in its operations hereunder shalt be the employees and contractors of the Operator.

.4 -
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304 PROPER PRACTICES IN OPERATIONS — The Operator shall carry on all operations diligently, in a goed and
werkmanlike manner, in accardance with good oilfield practices, and in accordance with the Regulations.

308 BOOKS AND RECORDS — The Operator shall with respect to all operations conducted by it hereunder keep and
maintain true and cosrect books. records and accounts showing the development and progress made, drilling done, other
operations carried out. the quantity of the petroleum substances taken out of each well, and the disposition thereof; and -
shall. upon request of a Joint-Operator, make available in Alberta and there permit each Joint-Operator during normal
business hours to inspect the said books. records and accounts and to make extracts or copies therefrom and thereof, and to
audit the Operator's accounts and records as providad in the Accounting Procedure: provided that a Joint-Operator while
not entitled to information with respect to a well shall not have the rights granted under this Clause with respect to that well.

306 PROTECT!ON FROM LIENS — The Operator shall pay. or cause to be paid, as and when they become due and
payable all accounts of contractors and claims for wages and salaries for services rendered or performed and for matarials
supplied on, to or in respect of the joint lands or any operations faor the joint account thereon. and keep the joint lands free
fram hens and encumbrances resulting therefrom, unless there be a bona fide dispute with respect thereto: and not suffer
any ctaims of. or dues to or on behalf of the Workmen's Compensation Board to become in arrears.

307 JOINT-OPERATOR'S RIGHTS OF ACCESS — The Operator shall, except as otherwise herein provided, permit
each Joint-Operator or its duly authorized representative. at the Joint-Operatars sole risk, cost and expense full and free
access at all reasonable times for the purpose of inspection and observation to all operations of every kind and character he-
ing conducted for the joint account upon the joint lands and to the records of operations conducted thereon,

308 SURFACE RIGHTS — The Operator shall acquire for the joint account all necessary surface rights for purposes of
joint operations hereunder.

309 MAINTENANCE OF LEASES — Except as otherwise provided herein or in the Agreement, the Operator shali on
behalt of the parties and for the joint account comply with ali the terms and conditions of the title documents, including: i)
the payment of rentals, and (ii} other encumbrances agreed to be borne for the joint account; and shall do all the things
necessary to maintain the title documents in good standing and in full force and effect; provided that this Ciause shall not
require or permit the Operator to drill a2 well for the joint account.

310 PRODUCTION STATEMENTS AND REPORTS — The Operator shall furnish each Joint-Operator before the 25th
day of each month with a statement showing production, inventories. sales and deliveries in kind to the parties of petroleum
substances during the preceding month.

The Operator shall also make all necessary reports relating to operations for the joint account on the joint lands as
required by the Regulations and shall upon request of a Joint-Operator provide it with a copy of each production report filed
'by Operator with any governmental agency.

311 INSURANCE

{a) In respect of operations hereunder for the joint account, the Operator shall comply with the requirements
of alt Unemployment Insurance and Worker's Compensation legislation and shall, prior to the commencement of
operations hereunder, hold or cause to be held with a reputable insurance company or companies, and thereafter
maintain or cause to be maintained for the joint account and benefit of the parties hereto. the insurance hereirafter
set forth, and the cost thereof shall be charged to the joint account. The insurance referred to in this Subclause is
as follows:

iy  Employer's Liability Insurance covering each employee engaged in the operations hereunder to
the extent of One Hundred Thousand {$100.000.00) Dollars where such employee is not
covered by Worker's Compensation.

{iiy  Automobile Insurance covering ali motor vehicles, awned or non-owned, operated and/or licens-
ed by the Operator, with a bodily injury, death and property damage Ymit of Five Hundred Thou-
sand {$500.000.00) Dollars inclusive.
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{ii} Comprehensive General Liability Insurance with a badily injury, death, and property damage limit
of Five Hundred Thousand Dollars {$500,000.00) inclusive; and, without restricting the generali-
ty of the foregoing provisions of this Subclause, such coverage shall inciude Contractual Liability,
Tortious Liability, Contractor’'s Protective Liability, Products and Completed Opearations Liability.

(iv) Aircraft Liability Insurance, if aircraft are to be used in the operation, covering all aircralt, owned
or non-owned, operated and/or licensed by the QOperator, with a bodily injury. death and property
damage limit of One Million {$1,000,000.00) Dollars inclusive.

{b} The Operator shall use every reasonable effort to have its contractors and sub-contractors comply with
applicable Unemployment Insurance and Worker's Compensation legislation and carry such insurance [if any) in
such amounts as the Operator deems necessary.

{c) Each party hereto shall be responsible for insuring its own interest in the joint lands with respect to
physical damage to property. ioss of income and any insurance other than. that referred to in Subclause [a) of this
Clausa. :

(d} If s0 requested by any party, the Operator shall furnish evidence of compliance with the foregoing in-

SUrance provisions.
312 TAXES - Except as otherwise provided herein or in the Agreement, the Operator shall initially pay for the joint ac-
count all taxes (except income taxes) with respect to property held for the joint account.

ARTICLE IV
INDEMNITY OF OPERATOR

401 LIMIT OF LIABILITY —- The Operator shall not be liable to the Joint-Operators for any loss or damage except for
loss or damage resulting from the gross negligence or wilful misconduct of the Operator, its agents and employees.

402 INDEMNIFICATION OF QPERATOR — Each of the Joint-Operators, proportionate to its participating interest,
hereby indemnifies and agrees to hold harmless the Operator against any claim of or liability to any third person resulting
fram any act or omission of the Operator or its agents and employees in conducting operations for the joint account: provid-
ed, howevaer, that the Operator shall not be indemnified or held harmless by the parties for any loss, damage. claim or liabili-
ty. resulting from the gross negligence or wilful misconduct of the Operator, its agents or employees, but no act or omission
of the Operator, its agents or employees, shall of itself be deemed gross negligence or wilfut misconduct if it is done or
omiited at the instruction of, or with the concurrence of, the Joint-Operators.

ARTICLE V
COSTS AND EXPENSES

501 ACCOUNTING PROCEDURE AS BASIS — The Accounting Procedure shall be the basis faor all charges and credits
to the joint account except as the Accounting Procedure may be in conflict herewith or with the Agreement.

502 OPERATOR TO PAY AND RECOVER FROM PARTIES ~ Subject to the provisions of Clause 503, the Operator in
its aperations for the joint account shall initially advance and pay all costs and expenses of operations conducted for the joint
account. The Operator shall charge to each Jaint-Operator its proportionate share of the said costs and expenses. and each

respactive Joint-Operator shall pay the same to the Operator within 15 days after receipt of the Operator’s statement
thereof. Failing payment when due, the amount unpaid may, at the Operator's option, bear interest from the day such pay-
ment is due for the account of the Operator at a rate two (2%) percentage point higher than the then prevailing prime bank
ir-terest rate charged by the chartered bank in Canada used by the QOperator with respect to operations hereunder, until the
amnoant is paid.

3

503 ADVANCE OF COSTS AND EXPENSES — The Operator may. at its election, reguire each Joint-Operator to ad-
vance its proportionate share of all costs and expenses to b2 incurred for the joint account. If the Operator so elects, it may.
not earlier than 30 days prior to the first day of each calendar month, submit to each Joint-Operator an iternized estimate of
12 costs and expenses proposed to be a charge for the joint account in that calendar month, with a request for payment by
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each Joint-Operator of its proportionate share thereof. Each Joint-Operator shall pay the Operator its proportionate share of
the costs and expenses so estimated or secura the payment thereof in a manner satisfactory to the Operator on or before the
15th day after receipt by it of such estimate or by the first day of the calendar month to which the estimate relates,
whichever is the later, and if any Joint-Operator fails so to make or secure such payment. the unpaid amount may. at the
Operator's option, bear interest {payable by that Joint-Operator} for the account of the Operator at the rate of interest
provided for in Clause 502 from the day such payment is due until it is paid. Adjustments between estimated and actual
costs shall be made by the Operator at the clase of each calendar month, and the accounts of the parties shall be adjusted
accordingly,

504 FORECAST OF QOPERATIONS — The Operator shal! from time to time at the request of a Joint-Operator, furnish
the Joint-Operators with a written forecast outlining all operations which it proposes to carry out on the joint lands for the
joint account during the forecast period {which shall be no less than three months and no more than twelve months)
together with the estimated costs thereof. It is specifically understood that such forecasts are for informational purposes
only and sha!l not bind any of the parties.

505 QPERATOR'S LIEN

(a} The Operator shal have a lien on the interest of each Joint-Operator in the joint lands and in production,
wells and equipment therefrom and thereon o secure payment of each Joint-Operator’s proportionate share of the
cost and expense of all operations carried on by the Operator for the joint account. -

{b) If a Joint-Operator fails to pay or advance any of the costs hereby agreed to be paid or advanced by it.

and the default continues far 30 days after the Qperator has served notice upon the Joint-Operator specifying the
default and requiring the same to be remedied. the Operator may. without limiting the Operator’s other rights at

law:
{i) withhold from such Joint-Operator any further information and privileges with respect to
operations;
(it} treat the default as an immediate and automatic assignment to the Operator of the proceeds of

‘the sale of such Joint-Operator's share of the petroleum substances. and from and after the
Operator making such election, the Operator may require the purchaser of such Joint-Operator's
share of the petroleum substances to make payment therefor to the Operator while the default
continues, and

{iti) enforce the lien created by the default in payment by taking possession of all or any part of the in-
terest of the defaulting Joint-Operator in the joint lands or in 2l or any part of the production
therefrormn and equipment thereon; and the Operator may sell and dispose of any interest, produc-
tion or equipment of which it has so taken possession either in whole or in part or in separate
parcels at public auction or by private tender at a time and on whatever terms it shall arrange,
having first given notice to the defaulting Joint-Operator of the time and place of the sale. The
proceeds of the sale shall be first applied by the Operator in payment of any costs to be paid by
the defaulting Joint-Operator and not paid by it and any balance remaining shall be paid to the
defaulting Joint-Operator after deducting reasonable costs of the sale. Any sale made as
aforesaid shall be a perpetual har both at law and in equity against the defaulting Joint-Operator
and its assigns and against all other persons claiming the property or any part or parcel thereof
sold as aforesaid by, from. through or under the defaulting Joint-Operator or its assigns.

506 REIMBURSEMENT OF OPERATOR — If the Operator has not received full payment of a Joint-Operator’s share of
the costs and expenses of operations hereunder within three {3} months following the date the payment was due. each
Joint-Operator, upon being billed therefor by the Operator, shall contribute a fraction of the unpaid amount, excluding in-
terest thereon, which fraction shall have: :

(i) as its numerator —— the participating interest of that toint-Operator. and
{ii) as its denaminator — the aggregate participating interests of all parties hereto except the
defaulting Joint-Operator,

and thereupon each contributor shall be proportionately subrogated to the Operator’s rights pursuant to Clause 505, and to
tha interest thereafter payable under Clauses 502 and 503 on the unrecovered portion of its contribution.

-7 -
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507 COMMINGLING OF FUNDS — The Operator may commingle with its own funds the moneys which it receives
from or for the account of the Joint-Operators pursuant to this Operating Procedure.

ARTICLE VI
OWNERSHIP AND DISPOSITION OF PRODUCTION

601 EACH PARTY TO OWN AND TAKE ITS SHARE — Each of the parties hereto shall own its proportionate share of
the petroleum substances produced from wells operated for the joint account and shall, at its own expensae, take in kind and
separately dispose of its proportionate share of production exclusive of the production which may be used by the Operatorin
developing and producing operations and of production unavoidably lost. )

602 FAILURE TO TAKE IN KIND — When, and so often as a Joint-Operator shall fail or refuse to take in kind and
separately dispose of its proportionate share of any production, the Operator shall have the authority, revocable by that
Joint-Operator at will {subject to existing sales contracts), to sell for the account of that Joint-Operator its proportionate
share of production to others at the same prica which the Operator receives for its own portion of the production or to
purchase the sama for its own account at the field price prevailing. in the area. All sales made by the Operator of a Joint-
Operator’'s share of production as aforesaid shall be for such periods of time only as are consistent with the minimum needs
of the industry under the cnrcumstances but in no event shall any contract for the sale of the Joint- -Operator's shara of
production be made for a penod in excess of one year.

603 OPERATOR S FAILURE TO TAKE IN KIND — If the Cperator is the party who fails or refuses to take in kind and
separately dispose of its proportionate share of production, the Joint-Operators or any one or mare of them shall have the
same rights mutatis mutandis with respect to production, including the Operator’s share thereof. as the Qperator has with
respect to a Joint-Operator's share of production under the foregoing provisions of this Article; and in that case the Cperator
shall follow the instructions with respect to production and marketing given by the Joint-Operators who wish to market
and/or take in kind their respective shares of production and to market the Operator’s and other Joint-Operators’ shares of
production as aforesaid. Two or more Joint-Operators exercising their rights under this Clause shall do so in proportion to
their participating interests.

604 PAYMENT OF LESSOR'S ROYALTY — Each of the parties hereto shall pay or cause to be paid the Lessor s royalty

and all other payments required pursuant to the title documents attributable to its proportionate share of petroleum sub-
stances. :

ARTICLE ViI
OPERATORS DUTIES RE DRILLING WELLS FOR JOINT ACCOUNT

701 PRE- COMMENCEMENTINFORMATION — Prlor to commencmg any well for the joint account, the Operator shall
submit to each Joint- Operator

(a) an Authority for Expenditure summarizing the anticipated driiling costs and completion costs of the well,
Submission or appraval of the Authority for Expenditure shall not preclude any party from giving an operation
notice under Clause 1002 with respect to the well, provided that approval of the Authority for Expenditure by all
parties hereto before expiration of the notice period under the operation notice shall nullify the said operation
notice; and

{b) the Operator’s proposed program of drilling, coring. logging and testing the well,

702 DRILLING INFORMATION AND PRIVILEGES OF JOINT-OPERATORS -— During the drilling of the well, the
Operator shall provide to each Joint-Operator:

{a) prompt notice of the date of spudding in of the well;

{b) daily drilling and geological reports;
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{c) if requested, a complete set of washed samples of the cuttings of the formations penetrated:
(<) access to all cores taken;
(e) immediate advice of any porous zones with showings of petroleum substances encountered and the

proposed tests. if any. to be run on those porous zones, and a reasonable opportunity to each Joint-Operator to
have a representative present to witness and observe any such tests; and

{f) derrick floor privileges as set forth in Clause 307.

703 TESTING INFORMATION TO JQINT-OPERATORS — During the drilling of the well, the Operator shall:

{a) test it in accordance with the proposed program:

{b) make such further tests, as are warranted in the circu'mstanc'es..of any porous zones with showings of
petroleum substances encountered or indicated by any survey;

{c} take representative mud samples and drillstemn test fluid samples in order to obtain accurate resistivity
mud filtrate and formation water readings’ and supply each Joint-Qperator with all information relative thereto:
(d) supply each Joint?Op'eratdr with copies of the drillstem test and service report on each driflstern test run,
including copies of pressure charts.

704 LOGGING INFORMATION TO JDINT-OPEHATOHS — During the.drilling of the well and upon the well reaching
the proposed depth, the Operator shalt run al} '_iog surveys agreed upon among the parties and shall supply each Joint-
Operator with copies as requested of each log so run.

CARTICLE VI

VELOCITY SURVEYS OR OTHER TESTS

801 VELOCITY SURVEYS AND OTHER TESTS - A Joint-Operator after giving written notice to each of the other
Joint-Operators of its intention to do so, may at its sole risk and expense {including rig costs) conduct a vélocity survay or
other survey or test in a well to which it is entitled to have access, unless the Operator advises such Joint-Operator that in
the Operator's opinion the hale is not in satisfactory condition for that purpose. Each Joint-Operator entitled to information
from the well shall have the right to receive one copy of tha results of any ve!ocnty sSurvey so run upon paymg to the Joint-
Operator that conducted the velocity survey one-eighth of the cost thereof; atherwise a Joint-Operator conducting a survey
or test shall not be required to make the results thereof available to any other Joint-Operator. Subject to clause 1801, the
Joint-Operator so conducting @ velocity survey or other survey or test shall retain all trading rights_wnh respect thereto.

Any Joint-Operatof which runs a ve!ocity survey or other survey or test shall indemnify the other Joint-Operators
from and against ali actions, causes of action, claims and demands for all loss, injury or damages such other Joint-Operators
may incur or suffer by reason of the exercnse of the rights granted by this Clause.

ARTICLE IX
CASIMNG POINT ELECTION

901 AGREEMENT TO DRILL NOT AUTHORITY TO COMPLETE — Agreement by the parties to drill or deepen a well
for th joint account shall be deemed not to include agreement to the setting of production casing and to attempting com-
pleticn of the well.

8902 ELECTION BY JOINT-OPERATORS RE CASING AND COMPLETION -— The Operator shall immediately notify the
Joint-Operators when the well has reached the authorized depth and the logs and tests preliminary to completion have been
run. Subject to Clause 1015, each Joint-Operator shall have a period of 24 hours after the logs and results of the tests have
been made availabie to it to inform the Operator whether it wishes to participate in the cost of setting casing and making a
completicn attempt. Failure to reply to the notice from the Operator shall be deemed an election to participate provided at
'zast one Joint-Operator has actually communicated to the Operator its election to participate. If no party elects to par-
ticipate, the Operator shall plug and abandon the hole.
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¢03 LESS THAN ALL PARTIES PARTICIPATE — If one or more, but not all, of the parties elect to set casing and
attempt to complete the well and the well is completed for the taking of petroleum substances, then paragraph A (indicate
A or B) below shall apply, namely:

A The setting of casing and the completion shall be considered an independent operation under the
provisions of Article X {including the provisions of Clause 1009 if the well is abandoned before the penalty is
recovered} as if the independant operation were with respect to a development well.

or

B. The parties not participating in the setting of casing and the completion shall assign to the parties par-
ticipating therein all the assignor’s interest in the spacing unit of the well in so far only as it relates to the zone or
zones in which the well is so completed, and the assignees ‘shalt forthwith pay to the assignors the latter’s share of
the estimated salvage value of the material and equipment placed in or on the wel! prior to commaencement of the
complation attempt; provnded if the well is abandoned within six months of the expiry of the 24 hour period
provided in Ciause 902, such abandonment shall be for the joint account except that the participants in the com-
pletion attempt shall bear all extra costs of the abandonment incurred by reason of the completion attempt. if the
well is not abandoned within the said six months, the cost of abandunment shall be the responSIbrhty of the par-
tu:lpants in the complenon attempt only.

ARTICLEX "

INDEPENDENT OPERATIONS

1001 DEFINITIONS USED IN THIS AFITICLE — For the purpose of this Article X. the “proposing party” shall mean the
party hereto (whether one or more) giving notice of its intention to conduct independently an operatlon on the joint lands
(hereinafter called “the operation”}, “operation notice” *shall mean'such notice of intention; “receiving partres shall mean
the parttes {whether one or more} other than the proposing party; “participating parties” shall mean the parties {whether one
or more} partncupatmg in the operation, and shall include the proposing party. “non-participating parties” shall mean the par-
ties hereto A(whether one or mare) not participating in the operation; “development welf” shall mean a well in so far as the
geological horizons proposed to be penetrated in the drilling thereof as provided in the operation notice are not deeper than
the deepest ge_o?ogicél' horizon in which another well within two miles of the proposed well is or has been bapab!e of produc-
tion of petroleum substances in commercial quantities (that is, such guantities as would warrant the drilling of a like well in
the wvicinity thereoﬂ and explorarory well” shall mean a well in so far as it is not a development weti ‘

1002 PHOPOSAL OF INDEPENDENT OPERATION — The parties normally shall consult wnth respect to demsnons to be
made for the further exploration and development of the joint lands. Whether or not such consultation harsu occurred or has
been requested. a propasing party may at any time give to the receiving parties an operétion natice for an operation on the
joint tands, stating in the operation notice the nature of the operation, the proposed location, purpose and estimated cost of
the operation and. if applicable, indicating whether it is a development well, an exploratory well or the extent ta which it is
both. Each receiving party shall give notice to the proposing party within 30 days after receipt of the operation notice
whether that receiving party will participate in the operation, provided if the operation nota_ce relates to the drilling of a well
for the purpose of evaluating lands which have been posted for public tender by 2 governmental authority (hereinafter called
a "Crown Sale”) or which it is known will be posted for a Crown Sale to be held not later than 60 days after the date of the
operation notice twhich information shall be contained in the operation natice), the said 30 day period within which the
receiving party shall give notice to the proposing party shali be reduced to 15 days. No well shall be considered as being
drilled for such evaluation if the lands proposed to be evaluated are all at a greater distance than one mile from the location
of the proposed well. If the receiving party fails to give notice to the proposing party within the time provided, that receiving
party shall be deemed to have given natice to the proposing party that it will not participate in the operation. As scon as the
satd 30 or 15 day period {as the case may be) has expired, or as soon as all receiving parties have replied to the operation
aotice if such occurs earlier, the proposing party shall forthwith give notice to all the participating parties how the costs, risks
and benefits of the operation will be shared, having regard to Clause 1015.

i003 TIME FOR COMMENCING OPERATION — The proposing party may begin the operation without waiting for the
30 or 156 day period of notice under Clause 1002 to lapse, but shall not commence the operation more than 80 days after
Giviig the operation notice, although, in that case, an operation notice may again be given for the same operation wvithin or
afizr the expiration of the said 60 day period.

- 10 -
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1004 OFPERATOR FOR INDEPENDENT OPERATIONS — If the Operator is a participating party, it shall carry out the
operation for the account of the participating parties. If the Operator is not a participating party. the participating parties shall
appoint an Operator for the operation. If the operation is commenced prior to the time the Operator becomes a participating
party {and it is specifically understood that nothing in this Clause shall restrict or prohibit the proposing party from actually
commencing operations as provided in Clause 1003) the gperator, upon becoming a participating party. shall take over and
carry out the operation for the participating parties.

1005 SEPARATE ELECTION WHERE WELL STATUS DIVIDED — if the operation is the drilling of a well which is in part
a development weli and in part an exploratory well, each receiving party electing to participate in the well shall elect:

{i) to the extent only that it is a development well: or
lii) to the extent that it is both a development well and an exploratory well.

If the participation in the well varies between the well as a development well and the well as an exploratory well, the drilling
costs and completion costs of the well shall be allocated between the well as a development well and the well as an ex-
ploratory well as nearly as they can be determined. For the purpose of thrs Article X, development well costs shall be anly
those costs which would have been incurred had the well been drilled as a development well only; all costs of the well ad-
divonal to those designated 2s development well costs shall be deemed to be exploratory well Costs.

1006 ABANDONMENT OF INDEPENDENT WELL - If the operation is the drilling of a well, and the wall is not capable
of production of petroleurn substances mn payrng quantities. the participating partres shall abandon the wel[ in accordance
with the Flegulat:ons s

1007 PENALTY WHEHE INDEPENDENT WELL RESULTS IN PRODUCTION
{a} If the operatron is the dnllmg of a well and the well is completed for the productlon of petroleum sub-
stances from one or more formations in which the well is a development well, then, with respect only to those for-
mations, the participating parties shalt be entitled to retain possession of the well and to all production therefrom
until the gross proceeds of productron less lessor's royalty and any overriding royalties or other encumbrances
thereon which otherwise would have been borne by tha joint account and less the equipping costs and operatmg

: €osts of the well as a development well. shall egual;

300 " o of the drilling costs and completion costs of the well as a development well.
after which the well shall be held for the joint account ahd operated by the Operator.

{b) ~ ootf the operation is the drilling of a well and the well is completed for the productron of petroleum sub-
stances from one or more formations in which the well is an exploratory well, then. with respact’ only to those for-
mations, the participating parties shall be entitled to retain possession of the well and to all productron therefrom
until the gross proceeds of praduction, less lessor’s royalty and any overrrdmg royalties or other .encumbrances
thereon which otherwise would have been borne by the ;omt account and less the equ|pp|ng costs and operating
costs of the wall as an exploratory well, shall equal:

s

{i) 400 i % of the dnllmg costs and cornplet:on costs of the Well as an exploratory well: plus

(i} the same percentage as that specnfred in subclause (a} above of the drrllrng costs of the well as a develop-
ment welt if no production is obtained from any farmation in which the well is a development well;

after which the well shall be held for tl‘re joint accounr a.-d operated by the Operator.

1008 INDEPENDENT DEEPENING. PLUGGING BACK OR REWORKING

{a) No operation notice for a deepening. plugging back or reworking operation may be given with respect to
a well producing or capable of producing petroleum substance in paying quantities, nor shall any drilling wel! be
deepened if one or more parties wish to attempt to complete the well pursuant to Article IX.

(b} A non-participating party in a well may not propose any further operation in the well unless and until
iand only to the extent that) it has regained the right to participate in production from the well.

fc) VWhere a drilling rig is on location. the period for response to the operation notice under Clause 1002
with respect to a deepening, plugging back or reworking operation shall be reduced to 48 hours, after which fig
time shall be at the expense of the parties agreeing to participate in the operation. whether or not the operation is

carried out.
e 4} -11_
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(d} It a deepening. plugging back or reworking operation results in the production of petroleumn substances
in paying quantities from one or more formations in which the well is:

() @ development well — then with respect to those formations and the petroleumn substances
produced therefrom, the provisions of subclause 1007 (a) shall apply. mutatis mutandis, to the
recovery of costs of the operation (including the penalty provided therein) to the extent that such
operation and production relates to the well as a development wel!l.

{ii) an exploratory well — then with respect to those formations and the petroleum substances
produced therefrom. the provisions of subclause 1007 {b) shall apply. mutatis mutandis, to the
recovery of costs of the operation {including the penalty provided therein) to the extent that such
operation and production relates to the well as an exploratory well.

1009 WHERE WELL ABANDONED BEFORE PENALTY RECOVERED — If the 6peration involves the drilling of a well

lor a well which has been drilled) and the well is abandoned before it is due to be turned over to the Operator for the joint
account under Clauses 1007 and 1008. each party who did not _participate in the independent operation but who would
have been responsible for a proportionate share of the costs of abandoning the well prior to the conduct of the independent
operation, shall pay upon abandonment thereof its said share of such costs and tha participating parties shall bear the
batance of the costs of abandonment and shall be entitled to the salvable equipment used in connection with the indepen-
dent operation and resulting from the abandonment; provided that if the proceeds from the salvage of equipment used in
connection with the independent operation as determined under the Accounting Procedure exceeds the amount remaining
to be recovered before the well would have been turned over to the Qperator for the joint account, the excess proceeds shall
be credited to the joint account. Any proceeds from salvable equipment owned by the parties prior to the independent
operation shall be credited to the joint account.

1010 EXCEPTION TO CLAUSE 1007 WHERE WELL PRESERVES TITLE — Notwithstanding Clause 1007, if the opera-
tion is the drilling of a well required to preserve title. the drilling of which is commenced later than 45 days before the title
docurment covering the lands upon which the well is drilled is due to terminate as to all or part of those lands unless a well
similar to the proposed well is sooner drilled thereon, the non-participating parties shall, effective upon the well reaching suf-
fizient depth to prevent such termination, assign to the participating parties {in proportion to their percentages of participa-
tion in the operation} all the non-participating parties’ interest in and under that title document in so far as it relates to the
lands with respect to which such termination would otherwise have occurred, unless the non-participating parties have, prior
to the date upon which such termination would have occurred, drilled [or are in course of drilling) another well which also
has prevented or will prevent such termination. The non-participating parties’ rights with respect to access to the wellsita
and information with respect to a well subject to this Clause shall be as provided in Clause 1018 hereof.

i1t INDEPENDENT GEOLOGICAL OR GEQPHYSICAL OPERATION — Nothing in this Operating Procedure shall
prectude a party from conducting a geological or geophysical operation provided that the participating parties shall not in-
terfere with other operations being conducted on the joint lands for the joint account. The non-participating parties shall not
be entitled to any information or data with respect to such operations except that upon paying to the participating parties
150% of what its share of any such operation would have been had all the parties hereto participated therein. a non-
participating party shall be entitled to a copy for its own use of all data obtained from the operation, other than inter-
pretations of such data made by the participating parties or any of them. The right to so acquire information and data from
any such operation shall cease at the end of the second calendar year following the calendar year in which the operation was
completed.

1012 USE OF BATTERY AND OTHER EQUIPMENT FOR INDEPENDENT WELL — To the extent that battery, gathering
or processing facilities, or any of thern. are available on the joint lands, the participating parties in an operation shall ba per-
rnitred to make use of and to share them in the same manner as if the operation had been carried out for the jeint account:
provided {i} operations for the joint account shall have briority in all cases where any such facilities may be inadequate ang
(i} an equitable division of capital and operating costs is made with respect to all such joint facilities.

1013 ACCOUNTS AND AUDRIT DURING PENALTY RECOVERY — During the peried of recovery of costs and penalties
under any preceding Clause of this Article. the operator for the operation shall supply all parties with a monthly statement
showing the status of the recovery of such costs and penalties. The provisions of the Accounting Procedure relating to audit
of accounts shall apply mutatis mutandis to the audit of accounts with respect to recovery of costs and penalties by par-
ticinating parties under this Article.

1014 PARTICIPANT'S RIGHTS AND DUTIES RE INDEPENDENT OPERATION — As among the participating parties in
any independent operation, the provisions of this Operating Procedure relating to the rights, duties and obligations of the
Op<rator and the Joint-Operators including the provisions of Article X, shall apply, mutatis mutandis, to the conduct of the
aoiranon and to the operation of any well during the recovery of costs and penalties with respect thereto under this Article.

- 12 -
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1015 PARTICIPATION IN INDEPENDENT OPERATION -— The parties participating in an independent operation
hereunder shall have the right to do so in the proportions that their respective participating interests, bear one to the other,
except that a party may in its election to participate in the operation specify that it will participate only to the sama percen-
tage as its participating interest. In the latter case the proposing party shall promptly determine from the other participants
whether they wish to assume. with the proposing party. their respective proportionate shares of the percentage not assum-
ed by the party so limiting its participation.

1016 ASSIGNMENTS AND FOFIFEITL!RES TO BE PROPORTIONAL -~ Any assignment or forfeiture of any interest in
the joint lands hereinbefore provided shall be made to the assignees or receiving parties, as the case may be, in the propor-
tions that their respective participating interests bear one to the other, unless the contrary is expressly otherwise provided
herein.

1017 INDEMNIFICATION OF NON-PARTICIPATING PARTIES -— The participating parties in any independent opera-
tion shall, in proportion to their respective interests in the operation. indemnify and hold harmless the non-participating par-
ties from all costs, expenses, suits. claims, liens, liabilities and losses resulting from the carrying out of the operation.

During recovery of costs and penalties out of production resuiting from an operation under this Article X, the par-
ticipating parties in proportion to their respective interests in the operation, shall pay the Lessor's rayalties and all other
payments and encumbrances reiative thereto which otherwise would be borne for the joint account and shali save harmless
the non-partipating parties from and against all such payments.

1018 NON-PARTICIPATING PARTY DENIED INFORMATION — If the operation involves the drilling of a well (or a well
which has been drilled} the non-participating parties shall not be entitled to access to the wellsite or any information with
respect to the well until the expiration of 90 days after the date of the release of the rig used to conduct the operation,
provided if a party is required to make an assignment pursuant to Clause 1010, such party shall not be entitled to access to
the welisite or any information with respect to the well pursuant to this Operating Procedure at any time.

1019 NO JOINT OPERATIONS UNTIL INFORMATION RELEASED — Any party withholding well information within the
80 day period provided in Clause 1018, shall not propose or conduct any further operation on the joint lands within 4%
miles of such well until it has released such information to the non-participating parties.

1020 CONTRIBUTION TO INDEPENDENT OPERATIONS — If any party receives a cash contribution towards the cost
cf the operation, the contribution wilf be shared by the participating parties only, but the cost of the operation shall be reduc-
ed by the amount of the contribution for the purpose of determining the recovery of costs and expenses under this Article X,

If the contribution is an acreage contribution, the party offered the contribution shall give each other participating
party the right to participate therein to the extent of its share of the cost of the operation at the time the operation was con-
ducted. -

1621 UNITIZATION PRIOR TQ RECOVERY — If the operation involves the drilling of a well {or.a well which has been
drilled) and the well and its spacing unit becomes subject to a unit operation, the participating parties shall receive the
production allocated to the spacing unit until they have recovered all costs and penalties to which they are entitled pursuant
to this Article X. The credits under any adjustment of investment accruing to the participating parties for well costs paid and
equipment supplied by them, shall be deemed to be proceads from production and the debits under any adjustment of in-
vestment shall be deemed to be operating costs and such credits or debits shall be applied to the well by the participating
parties consistent with the terms of Clauses 1007 and 1008 and shall be recorded in the monthly statement. if the adjust-
ment credit applicable at any time is in excess of the amount required by the participating pasties to fulfill the recovery of
costs and penalties, such excess shall be reported to the Operator and credited by the Operator to the joint account.

ARTICLE XI
SURRENDER OF JOINT LANDS
1101 INITIATION OF SURRENDER PROPOSAL — Not later than 80 days before the next ensuing rental date or other
obligation date with respect to the joint lands affected {except an obligation to pay royalty or a drilling obligation not being

enforced under the title documents) a party hereto may give notice to the other parties proposing that some or all of the joint
lands be surrendered to the grantor under the title documents. Not Iater than 30 days before the next ensuing rental date or
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other obligation date. the parties receiving the notice shall each give notice to all other parties stating whether or not they
wish to join in the proposed surrender. Failure to respond to the said notice shalt be deemed to be an election not to join in
the surrender. Any party giving notice of the proposed surrender or giving notice of its intention to join in the proposed sur-
render may by notice to the other parties at any time up to but not later than 30 days before the next ensuing rental date or
other obligation date. revoke its notice of intention to surrender.

The size of and interest in the joint 1ands affected under this Clause must be such that the said grantor would be
obliged to accept a surrender thereof pursuant to the title documents.

1102 SURRENDER BY ALL PARTIES — If all parties duly elect to surrender under Clause 1101, the Operator shall
proceed forthwith to salvage for the joint account all salvable material and equipment upon the lands and interests to be so
surrendered, and ail parties hereto shall execute and deliver ali documents which may be necessary to effect the surrender.
1103 SURRENDER BY LESS THAN ALL PARTIES — if all the pasties do not join in the surrender, the parties not joining
in the surrender shall {unless the Operator be one of them) promptly appoint an Operator pro-tem for the parties retaining
the said lands and interests. and shall be responsible for taking the necessary steps to ensure payment of rentals or the
meeting of any other obfigation to maintain the said tands and interests for the benefit of the retaining parties

1104 ASSIGNMENT OF INTEREST SURRENDERED — Effective on the thirtieth day before the rental or other obhga-
tion referred to in Clause 1101 is ri_éé]'uired to be paid or met, the parties which elected to surrender shall assign to tHe retain-
ing parties all their interest in the lands and interests which were the subject of the proposed surrender. The parties receiving
the assignrr{ént shall _withih,SO{da'ys after rec{eipt of the assignment pay to the assignors the assignors’ participating interest
share (priaf to such_éurrende'rf-"iri_ the salvage value of the recoverable material and eguipment on the lands so assigned, the
amount t_o'be determined_.b‘y the: Operator in accordance with the Accounting Procedure and billed by the Operator to the
assignees. : : : A : :

1105 RETAINING PARTIES'TO MEET OBLIGATIONS — Where failure by the retaining parties to meet any obligation
which prompted the surrender proposal would_ prejudice ;he titte of the parties in any other portion of the foint lands. the
fetaining parties shall be deemed to have covenanted to meet that obligation in accepting the interes;s of the surrendering
parties. . .. ¢ Lo e : S i

11086 FAILURE TO SURRENDER AS AGREED — Where all the parties have agreed to effect surrender under this Arti-
cie. and whether or not some or all of them have taken any action by way of release or assignment pursuant to an intention
to join in the surrender, the lands and interests which are the subject of the surrender notice shall be:de'em_ed to be held for
the joint account until the surrender has been irrevocably effected, including the termination of any right to reinstate any title
document, so-that alf the parties shall receive or have the right to participate in any benefits which might accree during the
period befok&a‘"the surrend'er_ is irrevocably effected. If, however, any party to whom any interest is conveyed or released far
the purpose of éffecting the surrender should not duly proceed with the surrender and thereby causes a'ny further obligation
to arise, that party shall be §d[e|y responsible for meeting the obligation and shall indémnify thelo&ther' parties with respect
thereto, - N ' B

. ARTIGLEXII

ABANDONMENT OF WELLS

1201 PROCEDURE FOR ABANDONMENT —If a party proposes to abandon a well on the joint lands {except at casing
point. when Article 1X shall apply) it shall give notice of proposed abandonment to the other parties who may. within 30 days
of receipt of the notice elect by notice to the other parties to take over the well. The party or parties taking over the well shall
be entitled to an assignment without consideration or warranty of the abandoning parties’ interest in the spacing unit of the
well ir; so far as it relates to the producing zone of the well. If all parties elect to join in the abandonment, the wall shall ba
abandoned for the joint account. .
1202 ASSIGNMENT OF EQUIPMENT AND SURFACE RIGHTS — If less than all parties elect to abandon a well under
Ciause 1201, the abandoning parties shal! without warranty transfer to the other parties the materials and equipment ap-
purienant 1o the well, in consideration of the payment by the transferees to the transferors of the latter's share of the fair
zalvage velue of the said materials and equipment, less the transferors’ shares of the estimated salvage costs, all determined
by the Operator in accordance with the Accounting Procedure and billed to the transferees. The abandoning parties shall
aiso transfer to the other parties without warranty or consideration the surface rights appurtenant to the well.
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ARTICLE Xl
OPERATION OF LANDS SEGREGATED FROM JOINT LANDS

1301 OPERATING PROCEDURE TO APPLY — Where by reason of the operation of ariy provision hereof any portion of
the joint lands ceases to be owned by the parties hereto in the same percentages of interest as their participating interests
hereunder or ceases to be owned by all the parties hereto, the parties hereto acquiring the different percentages of interest
in any portion of the former joint lands shall thereafter hold the same as if they are parties to a separate Operating
Procedure. the terms of which are identical to the terms hereof, having regard only to the different owners and percentages
of ownership interest, and the said portion of the joint lands shall cease to be “joint lands” hereunder. If the Operatoris a
party participating in the lands ceasing to be joint lands under this Clause, it shall be the initial Operator of those lands.

 ARTICLE XIV

LITIGATION e e

BN A N % S

1401 CONDUCT OF LITIGATION — Al litigationr in connection wuh the tltle docurnents and the jOil'llI lands shall be
conducted for and on behalf of ali parties. Each party shall notify the other party or parties of any process served
upon it. or of any process it intends to serve, in any action involving the title documents and/or the joint bands and
thereupon the parties shali decide whether the action shall be handled axcluswely by the sohcnors of the parties or
by jOll‘lt c.Ounsel mutual!y se!ected by the pames for the |0|nt account .

_ARTICLEXV

RELATIONSHIP OF PARTIES

1501 PAHTIES TENANTS IN COMMON -— The r:ghts dunes obhgatlons and liabilities of the partles hereto shall be
several and not joint or collective, it being the express purpose and intention of the parties hereto that thelr interest in the
jomnt lands and in the wells. equipment and property thereon held for the joint account shall be as tenants in common,
Nothing herem contamed shall be construed as creating a partnership of any kind. jeint venture or assocuataon or as imposing
upon any party hereto any partnership duty. obligation or liability to any o:her party hereto g

ARTICLE xw_f'.

FORCE MAJEURE

1601  DEFINITION OF FORCE MAJEURE — “force majeure” shall mean any ane of more of the following events:

{a} an act of ¢

{p) a war. revolution, insUr'ré-(-:-.-tkioﬁ;flric_-:l:t_, blockade, or any other.;ihi'a\;vful act against public order or authority.
{c} a strike, lockout, or other industrial disturbance.

{cl} a storm, fire, flood, explosion or lightning,

le) a governmental restraint,

{f) any o;her event {whether or not of the kind enumerated in {a) to (e} of this Clause) which is not
reasonably within the control of the party hereto claiming suspension of its obligations hereunder due to force ma-
jeure. .
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1602 SUSPENSION OF OBLIGATIONS DUE TO FORCE MAJEURE — If any party hereto is prevented by force majeure
from carrying out any obligation hereunder, the obligations of the party in so far as its obligations are affected by the force
majeure shall be suspended while (but only so lang as) the force majeure continues to prevent the performance of the said
obligations. Any party prevented from carrying out any obligation by force majeure shall promptly give the other parties
notice of the force majeure including reasonably full particulars in respect thereof.

1603 OBLIGATION TO REMEDY — The party hereto ¢laiming suspension of its obligations as aforesaid shall promptly
remedy the cause and effect of the force majeure described in the said notice in so far as it is reasonably able so to do;
provided that the terms of settlement of any strike, lockout or other industrial disturbance shall be wholly in the discretion of
the party hereto claiming suspension of its obligations hereunder by reason thereof; and that party shall not be required 1o
accede to the demands of its opponents in any strike, lockout or industrial disturbance solely to remedy promptly the force
majeure thereby constituted.

1604 EXCEPTION FOR LACK. OF FINANCES — Notwi-thstaﬁ:ding anything contained in this Article, lack of finances

shall not be considered a force majeure nor shalt any force majeure suspend any obllgat:on for the payment of money due
hereunder.

ARTICLE XVII
CASH AND ACREAGE CONTRIBUT!ONS

1703 CONTHIBUT!ONS T0 JO!NT OPERATIONS TO BE SHARED —

: (i) Cash — If any party recaives a cash contrlbutlon towards the cost of any operatlon to be carried

out for the joint account that party shall pay the cash contribution so received to the joint ac-
count : :

' (i_i) Acreage — If any party _is offered an acreage contribution in support of eﬁy.bberation to be

carried out for the joint account, that party shall give each other party hereto the right to par-
ticipate in such acreage contribution to the 'éxtent of its participating interest ,he’reunder.

1702 'V"‘__NO WAIVEH OF CONFIDENTIAL INFORMATION — Clause 1701 shall not permit a party to accept a COntr!butlon
from a th:rd party in return for information from an operation hereunder 7 '

ARTICLE XVIII :

CONFIDENTIAL INFORMATION

1801 INFQ RMATION TO BE KEPT CONFIDENTIAL — The partles shall keep confidential from third partles all informa-
tion cbtained in the course of or as a result of operations on the joint lands, except information which the pariies have ex-
pressly agreed to release, and shall take such measure in connection w:th operations and 1nterna| security as shall be ad-
visabie in the cwcumstances. : -

ARTICLE XIX
DELINQUENT PARTY

1901 CLASSIFICATION AS DELINQUENT PARTY — If any party hereto moves its location and does not provide the
other parties hereto with notice of its change of address and subsequently cannot readily be located, or if any party becomes
inactive or is struck off the register or otherwise refuses or neglects to answer communications addressed to it at its address
for service, the Operator may send notice by registered mail to that party at its last address for service hereunder, advising
thae party that it shall thereafter be considered a delinquent party within the meaning of this Article.

1502 EFFECT OF CLASSIFICATION AS DELINQUENT PARTY — From the 15th day aftar the registered notice has
- baen mailed to the delinguent party under Clause 1901, the delinquent party shall thereafter:

(i) not be entitled to any further notices or communications from the Operatar or any other party
hereto with respect to any matter hereunder;
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(i} be deemed to have elected not to participate in any operations thereafter carried out on the joint
lands;

(iii) be deemed to have elected to join in all surrenders and abandonments proposed and effected
hereunder, notwithstanding that it may be named a registered party under the title documents:

provided that the proceeds of the sale of the delinquent party's share of petroleum substances shall be retained in trust by
the Operator for the account and benefit of the delinguent party after deducting the delinquent party’s proportionate share of
operating costs and all other relevant costs incurred for the joint.account.

1903 RESTORATION OF STATUS — If a delinquent party subsequently communicates with the Operator, pays all
arrears of moneys due the joint account. and undertakes in writing to comply from that ti(ng with the provisions of this
Operating Pracedure, the delinquent party thereafter shall be restored tg the normal status ‘of a party hereto.

1904  LIEN NOT AFFECTED — Nothing in this Article shall derogate from the enforcement of the Jien of the Operator-
and the other parties pursuant-to Clauses 505 and 506,

ARTICLE XX

__WAIVER

WAIVE__FI MUS;(_ BE_[N:__WRIT[NG —:No waiver by any party"hereto 5_f any breach of an;p__ of the covenants,
provisos, conditions, restrictions or stipulations herein contained shall take effect or be binding upon that party unless the

same be expressed in writing under the auihorify;,pf_ that party!and any waiver so given shall extend only to the particular

breach so waived and shall not limit or affect any rights with respect to any other or future breach *° .

FURTHER ASSURANCES

2101 PARTIES TO SUPPLY — Each of the parties hereto shall from time to time and at all tmes do a'l'l"f'suchr further acts
and execute and deliver all further deeds and documents as shall be reasonably required in order fully to perform and carry
out the terrﬁ_s' of this"Oﬁe._rating Procedure. : i

ARTICLE XXit

NOTICE

2201  SERVICE OF NOTICE ‘— _Whe;ihgr"'o_r.anpt_so stipulated herem all notices, communications and statements
(hereinafter called “notices™). required or permitted hereunder shall'be in writing. Notices may be served:

{a) Personally by leaving them With"thg'-'pa'hy on ;wrl_'t'o_m-. they are to be served at that party's address
hereinafter given. Personally served notices shall be deemed received by the addressees when actually delivered
provided such delivery shall be during normal business hours: or

{b) by telegraph (or by any other like method by which a written and recorded message may ba sent)
directed to the party on whom they are to be served at that party’s address hereinafter given. Notices so served
shall be deemed received by the addressees thereof eight hours after the time of transmjssion or at the com-
mencement of the next ensuing normal business day. whichever is the later: or

fc) by mailing them first class (air mail if to or from the United States of America) registered post, postage
prepaid. to the party an whom they are to be served. Notices so served shall be deemed to be received by the ad-
dressees on the second day {excluding as the second day. Saturdays. Sundays and Statutory Halidays) following
the mailing thereof in Canada or the United States of America.
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2202 ADDRESSES FOR NOTICES — The address of each of the respective parties hereto shall be as follows:

OMEGA HYDROCARBONS LTD.,

630 — 330 Fifth Avenue S.W., - =~
Calgary, Alberta.
T2P OL4

MANITOBA MINERAL RESQURCES LTD.
603 - 491 Portage Avenue
WINNIPEG, Manitoba R3B 2E4

2203 RIGHT TO CHANGE ADDRESS -— Any party hereto may change its said address by notice served as aforesaid.

ARTICLE XXill
NO PARTITION

2301 WAIVER OF PARTITION OR SALE — No party hereto shall during the term of this Operating Procedure exercise
any right to apply for any partition of the joint lands or sate thereof in lieu of partition.

ARTICLE XXIV
DISPOSITIONS OF INTERESTS

2401 RIGHT TO ASSIGN. SELL OR DISPOSE -~ Subject to Clause 2402, a party hereto shall not a§sign, sell or dispose
of any interest in the joint lands (other than as required and allowed one party to the other elsewhere in this Operating
Procedure} without first complying with the provisions of paragraph B below {specify A or B}

A.  The party wishing to make the assignment. sale or disposition shall first notify the other parties and obtain
their written consent. which shall not be unreasonably withheld;

or

B. If a party {in this paragraph called "the selling party”} wishes to assign, sell or dispose of, or has received an
offer which it is willing to accept for the assignment, sale or disposition of, all or part of its interest in all or
part of the joint lands {in this paragraph called "the subject interest”), the selling party shalt give notice
thereof to the other parties [(in this paragraph called "the offerees™). The selling party’s notice shall contain
the terms and conditions of the proposed assignment, sale or disposition. including the consideration to be
received for the subject interest and, if applicable. ‘the name of the offering party. The offerees shall have the
right for a period of 20 days after receipt of the notice from the selling party {in this paragraph calied “the
notice period”), 1o elect in writing to acquire the subject interest from the selling party on the terms and con-
ditions contained in the notice. The offerees so electing to acquire the subject interest {in this paragraph call-
ed ""the buying parties”) shall be obligated to acquire the subject interest in its entirety. The buying parties
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shall have the right to acquire the subject interest in the proportions that their respective participating in-
terests bear one to the other. If all the offerees decline or fail to elect within the notice period to acquire the
subject interest. the selling party shall be free for a period of 60 days next following the expiry of the notice
period, to assign, selt or dispose of the subject interest on the terms and conditions and to the offering party
(if applicable) stipulated in its offer, but not after the said 60-day period, nor otherwise than as so stipulated,
without again complying with this paragraph B.

If the consideration stipulated in the offer for the subject interest is one which cannot be matched in kind by
the offerees, the selling party may set out in its notice its bona fide estimate of the value in cash of the said
consideration. If the selling party's notice did not include its bona fide estimate as aforesaid, the offerees, or
any of them, may request such estimate. in which event the notice period sha!l be suspended until such es-
timate is received by all of the offerees. In case of dispute as to the reasonableness of the estimate, the
matter shall be referred to arbitration under the provisions of the Arbitration Act or Ordinance of the
province, state or territory where the joint lands are situated, but the notice period shall not be extended by
such referral of the dispute to arbitration. If the equnva!ent cash consideration determined by the arbitration is
lower than the estimate submitted by the selling party, the cash consideration determined by arbitration shail
be the sale price for the sub;ect interest and the accounts of the selling party and the buyrng parties shali be
_si;adjusted accord:ngly, if the aquuvalent cash consideration determined by arbitration is higher than the es-
¥ timate submmed bv the selhng party, the estimate submntted by the selling party sha!l be the sale | price for
the subject mterest i

2402 EXCEPTIONS TO CLAUSE 2401 — C!ause\2401 shall not app!y in the followmg mstances namely

_j;{a} An assngnment made by way of secumy for the assugnors mdebtedness

Fo e e

ib) - . An assignment, sale or dnsposntron to an affl;ate of the assngnor or in consequence of a merger or
amalgamatlon of the assignor with another. company :

' (t)- An assignment, sale or disposition made by the assignor of all, or substantrallv all, or of an undwuded in-
terest m all. or substantially all of its petroleum and natural gas nghts in the provmce state or terntory where the
}ount Iands are situated. : .

2403 MU LTI“LE ASSIGN MENT NOT TO INCREASE COSTS — If any assignment of an |nterest m thelomt lands or any
part thereof i IS made to multiple parties so that the expenses or duties of the Operator are thereby increased, the Operator
may require the assngnees (and the assignor if it retains an interest) to appoint one of their number as representmg all of
therm for the purposes of this Operat:ng Procedure, unless arrangements sat:sfactory to the Operamr are made to compen-
sate the Operator for the mcreased expenses or duties. i ; :

2404 NOVATION UPON ASSIGNMENT — No assignment of an interest in thejmnt lands (except pursuant to the aban-
donment, surrender and forfeiture prowsnons of thls Operatlng Procedure) shali be effectrve against the parties hereto who
are not parties to the assignment untif the first day of the month next followmg the date upen which an executed copy of the
assignment has been lodged with each party hereto who is not. a party to the assngnmem provided, the other parties may
require the assignor and assignee to enter into a novation agreement with and satisfactory to them under which the
assignee will undertake to assume the obligations of the assrgnor hereto with respect 1o the interest assigned to the
assignee.

ARTICLE XXV

PERPETUITIES

2501 LIMITATION ON RIGHT OF ACQUISITION -— Notwithstanding anything elsewhere herein contained, the right of
any party hereto to acquire any interest in the joint lands from any other party hereto shall not extend beyond twenty-one
years after the lifetime of the last survivor of the lawful descendants now living of Her Majesty Queen Elizabeth .
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ARTICLE XXVI

UNITED STATES TAXES

2601 UNITED STATES TAXES — The parties hereto agree that if for purposes of the United States Internal Revenue
Code of 1954 this agreement or the relationship established thereby constitutes a partnership, as defined in section 761{a)
of the said Code, each of the parties hereto who are entitled under the said section 761(a} to elect, hereby elects to hava the
said partnership excluded from the application of subchapter K of chapter 1 of subtitle A of the said Code, or such portion
thereof as the Secretary of the Treasury of the United States or his delegate shall permit by election to be excluded
therefrom. The Operator is authorized to execute such election on behalf of the parties who are entitled to make such elec-
tion and to file the election with the proper United States government office or agency. and the QOperator is further authoriz-
ed and directed to execute and file such additional and further evidence of such election as may be required; provided that if
the Operator is not subject to the said Code with respect to the joint lands, the obligations of the Operator under this Clause
shall be carried out by the party hereto who is subject to the said Code with respect to the joint lands and who holds the
greatest participating interest. '

ARTICLE XXVIiI
MISCELLANEQUS

27N SUPERSEDES PREVIOUS AGREEMENTS —— Except for the Agreement {other than to the extent that the Agree-
ment by its terms becomes ineffective when this Operating Procedure is made effective). this Operating Procedure
supersedes all other agreements, documents, writings and verbal understandings among the parties relating to the joint
lands

2702 TIME OF ESSENCE — Time shall be of the essence of this Operating Procedure.

2703 NO AMENDMENT EXCEPT IN WRITING — No amendment or variation of the provisions of this Qperating
Procedure shall be binding upon any party unless it is evidenced in writing executed by the party.

2704 BINDS SUCCESSORS AND ASSIGNS — Subject to the provisions of Article XXIV. this Operating Procedure shali
enure to the benefit of and shall bind the parties hereto and their respective successors and assigns, and the heirs, exzscutors,
administrators and assigns of natural persons who are or become parties hereto.

ARTICLE XXVIII
TERM

2801 TO CONTINUE DURING ANY JOINT OWNERSHIP — This Operating Procedure shall terminate when no portion
of th= joint lands is owned jointly by two or more parties hereto or at that later date upon which (joint ownership continuing)
all documents of title (and all renewals and extensions thereof) to the joint 1ands have terminated and all walls on the joint
fands have been plugged or abandoned. all equipment thereon salvaged. and final settlement of accounts had among the
parties hereto.
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b SCHEDULE Petroleum Actountants
Society of Westermn 4
Canada — 1969

ACCOUNTING PROCEDURE

PARTI
GENERAL

10%. 'L)efil-ﬁ—ticms'-I o
In this Accounting Procedure:
(1) ““‘Agreement” means the agreement {o which this Scheduie is attached.

(b) *‘Controllable Material” means Material classified as controllable in the Controllable Material Price Catalogue, ay
revised from time to time, of the Petroleum Accountants Society of Western Canada. -

(c) “for the Joint Account™ means for the benefit and risk and at the expense of the Parties, in accordance with their
respective interests in the Joint Property.

{(d) “Joint Operations” means all operations for the Joint Account. A
(e) *Joint Property” 'means property held for the Joint Account.

(0 “Mateml" means the equlpment machmery and supplies acquxred for the Joint Account and classnﬁed as follows

(1) Condition “A’ means that which is new;

(2) Condition “B” means that wiuch has been used but is sound and is suitable for its original function without
reconditioning; :

(3) Condition “C” means that which has been used and would be suitable for its original function after recon-
ditioning or that which cannot be reconditioned for, but has a limited service im, its original function;

(4) Condition “D” means that which is not suitable for its original function but is usable for another function;
and

(5) Condition “E” means that which is junk.

(g) “New Price” means the cost of Condition *A” Material at the reputable supply store where such Material is available
or at the carrier receiving point to which such Material could be delivered, whichever is the closer to the Joint
Property. Tubular goods 2 inches in diameter and over shall be priced on a carload basis. Any cash discount.that may -
be allowed by a dealer shall not be deducted in determining the New Price. T

(h) “Non-Operators™ means the Parties, whether one or more, other than Operator.

P

(i) *“Operator” means the person, firm or corporation designated in the Agreement to conduct the Joint Operations.

(i)  “Parties” means the persons, firms and corporations who are bound by the Agreement.

102. Approvals
{a)  Approvals required under Clauses 204, 306, 316, 318, 405, and 501 shall be obtained by Operator in writing from

the oswmwamenParties having interests in the Joint Property totalling 1 percent esiiore.
{b) Approvals required under Clauses 303(c) and 314(b)(2) shall be obtained by Operator in writing from_ the o
mese Parties having interests in the Joint Property totalling ___ YUY percent arrioss
PARTII .

RECORDS, BILLINGS AND RELATED MATTERS

261 Records

Operator shall maintain records of Controllable Material (excluding replacements) showing the date of acquisition, des-
cription, cost for the joint Account and details of retirement of each item of Controllable Material. Operator may mazaintain
records of replacements of Controliabte Material.

-1 -
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202. Bills

Operator shall bill Non-Operators on or before the last day of each month for their share of charges recorded during the
next preceding calendar month. Bills shall be accompanied by statements as set forth under paragraph b below:

(2) statements of all charges and credits for the Joint Account, summarized by appropriate classifications indicative ot
the nature thereof. :

“(b) statements, as follows:
{1) Controllable Material, in detail; and

(2) ordinary charges and credits for the Joint Account, summarized by appropriate classifications indicative of
the nature thereof; and , -

(3) other charges and credits, in detail. ~

203. Payments and Refunds
Bills shall be paid within 15 days after receipt thereof. Credn‘.s shall be refunded within 15 days after bnlls are rendered

204. Right to Protest or Question Bills

Any of Non-Operators may protest or question the correctness of a bill, notwithstanding the payment of it, if such protest
or question is made in writing to Operator within the 26 months next following the end of the calendar year in which the bill
was presented, otherwise the bill shall be deemed conclusively to be correct for all purposes. No adjustment favourable to
Operator shall be made after such period except with approval pursuant to Clause 102(a). -

205. Audits -

Any of Non-Operators, upon notice in Wntmg to Operator and all other N)n-Operators, shall have Lhe nght to audit
Operator's accounts and records maintained for the Joint Account for any calendar year within the 24 month period next follow-

ing the end of such calendar year. Any claims of discrepancies disclosed by such audit shall be made in writing to Operator with-

in the 26 month period next following the end of such calendar year. Where two or more Non-Operators desire to conduct
audits, they shall make every reasonable effort to conduct joint or simultaneous audits in 2 manner which will result in a mini-
mum of inconvenience to Operator. Costs of audits shall be borne by all Non-Operators.

[P T T

PART 111
CHARGES - S

Operator may mcur fOr the Joint Account and charge under th;s Part HI the following:

. !

361, Reatals, Royalnes and Other Payments .

Rentals, royalties and other payments required to maintain the interest of the Parties in the Joint Prbperty.

302, Labour - Lev L Coahasu s vl Loy y P Coes R
(2) Salaries and wages of Operator s employees while directly engaged in work other than operation and ma.mten:mce
on the Joint Property.

(b} Salaries and wages of Operator’s employees (up to and including) (below) the first level of field supervision while
directly engaged in operation and rmaintenance on the Joint Property, and salaries and wages of Operator’s technical
employees while directly engaged in operation and mzuntenance on tue Joint Property.

fe) In this Clause, “operation and maintenance™ means all operations associated with the Joint Property echuswe of
exploration operations, Construction Projects and Drilling, as defined in Clauses 314(a)(1) and 314(a)}(4).

3. Employee Benefits .

Operator’s costs with respect to employees whose salaries and wages are chargeable under Clause 302:

{2} for holiday, vacation, sickness and disability benefits and cther customary allowances, which may be charged as a
parcentage of the said salaries and wages in accordance with Operator’s cost experience; and
‘or any payments made and borne by Operator pursuant to any law applicable to it as an employer other than any
taw relating to benefits chargeable under Clause 303(a); and

(c) tor its established employee benefit plans, but not in excess of __15 __ percent of the total charges under
Tiauszs 302 and 303(a). The said rate may be adjusted from time to time upon approval pursuant to Clause 102(b).

S



304, '[mvel Expenses

Travel expenses of employces whose salaries and wages arc chargeable under Clause 302.

305. ﬁlateri:ﬂ
Costs, as provided in Part 1V, of Material purchased of furnished by Operator -and of transporting such Material.

306. Services and Utilities

Costs of services and utilities for Joint Operations obtained from persons not Parties, except costs of professional consul-
tants” services which shall be charged only with approval pursuant to Clause 102(a).

307. Operator’s Facilities and Equipment

Costs for use of Qperator’s own facilities and equipment in accordance with Clause 406.

308. Damage or Loss to Joint Property

Costs of replacements of repairs to the Joint Property resulting from damage or loss for which Operator is not liable.

309. Damage Claims

Costs of damage claims arising out of Joint Operations and for which Operator is not liable.

310. Acquisition of Surface Rights and Legal Services -

Costs of acquisition of surface rights and of 1zgal services for title work. Fees and related expenses associated with other
logal services may be charged only with approval of the Parties.

311. Taxes

Taxes paid for the Joint Account.

3172. Insurance

Premiums paid for insurance that Operator is required to carry for the Joint Operations.

313, Camp and Housing Expense

Costs of operating and maintaining atl necessary camp and housing facitities for, and boarding of, employees whose
salaries and wages are chargeable under Clause 302; provided that the charges for Operator’s own facilities shall be commensurate
with the costs of ownership and operation thereof, including depreciation and interest on the depreciated investment, [2ss any
cevenue therefrom. The annual interest rate on investment shall not exceed the prime bank rate of the principal charterad bank
in Canada used by Operator plus 1 percent, determined ut the beginning of each calendar year. When operations in addition to
the Joint Operations are served by these facilities the charge for such facitities shall be apportioned among all such operation:
on an equitable basis.

3i4. Qverhead
Overhead as provided in Clause 314(b).
(a) Inthis Clause 314:

ey “Construction Project” means any construction or_insta“alion undertaken for the Joint Account, includin
each subsequent addition thereto or alteration thereof or replacement of Controllabla Material therzon, b
does not include Development.

(3] “Cost” means the total direct expenditures (less any credits received thereon) exclusive of expensas of litiz
tion, judgments, settternent of claims. royalties on production. salvage credits for Material retired and th2 vah
of injected substances purchased for enhanced recovery.

3) “[jevelopment™ . means Drilling, installation of 4dditions of equipment and replacemant of Controllzt
Material on or in wells.

(2) “Prifling” means the drilting. completing, capping, pluggins 4nd abandoning, deepening, plugging back,
drilling or reconditioning of a well (except routine cleanout and pump of rod pulling operations) or the com
sion of a well 10 2 souree, input of praducing well.

(5) “Qperation and Maintenance” means all operations associated with the Joint Property exclusive of Davelops
exploration operations and Construction Projects.

(&) “Overhead” meuns an altowanee for salaries. wages, employee henefits and expenses of ali Operatot’s |

- ployees not chargeable elsewhere in this Part ill, and maintaining and operating offices that are not Join
perty.
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(7)  “Producing Well” means a well for the Joint Account that in a calendar mosnth:

(i)  has an allowable for crude oil attributable to it; or

(ii) is connected to a permanent gas sales outlet, source or injection system; or

(iii} is wsed as a disposal well; . .

provided that a well that is Drilling during the entire month or is permanently shut in and awaiting abandon- -
ment shall not be considered a Producing Well, and a well complzted in more than one zone shall be considared
a separate Producing Well for each such zone.

NOTE: Select either the Combined Rate Basis or the Percentage Rate Basis below.

{b) Combined Rate Basis

(1) () for Drilling with a rig and crew, $_33.00 _per well per d.ay beginning on the date of commencement of
Drilling and terminating on the rig release date, but, if Drilling is suspended for any period of 15 or
more consecutive days while a rig ts on location, no charge shall be made for any part of such pariod of
suspension.

(ii) for each Producing Well, $122.0Q per month.

(iii} for each Construction Project,

: (a) __5 percent of the first $ _29,000.00 of Cost, plus
3 percent of the next $50,000.00"  ofCost, plus

- (c) 1 percent of Cost exceeding the sum of (a) and (b),

provided that no charge shall be made under this Clause 314(b)(1)(ii1) for any Construction Project the
total Cost of which is less than §_10,000.00C

Y

(iv) for exploration operations the following charges shall begin on the day an exploration crew or party
commiences work on the site of exploration operations and terminate when it ceases work on the site:

Charge Per Operating Crew or Party Day
Operator Owned Contract

Seismograph Party

Gravitymeter Party (including Aeromagnetic surveys)

‘Geological_ Surface Party - . To be neqotiated.

The rates in this Clause 314(b) (1) (iv) do not cover interpretation of technical data.

{2) The rates in Clause 314(b)(1), except rates on Construction Projects, shall be adjusted as of the first day of
July each year following the year in which the Agreement became effective. The adjustment shali be computed
by multiplying the rate currently in use by the percentage increase or decrease in the average weekly wages
and salaries of the Canadian petroleum and natural gas industry for the last calendar year compared with the
calendar year next preceding such last calendar year as reported by the Dominion Bureau of Statistics. The
adjusted rates shall be the rates currently in use, plus or minus the computed adjustment rounds=d to the nearest
dollar. Notwithstanding the provisions hereof the rates in Clause 314(b)(1) may be adjusted from time to time
upon approval pursuant to Clause 102(b).

{3) Rates will be negotiated when required for operation of Feci'ities such as, but not limited to, gathe
and related facilities, gus processing plants, compressor plants, secondary recovery systems, i
and salt water disposal facilities other than disposal wells.

ring syst2ms
njection systems’

TN
P
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(i) for Operation and Mamntewimoer-ssept_of gas processing plants, gas gathering systems and related
factlities, e percent of Cost,

(iii) for Operation and Muintenance of gus processing plants, gas gathering sysieT sebzalyted fagilities,
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(a) . percent of the first § of Cost, plus
wy___ ' of Cost, plus
() __ percent of Cost exceeding of (a) and (b)
(v) for geophysical and geological exploration operations, ~.percent of Cost if a contract crew or

party is employed and percent of Cost if Operator utilizes its O
this Clause 314(b)(1)(v) do not cover interpretation of technical data.
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315. Interpretation of Technical Data

Costs, as approved by the Parties, of interpreting technical data from exploration operations.

316. Engineering Design
Costs of engineering design with approval pursuant to Clause 102(a).

317. }Varehousino Handling

(2) _ 2% percent of the cost of tubular goods 2 inches in diameter and over and each other item of Mater:a! having
a New Price in excessof . 1,000.00  delivered from Operator’s warehouse and 5 percent
of the cost of all other Material delivered from Operator’s warehouse, where Operator’s warehouse is not mamtamed
as part of the Joint Property.

(b) Costs of maintaining warehouses which are part of the Joint Property.

318. Other Costs

Costs, as approved pursuant to Clause 102(a), for which provision is not made elsewhere in this Accounting Procedure.

PART IV

. BASIS OF CHARGES
401. Purchases

Operator shall whenever practlcabie
(2) purchase Material for delivery directly to the Joint Property; and

(b} purchase for or transfer to the Joint Property only such Material as is required for immediate use and avoid the
accumulation of surplus stocks. .

402. C harges for Purchases

Material purchased shall be charged at the price paid by Operator. Discounts actually received in respect thereof sha]l be
for the Joint Account.

403. Charges for Material Furnished by Operator

When it is not practicable to purchase Material for delivery directly to the Joint Property, Material may be fumished by
Operator from its stocks, in which event Material shall be charged as follows:

(3) Condition *A” at New Price;
(b) Condition “B™ at 75 percent of New Price;
() Condition C™ at 50 percent of New Price; and

(1) Condition “D" at a reasonable price based on the use to which it is to be put.

40+ Fremium Prices

¥henever, in Operator’s opinion, Material is not available at reasonable prices, Operator shall in writing notify Non-
Operators thereof. Within 2 days after receipt of such notice each Non-Operator may notify Operator in writing that it wishes to
deliver to Operator such Material and such notice shall set forth the price and delivery date. Operator shall decide if the price
and dzre for delivery of such Material are reasonable in the circumstances and, if so, shall purchase such Materia! from such Non-
Opz2rators. If more than one Non-Operator wishes to supply such Material, Operator shall decide the quantity of such Material
thit cach such Non-Operator may defiver. If Operator decides such Material is not available from the Non-Operators on
rvasniteble terms, Operator may acquire such Material and make a charge for the Joint Account of the actual cost and expense
wcurred in pucchasing, transporting and preparing such Material for use.
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405. Transportation of Material -

Operator may charge the actual cost of transportmu Material to or from the Joint Property, provided that the charge ©
transporting Material furnished by Gperator shall not exceed the estimated cost of transporting such Material from the reput.
supply store where such Material is available or the carrier receiving point to which such Material coudd be delivered, whichever
is the closer to the Igint Property. No charge shall be made for transporting Material from the Joint Property to other properties
of Operatoc except with approval pursuant to Clause 102(a).

406. Operator’s Facilities e vt
.3+ (a) - Operator may charge for use of Operator’s owr facilities and equipment at rates, not exceeding those prevailing in
the immediate area for available -like facilities and equipment, commensurate with the costs of ownership and
operation thereof, including depreciation and interest on the depreciated investment. The annual interest rate on
investment shall not exceed the prime bank rate of the principal chartered bank in Canada used by Operator plus

1 percent delermmed at the begirning of each calendar year.

(b) In licu of rates provided in Clauss 400(a), Operator inay charge for use of its own facilities and equipment, except
automotive eqlupmmt at the cormnmercial rates prevailing in the immediate area, less 20 percent.

(v Whea requesteil to do so, Oper:\. ir shall inform Non-Qperators in advanes of the rdtes to be charged.

. PART V
\ DISPOSAL OF MATERIAL :
SOI. Opeagator’s Authonty to Dispose of Materiat - : : o T TS S
Operitor may dispose of any surplus Material the New Price of which it less than § 5 000 00 T Operator shall

obtain the 1pproval of Nea-Operators pursuant to Clause 102{a) to dispose of any other Material.
502. Suies REESY
The proceeds of sales of Material shall be fm the Join? Accouni.

\
Valuntion of Materal

U
[
Ll

Aaterial disposed of to the Partics shsll be vaived as folluws: **°
{a) Condition A’ at New Price; . -
(by  Condition “*B” v - ‘ T : P
(1} -at 73 percent of New Price if the Material was 2 charge for the Joint.Account os Condition “A”, or
(2) at 65 percent of New Price if the Material was a charge for the Joini Account as Condmon B
(c) Condition “C" at S0 percent of New Price;and - .0 . oo B B
() Condjt‘ip_ns “D” and “E.at the best peice obtainzble.
‘When the usu of_ Material 'iﬁ, temporary and the reduced value provided in this Cliuse is not justified, such Material shall be
vatued cr & basis cunsistent with iis use

o

“PaRT Vl
!\IVEI\TGREES

L

601, Fr’quency of Inveatory and Expense

i

An inventary of Corntroilable M;itf:m.l ﬂmll be t‘men ¢t reas c,nablc mtemuo and the cxpunsp of such mventory aha[l bea
charge 'for the Tuint Acconnt. s - -

0L R L
602, T\th nf Ir.wnto..lr*a v T

Ooerz [OI'ShJ“ “i‘lc. Non«\Jperators "30 cia\s notice of eny Inventory propased io be taken hereunder and each Party shall
be cntitled 1o be erre senied at tne takma of such mvanloly

603;_ Raoco nc:!mmn

The Parties parliciparing in the inventory shall reconcile the invertery with the records maintained pursuant to Clause ’7Ol
and the expense of such reconciliation shall be a chy arge tor the Joint Account.

60 m cport of lnvenmrf

Opzrator shall submit eachdnveatory o ‘\!on{)pf'mmm together with a list of overages and shortages, showing the cost for
the Jourt Accountof shortages and the original of estimzted cost OfOVLdeCb to each Party.

605, Spetial Inventory

Operator shally, upon written notics from any Non-Operator, cause the tuking of v special inventory of Controlluble
Materizl. Such Non-Operator shall be entitled to be represented at the ruking of the special inventory. The inventory shall be
commenced within 30 days of receipt of the written notice. The expense of such inventory and, if 2 reconciliation is requasted
by the Woua-Operator, the expense of such reconciliution shall be borne by such Nen-Opzrator.

e
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PS--25

ihver-aspartmental memo

o

Date 76 11 02

Ian Haugh,
Assistant Deputy Minister, From H, C. Moster,
Mineral Resources Division. Director,

Petroleum Branch.

Subject: Request for Crown Oil and Natural Gas Iease

Omega Hydrocarbons Ltd. (October 27, 1976) —~ Section 20-1-25 WPM

Section 29-1-25 WPM is Crown minerals directly ofifsetting Omega's
recent re—entry of a well in Lsd. 1 of Section 30-1-25 WPM, Omega's other
interests in the area are the 6 wells in the W% Section 30-1-25 (Waskada

First ‘ Fcld

Unit No. 1) plus the water source well (11-29-1-25) and water lease (Swan
River Formation) covering Lsd. 11 of Section 29-1-25., See attached plat.

In light of the different approaches made to date in regards to

disposition of Crown oil and gas rights, the following list of possible
alternative to handle Omega's request has been prepared:

L. lease:

1. Normal Crown Lease (as per Omega's request).

2. Place parcel up for bid (highest bonus accepted).

3. Place parcel up for bid with drilling commitment.

4e Conditionsl Crown Lease (drilling commitment).

5. Conditional Crown Lease (drilling commitment and
overriding royalty).

IT, Agreement:

1. Berry Agreement example

2. CIC

no financial contribution
Crown land contribution only
drilling commitment

gross override till payout
carried interest after payout

or (reat Northern example

- % financial contribution

true working interest arrangement

If the Crown does not have monies available for financial participation
under an agreement arrangement (eg. — working interest), then for simplification
of administration a conditional lease would be most appropriate. This would
negate the need for complicated determinations of payout procedures, etc. as are
currently being experienced by Manitoba Mineral Resources Ltd. (Berry Agreement).

Ld - L) . 2



Recommendations:

That Omega's request be responded to by a suggestion or counter
proposal to add a sliding scale gross overriding royalty provision to our
standard lease plus & drilling commitment.

eg. — Standard lease form amended to provide for:

1. Drilling commitment within first year of lease.

2. Lease covering only (il and Natural Gas down to

base of horizon of interest (Mission Canyon).

3. Sliding scale gross override conditions

(0% starting @ 10 BOFD increasing 1/2% for each BOPD
inerease to a maximum of 10% at 30 BOPD and over).

Total Royalty Rate (%)

Prod. Rate New Omega  Developed
(BOPD) Well Lease Well
5 14.15 i4.15 15.05
10 14.90 14.90 18.20
15 16.10 18.60 27.20
20 17.90 22,90 41.00
25 19.55 27,05 Lho15
30 21,50 31.50
35 23.00 33.00
4O 24.50 34450
50 26,90 36.90
60 and over 27.95 37.95

(see graphical presentation attached)

HCM/ et
Attachs.

CeCae Jde Se Roper

Wl

H. C. Moster



EXHIBIT “B"
ATTACHED TO AND MADE PART OF AN AGREEMENT E
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Province of Manitoba

Department of Mines, Resources and Environmental Management

. ~| Mineral Resources Division Petroleum Branch

993 Century Street

Winnipeg, Manitoba
R3H Ow4

October 29, 1976

Department of Mines, Resourcae

CDCO0il & Gas Limited . & Envitonmental Memageme!
F.0. Box 1051 Minaral Resources Dinsier
Galgary, Alberta A
TP &7 o 29 197
Attention: Mr. W. Kaufman ‘

Exploration Manager ASSISTANT DEPUTY MINISTER
Dear Sir: |

Re: List of Assessment Data -
0il and Gas Fxploration (Manitoba)

In light of your Company's current activity in Manitoba, we are taking
the initiative to inform you about data available through this office which
may assist you in evaluating or re-assessing your recent exploration

operations as well as future planned activities.

Enclosed is a copy of the List of Assessment Data - Oil and Gas
Exploration in Manitoba, together with a list of recently acquired non-

confidential seismic contour maps.

Yours sincerely,

g et G Munieg

H. C. Moster, P. Eng.,
Director, Petroleum Branch

WG/cf
Fnclosure

c.Ce A. A. Koffman

~——Yb.c.c. I. Haugh

J. S. Roper



¢ Province of Manitoha
Department of Mines, Resources and Environmental Management
' Mineral Resources Division Petroleum Branch
993 Century Street
Winnipeg, Manitoba
R3H OwW4

October 28, 1976

Omega Hydrocarbons ILtd.

630 — 330 Fifth Avenue S. W. 7

Calgary, Alberta ) _ ' Q/
" T2P QL4 '

Attention: T. J. Hall

Dear Sir:

Re: (il and Natural Gas Lease No. 2395

In light of the apparent success of your re-entry of the well,
Omega Waskada Prov., 1-30-1-25, and pursuant to condition 18 of the subject
Lease, please provide this office with the following:

1. A detailed listing of the total drilling and equipping costs to the
point of the flowline valve for the well.

2. A statement of revenue and expenditures for the well is to be submitted
) along with each months production and Crown royalty reports. A “sample®
format for such monthly statement is attached.

The five (5) percent overriding royalty shall become effective
when the sum of the monthly gross revenues equal the total drilling and
equipping costs (constant) plus the sum of the monthly net revenues.

If you have any questions pertaining to the above please give
me a call,

Also enclosed are copies of New Well Report forms. Please
submit a completed copy of this report in duplicate as soon as possible.

Yours sincerely,

H. C. Moster, P. Eng.,
Director, Petrcleum Branch

HCM/cf
Enecls.

b.c.c. J. 3. RHoper



Omega Hydrocarbons Ltd.

Monthly Statement of Revenue and Expenditures

Omega Waskada Prov. 1-30-1-25

Month: y 19
Gross Reverme = Bbl. Prod. x $ Wellhead price/Bbl.
=$ -
Less: Monthly Crown Royalty Paid =% .
Less: Monthly Operating Cost¥ = $ .
Monthly Net Revernue = 3 .

#* Breakdown of Monthly Operating Costs:

eg.: Pumper $
| (etc.) $
Total 3

Certified Correct :

T. J. Hall,
President



" DEPARTMENT OF MINES, RESOURCES AND ENVIRONMENTAL MANAGEMENT
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For your approval or revision O Reply direct with copy to me [ Please sign
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TELEPHONE: (403)261-0743

/Z’ x.«urﬁ 7 (’/;f

HYDROCARBONS /7

630-330 FIFTH AVENUE S.W., CALGARY, ALBERTA T2P 0L.4

September 23, 1976

Assistant Deputy Minister Department of Mines, Resources
Mines, Resources and Envirommental Managemeng rnironmental bd;nag@m%nt

Mineral Resources Division
993 Century Street
Winnipeg, Manitoba R3H OW4

Mineral Resources Divislon

SEP 24 1976
Attention: Ian Haugh

ASSISTANT DEPUTY MINISTER
Dear Mr. Haugh:

Re: 01l and Natural Gas Lease Application
SE%, Sec. 30, Twp. 1, Rge. 25 WPM.

Please find enclosed a lease in duplicate with all

changes initialled and additions noted as per your September 17,
1976 letter.

Both copies of the lease have been signed, sealed and
witnessed as requested., Please return one fully signed copy

to our office.

Thank yot,

Yours very truly,

OMEGA HYDROCARBONS LTD.

AR A

TJH:bcf




TELEPHONE: (403126 1-0743

Department of Mines, Resources
and Enviromnmental Management
Mineral Resources Division
Petroleum Branch

993 Century Street

Winnipeg, Manitoba R3E OW4

Attention: H. C. Moster

Director, Petroleum Branch

Dear Sir:

Pursuant to discussions regarding Ome
additional lands in the Waskada area,
a nine year petroleum and natural gas

29-1-25-WiM.

Omega su

A

October 27, 1976

ey, &R

DEPL 0F WFs, e i)
BT

OCT 28 1875
5179

PETROLEGH BRAWCH

ga's desire to acquire
bmits a request for
lease on the whole of section

In support of this request, we are providing you with the

current status and results of our tests on

Omega Waskada Prov. 1-30-1-25.

Test Results

the well known as

1. The well was placed on production at 3;00 P.M. on October

23, 1976.

2. Production testing commenced on Monday, October 25, 1976.
3., Producing rates have varied between 90 and 95 barrels of
total fluid per day. Samples taken from the metering

separator indicate a water ¢

ut of approximately 50%.

4, Total gas measured is reported to be 17,000 cu. ft. per day
resulting in a GOR of 17,000/50= 340 cu. ft./bbl.

5. Water-oil ratio appears to be reasonably stable but may
already be showing slight increase.

In view of the high initial wat
to commit to any development program

er

cut, Omega is not prepared
but would be interested in

having a lease on section 29 go that a program can be initiated

if it appears to be economically att
of this prospect is that it < - sma
accummulation underlain by a massive

Department of Mines, Resonrcos
& Environmental- Monage: -~
Mineral- Rascurces vt "

I
L - OCT 29 197

ASEISTANT DEPUTY MINISTER

ractive.

Qur current assessment

11, thin localized oil
water saturated reservoir.

X<

o

7 Have H v
35S forcr
W GrAzZAR
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If the Department is receptive to granting a lease, Omega would
be prepared to agree to visit your office in Winnipeg so that
negotiations may be finalized as soon as possible.

Yours very truly,
OMEGA HYDROCARBONS LTD.

T. J. Hall
President

TJH:bef

-!_‘ -




SEP 17 1975

¥r, T. J. Kall,

President,

Omega Rydrocarbons Limited,
6% bt 330 m Am ie i"o,
Calgary, Alberta.

TP UL

Dear Mr. Hall:

Te: (11 and

Y

Hatural Gure lease Applicati
i Tw 28

on
Ak ol

I gi:

Yoar above re’erenced lease appliestion of Septesber ., 1976, and
aceonpanying cheque o1 590.00 are acknoviledged.

‘nclosed 4o @ lsise in duplicate in aecordance vith youw applicatilon.
Fleu=e initiul 11 chunges or additiom: noted an the leuse Toru. 4lso have
both copdes of the ls.ce signed, sesled, witnessed, and returned Lo this office.

Yours sincerely,
CRIGINAL S1GND gy
IAN HAUGH

Tun Haugh,
Asgietont Deputy inister.

ROM/ 3

Encloeure,
C.8e: H. Co Moster,
becet Jo S. Roper.
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DEPARTMENT OF MINES, RESOURCES AND ENVIRONMENTAL MANAGEMENT

ROUTE SLIP
TO FROM
H. C. Moster Ian Haugh
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[} For your approval or revision [1 Reply direet with copy to me ] Please sign

0 For your information O P]efise supply data for my [] Please return
X repay
O Please take action (] Return with comments ] Please see me

[l Extracts of minutes for your and/or recommendations

information and action O Investigate and report (] Please phone

(1 Please draft reply for signature of .

Date 86 09 07 Subject 5 epa Hydrocarbons Ltd.
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Depertment of Minog, Rascurcrs
& Environmenial Managoeme:
Minrtal Revourews Diviston

SEP 7 1978

TELEPHONE: (403/261-0743 630- 330 FIFTH AVENUE 5W, CALGARY, ALBERTA T2P OLSEISTANT DEPUTY MINISTER

September 2, 1976

Assistant Deputy Minister

Mines, Resources and Environmental Management
Mineral Resources Division

993 Century Street

Winnipeg, Manitoba R3H OW4

Attention: TIan Haugh

Re: 0il and Natural Gas Lease Application
) SF, Sec. 30, Twp. 1, Rge. 25 W.P.M.

~We are in receipt of your letter dated August 27, 1976 in which
you announce a set of terms and conditions upon which a lease will
be recommended for approval.

Therefore, Omega Hydrocarbons Ltd. makes application for a
petroleum and natural gas lease for rights down to and including
the Mississippian horizon containing a term of nine (9) years, under
the conditions set out in the above mentioned letter, with one
exception. The exception is that you request our agreement that the
lease be terminated by the Minister if found to be unproductive.

Omega is unable to agree to such termination provision for the

following reasons:

1. Once having completed the work commitment, the lease owner
should be in good standing provided he makes his annual
rental payment.

2. We do not understand the meaning of a nine (9) year term
if the lease is subject to cancellation at any time.

3. Omega may elect to drill a new well and should be free to
make that election during the term of the lease.

4. Omega may wish to farmout or encourage another producer to
drill a new well at some future date and should be free to do
50,

5. Capital expenses resulting from the work commitment would be
subject to write-off when the lease is terminated, which becomes
an undesirable fearure within the Company's accounts.

6. Omega is a producing and exploration type company and has no
desire to accumulate land as is the case with land brokers.

7. The lease fee is sufficient disincentive to the owner in assessing
the merits of holding a nonproductive entity.



9.

1f you are able to waive the termination provision, we are
prepared to proceed and herein request that you process our application.
1f not, we will be oblidged to reconsider this prospect.

The proposed program of operation for reentering the well bore
of Led. 1 - 30 after conditioning the well bore for reentry is to run
an R A log over the sand interval immediately above the retainer at
3000 feet. If there is any zone of interest, we would perforate and
test that horizon prior to drilling out the retainer. Following this,
we would drill out the retainer and swab the well into production.
If required, the M C 1 member of the Mississippian will be reperforated,
acidized and, if necessary, squeezed and reworked. The programs will
be initiated as soon as possible and, if convenient, prior November 1,
1976 and certainly within the first year of the lease. If the work
commitment is not initiated in the first year, the leasee will agree
to having the Minister terminate the lease.

Assuming that the foregoing is acceptable to the Minister, we
are enclosing our cheque in the amount of $90.00 to cover the lease

application fee and first year rental.

Your early handling of this application will accommodate an
immediate start on the program.

. Yours very truly,

President

x.c. — J. S, Roper
76 09 13 - ra

TJH; bef
Encl.



09 1k,

6
H. C. Moster,
Director, Petroleum ’ . B. Roper,
Mineral Resources Divi A olicy Advisor,

993 Century Btrest. 302 Legislative Building.

OIL AND EATURAL GAS LEASE APPLICATION - OMEGA HYDROCARBORS LIMITED.

Attached please find revised lease document in duplicate,
together with a suggested draft letter to Mr. T. J. Hall.
The original lease document forwarded to this office is

being returned herewith.

Department of Mines, Resourcea
& Environmental Momagerman
Mineral Resources Division

%/SEP 15 187¢

ASSISTANT DEPUTY MINMISTER




DRAFT: 76 09 1k,

Mr., T. J. Hall,

President,

Omega Hydrocarbons Limited,
630 - 330 Fifth Avenue 5.W.,
Calgary, Alberta.

T2P OLY4

Dear Mr. Hall:

Re: 0il and Natural Gas Lease Application
SEx, Sec. 30, Twp. 1, Rge. 25 W.P.M.

Your above referenced lease application of September 2, 1976,
and accompanying cheque for $90.00 are acknowledged.

Enclesed is a lease 1n duplicate in accordance with your
appiication. Please initial all changes or additions noted on the lease
form. Also have both copies of the lease signed, sealed, witnessed,
and returned to this office.

Yours sincerely,

Ian Haugh,

Assistant Deputy Minister.
HCM/cf/JSR/dw
Enclosure.
c.c.: H. C. Moster,

b.c.: J. 5. Roper.
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Province of Manitoba

inter-departmental memo

Date 76 Q9 9
I. Haugh,
Assistant Deputy Minister from §, C. Moster,
Mineral Resources Division Director
Petroleum Branch
Hubgrotx

PS--25

First | Fold

RE: OMEGA LEASE APPLICATION
SE:, Sec. 30-1-25 (WPM)

Attached is a re-draft of the required lease as per your instructions.

J. S. Roper has been in contact with me and wished to confirm that you
would be checking the final draft of the lease with Mr. Cawley before it is
sent to Omega for execution.

H. C. Moster

HCM/Cf
¢ Depootment of Minas, Rewem o
& Environmenta! Mmoo
YAropst Feeroaroes B

S

. pe + LEd
: .-!, \.‘\{'-; g foepre
i .
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zxax 0339543

August 27, 1976

Mr. T. J. Hall,

President,

Omnega Hydrocarbons Ltd.,

630 ~ 330 Fifch Avenus S. W.,
Calgary, Alberta.

TiF OLA

Dear Mr. Hall:

BRa: 011 and Katural GCas Lease Application,
SE", “E. JO, m- l. &.- 15 W.P.M.

Your letter of July 30, 1976 to the Honourable Sidney Crean request—
ing the above has been paseed to this Divisiou for review.

In referance to the leass teras suggested in your latter, we would
list cthe following for your comsidaration:

1. That tha terms of the lease consist of a period of nins ysars
(primary tearm of thres years and secondary term of six years)
as per existing regulatiocans.

2, An annual leass remtal as par tia regulatiouns (30.50 per acrs
primary term, $1.50 per acre secondary term, or $0.50 per acre
if producing), or as smended from time to time. The firet year's
rental of $86.00 plus a $10.00 applicacion fee should be sub-
mitted to the Director of the Petroleum Branch along with the
lesase applicacion.

3. The work cosmitment should ba outlined iu detail in your lease
appiication, including 8 time schaedule. Furthar, a stateaant
in the lease that the lease may be cancelled at any time by the
Hinister if the lessee Las not complied with the work commitment
or if the lease is non-productiva.

4. Production of petroleus substances from the lease would be subject
to normsal Crown oll royalties.

LR ) 2



T. J. iall

5. The production of petrolsua substances from any wall on the
lease shall be subjsct to a 5% overriding royalty aftar the
gross proceads of production from the well squal the sum of
tha Crown reyalty plus the drilling and equipping costs of
the well to the point of the flowline valve at the wall plus
moneys expended to oparste the well for the recovary of
patroleum substances.

6. Tha adandouned well located in L.S5.D. 1 of Sectiom 30-1-25 W.P.M.
waich is to bs re-anteresd shall be classified as & new well
under tha regulations.

It would be undarstood that the laase would cover the SEX of
Sec. Ju~1-25 W.P.M.; that is, the oil mining rights down to and including
the Hissiasippian formation. Furthar, the terms of the lease are subjact
to complisnce with the Act and the regulatiouns thereunder as they may be
smended from time to tima.

Tne Division is preparwd to recommend that a lease be isaued to
Oumga tiydrocarbons Ltd. subjest to the abowve conditions. Should you wish
to apply, please forward your lease application, settiug forth the required
luformativn sad a stateasut that you coacur with the above conditions becom—
ing & part and parcel of any lesasa that may be issued.

Commingling of produced fluids from the lease with Washada Uult Ho. 1
productiony vy injected flulds would Lave to be apecifically appliad for
bafore such applications could be given considaration.

Yours sincarely,

lan Haugh,
Assistant Deputy Mintiaster.
ec: Jas., T. Cawlay, P. Eng.,
Deputy Minister.

b.ec.c., = J. 8. Roper
H. C. Moster

HCM/ra
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Pravince of Manitoba

inter-departmental memo

e

Subject

N

Date 76 08 26
I. Haugh
Assistant Deputy Minister From H, C. Moster
Mineral Resources Division Director

Petroleum Branch

OMEGA HYDROCARBONS LTD., LEASE APPLICATION — SE3-30-1-25

First | Fold

PS-f- 25

Attached is a re-draft of J. S. Roper's proposed reply letter to
Omega. The changes made are to:

Item 1. Explains why we would recommend a 9 year term rather than the
suggested 10 years.

Item 2. Would use the existing rental rates which are spelled out on the
lease forms to simplify the amendments which would be regquired
to the lease, if issued (the monies concerned are minimal — eg.
$80.00 per year).

Item 5. Omega reqfiested "recovery of capital and operating expences'.
First draft had "payout of initial capital to drill and complete
the well to point of flowline valve at the well". Recommended
change is meant to be more explicit and would have a built-in
time frame for easier administratiocn.

NOTE - This wording would permit normal production operating costs
to be included but excludes flowline and field separation facilities.

GENERAL:

T received a call from Jack Hall today. He was concerned about
Copperhead's lack of action in southern portion of pool and the approaching
winter which would prevent field construction work if Copperhead decided
or was forced to join waterflood. I advised him of Board's letter to
Copperhead dated 76 07 09 with the October 1, 1976 deadline.

He was also concerned about an early reply on the subject lease
application. I told him of the pending reply and details which he said
appeared satisfactory to him.

HCM/cf
Attach.



DRAFT ONLY

76 08 26

My, T. J. Hall,

President,

Omega Hydrocarbons Ltd.,

630 - 330 Fifth Avenue 3. W.,
GCalgary, Alberta.

T2P OL4

Dear Mr. Hall:

Re: 0il and Natural Gas Lease Application
SEx, Sec. 30, Twp. 1, Rge. 25 W.P.M.

Your letter of July 30, 1976, to the Honourable Sidney Green

requesting the above has been passed to this Division for review.

In reference to the lease terms suggested in your letter, we

would list the following for your consideration:

1. That the term of the lease consist of a period of nine
years (primary term of three years and secondary term of six years)

as per existing regulationc.

2. An annual lease rental as per the regulations($0.50 per

acre primary term, $1.50 per acre secondary term, or $0.50 per acre if

producingll_gzwg§”gmggggg from time to time. The first year's rental
of $80.00 plus a $10.00 application fee should be submitted to the Director

of the Petroleum Branch along with the lease application.

3. The work commitment should be outlined in detail in your
lease application, including a time schedule. Further, a statement in
the lease that the lease may be cancelled at any time by the Minister

if the lessee has not complied with the work commitment or if the lease

is non-productive.

L. Production of petroleum substances from the lease would

be subject to normal Crown olil royalties.
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5. The production of petroleum substances from &ny well on
the lease shall be subject to a 5% overriding royalty after the gross

proceeds of production from the well equel the sum of the Crown royalty

plus the drilling and equipping costs of the well to the point of the

flowline valve at the well plus moneys expended to operate the well for

the recovery of petroleum substances.
6. The abandoned well located in L.S.D. 1 of Section 30-1-25
W.P.M. which is to be re—entered shall be classified as a new well under

the regulations.

It would be understood that the lease would cover the SEf of
Sec, 30-1-25 W.,P.M.; that is, the oil mining rights down to and including
the Mississippian formation. Further, the terms of the lease are subject
to compliance with the Act and the regulations thereunder as they may

be amended from time to time.

The Division is prepared to recommend that a lease be issued
to Omega Hydrocarbons Ltd. subject to the above conditions. Should you
wish to rpply, please forward your lease application, setting forth the
required informetion and a statement that you concur with the above

conditions becoming a part and parcel of any lease that may be issued.

Commingling of produced fluids from the lease with Waskada

Unit No. 1 production or injected fluids would have to be specifically

applied for before such applications could be given consideration.

Yours sincerely,

Ian Haugh,
Assistant Deputy Minister.

HCM/cf
ceCez dJas T. Cawley

b.ce: J. S« Roper
H. C. Moster



PS-1-23
Province of Manitoba

inter-departmental memo

-~ Date 76 08 2L,

Dr. Ian Haugh,

Assistant Deputy Minister, from J. 5. Roper,

Mineral Rescurces Division, Policy Advisor,

993 Century Street. 302 Legislative Building.
S

Subject  OMEGA HYDROCARBONS LTD., LEASE APPLICATION - SE% 30-1-25 W.P.M,

et

Fiist

Further to your memorandum of 76 08 19 to Mr. Cewley, copy
of which was forwarded to me, it is suggested that the proposed letter
to Mr. Hall be revised to include the points outlined in the attached
draft and forwarded from your office. It is also suggested that the
conditions of the lease be discussed informally with Mr, Hall and
a statement that they are acceptable be included with his application
for lease.

Please ensure that bonding requirements are complied with.

J. 5. Roper.
JSR/dw.
Attachment.

c.c.: Jas. T. Cawley.
H. C. Moster.



DRAFT: 76 08 2k,

Mr. T. J. Hall,

President,

Omega Hydrocarbons Ltd.,

630 - 330 Fifth Avenue S.W.,
Calgary, Alberta.

T2P OLL

Dear Mr. Hall:

Re: 011 and Natural Gas Lease Application,
S¥%, See. 30, Twp. 1, Rge. 25 W.P.M,

Your letter of July 30, 1976, to the Honourable Sidney Green
requesting the above has been passed to this Division for review.

In reference to the lease terms suggested in your letter, we
would list the following for your consideration:

1. That the term of the lease consist of a period of nine
years (primary term of three years and secondary term of six years).
This would relate with the lease form presently being used.

2. An annual rental of $1.00 per acre per year for the term
of the lease would appear satlisfactory. The first year's rental of
$160.00 plus a $10.00 appiication fee should be submitted to the
Director of the Petroleum Branch along with the lease application.

3. The work commitment should be outlined in detall in your
lease application, including a time schedule. Further, a statement in
the lease that the lease may be cancelled at any time by the Minister
if the lessee has not complied with the work commitment.

4. Production of petroleum substances from the lease would be
subject to normal érown oil royalties,

5. The production of petroleum substances from the lease shall
be subject to a 5% overriding royalty after payout of initial capital to

drill and complete the well to the point of the flowline valve at the well.



6. The abandoned well located in L.S.D. 1 of Section 30-1-25
W.P.M. which is to be re-entered shall be A¥classified as a new well
under the regulations.
It would be understood that the lease would cover the SEy, of
See. 30-1-25 W.P.M.; that is, the oil mining rights down to and including
the Mississippian formation. Further, the terms of the lease are subject
to compliance with the Act and the reghlations thereunder as they may
be amended from time to time.
The Division is prepared to recommend that a lease be issued
to Omega Hydrocarbons Ltd. subject to the ahove éonditions. Should you
wish to apply., please forward your lease application, setting forth the
required information and a statement that you concur with the above
conditions becoming a part and parcel of any lease that may bhe issued.
Tours sincerely,
Tan Haugh,
Assistant Deputy Minister.
JBR/dAw.
c.c.: das. T. Cawley.
b.c.: J. 8. Roper.

H. C. Moster.

P.S. Tan and Clare - No mention made re comuingling and disposal to WIW
" 6-30. Why? I imagine that Hall wants sOome assurance
that he won't have to drill a separate WIW or be
required to set up a separate salt water disposal
system for one well. Should reference be made to
this item in the letter?




76 08 19

Mr. Jas. T. Cawley, P. Eng.,

Deputy Minister. Dr. lan Haugh,
Assistant Deputy Ministar,
Minsral Resoureces Division.

OMEGA EKYDROCARBONS LYD., Lease Application - SEXx 30-1-25 W.P.M.

Attached and recommended for signature is s letter to
the above Company imdicating the Department's willingness to isaue
sn 011 sud Natural Cas Lsase, subject to several conditioms.

This recommendad procedurs is based primarily oe the
fact that Omegs is in the best position to carry out this re-entry
because of the nearby facilities. The Petrolewm Bramch have examined
the possibility of deepening this well to test formations below the
Mississippian, but because of the small size of the casing, it is
considered that this would not be feasibls.

Lo 1Y
ORI 4

Ian Haugh.

I8/ra
Attach.

eet J. 8. Roper
R. C. Mosterx
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Mr. I. J. Hall,

Prasident,

Omega Hydrocarbons Ltd.,

630 ~ 330 Fifth Avenus §. V.,
Calgary, Alberta.

T2P OLA \

Dear Mr. Hall: \
\
Re: 011 Natural Gas Lease Application,
s“. 4 30. M. 1’ m. 25 HOP.HI

four letter of July
lease covering the SEx of Sect

th, 1976 requesting an 0il and Hatural Gas

In accordance with Section 205 of Manitoba Revised Rsgulation
M160~R1P, you are hareby advised that issuance of such a lease will be subjact
to the followiag conditions:

1. Application for said lsa
Petroleum Branch together
(50¢ per acre) plus & $10.

to be submitted to the Director of the
th the first years reatal of $80.00
application fee.

2. The lease shall cover the S
and including the Mississipp

of Section 30-1-25W.P.M. dowm to
formation,

3. The application shall include\in detsil the work commitment
to be undertaken by the Lessed including a time schedule.

4. The lease may be cancelled in
tha Minister if the Lessee has
commitment or tha lesase 18 not

le or in part at any time by
t complied with the work
uctive.

5. The Lessee shall be subject to the normal Crown oil royslties
provisions under the regulations.:

LN N N 2
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Omega Eydrocarbons Ltd. @ @EDY

6. The abandoned well located in Lsd. 1 of Sectiom 30-1-25 W.P.M.

which 18 to be re-entered shall be classified as a "new wall"
under the regulations.

7. Any well producing from the lease shall be subject to a 5%
overriding royalty on production obtained from that well after
payout of initial capital to drill and compléte the well to
the point of the flowline valve at the well., Such monies to be
paid to the Minister or such other party as he may designate.

If the above conditions are acceptgﬁie to Omega, kindly forward
appropriate application for said lease as par items 1, 2 and 3.

Yours sincerely,

8idnay Green,
Ministar.

ce: Mr. A, A. Koffman

HCM/TH/ra

b.c.c. — Jas. T. Cawley
J. 5. Roper
Ian Haugh

H. C. Moster



DRAFT ONLY

Omega Hydrocarbons Ltd.,

630 - 330 Fifth Avenue S. W.,
Calgary, Alberta.

T2P OL4

Attention: Mr. T. J. Hall,
President.

Dear Sir:

Re: Oil and Natural Gas Lease Application
SE, Section 30, Twp. 1, Rge. 25 W.P.M.

e
We—aekne*&e&ge—receip‘t—efyour letter @:wf{July 30th, 1976
requesting an Oil and Natural Gas Lease covering the SEj of Section
30-1-25 WoP.Me 5 acﬁncwftdﬁdﬁ'

In accordance with Section 205 of Manitoba Revised Regulation » //
M160-R1P, you are hereby advised that w 3 ?/""' ot
G20 b - frerey = 9 ) eV ok

&1 i S'ft.{gs.{"' N
anc—iierbueee = ; e b .i?suggegg ’tgcthe following g
conditions: .

s¢ fe
1. ﬁxﬁpplication for algl/lease be submitted to the Director of the
Petroleum Branch together witﬁ the first years rental of $80.00
(50¢ per acre) plus a $10.00 application fee.

5. The lease shall cover the SEf of Section 30-1-25 W.P.M. down to and
including the Mississippian formation.

3. The application shall include in detail the work commitment to be
undertaken by the Lessee including a time schedule.

L. The lease may be cancelled in whole or in part at any time by the
Mimister if the Lessee has not complied with the work commitment
or the lease is not productive.

5, The Lessec shall be subject to the normal Crown oil royalties provicigons
under the regulations.

6. The abandoned well located in Lsd. 1 of Section 30-1-25 W.P.M. which
i¢ to be re—entered shall be classified as a "new well" under the
regulations.

- & ® 2
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7. Any well producing from the lease shall be subject to a 5% over-

riding royalty on production obtained from that well after payout

of imitial capit@l to drill and complete the well to the point of

the flowline valve at the well. Such monies to be paid to the

Minister or such other party as he may designate.

foundlly frore
If the above condi}io are acceptable to Omega, please make—
appropriate application for lease as per items 1, 2, and 3. _Zpen
ot 1ieabs . 11

Yours sincerely,

Sidney Green,
Minister.

c.c: A+ A, Xoffman
b.c.c: Jas. T. Cawley
b.c.c: I. Haugh
b.c.c: H. C. Moster

[‘\‘ . :_.\“.\/
. \‘
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DEPARTMENT OF MINES, RESOURCES AND ENVIRONMENTAL MANAGEMENT

ROUTE SLIP
TO H. C. Moster FROM  1an Haugh
TO FROM

e ——

[ For your approval or revision n] Reply direct with copy to me (3 Please sign

{7 For your informatlon ) ﬁle%’-};e supply data for my [] Please return
[] Please take action [] Return with comments [J Please see me
. d/or recommendations
Extracts of minutes for your an
information and action O Investigate and report (J Please phone

e e

[] Please draft reply for signature of MINISTER
roslgnattr o o ——

e

Date 76 08 02 Subjeét Lease Application
Message - T- J- Hall

-

MNR-A-H4 Use reverse side If necessary

T
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DEPARTMENT OF MINES, RESOURCES AND ENVIRONMENTAL MANAGEMENT

- ROUTE SLIP
TO  w». J. T. Cawley FROM Irma Kelm
TO0 FROM
Dr. I. Haugh Jas. T. Cawley
[J For your approval or revision O Reply direct with copy to me ] Please sign
O For your information O il}i)al;e supply data for my [ Please return
O Please take action [ Return with comments [] Please see me

] Extracts of minutes for your and/or recommendations

information and action 1 Investigate and report [0 Please phone

7 Please draft reply for signature of Minister.

Date 76 08 03 . Subject

Message

e Lease Application -

MNR-A-9%4 Usge reverse sgide if necessary



AUG D 1978

TELEPHONE: (403)261-0743 630330 FIFTH AVENUE S W, CALGARY, ALBERTA T2R:GLFAN: LARIY MUGITEL

Honorable Minister Mr. Siddey Green
Department of Mines, Resources and
Environmmental Marnagement,
Govermment of Manitoba,

Winnipeg, Maunitoba. 3’} Ql:)(’”rw.;;
Dear Sir: 'Qgi‘ U . ;jﬁ

Re: Lease Application
SF%, Section 30, Twp. 1, Rge. 25WPM

Omega Hydrocarbons Ltd., is the owner and operator
of a waterflood scheme covering the W%, Sec. 30-1-25 and would
like to acquire a Petroleum and Natural Gas Lease on the SEX,
Sec. 30-1-25.

This parcel contains an abandoned well located on
Lad. 1-30. ' The well was completed and had been produced for a
brief period, recovering some 2000 barrels of oil combined with
formation water, following which it was abandoned in July, 1957,
because of economic conditions.

It is proposed that the well be re-entered for the
purpose of establishing production in the Tilson member of the
Mississippian formation, which was the former producing horizon
referred to above. This is the lower member of the Mississippian
horizon and will not be effected by the waterflood.

Considering the limited economic prospects of the
project we propose the following terms:

1. A primary lease term of ten years providing for an
extension if held by production.

2. Annual rental of one (1) dollar per acre per year.

3. A work commitment as outlined above in lieu of a
a bonus payment.




4. The standard royalty of 12%% plus a 5% overriding royalty
to Manitoba Minerals Ltd., to be effective after recovery
of capital and operating expenses.

5. Designate this well as a new well for Minerél Tax purposés.

6. Allow Tilson produced water to be commingled and disposed
into the water injection well in Lsd. 6-30.

If the above proposal is of interest to the government of
Manitoba, Omega would be prepared to enter into a lease agreement along the
lines described.

An early reply would be appreciated.

Yours very truly,

OMEGA HYDROCARBONS LTD.
A

. . Hall,

President.

TJH; jw

c.c. Mr. Albert Hoffman

Aoa
TS AN

'

- {: /_{ (
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Province of Manitoba

inter-departmental memo

Date 76 08 11
Dr. I. Haugh,
Assistant Deputy Minister From H. C. Moster,
Mineral Resources Division Director

Petroleum Br%Pch

apartment of Mines, Rescurmes

& DInvironmernial Manas
Fracrdl Resources Division

First | Fold

,- AUG 13 1578
Re: Lease Application

SE2-30-1-25 W.P.M. RSSISTANT LUTY MINETER
Omega Hydrocarbons Ltd.

Attached is a memo to J. S. Roper dated May 28th, 1976 outlining

general information pertaining to the subject area.

With respect to the recent application by Omega for a lease on the

subject area the following comments are presented:

1.

There is a good possibility the abandoned Imperial California
Standard Hernfield 1-30-1-25 well can be successfully re-entered
and made an economic Mississipplan producer under the right
conditions.

With Omega being the operator of the offsetting lease with existing
field processing facilities, they would be the most likely party

to be able to carry out such an operation economically (No need

for additional battery costs or water handling and disposal
facilities).

The estimated capitol cost of such re-entry would be approximately:

Surface Lease, Survey, Lease Prep. = 3 3,000,
Drilling Costs = 5 - 10,000,
Wellhead Equipment & Pipeline = 10,000.

TCTAL $20,000.

It is expected the well coul be re-worked (perforated and small
acid joﬁs to increase initial oil production to 10 to 20 B.0Q.P.D.

Depending on water compatibility, the produced water from 1-30
could be used in the waterflood project in Waskada Unit No. 1
(W5-30-1-25).

The well would qualify to be classified as a "new well" under our
Regulations (identical to Berry Pierson 5-15-3-29 re-entry)
(i.e. - recovering oil which would otherwise not be re—covered).
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7. The 5% overriding royalty after recovery of capital and operating
costs to that date appears reasonable. Such holiday period would
compensate for the risk taken by the company.

Note — The recipient of such overriding royalty (Dept. or M.M.R.)
should insure such monies are earmarked for future PETROLEUM
expenditures.

8. This 1-30 location is situated on the crest of one of the most
pronounced structural highs in the area. The initial well was
drilled to 4300 ft. or 347 ft. into the Duperow. This well would
be an ideal candidate to be deepened to the bage of the Devonian
{(Ashern) at approximately 5000 ft. to determine what is supporting
the structure (is it a Winnipegosis reef or is structure the result
of differential salt solution).

The additional work required to perform such a test would be to

drill out the two lower cement plugs in the open hole section

below the base of the production casing (at 3220 ft.) and drill

the additional 700 ft. This would require a large rotary rig with

adequate depth rating and is estimated it could cost in the neighbour-
?{- hood of $ 57,000 « A brief inquiry to Omega as to its interest

in such a test was that for the additional high capital cost and risk,

without a large land play to protect it (approx. one township), they

certainly could not Jjustify such a prospect.

Note — A deep test in 9-13-1-26 (approx. 2 miles to the SSW) tested
2L0 ft. of gassy salt water on a DST of the Winnipegosis on the
flank of a Devonian structural high.

3. Our present leases are for a primary term of 3 years plus a secondary
term of 6 years, with 6 year renewals if held by production.

10. Lease rentals are 50¢/acre/year primary term, $1.50/acre/year
secondary term or 50¢/acre/year if producing or $1.00/acre/year
under renewal periods (not producing).

.. .3
% Auad on A Sl /-_,L.Mm,bﬂ_ g een T T Wﬂ/—lz% ot
(’(«‘VL/K ' 4'—7(‘ A—f/'-'CA 0‘(71% /LW M-f.zt—/l_. MYW@] ,m? (f}i /:);
e “bubﬂ‘ ool ractd wnmrsbued Jﬂfﬂﬂb£;2(/ o cwrrnan
494,1:47» ﬂ&__ 0&&274,14«% m Aut’)Z/ g ‘GV‘L 7!53’1’4__‘9 - . . o
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11. As this land is Crown minerals it would be subject to normal Crown
royalties, not Mineral Tax as referred to by Omega.

RECOMMENDATTIONS:

That the attached draft letter be presented to the Minister which
would indicate the Department's intent to issue a lease subject to

the conditions listed.
7%@%/

H. C. Moster

HCM/cf
Attach.
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Ee T« lioricrs
Lircector,
Peirclows Drancls

aining to the 5:3-30-1-25 UPH

1, history of leuce ownership and sotivilys

June 15/L7
July /4
June 21/57
July 3/62
June 19/63
July 27/

Cet, &/¢8

July 27/%3

At Frecent

Trect pert of G. & Go DRecervetian Ho. 4 held
by The Zalifornia Stendrrd Compiiye

Ieese f 623 was iosued to California Stamdsrd
Iindted covering bi ~30-1-25 Wll.

Leese #* 623 rccuced to &0 zeres cow:ring Lsds 7
cnd 8 in Scetion 3C ond new leroe . 1587 coverdng
Lede 1 md 2 escigned to .m;_ﬂrial i1 Idmited (1956).

leare ;¥ 1,87 ues cuancelleds
lerge # 623 wre coineelled.

Lerse § 2060 wee ivcued to Liren Fetroloum and
Finersle Itc. covering SEI-30-1-25 (T snd
Skt —24=1=R6 SIile

Bie n Fetrolews end Hinerale Lid, tecigned ald
interest to iic-smn i-plorcticn Lids (under
Decument & TL6-0)e

Leace o 2060 (covering the cme Lroc; wes
renewed in the nine of Hid-len Lorlovelion Ilde

Fid-Gen Lvylorstion Lice corirmed pirt of the
lesse (&1 -30-1-20 LIl in tie nce of Troy Cale
Ltd. (uncer Tocwwept # 927-C). #Troy acting onm
Lelall oi lid uncer haskudl AFreemencs

Troy (ile Lude canicelled thelr poriicn of the
Lewge (Oih cection 30=1-Ru %L, (vnier Document

F 76=3 cricetdve Jpril 13, 1975«

(il and Lhotural Coa Lesse f 2C80 concists of
Sin=2l-1-26 WIX in the Nowe of hic-Can Ixploration
Lide .

5I1=30-1-2L WEY is now KOT ULILD I2A0L.

000.2
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2o Tetoile of well hi::toz-y Gl 1...')()..1_2:’ W,

-~ Yell nene — Inperdal Seddfornda Stenderd hicznfield
1-20-1~55 (fdocnse Los 1162).

- Tie well wee epudded on July 10, 1956 end coupleted on
Mgues 1y 1956,

- Vell wor Orilled by Duperiel Cil Idmdtec.

- ¥l cdevedlss
(s) The well wis expected o produce from the
Hdsedselpplun wnd Devondan Wocdbend Group
(equivalent to Dupcrow Formuiionje '
(b) The well wee drdlled 347 fect below top
of Iuperow fornction (34953%) to wetl depth
iy 300 fecls

(c) Took core 3,C10 = 3,060 (') in e
[Hesicoipplen.

(¢) HMiseicsirrian rocks were truncoled by
port Misslerd; pien orogeny covn Lo Zrcion
Canyon lio-1 Lodse  Top Mo=L = 2,0 41 (~1,36C" )4
Pa Be = 15007 DST = 3,014 = 343215
recovered 3C0Y oll {57 Apljy 300 colt weter
end 307 ud.

(¢) Deveniun formiztions were drill riol
tected in Hiclku fomationy recovered 1,480
Lolb woters  Lxdl) ctenm deet of Dupciow
reeovered 2YCT calb witer.

(£) uell wes plugged burck to 34220 (d
~ perforcted dn Wie lisciscippicen lic=l Lods

el 39013 %= 317" /. cslots one footy ¢nd

completed ¢o llepicsipplen odl well,

5T ogooing cet € 3,220%

() Procuction results —
Well on prepuction:  AIZUCT sy 1926
Produciicn: ‘ML Movaler 1956
tradeive odd preduced: 2,290 borrels
Cumuletive wabter produccd: 2,244 barrels
Doya en production: 99 deys
well wes cuspended on Novewber 1956 and

ehanconed by Inperdel 11 ou July 19y 1927

nitdcl procuctiong /O buis lifCoy

i

-1 . e ¥ fa . ot .
Bgi). & ‘nq?—b,.' 32.2 aeC.g 6 C‘.-;\f Loy

(1) Irescni ctatus:  Abendoned odl well

.'..3
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FROIUSTICN BICTCRY

il kaier
1956 Liye Irod, Izily Prod, Iadly 41 & yster .
Mg, 18 543 30.1 199 11.0 V] 27
Septe L0 759 2,3 68y 22,8 3 LT
Cete =1 £79 21,9 654 2243 o S0
Fove 20 237 1.8 667 33.3 26 Ui

(Abendorricat ¢ licciion stated production dropped to 6 uOrD with 20 BaPL

or 77 woter cule;

3, Ascessment of Tetroleum Folential of Sy

Kell 1~70-1-25 WF! wes drilled in 1956 on the crest of & sedsmic
ctructure bigk nmrpned on top of the Devenlan System, This snotialys e shown
en the cttaclod 1.0, occupies the srea cormered by Scetlono 19, 20, 29 und
30 Tpe 1y Rgee 2. WTH.

Top of Devonian Systen, being the first mapcblie hordizon not affected
by tke post lZr-icciryrien orcgenie rovenent, ie teken to represent the irue
ctruciurel caraisurstion in the cret,

A5 clovn fronm the procuction Listory table, the well wes ebandoned
et & celly oil rroduction of rpprorimately 6 - 12 berrelefdrye. Thie prod-
wetion reie £, ticl tike wie quile low (In 1936) coupirce Lo then discovered
flcldsy Dedly «nd lerth Virden Seddlion. The cuping weo left in the Lole but
out off 3 feet Lclou pround levely Bolier eusi drom bridpe plug ceb at 3,000°1
%o Bey Yan 5 trais ccuient rurfice plug end welded on sieel pletess

As rlevm by e€leetrie log interyretationy the top of liseiseippien
o=l beds 12 ab 3,010'. There arc 3 fcet of cemse (39018 ~ 3,012) none
porcus sectiony vho well wes porforated &b 340137 = 3017 Torcsity of
tiie section ir calenleted wo Le rbout 4 « (dl-uwcier contuet iz interpretted
ct 5,020% Forosdley dnm bhe woler ceclion dnerecsce to 1C, e

041 vrocuction wie from & 7' scctiony perforated dn the tap &%
with & peroadty ol 4

Ae 1L aoreors fras e sedeide mop et 1-50 vicw dillled om the
Idgtest locrtden on the slrveturcy wiere there cre only 6' of cawrbanate
rection with i vovorily. Tlds fact does not encouripe any further LGcldvity
in the oL queritcr oX Jeciion JU WMgne Ly (0 27 Wlie

There wis no further drillins in SL)~30 for the lwenly ycors
fellouing the (ridiisg of 1-3C dn 19026, The lackace licld rclls were drilled
in 1967, Lui ey are prouucdng from connlevely differcsn. cee (Hiew3D).

l...ll'



Conelurion

- The zone lio~l procuction in the 1-2C well will be wet to the
routhwest cue o the dowmdip in ilat cirectdon wiile the zone of Mo-d
production in the iaskuds Tleld will be croded (trunc.ied; to tue easte

There forey no furtler drilling ls recousenced in S
Section 30-~1-2. ilie

There ic the pocoibility of 1 - 2 marginel wells in the St-29~1-2
tat such rmell cccuruletion wouldd not werrant drilling.

He o Notster
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Province of Manitoba

Department of Mines, Resources and Environmental Management
..] Mineral Resources Division Petroleum Branch
~ 993 Century Street
Winnipeg, Manitoba
R3H Ow4

March 30, 1976

Tymer ot ol g ,. .
.Omega Hydrocarbons ILtd., . 3 Rv'*fﬁA“Q e
571, — 330 Fifth Avenue S.W., Y AT

Cal, Alberta. , ) S
T2PgSIL¥,,’ L}ﬁ/ iR 29 W6

Attention: Mr. T. Jack Hall, B
President Fuoi TRATY

T [Syid AN ISTER

Dear Sir:

Re: Temporary Approval for Water Injection
Omega Waskada 6-30-1-25 WPM

At the 0il and Natural Gas Board hearing March 12th you stated
that the Waskada reservoir was severely underpressured and you
requested commencement of repressuring by water injection as soon
as possible. Therefore, in the best interests of conservation and
good oil field practice, the Board not having received any official
objections to your proposal has instructed me to advise you that you
may initiate injection of water into the Mission Canyon formation
through Omega Waskada 6-30-1-25 on April 1st, 1976. An official
Board confirmation will be forwarded shortly.

Please contact our Virden office prior to commencement of
injection operations.

Yours sincerely,

o g 1T N

H. C. Moster, P. Ing.,
Director, Petroleum Branch

HCM/cf .
¢.¢e The 0il and Natural Gas .- o

Conservation Board, ’ /
c.C. Virden Office



Pruvince of Monitoba

inter-departmental memo

The 0il and Natural Gas Date 76 O1 29
Conservation Beoard: ¢
Jas. T. Cawley, P. Eng., Chairm m”‘girg;tggster

J. S. Roper, Deputy Chairman !
w I, Haugh, Member Petroleum Branch

PS--25

First l Fold

Subject:

Unitization and Pilot Waterflood Application
Omega Hydrocarbons Ltd.
Waskada Field

Background:

The Waskada Field is located spproximately 55 — 60 miles
south of Virden and 4 miles north of the Canada - U.S. border. It
was discovered in 1967 and to date contains 10 oil wells (Presently
7 producing and 3 suspended wells). The field produces light gravity
crude (37 API) from the Mississippian Mission Canyon (MC~3b) formation.
No water has been produced from the 6 Northern wells, whereas small
amounts of weter have been produced from the 4 southern wells.

Attachment 1 shows the layout of the wells, their ownership, the portion

of the field proposed for unitizstion and the initial proposed injection
well for the pilot waterflood.

The initial pressure of the pool was 1,358 psi (original
pressure on the discovery well 11-30-1-25). The present pressure
within the pool, or atleast in the northern portion, is very low
(approximetely 50 psi). The estimated bubble point pressure is 1,535
psig indicating that since discovery, the pool has always been saturated
and possibly has a small gas cep. The following are reserve estimates:

Total Area Proposed Unitized Area
D & S Study Branch Omega Branch
Original Oil-in-Place (bbl.) 2,876,000 2,786,000 1,597,000 1,974,000
Cum. Prod. (Dec. l/75)(bbl.) 502,422 502,422 - 325,311 325,311
Recovery to Dec. 1/75 (%) 17.5 18,0 20.4, 16.5
Primary Recoverable (bbl.) 719,000 985,500 399,250 664,500
Primary Recovery Factor (%) 25 35 25 33.7

Total Recoverable (Prim, &

Waterflood)(bbl.) 1,438,000 1,504,000 798,500
50

Total Recovery Factor (%) 54, 50

1,085,000
55

* - - - 2



Discussion:

A. Factors pertaining to the unitization application:

1. Omega in a letter dated October 6, 1975 submitted a draft
of a proposed Unitization Agreement for comments as to its acceptability.
Because Omega is the only working interest owner in the proposed unit—
ization area,it presented an agreement which did not provide for the
normal operating provisions of the plans presently in effect in Manitoba
(i.e. excluding organization of the operating committee, powers and
duties of unit operator, individual rights and privileges of working
interest owners), The Agreement was modelled after the standard model
agreement presently used in Alberta. The proposed Agreement was reviewed
and saggestions (approved by J. S. Roper) were made to Omega with respect
to changes which would provide similar Bosrd controls on operations under
this Agreement as are presently contained in existing unitization agreements
in Manitoba. .

Omega amended the proposed Agreement, as suggested by the
Branch and submitted the amended agreement entitled "Unit Agreement -
Waskade Unit No. 1 Manitoba, Canada" as an application on December i3,
1975. A review of this final draft Agreement has indicated the following
changes are required: '

(a) The title under Article VIIT on Page 12
should read "USE, LOSS AND REINJECTION OF UNITIZED
SUBSTANCES". '

(b) The heading for €0l. on Pg. 12 should
read "Use or Loss".

(¢) In Exbibit "A" of the Agreement the
applicant has divided the proposed unit area
into 2 multiwell tracts with a tract participation
factor for each tract (not each well). The basis
. for this is the common royalty ownership in each
tract. Because of the method of calculating
provincisl "Mineral Tax" (on production from or
allocated to individual wells), it is required
that the tract perticipation factors for the
two (2) wells on freehold minerals be shown
individually (namely 11-30 end 12-30). To
allow for future similer problems on other wells
in or to be included in *he Tmit, it is suggested
that this requirement be placed on all wells
(i.e. — single well tracts only).

(d) Exhibit "C" should 2lso indicate the
following "Omega Waskada 4-30-1-25 (WPM) —
K. B. 1552.4%.
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2. The method of calculating Interim tract participation
factors has required clarification and is presently being checked by
the Branch.

3, The Mines Act [Section 74(2)] #llows for voluntary unitiz-
ation without a Board hearing or unitization order (unitization agreement
requires Board approval). This alternative is not recommended as it
provides little Board control once initiated.

L. This unitization application is for only a portion of the
Waskada Field. We believe the D & S Study conducted in 1974 covering the
whole pool was jointly financed by both Omega and Copperhead. The overall
recommendation of the study was "that the pool should be waterflooded as
soon as possible". The application states that Omega "have not been
successful in persuading Copperhead 011 Co. and its partners who own three
adjoining wells on the south end of the pool to perticipate in the proposed
flood". A major factor therefore in this application is to whether the
Board should attempt to exercise its power under Section 76 and 77 of The
Mines Act with respect to holding a hearing uponits own motion to consider
the advissbility or necessity for the operation of a part of a pocl or
field as a unit (namely the southern 4 wells). Section 77 requires the
Board to have consent from 75% of both the working interest owners and
the royalty owners before a unitization order may be made. As the present
application only covers 6 of 10 wells or 60%, the above requirement would
not be met. As the flood is only a pilot at this time, the Board if desirable
could act under Section 79(3) at some future date to force enlargement of
the new unit.

: Copperhead's reasons for not wishing to be part of the
unitization and waterflood at this time are not presently known. However,
a letter has been sent to Copperhead, dated January 23, 1976, requesting
them to state the reasons behind their decision not to participate in
this project. It is believed that Copperhead's refusal is mainly due to
economic reasons (Attached hereto is a copy of a letter dated Jamary 21,
1976 from Copperhead with respect to other concerns the Branch has with
the company). At present there is no royalty or mineral tax reduction
on additicnal production due to secondary recovery. This may be the point
on which Copperhead would attempt to justify its not entering the project
at this time. Omega has stated verbally that it has considered, end may
make, a request for such treatment, but is proceeding with it's epplication,
mainly due to the fact that 4 of its 6 wells are situated on Federal minerals
and therefore only subject to a straight 121 royalty. These 4 wells
therefore ~vr not affected by neither the rrovincial Crown incrementail
royalty nor the freehold mineral tax. The difference between Federal
royalty rates end total freehold royalty and mineral tax rates in Manitoba
can emount to as much as an additional 31.65% (off the top) at production
rates over 25 BOPD, The maximum provincial crown royalty is IR
Production from freehold minerals is subject to a similar maximum reduction
at production rates over 25 BOFD.

nto.L}
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The proposed Unitization Agreement provides for enlargement
at a future date.

A list of questions regarding the unitization application shall
be prepared prior to the hearing.

B. Factors pertaining to the pilot waterflood application:

The immediate need for commencement of a waterflood scheme in
this pool is supported by the extremely low zpparent pressure in the
reservoir. The reservoir should respond favourably under waterflood with
the major potential problem being the free gas saturation expected in the
reservoir due to the major pressure drop below the saturation point.

_No reasons are evident at this time as to why a pilot waterflood
should not be approved.

The D & S Study did not indicate that there was no need for a
flood in the southern portion of the pool. An enlargement of the water-
flood project to cover the entire pool will be dependent on the results of
the proposed pilot. The power given to the Board under Section 62(9) (d)
of The Mines Act could be exercised, if required at some future date, once
the initial pilot's results are known. The pressure maintenance order
covering the pilot could contain a condition requiring a pool wide water—
flood scheme be implemented at a future date if in the Boerd's opinion it
was warranted. :

The proposed pilot injector is one of the wells proposed by the
D & S Study as en injector under a 5 spot pattern. This location appears
suitable with respect to this application (an Omega pilot waterflood) and
should not create any lease line migration out of the proposed unitized
area,

The Branch is continuing to receive and process sdditional data
from the Applicant on the technical items relevent to the application.

A“comprehenSive list of questions regarding the pilot waterflood
shall be compiled for the hearing.

Recommendation:

It is recommended that this dual spplication be heard et a

public hearing.
%‘EZ! =

He C. Moster
HCM/ et
Attach,




Arracument ¥ 1

EXHIBIT "B"
ATTACHED TO AND MADE PART OF AN AGREEMENT ENTITLED

" UNIT AGREEMENT - WASKADA UNIT No. i "

R.SWI

32

<>
Proroscd
UNIT AREA

TRACT

---------- 30

o [ ]
Omeca OmeEGA

b
Om:eal 0’\16# }FREEHDL

Waotar Source
n-29
O &

FebERRL
C RowN

>

v
greLd B°
LEGEND

4
@ FPROPOSED INJECTION WELL
O WATER SOURCE WELL
® PRODUCING OIL WELLS

'¢' ABANDONED

e
Ceepechical  Corpapoth
hid

e [ ]
Coppenneal, CoppednsAb

Faesiolh

&

T

WASKADA UNIT NO. |

SCALE: 2" = 1MILE DATE : DEC, 1973




. %”oﬁﬁm/wac/ Cif %mn/mmy YLioncled

P. 0. BOX 1027
418 BEVENTH AVENUE SOUTH

VIRDEN, MANITOBA
OFFICE OF ROM 2CO TEL: 204 - 748.2624

THE PRESIDENT

January 21st, 1976
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'
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Petroleum Branch, JAN x
Dept. of Mines, Resources and Environmental Manageyent, 1976

993 Century Street, #0345
Winnipeg, Manitoba PETROLEEQ} Bﬁqfuuf

_ (T Ervy]
Attention: H. C. Moster, P.Eng. —*J
Dear Sir: RE: Suspended Well Operations

We enclose herewith applications to
suspend production as per your letter of December 18, 1975 with
respect to the following:

Copperhead - Tilston #9-31-5-29 7
" 1 #10-31-5-29 ~
" : n #11-31-5-29 7
n u #15-31-5-29 -

Copperhead-So.Regent #6-7-4-21 -

Copperhead-Waskada #12-19-1-25 -

The Tilston wells have not been
producing for some time and for reasons given. It is hoped that,
as our Company's economic position improves, these wells will again
be placed on production by methods and with equipment that will be
less costly than the methods used to date, and it is for this reason
that we do not wish to permanently abandon the wells. Also, with the
high cost of abandonment, at least %$3000.00 for each well, our company
cannot afford to abandon the wells at this time,

The South-Regent well can only be produced
during the summer months, due to the lack of natural gas required for
treating purposes, and to overcome severe freezing conditions.

The Waskada well, although it cannot
produce on a commercial basis, due to the problem and cost of disposing
of the salt water, might be able to produce when a disposal facility
becomes available in the immediate area. Another possibility would be
to convert this #12-19-1-25 well in to a disposal well to accommod ate
our own water production if this situation should arise as time goes on.

continued..




With regard to the South-Regent #7-7-4-21
well, we propose to abandon this well as soon as our economic

position permits, and an application to abandon will be submitted,
hopefully, before October 1, 1976.

We trust the foregoing will meet your
requirements.

Very truly yours,

COPPERHEAD OIL COMPANY LIMITED

teve Hegion, B.A?Sc., P.Eng.,
SH/G President

encl.

s 2 ek B s
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JSR

JSR

JSR

JSR

(Proposed Questions for Hearing)
Omega Hydrocarbons Ltd.
Waskads Field
Pilot Waterflood & Unitization Application

L "

PILOT WATERFLOOD APPLICATION

PExhibit No. 1 - Unit Proposal & Waterflood FPlan"

1,

3.

Le

The five typographical errors in Exhibit No. 1 have been corrected
in accordance with your letter dated February 17, 1976. They are:

(1) Table of Contents
Delete the word "Discussion" and add the word "Introduction".

(2) Page k4 line 2 — Water Injection Facilities
Delete the Words "Figure No. 5" and add "Figure No. 3",

(3) Page 4 the third 1last line after the word production
Add "(438 barrels)" including brackets.

(L) Page 5 - Second last line of the second paragraph
After the words — A typical - delete the word Mwell"
and add the word "water".

(5) Page 6 — line number 7
Add the word "Initially"™ to the sentence so as to read
"Initi aj.ly, the Only Cha.rlge anticipated ssene M

Are there any further corrections the Applicant wishes to make to this
or the other exhibits at this time?

On Page 1 (Exhibit No. 1) the Applicant has stated that both Copperhead

0il Company Limited and Whistler Petroleum Ltd. were requested to

subscribed to the D & S study (Exhibit No. 2) and organize a Steering
Committee. Could the Applicant please explain what interest Whistler S
Petrcleum Ltd. has in the Waskada Field? (none known to Petroleum z "
Branch, four southern wells owned/operated by Copperhead). SUS
On Page 2 (Exhibit No. 1) under Interim Period. Should the description

of Interim Period in the last line also include the phrase "but no .
later than Sept. 1y 1977" as is stated in the proposed Unit Agreement rAS
(Bxhibit No. 5, Section 601)

On Page 5 (Bxhibit No. 1), line 4, the epplicant has stated the "injection
rates indicated that the well (6-30-1-25) would accept water in the range
of 1,000 barrels per day with zero wellhead pressure." On what basis is
this statement predicated? (our records for Oct./75 indicate the well
took a feed rate of 1 bbl./min. (1,440 bbl./day) under 1000 psi. pressure
and 1/} bbl./min. (360 bbl./day) under O psi pressure).

00..2

ok

P



JSi

JSR

JSH

JSR

JSR
JSR
JSR

JSR

JSR
JSR

IH

IH
IH
IH
IiH
IH
IH

IH

5e

6.

7.

8.

9.

10.

1.

12,

13-

lho

What are the initial and final expected wellhead injection pressures
for 6-30 and the corresponding injection rates?

What steps are going to be taken to insure proper measurement of
injected water (volumes snd pressures)?

What safety features will the injection system contain to prevent
pollution (SW spills)?

Has the applicant carried out, or have plans to carry out, compatibility
tests between the source water (Blairmore Formation — Lower Cretaceous)
and the produced water (Mission Canyon - Mississippian)?

What is the expected "fill-up" time?

At what injection rates? (Volumes and pressures)

Explain measures to be used to prevent corrosion problems?

Does the Applicant expect the production capscity of any of the wells
to exceed the Field allowable (60 BOFD)?

What is the handling capacity of the proposed Unit battery facilities?

What steps does the Applicant propose to teke to monitor the response
of the pilot waterflood with respect to: 4

(1) injection profiles end waterflood fronts
52; reservoir pressures
3) water breakthrough

"Ixhibit No. 2 — Waterflood Potential - D & S Consultants”

1,

2.
3.
L.

-
.

6.
7.
8.

What is the Applicant's feeling as to whether or not a "small gas cap"
was present initially in the pool?

What was the initial pressure of the pool? (1358 psi.)

What is the present pressure of the pool? (50 psi.)

Is this low pressure representative of the entire pool? (southern area)
Jhat is the producing drive iu the pool?

Are the ten 0il wells producing from the same pool? (MG-3b)

Is there any evidence of an active aquifer? '

What, if any, is the response of such natural squifer?

* & & & 3




IH

JSR

JSR

JSR

JSR

JSR

JSR

JSR

JTC

JTC

JTC

JTC

JTC

JTC

JTC

JTC

9.

10.

11.

12.

13.

15.

16,

17.

18.

19.

20,

21.

22.

23,

2L,

-3~

Under Geology on Page 4 (D & S) it states “The pay zone is impermesble
to the west due to a facies change." Is it not true that the beds
dip to the west and are water wet (porous), not impermeable as stated?

Why was pressure maintenance not studied yesars sgo?

Have reserves been lost due to the pressure being permitted to drop
so low?

Does the Applicant anticipate having to repressure the entire pool
(10 wells) before response is felt in the northern area (6 wells)?
If not, why? (same pool) :

Will the southern area of the pool feel any response (pressure) from
the pilot waterflood?

What is the present gas saturation in the pool? (D & S estimate
slightly less than 30 percent) :

What are the anticipated problems such gas saturation may have on the
success of the waterflood?.

By what mechanism shall the free gas saturation be reduced? (2nd para-
graph, Page 6, D & 5) (re-dissolved or produced)

Was there a significant reduction in the initially expected costs of
the scheme when the need to drill a water source well (Page 7) was
precluded with takeover of the 11-29 well from Manitoba Mineral Resources

Ltd.?

If the pilot waterflood proves successful, what will be the next steps?
(enlarged waterflood)

Will Omega continue the expansion of the waterflood without the inclusion
of the 4 southern wells (Copperheads) in the program?

Has Omega plans to drill on 13-30 as per the recommendation of the
D & S study?

How well are the pool's limits delineated?

If the pilot fails have you any alternative plans with respect to
enthanced recovery?

Due to the present low pressure in the pool does the Applicant feel that
a complete waterflood scheme for the entire pool might be the proper
step at this time? (if not, why).

Does the Applicant have any knowledge of why the southern portion of the
pool does not also require water flooding at this time?

cc-otl-




JIC

JTC

JTC

JSH

JSR

JSH

JSH

JSR

JSH

25,

26,

27¢

Is the Applicant aware of Copperhead's reasons for not Joining the
scheme at this time?

What are the estimated remaining primary and ultimate recoverable
reserves for the Omega portion of the pool with and without water-
flooding? (167,480 bbl, and 803,600 bbl.)

Has the recent gas production measurements reveiled anything new
with regards to the reservoir?

WExhibit No. 5 — Unit Agreement — Waskada"

Amendments Required:

1,

2.

1+-

5.

Should the title under Article VIII on Page 12 read "Use, Loss and
Reinjection of Unitized Substances'" instead of "Use, Loss and Storage
of Unitized Substances".

Should not the heading of 801 on Page 12 read "Use or loss" instead
of "Use of lLoss".

The present mechanism for calculating Freehold mineral tax in Manitoba
requires the actual production from, or allocated to, individual
wells. For this reasonit is required that an amended Exhibit "A"™ be
filed that indicates tract participation factors for individual wells.,
(Such values can be easily caleculated from the data on Table 1 and 2 of

Exhibit No. 1).

Exhibit "C" requires identification as to the well it represents.
(Omega Waskada 4-30-1-25 (WPM), KB = 1552.4').

Request that an additional elause (1505) be added which would read as
follows:

1505 All operations conducted under this agreement shall
conform to all appliecable statutes, regulations and other
legislation in effect at that time."

(This will clarify the operator's powers under such sections as 401).

Questions:

1.

(a) Could the Applicant please explain or clarify the meaning or
intent of Section 502(b) on Page 7? (who has final decision?, the
Board under Section 13127)

(b) Similar for Section 9017

--oos
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JSR

JSR

JSR

IH

JTC

JTC

2.

3

L.

5e

Te

8.

9.

Under 601(a) on Page 9 it states that in the determination of the
Interim Tract Participation for a tract an adjustment for "down time"

was made.,
(a) What is meant by, or the definition of, "down time!'?

(b) Does "mechanical down time" include circumstances of
nature such as spring flooding?

(c) Do operations such down due to government road ban
restrictions fall under “down time"?

(d) What &ll are included under "mechanical down time"?

Would the Applicant pleese explain how end why the "Correction for
down time" values indicated on Table to Exhibit No. 1 were determined?
{what caused down time?, how correction derived?, validity?)

see attached Table A and xeroxed production cards)

Why was no "down time" correction made for:
(a) 6-30-1-25, 6 month period (March — August 1975)7
(b) 11-30-1-25, 6 month period (March — August, 1975)?

For the well 12-30~1-25 would not a correction of 400 barrels" (May,
June 2/3 July 1975) been more appropriate than the "250 barrels™ given?

In determining the Final Tracﬁ Participations for tracts it appears
that a constant 50% ultimate recovery factor was used. Is this correct?

If so does the Applicant believe that using such a constant recovery
factor for all tracts, irregardless of individual tract reservoir
parameters (pay thicknesses, porosities, permeabilities, etc.) is
appropriate?

In Exhibit No. 4 to your application you have stated that you "have not
been successful in persuading Copperhead Oil Co. and its partners who
own three adjoining wells on the south end of the pool to participate
in the proposed flood".

(a) What steps did Omega take to "persuade" Copperhead?
(b) What was Copperhead's reaction?

(¢) Do Copperhead own 3 wells, or 4 wells in the south end of
the pool? (4 according to Branch)

What would be Omega's opinion of the Board requesting Copperhead to join
the proposed unit at this time opposed to some future date?

(appears Board could not order Copperhead to Join now due to Section 77(a)
of The Mines Act, but could do so at future date under Section 79(3) of

The Mines Act)
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EXHIBIT No. 3

WASKADA POOL

WELL PRODUCTION PERFORMANCE
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Province of Manitoba

inter-departmental memo

To: Date January 12, 1976.

Jas. T. Cawley, P. Eng.,
Deputy Minister,
Deptr. Of M-’ R. & E' M.

From Tan Haugh,
Assisteant Deputy Minister,
Mineral Resources Lﬁvision.

Subject: SALT WATER PRODUCTION LEASE NO, 1 — OMEGA HYDROCARBONS LTD,

Under an Agreement dated February 14, 1975 Manitoba Mineral
" Resources Ltd. in September 1975 drilled the well, Waskada MMR Prov.
11-29-1-25 to basement. In a letter dated August 15, 1975 (copy
attached) the Minister approved a proposed agreement between Manitoba
Minerals snd Omega Hydrocarbons which would allow Manitoba Minerals
to assign the subject well to Omega if the well were to be dry. The
well was dry and in accordance with the terms of the Agreement dated
August 19, 1975 (copy attached) Manitoba Minerals assigned the well

toc Omega.

First | Fold

Omega completed the well as a Swan River water source well
and in a letter to the Minister dated September 10, 1975 (copy
attached) requested a permit for the purpose of producing water from
the above well from the Swan River formatiorn for a future waterflood
in the adjacent Waskada Field.

The attached Salt Water Production Lease No., 1 was drafted
and sent to Omega for signing., The signed lease has been returned
along with appropriate fee and rental payments.

Recommendation:

It is recommended the attached Salt Water Production Lease
No. 1 be signed on behalf of the Minister.

Note: Upon signing, please return both copies to the Petroleum Branch
for fixation of the Minister's seal and disposition.

CRIGINAL SIGNED BY

//WME | IAN HAUGH

TIan Haugh

HCM/ et

Attachs.
c.C. Petroleum Branch i/

“EAT R TR OP




TELEPHONES & A CALOARY, ALBEETS
ACCOUNTING 263-6161 ’
EXECUTIVE 261-7670

November 192, 1975

0il and Gas Conservation Board

Petroleum Branch

Department of Mines, Resources and Environmental Management
Province of Manitocba

9923 Century Street

Box 12

Winnipeg, Manitoba R3H OW4

Attention: Mr. H. . Moster, Director

Dear Sir:

Re: Unitization and Waterflood Application

Pursuant to Section 74 Part IIT of the Mines Act and Revised
Regulation, Omega Hydrocarbons Ltd. herein submits on behalf of itself
an application to Unitize its segment of the Waskada 0il Field and to
initiate a pilot waterflood scheme covering the area (Lsd. 11, 12 and
the SW% of Section 30, Township 1, Range 25, West of the First Meridian)
as more particularly described in the enclosed and accompanying material.

In support of the application we submit twelve (12) copies of
each of this letter and the followlng Exhibits:

Exhibit No. 1

Unit Proposal and Waterflood Plan dated October, 1975;

Exhibit No. 2

Waterflood Report prepared by D. & S. Consultants Ltd.
entitled Waskada Alida Beds 0il Pool Waterflooed Potential;

Exhibit No. 3

A set of updated production decline curves which incorporates
production informztion subsequent to the date of preparation
of the D. & S. Consultants report:

With regard to the Unit Agreement we have already provided your
Departiment with draft copies of our proposed form of Agreement. Tt is
propesed that once having your direction as to the preferred form of Unit
Agreement we would then submit the required number of copies of such
Agreement and in further support of the application preof of Royalty Owner
approval.

[

.....



0il and Gas Conservation Board -2 - November 19, 1975

Exhibit No. 4

A draft copy of the letter which is intended to be
forwarded to all Royalty Owmers.

It would be appreciated if you could advise this office of any
additional requirements or deficiencies which would be instrumental in
your approval.

Yours very truly,

OMEGA HYDROCARBONS LTD.

? 7 /2(%{ -
V;giiZ’HaII ——————

President

TJH*vs



TELEPHONES
ACCOUNTING 263-6161
EXECUTIVE 261.7670

EXHIBIT No. 4

November , 1975

( )
{ Royalty Owner )

)
Dear Sir:

Omega Hydrocarbons Ltd. has completed its studies on the potential
of waterflooding the Waskada 0il Field in the Province of Manitoba and has
concluded that the flood would benefit the Working Interest Owners and Royalty
Interest Owners alike. However, we have not been successful in persuading
Copperhead 0il Co. and its partners who own three adjoining wells on the south
end of the poel to participate in the proposed flood, so we now plan to proceed
with an independent Unit. Omega's proposal is to install a pilet waterflood
project and a unitized operation. To accomplish this program we have prepared
a Unit Agreement which is intended to maintain equity among Royalty Owners.

The pilot waterflecod will involve the conversion of the well located
in bLsd. 6-30-1-25 to a water injection well. This location will accommodate
the expansion of the plan to a five spot waterflood pattern if and when it is
recognized that the flood is in fact accomplishing our objectives which are
designed to increase current producing rates and ultimate oil recovery.

To assist you in your deliberations concerning your approval of the
scheme we enclose one copy of the proposal entitled “"Unit Preposal and Waterflood
Plan" dated October, 1975 which forms part of our application to the Manitoba
0il and Gas Conservation Board.

Please sign and return one copy of the Unit Agreement at your
earliest possible convenience thus providing approval of Unitization and the
waterflood plan.

Yours very truly,

OMEGA HYDROCAREONS LTD.

T. Jack Ball,
President
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l Fron H; C. Moster
Director
Petroleum Branch

Conservation Boards:
Jas. T. Cawley, P. Eng., Cnalrman
J. S. Roper, Depruty Chairman

1. Haugh, Mecber . ____/
Draft Unlt Agreement — Proposed Wagkada Unit No, 1 — Omega Hydrocarbons Ltd.

Levicd

Frst |

a

Via letter dated October 6, 1975, Omegs Hydrocarbons submitted
draft copy of a proposed Unit Agreement covering a portion of the

Waskada Field regquesting an answer as to the acceptabillity of the draft.

Sec. Ti4(2) of The Mines Act states that a unitization agreement

"shall not be put into effect unless the agreement has been approved by
the board."

Sec. 74(3) states "The board shall not approve a unitization

agreement . . « unless the royalty owners . . . agree to the unit operation
thereof, either as parties to the unitization agreement or by separate
agreement,."

In llght of the above it appears that only an opinion or suggestion

should be given as the draft agreement prior to it being finalized, approved
by the royalty owners and submitted to the Board for official approval,

The draft was checked by comparing it with the "Normal" unitization

agreements used to date in Manitoba (Chevron's standard format). Although
the essential ingredients appeared to be included, the wording in the draft
varied significamtiy. The draft and a copy of the unit agreement for West
Butler Unit No. 1 were submitted to the Departmental Solicitor for comment.
These comments were received via memo dated November 19, 1975 (copy attached).

A cheelx on the standard unitization agreement presently being used

in Alberta and recommended by the Minister of Energy and Natursl Resources
indicated the draft to be almost identical (copy of North Kitscoty attached).

Recommendationss:

With the concurrence of the Board, I propose tc contact Omega

with the following suggested amendments to the proposed agreement:

1.

Add the following to clause 302:

"subject to the Working Interest Owner's rights end interests
therein as may be set forth in a Unit Operating Agreement.”

L] L L] * - 2



2.

3.

5

8.

Add the following clause after clause 502:

n503. Unit Operating Agreement

If more than one person executes this agreement as a
Working Interest Owner, then the Working Interest Owners
shall negotiate and execute a Unit Operating Agreement,
providing among other things, for the canduct of the
operations hereunder and the distribution of costs among
the Working Interest Owners. Until such Unit Operating
Agreement has been executed by the Working Interest Owners,
only those Tracts in which the Working Interest is held
by the person holding the Working Interest in the majority
of the Tracts may be qualified for inclusion in the Unit
Area. Subject to the other provisions of this Agreement,
the cost of all operations conducted hereunder by the
Working Interest Owners shall be borne by the Working
Interest Owners."

The storage rights granted under clause 802 are quite liberal. Should
this clause possibly be re-worded to only allow for re-injection for
enhanced recovery purposes?

Change clauses 901 and 1501 to read "two" counterparts of agreement
to enable Unit Operstor to keep one and have one available to submit
to the Board.

To comply with Section 74(2) of the Act,clause 1401 with respect to
Effective Date be amended to read as follows:

“"The unitization provided for herein shall become
effective at 8:00 a.m. on the first day of the
month following the date on which the Conservation
Board has epproved this agreement."

The following clause be added after clause 1311:

1312, Approval of Conservation Board

This agreement is subject, in its entirety, to
the approval of the Conservation Board.™

The "Tract Participation" figures have not been included in the draft nor
is there any indication as to how such interests will be determined. Also
the tracts have been determined according to common royalty ownership.
Such would indicate that individual past well performance may not be used
in determining tract participation. This is not known at this time.

Omega be requested to improve the general presentation shown on "Exhibit B"

to better illustrate Lsd. loyout and general unit location, Unit boundary
and tract boundaries.

-00003



Note:

Section 74 of the Act permits the Board to epprove a
unitization agreement without holding a public hearing provided 100%
of the royalty owners affected agree to the agreement (i.e. - voluntary
unitization).

Section 76 of the Act states the Board may hold a hearing
upon its own motion to consider unitizastion and may order (with the
approval of the Lieutenant Governor in Council) the unitizsation within
certain conditions.

Therefore the Board has 2 means of effecting the proposed
unitization:

1. Approve final agreement when submitted by applicant.

2., 0all a hearing and make a Unitization Order.

Nine of the present ten units had hearings end are covered
by Unit Orders. -

Units covered by Unit Orders require hearings or re-hearings
for any amendments, enlargements, etc. to the Unit Order.

The Applicant has stated he would like to avoid the expense of
attending a hearing if possible. A hearing would allow the parties outside
the proposed unit to see and express their views on the agreement, especially
with respect to possible future enlargements, Also it appears that a "pilot"
waterflood application for within the propesed unit will also be submitted
prior to approval of the final agreement, which may require a hearing.

The present unitization application being processed for Daly Unit
No. 3 shall require a hearing to be held.

In light of the sbove points,; it is recommended the final
unitization agreement be heard at a hearing. Arrangements to cover all,
or as many of the above matters as possible, at such hearing could be
arranged.

The Board's views on the items discussed herein are requested
on or before November 25, 1975.

Wl

H. C. Moster
HCM/ et
Attachs.
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UNIT AGREEMENT

WASKADA UNIT No. 1

WHEREAS the Parties own Royalty Interests and Working Interests,

or either of them in the Unitized Zone;

AND WHEREAS the Parties desire that the Unitized Zone be

developed, produced and operated as a unit, all as hereinafter provided;

NOW, THEREFORE, in consideration of the covenants herein con-

tained, the Parties agree as follows:

ARTICLE 1

DEFINITIONS

101. Definitions
In this agreement:

(a) "Conservation Board" means the 0il and Natural Gas Conservation

Board;

(b) "Effective Date" means the time and date referred to

in Article XIV;
(¢) '"Lease" means an instrument granting a Working Interest
in the Unitized Zone;

(d) "Outside Substances" means any substances initlally

obtained from any source other than the Unitized Zone
or any Unitized Substances with respect to which royalty

‘has been paid;



{e)
(£)

(g)

(h)
(i)

(1)

(k)

(1)

(m)

(n)

"Papty"” means a person who is bound by this agreement;
y E Yy g 5

"Petroleum Substances" means petroleum, natural gas and

other hydrocaroﬁﬁé:ﬁexcept coal) or any of them and
all substances associlated therewith;

"Rovalty Interest! means any interest other than a
Y Y Y

Working Interest in Petroleum Substances, or the
proceeds from the sale thereof, produced from the
Unitized Zone but does not include the interest of a
person as a purchaser of Petroleum Substances after
production;

"Royalty Owner" means a Party owning a Royalty Interest;

"Spacing Unit" means the area allocated to a well by any

government body having jurisdiction with respect thereto
for each well driiled for the purpose of producing
Petroleum Substances from the Unitized Zone;

"Tract" means a parcel of land described apd given a
Tract number in Exhibit "A™;

"Tpract Participation" means the percentage allotted teo a

Tract and set forth in Exhibit "A";
"Unit Area" means the lands described in Exhibit "A" and
shown outlined on Exhibit "B";

"Unit Operator' means Omega Hydrocarbons Ltd., or any

Party designated from time to time by the Working Interest
Owners pursuant to any applicable Unit Operating Agreement;

"Unit Operating Agreement” means any agreement hereafter

entered into by all of the Working Interest Owners in
respect to the operation and development of the Waskada

Unit No. 1;



201.

agreement:

(o)

()

(q)

()

(s)

-3 -

"Unitized Zone' means the Mission Canyon Formation

(Alida Beds) of the Mississippian Age within the
Unit Area;

ngnitized Substances'" means Petroleum Substances in

or obtained from the Unitized Zone;

"Working Interest'" means any right to produce and

dispose of Petroleum Substances from the Unitized Zone,
including an interest chargeable with any costs of
drilling for, recovery of and disposal of Petroleum
Substances therefrom;

"Working Interest Owner" means a Party owning a Working

Interest,

"Mission Canyon Formation" means the Mission Canyon Formation

(Alida Beds) of the Mississippian Age underlying lands
outlined on Exhibit "B", as exemplified by the geological
section occurring between the electric log depths of
3,033 and 3,124, as measured from the Kelly Bushing, in
the Omega Waskada 4-30-1-25 well as identified in

Exhibit "C".

ARTICLE 11

EXHLBITS

Exhibits

The following exhibits are attached to and incorporated in this



(a) Exhibit "A" which numbers and describes each Tract and
sets forth its Tract Participation, the names of the
owners of the Working Interest and their respective
shares of the Working Interest, together with the
names of the persons believed to be the owners of the
Royalty Interests;

(b) Exhibit "B" which is a plan of the Unit Area;

(c) Exhibit "C" which is a copy of a portion of the electric

log referred to in sub-clause 101 (s) hereof;

202. Exhibits Correct

Each exhibit shall be deemed conclusively to be correct to the

effective time of a revision or correction thereof as herein provided.

2083. Correction of Exhibits

If any mistake or mechanical error occurs in an exhibit, Unit
Operator may, or upon request of the Working Interest Owners shall, prepare
a corrected exhibit but the data used in establishing Tract Participation

shall not be re-evaluated.

204. Effective Time

Any corrected exhibit prepared on or before the Effective Date
or within 90 days thereafter shall be effective on the Effective Date. Any
corrected exhibit prepared after the said 90 days shall be effective at
8:00 a.m. on the first day of the calendar month next following its preparation

or on such other date as is determined by the Working Interest Owners.



205. Supplying of Exhibits

Each time that an exhibit is revissd or corrected pursuant to
this agreement, Unit Operator shall supply the Conservation Board and the
Department of Mines, Resources and Environmental Management with copies
thereof as ma} be required and shall supply each Working Interest Owner with
the number of copies of the exhibit it requests. Each Working Interest Qwner
shall supply each of its Royalty Owners, excepting the Crown, with a copy

thereof.

206. Form of Revised or Corrected Exnhibits

Exhibits that are revised or corrected shall show the effective
time of the revision or correction and shall be numbered consecutively.
ARTICLE III

UNITIZATION AND EFFECT

-301. Unitization

On and after the Effective Date the interests of each Royalty
Owner and of each Working Interest Owner in the Unitized Substances and in
the Unitized Zone are hereby unitized, as if the Unitized Zone had been
included in a single lease executed by the Royalty Owners, as lessors, in
favour of the Working Interest Owners, as lessees; and as if the lease had

been subject to this agreement.

302. Personal Property Excepted

All lease and well equipment heretofore or hereafter placed by
any of the Working Interest Owners on lands comprised in the Unit Area shall
be deemed conclusively to be and shall remain personal property belonging to

and may be removed by the Working Interest Ownerqa>



303. Continuation of Leases

All operations-conducted with respect to the Unitized Zone or
production of Unitized Substances shall, except for the purpose of calculating
payments to Royalty Owners, be deemed conclusively to be operations upon or |
production from.all of the Unitized Zone in each Tract, and such operatiocns
or production shall continue in force and effect each Lease and any other
agreement or instrument relating to the Unitized Zone or Unitized Substances
as if such operations had been conducted on and a well was producing from

each Tract or Spacing Unit, or portion thereof, in the Unit Area.

304. Leases Amended

Fach Lease and any other agreement or instrument relating to the
Unitized Zone or Unitized Substances is hereby amended only to the extent

necessary to make it conform to this agreement.

305. Ratification of Leases

Except for a Lease in respect of which a court action has been
commenced and is pending on the Effective Date, each Royalty Owner hereby
ratifies and confirms any Lease, as amended by this aéreement, to which it
is a party and agrees that no default exists with respect thereto and that

any such Lease is in effect as of the Effective Date.

306. Effect of Unitization on Titles

Nothing herein shall be construed as a transfer or exchange of
any interest in the Leases, Tract or Unitized Zone, or in the Unitized

Substances before production thereof.

307. Name

The name of the unit hereby constituted is "Waskada Unit No. .
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ARTICLE IV

AUTHORITY TO WORKING INTEREST OWNERS

401. Operations

The Working Interest Owners are hereby granted the right to develop
and operate the Unitized Zone without regard to the provisions of the Leases
or the boundaryllines of the Tracts or Spacing Units in such manner and by
such means and methods as the Working Interest Owners consider necessary and
proper and, without limiting the generality of the foregoing, the right to
inject any substance or combination of substances into the Unitized Zone
and convert and use as injection wells any wells now existing or hereafter

drilled into the Unitized Zone.

402. Delegation

The Working Interest Owners may delegate to Unit Operator any of

the rights and powers herein or otherwise granted to them.

403. Vote of Working Interest Owners

Any matter to be determined under this agreement by the Working

Interest Ouners may be determined by vote of the Working Interest Owners.

ARTICLE V

INCLUSION AND QUALIFICATION OF TRACTS

501. Tracts Included on Effective Date

The Tracts included in the Unit Area as of the Effective Date are

those Tracts which are qualified under Clause 502 before the Effective Date.

502. Qualification of Tracts

A Tract is qualified for inclusion in the Unit Area when:
{(a) owners of 100 per cent of the Working Interest therein have

become Parties and parties to any applicable Unit Operating
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Agreement and owners of 100 per cent of the Royalty Interest
therein have become Parties, or

(b} owners of Working Interests therein have agreed with the owners
of Working Imterests then Parties and parties to any applicable
Unit Operating Agreement as to the basis on which the Tract
shall become qualified, where the Tract cannot be qualified
pursuant to sub-clause (a) of this clause.

(:> ARTICLE VI
TRACT PARTICIPATION

601. Tract Participation

Each Tract has a Tract Participation as shown on Exhibit "A".

ARTICLE VII
ALLOCATION OF UNITIZED SUBSTANCES PRODUCED

701. Allocation to Tracts

Subject to clauses 801 and 802 the Unitized Substances when produced
shall be allocated to the Tracts in accordance with their Tract Participatrions.
The amount of Unitized Substamces allocated to each Tract, and only that amount,
regardless of whether it be more or less than the amount of actual production
of Unitized Substances from the well or wells, if any, on the Tract, shall be

deemed conclusively to have been produced from the Tract.

701. Distribution Withim Tracts

The Unitized Substances allocated to a Tract shall be distributed by

the Working Interest Owners thereof among, or accounted for to, the Parties



~riitled to share in production from the Tract in the sams manaer, the sam2
proportions, and upon the same conditions as thay would have participated

L

d shared in the production from the Tract, or in the procezds Trom the

1]

sale thereof, had the Unitized Substances allocated to the Tract besn actually

produced therefrom by the Working Interest Owners.

703. Calculation of Royaity

The Working Interest Ouners of each Tract shall calculate royalty
on the Unitized Substances allocated to the Tract at the applicable rate under
the Lease, other agreement or instrument relating to the Tract. The Royalty |
Owners of each Tract agrse to accept payment of royalty so calculated in
satisfaction of the obligation of a Yorking Interast Qwner to make royalty
payments on Unitized Substances under the Lease, agreement or otner instrument’
covering such Tract; but a lessee under a Lease shall not be relieved {rom
making paymant of royalty to its lessor if paymenf is nbt made by the Working

Interest Owner as aforesaid.

704. . Taking Unitized Substances in Kind

" The Unitized Substances allocated to a Tract shall be delivered in
kind at the time and place of preduction to the Working Interast Owners entitled
thereto vho may, if there is no interference with unit operations, construct,
maintain and operate in the Unit Area all necessary facilities for taking

delivery in kind.

705. Failure to Take in Kind

To tha extent that a Party entitled to take in kind any of the

Unitized Substances Tails to take or otherwise dispose of them at the time

-
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and claca of

nroduction, then so long as such failure continues, Unit Gperator,
as agent and for the account and at the expense of such Party may sell, store,
inject or otharwise dispose of tnem. UWhere thera is a sale the nst proceads
remaining from the sale shall be paid to the Party. Ynit Operator may contract
for the sale thereof only for the minimum term obtainable which in no event
shall exceed one year. Yhen Unit Operator has so contracted, the Party may
take its share of the Unitized Substances in kind upon the expiration of the
current sales contract. Any Party not taking its share of the.Unitized Sub-
stances in kind may revoke at will Unit Operator's authority hereunder by

taking in kind all of its share of Unitized Substances not previously contracted

for sale by Unit Operator.

706. Royalty on Qutside Substances

If an Outside Substance is injected into the Unitizaed Zone, the first
like substance contained in the Unitized Substances subsequently producad and
sold or used other than forJOperations hereunder shall be deemad conclusively
to be an Outside Subétance until a guantity equal to the duantity of the Cutside
Substance injected into the Unitized Zane is recovered. Mo royalty shall be

pavable on any substance which is deemed conclusively to be an Outside Substance.

ARTICLE VIII

USE, LOSS AND STORAGE OF UNMITIZED SUBSTAHCES

801. Use of Loss
The Horking Interest Owners may use as much of the Unitized Substances

as they deem necessary for the operation and development of the Unitized Zone
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including, but not limited to, the injection thereof inté the Unitized Zone
and in the operation eof any plant or plants handling Unitized Substances.
Unitized Substances so used or injected and Unitized Substances lost shall
be excluded in allocating Unitized Substances to Tracts, and no royalty or

other payment shall be payable in respect thereof.

Ro- ivSECTIiON
802. Storage
A

The Working Interest Owners are hereby granted the right to inject
£Evinwesh RECOVERY PORPOIES,
Unitized Substances into the Unitized Zone for storage. Uanitized Substances

so injected shall be excluded in allocating Unitized Substances to Tracts;

and no royalty or other payment shall be payable in respect thereof until
whe Un: Zenr

they are recovered from storage and sold or used for operatioms other than

operations hereunder.

ARTICLE 1IX

ENLARGEMENT OF UNIT AREA

901. . Application for Enlargement

After the expiry of 90 days from the Effective Date, if an Owner
of a Working Interest in lands in the vicinity of the Unit Area indicated to
be potentially productive of Petroleum Substances from the Mission Canyon
Formation makes application therefore, the Working Interest Owners may, upon
such terms and conditions as they may determine, approve the admission of the
lands into the Unit Area. If the lands qualify under clause 502, the Unit
Area shall be enlarged to include them. Even though an owner of a Royalty
Interest or a Working Interest in lands approved hereunder for admissicn into
the Unit Area is a Party, the lands shall not qualify unless the owner again
executes and delivers one counterparésof this agreement to Unit Operator, or

the lands otherwise qualify pursuant to sub-clause (b) of clause 502.
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302. Adjustment of Tract Participation

The Tract Participation of each Tract added pursuant to clause
901 shall be determined by the Working Interest Owners. The Tract Participations
shall then be adjusted so that:
(a) the ratios of the Tract Participations of Tracts shown on
Exhibit "A" immediately prior to the enlargement remain the

same to each other; and

{(b) the total of the Tract Participations for all Tracts of the

enlarged Unit Area and Unitized Zone is 100 per cent.

903. Exhibits
Unit Operator shall revise Exhibits "A" and "B" as required by the

enlargement.

904, Effective Time of Enlargement

An enlargement pursuant to clause 901 and an adjustment of Tract
Participations under this Article shall become effective at B:00 a.m. on
the first day of the first calendar month following approval of admission

under clause 901 and Tract qualification under clause 502.

905. No Retroactive Adjustment

There shall never be any retroactive adjustment of the allocation

of Unitized Substances by reason of an enlargement under this Article.

ARTICLE X

DISPUTES

1001. Disputes

If the title or right of a Party to receive in kind all or any

portion of the Unitized Substances allocated to a Tract, or any share of
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the proceeds from the sale thereof, is in dispute, the Party concerned shall
forthwith give notice thereof to Unit Operator. If Unit Operator is so
notified or if Unit Operator is directed to do so by the Working Interest
Owners in the event that it is otherwise informed of the dispute, Unit
Operator shall withhold and sell the portion of Unitized Substances the
title or right to which is in dispute, and hold in trust the proceeds from

the sale thereof until:

(a) the Party concerned furnishes security in a form and manner
satisfactory to the Working Interest Owners for the proper
accounting thereof to the rightful owner or owners if the
title or right of the Party shall fail in whole or in part,

whereupon the proceeds shall be paid to the Party; or

{b) the title or right thereto is established by a final judgment
of a Court or otherwise to the satisfaction of the Working
Interest Owners, whereupon such proceeds shall be paid to

the person rightfully entitled.

If Unit Operator does not comply with this clause because it is
not notified of a dispute by a Party concerned, that Party hereby agrees
to indemnify and save harmless Unit Operator from any loss or damage suffered
because of anything done or omitted to be dome by Unit Operator because it

was not notified.

ARTICLE XI
TITLES

1101. Warranty of Title

Each Working Interest Owner represents and warrants that it is the
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owner of the Working Interests claimed by it in the Tracts, as set

forth in Exhibit "A", and hereby covenants to indemnify and hold the
other Parties harmless from any loss due to failure in whole or in part
of its title to any such Working Interest. A Working Interest Owmer
whose title to the Working Interest in a Tract has so failed, shall be
responsible for making at its own cost, with the person entitled to such
Working Interest, any adjustment for investment and for development and
operating expenses and of Unitized Substances or the proceeds thereof,
resulting from such title failure. Notwithstanding the other provisions
of this Clamse, an indemnification of the other Working Interest Owners
by a Working Interest Owner whose title to the Working Interest in a
Tract fails shall, with respect to Unitized Substances, be limited to

an amount equal to the cumulative value of Unitized Substances allocated

to such Tract.

1102. Subsequent Failure of Title

If the title of a Working Interest Owner to a fract fails,
the Tract shkall be excluded from this agreement and any applicable Unit
Operating Agreement as of 8:00 a.m. on the first day of the calendar
month in whieh the failure of title is finally determined unless:

(a)} any other Party is held or declared to own the title in

which event that Party shall be bound by this agreement
and any applicable Unit Operating Agreement in respect

of the tract; or
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{b) by the last day of the next following calendar month the
Tract qualifies for inclusion in the Unit Area pursuant

to clause 502.

1103. Revision of Exhibits

Unit Operator shall revise the exhibits to reflect any change
in ownership in or exclusion from this agreement of a Tract pursuant to
clause 1102. Where a Tract is excluded, the Tract Participation of the
other Tracts shall each be increased, without changing their ratios to
each other, so that their summation is 100 per cent. The revised
exhibits shall be effective as of 8:00 a.m. on the first day of the
calendar momth in which the failure of title referred to in clause 1102

is finally determined.

ARTICLE XII

TRANSFER OF INTEREST

1201. Disposition

In this clause “disposition" means a sale, assignment, transfer,
lease, sublease, conveyance, parting with possession, or any tramsaction
of a similar nature, whether by trust or otherwise. A disposition of an
interest owmed by a Party in a Tract shall cover the whole or an undivided
interest im the Party's interest in such Tract. A disposition shall not
be binding on Unit Operator until at least one of the parties to such
disposition has given notice thereof to Unit Operator by a copy of the
instrument ewvidencing such disposition, and the acquiring party, if not
a Party hereto, has executed and delivered to Unit Operator a counterpart
of this agreement. Unit Operator shall revise the exhibits to reflect

each disposition of an interest in a Tract and the revised exhibits shall



- 16 -

be effective as of 8:00 a.m. on the first day of the calendar month
next following the calendar month in which the notice is received by

Unit Operator.

ARTICLE XIII

IN GENERAL

1301. Execution in Counterpart
This agreement may be executed in separate counterparts and

all the executed counterparts together shall constitute one agreement.

1302. Dual Capacity

If a Party owns a Working Interest and a Royalty Interest, its

execution of this agreement shall constitute execution in both capacities.

1303. Subsequent Fxecution

An owner of an interest in a Tract who has not become a Party
as of the date the Tract was included in the Unit Area under Article V
or IX, may become a Party with respect to that interest only on such

terms and conditions as may be prescribed by the Working Interest Owners.

1304, No Partnership

The duties and obligations of the Parties shall be separate
and not joint or collective. Nothing contained in this agreement shall

be construed to create a partnership or association.

1305. Force Majeure

Neither Unit QOperator nor any Party shall be deemed to be in
default with respect to non-performance of its obligations hereunder,

other than financial, if and so long as its non-performance is due, in
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whole or in part, to any cause beyond its reasconable control, but lack

of funds shall not be a cause beyond a Party's reasonable control. The
performance of such obligations shall begin or be resumed within a
reasonable time after such cause has been removed. Neither this agreement
nor any Lease or any other agreement or instrument relating to the Unitized
7one or Unitized Substances shall terminate by reason of suspension of Unit

operations for the cause set forth in this clause.

1306. Tazxes

Each Party shall be separately liable to the extent of its ownef—
ship for all taxes on Unitized Substances and with respect to the production
or sale of Unitized Substances. A Working Interest Owner may, at any
time and from time to time, pay said taxes on behalf of its Royalty Owner
and deduct the amount of the payment from the Royalty Owner's royalty.
Those taxes with respect to the production or sale of Unitized Substances
shall be adjusted so that they are borne as if the basis of taxation was

the allocation of Unitized Substances hereunder.

1307. Right of Redemption

A Working Interest Owner may, at any time and from time to
time, with full rights of subrogation, redeem for its Royalty Owner any
agreement for sale, mortgage, or other lienm or encumbrance of any kind
or nature affecting any interest in the Unit Area in the event of
default of payment by the Royalty Owner and deduct the amount of any

payment made hereunder from the Royalty Owner's royalty.
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1308. Interpretation

The clause headings in this agreement shall not be considered

in interpreting the text.

1309. Number and Gender

In this agreement words importing the singular include the
plural and vice versa; words importing the masculine gender include the
feminine and vice versa; and words importing persons include firms or

corporations and vice versa.

1310. Time

In this agreement all times are Central Standard Time.

1311. Time of the Essence

Time is of the essence in this agreement.

ARTICLE XTIV

EFFECTIVE DATE

1401. Effective Date

The unitization provided for herein shall become effective at
8:00 a.m. on the first day following the date of the qualification under
clause 502 of Tracts having a combined Tract Participation of 100 per

cent of the total Tract Participation as originally set out in Exhibit "AY,

1402. Notice of Effective Date

As soon as possible after the Effective Date, Unit Operator
shall notify all Royalty Interest Owners, the Conservation Board and the
Department of Mines, Resources and Environmental Management of the

Effective Date.
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1403. Release of Parties

This agreement shall cease to bind the Parties if the
unitization provided for herein has not become effective on or before

the lst day of June, 1976.

ARTICLE XV

TERM

1501. Effect of Execution and Delivery

Subject to clause 1403, this agreement is binding upon a person
who executes and delivers ope counterpart thereof to Unit Operator, and
that person is bound by this agreement as of the time of such delivery.
This agreement inures to the benefit of and is binding upon the heirs,

executors, administrators, successors and assigns of the Parties.

1502. Termination

This agreement terminates 90 days after all wells for the
production of Unitized Substances in the Unit Area have been abandoned,
plugged or disposed of or upon the termination of any applicable Unit
Operating Agreement, and thereafter the Parties shall be governed by
the terms and provisions of their Leases and other agreements or instru-

ments relating to the Unitized Zone or Unitized Substances.

1503. Salvaging Equipment Upon Termination

The Royalty Owners grant the Working Interest Owners the right
for a period of six months after termination of this agreement to salvage,
sell, distribute or otherwise dispose of the personal property and

facilities used in connection with unit operations.
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1504. Notice to Royalty Owners

The Working Interest Owners shall give notice in accordance
with their Leases to their respective Royalty Owners of the termination

of this agreement within 30 days thereafter.

IN WITNESS WHEREOF the parties have executed this agreement each

on the date shown opposite its execution hereof.

Date:
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EXHIBIT "a"

Attached to and made part of an agreement entitled

"Unit Agreement - Waskada Unit No. 1"

Tract No. 1

Lsds 11 & 12, Section 30

Tract No.

2

SW 1/4 Section 30

R.25, WPM
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File No. 800/M-43 £
T ——Province of Mamitoba / PS-£-25

- A !-JI.J 2L AN,ALE
To: Dote ‘November 19, 1975
Mr. H. C. Moster, Director
Petroleum Branch From J. F. Redgwell
Mines, Resources and Departmental Solicitor

Environmental Management
Century Plaza

Subject:  FNIT AGREEMENT - WASKADA UNIT NO. 1 - OMEGA HYDRO CARBON LTD.

Confirming our telephone conversation of the 17th,
the Waskada Agreement runs somewhat parallel to the West Butler
Agreement, however there are some important distinctions.

In the Waskada Agreement, the operations of the Unit
Operator are not controlled at all, whereas the West Butler
Agreement contains a number of provisions.

The Waskada Agreement omits many portions of the West
Butler Agreement which pertain to the relationship between the
working interest owners.

Wwhether or not these omissions should be included in
the Waskada Agreement probably depends on whether or not the
Board will allow the Waskada Agreement to operate so as to
allow for enlargement at a laterdate. I think that any enlarge-
ment (section 901) really requires further approval of the
Board, and that Omega should really be loocking to the execution
of a new agreement at such time as enlargement takes place.

Perhaps the agreement should contain a provision that
it is subject, in its entirety, to the approval of the Board.
The "effective date® of the agreement, at least, cannot be
a date prior to the approval given by the Board pursuant to
section 74(2).

Exhibit "A" does not have a percentage figure for

Tract participation.

~ f"'\""!w: P
e .
PETROLEU.Y B




H, C. Mostexr -2 - Nov., 19, 1975

Whether or not the Board decides to proceed to a
hearing is entirely up to it, as it is not necessary to do so.

Both agreements are attached.

L

™~

<
’

J. F./Redgwel
Depaﬁtmental Solicitor

L

/gs
Encs.
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ACCOUNTING 263-6161
EXECUTIVE 261-7670

October 6, 1975

Province of Manitoba

Department of Mines, Resources and
Enviroomental Management

Petroleum Bramnch

993 Century Street

Box 12

Winnipeg, Manitoba R3H OWs

Attention: Mr. M, Less

Dear Sirs: ‘ L

Re: Waskada 0il Field, Manitoba

Pursuant to our interest in installing a water flood scheme
in the North end of the Waskada Field we enclose four (4) copies of
a draft Unit Agreement which i¢ acceptable to the Department will
be prepared im execution form.

We wish to draw your attention to a number of items which
we consider wvmique to this Agreement.

Firstly.Omega--ie-the~only-working~interast-eowner and there—
fore should mot require the nerawi-operating-provivgtons of the Plans
now in effect. We have -prowided for the situation where enlargement
would bring in at least one additional-working—~tnererestowrar. At that
time we would propose entering into an Operating Agreement with the new
Parties which would be negotiated with such parties. The Unit Agreement
is based-on-theamdel and revised to incorporate the single Working
Interest Owner but of course pProviding-forsthe-posaibiliry~ofeninrgement,

As mentioned, we would appreciate having an answer on the
-%%% draft as to its acceptability as soon a ible as we are taking
every avenue in our attempt to place the flood into operation.

Incidentally initial tests om our 11-29 water wells is an
available supply of some 1500 barrels per day flowing. This volume

L 2



would provide reservoir fill up in approximately one year. The sooner
we get it under way the sooner the response.

If you have any problems with the Agreement please call by
telephone because the mail has been very slow in recent weeks.

Yours very truly,

OMEGA HYDROCARBONS LTD.

T. Jack Hall,
_President

TIJB*vs

Encl.



THE PIPL LINE ACT

(Revised Statutes of Manitoba, 1970, Cap. P70)

CRDER OF THE MINISTIR UNDIR SLCTION 23

WHERFAS, Section 5 of The Pipe Line Act, (Revised Statutes
of Manitoba, 1970, Cap. P70), provides cs follows:

"5 Ixcept as otherwise provided in this
Acly no person shall begin the construction of
a pipe line, or any sectlon thereof, unless
thc minister has grented a construction periall
s hereinafter provided, acuthorizing the
OOhotPHCLLOu."'

AND WHEREAS, Section 23 of the soid Aclt provides as
Tolliows:

123(1) The minister My I ke n order exempbing
a pipe Lline or parts of & pipc ling, not excecding in
any case {lve miles in lengbh, from iy or all of the
provigions of this fct obher than section 13, sub-
section (5) of section 16, snd sections 26 and 27.

23{(2) 1In any order made undsr this cectlon
the mindstor may lnposc such teris end condilions
as he may deem advicebloldh

AND WHESEASy Onepo hydrocarvensg Ltd. hos mode application o
have a pipe line to be located In Legad Subdivigions U ol 12 of Scotion 29
and in Lepol Subdivisious 6, 9, 10 and 11 of Scctlon 30, &1l din TO"M“UJD 1
Lionge 25, West of the Principollieridiacan, for the tranuspocl of galt wole
fron the well locoted dn TLepgal .m?mtv1snon 11 of Ssction 29 Lo the well
loeczbed dun ILogad Subdivision 6 of Scetion 30, oll din Tomoshin 1,
Uest of the Principsl Meridion, made cxenpht Tiom cortain provisions of

i




2——0rder of the Minister under Section 23

AND WIEREAS, the said pipe line does not exceed five miles
in length, as provided by Scction 23 of the said Act;

AND WHEREAS, Omega Hydrocarbons Ltd. has complied with the
provisions governing exemption under the said scetion, and the
application by Omega Hydrocarbons Lid. js considered in othor respects
to be reasonable;

NOVW, THEREFORE, I, the Minister ol Mines, Resources and
Environmental Management, order:

That the pipe line to be consltructed by Omega llydrocarbons
Ltd., and to be located in Legal Subdivisions 11 and 12 of Scction 29
and in Legal Subdivisions 6, 9, 10, and 11 of Section 30, «11 in
Towvnship 1, Range 25, West of the Principal Meridian, for the transport
of salt water from the well located in Lepgal Subdivision 1l of Section
29 to the well located in Legal Subdiviesion G of Szetion 30, all in
Township 1, Range 25, West of the Principal Mevidian, be excnpt from
the provisions of Sectlion 5, Secrtion 9, Section 16 except subsection (5)
thereof, and all of Tari TI1 of The IMipe Line Act.

That any surface leases acquired for this piyw ahall
be deemed to contain a rental review clause by which thoey are subject
to revicw a minimue of once evory five yeavs upon the reqgrest of
either party to the lease.

DALY at Vinndpep, Manitobz, this 10th day of Noveubor, 197h.

Sidncy Green,
Minister of Mincs, Recources
and Envicommentol Manage




BVo 15
Bonourable Sidney Creem, 0.C., Jas. T. Cawley, P. Eng.,
Minister. Daputy Minister.

EXEMPTION UNDER SECTION 23 OF THE PIPE LINE ACY.

Omega Eydrocarboms Ltd. has applied for exemption under
Section 23 of The Pipe Line Act for & salt water lime to be comstructed
in the Waskada arsa to transport water to s future pilet water flooding
injection preject.

The pipeline is under five miles in length, thus may dbe
constructed under Minister's order rather than under a coastruction
permit.

The applicant has complied with all requirements and provided
evidence of the approval of the surface owners who will be affected.
The Highways Department has approved the proposed construction details
vhere the pipaline crossea a municipal road.

This order variss from previous orders in that it comntains
a rental review requiremsnt i.e., all surface leases acquired for the
pipeline shall be deemed te contain a clause to provide that rentals
are subject to pariedic review (a minimum of once every five years)
upon request of either party to the lease.

- wned DY
Ongmal Signe. o

Jas. T. Cawley, P. Eng.

JSR/dw

boCo: I- Haush/
J. 5. Roper oy ety T -%M‘:r.r;a,T:’\.(:srw'\JF"f%S{
D(:}j, :..ﬂ! R . s
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Jomary 12, 1976,

lan Haugh,
Assistent Deputy liinister,
Mineral Hesources IMvision.

Jas, Ts Cawleyy Fo Inge,
Lepaty Minister,
Dept. Of MO’ R;. &- i-o. I‘:g

SALT WATER PRCTUSTION LTASE NQ, 1 — OMEGA HYDROCARBONS LTD,

Under :¢n Agreement dated ‘ebruary 14, 1975 Munitoba Mineral
Resources Ltd. in September 1975 drilled the well, Washads MME Prov,
11-29~1-25 to basement. In & letter dated Augnet 15, 1975 {copy
attached) the Minister approved sz proposed egreement between Handtobe
Minerals smd Cmega Hydrocerbons which would gllow Msnitoba Miner:ls
to assign the subject well to Omega if the well were to be dry. The
well wes dry and in accordance with the terme of the Agreement dated
fogust 19, 197> (copy attached) Munitobs Minersls sssigned the well
to (mege,

(mege completed the well as ¢ Swan River weter source well
end in & letter to the Minister dated September 10, 1975 (copy
attached) requeeted ¢ perwit for the purpose of producing weter frow
the sbove well from the Swen River formation for s future weaterflood
in the adjrcent Weoskade Fleld.

The attached Salt Water Production lesse No. 1 wae drefied

zad sent to Omege for signing, The signed lezse Las been returned
elong with sppropriste fee tnd rentzl psyments,

Recommencation:
It is recarmended the rttached Salt Water Production lecse
No. 1 be signed on behalf of the Mindeter.

Note: Upon signing, please return both copies to the Petrolewn Branch
for fixetion of the Minieter's serl and disposition.

CRIG

SINAL SIGNED gy
IAN Haugy
lan Liagh
EcH/ et
Attacks.

CeCe Fetrocleum Branch



