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References to
terms and ex-
pressions

Definitions
"Aécounting

Procedure"

“Common Account"

"Conservation
Board"

"Effective Date"

"GaS"

"Investment
Account"

PLAN FOR UNIT OPERATION

GOVERNING THE UNITIZED MANAGEMENT
OPERATION AND FURTHER DEVELOPMENT OF

" WEST BUILER UNIT NO. 1

PART 1

INTERPRETATION

1.01 This Plan shall be construed with reference to "The
Interpretation Act" and the terms and interpretétion
of "The Mines Act" and regulations thereunder.

1.02 In this Plan unless the context otherwise requires:
(a) "Accounting Procedure" means the rules, provisions
and conditions set forth in Part XXVII hereof;

{b) "Common Account" means the account set up and
maintained by Unit Operator on behalf of the
Working Interest Owners as provided in Part VIIL
hereof;

(c) '"Conservation Board'" or "Board" means The 0il and
Natural Gas Conservationtﬁbafﬂ;

(d) "Effective Date' means the hour of seven o'clock

. in the forenoon, official time, on the first day

of , A.D. 197 _;

(e) '"Gas" means natural gas both before and after it
has been subjected to any processing and includes
all fluid hydgocarbons not defined as 0il;

(f) "Investment Account' means the account set up and

maintained by Unit Operator on behalf of the Work-



"Leases"

"Oil"

"Operating
Committee®

M"Jutside
Substances"

"Participating
Interest"

'"Royalty Ouner"

(g)

(h)

(1)

(3

(k)

(1)

ing Interest Owners as provided in Part X hereof;
"Leases' means severally and collectively the
petroleum and natural gas leases, petroleum leases,
natural gas leases, subleases, agreements to grant
a lecase and any other agreements whether similar

or dissimilar to the foregoing covering the lands
described in Part XXIII hereof;

"0il" means crude o0il and all other hydrocarbons
regardless of gravity, that are or can be recovered
in liquid form from a pool through s well by
ordinary production methods;

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

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

for injection into the Unitized Strata;
"Participating Interest' means with respect to each

Working Interest Owner the sum of the products ob-

tained by multiplying its respective working interest

in each Tract by the respective Tract Participaticn
of each such Tract;

"Royalty Owner'' means a person, other than a Work-
ing Interest_Owﬁer, who has any interest in a

right to receive a portion of the Unitized Sub-
stances or a portion of the proceeds from the sale

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

"Spacing Unit"

"“"Stock Tank
Barrel"

"Tl’.‘act"
"Tract

Participation"

"Unit Aresz"

"Unit Facilities"

(m)

(n)

(o)

(p)

(@

(r)

(a)

royalty interest reserved to the lessors named in
any Lease, and any overriding royalty interest, or
an interest in a payment under, or encumbrance on,
a Lease that does not carry with it the right to
search for or produce the Unitized Substances;
"Salt Water Disposal Well" means those wells
drilled for the purpose of, or converted to, salt
water disposal;

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

"a Stock Tank Barrel" means 34,9722 Canadian gallons
at sixty (600) degrees Fahrenheit;

"Tract" means each parcel of land described as such
and given a Tract number in Part XXIII hereof;
"Tract Participation" qﬁgns‘the percentage set forth
for each Tract in Part Xk& hereof;

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

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

"Unit Facilities" means all tangible property of
every kind, nature and description (excepting

Unitized Substances, Unit Operated Wells, rental
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"Unit Operated
WVells"

"Unit Operator"

"Unitized Strata"”

(t)

(u)

(v)

equipment and Unit Operator’s exclusively owned
equipment) in the possession of Unit Operator
hereunder acquired from a Working Interest Owner
pursuant to the provisions of Part X hereof,
together with all facilities and equipment pur-
chased, constructed or acquired by Unit Operator
pursuant hereto;

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

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

"Unitized Strat;" means the Lodgepole Formation of
Mississippian Age underlying the lands describad in
Part XXIII hereof, as same is shown on the Elsctrical

Log of Chevron West Butler 1-31-9-29 well in Legal
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"Unitized
Substances"

"Well"

"Working Interest
Qwner"

Unit Name

(w)

x)

(y)

2.01

Subdivision One (1) of Section Thirty-one (31),
Township Nine (9), Range Twenty-nine (29), West

of the First (W.1lst) Meridian, in the Province of
Manitoba between the interval 2,668 feet and 2,988
feet as measured from the Kelly Bushing. The
Lodgepole is an undivided sequence, underlain by
the Bakken Formation of Mississippian Age and over-
lain by the Watrous Formation of Jurassic Age.
"Unitized Substances’ means the 0il and Gas that
are within or are produced from the Unitized Strata;
"Well" means any well within the Unit Area which has
been drilled to the Lodgepole Formation of the
Missippian Age for the production of Oil and Gas
which at some time since such drilling has produced
a minimum of three (3) barrels of 01l per day for

at least one month's durationm;

"Working Interest Owner" means a person who has the

e Y

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

ership in fee simple or from a Lease.

PART I1

UNIT OPERATION

The name of the Unit shall be '"West Butler Unit No. 1"

(hereinafter sometimes called '"'the Unit').

-5 -



Operation as
a Unit

Effect o Unit
Operation

Amendment of
Leases

2.02 On and after the Effective Date, the respective

2.03

(a)

interests of the Working Interest Owmers and Royalty
Ouners, in and to the Unit Area, the Unitized Strata
and the Unitized Substances, shall be unitized for
the purposes of carrying out in the Unit Area and the
Unitized Strata any and all operations which may at
any time and from time to time be deemed necessary

or advisable by the Operating Committee for the pur-
pose of preventing waste, obtaining ultimately the
greatest possible recovery of the Unitized Substances
and accomplishing the more efficient and more econom
ical development and production of the Unitiged Sub-
stances under prudent and proper operations and prac-
tices to the end that all operations for drilling and
producing and all other operations in the Unitized
Strata may be conducted without regard to the separate
Leases or boundary lines of separate Tracts within
the Unit Area and as though the Unitized Strata were
covered by a single Lease subject to all the terms
and conditions hereof,

Without limiting its general effect, the unitization
shall have the following specific effects:

On and after the.Effective Date, the terms and pro-
visions of the Leases are hereby amended to the
extent necessary to make them conform to the terms
and provisions hereof and, the Leases as amended,

shall continue in full force and effect.
- 6 -



Continuation
of Leases

Authority for
Operations

(b)

2.04

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

The Working Interest Owners are hereby collectively
authorized to develop and operate the Unitized Strata
without regard to the separate Leases or the boundary
lines of separate Tracts within the Unit Area, and to
drill, use and produce such Qells as the Operating
Committee deems advantageous to operations on or pro-
duction from the Unitizgq_strata, to abandon such
wells as they deem unnecessary and in general to do
all other things that the Operating Committee deems
advisable for the purpose of accomplishing the most
efficient and most economical development and opera-
tion of the Unitized Strata. Without limiting the
generality of the foregoing, the Working Interest
Owners are hereby authorized to inject 0il, Gas,
water, or other substances, or any combination of

them into the Unitized Strata and from time to time

- 7 -



Royalty Owuers
Not Obliged to
Pay Unitization
Costs, etc.

Tract
Participation

Determination of
Tract Partici-
pation

2.05

3.01

3.02

(a)

(b)

to convert and use as injection wells any Well now
drilled or hereafter drilled into the Unitized Strata.
Nothing contained in this Plan shall be construed

as imposing upon any Royalty Owner any obligation

to pay for any of the expenses of the unitization
herein provided for or for any of the costs and
expenses incurred in operations hereunder unless

such Royalty Owner is obligated to pay for the same

by the terms of any Lease,

PART IIL

TRACT PARTICIPATION

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

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

A current production facfer. “Such factor is that
number expressed as a percentage arrived at by
dividing the Oil production of each Tract during the
interval May 1, 1971 to October 31, 1971, both days
inclusive, by the 0il production for all Tracts dur-
ing the same interval, and multiplying by thirty
one-hundredths (30/100) and;

An average monthly Oil production factor penalized
for water production, Such factor is arrived at by:

i} determining average monthly 0il production of

-8 -



ii)

iil)

the Tract by dividing its cumulative 0il produc-
tion through October 31, 1971 by the number of
calendar menths since the Well on such Tract
first went on production, PROVIDED, THAT, the
first calendar month shall not be counted as
such unless the 0il production from the Well on
any such Tract for the first calendar month was
greater than one-half (1/2) of the 0il production
from such Well for the next succeeding month;
calculating a fractional water cut for the

TIract by dividing the water production for the
interval set out in paragraph (a) hereof by the
sum of its water and 0il production for the same
interval, PROVIDED, THAT, with respect to those
Tracts which did not produce during the interval
referred to, the fractional water cut shall be
calculated by dividing the water production for
each such Tract during the consecutive six (6)
month interval that ends with the last recorded
production by the sum of such Tract's water and
0il production for the said interval;
multiplying the average monthly Oil production
for the Tract obtained in subparagraph (i)
hereof by the fraction one minus the water cut
appropriate to the Tract as determined in sub-

paragraph (ii) hereof;

-9 -



iv)  dividing the product obtained in subparagraph
(iii) hereof by the sum of all the products
obtained in subparagraph (iii) hereof for all
the Tracts and multiplying by seventy one-hun-

dredths (70/100).

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

100% shall at all times equal one hundred percent (100%).
Part IIX 3.04 This Part III is explanatory and the Tract Participa-
Explanatory

tions shown in Part XXV shall be deemed to be cor-

rectly made in accordance with this Part III,

PART IV

ALLOCATION OF PRODUCTION

Allocation 4.01 All Unitized Substances produced and saved shall

to Tracts
be apportioned among and allocated to the several
Iracts in accordance with their respective Tract
Participations., The amount of Unitized Substances
80 allocated to each Tr;:E, ;nd only that amount,
regardless of whether it be more or less than the

. amount of the actual production of Unitized Sub-

stances from the Well or Wells, if any, on such

Tract, shall for all intents, uses and purposes,

be deemed to have been produced from such Tract.

Delivery of 4.02 The Working Interest Owners entitled to the Unit-
Unitized

Substances ized Substances allocated to each Tract shall have
in Kind

the right to take such Unitized Substances in kind.



Distribution
Within Tracts

Failure to
Take in Kind

4.03

4. 04

Such Working Interest Owners shall have the right

to construct, maintain and operate within the Unit
Area all necessary facilities for taking production
in kind provided the same are so constructed, main-
tained and operated as not to interfere with unit
operations. Any extra expenditures incurred by

Unit Operator by reason of the delivery in kind of
any portion of the Unitized Substances shall be

borne by the Working Interest Owner receiving the
same.

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

on the allocated production in full settlement, sat-
isfaction and discharge of the obligation of any Work-
ing Interest Owner to make royalty payments on Unit-
ized Substances under their respective Leases.

To the extent that any Working Interest Owner entitled
to take and receive in kind any portion of the Unit-
ized Substaneces shall fail to take or otherwise ade-
quately dispose of the same currently as and when

produced, then so long as such conditione continue,



Over- production

4,05

(a)

Unit Operator, as agent and for the account and at
the expense of such Working Interest Owner may, and
upon the instructions of the Operating Committee
shall, in order to avoid curtailing the operation of
the Unitized Strata, dispose of such production and
the account of such Working Interest Owner shall be
credited therewith as having received the same. The
proceeds of the sale of the Unitized Substances so
disposed of by Unit Operator shall be paid to the
Working Interest Owner entitled thereto. The auth-
ority of the Unit Operator to enter into contracts
for the sale of such production shall be limited to
contracts that are limited in time to the minimum
needs of the industry and in any event not exceeding
one (1) year. Any Working Interest Owner not taking
in kind may revoke at will Unit Operator's authority
hereunder by notice in m;}ttng to Unit Operator and
by taking in kind all of its share of production not

previously contracted for sale.

A proper and timely gauge shall be made of all tanks
delivered to Unit Operator to ascertain the gmount
of 0il in such tanks as of the Effective Date. If
any Wells producing into such tanks have made more
than their cumulative production allowable as set

by the Conservation Board, the amount of such over-

- 12 -



(b)

production of 0il then in such tanks which has been
produced from the Lodgepole Formation of the
Mississippian Age shall be deemed to be Unitized
Substances. Except as aforesaid the 01l in such
tanks shall remain and be at the risk of and be the
property of the Working Interest Owner owning the
same prior to the Effective Date, and upon request
shall be delivered in kind to such Working Interest
Owner, or, in the absence of such request, shall

be sold by Unit Operator for the credit of and on
behalf of such Working Interest Owner at not less
than the prevailing wellhead price, and the proceeds
thereof shall be paid by the purchaser directly to
such Working Interest Owner.

If any production in excess of the cumulative produc-
tion allowable of any Tract as of the Effective Date
was sold prior to the Effective Date, the Unit
Operator during the month or months next following
the Effective Date shall withhold from the Unitized
Substances which, except for the provisions of this
subparagraph, would have been allocated to g Tract
or Tracts from which the 0il sold was produced in
excess of the cumulative production allowable, an
amount equal to such excess production on the
Effective Date, and the amount or amounts so withheld

shall be re-allocated to all of the Tracts in propor-

- 13 -



Royalty on Out-
side Substances

Use of Unitized
Substances

(e)

4,06

4.07

tion to their respective Tract Participations. Such
withholding and re-allocation shallbe continued until
the full amount of any such excess production in
respect to any Tract or Tracts has been withheld

and re-allocated.

No allawance shall be made to any interested person
for any under-production of 0il from its Wells prior
to the Effective Date,

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

The Working Interest Owners may use as much of the
Unitized Substances (excluding 0il) as they deem
necessary for the operation and development of the
Unitized Strata, including, but not limited to,
their injection }nto the Unitized Strata and in the
operation of any plant or plants handling Unitized
Substances. No royalty or other payment shall be
payable in respect thereto or in respect to Unitized

Substances unavoidably lost., Such Unitized Substances

- 14 -



Operating
Committee

Representatives
on the Operating
Committee

so used, injected or lost shall be excluded in alloc-

ating production.

PART V

ORGANIZATION OF THE

OPERATING COMMITTEE

5.01

5.02

There is hereby created an Operating Committee which
shall be composed of one representative of each Work-
ing Interest Owner designated as hereinafter provided,
Each Working Interest Quwner shall, at least ten (10)
days prior to the Effective Date, designate by notice
in writing to the Chairman of the Conservation Board
the name and address of its representative on the
Operating Committee and shall further designate an
alternate representative, or alternate representatives
on the Operating Committee who, in the absence of the
designated representative, shall have the rights and
powers of such representative. In the event any Work-
ing Interest Owner fails to designate a representative
on the Operating Committee as aforesaid the Chairman
of the Conservation Board shall designate the Working
Interest Owner himself as such representative or in
the case of a Working Interest Owner that is not a
natural person shall designate any member or officer
of such Working Int erest Owner as such representa-

tive.



Organization 5.03
Meeting of the
Operating {a)
Committee

(b)

(e)
Change of 5.04
Representative

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

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

The Operating Committee, at such organization meeting
shall appeint the Unit Qperator, and the chairman pro
tem of such organization meeting shall promptly notify
the Chairman of the Conservation Board of such appoint-
ment and thereafter thew;gprgsentative of Unit Opera-
tor shall act as Chairman of each meeting of the Oper-
ating Committee without in any manner restricting or
limiting his rights to represent Unit Operator as a
Working Interest Cwner.

Each Working Interest Owner may change its designated
representative,.or designated alternate representative
or alternate representatives, by notice in writing to

the Chairman of the Operating Committee and the Chair-



Voting Interest

Meetings

Voting by
Telegram,etc.

5.05

5.06

man of the Conservation Board. Nothing herein sghall
preclude two (2) or more Working Interest Owners from
designating one (1) member on the Operating Committee
to represent them and to vote and act for them there-
on and such member shall, 1f so required by his
principals cast his vote for each principal separately.
Each member of the Operating Committee, in voting on
all matters coming before the Operating Committee,
shall have a voting interest equal to the Participat-
ing Interest of the Working Interest Owner repre-
sented,

The Operating Committee shall meet on the call of
Unit Operator, or at the request of a representative
of any Working Interest Owner. Unit Operator shall
notify all members of the Operating Committee in
writing at least ten (10) days in advance of any
meeting of the time and,g%acg of the proposed meeting,
and of the specific matters affecting unit operations
which will be presented, discussed and voted upon at
such meeting, and no other matters shall be voted
upon at such meeting unless each Working Interest
Owner is representad thereat and agrees that such

further matters may be voted upon.

53.07 Any member of the Uperating Committee not represented

at any particular meeting may vote, by letter or

telegram addressed to and received by the Unit Opera-

- 17 -



Polls

Minutes of
Proceedings

5.09

tor prior to the hour fixed for the meeting, on any
question presented thereat of which it has been
notified. Members so voting shall be considered
present as regards such matters on which they so
vote, but not for other purposes.

Any question within the province of the Operating
Committee to declde may be determined in the absence
of a formal meeting by a poll of all of the individ-
ual representatives. If such poll is taken it shall
be conducted by the Unit Operator, either by letter
or telegram, and he shall keep a written record of the
results and report the results thereof to the Working
Interest Owners within a reasonable time, either by
notice in writing to each of them, or by report to
them at the next meeting. The voting interests
necessaxy to act upon and determine matters or gues-
tions submitted by letter.or.telegram shall be the
same as otherwise herein provided for. Such vote
shall be made within not less than fifteen (15) days
of the giving of such notice; PROVIDED, THAT, any
failure to vote within the stipulated time, shall be
considered as an affirmative vote.

Unit Operator- shall keep minutes of the proceedings
of each meeting of the Operating Committee and a copy
thereof shall be forwarded to each member thereof.

Such minutes need not be a verbatim record of all the

- 18 -



Voting

Quorum

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

telegram ballot since the date of the last meeting.

PART VI

POWERS AND DUTIES OF

THE OPERATING COMMITTEE

6.01

6.02

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

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

At any meeting o? the Opersting Committee a quorum
shall consist-of the representatives personally pre-
sent of not less than two (2) of the Working Interest
Owners having, in the aggregate, seventy-five (75%)

percent or more of the total Participating Interests.

- 19 -



B e T

Rights Granted
the O.erating
Commnittee

6.03 All rights, powers, privileges and duties hereunder

(a)

(b)

(c)

(d)

(e)

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

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

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

Subject to the rights of Unit Operator pursuant to
Section 7.04 hereof, to approve or disapprove in whole
or in part each and every estimate and item of expend-
itures submitted by Unit-Operator, except those that
were included in a previous approved budget;

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

To £ill any vacancy occurring in the position of Unit

Operator; PROVIDED, THAT, no Unit Operator shall vote

- 20 -



Powers and
Duties

(£)

(g)

(h)

(1)

(1

to succeed itself in the position of Unit Operator;
To represent, or determine who shall represent, the
Working Interest Owners before any governmental body
having jurisdiction with respect to matters pertain-
ing to unit operations; PROVIDED, HOWEVER, that this
shall never be construed as authorization to speak
on behalf of any Working Interest Owner dissenting
from the views to be expressed or to prevent any
Working Interest Owner from presenting its own view
on such matters;

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

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

To approve the method of disposal of surplus Major
Material;

To amend Part XXVII hereof from time to time whether
in whole in in part; PROVIDED, THAT, no amendment
increasing the charges to be‘made by Unit Operator
under Section 27.07 (k) hereof shall become effective
until the approval of the Conservation Board to such

increase in charges has been cbhtained.

PART VII

POWERS AND DUTIES OF UNIT OPERATOR AND
CHANGE (F UNIT OPERATOR

7.01 Unit Operator shall, subject to the provisions hereof

- 21 -



(a)

(b)

(c)

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

Have exclusive charge, management and control of the
development, operation aﬁd production of the Unitized
Strata, and shall have the right and duty to conduct
all operations in comnection therewith including, but
not limited to the following: the drilling, operating,
maintaining, repairing, suspension and abandonment of
all Unit Operated Wells whether for production, injec-
tion or water supply, including wells drilled after
the date hereof and wells taken over under the provi-
sions hereof; and the installation, construction and
operation of Unit Facilities of whatsoever character
necessary or convenient for the conduct of operations
hereunder;

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

Keep true and correct books, accounts and records of
its operations hereunder, and shall furnish to each
Working Interest Owner, on or before the fifteenth
(15th) day of each month, a statement of the amount

of production from the Unitized Strata, sales and

inventory during the preceding calendar month;

- 22 -



Hiring of
Employees

Letting of
Contracts

(d)

(e)

71.02

7.03

Keep the lands and leases used in connection with
unit operations free from liens and encumbrances
occasioned by its operations, excepting the lien of
Unit Operator granted hereunder and excepting liens
in conpnection with which there is a bona fide dispute;
Freely consult with the Operating Committee and keep
it advised of all matters arising in connection with
unit operations, which Unit Operator, in the exercise
of its best judgment, considers important. Unit
Operator shall furnish to the members of the Operat-
ing Committee such reports in connection with unit
operations as the Operating Committee may direct.
Unit Operator shall fix the number of, hire and dis-
miss and pay and supervise all employees required for
the operations hereunder and shall determine the hours
of labour and canpensation to be paid to such employ-
ees. Such employeeg shatl be the employees solely

of Unit Operator.

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

deepening, plugging back of, or other operations
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Unit
Operator's
Authority for
Expenditures

Unit Operator
to Have Rights
of Working

Interest Owner

Change of
Operator

7.04

7.05

7.06

(a)

(b)

in connection with any Unit Operated Well,

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

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

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

Unit Operator:

Shall forthwith cegee to act as Unit Operator in the
event it should Pecome bankrupt or insolvent, or make
any genergl assignment for the benefit of creditors;
May be removed as Unit Operator by an affirmative
vote of members of the Operating Committee repre-

senting Working Interest Owmers, other than Unit
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Release from
Duties

Surrender of
Operating
Rights

Operator, who own at least eighty-five (85%) percent

of the remaining Participating Interests;

(c) May resign at any time upon one hundred and eighty

7.07

(180) days' written notice to the Operating Committee
and to the Board.

In the event of a removal or resignation of Unit
Operator pursuant to paragraphs (b) or {c) of
Section /.06, Unit Operator shall be releésed from
its duties and obligations hereunder at the hour

of seven o'clock in the forenoon, cfficial time

on the first day of the calendar month following
the expiration of one hundred and eighty (180) days
from the date of delivery of notice of such removal
or resignation, or such earlier date as a successoer
Unit Operator shall have been designated by the
Operating Committee, and shall have assumed the

duties of Unlt Operator,

e o

7.08 At the effective time oflfhe release from its duties

of any Unit Operator, or upon the selection of a
successor Unit Operator, the preceding Unit Operator
shall surrender possession of, and deliver to, the
guccessor Unit Operator the exclusive charge, managé-
ment and control of the development, operation and
production of the Unitized Strata and all Unit
Operated Wells, Unit Facilities, common funds in the

possession of Unit Operator and all production, if
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any, which has not theretofore been delivered in
kind, or sold, copies of all pertinent books of
account and records of the unit operations and all
documents, agreements and other papers relating
thereto. Upon the transfer and delivery thereof,
the preceding Unit Operator shall be released and
discharged from and the successor Unit Operator
shall assume all duties and obligations of Unit
Operator hereunder except the unsatisfied duties
and obligations of the preceding Unit Operator
accrued prior to the effective time of the change
of Unit Operator and for which the preceding Unit
Operator shall, notwithstanding its release or
discharge, continue to remain liable.

Selection of 7.09 Forthwith upon the removal or resignation of Unit

Successor Unit
Operator Uperator, or at any time when there is no Unit OQpera-

tor, the Operating Commiﬁyee shall select a successor
Unit Operator to take office contemporaneously with
the effective time of the releagse from its duties

of Unit Operator.

Audit 7.10 The Operating Committee shall cause an audit of the
accounts of the preceding Unit Operator with res-
pect to the operation and development of the Unit
Area to be made.forthwith to the effective time of

the appointment of a successer Unit Operator.



PART VIII

EXPENDITURES AND LIABILITIES

Common Account §.01

Charges to 8.02
Common Account

Unit Operator 8.03
to Make Initial
Payment

Unit Operator shall set up a Common Account on be-
half of the Working Interest Owners for all costs
and expenses incurred by it and all monies received
by it in connection with the development and opera-
tion of the Unit and all of the said costs and ex-
penses shall be charged, and all of the said monies
shall be credited to the Working Interest Owners
in accordance with the provisions hereof,
Subject to the other provisions herecf, all costs,
expenses and liagbilities, whether contractual or
tortious, incurred by Unit Operator on account of the
operations hereunder shall be for the Common Ac;ount
and shall be borne by the Working Interest Owners in
proportion to their respective Participating Interests.
For the purposes wf_ this Plan capital expendi-
tures shall be as determined by the Operating Com-
mittee,
Unit Operator shall initially pay and discharge all
costs and expenses incurred in the operations here-
under, Unit OPerator shall bill each Working Interest
Owner for its share of all costs and expenses and
each Working Interest Quner shall reimburse Unit
Operator for its share of such costs and expenses in

accordance with the provisions of Part XXVII hereof.
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Annual Budget,
etc.

Each Working Interest Owner shall pay all such bills
within thirty (30) days after receipt thereof, and
should any Working Interest Owner fail to pay its
proportionate share of such costs and expenses
within the said thirty (30) day period, the unpaid
amount shall, at Unit Operator's discretion, bear
interest at a rate equivalent to the prime lending
rate of interest then quoted by the chartered bank
used by Unit Operator in Manitoba plus one percent
(1%) per annum, such interest to be calculated from
the end of the said period until paid, and shall be
for Unit Operator's sole account, and Unit Operator
shall have the right at its option at any time there-
after, such default continuing, to enforce the lien
hereinafter provided for upon the respective inter-

ests of such Working Interest Owner,

8.04 As soon as practicable after.the Effective Date here-

of , Unit Operator shall prepare a budget of estimated
costs and expenses for the period from the Effective
Date to the 3lst day of December, A.D. 1972 and on or
before the first day of each November after the
Effective Date ghall prepare a budget of estimated
costs and expenses for the ensuing calendar year.
Such budget shall set forth the estimated costs and
expenses by quarterly periods. Budgets so prepared

shall be subject to adjustment and correction by the

- 28 -



Advances to
Unit Operator
- Capital Fund

8.05

Working Interest Owners from time to time whenever it
shall appear that an adjustment or correction is pro-
per; PROVIDED, HOWEVER, that if Unit Operator's total
expenditurés for the year are within ten (10%) percent
of those costs and expenses approved in any budget,
such expenditures shall be considered as having been
approved. A copy of each such budget and adjusted
budget shall be promptly furnished each Working
Interest Owner.

Approval of the budget by the Working Interest
Owners shall constitute authorization to the Unit
Operator to make the expenditures therein detailed,
Unit Operator, in lieu of advancing monies for the
capital expenditures of unit operations may, at its
election, require the Working Interest Owners to
advance their respective proportionate share of such
capital expenditures by,g%bmitting to each Working
Interest Owner on or before the last day of each cal-
endar month an estimate of such capital expenditures
for the succeeding calendar month based on an approved
budget of estimated costs and expenses or authority
for expenditure together with a request for payment of
such proportionate share. Within fifteen (15) days
from the receipt of such request each Working Interest
Owner shall pay its proportionate share to Unit Opera-

tor., If any Working Interest Owner defaults in res-
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Advances to
Unit Operator
- Operating Fund

pect to such request for payment the same shall, at
Unit Operator's discretion, bear interest at a rate
equivalent to the prime lending rate of interest then
quoted by the chartered bank used by Unit Operator in
Manitoba plus one percent (17%) per annum, such inter-
est to be calculated from the end of the said fifteen
(15) day' period until paid, which interest shall be
for the Unit Operator's sole account. The accounts
between the Working Interest Owners shall be adjusted
to actual costs by Unit Operator in the month's
statement following the month covered by the estimate.
Unit Operator, in lieu of advancing monies for the
costs and expenses incurred in the maintenance and
operation of the Unit Area may, at its election, re-
quire the Working Interest Owners to advance their
respective proportionate share of such costs and ex-
penses by submitting tw each Working Interest Owner
on or before the last day of any calendar month a
request for an operating fund equal to one-twelfth
(1/12th) of the expenses as approved in the annual
budget of estimated expenditures for the unit oper-
ation. Within thirty (30) days from the receipt of
such request, each Working Interest Ouwner shall pay
its proportionate share to Unit Operator. If any
Working Interest Owner defaults in respect of such

request for an operating fund, the same shall, at
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T

Unit Operator's
Lien

8.07

LY

Unit Operator's discretion, bear interest at a rate
equivalent to the prime lending rate of interest then
quoted by the chartered bank used by Unit Operator in
Manitoba plus one percent (1%) per annum, such inter-
est to be calculated from the end of the said thirty
(30) day' period until paid, which interest shall be
for the Unit Operator's sole account. After the es-
tablishment of this operating fund, which will be
Separate from that required in Section 8.05 hereof,
and vwhich shall at no time exceed one (1) month's es-
timated expenditures, each Working Interest Cwner
shall remit to the Unit Operator its proportionate
share of each month's actual billing within thirty
(30) days of receipt, thus maintaining the operating
fund intact., The adequacy of the fund in relation to
current expenses will be reviewed annually or more
often upon request by a Working Interest Owner and
adjustments made as requireAZ

Unit Operator shall, subject to sub-section (4) (k)
(1) (A) and (B) of Section 76 of "The Mines Act", have
a lien upon the interest of each Working Interest
Owner in any unsold Unitized Substances, upon the pro-
ceeds of the sale of any Unitized Substances, and up-
on the interest of each Working Interest Owner in the
Unit Facilities and upon the title of each Working

Interest Owner to and in the Unit Area and the Unit-
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ized Strata. Such lien shall have priority over any
lien by any Working Interest Owner,

In the event of the failure of any Working
Interest Owner to pay its share of the costs and ex~
penses incurred hereunder when due, as provided here-
in, Unit Operator shall be entitled at any time, and
from time to time, to collect and receive the proceeds
of the sale of all or any part of such Working Int-
erest Qwner's share of the Unitized Substances, in-
cluding the proceeds from previously executed sale
contracts made by or for such defaulting Working
Interest Owner. Unit Operator shall apply all such
sums 50 collected against the defaulting Working
Interest Owner's unpaid bills, the excess of such
proceeds over the unpaid bills, if any, to be paid
to the Working Interest Owner entitled thereto and
all sums so applied shall. be. considered as received
from such defaulting Working Interest Ouwner within
the meaning of the provisions contained in Section
8.08 hereof relating to contributions by the other
Working Interest Owners to Unit Operator in the case
of default in payment when due. Unit Operator may
likewigse take any other credit due any such default-
ing Working Interest Owner pursuant heretc and apply
the same against amounts due from such Working Int-

erest Owner, The rights granted to Unit Operator in
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Contributions

to Unit Operator
Upon Fagilure to
Collect Certain
Debts

8.08

this Section shall not be construed as exclusive
remedies but shall be in addition to all rights,
privileges and remedies afforded Unit Operator by
other provisions hereof and by law. -8ervice of a

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

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

If Unit Operator shall not have received full reimbur-
sement for any indebtedness that may become due and
payable by any Working Interest Owner to Unit Operator
after reasonable efforts by Unit Operator to obtain
such reimbursement, each of the Working Interest
Owners, upon the request of Unit Operator, shall, un-

less contrary to any then existing law, contribute to
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Pre-unit
Expense

Commingling
of Funds

Responsibility
for Payments

T e .

8.09

8.10

the reimbursement of Unit Operator the portion of any
such unsatisfied amount equal to the portion that such
Working Interest Owner's Participating Interest bears
to the total Participating Interests of all of the
Working Interest Owners exclusive of the Participating
Interest of the defaulting Working Interest Owner;

and thereupon, each Working Interest Owner so contri-
buting shall be proportionately subrogated to Unit
Operator's right and lien under Section 8.07 hereof.

Each Working Interest Owner shall pay a part of the

reasonable cost, as approved by the Operating Commit
tee, of unitizing the Unit Area in proportion to its
Participating Interest hereunder,

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

joint fund but may be commingled with its own funds.

PN

PART IX

RESPONSIBILITY FOR PAYMENTS

b 9.01

Each Working Interest Qwner shall pay or be respon-
sible for the payment of and shall indemnify all

other Working Interest Owners, including Unit Operator,
against any liability for any Lease rentals, taxes,
(excepting any taxes assessed on Unit Facilities

which shall be paid by Unit Operator and charged to

the Common Account), royalties, overriding royalties,
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Delivery of
Wells -~ Salt
Water Disposal
Wells

oil payments, net profit contracts and all payments
out of, or burdens on, the Lease or Leases and Tracts

contributed by it and received into the Unit Area.

PART X

DELIVERY OF WELLS AND EQUIPMENT

10.01

INVESTMENT ACCOUNT

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

dikes, ditches, fire walls, pits and fences it holds
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Warranty

10.02

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

Within sixty (60) days of the delivery of any
roads, dikes? ditches; fire walls, pits, and fences
Unit Operator shall determine which of them, if any,
require additional expenses in order to permit effi-

cient operation or to comply with government regula-
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Controllable
Material

10.03

tions or to honour surface leases. Unit Operator shall
prepare an estimate of expenditure and after approval
of the Operating Committee, the Working Interest Owner
who contributed the properties at fault shall perform
the work at its own cost and expense, or if such
Working Interest Owner elects not to perform the work
it shall be done by Unit Operator and charged to the
Working Interest Owner at fault.

As of the Lffective Date all wel lsite and operating
equipment and salt water disposal facilities in, on
and serving the Unit Area used in the normal operation
of the Unit Operated Wells as required by the Operat-
ing Committee shall be delivered to and taken over
separate and apart from the unitization of the work-
ing interests and production affected herein and shall
become Unit Facilities.

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

For the purpose of this Part X "Controllable
Material" shall be all material from time to time

classified as such by the Operating Committee, but
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Appointment of
Inventory
Committee

10,04

shall exclude surface and production casing, casing
bowl and casing hanger and £low lines,

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

of the Controllable Material taken orer by Unit
Operator. Each Working Interest Owner, upon reguest
by the Inventory Committee, shall submit to the
Inventory Committee, promptly a complete inventory in
writing of all said Working Interest Owner's Con-
trollable Material so delivered to Unit Operator

and a description of the condition of each item at
the time of such delivery. In the event a Working
Interest Owner has failed to supply such inventory

as aforesaid, the Inventory Committee shall proceed

to inventory such Working Interest Owner's Controllable

Material and shall supply such Working Interest Owmer
with a copy thereof whigh shall be binding upon such
Working Interest Owner unless it protests or questions
such inventory within fifteen (15) days of the receipt
thereof. Said Inventory Committee shall take promptly
an inventory of all said Controllable Material and
check the same against the aforesaid inventories
furnished by the Working Interest Owners. Such inven-
tories shall then be priced at current new price, as
defined in Part XXVII, by the Inventory Committee and

submitted to the Operating Committee who will deter-
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Working
Interest
Owvmner's Initial
Share in Unit
Facilitics

Investment
Account

10.05

10.06

(a)

(b)

(c)

mine the percentage of current new price which should
be attributable to such Controllable Material. Copies
of these priced inventories will then be furnished

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

the Operating Committee, each Working Interest Owner
shall have, subject to Section 10,07 herecf, an
initial share in the Unit Facilities which is equal

to the proportion (expressed as a percentage) that

the value of the Controllable Material delivered by

it to Unit Operator is to the total value of all
Controllable Material delivered by all of the Working
Interest Owners to Unit Operator.

Unit Operator shall set up an Investment Account

for Unit Facilities which shall be calculated at

the end of each calendar year and shall be:

The total wvalue of all Cg@trplhable Material delivered
by all of the Working Interest Owmers to Unit Operator
pursuant to this Part X; plus

The total value of all Controllable Material subse-
quently acquired for the Unit, the cost of which shall
be borne by the Working Interest Owners in accordance
with their respective Participating Interests; less
The total value of all Controllable Material subse-
quently sold, junked or otherwise disposed of.

For the purposes of calculating the Investment
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Worlking
Interest
Ouner's Share
in Investment
Account

Proceeds from
Disposal of
Unit Facilities

10.07

10.08

Account, Controllable Material which has been sold,
junked or otherwise disposed of shall be given the
same value as it was given when 1t was originally
delivered to or acquired by Unit Operator. At the
end of any calendar year the Investment Account
shall be the net of paragraphs (a) plus (b) less (c¢)
of this Section 10.06.

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

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

the first calendar year shall be credited to each
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List of Ease-
ments, etc,

Unit Operator
to Advisc Surface
Rights Required

Working Interest Owner in accordance with its res-
pective iniltial percentage share established under
Section 10.05 and, thereafter, such proceeds shall
be credited to each of them in accordance with their
respective percentage share calculated in accordance

with Section 10.907.

PART XI

SURFACE RIGHTS

11.01 As soon as reaéonably possible after the Effective

11.02

Date, each Working Interest Owner shall submit to
Unit Operator a list of all easements, rights-of-way,
surface leases, rights-of-entry and other surface
rights which it holds and which are required in con-
nection with unit operations together with particulars
thereof, including rentals payable, if any.

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

each Working Interest Owner in writing which, if any,
of its said surface rights will be required for

the operations hereunder, Each Working Interest
Owner shall, upon request in writing by the Unit
Operator, assign such rights to Unit Operator. Any
such assignmént shall, unless contrary to any then
existing law, contain a provision permitting the

assignor of the same the use thereof for exploration

and production operations for strata other than the
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Surrender of
Surface Rights

Surface
Charges to
Coimmon Account

Fee Simple

11.03

11.04

11.05

Unitized Strata without interfering with upit opera-
tions.

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

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

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

Owner, Unit Operator may use the same, provided
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Unit Overator
May Acquire
Additional
Surface Rights

Liability for
Loss of Title

11.06

12.01

that such Working Interest Owner shall be entitled to
receive as rental therefor an amount commensurate
with rentals paid for other surface rights of a like
nature in the Unit Area,
Unit Operator shall also have the right to acquire
such additional surface rights as are necessary for
the operations hereunder, and the expense thereof,
including rentals, shall be charged to the Common
Account.

Unit Operator may also, with approval of the
Operating Committee, enter into an agreement with
any Working Interest Owner for the right to share
in the use of such Working Interest Owner's surface
rights on a basis to be mutually agreed upon between
them, and the cost thereof as so agreed shall be
charged to the Common Account. Unit Operator may
also, with the approval ©f the Operating Committee
enter into agreements with any of the Working Interest
Owners or other persons for the non-exclusive use and
partial maintenance of any roadways, access road, or
similar surface right and the cost or proceeds thereof

shall be charged or credited to the Common Account.

PART XII
INDEMNLTY
In the event any Working Interest Owner does not

have the right to develop and operate any Tract in
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Maintenance
of Leases

12.02

which such Working Interest Owners claims to have a
working interest insofar as such Tract comprises the
Unitized Substances, any loss resulting therefrom
shall be borne by the contributing Working Interest
Owner and to that end, such Working Interest Owner
shall indemnify and hold harmless Unit Operator and
all other Working Interest Owners from any and all
liability, loss, cost or damage sustained by them
and resulting from the failure to have such right;
PROVIDED, HOWEVER, that to the extent that such
liability, loss, cost or damage is based upon the
value of the Unitized Substances produced from such
Tract, such indemnity shall be limited to an amount
equal to the value of that portion of Unitized Sub-
stances allocated hereunder to such Tract,.

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

the Unitized Strata and not required to be performed
by such Working Interest Owner; PROVIDED, HOWEVER,
in the event any Working Interest Owner shall fail

or refuse to do any act or thing or make any payment

required as aforesaid, Unit Operator, with the approval
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Liability for
Loss of Title
to Wellsite and
Operating
Eguipment

Titles
Committee

12.03

13.01

of the Operating Committee, on behalf of and for the
Common Account, shall have the right to perform such
act or make any such payment so required as aforesaid,
and thereupon any monies expended by Unit Operator

in connection therewith shall be charged to the account
of such Working Interest Owner, and Unit Operator

shall have the same rights and privileges with respect
to enforcing the payment of such amounts owed by such
Working Interest Owner as are given to Unit Operator
with respect to any other amount owed by a Working
Interest Owner to Unit Operator hereunder,

Each Working Interest Owner shall be liable to each
other Working Interest Owner, including Unit Operator
for any and all liability, loss, cost or damage sus-
tained by them and resulting from any claim or any
cause of action arising in consequence of any failure
or deficiency in such Working Interest Owner's title

to any wellsite and ope;;%iné equipment, or other
facility taken over by Unit Operator, or in consequence
of any action of such Working Interest Owner with

respect thereto.

PART XITI

APPROVAL OF TITLES

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

to all Tracts in the Unit Area. Each Working Interest
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Disputes and
Non-approved
Titles

3,01

Owner in the Unit Area, shall, upon request, submit

to the Titles Committee all title datas and information
as may be requested by the Titles Committee affecting
the title to its Tracts within the Unit Area. The
Titles Committee shall in writing, and within a rea-
sonable time, recommend to the Operating Committee

the approval or disapproval of title documents sub-
mitted to them pursuant to this Sectian. Upon the
acceptance of the recommendation of the Titles
Committee by the Operating Committee, the title docu-
ments accepted shall be deemed to have been approved
by the Operating Committee; PROVIDED, THAT, no approval
of title documents by the Operating Committee shall be
construed as a warranty or certification of title in
and to any portion of the Unit Area or the Unitized

Substances.

PART XIV

DISPUTES
If there is now or should hereafter be any dispute
involving the working interest in a Tract then the
Working Interest Owner concerned shall immediately
give written notice .thereof to Unit Operator and upon
the receipt of such written notice or in the event
that the Operating Committee does not approve the
title documents to any Tract as in Section 13.01

provided, Unit Operator shall:
- 46 -
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(a)

(b)

(c)

sell the Unitized Substances allocated to the Tract

in respect of which the title documents have not been

approved by the Operating Committee, or in respect of

which the dispute arises;

pay out of the proceeds of the sale

i) the portion of the costs and expenses allocated
or apportioned to the Tract, and

ii) the anount of mmey properly payable to the
Royalty Owner of the Tract pursuant to the provi-
sions of this Section and the Lease pertaining
to the Tract (unless any such dispute involves
the ownership of the royalty interest in the
Tract) and such payment shall be deemed conclu-
sively to be a payment by the person who is sub-
sequently declared to be the owner of the wérking
interest in such Tract on a final determination

of the dispute;

e~

pay the balance of the proceeds to a trust company

to be held by it until settlement has been reached

by the persons interested therein or until a judge of
Her Majesty's Court of Queen's Bench for Manitoba has
-made an order with respect thereto.

In the gveﬁt that any such dispute results in a

change of ownership in a working interest in a Tract
such change shall not retroactively affect any vote

taken pursuant to the terms of Part VI hereof.
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Filing

Plan Binding
on Successors

Assignments,
etc, Subject to
Terms of Plan

15.01

16,01

PART XV

FILING

Unit Operator shall file this Plan with the Department
of Mines, Resources and Environmental Management for
the Province of Manitoba and with the appropriate
Land Titles Office for the Province of Manitoba in

accordance with the provisions of "The Mines Act",

PART XVI

TRANSFER OF INTEREST

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

which the same shall have been acquired.

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

Interest Owner in any land or part thereof in the

Unit Area shall be madewgkpréssly subject to all the
terms and provisions hereof. Such disposition of any
interest whether expressly so provided or not, shall
operate to impose upon the person or persons acquiring
such interest its or their proportionate part of all
costs and expenses and other obligations, if any,
chargeable hereunder to the interest affected by such
disposition, and shall likewise operate to give and
grant to the person or persons acquiring such interest

its or their proportionate part of all Unitized Sub-
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——

When Change 16.03
of Ovmership

Binding

Disposition 16.04

Must Include
Related Interest
{n Unit Facilities
or Unit Area

stances and other benefits which may accrue thereto
under the provisions hereof,

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

person acquiring such interest delivers to Unit

'Operator the original or certified copies of all

instruments, documents and other information necessary
in Unit Operator's opinion to establish a complete -
chain of title. No other kind of notice, whether
actual or constructivé, shall be binding on Unit
Opegator or the other WOrkiﬂg interest Owners.,
Notwithstanding the foregoing, no interest in the

Unit shall be disposed of unless such transaction
ghall include a like disposition of a related interest
in the Unit Facllities and likewise, no disposition of
any interest in the Unit Facilities shall be effective
unless such transaction shall include a like disposi-

tion of a related working interest in the Unit Area,

it being the intention hereunder that no working in-

- 49 -



Assignment
not to Relieve
from Obligations

Unit Operator
not to Assign
Rights

No Surrender
of Leasc
Without Consent

What Term
"disposition"
Inciudes

16.05

16.06

16.07

16.08

terest in the Unit Area shall be owned apart from a
related interest in the Unit Facilities, and vice
versa.

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

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

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

Unit Operator shall not-agsign its right to conduct
operations hereunder.

No Working Interest Owner shall surrender its interest
in any Lease covering any portion of the Unitized
Strata without the written consent of the Operating
Committee, and Fhe approval of the Conservation Bamrd.
The term "disposition" as used in this Part shall
include, but not be limited to, the following; trans-

fer, assignment, conveyance, and sale.

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

not apply to a disposal by way of mortgage, pledge or
hypothecation; PROVIDED, THAT, the mortgagee or pledgee
shall hold its security subject to gll the terms of
this Plan and upon any realization or foreclosure of
the security, the purchaser, mortgagee or pledgee, as
the case may be, shall become bound by all the terms

of this Plan.

PART XVII

INDIVIDUAL RIGHTS AND PRIVILEGES

OF THE WORKING INTEREST OWNERS

17.01 Each Working Interest Owner shall be entitled, at its

own sole risk and expense, to have access to the Unit
Area at all reasonable times upon notice to Unit Oper-
ator for the purpose of inspecting and observing unit
operations, to have access at all reasonable times
upon notice to Unit Operator to any and all informa-
tion pertaining to the Gﬁkt 6perated Wells, the re-
cords of production and the records of all other unit
operations, to be present during the drilling, testing
and completion of all Unit Operated Wells, and to make
copies of well logs, drilling progress and casing
reports, and repeorts of production and storage. The
presence of é Working Interest Owner or its represen-

tative on the Unit Area or on the premises and their

activities in connection therewith shall be at the
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Plan Affects
Only Unitized
Strata

Abandonment
of Wells

17.02

17.03

sole risk and expense of such Working Interest Owner.
This Plan affects only the Unitized Strata. Each
Working Interest Owner may, to the extent it may other-
wise be entitled, conduct, at its own cost, risk and
expense, operations on its Tracts for the discovery
and/or production of other than Unitized Substances,
PROVIDER, HOWEVER, that such operations shall be con-
ducted in such a manner as to interfere as little as
possible with the operations hereunder. Such Working
Interest QOwner shall take all reasonable precautions
customary in the industry and as may be required by
the Conservation Board and by Unit Operator to protect
from waste, pollution, drainage and damage the Unitized
Substances and the Unitized Strata.

If Unit Operator, with the approval of the Operating
Committee, should decide to agbandon any Unit Operated
Well pror to the termination hereof, Unit Operator
shall give to the Working Interest Owner of the Tract
on which such well is located written notice of such
decision, stating whether or not a drilling rig is in
place at such well, and said Working Interest Owner
shall have the Fight and option for a period of forty-
eight (48) hours if a drilling rig is in place, or a
period of sixty (60) days if no drilling rig is in
place, after receipt of such notice to notify Unit

Operator of its election to take over said well, and
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(a)

(b)

(c)

deepen or plug back said well to other than the
Unitized Strata. Within ten (10) days after said
Working Interest Owner has so notified Unit Operator,
sald Working Interest Owner shall pay to Unit Opera-
tor the value of the well equipment as determined in
accordance with the provisions of Part XXVII hereof
less the cost of salvaging the same as estimated and
fixed by the Operating Committee, and at the same
time shall agree by letter addressed to Unit Operator;
to case or seal off the Unitized Strata in said well
in an efficient and workmanlike manner and in accord-
ance with the applicable laws, rules, regulations and
orders;

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

on the ultimate abandonfient bf said well, to plug

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

It is understood, however, that such Tract shall
continue to have allocated to it a percentage share
of the Unitized Substances produced and saved from
the Unit Area in accordance with its Tract Participa-
tion despite the cessation of the production therefrom

and the abandonment of any init Operated Well or all
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Workmen's
Compensation

Insurance

18.01

+ 18,02

wells thereon, In the event that the Working Interest
Owner of such Tract does not elect to take cver such
well, Unit Operator shall proceed properly to plug

and abandon the same in accordance with the applicable
laws, rules, regulations and orders, and shall salvage
such casing and other equipment therefrom as is rea-
sonably practicable, for the Investment Account.

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

occupier thereof.

PART XVIII

INSURANCE
Unit Operator shall coégl} ;ith all laws relating to
Workmen's Compensation in the Province of Manitoba.
Unit Operator shall carry, for the Common Account,
such insurance as may be approved by the Operating
Committee and shall notify each Working Interest
Owner in writing currently as to the kind and amounts
of such insurance. Notwithstanding anything herein
contained each Working Interest Owner shall have the

right to be a self-insurer as to its 1lnterest in the

Unit Facilities.
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Contractor's 18.03
Insurance

Settlement of 18.04
Claims

Unit Operator's 18.05
Liagbiltity

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

by the Operating Committee.

Unit Operator may settle any claim arising out of

unit operations and not discharged by insurance as
herein provided, but no claim shall be settled by Unit
Operator in an amount in excess of Two Thousand
($2,000,00) Dollars unless Unit Operator first obtains
the approval of the Operating Committee to such settle-
ment.

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

indemnified or held harmless for any loss, damage,
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claim or liability resulting from the gross negli-
gence or wilful misconduct of Unit Operator or any

of its employees exercising supervisory functions,

but no act or omission of Unit Operator shall, of
itself, be deemed gross negligence or wilful misconduct
if such act or omission is done or omitted at the
instructions of, or with the concurrence of, the

Operating Committee.

PART XIX
GENERAL
No Right of 19.01 No Working Interest Owner or Royalty Owner shall claim
Partition
the benefit of any laws or statutes of the Province
of Manitoba relating to partitioning of real or per-
sonal property and no person shall resort to any ac-
tion at law or in equity to partition the aforesaid
Unit Facllities and lands affected by this Plan, in-
cl uding the Utized S;-i“z‘ita‘.
Force Majeure 19.02 All obligations hereunder shall be suspended while,

. but only so long as, any person is prevented from
complying therewith, in whole or in part, by strikes,
lockouts or other industrial disturbances, fire,
explosion, wat, civil disturbances, tempest, flcods,
acts of Go&, or the Queen's enemies, unavoidable
accidents, uncontrollable delays in transportationm,
Federal, Provincial or Municipal laws, rules, regula-

tions or oxders, inability to obtain necessary
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No Co-operative
Marketing

Titles
Unaiffected by
Unitization

Duties
Scparate not
Joint or
Collective

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

and PROVIDED, FURTHER, that no person shall be required
against its will to adjust or settle any labour dis-
pute; and also PROVIDED, FURTHER, that lack of funds
shall not be construed as a cause beyond the reason-
able control of any person. This Plan shall not term-
inate while operations hereunder are prevented by

reason of any of the aforesaid causes.

19.03 Nothing herein shall be construed as providing direct-

ly or indirectly for any co-operative or joint szle

or marketing of Unitized Substances.

19.04 Nothing herein shall be construed as a transfer of

title to, or interest in, the Leases, Tracts or
Unitized Strata or in the Unitized Substances before

the production thereof.

19.05 The duties and ebligations hereunder shall be separate

and not joint or collective, and nothing contained
herein shall ever be construed to create a partnership
of any kind, or an association, or as imposing any

partnership duties, obligations or liabilities.
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Individual
Obligation

Term of Plan

Rights on
Termination
of Plan

19.06 Except as otherwise expressly provided herein, each

20.01

20.02

Working Interest Owner shall be individually respon-
sible only for its own obligations as set out herein,
and shall be liable only for its proportionate share

of the costs and expenses and liabilities.

PART XX

TERM OF PLAN

This Plan shall remain in full force and effect so
long as Unitized Substances are produced or are cap-
able of being produced from the Unitized Strata in
paying quantities and as long as operations are con-
ducted on the Unit Area, and thereafter until all Unit
Operated Wells have been abandomned and plugged, or
othervise disposed of, and all personal property has
been salvaged and all real estate has been disposed
of by Unit Operator. NpFwithstanding anything herein
contained, this Plan shall, subject to the approval
of the Conservation Board, terminate and be at an end
upon the concurring vote of a majority of the Working
Interest Owners owning at least ninety-five percent
(55%) of the Particips ting Interests and such vote
shall be binding upon all the Working Interest Ouwners
and Royalty Owners.

Upon the termination of this Plan, all rights in and
to the Tracts shall revert to the owners and lessees

thereof, and Unit Operator shall arrange for the
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Salvage Costs

salvaging, liquidation and other distribution of the
Unit Facilities. The owner of the working interest
in any such Tract desiring to take over and continue
to operate a Unit Operated Well located thereon may
do so by notifying Unit Operator in writing of its
election to take over sald well and by paying Unit
Operator, for the benefit of all Working Interest
Owners, the fair net salvage value of the euipment
used in the operation of such well and by agreeing
to plug the well in accordance with the applicable
laws, rules, regulations and orders at his expense
at such time as it is abandoned.

With respect to all wells not taken over by
individual Working Interest Owners, Unit Operator
shall salvage as much of the casing and equipment
in or on such wells as can economically and reason-
ably be salvaged and ;Hsll-cause such wells to be

properly plugged and abandoned in accordance with

the applicable laws, rules, regulations and orders.

20.03 The VWorking Interest Owners shall share the cost of

salvaging, liquidation, o other distribution of
asscts and properties used in the development and
operation of the Unitized Strata in proportion to

their respective interests in the Unit Facilities.



On Termination
of Plan ~
Operation Shall
Cease

Working Interest
Owners to Advise
Royalty Owmers
of Termination

Rehearing,
Amendments,
etc.

20.04

20,05

20.06

(a)

(b)

(c)

Upon termima tion of this Plan the further develop-
ment and operation of the Unit Area as a Unit shall
be abandoned, unit operations shall cease, and
thereafter the Working Interest Owners and the
Royalty Owners shall be governed by the terms and
provisions of the Leases affecting the separate
Tracts.

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

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

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

The Conservation Board, after full consideration of
the applic;tion of any Working Interest Owner, decides

that such application should be heard.
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Single Working
Interest Owner

PART XXI

SINGLE WORKING INTEREST OWNER

21.01 In the event that and for so long as there is only

{a)

(b)

one Working Interest Owner in the Unit:

the following terms of this Plan shall not apply:
Parts V, VI, Section 7.04 of Part VII, Parts VILI,

X, XI, XII except Section 12.02, Section 26.01,

and Part XXVII;

all reference in this Plan to"Working Interest
Owners", "Operating Committee" or "Unit Operator"
shall refer to such slngle Working Interest Owner
only and such single Working Interest Owner shall
take the place of or perform the function of "Working

Interest Owners", "Operating Committee" or "Unit
» P g

Operator",
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PART XXIL

WELLS DELIVERED TO UNTT OPERATOR PURSUANT TO PART X

Chevron West Butler Prov. 13-29-0-29

Chevron West Butler Prov. 16-30-9-29

Chevron West Butler 1-31-9-29

Chevron West Butler 2-31-9-25

Chevron West Butler 8-31-9-29
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PART XXIII

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

TRACT NIMBIR . LEGATL, BESCRIPTION

TOWNSHIP 9, RANGE 29, WPM

13-29 Lsd. 13, Section 29
16-30 Lsd. 16, Section 30
1-31 Lsd. 1, Section 31
2-31 Lsd. 2, Section 31

8-31 Lsd. 8, Section 31



PART XXIV
MAP OF UNIT AREA

[

LEGEND

® QILWELL

—+— ABANDONED OILWELL
o NUMBERED TRACT

1- 31

UNIT BOUNDARY

TWP 9 RGE 29 WPM




PART XXV

TRACT NUMBELR TRACT PARTICIPATION
13-29 21.33365
16-30 21.76131
1-31 3.99741
2-31 33.18656

8-31 19.72107



Provision {or
Schedule of Working
Interest Owners and
Participating
Interests

LY

Single Working
Interest Quner

PART XXVI

PARTICIPATING INTERESTS

26.01

26.02

The Unit Operétor shall as soon after approval of
title by the Operating Committee under Part XIII

is deemed to have been made, prepare and submit to
the Working Interest Owners, Schedules setting

out the Working Interest Owners of the Tracts and

the Participating Interests in the Unit. Upon the
approval of the Operating Committee the Unit Operator
shall cause such Schedules to be published in one
issue of The Manitoba Gazette,

The Unit Operator shall from time to time at
the discretion of the Operating Committee prepare and
submit to the Working Interest Owners, revised
Schedules setting out any change of ownership in the
Tracts or Participatiqg‘lnterests in the Unit, and
shall cause such Schedﬁlés to be published in one
issue of The Manitoba Gazette,

In the event that there is only one (1) Working Int-
erest Owner the Unit Operator shall as soon as poss-
ible after approval of titles under Part XIII pre-
pare and capse.to be published in one issue of The
Manitoba Gazette Schedules setting out the Working
Interest Owners of the Tracts and the Participating

Interests in the Unit,



Definitions

"Joint Property"

"Major Material"

"™Material"

"Condition "A"

"“"Condition "B"

27.01

(a)

(b)

(c)

PART XXVIL

ACCOUNTING PROCEDURE

In this Part:

"Joint Property" shall mean the respective Tracts

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

"Major Material' means:

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

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

Pumping Unit

Pumping Motor

Automatic controls

Separators

Heaters

Treaters

Tank complete with thief hatches

and any other material the Current New Price of

which exceeds One Thousand ($1,000.00) Dollars.

shall mean equipment and supplies.
With respectto classification of material:

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

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

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

(b) at Seventy-five (75%) pexcent of Current
New Price less depreciagtion consistent with
its usage on and service to the Joint
Property, if material wae originally
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charged to the Common Account at Seventy-
five (75%) percent of Current New Price.

"Condition "¢ (iii) Other used material (Condition "¢y, being

"Condition 'D"

"Condition "E

”Temporarily Used

Equipment"

"Current New (d)
Price" *
Fixed Agset 27.02
Records
Statements 27.03

and Billings

material which:

(a) after reconditioning will be further service-
able for original function as good second-
hand material (Condition "8"), or

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

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

(iv) Used material (Condition ‘'p™) being material

which cannot be classified as Conditien '"B"
or Condition ™C" ghall be pPriced at a value
comensurate with its use.

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

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

when the time of actual use does not Justify
the reduction in Price as provided above such
material shall be priced on 1 basis that will
leave a net charge to the Common Account con-
sistent with the value of the services rendered
and adequate for the time the material was in
use.

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

Fixed Asset Records shall be maintained for all
Controllable Material as defined in Section 10,03,

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

Ad justments

Audits

Charges to
Common Account

27.04

27.05

27.06

27.07

(a) Detailed statement of Controllable Material.

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

(c) Detailed statement of all other charges and
credits.

See Sections 8.03, 8.05 and 8.06,

Payments of any such bills shall not prejudice the
right of any Working Interest Owner to protest or
question the correctness thereof. Subject to the
exception noted 27.06 below, all bills rendered to
the Working Interest Owners by Unit Operator during
any calendar year shall conclusively be presumed to
be true and correct after Twenty-four (24) months
following the end of any such calendar year, unless
within the said Twenty-four (24) month period any
Working Interest Owner takes written exception thereto
and makes a written claim on Unit Operator for adjust-
ment. Failure on the part of the Working Interest
Owner to make such a claim on Unit Operator within
such period shall establish the correctness thereof
and preclude the filing of exceptions thereto or
making of claims for adjustment thereon.

Any audit committee appointed by the Operating
Committee, upon notice in.writing to the Unit Operator,
shall have the right to audit Unit Operator's accounts
and records relating to the accounting hereunder for
any calendar year within the Eighteen (18) month
period following the end of such calendar year. The
Working Interest Owners shall have Six (6) months

next following the examination of the Unit Operator's
records within which to take written exception to and
make any and all claims on the Unit Operator. Such
audit committee shall make every reasonable effort to
conduct such auditing in a manner which will result

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

Subject to the limitations hereinafter prescribed, Unit
Operator shall charge the Common Account with the
following costs of development and operation of the
Joint Property:
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(a)

(b)

(c)

(d)

(e)

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

Unit Operator's cost of vacation and expendi-

tures or contributions imposed or assessed by

any governmental body having jurisdiction with
respect to such salaries and wages referred to
in paragraph (a) of Section 27.07.

Unit Opegrator's current cost of established
plans for employees' group life insurance,
sickness and disability benefits, hospitaliza-
tion, pension, retirement, stock purchases,
thrift, bonus and other benefit plans of like
nature, applicable to such salaries and wages
provided for in paragraph (a) of Sectiom 27.07.
Provided that such charges shall not exceed
twelve (12%) percent of the total of the salaries
and wages charged under paragraph (a) of Section
27.07. It is agreed, however, that if this
limitation of twelve (12%) percent shall be
found to be insufficient, the same may be in-
creased from time to time when authorized by

a vote of the Operating.Committee,

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

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

(g)

()

specific approval of the Operating Com-
mittee.

{ii) Moving surplus material from the Joint
Property to outside vendees, if sold f.o.b.
destination, or minor returns to Unit Opera-
tor's warehouse or other storage point., No
charge shall be made to the Common Account
for moving surplus material to Unit Opera-
tor's warehouse or other storage point for g
distance greater than the distance to the
nearest reliable supply store or railway
receiving point, except by specific approval
of the Operating Committee, and no charge
shall be made to the Common Account for
moving material to other properties belong-
ing to Unit Operator, except by specific
approval of the Operating Committee,

(iii) 1oving expenses of employees incurred by the

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

{1) Contract services and utilities procured from
ocoutside sources. Services of outside profes-
sional consultants shall not be charged
unless approved by the Operating Committee.

(ii) Use of and service by Unit Operator's ex-
clusively owned equipment and facilities as
provided in Section 27.11.

Costs or expenses necéssaty to replace or repair
Joint Property damaged or lost through fire, fliood
storm or any other cause not controllable by Unit
Operator through the exercise of reasonable dili-
gence. Unit Operator shall furnish the Working
Interest Owners with written notice of damage or
losses incurred as soon as practical but nd later
than fifteen (15) days after report ol same has
been received by Unit Operator.

All costs and, expenses of litigation or legal
services necegsary or expedient for the protaction
of the Joint Property, including legal fees and
expenses as hereinafter provided, together with
all judgments obtained against or chargeable to
the Common Account or the Joint Property; actual
expenses incurred by any Working Interest Ouwners
in securing evidence for the purposes of defending
any action or claim prosecuted or urged against
the Common Account or the Jeint Property.
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(1)

(1

(k)

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

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

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

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

Area, Division and Administrative Overheasd:

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

(i) Salaries and expenses of the Unit Opera-
tor's area superintendent and other gen-
eral area or field employees, managing
officers and employees of the division
and/or principal office other than tnose
who are.directly engaged on the Joint
Property and whose salaries are charge-
able to the Common Account under the pro-
visions of paragraph (a) of Section 27.07.

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

- 72 -



(iii)

preciation on investment.

Any other costs of operating the division
and/or principal office of the Unit Oper-

ator.

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

(a)

(b)

(c)

per month for all producing
operations.

Dollars per day for

each drilling well, wells being plug-
ged back, drilled deeper, reworked, or
convered to source or input wellis;
charges to commence on the date the
well is spudded and terminate when the
drilling rig or service rig as the
case may be is released, except that
no charge should be made during the
suspension of drilling operatims for
Fifteen (15) or more consecutive days.

The charge in respect to construction

of Unit Facilities, including, but not

limited to, water injection plant,

battery conselidation, injection pipe-

line systems and water supply systems

shall be calculated on direct expen-

ditures on the following basis:

5% of expenditures up to $50,002.00,
plus

3% of expenditures over $50,000.00 and
up to $160,000.00, plus

1% of all expenditures over $100,000.00.

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

(m)

Operator.

Rentals, payments in lieu of actual production
and royalties, when paid by Unit Operator for
the Common Account.
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(n)} Any other expenditures incurred by Unit Operator
except that no charge shall be made for any
interest or financing charges incurred by Unit
Operator except where incurred with the approvad
of the Operating Committee,

Basis .of 27.08 (i) Outside Purchases

Charges to

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

(ii) Material Furnished by Unit Operator

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

{(a) New Material - Condition "A"

(b)

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

Used Materials- Condition "B" and "C"

(1) Material which is in sound and service-
able condition and is suitable for re-use
without reconditioning shall be ciassszd 5=
Condition "B" and priced at Seventy-five
(75%) percent oﬁ_gurrent New Price.

{2) Material which cannot be classified

as Condition 'B" but thich

(1) after reconditioning will be
further serviceable for criginal
function as good secondhand material
{Condition "B'"), or

(ii) is serviceable for original
function but substantially wot sult-
able for reconditioning,

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

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

Warranty
of Material

Unit Operator's
Exclusively Ouned
Facilities

27.09

27.10

27.11

(4) Any equipment involving erection costs
will be charged on a basis not Lo exceed
Seventy-Five (75%) percent of Current New
Price for Similar materilals in a dismantled
state,

Whenever materials are not readily obtainable at the
customary supply point and at Current New Prices ba-
cause of national emergencies, strikes or other unusual
causes over which Unit Operator has no control, Unit
Operator may charge the Common Account for the requirec
materials on the basis of Unit Operator's direct cost
and expense incurred in procuring such materials, in
making it suitable for use, and in moving it to the
Joint Property; PROVIDED, HOWEVER, that each Workiag
Interest Owner is notified in writing prior to the
acquisition of such material, whereupon each Working
Interest Owner shall have the right by so electi=g and
notifying Unit Operator within Forty-eight (48) hours
after ‘receiving notice from the Unit Operator, to fur-
nish in kind or in tonnage as may be agreed, at the
location, nearest railway point, or Unit Operato:'s
storage point, within a comparable distance, all or
pa=t of his share of material suitable for use and
acceptable to Unit Operator. Transportation costs

on any such material furnished by a Working Interest
Owner at any point other than at the location shall be
borne by such Working Interest Owner. If, pursuant

to the provisions of this paragraph, a Working Tnterest
Owner furnishes material in kind, Unit Operatcs shall
make appropriate credits therefor to the accouni of
such Working Interest Owner,
Unit Operator does not warrant the material furnished
beyond or back of the dealer's or manufacturer’s
guarantee; and in case of defective material, credit
shall not be passed until adjustment has been received
by Unit Operator from the manufacturer or their agents.

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

Whenever requested, Unit Operator shall inform the
Working Interest Owners in advance of rates it pro-
poses to charge. Rates shall be revised from time
to time when foumd to ba either excessive or ip-
sufficient.
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Disposal of 27.12
Leasc Equipment
(a) The term '"'minor equipment” shall mean any matierial or

items of Unit Facllities not described as Major
Material., Unit Operator may dispose cf any it.r
of minor equipment, which it deems to be unnecessary
for the Unit operation hereunder, to such perscu and
for such price as 1t sees fit without referenc« to
the Operating Committee,

(b} Unit Operator may dispose of any item of Major
Material which it deems to be surplus to the urit
operations at current market demand prices prevailing
in the area without obtaining prior approval of the
Working Interest Owners. The Unit Operator wiil
supply to each Working Interest Ouwner every Six (6)
months detalls of Major Material deemed to be surplus
or anticipated to become surplus during the ewstving Six
(6) months. Further, any &uthority granted to the
Unit Operator to dispose of a Non-Operator's share
of material shall be revocable at the will of the
Non-Operator,

(c) Proceeds from the sale of surplus Material shall be
credited to the Common Account,

Inventories 27.13

(a) Regular inventories of Controllable Material shall
be taken by an Inventory Committee appointed by the
Operating Committee and at intervals specified uy the
Operating Committee; PROVIDED, HOWEVER, that construc-
tion projects as outlined inm the budget shzll be
inventoried by the Inventory Committee within one
year of completion and copies of any such inventory
shall be furnished to all Working Interest Ouwners,

(b) Reconciliation of inventory with the Investment
Account shall be made by the Inventory Comrittze, and
a list of overages and shortages shall be submitted
to the Working Interest Owners for thelr approval
within sixty (60) days from the taking of such in-
ventory, .

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

(d) The expense of the Inventory Committee s all be
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(e)

charged to the Common Account,

Any Working Interest Owner shall have the right at
any time to request in writing the taking of a
special inventory, The taking of such special
inventory shall be commenced within Fifteen (i5)
days after the receipt of notice therecf., The
expense of Unit Operator's representa:tive in con-
ducting any special inventory so requested shall

be charged to the separate account of the requesting
Working Interest Ouner.
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PART XXV

ELECTRICAL LOG
Chevron West Butler 1-31-9-29
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CABINET MEMO

DEPARTMENT OF MINES, RESOURCES AND FNVIRONMENTAL MANAGEMENT

SUBJECT:
The 011 and Natural Gas Conservation Board Unitization Order No, 14.

FXPLANATION:

The 0il and Natural Gas Conservation Board held a public hearing in
Winnipeg, Manitoba, June 21, 1972, in respect of an application by
Chevron Standard Limlted, for spproval of a "Plan for Unit Opers~
tion Governing the Unitized Management Operation and Further Develop-
ment of the West Butler Unit No, 1", belng a part of the Weat Butler
Fileld.

The evidence submitted at this hearing satiasfied the Board that the
proposed Plen would prevent waste and Increase the ultimate recovery
of oll,

There were no objections to the proposal, and the Plan has been ap-
proved, in writing, by one hundred percent (100%) of the working
interest owners and the royalty owners in the proposed Unit Area,

PROPOSAL ¢

The Board is prepared to order, subject to the approval of the
Lleutenant Governor in Council, that part of the West Butler Field,
to be known as the "West Butler Unit No, 1", be operated as a Unit,

RECOMMENDATION ¢ .

That approval be given to the Order of The 011 and Natursl Gas Cone
servation Board, providing that, on and after September 1, 1972, &
certain part of the West Butler Field be operated as a Unit in ac-
cordance with the Plan for Unit Operation Governing the Unitized
Management Operation and Further Development of the West Butler
Unit No, 1.

TG TINESNS oF NS,
RESOURCES AND ENVIRONMENTAL
MANAGEMENT,

Date Typed: July 13, 1972.
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THE REGULATIONS ACT

CERTIFICATE

(sec. 13 Reg. 1-45)

I .. ﬂ‘erek ﬂedson ................................................................... ..., Clerk of the Executive Council

3

hereby certify that the attached regulation marked “A” is a true copy of the original regulation:—

(Title or SubJect Matter)

(b} made pursuant to The Mines Actg

(Act authorizing)

(c) by _ His Honour the Lieutenant Governor in Council;

(d) on the. Sm’ . ......day of Augugt! . AD, 197ﬁ;

Clerk of the Executive Council
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PART XXIII

THE LANDS IN THE PRGVINCE COF MANITOBA WHICH COMPRISE
THE WEST BUTLER UNIT NO., 1 ARE AS FOLLOWS:

TRACT NUMBER

13-29
16-30
1-31
2-31

8-31

LEGAL DESCRIPTION

TOWNSHIP 9, RANGE 29, WPM

Lsd. 13, Section 29
Lsd. 16, Section 30
Lsd. 1, Section 31-
Lsd. 2, Secktion 31

Led. 8, Section 31

5 ¢ onme . s salemt e o
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~ PART XXIV -
MAP OF UNIT AREA
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TRACT NUMBER

13-29
16-30
1-31
2-31

8-31

PART XXV

TRACT PARTICIPATION

21.33365
21.76151

3.99741
35.18656

19.72107

e e e
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Department of Mines, Resources
and Environmental Management

JUL 131972

DIRECTOR OF MINES

o o a VWP
This is the Schedttre—t " }eferred to in

Order-inﬁ' iouncil Qﬂb...z_}

THE OIL AND NATURAL GAS CONSERVATION BOARD Clerk of the Executive Council

UNITIZATTON ORDER NO. 14

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

Made and passed pursuant to "The Mines Act", Cap. M160, R. S. M.,
1970, and amendments thereto, by The 0il and Natural Gas Conserva—
tion Board of Manitoba.

1. Effective at the hour of seven o'clock in the forenoon, official
time, on the first day of September, 1972, a certain part of the
West Butler Field, to be known as the Unit Area, shall be operated
as a unit in accordance with the Plan for Unit Operation Governing
the Unitized Management Operation and Further Development of West
Butler Unit No. 1, dated May 15, 1972, and shall be known as the
West Butler Unit No, 1.,

2, Parts XXIII, XXIV, and XXV, being excerpts from the Plan, and
attached hereto, shall be published in The Manitoba Gazette.

0il and Natural Gas Unitization Order No, 14,
made and passed this 12th day of July,
A. D., 1972, at the City of Winnipeg, in
the Province of Manitoba, by The 0il and
Natural Gas Conservation Board.

Approv
) o S
L L g A S a4
Toonard S Evans, We Winston Mair,”
Acting Minister of Mines, Chairman,
Resources and Environmental The Qil and Natural Gas
Management. Conservation Board,
Y o /
iy 7% ‘4}/} /~
J., S. Roper, - i, Je Gobert
Deputy Zhairman, Meriber,
The 0il and Natural Gas The 0il and Natural Gas

4 Conservation Board. Conservation Board.
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day of Aupust AD

2%

-

The

JNibCan,

ADMINISTRATOR

LAdA duahit-Covethat]

The Honourable Mr. SCHREYTER

et g s

In The Executive Councii Chamber, Winnipeg

day of August AD. 19 72.

PRESENT

in the Chair.
Mr. CHERNIACK

Mr. PAULLEY o
Me MACKLING .
Mr. GREEN )

Mr. MTLLER Y

My, TOUPIN ; S

we e (e #0238
M, PAWLEY SR N

Mr. HANUSCHAK I

Mp. DOERN -

e DESJARDINS

Mr. MCBRYDE
ON MATTERS OF STATE

To His Honour the Lieutenant-Governor-in-Council
The undersigned, the Minister of Mines, Resources_and Environmental

At Covernment Housé in the City of Winnipeg

APPROVED AND ORDERED this

Managament e

_submits for approval of Council a report setting forth that:

WHEREAS | subsections (1), (2), and (3) of Section 76 of "The
Mines Act", being Chapter M160 of the Revised Statutes of Manitoba, 1970,

provide as follows:

v76(1) The board, upon its own motion, may, or,
uponn the application of a working interest owner

of a tract that exceeds a spacing unit in area,

and that is within the pool, field, or part thereof,
shall hold a hearing to consider the advisability
or necessity for the operatiorr-of & pool, field, or
part thereof, as a unit,

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

76(3) 1If the board is of the opinion that the opera-
tion of the pool, field, or part thereof, as a unit
would prevent waste therein having regard

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

(b) to the gathering and processing of
gas;

(¢} to the disposal of salt water pro-
duced;

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

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

the board may, with the approval of the Lieutenant
Governor in Council, order that the pool, field, or
part thereof, be operated as a unit.";
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AND WHEREAS, Section 77 of "The Mines Act", as enacted by
Chapter M160 of the Revised Statutes of Manitoba, 1970, provides as
follows:

w77, The board shall not make an order under
subsection (3) of section 76 unless

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

(b) the royalty owners having seventy-
five per centum of the royalty interests of
the head lessors in the oil and gas produced
from the unit area have agreed in writing to
the proposed plan of unit operation, or, if
one royalty owner has seventy-five per centum
or more of the royaliy-interests of the head
lessors in the oil and gas produced from the
unit area but does not have all such royalty
interests, that royalty owner and at least
one other royalty owner having such royalty
interests, have agreed in writing to the
proposed plan of unit operation.";

AND WHEREAS, The (il and Natural Gas Conservation Board re—
ceived an application from Chevron Standard Limited, on behalf of it-
self in the West Butler Field in Manitoba, requesting the Board to hold
a Hearing to consider the advisability or necessity for the operation
of a certain part of the West Butler Field in Manitoba as a unit, and
to consider a proposed plan of unit operation of the proposed unit area;

AND WHEREAS, the Board, pursuant to Section 76 of "The Mines
Act", held a public Hearing on Juns 21st, 1972, for the purpose of con-
sidering a Plan for Unit Operation Governing the Unitized Management
Operation and Further Development of West Butler Unit No. 1

AND WHEREAS, upon due consideration of the submissions and
testimony at the Hearing, the Board has found:

(a) That the operation of a certain part of the
West Butler Field in Manitoba, as more particu-
larly delineated in the Plan for Unit Operation
Governing the Unitized Management Operation and
Further Development of West Butler Unit No. 1,
dated May 15, 1972, is reasonably necessary to
prevent waste, and to increase substantially
the recovery of oil;



(b) That the value of the estimated additional
recovery of oil and gas resulting from such
operation will exceed the estimated addi-
tional cost incidental to the conduct of
such operation;

(c) That such operation will result in general
advantage to the owners of oil and gas
rights within the proposed unit area;

(d) That the provisions of Section 77 of "The
Mines Act™ have been complied with;

AND WHERFAS, subsections (1) and (3) of Section 4 of "The
Regulations Act"™, being Chapter R60 of the Revised Statutes of Manitoba,
1970, provide as follows:

",(1) Subject to subsections (2) and (3), the
registrar shall, within one month of the filing
thereof, publish every regulation in The Manitoba
Gazette,

4{3) Where a regulation, in the opinion of the
Lieutenant Governor in Council,
(a) 1is of such length as to render
publication thereof in The Manitoba Gazette
unnecessary or undesirable; and

(b) 1is or will be available to all
persons who are likely to be interested
therein;

the Lieutenant Govermor in Council, by order in
council, may dispense with the publication thereof;
and the regulation, upon registration thereof, is
as valid against all persons as if it had been
published.";

AND WHEREAS, on the 12th day of July, 1972, The Qi1 and
Natural Gas Conservation Board made Unitization Order No. 14, as
set out in the Schedule attached hereto;

AND WHEREAS, it is deemed necessary and expedient that the
said Order be approved, and that the publication of the Plan, referred
to in the sald Unitization Order, in The Manitoba Gazette be dispensed
with.
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THEREFORE he, the Minister, recommends:

1. THAT Unitization Order No. 14 and Plan attached thereto, made by
The 0il and Natural Gas Conservation Board on the 12th day
of July, 1972, be approved.

2. THAT publication of the Plan, atiached to the said Unitization
Order No. 14, in The Manitoba Gazette be dispensed with,

SmeitteZ/i{d Recommended // 7

/ Ay Ky
./ RS o
i : . .
) / ,:f Minister of Mines, Resources and Environmental Management,
{ j;/Qé/ Upon consideration of the foregoing report and recommendation Council advises that it
,/]/}/ be done as recommended by the Honourable thedMinister of Mines, Besources and Environmental
/--' /‘}" Management ; and His Honour the Lieutenant-Governor-in-Council is pleased to
the said report and recommendation and doth order dccgrdingl

anprov

- ‘ President o
- or
Presiding Member of the Executive Council.

EC-a-10



TH: OIL ANL NATURAL GAS CONGSERVATION BOARD

UNITIZATION ORDER MNO. 14

oA, T

Department of Mines, Resourees
and Environmental Management

Jul 131972

DIRECTOR Of MINES

Pertaining to the Unitized Management Operation and Further

levelopment. of West Butler Unit No. 1.

Made and passed pursuesnt to "The Mines Act",

Caps M160, Re S¢ M.,

1973, and amendments thereto, by The 0il and Ratural Gas Conserva-

tion Board of Manitoba.

L. Effective at the hour of seven o'clock in the forenoon, official
time, on the first day of September, 1972, a certain part of the
dest Butler Field, to be known as the Unit Area, shall be operated
83 a wnit in accordance with the Plan for Undt Operation Governing

he Unitized Management Operation and Purther Development of West
Butler Unit No. 1, dated May 1%, 197%, snd shall be known as the

Yest Butler Unit No. 1.

e Parts OIII, XIV, anc¢ XXV, being excerpts from the Plan, and
attached hereto, chall be publirhed in The Manitoba Gazette,

Jil end Natural Gas Unditization Order Ho. 14,

macde and passed this 12th day of July,

As Doy 1972, at the City of Winnipeg, in

lie Province of Manitoba, by The Oil and
Natural Gas Conservation Board,

Approved:

Leonard S. Fvans,

Acting Minister of Mines,

Resources and Invironmental
Management,

:’7
= A’ j;{/

Jde Os HOper

Peputy Chgdrman,

The 0il and ¥atural Gas
i Conservation Board,

e Winst

on Hait,
Chalrman,
The 0il and Natursl Gas

Conservetion Board,

Hembef,
The 0il and Natursl Gas
Conservation Board.
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December 29, 1972

Chevron Standard Limited
400 = Fifth Ave., S.u.

Calgary, Alta.
T2P OL7
Attention: R. R. Mahaffey

Dear 5ir: Re: Unitization Order #14
West. Butler Unit No. 1

Enclosed herewith certified copy of the above
mentioned Unitization Order #14 duly endorsed as to.the
registration in this office under Document # 861-0 together
with Receipt 39486 in the amount of $6.00.

This Unitization Order has been registered
against Crown 0Oil and Gus Leases 4Lk and 446,

Tours truly,

Rs F. Na om,

Chief Mining Recorder

/ed



Chevron

Chevron Standard Limited
400 - Fifth Ave. SW., Calgary, Alberta T2P QL7

«

R R Mahatey =
General Altorney i . December 14, 1972

. b wJ/‘y‘ 41'
Vo | } W{}s"l
)) { rk' Kzt

West Butler Unit No. 1
Our File No. 56,609

Department of Mines, Resources and
Environmental Management,

904 Norquay Building,

Winnipeg, Manitoba,

R3C 0P8

Dear Sirs:

As discussed by telephone today we enclose our cheque in favour of
the Minister of Finance, Manitoba, in the sum of $6.00 to cover the

fee for filing the subject Plan of Unitization against the Crown
lands in the Unit Area.

Yours very truly,

Rn MAHAFFEY‘

/ps
Encls,
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Chevron

g g Chevron Standard Limited
v 400 - Fifth Ave. SW., Calgary, Alberta T2P 0L/

R. R Mahaffey P A
Generai Attorney )[j \\ December 1, 1972
2wy

West Butler Unit No. 1
Our File No. 56,609

doy = 2] TF/0

Mr. T. Morgan,

Chief Mining Recorder,

Mines Branch,

Department of Mines, Resources and
Environmental Management, '

Norquay Building,

Winnipeg 1, Manitoba.

Dear Sir:

By letter dated October 6, 1972 we sent you two certified copies of Uniti-
zation Order No. 14 in connection with the subject Unit with the request
that you file the Order against the Crown lands listed in Part XXIII of
the Plan. We would be pleased to receive one copy of the Order with
particulars of the filing endorsed thereon at your early convenience,

/ps

A@ﬂe s, /9T

WM“’ f:v&irdq 127 (ﬁk?’fﬂw °7W75—}’/0
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Chevron Standard Limited

400 Fifth Avenue S.W., Calgary 1, Alberta

Va “E
D19 Vi gape 21397 ®ankaxf

October 6, 1972

West Butler Unit No. 1
Qur File No. 56,609

Mr. T. Morgan,

Chief Mining Recorder,

Mines Branch,

Department of Mines, Resources and
Environmental Management,

Norquay Building,

Winnipeg 1, Manitoba,

Dear Sir:

We enclose two (2) certified copies of Unitization Order No., 14 in connec-
tion with West Butler Unit No. 1.

We would like to file the enclosed Order against the Crown lands listed
in Part XXIII of the "Plan" as permitted by Section 87 of The Mines Act.
Accordingly, if you would let us know the charges for this filing we

will remit same so that the filing can be proceeded with. After filing

would you please return to us one (1) certified copy of the Order with
particulars of filing endorsed thereon. -

Yours very truly,

E. H. GAUDET, Chairman,
West Butler Unit No, 1
Legal Committee.

/ ps
Encis.
& & Py 8w primas &y i &
-8 /3¢ S ~ <
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August 26, 1972 THE MANTIOBA GAZETTE Vol. 101, No. 34

Manitoba Regulation 126/72
Being

THE OIL AND NATURAL GAS CONSERVATION BOARD
UNITIZATION ORDER NO. 14

Pertaining to the Unitized Management Operation and
Further Development of West Butler Unit No. !

Made and Pessed Pursuant to “The Mines Aet™, Cap, M160,
R.S M., 1970, end Amendments Thereto, by The Oil and
Natural Gas Conservation Board of Menitoba

(Filed August 9, 1972)

1. Effective at the hour of seven o’clock in the forenoon, official time, on the first day .
of September, 1972, a certain part of the West Butler Field, to be known as the Unit *
* Area, shall be operated as a unit in accordance with the Plan for Unit Operation
Governing the Unitized Management Operation and Further Development of West
Butler Unit No. 1, dated May 15, 1972, and shall be known as the West Butler Unit
No. 1.

2. Parts XXIII, XXIV, and XXV, being excerpts from the Plan, and attached hereio, shall

be published in The Manitoba Gazette. This Unitization Order registered
I ; 3

Oil and Natural Gas Unitization Order No. 14,3\1“; i);c .{361-(2, Dec.12>9,1972 covering
made and passed this 12th day of July, vN€¢ following Crown Petroleum and
A.D., 1972, at the City of Winnipeg, in Natural Gas Leases: _
the Province of Manitoba, by The Oil andLeage/4ki~NW} of Sec,29,Twsp.9,Rge .29
Natural Gas Conservation Board. ac oBO,TWSP- 9’ Rge «29W

3

Approved:
“Leonaerd 5. Evans”

Leonard S. Evans,

Acting Minister of Mines,
Resources and Environmental
Management.

*J.S. Roper”

4.S. Roper,

Deputy Chairman,

The Oil and Natural Gas
Conservation Board.

Chief Minifig Recorder,

“W. Winston Mair™'

W. Winston Mair,
Chairman, .
The Qil and Natural Gas
Conservation Board.

“M.J. Gobert™ )
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PART XXIlII
THE LANDS IN THE PROVINCE OF MANITOBA WHICH COMPRISE THE WEST
BUTLER UNIT NO. 1 ARE AS FOLLOWS:

TRACT NUMBER LEGAL DESCRIPTION

TOWNSHIP 9, RANGE 29, WPM

: 13-29 Lsd. 13, Section 29
16-30 Lsd. 16, Section 30
: 1-31 Lsd. 1, Section 31
| 2-31 Lsd. 2, Section 31
‘ 8-31 Lsd. 8, Section 81
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PART XXIV
MAP OF UNIT AREA

LEGEND

E;ﬂ 4 ©

]

OWWELL
ABANDONED OQILWELL
NUMIERED TRACT

LMET BOUNDARY

Page 357

]
|
|
1
i
|
I
|
)
3
---------- . p—— —-——————--3;2-----——----
1
1 —+- ¢ :
: 8-31 ! .
I
® ° ;
2-31 1-31 :
{ ]
3 3
! o ° {
| 16 -30 13-29 !
i
3 :
. i
| 1
__________ b { o [ OV | OUDS S S S - U
1 |
l |
! !
i !
; '
| 1
| |
i 1
TWP @ RGE 29 WPM .

-t




Vol. 101, No. 34 THE MANITOBA GAZETTE August 26,1972
PART XXV
TRACT NUMBER TRACT PARTICIPATION

13-29 21.33365

16-30 21.76131

131 3.99741

2-31 33.18656

8-31 19.72107

Manitoba Regulation 127/72
Being
THE OIL AND NATURAL GAS CONSERVATION BOARD
ORDER NO.59A

Pertaining to the Maximum Permissible Rate of Production in the
WEST BUTLER FIELD

Made and Passed Pursuant to *“The Mines Act”, Cap. M160,
R.8.M., 1970, end Amendments Thereto, by The Oil and
Natural Gas Conservation Board of Manitoba

(Filed August 9, 1972)

1. Until further order, the following wells, comprising the West Butler Unit No. 1, shali be
exempt from the provisions of Order No. 28A, being Manitoba Regulation 39/56:

Chevron West Butler Prov. 13-29-9-29
Chevron West Butler Prov. 16-30-8-29
Chevron West Butler 1-31-9-29
Chevron West Butler 2-31-9-29
Chevron West Butler 8-31-9-29

2. This Order shall be effective on and from the first day of September, A.D., 1972.

Oil and Natural Gas Order No. 594,
made and passed this 12th day
of July, A.D., 1972, at the City
of Winnipeg, in the Province of
Manitoba, by The Oil and
Natural Gas Conservation Board.

Approved:
“Leonerd S. Evans” “W. Winston Mgir"”
Leconard S. Evans, Acting Minister of Minés, W. Winston Mair, Chairman,
Resources and Environmental Management. The il and Natural Gas Conservation Board.
“J.S. Roper” “M.J. Gobert™
J.8. Roper, Deputy Chairman, M.J. Gobert, Member,

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

Printed by R.S. Evans — Clusan’s Printer for the Provinee of Manitobe
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PLAN FOR UNIT OPERATION
GOVERNING THE UNITIZED MANAGEMENT
OPERATION AND FURTHER DEVELOPMENT OF

WEST BUTLER UNIT NO. 1

PART 1
INTERPRETATION

References to 1.0l This Plan shall be construed with reference to 'The

terms and ex- _

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

Definitions 1.02 In this Plan unless the context otherwise requires:

"Accounting (a) "Accounting Procedure”" means the rules, provisions

Procedure”
and conditions set forth in Part XXVII hereof;

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

"Conservation (c) '"Conservation Board" or "Board' means The 0il and

Board"”
Natural Gas Conservation-Poard;

"Effective Date" (d) "Effective Date'' means .the hour of seven o'‘clock
in the forenoon, official time, on the first day
of SEPTEMRER __, ADD., 1972 ;

"Gas" (e} '"Gas" means natural gas both before and after it
has been subjected to any processing and includes
all fluid hydrocarbons not defined as Oil;

"Investment (f) "Investment Account' means the account set up and

Account”

maintained by Unit Operator on behalf of the Work-



ing Interest Owners as provided in Part X hereof;

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

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

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

Committee"

pursuant to Part V hereof;
"Outside (j) '"Outside Substances' means all substances obtained
Substances"

from any sources other than the Unitized Strata

for injection into the Unitized Strata;

"Participating (k) "Participating Interest" means with respect to each

Interest” .
Working Interest Owner the sum of the products ob-

tained by multiplying its respective working interest
in each Tract by the respective Tract Participatizn
of each such Tract;

"Royalty Owner" (1) '"Royalty Owner' means a person, other than a Work-
ing InteresthWﬁer, who has any interest in a
right to receive a portion of the Unitized Sub-
stances or a portion of the proceeds from the sale

thereof, including a reversionary interest, a

-2 -



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

"Salt Yater (m) "Salt Water Disposal Well" means those wells

Disposal Well"
drilled for the purpose of, or converted to, salt
water disposal;

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

"Stock Tank (o) "a Stock Tank Barrel'" means 34.9722 Canadian gallons

Barrel"
at sixty (60?) degrees Fahrenheit;

"Tract" (p) "Tract" means each parcel of land described as such

and given a Tract number in Part XXIII hereof;

"Tract (q) "Tract Participation" means the percentage set forth

Participation" -

for each Tract in Part XXV hereof;
"Unit Area" (r) "Unit Area" means and comprises the lands set forth
and described in Part XXIII hereof and included
within the boundaries of the solid black outline
on the map shown in Part XXIV hereof, insofar as
these lands ;eléte to the Unitized Strata;
"Unit Facilities" (8) "Unit Facilities" means all tangible property of
every kind, nature and description (excepting

Unitized Substances, Unit Operated Wells, rental

- 3 -



"Unit Operated
Wells"

"Unit Operator"

"Unitized Strata"

(t)

(w)

(v)

equipment and Unit Operator's exclusively owned
equipment) in the possession of Unit Operator
hereunder acquired from a Working Interest Owner
pursuant to the provisions of Part X hereof,
together with all facilities and equipment pur-
chased, constructed or acquired by Unit Operator
pursuant hereto;

"Unit Operated Wells" means all wells (including
wells drilled for the production of Unitized Sub-
stances, wells drilled for the purpose of producing
water only, wells drilled for the purpose of water
disposal and wells drilled for the purpose of pres-
sure maintenance operations or secondary recovery
operations) in the possession of Unit Operator
hereunder, whether acquired from a Working Intereét
Owner or drilled by Unit Operator pursuant to the
terms hereof, but exclui}pg pnit Facilities in and
on the said wells; h

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

"Unitized St;até" means the Lodgepole Formaticn of
Mississippian Age underlying the lands described in
Part XXIII hereof, as same is shown on the Electrical

Log of Chevron West Butler 1-31-9-29 well in Legal

-4 -



Hinitized
Substances"

“Well"

"Working Interest
Owner"

Unit Name

(w)

(x)

(y)

Subdivision One (1) of Section Thirty-one (31),
Towmship Nine (9), Range Twenty-nine (29), West

of the First (W,lst) Meridian, in the Province of
Manitoba between the interval 2,668 feet and 2,988
feet as measured from the Kelly Bushing. The
Lodgepole is an undivided sequence, underlain by

the Bakken Formation of Mississippian Age and over-
lain by the Watrous Formation of Jurassic Age.
"Unitized Substances' means the 0il and Gas that
are within or are produced from the Unitized Strata;
"Well" means any well within the Unit Area which has
been drilled to the Lodgepole Formation of the
Missippian Age for the production of Oil and Gas
which at some time since such drilling has produced
a minimum of three (3) barrels of 0il per day for

at least one month's duration;

"Working Interest Owner" means a person who has the

- -

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

ership in fee simple or from a Lease.

PART 11

UNIT OPERATION

The name of the Unit shall be "West Butler Unit No. 1"

(hereinafter sometimes called '"the Unit'"').

-5 -



Operation as
a Unit

Effect of Unit
Operation

Amendment of
Leases

2.02

2.03

(a)

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

or advisable by the Operating Committee for the pur-
pose of preventing waste, obtaining ultimately the
greatest possible recovery of the Unitized Substances
and accomplishing the more efficient and more econom
ical development and production of the Unitiged Sub-
stances under prudent and proper operations and prac-
tices to the end that all operations for drilling and
producing and all other operations in the Unitized
Strata may be conducted without regard to the separate
Leases or boundary lineaﬁqf geparate Tracts within
the Unit Area and as though the Unitized Strata were
covered by a single lLease subject to all the terms
and conditions hereof,

Without limiting its general effect, the unitization
shall have the following specific effects:

On and after the.Effective Date, the terms and pro-
visions of the Leases are hereby amended to the
extent necessary to make them conform to the terms
and provisions hereof and, the Leases g8 amended,

shall continue in full force and effect,
- 6 -



Continuation
of Leases

Authority for
Operations

(b)

2,04

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

The Working Interest Owners are hereby collectively
authorized to develop and operate the Unitized Strata
without regard to the separate Leases or the boundary
lines of separate Tracts within the Unit Area, and to
drill, use and produce such wells as the Operating
Committee deems advantageous to operations on or pro-
duction from the Unitized Strata, to abandon such
wells as they deem unnecessary and in general to do
all other things that the Operating Committee deems
advisable for the purpose of accomplishing the most
efficient and most economical development and opera-
tion of the Unitized Strata. Without limiting the
generality of the foregoing, the Working Interest
Owners are hereby authorized to inject 0il, Gas,
water, or other substances, or any combination of

them intc the Unitized Strata and from time to time

-7 -



Royalty Owuers

Not Obliged to

Pay Unitization
Costs, etc,

Tract
Participation

Determination of
Tract Partici-
pation

3.01

3.02

(a)

(b)

to convert and use as injection wells any Well now

drilled or hereafter drilled into the Unitized Strata.

Nothing contained in this Plan shall be construed
as imposing upon any Royalty Owner any obligation
to pay for any of the expenses of the unitization
herein provided for or for any of the costs and
expenses incurred in operations hereunder unless
such Royalty Owner is obligated to pay for the same

by the terms of any Lease,

PART III

TRACT PARTICIPATION

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

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

A current production facter. Such factor is that
number expressed as a percentage arrived at by
dividing the 0il production of each Tract during the
interval May 1, 1971 to October 31, 1971, both days
inclusive, by the Qil production for all Tracts dur-
ing the same interval, and multiplying by thirty
one-hundredths (30/100) and;

An average monthly 0il production factor penalized
for water production., Such factor is arrived at by:

1) determining average monthly 0il production of

- 8 -



ii)

iil)

- C e s e

the Tract by dividing its cumulative OLl produc-
tion through October 31, 1971 by the number of
calendar months since the Well on such Tract
first went on production, PROVIDED, THAT, the
first calendar month shall not be counted as
such unless the 0il production from the Well on
any such Tract for the first calendar month was
greater than one-half (1/2) of the 0il production
from such Well for the next succeeding month;
calculating a fractional water cut for the
Tract by dividing the water production for the
interval set out in paragraph (a) hereof by the
sum of its water and 0il production for the same
interval, PROVIDED, THAT, with respect to those
Tracts which did not produce during the interval
referred to, the fractional water cut shall be
calculated by dividing the water production for
each such Tract during the consecutive six (6)
month interval that ends with the last recorded
production by the sum of such Tract's water and
0il production for the said interval;
multiplying éhe average monthly 0il preduction
for the Tract obtained in subparagraph (i)
hereof by the fraction one minus the water cut
appropriate to the Tract as determined in sub-

paragraph (ii) hereof;

-9 .



iv) dividing the product obtained in subparagraph
(iii) hereof by the sum of all the products
obtained in subparagraph (iii) hereof for all
the Tracts and multiplying by seventy one-hun-

dredths (70/100).

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

100% shall at all times equal one hundred percent (100%).
Part IIX 3.04 This Part IIL is explanatory and the Tract Participa-
Explanatory

tions shown in Part XXV shall be deemed to be cor-

rectly made in accordance with this Part III.

PART IV

ALLOCATION OF PRODUCTION

Allocation 4,01 All Unitized Substances produced and saved shall

to Tracts
be apportioned among and allocated to the several
Tracts in accordance with their respective Tract
Participations. The amount of Unitized Substances
s0 allocated to each Tr;;é, ;nd only that amount,
regardless of whether it be more or less than the

. amount of the actual production of Unitized Sub-

stances from the Well or Wells, if any, on such
Tract, shall for all intents, uses and purposes,

be deemed to have been produced from such Tract.

Delivery of 4,02 The Working Interest Owners entitled to the Unit-

Unitized
Substances ized Substances allocated to each Tract shall have
in Kind

the right to take such Unitized Substances in kind.



Distribution 4.03
Within Tracts

Failure to 4,04
Take in Kind

Such Working Interest Owners shall have the right

to construct, maintain and operate within the Unit
Area all necessary facilities for taking production
in kind provided the same are so constructed, main-
tained and operated as not to interfere with unit
operations. Any extra expenditures incurred by

Unit Operator by reason of the delivery in kind of

any portion of the Unitized Substances shall be

borne by the Working Interest Owner receiving the
same.

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

on the allocated produckion in full settlement, sat-
jsfaction and discharge of the obligation of any Work-
ing Interest Owner to make royalty payments on Unit-
jzed Substances under their respective Leases.

To the extent that any Working Interest Owner entitlied
to take and recgive in kind any portion of the Unit-
ized Substances shall fail to take or otherwise ade-
quately dispose of the same currently as and when

produced, then so long as such conditions continue,



Over- production

4.05

(a)

Unit Operator, as agent and for the account and at
the expense of such Working Interest Owner may, and
upon the instructions of the Operating Committee
shall, in order to avoid curtailing the operation of
the Unitized Strata, dispose of such production and
the account of such Working Interest Owner shall be
credited therewith as having received the same. The
proceeds of the sale of the Unitized Substances so
disposed of by Unit Operator shall be paid to the
Working Interest Owner entitled thereto. The auth-
ority of the Unit Operator to enter into contracts
for the sale of such production shall be limited to
contracts that are limited in time to the minimum
needs of the industry and in any event not exceeding
one (1) year. Any Working Interest Owner not taking
in kind may revoke at will Unit Operator’s authority
hereunder by notice in w;%ting to Unit Operator and
by taking in kind all of its share of production not

previously contracted for sale.

A proper and timely gauge shall be made of all tanks
delivered to Unit Operator to ascertain the amount
of 0il in such tanks as of the Effective Date. If
any Wells producing into such tanks have made more
than their cumulative production allowable as set

by the Conservation Board, the amount of such over-

- 12 -



(b)

production of 0il then in such tanks which has been
produced from the Lodgepole Formation of the
Mississippian Age shall be deemed to be Unitized
Substances., Except as aforesaid the 0il in such
tanks shall remain and be at the risk of and be the
property of the Working Interest Owner owning the
same prior to the Effective Date, and upon request
shall be delivered in kind to such Working Interest
Ouner, or, in the absence of such request, shall

be sold by Unit Operator for the credit of and on
behalf of such Working Interest Owner at not less
than the'prevailing wellhead price, and the proceeds
thereof shall be paid by the purchaser directly to
such Working Interest Owner.

If any production in excess of the cumulative produc-
tion allowable of any Tract as of the Effective Date
was 30ld prior to the Effective Date, the Unit
Operator during the month or months next following
the Effective Date shall withhold from the Unitized
Substances which, except for the provisions of this
subparagraph, would have been allocated to g Tract
or Tracts from which the 0il sold was produced in
excess of the cumulative production allowable, an
amount equal to such excess production on the
Effective Date, and the amount or amounts so withheld

shall be re-allocated to all of the Tracts in propor-

- 13 -



Royalty on Out-
side Substances

Use of Unitized
Substances

(c)

4,06

4.07

tion to their respective Tract Participations. Such
withholding and re-allocation shallbe continued until
the full amount of any such excess production in
respect to any Tract or Tracts has been withheld

and re-allocated.

No allavance shall be made to any interested person
for any under-production of 0Oil from its Wells prior
to the Effective Date,

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

The Working Interest Owners may use as much of the
Unitized Substances (excluding 0il) as they deem
necessary for the operation and development of the
Unitized Strata, including, but not limited to,
their injection }nto the Unitized Strata and in the
operation of any plant or plants handling Unitized
Substances, No royalty or other payment shall be
payable in respect thereto or in respect to Unitized

Substances unavoidably lost., Such Unitized Substances

- 14 -



Operating
Committee

Representatives
on the Operating
Committee

so used, injected or lost shall be excluded in alloc-

ating production.

PART V

ORGANIZATION OF THE

OPERATING COMMITTEE

5.01

5.02

There is hereby created an Operating Committee which
shall be composed of one representative of each Work-
ing Interest Owner designated as hereinafter provided.
Each Working Interest Owner shall, at least ten (10)
days prior to the Effective Date, designate by notice
in writing to the Chairman of the Conservation Board
the name and address of its representative on the
Operating Committee and shall further designate an
alternate representative, or aglternate representatives
on the Operating Committee who, in the absence of.the
designated representative, shall have the rights and
powers of such representg{ive. In the event any Work-
ing Interest Owner fails to designate a representative
on the Operating Committee as aforesald the Chairman
of the Conservation Board shall designate the Working
Interest Owner himself as such representative or in
the case of a Working Interest Cwner that is not a
natural person shall designate any member or officer
of such Working Int erest Owner as such representa-

tive,



Urganization 5.03
Meeting of the
Operating (a)
Committee
(b)
(e)

Change of 3.04
Representative

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

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

The Operating Committee, at such organization meeting
shall appoint the Unit Operator, and the chairman pro
tem of such organization meeting shall promptly notify
the Chairman of the Conservation Board of such appoint-
ment and thereafter the,;gprgsentative of Unit Opera-
tor shall act as Chairman of each meeting of the Oper-
ating Committee without in any manner restricting or
limiting his rights to represent Unit Operator as a
Working Interest Cuner.

Each Working Interest Ouner may change its designated
representatiue,.or designated alternate representative
or alternate representatives, by notice in writing to

the Chairman of the Operating Committee and the Chair-



Voting Interest

Meetings

Voting by
Telegram,etc,

5.05

5.06

5.07

man of the Conservation Board. Nothing herein shall
preclude two (2) or more Working Interest Owners from
designating one (1) member on the Operating Committee
to represent them and to vote and act for them there-
on and such member shall, if so required by his
principals cast his votefor each principal separately.
Each member of the Operating Committee, in voting on
all matters coming before the Operating Committee,
shall have a voting interest equal to the Participat-
ing Interest of the Working Interest Owner repre-
sented,

The Operating Committee shall meet on the call of
Unit Operator, or at the request of a representative
of any Working Interest Owner, Unit Operator shall
notify all members of the Operating Committee in
writing at least ten (10) days in advance of any
meeting of the time and-place of the proposed meeting,
and of the specific matters affecting unit operations
which will be presented, discussed and voted upon at
such meeting, and no other matters shall be voted
upon at such meeting unless each Working Interest
Owner is represgntad thereat and agrees that such
further matters may be voted upon.

Any member of the Operating Committee not represented
at any particular meeting may vote, by letter or

telegram addressed to and received by the Unit Opera-

- 17 -



Polls

Minutes of
Proceedings

5.08

5.09

tor prior to the hour fixed for the meeting, on any
question presented thereat of which it has been
notified. Members so voting shall be considered
present as regards such matters on which they so
vote, but not for other purposes.

Any question within the province of the Operating
Committee to decide may be determined in the absence
of a formal meeting by a poll of all of the individ-
ual representatives. If such poll is taken it shall
be conducted by the Unit Operator, either by letter
or telegram, and he shall keep a written record of the
results and report the results thereof to the Working
Interest Owners within a reasonable time, either by
notice in writing to each of them, or by report tq
them at the next meeting, The voting interests
necessary to act upon and determine matters or ques-
tions submitted by lettes-or .telegram shall be the
same as otherwise herein provided for. Such vote
shall be made within not less than fifteen (15) days
of the giving of such notice; PROVIDED, THAT, any
failure to vote within the stipulated time, shall be
considered as an_affirmative vote,

Unit Operator:shall keep minutes of the proceedings
of each meeting of the Operating Committee and a copy
thereof shall be forwarded to each member thereof,

Such minutes need not be a verbatim record of all the

- 18 -



Voting

Quorum

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

telegram ballot since the date of the last meeting.

PART VI

POWERS AND DUTIES OF

THE OPERATING COMMLTTEE

6.01

6.02

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

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

At any meeting of the Operdting Committee a quorum
shall consist  of the representatives personally pre-
sent of not less than two (2) of the Working Interest
Owners having, in the aggregate, seventy-five (75%)

percent or more of the total Participating Interests.

- 19 -



Rights Granted
the O,erating
Committeec

6.03 All rights, powers, privileges and duties hereunder

(a)

(b)

(c)

(d)

(e)

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

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

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

Subject to the rights of Unit Operator pursuant to
Section 7.04 hereof, to approve or disapprove in whole
or in part each and every estimate and item of expend-
itures submitted by Unie- Operator, except those that
were included in a previous approved budget;

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

To fill any vacancy occurring in the position of Unit

Operator; PROVIDED, THAT, no Unit Operator shall vote
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to succeed itself in the position of Unit Operator;

(f) To represent, or determine who shall represent, the
Working Interest Owners before any governmental body
having jurisdiction with respect to matters pertain-
ing to unit operations; PROVIDED, HOWEVER, that this
shall never be construed as authorization to speak
on behalf of any Working Interest Owner dissenting
from the views to be expressed or to prevent any
Working Interest Owner from presenting its own view
on such matters;

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

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

(i) To approve the method of disposal of surplus Major
Material;

(j) To amend Part XXVII hereof from time to time whether
in whole in in part; PROVIDED, THAT, no amendment
increasing the charges to be made by Unit Operator
under Section 27.07 (k) hereof shall become effective
until the approval of the Conservation Board to such

increase in charges has been obtained.

PART VIT

POWERS AND DUTIES OF UNIT OPERATOR AND
CHANGE OF UNIT OPERATOR

Powers and 7.01 Unit Operator shall, subject to the provisions hereof
Duties
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(a)

(b)

(c)

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

Have exclusive charge, management and control of the
development, operation aﬁd production of the Unitized
Strata, and shall have the right and duty to conduct
all operations in connection therewith including, but
not limited to the following: the drilling, operating,
maintaining, repairing, suspension and abandonment of
all Unit Operated Wells whether for production, injec-
tion or water supply, including wells drilled after
the date hereof and wells taken over under the provi-
sions hereof; and the installation, construction and
operation of Unit Facilities of whatsoever character
necessary or convenient for the conduct of operations
hereunder;

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

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

inventory during the preceding calendar month;
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Hiring of
Employees

Letting of
Contracts

ke b i

RO PO H

(d)

(e)

7.02

7.03

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

of Unit Operator.

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

deepening, plugging back of, or other operations
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Unit
Operator's
Authority for
Expenditures

Unit Operator
to Have Rights
of Working

Interest Owmer

Change of
Operator

7.04

7.05

7.06
(a)

(b)

in connection with any Unit Operated Well,

In addition to any expenditures which Unit Operator
is specifically authorized to make, Unit Operator is
authorized to make an expenditure not in excess of
Five Thousand ($5,000,00) Dollars in respect of any
single undertaking without the approval of the
UOperating Committee. Unit Operator may, without
approval of the Operating Committee, take such
action and make such expenditures for the Common
Account as it may deem necessary in order to protect
life or property. Within ten (10) days after taking
any such action or making such expenditures, Unit
Operator shall advise the Operating Committee of
such action and expenditures.

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

as Unit Operator as long as it continues to own a
working interest in the Unit Area,

Unit Operator:

Shall forthwith cease to act as Unit Operator in the
event it should become bankrupt or insolvent, or maks
any general assignment for the benefit of creditors;
May be removed as Unit Operator by an affirmative
vote of members of the Operating Committee repre-

senting Working Interest Owners, other than Unit
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Release from
Duties

Surrender of
Operating
Rights

(c)

7.07

7.08

Operator, who own at least eighty-five (85%) percent
of the remaining Participating Interests;

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

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

of seven o'clock in the forenoon, official time

on the first day of the calendar month following

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

At the effective time oéﬁéﬁe.release from its duties
of any Unit Operator, or upon the selection of a
successor Unit Operator, the preceding Unit Operétor
shall surrender possession of, and deliver to, the
successor Unit Operator the exclusive charge, manage-
ment and control of the development, operation and
production oflthe Unitized Strata and all Unit
Operated Wells, Unit Facilities, common funds in the

possession of Unit Operator and all production, if
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Selection of
Successor Unit
Operator

Audit

7.09

7.10

any, which has not theretofore been delivered in
kind, or sold, copies of all pertinent books of
account and records of the unit operations and all
documents, agreements and other papers relating
thereto, Upon the transfer and delivery thereof,
the preceding Unit Operator shall be released and
discharged from and the successor Unit Operator
shall assume all duties and obligations of Unit
Operator hereunder except the unsatisfied duties
and obligations of the preceding Unit Operator
accrued prior to the effective time of the change
of Unit Operator and for which the preceding Unit
Operator shall, notwithstanding its release or
discharge, continue to remain liable.

Forthwith upon the removal or resignation of Unit
Operator, or at any time when there is no Unit Opera-
tor, the Operating Commi;fea shall select a successor
Unit Operator to take office contemporaneously with
the effective time of the release from its duties
of Unit Operator.

The Operating Committee shall cause an audit of the
accounts of the preceding Unit Operator with res-
pect to the operation and development of the Unit
Area to be made.forthwith to the effective time of

the appointment of a successor Unit Operator.
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Common Account

Charges to
Common Account

Unit Operator
to Make Initial
Payment

PART VIII

EXPENDITURES AND LIABILITIES

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

B.02 Subject to the other provisions hereof, all costs,

expenses and ligbilities, whether contractual or

tortious, incurred by Unit Operator on account of the

operations hereunder shall be for the Common Account

and shall be borne by the Working Interest Owners in

proportion to their respective Participating Interests.

For the purposes o#& -this Plan capital expendi-
tures shall be as determined by the Operating Com-
mittee,

8.03 Unit Operator shall initially pay and discharge all

costs and expenses incurred in the operations here-

under, Unit Operator shall bill each Working Interest

Owner for its share of all costs and expenses and
each Working Interest Owner shall reimburse Unit
Operator for its share of such costs and expenses in

accordance with the provisions of Part XXVII hereof.
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Annual Budget,
etc.

Each Working Interest Owner shall pay all such bills
within thirty (30) days after receipt thereof, and
should any Working Interest Owner fail to pay its
proportionate share of such costs and expenses
within the said thirty (30) day period, the unpaid
amount shall, at Unit Operator's discretion, bear
interest at a rate equivalent to the prime lending
rate of interest then quoted by the chartered bank
used by Unit Operator in Manitoba plus one percent
(1%) per annum, such interest to be calculated from
the end of the said period until paid, and shall be
for Unit Operator's sole account, and Unit Operator
shall have the right at its option at any time there-
after, such default continuing, to enforce the lien
hereinafter provided for upon the respective inter-

ests of such Working Interest Owner.

8.04 As soon as practicable after.the Effective Date here-

of , Unit Operator shall prepare a budget of estimated
costs and expenses for the period from the Effective
Date to the 31lst day of December, A,D., 1972 and on or
before the first day of each November after the
Effective Date ghall prepare a budget of estimated
costs and expenses for the ensuing calendar year.
Such budget shall set forth the estimated costs and
expenses by quarterly periods., Budgets so prepared

shall be subject to adjustment and correction by the
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Advances to
Unit Operator
- Capital Fund

8.05

Working Interest Owners from time to time whenever it
shall appear that an adjustment or correction is pro-
per; PROVIDED, HOWEVER, that if Unit Operator's total
expenditures for the year are within ten (10%) percent
of those costs and expenses approved in any budget,
such expenditures shall be considered as having been
approved. A copy of each such budget and adjusted
budget shall be promptly furnished each Working
Interest Owner.

Approval of the budget by the Working Interest
Ouners shall constitute authorization to the Unit
Operator to make the expenditures therein detailed.
Unit Operator, in lieu of advancing monies for the
capital expenditures of unit operations may, at its
election, require the Working Interest Owners to
advance their respective proporticnate share of such
capital expenditures by -submitting to each Working
Interest Owner on or before the last day of each cal-
endar month an estimate of such capital expenditures
for the succeeding calendar month based on an approved
budget of estimated costs and expenses or authority
for expenditure Fogether with a request for payment of
such proportionate share, Within fifteen (15) days
from the receipt of such request each Working Interest
Owner shall pay its proportionate share to Unit Opera-

tor, If any Working Interest Owner defaults in res-
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Advances to 8.06
Unit Operator
- Operating Fund

pect to such request for payment the same shall, at
Unit Operator's discretion, bear interest at a rate
equivalent to the prime lending rate of interest then
quoted by the chartered bank used by Unit Operator in
Manitoba plus one percent (17%) per annum, such inter-
est to be calculated from the end of the said fifteen
(15) day' period until paid, which interest shall be
for the Unit Operator's sole account. The accounts
between the Working Interest Owners shall be adjusted
to actual costs by Unit Operator in the month's
statement following the month covered by the estimate.
Unit Operator, in lieu of advancing monies for the
cogts and expenses incurred in the maintenance and
operation of the Unit Area may, at its election, re-
quire the Working Interest Owners to advance their
respective proportionate share of such costs and ex-
penses by submitting to*ggch.Working Interest Owner
on or before the last day of any calendar month a
request for an operating fund equal to one-twelfth
(1/12th) of the expenses as approved in the annual
budget of estimated expenditures for the unit oper-
ation. Within thirty (30) days from the receipt of
such request, each Working Interest Owner shall pay
its proportionate share to Unit Operator. If any
Working Interest Owner defaults in respect of such

request for an operating fund, the same shall, at
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Unit Operator's
Lien

8.07

Unit Operator's discretion, bear interest at a rate
equivalent to the prime lending rate of interest then
quoted by the chartered bank used by Unit Operator in
Manitoba plus one percent (1%) per annum, such inter-
est to be calculated from the end of the said thirty
(30) day' period until paid, which interest shall be
for the Unit Operator's sole account, After the es-
tablishment of this operating fund, which will be
separate from that required in Section 8,05 hereof,
and which shall at no time exceed one (1) month's es-
timated expenditures, each Working Interest Owner
shall remit to the Unit Operator its proportionate
share of each month's actual billing within thirty
(30) days of receipt, thus maintaining the operating
fund intact. The adequacy of the fund in relation to
current expenses will be reviewed annually or more
often upon request by a Working Interest Owner and

ad justments made as req;;;éd:

Unit Operator shall, subject to sub-section (4) (k)
(1) (A) and (B) of Section 76 of "The Mines Act', have
a lien upon the interest of each Working Interest
Ouner in any unsold Unitized Substances, upon the pro-
ceeds of the salé of any Unitized Substances, and up-
on the interest of each Working Interest Owner in the
Unit Facilities and upon the title of each Working

Interest Owner to and in the Unit Area and the Unit-
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ized Strata. Such lien shall have priority over any
lien by any Working Interest Owner,

In the event of the failure of any Working
Interest Owner to pay its share of the costs and ex-
penses incurred hereunder when due, as provided here-
in, Unit Operator shall be entitled at any time, and
from time to time, to collect and receive the proceeds
of the sale of all or any part of such Working Int-
erest Owner's share of the Unitized Substances, in-
cluding the proceeds from previously executed sale
contracts made by or for such defaulting Working
Interest Owner, Unit Operator shall apply all such
sums so0 collected against the defaulting Working
Interest Owner's unpaid bills, the excess of such
proceeds over the unpaid bills, if any, to be paid
to the Working Interest Owner entitled thereto and
all sums so applied shall be considered as received
from such defaulting Working Interest Owner within
the meaning of the provisions contained in Section
8.08 hereof relating to contributions by the other.
Working Interest Owners to Unit Operator in the case
of default in payment when due. Unit Operator may
likewise take any other credit due any such default-
ing Working Interest Owner pursuant hereto and apply
the same against amounts due from such Working Int-

erest Qwner, The rights granted to Unit Operator in
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Contributions

to Unit Operator
Upon Failure to
Collect Certain
Debts

8.08

this Section shall not be construed as exclusive
remedies but shall be in addition to all rights,
privileges and remedies afforded Unit Operator by
other provisions hereof and by law. : 8ervice of a
true copy of this Plan shall constitute written
authorization on the part of such defaulting Working
Interest Owner for such purchaser to pay the proceeds
Erom such sale to Unit Operator during such default,
but such purchaser shall not be considered as having
been notified of such authorization prior to the time
of such service. Books and records kept by Unit
Operator with respect to operations hereunder shall
constitute conclusive proof of the existence or noun-
existence of any such default insofar as the right of
Unit Operator to collect proceeds from the sale of

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

If Unit Operator shall! not have received full reimbur-
sement for any indebtedness that may become due and
payable by any Working Interest Owner to Unit Operator
after reasonable efforts by Unit Operator to obtain
such reimbursement, each of the Working Interest
Cvners, upon the request of Unit Operator, shall, un-

less contrary to any then existing law, contribute to
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the reimbursement of Unit Operator the portion of any
such unsatisfied amount equal to the portion that such
Working Interest Owner's Participating Interest bears
to the total Participating Interests of all of the
Working Interest Owners exclusive of the Participating
Interest of the defaulting Working Interest Ouner;
and thereupon, each Working Interest Owner so contri-
buting shall be proportionately subrogated to Unit
Operator's right and lien under Section 8.07 hereof.
Pre-unit 8.09 Each Working Interest Owner shall pay a part of the
Expense
reasonable cost, as approved by the Operating Commit-
tee, of unitizing the Unit Area in proportion to its
Participating Interest hereunder.
Commingling 8.10 No funds received by Unit Operator hereunder need be
of Funds

segregated by Unit Operator or maintained by it as a

joint fund but may be commingled with its own funds.

PART IX

RESPONSIBILITY FOR PAYMENTS

Responsibility « 9,01 Each Working Interest Owner shall pay or be respon-

for Payments
sible for the payment of and shall indemnify all
other Working Interest Owners, including Unit Operator,
against any liability for any Lease rentals, taxes,
(excepting any taxes assessed on Unit Facilities

which shall be paid by Unit Operator and charged to

the Common Account), royalties, overriding royalties,
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oil payments, net profit contracts and all payments
out of, or burdens on, the Lease or Leases and Tracts

contributed by it and received into the Unit Area.

PART X

DELIVERY OF WELLS AND EQUIPMENT
INVESTMENT ACCOUNT

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

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

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

dikes, ditches, fire walls, pits and fences it holds
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Warranty

10.02

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

Within sixty (60) days of the delivery of any
roads, dikes, ditches; fire walls, pits, and fences
Unit Operator.shall determine which of them, if any,
require additional expenses in order to permit effi-

clent coperation or to comply with government regula-
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Controllable
Material

10.03

tions or to honour surface leases, Unit Operator shall
prepare an estimate of expenditure and after approval
of the Operating Committee, the Working Interest Ouwner
who contributed the properties at fault shall perform
the work at its own cost and expense, or if such
Working Interest Owner elects not to perform the work
it shall be done by Unit Operator and charged to the
Working Interest Owner at fault,

As of the Effective Date agll wellsite and operating
equipment and salt water disposal facilities in, on
and serving the Unit Area used in the normal operation
of the Unit Operated Wells as required by the Operat-
ing Committee shall be delivered to and taken over
separate and apart from the unitization of the work-
ing interests and production affected herein and shall
become Unit Facilities.

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

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

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

bowl and casing hanger and flow lines,

Appointment of 10,04 The Operating Committee shall appoint an Inventory
Inventory
Committee Committee for the purpose of making an inventory

of the Controllable Material taken over by Unit
Operator., Each Working Interest Owner, upon reguest
by the Inventory Committee, shall submit to the
Inventory Committee, promptly a complete inventory in
writing of gll said Working Interest Owner's Con-
trollable Material so delivered to Unit Operator

and a description of the condition of each item at

the time of such delivery. In the event a Working
Interest Ouner has failed to supply such inventory

as aforesaid, the Inventory Committee shall proceed

to inventory such Working Interest Owner's Controllable
Material and shall supply such Working Interest Owner
with a copy thereof which-shall be binding upon such
Working Interest Owner unless it protests or questions
such inventory within fifteen (15) days of the receipt
thereof., Said Inventory Committee shall take promptly
an inventory of all said Controlliable Material and
check the same against the aforesaid inventories
furnished by the Working Interest Owners, Such inven-
tories shall then be priced at current new price, as
defined in Part XXVII, by the Inventory Committee and

submitted to the Operating Committee who will deter-
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Working
Interest
Ouwner's Initial
Share in Unit
Facilities

Investment
Account

10.05

10.06

(a)

(b)

(c)

mine the percentage of current new price which should
be attributable to such Controllable Material. Copies
of these priced inventories will then be furnished

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

the Operating Committee, each Working Interest Owner
shall have, subject to Section 10.07 hereof, an
initial share in the Unit Facilities which is equal

to the proportion (expressed as a percentage) that

the value of the Controllable Material delivered by

it to Unit Operator is to the total value of all
Controllable Material delivered by all of the Working
Interest Owners to Unit Operator.

Unit Operator shall set up an Investment Account

for Unit Facilities which shall be calculated at

the end of each calendar year and shall be:

The total value of all ggntrpllable Material delivered
by all of the Working In£;rest Ouners to Unit Operator
pursuant to this Part X; plus

The total value of all Controllable Material subse-
quently acquired for the Unit, the cost of which shall
be borne by the Working Interest Owners in accordance
with their respéctive Participating Interests; less
The total value of all Controllable Material subse-
quently sold, junked or otherwise disposed of.

For the purposes of calculating the Investment
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Worling
Interest
Owner's Share
in Investment
Account

Proceeds from
Disposal of
tmit Facilities

10.07

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

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

each calendar year.

10.08 Notwithstanding the provisions of Part VIIL hereof

the proceeds from disposal of Unit Facilities whether
Controliable Material or otherwise up to the end of

the first calendar year shall be credited to each
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List of Ease-
ments, etc,

Unit Operator
to Advise Surface
Rights Required

Working Interesﬁ Owner in accordance with its res-
pective initial percentage share established under
Section 10.05 and, thereafter, such proceeds shall
be credited to each of them in accordance with their
respective percentage share calculated in accordance

with Section 10.07.

PART XI

SURFACE RIGHTS

11.01 As soon as reasonably possible after the Effective

11.02

Date, each Working Interest Owner shall submit to
Unit Operator a list of all easements, rights-of-way,
surface leases, rights-of-entry and other surface
rights which it holds and which are required in con-
nection with unit operations together with particulars
thereof, including rentals payable, if any,

Unit Operator shall, as soon as reasonably possible
after the receipt of tﬁg‘hféresaid lists, advise
each Working Interest Owner in writing which, if any,
of its said surface rights will be required for

the operations hereunder, Each Working Interest
Owner shall, upon request in writing by the Unit
QOperator, assign such rights to Unit Operator. Any
such assignmént shall, unless contrary to any then
existing law, contain a provision permitting the

assignor of the same the use thereof for exploration

and production operatiocns for strata other than the
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Unitized Strata without interfering with unit opera-
tions.

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

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

hereunder may be held or disposed of by the Working

Interest Owner holding the same in such manner as it

may deem fit. - .

Surface 11.04 After the Effective Date hereof all costs of surface

Charges to

Common Account rights required for the operations hereunder and all
ligbilities accruing in connection therewith shall
be for the Common Account.

Fee Simple 11.05 Where a Working Interest Owner holds in fee simple

surface rights used in connection with the Unit or
where a Working Interest Owner has made arrangements
with the owner of any such surface rights for the
use of them without cost to such Working Interest

Owner, Unit Operator may use the same, provided
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Unit Overator
May Acquire
Additional
Surface Rights

Liability for
Loss of Title

11.06

12.01

that such Working Interest Owner shall be entitled to
receive as rental therefor an amount commensurate
with rentals paid for other surface rights of a like
nature in the Unit Area.
Unit Operator shall also have the right to acquire
such additional surface rights as are necessary for
the operations hereunder, and the expense thereof,
including rentals, shall be charged to the Common
Account,

Unit Operator may also, with approval of the
Operating Committee, enter into an agreement with
any Working Interest Owner for the right to share
in the use of such Working Interest Owner's surface
rights on a basis to be mutually agreed upon between
them, and the cost thereof as so agreed shall be
charged to the Common Account, Unit Operator may
also, with the approval wof. the Operating Committee
enter into agreements with any of the Working Interest
Owners or other persons for the non-exclusive use and
partial maintenance of any roadways, access road, or
similar surface right and the cost or proceeds thereof

shall be charged or credited to the Common Account,

PART X111
INDEMNITY
In the event any Working Interest Owner does not

have the right to develop and operate any Tract in
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which such Working Interest Owners claims to have a
working interest insofar as such Tract comprises the
Unitized Substances, any loss resulting therefrom
shall be borne by the contributing Working Interest
Owner and to that end, such Working Interest Owner
shall indemmify and hold harmless Unit Operator and
all other Working Interest Owners from any and all
liability, loss, cost or damage sustained by them
and resulting from the failure to have such vight;
PROVIDED, HOWEVER, that to the extent that such
liability, loss, cost or damage is based upon the
value of the Unitized Substances produced from such
Tract, such indemnity shall be limited to an amount
equal to the value of that portion of Unitized Sub-
stances allocated hereunder to such Tract.
Maintenance 12,02 Each Working Interest Owner shall do all necessary
of Leases
acts and things and makﬁf?lL payments required in
order to maintain the Lease or Leases covering the
Tracts contributed hereto by it in full force and
effect during the term hereof, excepting only obliga-
tions arising out of or accrulng with respect to
the Unitized Strata and not required to be performed
by such Working.lnterest Owner; PROVIDED, HOWEVER,
in the event anj Working Interest Owner shall fail
or refuse to do any agct or thing or make any payment

required as aforesaid, Unit Operator, with the approval
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Liability for
Loss of Title
to Wellsite and
Operating
Equipment

Titles
Cormittee

12.03

13.01

of the Operating Committee, on behalf of and for the
Common Account, shall have the right to perform such
act or make any such payment so required as aforesaid,
and thereupon any monies expended by Unit Operator

in connection therewith shall be charged to the account
of such Working Interest Owner, and Unit Operator

shall have the same rights and privileges with respect
to enforcing the payment of such amounts owed by such
Working Interest Owner as are given to Unit Operator
with respect to any other amount owed by a Working
Interest Owner to Unit Operator hereunder,

Each Working Interest Owner shall be liable to each
other Working Interest Owner, including Unit Operator
for any and all 1iability, loss, cost or damage sus-
tained by them and resulting from any claim or any
cause of action arising in consequence of any failure
or deficiency in such Wowking. Interest Owner's title

to any wellsite and operating equipment, or other
facility taken over by Unit Operator, or in consequence
of any action of such Working Interest Owner with

respect thereto,

PART XITIT

APPROVAL OF TITLES

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

to all Tracts in the Unit Area. Each Working Interest
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Disputes and
Non- approved
Titles

+14.01

Owner in the Unit Area, shall, upon request, submit

to the Titles Committee all title data and information
as may be requested by the Titles Committee affecting
the title to its Tracts within the Unit Area. The
Titles Committee shall in writing, and within a rea-
sonable time, recommend to the Operating Committee

the approval or disapproval of title documents sub-
mitted to them pursuant to this Section. Upon the
acceptance of the recommendation of the Titles
Comnittee by the Operating Committee, the title docu-
ments accepted shall be deemed to have been approved
by the Operating Committee; PROVIDED, THAT, no approval
of title documents by the Operating Committee shall be
construed as a warranty or certification of title in
and to any portion of the Unit Area or the Unitized

Substances.

PART XIV

DISPUTES
If there is now or should hereafter be any dispute
involving the working interest in a Tract then the
Working Interest Owner concerned shall immediately
give written notice thereof to Unit Operator and upon
the receipt éf such written notice or in the event
that the Operating Committee does not approve the
title documents to any Tract as in Section 13.01

provided, Unit Operatoi shall:
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(a)

(b)

(c)

sell the Unitized Substances allocated to the Tract
in respect of which the title documents have ndt been
approved by the Operating Committee, or in respect of
which the dispute arises;
pay out of the proceeds of the sale
i) the portion of the costs and expenses allocated
or apportioned to the Tract, and
ii) the amount of mmey properly payable to the
Royalty Ower of the Tract pursuant teo the provi-
sions of this Section and the Lease pertaining
to the Tract (unless any such dispute involves
the ownership of the royalty interest in the
Tract) and such payment shall be deemed conclu-
sively to be a payment by the person who is sub-
sequently declared to be the owner of the working
interest in such Tract on a final determination
of the dispute; —
pay the balance of the proceeds to a trust company
to be held by it until settlement has been reached
by the persons interested therein or until a judge of
Her Majesty's Court of Queen's Bench for Manitoba has
-made an order with respect thereto,.
In the event that any such dispute results in a
change of owmership in a working interest in a Tract
such change shall not retroactively affect any vote

taken pursuant to the terms of Part VI hereof.
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Filing

Plan Binding
on Successors

Assignments,
etc, Subject to
Terms of Plan

15.01

16,01

PART XV

FILING
Unit Operator shall file this Plan with the Department
of Mines, Resources and Environmental Management for
the Province of Manitoba and with the appropriate
Land Titles Office for the Province of Manitoba in

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

PART XVI

TRANSFER OF INTEREST

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

which the same shall have been acquired.

16.02 Any disposition of any interest owned by any Working

Inicerest Owner in any land or part thereof in the

Unit Area shall be madéiéxpfessly subject to all the
terms and provisions hereof. Such disposition of any
interest whether expressly so provided or not, shall
operate to impose upon the person or persons acquiring
such interest its or their proportionate part of all
costs and expenses and other obligations, if any,
chargeable hereunder to the interest affected by such
disposition, and shall likewise operate to give and
grant to the person or persons acquiring such interest

its or their proportionate part of all Unitized Sub-



When Change
of Ownership
Binding

Disposition

Must Include
Related Interest
in Unit Facilities
or Unit Area

16.03

16.04

stances and other benefits which may accrue thereto
under the provisions hereof.

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

change by the person claiming the benefit thereof,

and such change shall become effective at seven
o'clock in the forenoon, official time, on the first
day of the month following the month in which the
person acquiring such interest delivers to Unit
Operator the original or certified copies of all
instruments, documents and other information necessary
in Unit Operator's opinion to establish a complete
chaln of title, No other kind of notice, whether
actual or constructive, shall be binding on Unit
Operator or the other W;;;iné Interest Owners,
Notwithstanding the foregoing, no interest in the

Unit shall be disposed of unless such transaction
ghall include a like disposition of a related interest
in the Unit Facilities and likewise, no disposition of
any interest in the Unit Facilities shall be effective
unless such transaction shall include a like disposi-
tion of a related working interest in the Unit Area,

it being the intention hereunder that no working in-
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Assignment 16.05
not to Relieve
from Obligations

Unit Operator 16.06
not to Assign

Rights

No Surrender 16.07
of Lease .

Without Consent

What Term 16.08
"disposition"
Includes

terest in the Unit Area shall be owned apart from a
related interest in the Unit Facilities, and vice
versa.

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

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

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

of such disposition,

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

No Working Interest Owner shall surrender its interest
in any Lease covering any portion of the Unitized
Strata without the written consent of the Operating
Committece, and the approval of the Conservation B rd.
The term "disposition" as used in this Part shall
inciude, but not be limited to, the following; trans-

fer, assignment, conveyance, and sale.

The term "disposition" as used in this Part shall

- 50 -



Access to

Unit Area

not apply to a disposal by way of mortgage, pledge or
hypothecation; PROVIDED, THAT, the mortgagee or pledgee
shall hold its security subject to all the terms of
this Plan and upon any realization or foreclosure of
the security, the purchaser, mortgagee or pledgee, as
the case may be, shall become bound by all the terms

of this Plan.

PART XVII

INDIVIDUAL RIGHTS AND PRIVILEGES

CF_THE WORKING INTEREST OWNERS

17.01 Each Working Interest Owner shadlil be entitled, at its

owm sole risk and expense, to have access to the Unit
Areg at all reasonable times upon notice to Unit Oper-
ator for the purpose of inspecting and observing unit
operations, to have access at all reasonable times
upon notice to Unit Operator to any and all informa-
tion pertaining to the Eﬁit‘Operated Wells, the re-
cords of production and the records of all other unit
operations, to be present during the drilling, testing
and completion of all Unit QOperated Wells, and to make
copies of well logs, drilling progress and casing
reports, and reports of production and storage. The
presence of % Working Interest Owner or its represcen-

tative on the Unit Area or on the premises and their

activities in connection therewith shall be at the
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Plan Affects 17.02
Only Unitized
Strata

!

i

!
Abandonment 17.03
of Wells

gsole risk and expense of such Working Interest Owner.
This Plan affects only the Unitized Strata. Each
Working Interest Owner may, to the extent it may other-
wise be entitled, conduct, at its own cost, risk and
expense, operations on its Tracts for the discovery
and/or production of other than Unitized Substances,
PROVIDED, HOWEVER, that such operations shall be con-
ducted in such a manner as to interfere as little as
possible with the operations hereunder. Such Working
Interest Owner shall take all reasonable precautioms
customary in the industry and as may be required by
the Conservation Board and by Unit Operator to protect
from waste, pollution, drainage and damage the Unitized
Substances and the Unitized Strata.

If Unit Operator, with the approval of the Operating
Committee, should decide to abandon any Unit Operated
Well prior to the termination.hereof, Unit Operatoer
shall give to the Working Interest Owner of the Tract
on which such well is located written notice of such
decision, stating whether or not a drilling rig is in
place at such well, and said Working Interest Owner
shall have the right and option for a period of forty-
eight (48) hours if a drilling rig is in place, or a
period of sixty (60) days if no drilling rig is in
place, after receipt of such notice to notify Unit

Operator of its election to take over said well, and
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(a)

(b)

(c)

deepen or plug back said well to other than the
Unitized Strata. Within ten (10) days after said
Working Interest Owner has so notified Unit Operator,
sald Working Interest Ouner shall pay to Unit Opera-
tor the value of the well equipment as determined in
accordance with the provisions of Part XXVII hereof
less the cost of salvaging the same as estimated and
fixed by the Operating Committee, and at the same
time shall agree by letter addressed to Unit Operator;
to case or seal off the Unitized Strata in said well
in an efficient and workmanlike manner and in accord-
ance with the applicable laws, rules, regulations and
orderg;

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

on the ultimate abandonment.of said well, to plug

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

It is understood, however, that such Tract shall
continue to have allocated to it a percentage share
of the Unitized Substances produced and saved from
the Unit Area in accordance with its Tract Participa-
tion degpite the cessation of the production therefrom

and the abandonment of any Ihit Operated Well or all
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Workmen's
Compensation

Insurance

18.01

~18.02

- ' . e e e e L R Y

wells thereon, In the event that the Working Interest
Owmer of such Tract does not elect to take over such
well, Unit Operator shall proceed properly to plug

and abandon the same in accordance with the applicable
laws, rules, regulations and orders, and shall salvage
such casing and other equipment therefrom as is rea-
sonably practicable, for the Investment Account.

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

occupier thereof.

PART XVIII

INSURANCE
Unit Operator shall compif.with all laws relating to
Workmen's Compensation in the Province of Manitoba.
Unit Operator shall carry, for the Common Account,
such insurance as may be approved by the Operating
Committee and shall notify each Working Interest
Owner in writing currently as to the kind and amounts
of such insurance. Notwithstanding anything herein
contained each Working Interest Owner shall have the

right to be a self-insurer as to its interest in the

Unit Facilities.
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Contractor's
Insurance

Settlement of
Claims

Unit Operator's
Liability

18.03

18. 04

18.05

Unit Operator shall require all contractors employed

by it to comply with all laws relating to Workmen's
Compensation in the Province of Manitoba and to carry
such insurance as may be from time to time approved

by the Operating Committee.

Unit Operator may settle any claim arising out of

unit operations and not discharged by insurance as
herein provided, but no claim shall be settled by Unit
Operator in an amount in excess of Two Thousand
($2,000.00) Dollars unless Unit Operator first obtains
the approval of the Operating Committee to such settie-
ment.

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

indemnified or held harmless for any loss, damage,
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No Right of
Partition

Force Majeure

19

19

.01

-p2

claim or liability resulting from the gross negli-
gence or wilful misconduct of Unit Operator or any

of its employees exercising supervisory functionms,

but no act or omission of Unit Operator shall, of
itself, be deemed gross negligence or wilful misconduct
if such act or omission is done or omitted at the
instructions of, or with the concurrence of, the

Operating Committee.

PART XIX

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

tions or orders, inability to obtain necessary
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No Co-operative
Marketing

Titles
Unaffected by
Unitization

Duties
Separate not
Joint or
Collective

15.03

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

and PROVIDED, FURTHER, that no person shall be required
against its will to adjust or settle any labour dis-
pute; and also PROVIDED, FURTHER, that lack of funds
shall not be construed as a cause beyond the reason-
able control of any person. This Plan shall not term
inate while operations hereunder are prevented by
reason df any of the aforesaid causes.

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

or marketing of Unitized Substances.

19.04 Nothing herein shall be construed as a transfer of

19.05

title to, or interest in, the Leases, Tracts or
Unitized Strata or in the Unitized Substances before
the production thereof.

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

partnership duties, obligations or liabilities.
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Individual 19.06 Except as otherwise expressly provided herein, each
Obligation
Working Interest Owner shall be individually respon-
sible only for its own obligations as set out herein,

and shall be liable only for its proportionate share

of the costs and expenses and liabilities.

PART XX

TERM OF PLAN

Term of Plan 20.01 This Plan shall remain in full force and effect so
long as Unitized Substances are produced or are cap-
able of being produced from the Unitized Strata in
paying quantities and as long as operations are con-
ducted on the Unit Area, and thereafter until all Uhit
Operated Wells have been abandoned and plugged, or
otherwise disposed of, and all personal property has
been salvaged and all real estate has been disposed
of by Unit Operator. ﬂg?withstanding anything herein
contained, this Plan shall, subject to the approval
of the Conservation Board, terminate and be at an end
upon the concurring vote of a majority of the Working
Interest Owners owning at least ninety-five percent
(25%) of the Particips ting Interests and such vote
shall be binding upon all the Working Interest Owners

and Royalty Owners.

Rights on 20.02 Upon the termination of this Plan, all rights in and
Termination
of Plan to the Tracts shall revert to the owners and lessees

thercof, and Unit Operator shall arrange for the
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Salvage Costs

salvaging, liquidation and other distribution of the
Unit Facilities. The owner of the working interest
in any such Tract desiring to take over and continue
to operate a Unit Operated Well located thereon may
do so by notifying Unit Operator in writing of its
election to take over said well and by paying Unit
Operator, for the benefit of all Working Interest
Owners, the fair net salvage value of the euipment
used in the operation of such well and by agreeing
to plug the well in accordance with the applicable
laws, rules, regulations and orders at his expense
at such time as it is gbandoned.

With respect to all wells not taken over by
individual Working Interest Owners, Unit Operator
shall salvage as nuch of the casing and eqguipment
in or on such wells as can economically and reason-
ably be salvaged and ;ﬂsll‘cause such wells to be
properly plugged and abandoned in accordance with

the applicable laws, rules, regulations and orders.

20.03 The Working Interest Owners shall share the cost of

salvaging, liquidation, ar other distribution of
assects and properties used in the development and
operation of the Unitized Strata in proportion to

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

Working Interest
Ouners to Advise
Royalty Owmers
of Termination

Rehearing,
Amendments,
ate.

20.94 Upon termimation of this Plan the further develop-

20.05

20.06

(a)

(b)

(c)

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

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

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

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

The Conservatton Board, after full consideration of
the applicétion of any Working Interest Owner, decides

that such application should be heard.

- 60 -



Single Working
Interest Owner

PART XXI

SINGLE WORKING INTEREST OWNER

21,01 In the event that and for so long as there is only

(a)

(b)

one Working Interest Owner in the Unit:

the following terms of this Plan shall not apply:
Parts V, VI, Section 7.04 of Part VII, Parts VIII,

X, XI, XII except Section 12.02, Section 26.01,

and Part XXVII;

all reference in this Plan to'Working Interest
Owners'", "Operating Committee" or "Unit Operator"
shall refer to such single Working Interest Owner
only and such single Working Interest Owner shall
take the place of or perform the function of '"Working

Interest Owners', "Operating Committee' or "Unit

Operator",
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PART XXI1

WELLS DELIVERED TO UNIT OPERATOR PURSUANT TO PART X

Chevron West Butler Prov. 13-29-9-29 -
Chevron West Butler Prov. 16-30-9-29
Chevron West Butler 1-31-9-29

Chevron West Butler 2-31-9-29

Chevron West Butler 8-31-9-29
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PART XXIIIL

THE LANDS IN THE PROVINCE OF MANITOBA WHICH COMPRISE

THE WEST BUTLER UNIT NO, 1 ARE AS FOLLOWS:

TRACT NUMBER | LEGAL DESCRIFPTION

TOWNSHIP 9, RANGE 29, WPM

13~-29 Lsd. 13, Section 29
16~-30 Lsd. 16, Section 30
I-31 Lsd. 1, Section 31
2-31 Lsd. 2, Section 31
8-131 Lsd, 8, Sectiom 31
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PART XXIV

MAP OF UNIT AREA

. TWP 9 RGE 29

LEGEND

OILWELL

ABANDONED OILWELL

NUMBERED TRACT

UNIT BOUNDARY

64

WPM




TRACT NUMBER

13-29

16~30

2-31

8-31

PART XXV

TRACT PARTICIPATION

21.33365
21.76131

3.99741
33.18656

19.72107
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Provision {or
Schadule of Working
Interest Owners and
Participating
Interests

Single Working *
Interest Owner

PART XXVI

PARTICIPATING INTERESTS

26.01

26.02

The Unit Operétor shall as soon after approval of
title by the Operating Committee under Part XIIT

is deemed to have been made, prepare and submit to
the Working Interest Owners, Schedules setting

out the Working Interest Owners of the Tracts and

the Participating Interests in the Unit. Upon the
approval of the Operating Committee the Unit Operator
shall cause such Schedules to be published in one
issue of The Manitobs Gazette.

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

In the event that there is only one (1) Working Int-
erest Owner the Unit Operator shall as soon as poss-
ible after approval of titles under Part XIII pre-
pare and cqusé to be published in one issue of The
Manitoba Gazette Schedules setting out the Working
Interest Owners of the Tracts and the Participating

Interests in the Unit,



Definitions

"Joint Property'

'"Major Material"

"Material"

"Condition "A"

"Condition ''B"

27.01

(a)

(b)

(c)

PART XXVI1

ACCOUNTING PROCEDURE

In this Part:

"Joint Property" shall mean the xespective Tracts

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

"Major Material” means:

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

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

Pumping Unit '

Pumping Motor

Automatic controls

Separators

Heaters

Treaters

Tank complete with thief hatches

and any other material the Current New Price of

which exceeds One Thousand ($1,000.00) Dollars.

shall mean equipment and supplies.
With respectto classificatfon of material:

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

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

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

(b) at Seventy-five (75%) percent of Current
New Price less depreciation consistent with
its usage on and service to the Joint
Property, if material wae originally
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"Gondition "C"

"Condition ''D"

"Condition "E"

"Temporarily
Equipment"

“"Current New
Price"

Fixed Asset

Records

Statements
and BDillings

Used

charged to the Common Account at Seventy-
five (75%) percent of Current New Price.

(iii) Other used material (Condition 'C"), being

(d)

-

27.02

27.03

material which:

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

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

shall be at Fifty (507%) percent of Current New
Price.

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

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

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

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

Fixed Asset Records shall be maintained for all
Controllable Material as defined in Section 10.03.

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

Adjustments

Audits

Charges to
Common Account

27.04

27.05

27.06

27.07

(a) Detailed statement of Controllable Material.

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

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

See Sections 8.03, 8.05 and 8.06.

Payments of any such bills shall not prejudice the
right of any Working Interest Owner to protest or
question the correctness thereof. Subject to the
exception noted 27.06 below, all bills rendered to
the Working Interest Owners by Unit Operator during
any calendar year shall comclusively be presumed to
be true and correct after Twenty-four (24) months
following the end of any such calendar year, unless
within the said Twenty-four (24) month period any
Working Interest Owner takes written exception thereto
and makes a written claim on Unit Operator for adjust-
ment. Failure on the part of the Working Interest
Owner to make such a claim on Unit Operator within
such period shall establish the correctness thereof
and preclude the filing of exceptions thereto or
making of claims for adjustment thereon.

Any audit committee appointed by the Operating
Committee, upon notice in writing to the Unit Operator,
shall have the right to awdit Unit Operator's accounts
and records relating to the accounting hereunder for
any calendar year within the Eighteen (18) month
period following the end of such calendar year. The
Working Interest Owners shall have Six (6) months

next following the examination of the Unit Operator's
records within which to take written exception to and
make any and all claims on the Unit Operator. Such
audit committee shall make every reasonable effort to
conduct such auditing in a manner which will result
in a minimum of inconvenience to the Unit Operator.
The cost of such an audit shall be charged to the
Common Account. In addition to the foregoing right,
any Working Interest Owner shall have the right to
make an individual audit at its own cost and expense.

Subject to the limitations hereinafter prescribed, Unit
Operator shall charge the Common Account with the
following costs of development and operation of the
Joint Property:
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(a)

(v)

(c)

(d)

(e)

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

Unit Operator's cost of vacation and expendi~
tures or contributions imposed or assessed by
any governmental body having jurisdiction with
respect to such salaries and wages referred to
in paragraph (a) of Section 27.07.

Unit Opegator's current cost of established
plans for employees' group life insurance,
sickness and disability benefits, hospitaliza-
tion, pension, retirement, stock purchases,
thrift, bonus and other benefit plans of like
nature, applicable to such salaries and wages
provided for in paragraph (a) of Section 27.07.
Provided that such charges shall not exceed
twelve (12%) percent of the total of the salaries
and wages charged under paragraph (a) of Section
27.07. 1t is agreed, however, that if this
limitation of twelve (12%) percent shall be
found to be insufficient, the same may be in-
creased from time to time when authorized by

a vote of the Operatipg Committee,

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

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

(g)

(h)

specific approval of the Operating Com-
mittee,

(ii) Moving surplus material from the Joint
Property to outside vendees, if sold f.0.b,
destination, or minor returns to Unit Opera-
tor's warehouse or other storage point, No
charge shall be made to the Common Account
for moving surplus materigl to Unit Opera-
tor's warehouse or other storage point for a
distance greater than the distance to the
nearest reliagble supply store or railway
receiving point, except by specific approval
of the Operating Committee, and no charge
shall be made to the Common Account for
moving material to other properties belong-
ing to Unit Operator, except by specific
approval of the Operating Committee.

(iii) Moving expenses of employees incurrad by the

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

(1) Contract services and utilities procured fron
outside sources. Services of outside profes-
sional consultants shall not be charged
unless approved by the Operating Commitiee,

(i1) Use of and service by Unit Operator's ex-
clusively owned equipment and facilities as
provided in Section 27.11.

Costs or expenses nelessary to replace or repair
Joint Property damaged or lost through fire, flooc
storm or any other cause not controllable by Unit
Operator through the exercise of reasonable dili-
gence. Unit Operator shall furnish the Working
Interest Ouners with written notice of damage or
losses incurred as soon as practical but nd later
than fifteen (13) days after report of same has
been received by Unit Operator.

All costs angd expenses of litigation or legal
services necessary or expedient for the protaction
of the Joint Property, including legal fees and
expenses as hereinafter provided, together with
all judgments obtained against or chargeable to
the Common Account or the Joint Property; actual
expenses incurred by any Working Interest Owners
in securing evidence for the purposes of defending
any action or claim prosecuted or urged against
the Commop Account or the Joint Property.
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(1)

(i

(k)

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

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

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

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

Area, Division and Administrative Overhegd:

The rates set forth below shall be charged to
the Common Account ifi'iiéu of a proportionate
share of the costs incurred by the Unit Oper-
ator. These costs include, but are not ilimited
to the following:

(L) Salaries and expenses of the Unit Opera-
tor's area superintendent and other gen-
eral area or field employees, managing
officers and employees of the division
and/or principal office other than those
who are directly engaged on the Joint
Property and whose salaries are charge-
able to the Common Account under the pro-
visions of paragraph (a) of Section 27.C7.

(i1) Cost of maintaining and operating an area
office and all necessary camps, including
housing facilities for employees if neces-
sary. The expense of, less any revenue
from , these facilities shall include de-
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preciation on investment.

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

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

(a) per month for all producing
operations.

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

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

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

3% of expenditures over $50,000.00 and
up to $1C0,000.00, plus

1% of all expenditures over $100,00C.00.

(1) A charge to cover the cost of handling material

(m)

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

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

- 73 -



Basis .of
Charges to
Common Account

27.08

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

(1) OQutsgide Purchases

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

(ii) Materigl Furnished by Unit Operator

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

(a)

(b)

New Material - Condition "A"

(1) HNew material transferred from Unit
Operator's warehouse or other properiies
shall be priced at One Hundred (100%) per-
cent of Current New Price.

Used Materials- Condition "B'" and "C"

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

{2) Material which cannot be classified
as Condition 'B"™ butthich

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

(ii) is serviceable for original
funetion but substantially not scit-
gble for reconditioning,

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

{3) Material which cannot be classified zs
Condition "B" or Condition "C" shall be
priced at a value commensuiate with 1ts use.
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Premium Price

Warranty
of Material

Unit Operator's
Exclusively Owned
Facilities

27.09

27.10

27.11

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

Whenever materials are not readily obtainable at the
customary supply point and at Current New Prices ba-
cause of national emergencles, strikes or other unusual
causes over which Unit Operator has no control, Unit
Operator may charge the Common Account for the requirec
materials on the basis of Unit Operator's direct cost
and expense incurred in procuring such materials, in
making it suitable for use, and in moving it te tha
Joint Property; PROVIDED, HOWEVER, that each Woixing
Interest Owner is notified in writing prior toc ike
acquisition of such material, whereupon each Vorking
Interest Owner shall have the right by so electing and
notifying Unit Operator within Forty-eight (48) hours
after receiving notice from the Unit Operator, fo fur-
nish in kind or in tonnage as may be agreed, at the
location, nearest railway point, or Unit Operator's
storage point, within a comparable distance, all ou
pa:t of his share of material suitable for use and
acceptable to Unit Operator. Transportation costs

on any such material furnished by a Woriking Interest
Quner at any point other than at the location shall be
borne by such Working Interest Owner. 1f, pursuant

to the provisions of this paragraph, a Werking Tnferest
Owner furnishes material in kind, Unit Operatcr shall
make appropriate credits therefor to the account of
such Working Interest Owner.
Unit Operator does not warrant the material furnished
beyond or back of the dealer's or manufacturer's
guarantee; and in case of defective material, credit
shall not be passed until adjustment has been received
by Unit Operator from the manufacturer or their agentks

The Unit Operator shall charge the Commou Account for
services rendered by facilities and equipment owned
exclusively by Unit Operator. The rates charged shall
be commensurate with the cost of ownership and opera-
tion and shall pot be in excess of current prevailing
rates of like services and equipment available in the
area.

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

Inventories

27.12

(a)

(b)

(c)

27.13

(a)

(b)

(c)

(d)

The term "minor equipment' shall mean any material or
items of Unit Facilities not described as Maior
Material. Unit Operator may dispose of amy ita:

of minor equipment, which it deems to be unnecessary
for the Unit operation hereunder, to such persocn and
for such price as 1t sees fit without referenc. Lo
the Operating Committee.

Unit Operator may dispose of any item of Major
Material which it deems to be surplus to the unit
operations at current market demand prices prevailing
in the area without obtaining prior approval of the
Working Interest Owners. The Unit Operator wiil
supply to each Working Interest Owner every Six (§)
months details of Major Material deemed to be surplus
or anticipated to become surplus during the ensuing Six
(6) months. Further, any &uthority granted to the
Unit Operator to dispose of a Non-Operator’s siare
of material shall be revocabie at the will of the
Non~0Operator.

Proceeds from the sale of surplus Material shall be
credited to the Common Account,

Regular inventories of Controllable Material shall

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

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

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

The expense of the Inventory Commlittee shall be
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(e)

charged to the Common Account.

Any Working Interest Owner shall have the right at
any time to request in writing the taking «f &
special inventory, The taking of such spezial
inventory shall be commenced within Fifteen (15)
days after the receipt of notice theiecf, Thn
expense of Unit Operator's represenistive in con-
ducting any special inventory so requested shall

be charged to the separate account of the requesting
Working Interest Ouwner.
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PART XXV
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References to
terms and ex-
pressions

Definitions
"Accounting

Procedure"

"Common Account'

"Conservation
Board"

"Effective Date"

IlGasll

"Investment
Account’

PLAN FOR UNIT OPERATION

GOVERNING THE UNITIZED MANAGEMENT

OPERATION AND FURTHER DEVELOPMENT OF

. WEST BUTLER UNIT NO. 1

PART 1

INTERPRETATION

1.01 This Plan shall be construed with reference to "The

1.02

(a)

(b)

(¢)

(d)

(e}

(£)

Interpretation Act" and the terms and interpretétion
of "The Mines Act" and regulations thereunder.

In this Plan unless the context otherwise requires:
"Accounting Procedure'" means the rules, provisions
and conditions set forth in Part XXVII hereof;
“Common Account' means the account set up and
maintained by Unit Operator on behalf of the
Working Interest Owners as provided in Part VIIL
hereof;

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

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

of » AJD. 197__;

"Gas" means natural gas both before and after it
has been subjected to any processing and includes
all fluid hydrocarbons not defined as 0Oil;
"Investment Account" means the account set up and

maintained by Unit Operator on behalf of the Work-



Royalty Owuers

Not Obliged to

Pay Unitization
Costs, etc,

Tract
Participation

Determination of
Tract Partici-
pation

2.05

3.01

3.02

(a)

(b)

to convert and use as injection wells any Well now

drilled or hereafter drilled into the Unitized Strats.

Nothing contained in this Plan shall be construed
as imposing upon any Royalty Owner any obligation
to pay for any of the expenses of the unitization
herein provided for or for any of the costs and
expenses incurred in operations hereunder unless
such Royalty Owner is obligated to pay for the same

by the terms of any Lease.

PART IIL

TRACT PARTICIPATION

=t

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

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

A current production facFor. " Such factor is that
number expressed as a percentage arrived at by
dividing the 0il production of each Tract during the
interval May 1, 1971 to October 31, 1971, both days
inclusive, by the 0il production for all Tracts dur-
ing the same interval, and multiplying by thirty
one-hundredths (30/100) and;

An average monthly 0il production factor penalized
for water production, Such factor is arrived at by:

i} determining average monthly 0il production of
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ii)

iii)

the Tract by dividing its cumulative 0i] produc-
tion through October 31, 1971 by the number of
calendar months since the Well on such Tract
first went on production, PROVIDED, THAT, the
first calendar month shall not be counted as
such unless the 0il production from the Well on

any such Tract for the first calendar month was

greater than one-half (1/2) of the 0il production

from such Well for the next succeeding month;
calculating a fractional water cut for the
Tract by dividing the water production for the
interval set out in paragraph (a) hereof by the
sun of its water and 0il production for the same
interval, PROVIDED, THAT, with respect to those
Tracts which di& not produce during the interval
referred to, the fraat}onal water cut shall be
calculated by dividing the water production for
each such Tract during the consecutive six (6)
month interval that ends with the last recorded
production by the sum of such Tract's water and
0il production for the said interval;
multiplying éhe avergge monthly 0il production
for the Tract obtained in subparagraph (i)
hereof by the fraction one minus the water cut
appropriate to the Tract as determined in sub-

paragraph (ii) hereof;
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Operator, who own at least eighty-five (85%) percent
of the remaining Participating Interests;
(¢) May resign at any time upon one hundred and eighty
(180) days' written notice to the Operating Committee
and to the Board.
Release from 7.07 In the event of a removal or resignation of Unit
Duties
Operator pursuant to paragraphs (b) or {(c) of
Section 7.06, Unit Operator shall be released from
its duties and obligations hereunder at the hour
of seven o'clock in the forenoon, official time
on the first day of the calendar month following
the expiration of one hundred and eighty (180) days
from the date of delivery of notice of such removal
or resignation, or such earlier date as a successor
Unit Operator shall have been designated by the
Operating Committee, and shall have assumed the

duties of Unit Operator.

-

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

. succegsor Unit Operator, the preceding Unit Operator

shall surrender possession of, and deliver to, the
succegssor Unit Operator the exclusive charge, manage-
ment and control of the development, operation and
production of.the Unitized Strata and all Unit
Operated Wells, Unit Facilities, common funds in the

possession of Unit Operator and all production, if
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Warranty

10.02

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

Within sixty (60) days of the delivery of any
roads, dikes, ditches, fire walls, pits, and fences
Unit Operatorlshall determine which of them, if any,
require additional expenses in order to permit effi-

cient operation or to comply with government regula-
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Filing

Plan Binding
on Successors

Assignments,
etc, Subject to
Terms of Plan

15.01

16.01

PART XV

FILING
Unit Operator shall file this Plan with the Department
of Mines, Resources and Environmental Management for
the Province of Manitoba and with the appropriate
Land Titlesg Office for the Province of Manitoba in

accordance with the provisions of "The Mines Act'.

PART XVI

TRANSFER OF INTEREST

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

which the same shall have been acquired.

16.02 Any disposition of any interest owned by any Working

Interest Owner in any land or part thereof in the

Unit Area shall be madéféxpiessly subject to all the
terms and provisions hereof. Such disposition of any
interest whether expressly so provided or not, shall
operate to impose upon the person or persons acquiring
such interest its or their proportionate part of all
costs and expenses and other obligations, if any,
chargeable hereunder to the interest affected by such
digposition, and shall likewise operate to give and
grant to the person or persons acquiring such interest

its or their proportionate part of all Unitized Sub-
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When Change
of Ownership
Binding

Disposition

Must Include
Related Interest -«
in Unit Facilities
or Unit Area

16.03

16.04

stances and other benefits which may accrue thereto
under the provisions hereof,

No change in ownership of any interest or rights
hereunder (by whatever means accomplished) of any
Working Interest Owmer shall be binding on Unit Oper-
ator or the other Working Interest Owners until Unit
Operator has been furnished with notice of such

change by the person clalming the benefit thereof,

and such change shall become effective alt seven
o'clock in the forenoon, official time, on the first
day of the month following the month in which the
person acquiring such interest delivers to Unit
Operator the original or certified copies of all
instruments, documents and other information necessary
in Unit Operator's opinion to establish a complete
chaln of title. No other kind of notice, whether
actual or constructive, shall be binding on Unit
Operator or the other ngkiﬂg Interest Owners.
Notwithstanding the foregoing, no interest in the

Unit shall be disposed of unless such transaction
shall include a like disposition of a related interest
in the Unit Facilities and likewise, no disposition of
any interest in' the Unit Facilities shall be effective
unless such ﬁransaction shall include a like disposi-
tion of a related working interest in the Unit Area,

it being the intention hereunder that no working in-
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Single Working
Interest Owner

PART XXI

SINGLE WORKING INTEREST CWNER

21.01 In the event that and for so long as there is only

(a)

(b)

one Working Interest Owner in the Unit:

the following terms of this Plan shall not apply:
Parts V, VI, Section 7.04 of Part VII, Parts VILI,

X, XI, XII except Section 12,02, Section 26,01,

and Part XXVII;

all reference in this Plan to'"Working Interest
Owners", "Operating Committee" or "Unit Operator"
shall refer to such =ingle Working Interest Owner
only and such single Working Interest Owner shall
take the place of or perform the function of "Working

Interest Owners', '"Operating Committee" or "Unit

Operator'.



PART XXI¥

MAP OF UNIT AREA
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Provision ior

PART XXVI

PARTICIPATING INTERESTS

26.01

Schedule of Working
Interest Owners and

Participating
Interests

Single Working
Interest Owner

* 26,02

The Unit Operétor shall as soon after approval of
title by the Operating Committee under Part XIII

is deemed to have been made, prepare and submit to
the Working Interest Owners, Schedules setting

cut the Working Interest Owners of the Tracts and

the Particlpating Interests in the Unit. Upon the
approval of the Operating Committee the Unit Operator
shall cause such Schedules to be published in one
issue of The Manitoba Gazette,

The Unit Operator shall from time to time at
the discretion of the Operating Committee prepare and
submit to the Working Interest Owners, revised
Schedules setting out any change of ownership in the
Tracts or Participatingﬁ}nt?rests in the Unit, and
shall cause such Scheduié; to be published in one
issue of The Manitoba Gazette,

In the event that there is only one (1) Working Int-
erest Owner the Unit Operator shall as soon as poss-
ible after approval of titles under Part XIII pre-
pare and cause to be published in one issue of The
Manitoba Gazette Schedules setting out the Working
Interest Owners of the Tracts and the Participating

Interests in the Unit,

- 66 -



PLAN FOR UNLT OPERATION
GOVERNING THE UNITIZED MANAGEMENT
OPERATION AND FURTHER DEVELOPMENT OF
WEST BUTLER UNIT NO. 1

May 15, 1972
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PLAN FOR UNIT OPERATION
GOVERNING THE UNITIZED MANAGEMENT
OPERATION AND FURTHER DEVELOPMENT OF
. WEST BUTLER UNIT NO. 1

PART I
INTERPRETATION

References to 1.0l This Plan shall be construed with reference to "The

terms and ex-

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

Definitions 1,02 In this Plan unless the context otherwise requires:

"Accounting (a) "Accounting Procedure" means the rules, provisions

Procedure"
and conditions set forth in Part XXVII hereof;

"Common Account" (b) "Common Account" means the account set up and
maintained by Unit Operator on behalf of the
Working Interest Owners as provided in Part VIIIL
hereof;

"Congervation (c) "Conservation Board" or "Board'" means The 0il and

Board"
Natural Gas Conservation Board;

"Effective Date" (d) "Effective Date" means the hour of seven o'clock
in the forenoon, officlal time, on the first day
of , AJD. 197 __;

"Gas" (e) '"Gas'" means natural gas both before and after it
has been subjected to any processing and includes
all fluid hydrocarbons not defined as 0Oil;

"Investment (f) "Investment Account' means the account set up and

Account

maintained by Unit Operator on behalf of the Work-



Royalty Owuers

Not Obliged to

Pay Unitization
Costs, etc,

Tract
Participation

Determination of
Tract Partici-
pation

2,05

3.01

3.02

(a)

(b)

to convert and use as injection wells any Well now
drilled or hereafter drilled into the Unitized Strata.
Nothing contained in this Plan shall be construed

as imposing upon any Royalty Owner any obligation

to pay for any of the expenses of the unitization
herein provided for or for any of the costs and
expenses incurred in operations hereunder unless

such Royalty Owner is obligated to pay for the same

by the terms of any Lease,

FART III

TRACT PARTICIPATION

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

The Tract Participaticn for each Tract is the sum
of the following factors:

A current production factor.' Such factor is that
number expressed as a percentage arrived at by
dividing the 0il production of each Tract during the
interval May 1, 1971 to October 31, 1971, both days
inclusive, by the 0il production for all Tracts dur-
ing the same interval, and multiplying by thirty
one- hundredths (30/100) and;

An average monthly Oil production factor penalized
for water production. Such factor is arrived at by:

i) determining average monthly Oil production of
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ii)

iit)

the Tract by dividing its cumulative 0il produc-
tion through October 31, 1971 by the number of
calendar months since the Well on such Tract
first went on production, PROVIDED, THAT, the
first calendar month shall not be counted as
such unless the 0il production from the Well on
any such Tract for the first calendar month was
greater than one-half (1/2) of the Oil production
from such Well for the next succeeding month;
calculating a fractional water cut for the

Tract by dividing the water production for the
interval set out in paragraph (a) hereof by the
sum of its water and 0il production for the same
interval, PROVIDED, THAT, with respect to those
Tracts which did not produce during the interval
referred to, the fractional water cut shall be
calculated by dividiné-the water production for
each such Tract during the consecutive six (6)
month interval that ends with the last recorded
production by the sum of such Tract's water and
0il production for the said interval;
multiplying éhe average monthly 0il production
for the Tract obtained in subparagraph (i)
hereof by the fraction one minus the water cut
appropriate to the Tract as determined in sub-

paragraph (ii) hereof;
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Yy T T T

Release from
Duties

Surrender of
Operating
Rights

(c)

7.07

7.08

Operator, who own at least eighty-five (85%) percent
of the remaining Participating Interests;

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

In the event of 3 removal or resignation of Unit
Operator pursuant to paragraphs (b) or (¢) of
Section 7.06, Unit Operator shall be released from
its duties and obligations hereunder at the hour

of seven o'clock in the forenoon, official time

on the first day of the calendar month following

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

At the effective time ofwgﬁe release from its duties
of any Unit Operator, or upon the selection of a
successor Unit Operator, the preceding Unit Operator
shall surrender possession of, and deliver to, the
successor Unit Operator the exclusive charge, manage-
ment and control of the development, operation and
production oflthe Unitized Strata and all Unit
Operated Wells, Unit Facilities, common funds in the

possession of Unit Operator and all production, if

- 25



Warranty

10.02

in connection with its operations in the Unit Area.
Unit Operator shall, within sixty (60) days of the
delivery of any well, or wellsite énd operating equip-
ment, carry out such tests as may be necessary to
determine its mechanical condition as of the Effect-
ive Date and, in the event any such well or wellsite
and operating equipment is in sound mechanical condi-
tion it shall be accepted by Unit Operator and there-
upon become a Unit Operated Well, or Unit Facility.
In the event that any such well or wellsite and oper-
ating equipment is not in sound mechanical condition
as determined by the Operating Committee, the Working
Interest Owner who contributed such well or wellsite
and operating equipment shall, within thirty (30)
days after being requested to do so by Unit Operator
as instructed by the Operating Committee, install the
equipment necessary to place such well or wellsite
and operating equipment I;'séund mechanical condition
or pay to Unit Operator, for the credit of the Common
Account, 1in cash, the cost of pruchasing and/or in~-
stalling such equipment,

Within sixty (60) days of the delivery of any
roads, dikes, ditches, fire walls, pits, and fences
Unit Operatorlshall determine which of them, if any,
require additional expenses in order to permit effi-

cient operation or to comply with government regula-
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Filing

Plan Binding
on Successors

Assignments,
etc, Subject to
Terms of Plan

15.01

16.01

16.02

PART XV

FILING
Unit Operator shall file this Plan with the Department
of Mines, Resources and Environmental Management for
the Province of Manitoba and with the appropriate
Land Titles Office for the Province of Manitoba in

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

PART XVI

TRANSFER OF INTEREST

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

Any disposition of any interest owned by any Working
Interest Owner in any land or part thereof in the

Unit Area shall be madé expressly subject to all the
terms and provisions hereof. Such disposition of any
interest whether expressly so provided or not, shall
operate to impose upon the person or persons acquiring
such interest its or their proportionate part of all
costs and expenses and other cobligations, if any,
chargeable hereunder to the interest affected by such
disposition, and shall likewise operate to give and
grant to the person or persons acquiring such interest

its or their proportionate part of all Unitized Sub-



When Change
of Ownership
Binding

Disposition

Must Include
Related Interest
in Unit Facilities
or Unit Area

stances and other benefits which may accrue thereto

under the provisions hereof,

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

16.04

»

hereunder (by whatever means accomplished) of any
Working Interest Owner shall be binding on Unit Oper-
ator or the other Working Interest Owners until Unit
Operator has been furnished with notice of such

change by the person claiming the benefit thereof,

and such change shall become effective at seven
o'clock in the forenoon, official time, on the first
day of the month following the month in which the
person acquiring such interest delivers to Unit
Operator the original or certified copies of all
instruments, documents and other information necessary
in Unit Operator's opinion to establish a complete
chain of title. No other kind of notice, Whether.
actual or congtructive, shall be binding on Unit
Operator or the other Wozgingilnterest Owners.
Notwithstanding the foregoing, no interest in the

Unit shall be disposed of unless such transaction
shall include a like disposition of a related interest
in the Unit Facilities and likewise, no disposition of
any interest in the Unit Facilities shall be effective
unless such transaction shall include a like disposi-
tion of a related working interest in the Unit Area,

it being the intention hereunder that no working in-
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PART XXI

SINGLE WORKING INTEREST OWNER

Single Working 21,01 In the event that and for so long as there is only
Interest Owner
one Working Interest Owner in the Unit:
(a) the following terms of this Plan shall not apply:
Parts V, VI, Section 7.04 of Part VII, Parts VILI,
X, XI, XII except Section 12,02, Section 26.01,
and Part XXVII;
(b) all reference in this Plan to'"Working Interest
Owners', "Operating Committee" or "Unit Operator"
shall refer to such single Working Interest Owner
only and such single Working Interest Ouner shall
take the place of or perform the function of "Working

Interest Owners', "Operating Committee' or "Unit

Operator",



PART XXV

MAP OF UNIT AREA
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Provision ior

PART XXVI

PARTICIPATING INTERESTS

26.01

Schedule of Working
Interest Owners and

Participating
Interests

Single Working
Interest Owner

* 26,02

The Unit Operétor shall as soon after approval of
title by the Operating Committee under Part XIIL

is deemed to have been made, prepare and submit to
the Working Interest Owners, Schedules setting

out the Working Interest Owners of the Tracts and

the Participating Interests in the Unit. Upon the
approval of the Operating Committee the Unit Operator
shall cause such Schedules to be published in one
issue of The Manitoba Gazette,

The Unit Operator shall from time to time at
the discretion of the Operating Committee prepare and
submit to the Working Interest Owners, revised
Schedules setting out any change of ownership in the
Tracts or Participatingﬁ%ntgrests in the Unit, and
shall cause such Schedule; to be published in one
issue of The Manitoba Gazette.

In the event that there is only one (1) Working Int-
erest Owner the Unit Operator shall as soon as poss-
ible after approval of titles under Part XIII pre-
pare and cause io-be published in one issue of The
Manitoba Gazette Schedules setting out the Working
Interest Owmers of the Tracts and the Participating

Interests in the Unit,
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Production decline curves for most wells indicate fairly high initial oil produc-
tion rates (600 to 1,400 barrels per month) but low reservoir energy and a fairly
rapid decline in production. Water encroachment has occurred in only one well,
and the limits of accumulation have not been defined. Cumulative eil production
for individual wells, to Deceinber, 1061, runges from sbout 3,500 to 31,000 barrels,
with ap average of about 18,000 barrels. Further develnpment of the Ebor Field
is possible, but will be limited by the low productivity of the reservoir beds. Core
analyses report porosities of 8 to 10 per cent over 30 to 40 feet of net porous zone,
but average permeabilities are only 4 to 6 millidarcies.

WEST BUTLER FIELD

The West Butler Field is located 6 miles west of the Daly Field (Figs. 3, 5);
field data are included in Table 1. Lodgepole strata in the West Butler Field are
approximately equivalent to the strata in the Daly and Ebor Fields, although
litholigic variations, especially in the lower part of the Lodgepole, cause some
difficulty in correlation (Fig. 6 in MeCabe, 1959). Approximately 150 feet of
unnamed upper Lodgepole strata are present above the First Crinoidal (Middle
Daly) marker. These beds consist of finely erystalline somewhat granular cherty
limestone with thin bands of reddish to purplish grey mottled argillaceous limestone.
The dolomite-anhydrite alteration at the Mississippian erosion surface is only 20
feet thick in the 1-31-8-29 well, although traces of anhvdrite occur as fracture
fillings to depths of 150 feet below the erosion surface. Core descriptions for the
1-31-9-29 well are included in Appendix L

The producing interval occurs in the unnamed upper Lodgepole beds at depths
ranging from 13 to 80 feet below the Mississippian erosion surface (Fig. 15C); this
interval is approximately equivalent to the producing zone in the Ebor Field. Oil
staining in the 1-31-9-29 well oceurs to depths of 170 feet below the erosion surface
(elevation -1053), although a drill stem test of the lower 20 feet of this interval
recovered ouly salt water. '

Few field wells penetrated sufficiently deep into the Mlississippian strata to
encounter any well-defined marker beds. Consequently, it is difficult to determine
if there has been any structural deformation of the Mississippian strata. Tenta-
tive correlations and data from the 1-31-9-29 deep test, which penetrated the entire
Mississippian section, suggest little or no regional or local deformation.

Contours on the Mississippian erosion surface indicate a maximum relief of
about 15 feet (Fig. 6), but data are not sufficient to outline any definite palaeotopo-
graphic feature. There is no indication of any deformation ofthe everlying
Amaranth beds (Fig. 15C).

The apparent lack of an appreciable structural or palaeotopographic high and
the considerable thickness of the producing interval indicate that the trap is of the
stratigraphic type, similar to that of the Ebor Field.

Initial oil production rates for all wells were high, ranging from 1,000 to 1,800
burrels per month, but production declined rapidly. As of December, 1961, the
monthly oil production rates ranped from 110 to 187 barrels. Water cut for most
wells was low and there was little evidenee of water encroachment. These data
iudieate fairly good porosity and permeability but low reservoir energy and lack
of an effective water drive. Core analyses report average porosities ranging from
7 ta 11 per cent over as much as 82 feet of net porous zone; average permeabilities
ranee from 4.6 to 5.5 millidarcies. Cumulative oil production for individual wells,
to December 1961, ranges from about 10,000 to 25,000 barrels.

Sinee the limits of accumulation in the West Butler Field have not been defined,
further development may be possible but will be limited by the relatively low
productivity of the wells.
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