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COURT FILE NUMBER 2401-

COURT COURT OF KING'S BENCH OF ALBERTA 

JUDICIAL CENTRE CALGARY 

APPLICANTS GREENFIRE RESOURCES OPERATING 
CORPORATION 

RESPONDENT VICEROY CANADIAN RESOURCES CORP. 

DOCUMENT AFFIDAVIT 

ADDRESS FOR SERVICE OSLER, HOSKIN & HARCOURT LLP 
AND CONTACT 
INFORMATION OF 
PARTY FILING THIS 
DOCUMENT 

Barristers & Solicitors 
Brookfield Place, Suite 2700 
225 6 Ave SW 
Calgary, AB T2P 1N2 

Solicitors: Randal Van de Mosselaer / Stephanie Clark 
Telephone: ( 403) 260-7000 I 7034 
Facsimile: (403) 260-7024 
Email: RVandemosselaer@osler.com /sclark@osler.com 
File Number: 1241968 

AFFIDAVIT OF ROBERT LOGAN 

Sworn/ Affirmed on September 6, 2024 

Clerk's Stamp 

I, Robert Logan MPBE, P. Eng, P.E., of the City of Calgary, in the Province of Alberta, 

SWEAR/ AFFIRM AND SAY THAT: 

1. I am the President and Chief Executive Officer for the Applicant, Greenfire Resources 

Operating Corporation ("Greenfire"). I have a Bachelor of Science in Petroleum 

Engineering from the University of Alberta, a Masters degree in Petroleum Business 

Engineering from the Delft University of Technology in the Netherlands, and I am a 

Professional Engineer and a member of the Association of Professional Engineers and 

Geoscientists of Alberta. As such, I have personal knowledge of the matters referred to in 

this Affidavit, except where such matters are stated to be based on belief, in which case I 

believe them to be true. 

C91042

2401 13217

SigurdsonC
QB Calgary
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The Parties 

2. Greenfire is a corporation duly incorporated under the laws of Alberta with its registered 

office in Calgary. A corporate search for Greenfire is attached hereto as Exhibit "A". 

3. The Respondent, Viceroy Canadian Resources Corp. ("Viceroy") is a corporation duly 

incorporated under the laws of the Province of Alberta with a registered office in Calgary. 

A corporate search for Viceroy is attached hereto as Exhibit "B". 

The Farm-In Agreement 

4. Viceroy is a party to the Amended and Restated Farm-In and Participation Agreement, 

effective as ofJanuary 31, 2019 and amended and restated as ofJune 19, 2020 (the "Farm

In Agreement") governing the ownership and operation of a steam assisted gravity 

drainage plant and facility located approximately 45 km north of Fort McMurray (the "Fort 

McKay SAGD Project"). The original counterparty to the Farm-In Agreement (and the 

former Operator of the Fort McKay SAGD Project) was Everest Canadian Resources Corp. 

("Everest"). A copy of the Farm-In Agreement is attached hereto as Exhibit "C". 

5. The Farm-In Agreement provides, among other things: 

a. that Viceroy has a 5% working interest, and Everest had a 95% working interest, in 

the Fort McKay SAGD Project, which includes a SAGD plant (the "Plant"); 

b. that Everest was the Operator (as defined in the Farm-In Agreement) of the joint 

lands and the Plant; and 

c. that Viceroy is obligated to pay its proportionate share of the costs and expenses 

incurred for the operations relating to the joint lands and the Plant. 

6. The Farm-In Agreement incorporates the 2007 CAPL Operating Procedures (the "CAPL 

Operating Procedures"), as amended by Schedule "B" of the Farm-In Agreement. The 

standard form 2007 CAPL Operating Procedures is attached hereto as Exhibit "D". 
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7. The Farm-In Agreement also incorporates the 1996 PASC Accounting Procedures, as 

amended by Schedule "B" of the Farm-In Agreement. The standard form 1996 PASC 

Accounting Procedures is hereto attached as Exhibit "E". 

8. The CAPL Operating Procedures, at section 5.05(A), grants the Operator of the Fort 

McKay SAGD Project and the Plant an Operator's lien (the "Operator's Lien") over the 

Fort McKay SAGD Project and the Plant: 

Opera/or's Lien-As of the effective date of the Agreement or such later date as 
this Schedule applies to the affected Joint Lands, the Operator will have a lien and 
charge with respect to the interest of each Party in the Joint Lands, the wells and 
equipment thereon, the Petroleum Substances produced therefrom and any other 
Joint Property, to secure payment of that Party's share of the costs and expenses 
incurred for the Joint Account. Subject to the Regulations, that lien and charge 
has priority over any other lien, charge, mortgage or other security interest 
applicable to those interests, provided that this will not preclude a Party from 
entering into any bona fide financing that requires a pledge or the granting of other 
security. 

The Everest Receivership and Purchase by Greenfire 

9. Pursuant to an Order of the Honourable Justice B. B. Johnston of the Court of King's Bench 

of Alberta, Judicial District of Calgary (the "Court") dated April 5, 2023, 

PricewaterhouseCoopers Inc. LIT was appointed receiver and manager (the "Receiver") 

of the undertakings, property and assets of Everest (the "Receivership Order"). A copy 

of the Receivership Order is attached hereto as Exhibit "F". 

10. On February 24, 2024 Greenfire (as Purchaser) and the Receiver (as Vendor) entered into 

a Purchase and Sale Agreement (the "PSA") pursuant to which Greenfire agreed to 

purchase and the Receiver agreed to sell Everest's interest in the Assets (as that term is 

defined in the PSA), which included Everest's interests in the Fort McKay SAGD Project, 

the Plant, and the Farm-In Agreement. 

11. Pursuant to an Order of the Court dated March 27, 2024, the Court approved the PSA (the 

"Sale Approval Order"). The transaction contemplated by the PSA closed on or about 

April 19, 2024, at which time Greenfire acquired a 95% working interest in the Fort McKay 

SAGD Project (including the Plant), and became a successor in interest to Everest's rights 

under the Farm-In Agreement, including by becoming Operator. A copy of the Sale 
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Approval Order is attached hereto as Exhibit "G". A copy of the filed Receiver's 

Certificate contemplated by the Sale Approval Order is attached hereto as Exhibit "H". 

12. On May 23, 2024, Greenfire registered its Operator's Lien as against Viceroy's interests in 

the Fort McKay SAGD Project and related assets in the Personal Property Registry of 

Alberta. A copy of a Personal Property Registry search confirming the registration of the 

Operator's Lien is attached hereto as Exhibit "I". 

13. On August 13, 2024, Greenfire amended its registration of the Operator's Lien in the 

Personal Property Registry. A copy of a Personal Property Registry search confirming the 

amendment of the Operator's Lien is attached hereto as Exhibit "J". 

Amounts owing by Viceroy to Greenfire 

14. On January 24, 2024, the Receiver delivered a letter to Viceroy demanding payment of 

amounts then outstanding by Viceroy to Everest under the Farm-In Agreement (the 

"January 24 Letter"). The Receiver estimated that, as of April 5, 2023 (the date the 

Receiver was appointed), Viceroy owed Everest at least the sum of $102,269,87. A copy 

of the January 24 Letter is attached hereto as Exhibit "K". 

15. Following the closing of the transaction under the PSA, on April 25, 2024, Greenfire's 

counsel, Osler, Hoskin & Harcourt LLP ("Osler"), delivered a letter to Viceroy demanding 

payment of additional amounts outstanding by Viceroy to Greenfire under the Farm-In 

Agreement (the "April 25 Letter"). Osler also provided notice to Viceroy that the amount 

outstanding by Viceroy to Greenfire had by then increased to $794,075.06 (the 

"Outstanding Amounts"), that the letter constituted a notice of default pursuant to the 

CAPL Operating Procedures, and that Greenfire intended to take steps to enforce its 

Operator's Lien. A copy of the April 25 Letter is attached hereto as Exhibit "L". 

16. Viceroy did not respond to the April 25 Letter. 

17. On June 4, 2024, Osler delivered another letter to Viceroy demanding payment of the 

Outstanding Amounts under the Farm-In Agreement and providing a Notice of Intention 

to Enforce Security in accordance with section 244 of the Bankruptcy and Insolvency Act 

(Canada), thereby giving notice to Viceroy ofGreenfire's intention to take steps to enforce 
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its Operator's Lien (the "June 4 Letter"). A copy of the June 4 Letter is attached hereto as 

Exhibit "M". 

18. Viceroy did not respond to the June 4 Letter. 

19. On June 18, 2024, Osler delivered another letter to Viceroy (the "June 18 Letter") 

providing notice pursuant to section 62 of the Personal Property Security Act, RSA 2000, 

c P-7 ("PPSA") that Greenfire proposed to take the collateral secured by the Operator's 

Lien (namely, Viceroy's 5% interest in the Fort McKay SAGD Project and the Plant) in 

satisfaction of the Outstanding Amounts, if Viceroy did not provide a written notice of 

objection pursuant to section 62(2) of the PPSA within 15 days of the date of the June 18 

Letter. A copy of the June 18 Letter is attached hereto as Exhibit "N". 

20. On June 21, 2024, Qiping Men, a director of Viceroy, delivered an email to Osler objecting, 

pursuant to section 62(2) of the PPSA, to Greenfire's proposal to take Viceroy's interest in 

the Plant in satisfaction of the Outstanding Amount (the "June 21 Email"). A copy of the 

June 21 Email is attached hereto as Exhibit "0". 

21. Qiping Men also claimed that Viceroy had not received copies of April 25 Letter, the June 

4 Letter, or the June 18 Letter, even though each of those letters was delivered to Viceroy's 

registered office as disclosed in the corporate registry search attached at Exhibit "B" hereto. 

22. The joint lands and Plant continue to accrue joint operating expenses, and the Outstanding 

Amount will continue to increase. A statement of accounts showing the current 

Outstanding Amount owing by Viceroy to Greenfire (updated to the date of this Affidavit) 

is attached as Exhibit "P". 

23. On June 26, 2024 Qiping Men advised Greenfire (through its counsel) that Viceroy 

intended to exercise its right to audit the Outstanding Amounts. On July 4, 2024 Green fire's 

counsel responded by email (the "July 4 Email") confirming Viceroy's right to conduct 

an audit, inquiring who would be conducting the audit so that the necessary documents 

could be provided to the auditor, proposing a schedule for the audit, and pointing out that 

under the terms of the Farm-In Agreement the commencement of the audit does not relieve 

Viceroy from making payment of the Outstanding Amounts. A copy of this email exchange 

is attached hereto as Exhibit "Q". 
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24. Neither Qiping Men nor anyone else from Viceroy responded to the July 4 Email, and 

accordingly Greenfire's counsel followed up with an email on July 9, 2024. On July 10, 

2024 Qiping Men responded by email saying: " ... please send us the related calculations 

with supporting documents for auditing. Before we receive necessary information, we can 

not agree any schedules." A copy of this email exchange is attached hereto as Exhibit "R". 

25. On July 15, 2024 Greenfire sent Qiping Men an email (the "July 15 Email") containing a 

link to all joint interest billing documentation as he had requested, and repeated the requests 

and proposed schedule contained in the July 4 Email. Neither Qiping Men nor anyone else 

from Viceroy responded to the July 15 Email, and accordingly on August 1, 2024 Greenfire 

followed up with Qiping Men. On that same day Qiping Men replied by email again asking 

for "supporting documents", and saying that "Before we have those necessary information, 

we can not go to next step for audit." Given that the documents had been provided in the 

July 15 Email, on that same day Greenfire responded saying that: "You have been supplied 

all backup as requested through the JIBs for both past and current charges. With respect to 

the historical items, if there is something specific that you disagree with let you know 

through specific audit queries." A copy of this email exchange (the "August 1 Exchange") 

is attached hereto as Exhibit "S". 

26. On August 2, 2024, Greenfire's counsel wrote to Qiping Men further to the August 1 

Exchange saying: 

Further to the exchange below, given that Greenfire provided all requested back up 
documents in the link in Tony's July 15 email (below) if you believe you are missing 
anything please advise immediately with specific reference to what you believe to be 
missing. 

In addition, we note that you have not provided the information requested in the points set 
out in Tony's July 15 email. Please provide that information immediately and confirm the 
schedule for completing the audit as set out in Tony's July 15 email. 

27. As of the date of this Affidavit there has been no further response from Qiping Men or 

Viceroy to the July 15 Email or the August 1 Exchange. 

The Plant 

28. The Plant which forms part of the Fort McKay SAGD Project, and in which Viceroy holds 

a 5% interest, is entirely above ground, and consists of tanks, pipe rack modules, pump 
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buildings, and other equipment skids. The Plant is a modular plant which is designed and 

intended to be movable and transferable to different sites. 

29. The equipment that comprises the Plant sits on piles. Some equipment, such as some of the 

tanks, are not affixed to the land other than by their own weight. 

30. Other equipment, such as some of the pipe rack modules, have some degree of attachment 

in that they are secured to the pile flange with bolts, but they are only secured by bolts so 

that this component of the Plant can be better utilized and so as to reduce vibration or 

movement from thermal expansion. The pipe rack modules can be unbolted and removed 

with minimal effort, and they can be unbolted and removed without damaging the 

equipment or the lands. 

31 . Other Plant equipment, such as the pump buildings, are secured to the piles by welding, 

but this attachment is only to reduce vibrations and so that this component of the Plant can 

be better utilized. The pump buildings can be removed from the piles with minimal effort 

and without damaging the equipment or the lands. 

32. The only purpose of the Plant is to facilitate the removal and processing of the oil at the 

Fork McKay SAGD Project. The Plant equipment is designed and intended to remain on 

the land only as long as the Fork McKay SAGD Project is producing oil. The design of the 

Plant, and its installation on the lands, is intended to be temporary, and the oil reservoirs 

have a finite life span. The Plant (and plants of this type) are intended to be moved or sold 

piecemeal for use on different projects and on multiple sites. Equipment of the type which 

comprises the Plant is routinely removed from sites and relocated or sold. 

33. For example, a SAGD plant designed by the same firm and having a very similar design to 

the Plant, and which was owned and operated by Total Energy, was shut down in 2014 and 

sold to Cenovus. Cenovus then moved all of the plant and equipment from Total's Joslyn 

Creek SAGD site to Cenovus' site. This SAGD plant, like the Plant and other plants like it, 

was designed to be mobile, and was intended to be moved to different locations. An article 

discussing the relocation of this SAGD plant is attached hereto as Exhibit "T". 



r 
r 

l 

l 
L 
l 
l 

L 

34. Prior to Greenfire's purchase of the Fort McKay SAGD Project, I was aware that the 

Orphan Well Association (which was managing the Plant at the time) intended to sell the 

Plant buildings piecemeal, if Greenfire had not purchased it. 

Enforcement of the Operator's Lien and Sales Process 

35. In light of the foregoing, it is my understanding based on my experience in the industry 

that the Plant (and the various component pieces of equipment which comprise the Plant) 

is a chattel. 

36. It is my understanding that Greenfire, as the Operator of the Fort McKay SAGD Project, 

holds an Operator's Lien over the Plant. 

37. It is my further understanding that in light of Viceroy's objection pursuant to section 62(2) 

of the PPSA in the June 21 Email, the PPSA requires that Greenfire (being the secured 

party) dispose of the collateral (being Viceroy's interest in the Plant) in accordance with 

the provisions of section 60 of the PPSA, that is: ( a) by private sale, or (b) by public sale, 

including public auction or closed tender, and ( c) as a whole or in commercial units or 

parts. 

38. Although Greenfire holds an Operator's Lien over the Plant, Greenfire is also interested in 

being a potential bidder for the collateral, namely, Viceroy's interest in the Plant. In light 

of Greenfire's interest in being a bidder and a prospective purchaser of Viceroy's interest 

in the Plant, it would be inappropriate for Greenfire to be responsible for running the sale 

process to dispose of the collateral in accordance with section 60 of the PPSA. 

Accordingly, I believe it would be just and convenient and appropriate that this Court 

appoint a limited Receiver over Viceroy's interest in the Plant so that this Court's Officer 

could be responsible for running a sales process for Viceroy's interest in the Plant in a fair 

and transparent manner, under the supervision of the Court, and to ensure that such sales 

process does not have any actual or apparent conflict. 
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39. Alvarez & Marsal Canada Inc. is experience and skilled in acting in such capacity, and has 

consented to act as Receiver of Viceroy's interest the Plant. Attached hereto as Exhibit 

"U" is a copy of the Consent to Act executed by Alvarez & Marsal Canada Inc. 

SWORN/ AFFIRMED BEFORE ME at 

Calgary, Alberta this 6th day of September, 

2024. 

llacbnzlleadlnal 
~ 

ROBERT LOGAN 
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-BFiaB:He H~ sworn before me 

at Calgary, Alberta on September 6, 2024 

in and for the Province of Alberta 

Hackenlltemdlnal 
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   Corporation/Non-Profit Search
   Corporate Registration System

Date of Search: 2024/08/13
Time of Search: 02:49 PM

Service Request Number: 42732625
Customer Reference Number: 05660404-EDD3_5_4558005

Corporate Access Number: 2025746435
Business Number: 702715475
Legal Entity Name: GREENFIRE RESOURCES OPERATING CORPORATION

Legal Entity Status: Active
Alberta Corporation Type: Named Alberta Corporation
Method of Registration: Amalgamation
Registration Date: 2024/01/01 YYYY/MM/DD

Registered Office:
Street: 2400, 525 - 8TH AVENUE S.W.
City: CALGARY
Province: ALBERTA
Postal Code: T2P1G1
Records Address:
Street: 2400, 525 - 8TH AVENUE S.W.
City: CALGARY
Province: ALBERTA
Postal Code: T2P1G1

Email Address: CORES@BDPLAW.COM

Primary Agent for Service:

Last
Name

First
Name

Middle
Name Firm Name Street City Province Postal

Code Email

ALGAR RYAN  BURNET,
DUCKWORTH
& PALMER
LLP

2400, 525
- 8
AVENUE
SW

CALGARY ALBERTA T2P1G1 CORES@BDPLAW.COM

Directors:

Last Name: KRALJIC
First Name: TONY
Street/Box Number: 205 5 AVE SW #1900
City: CALGARY



Province: ALBERTA
Postal Code: T2P2V7

Last Name: LOGAN
First Name: ROBERT
Street/Box Number: 205 5 AVE SW #1900
City: CALGARY
Province: ALBERTA
Postal Code: T2P2V7

Details From Current Articles:

The information in this legal entity table supersedes equivalent electronic attachments
Share Structure: SEE SCHEDULE "A" ATTACHED HERETO
Share Transfers Restrictions: NONE
Min Number Of Directors: 1
Max Number Of Directors: 11
Business Restricted To: NONE
Business Restricted From: NONE
Other Provisions: SEE SCHEDULE "B" ATTACHED HERETO

Other Information:

Amalgamation Predecessors:

Corporate Access Number Legal Entity Name
2025487378 GREENFIRE RESOURCES INC.
2023753086 GREENFIRE RESOURCES OPERATING CORPORATION

Filing History:

List Date (YYYY/MM/DD) Type of Filing
2024/01/01 Amalgamate Alberta Corporation
2024/06/06 Update Business Number Legal Entity

Attachments:

Attachment Type Microfilm Bar Code Date Recorded (YYYY/MM/DD)
Statutory Declaration 10000307135643668 2024/01/01
Share Structure ELECTRONIC 2024/01/01
Other Rules or Provisions ELECTRONIC 2024/01/01

https://cores.reg.gov.ab.ca/cores/cr/cr_elec_attach.download?p_file=4346551
https://cores.reg.gov.ab.ca/cores/cr/cr_elec_attach.download?p_file=4346553


Shares in Series ELECTRONIC 2024/01/01

The Registrar of Corporations certifies that, as of the date of this search, the above information is an accurate
reproduction of data contained in the official public records of Corporate Registry.

https://cores.reg.gov.ab.ca/cores/cr/cr_elec_attach.download?p_file=4346555
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Thi is Exhibit 'B' t9 the Affidavit of 
11/1{, V ilo'r.cr'i- L~?' }v' ·ume.e II~ sworn before me 

at Calgary, Alberta on September 6, 2024 

in and for the Province of Alberta 

~Canlnal 
Stud8nHIH.aJ, 



   Corporation/Non-Profit Search
   Corporate Registration System

Date of Search: 2024/06/21
Time of Search: 08:29 AM
Search provided by: OSLER, HOSKIN & HARCOURT LLP
Service Request Number: 42398730
Customer Reference Number: 0085444-2381

Corporate Access Number: 2020835159
Business Number: 781777511
Legal Entity Name: VICEROY CANADIAN RESOURCES CORP.

Legal Entity Status: Active
Alberta Corporation Type: Named Alberta Corporation
Registration Date: 2017/11/30 YYYY/MM/DD
Date of Last Status Change: 2020/03/16 YYYY/MM/DD

Registered Office:
Street: 2080-222 3 AVE SW
City: CALGARY
Province: ALBERTA
Postal Code: T2P0B4
Records Address:
Street: 2080, 222 3 AVE SW
City: CALGARY
Province: ALBERTA
Postal Code: T2P0B4

Email Address: MEN8566@YAHOO.CA

Primary Agent for Service:

Last
Name

First
Name

Middle
Name

Firm
Name Street City Province Postal

Code Email

MEN QIPING   121
SILVERADO
RANCH
MANOR SW

CALGARY ALBERTA T2X0M6 MEN8566@YAHOO.CA

Directors:



Last Name: MEN
First Name: QIPING
Street/Box Number: 121 SILVERADO RANCH MANOR SW
City: CALGARY
Province: ALBERTA
Postal Code: T2X0M6

Last Name: SONG
First Name: ZHEFEI
Street/Box Number: 1624 HOWAT CRESCENT
City: MISSISSAUGA
Province: ONTARIO
Postal Code: L5J4G5

Last Name: SUN
First Name: HUIGANG
Street/Box Number: 1922 - 44TH AVENUE W.
City: VANCOUVER
Province: BRITISH COLUMBIA
Postal Code: V6M2E7

Voting Shareholders:

Legal Entity Name: PINGYUAN RESOURCES CORP.
Corporate Access Number: 2021059312
Street: 1002 804 3 AVE SW
City: CALGARY
Province: ALBERTA
Postal Code: T2P0G9
Percent Of Voting Shares: 48

Last Name: SONG
First Name: ZHEFEI
Street: 1624 HOWAT CRES
City: MISSISSAUGA
Province: ONTARIO
Postal Code: L5J4G5
Percent Of Voting Shares: 4

Last Name: SUN
First Name: HUIGANG
Street: 1922 - 44TH AVENUE W.
City: VANCOUVER
Province: BRITISH COLUMBIA



Postal Code: V6M2E7
Percent Of Voting Shares: 48

Details From Current Articles:

The information in this legal entity table supersedes equivalent electronic attachments
Share Structure: SEE ATTACHED SCHEDULE "A"
Share Transfers Restrictions: SEE ATTACHED SCHEDULE "B"
Min Number Of Directors: 1
Max Number Of Directors: 5
Business Restricted To: NONE
Business Restricted From: NONE
Other Provisions: SEE ATTACHED SCHEDULE "C"

Other Information:

Last Annual Return Filed:

File Year Date Filed (YYYY/MM/DD)
2023 2023/12/04

Filing History:

List Date (YYYY/MM/DD) Type of Filing
2017/11/30 Incorporate Alberta Corporation
2018/07/27 Change Director / Shareholder
2019/09/09 Change Address
2020/01/02 Status Changed to Start for Failure to File Annual Returns
2020/02/23 Update BN
2023/12/04 Enter Annual Returns for Alberta and Extra-Provincial Corp.

Attachments:

Attachment Type Microfilm Bar Code Date Recorded (YYYY/MM/DD)
Share Structure ELECTRONIC 2017/11/30
Restrictions on Share Transfers ELECTRONIC 2017/11/30
Other Rules or Provisions ELECTRONIC 2017/11/30

https://cores.reg.gov.ab.ca/cores/cr/cr_elec_attach.download?p_file=3491189
https://cores.reg.gov.ab.ca/cores/cr/cr_elec_attach.download?p_file=3491190
https://cores.reg.gov.ab.ca/cores/cr/cr_elec_attach.download?p_file=3491191


The Registrar of Corporations certifies that, as of the date of this search, the above information is an accurate
reproduction of data contained in the official public records of Corporate Registry.
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:arn.c Hai,~ sworn before me 

at Calgary, Alberta on September 6, 2024 

in and for the Province of Alberta 

~~ 
~ 
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AMENDED AND RESTATED 
FARM-IN AND PARTICIPATION AGREEMENT 

THIS AMENDED AND RESTATED FARM-IN AND PARTICIPATION AGREEMENT is made 
effective as of the 31st day of January, 2019, as amended and restated as of the 19th day of June 2020,  

BETWEEN: 

VICEROY CANADIAN RESOURCES CORP., a body corporate, 
having offices at the City of Calgary, in the Province of Alberta 
(hereinafter referred to as “Viceroy”) 

- and - 

EVEREST CANADIAN RESOURCES CORP., a body corporate, 
having offices at the City of Calgary, in the Province of Alberta 
(hereinafter referred to as “Everest”) 

 

WHEREAS immediately prior to January 31, 2019, Viceroy was the holder (legal and beneficial owner) 
of one hundred percent (100%) of the undivided interests in the title documents, joint lands, leases and 
facilities as more particularly set forth and described in Schedule “A” hereto and made a part hereof 
(hereinafter referred to as the “Joint Lands” and “Title Documents”); 

AND WHEREAS on January 31, 2019, the Parties entered into a farm-in and participation agreement (the 
“Original Agreement”), pursuant to which the Parties agreed that Everest may earn undivided Working 
Interests in the Joint Lands and Facilities from Viceroy by providing funds for the development of the Joint 
Lands and Facilities; 

AND WHEREAS pursuant to and in accordance with the Original Agreement, Everest earned an undivided 
ninety-five percent (95%) Working Interest, leaving Viceroy (legally and beneficially) owning the 
remaining five percent (5%) Working Interest; 

AND WHEREAS pursuant to the royalty agreement (the “Royalty Agreement”) made on the date hereof 
between Everest and Burgess Energy Holdings, L.L.C. (the “Royalty Owner”), Everest assigned and 
transferred to the Royalty Owner an undivided interest in and to the Bitumen (as such term is defined in the 
Royalty Agreement) within, upon or under the Joint Lands equal to the Royalty Share of Bitumen (as such 
term is defined in the Royalty Agreement) (the “Royalty”) in exchange for the Aggregate Consideration  
(as such term is defined in the Royalty Agreement) which Everest is obligated to use, inter alia, for the 
maintenance and development of the Joint Lands; 

AND WHEREAS Viceroy, for good and valuable consideration (including, without limitation, having 
regard to the economic benefit associated with the further development and production of the Joint Lands 
and Facilities), the receipt and sufficiency of which is hereby acknowledged, and knowing that Everest and 
the Royalty Owner will be relying upon the following, has agreed to: (i) accept the Royalty and the Lien as 
interests in land, being accepted “Encumbrances” under this Agreement that run with the Joint Lands and 
Title Documents and survive, with priority over, and are otherwise unaffected by, any and all provisions, 
rights or remedies under this Agreement or otherwise under the Regulations related to deletions of lands, 
penalties, security for payment, default remedies, non-participation in operations, surrender, forced sales 
(forfeiture) of interest, buy-out rights, assignments, transfers and conveyances of Working Interests: and 
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(ii) waive (to the benefit of Everest and the Royalty Owner) any and all rights, obligations and remedies, 
as applicable, that Viceroy may otherwise have had in connection with the foregoing provisions; 

AND WHEREAS, in connection with the foregoing, the Parties wish to amend and restate the Original 
Agreement in its entirety on the terms set forth herein to: (a) govern their relationship as relates to their 
Working Interest and to acknowledge and confirm their Working Interest ownership; (b) provide for the 
continued maintenance, exploration, operation and development of the Joint Lands and Title Documents; 
and (c) make certain other amendments to the Original Agreement in accordance with the terms and 
provisions of this Agreement (which amends and restates the Original Agreement in its entirety). 

NOW THEREFORE THIS AGREEMENT WITNESSES that, in consideration of the premises, and of 
the mutual covenants and agreements contained herein, the Parties hereto agree as follows: 

1.00 DEFINITIONS 

1.1 In this Agreement, unless otherwise defined below, all words and phrases shall have the meanings 
given in Clause 1.01 of the Operating Procedure, and in addition: 

(a) “Agreement” means this Amended and Restated Farm-in and Participation Agreement, 
including Schedule “A”, “B” and “C” attached hereto; 

(b) “Assignment Procedure” means the 1993 CAPL Assignment Procedure, incorporated by 
reference herein; 

(c) “Effective Date” means February 1, 2019, being the date on which Everest made and 
earned, respectively, the Initial Contribution and Everest Working Interest; 

(d) “Encumbrances” means those royalties (including any lessor royalties under the Title 
Documents), overriding royalties, production payments, net profits interests or other 
charges of a similar nature applying against the Joint Lands, or the production or proceeds 
of production of Petroleum Substances therefrom, that are described as “Encumbrances” 
in Schedule “A” attached hereto or as otherwise described herein and, for certainty, 
includes the Royalty and the Lien; 

(e) “Facilities” means the facilities listed in Schedule “A” attached hereto, and any facilities 
which may from time to time remain or become subject to this Agreement; 

(f) “Joint Lands” means the lands as listed in Schedule “A” attached hereto, and includes the 
Petroleum Substances within, upon or under such lands insofar as the same are held 
pursuant to the Title Documents and any other lands which may become subject to this 
Agreement; 

(g) “Joint Wells” means the well(s) listed in Schedule “A” attached hereto, and any other 
wells which may become subject to this Agreement; 

(h) “Lien” has the meaning given to that term in the Royalty Agreement; 

(i) “Operating Procedure” means the standard form 2007 CAPL Operating Procedure, 
together with the standard form 1996 PASC Accounting Procedure, each of which is 
adopted and incorporated into this Agreement by reference, including the revisions and 
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elections described within the summary pages contained within Schedule “B” attached 
hereto and any amendments thereto resulting from the terms and conditions herein; 

(j) “Operator” means the Party appointed as such office pursuant to Clause 4.2 herein; 

(k) “Original Agreement” has the meaning given to that term in the recitals;  

(l) “Royalty Agreement” has the meaning given to that term in the recitals;  

(m) “Royalty Owner” has the meaning given to that term in the recitals;  

(n) “Title Documents” means the documents of title (or any of them) through which the 
Parties hold their Working Interests in the Joint Lands, and any documents issued or 
derived therefrom, including all amendments, renewals, extensions, continuations or 
replacements (whether by operation of the applicable document, the Regulations, this 
Agreement or other agreement of the Parties) thereof, PROVIDED HOWEVER that any 
new leases that are obtained by a Party after the expiry of a Title Document are not to be 
considered Title Documents unless the Parties hereto mutually agree to the inclusion of 
such new leases as Title Documents hereto; and  

(o) “Working Interests” means the working interests of each Party in and to the Title 
Documents, the Joint Lands, and Joint Wells subject to the Encumbrances, as provided for 
and set forth in Clause 5.00 hereto. 

2.00 SCHEDULES 

2.1 The following Schedules are attached to and form part of this Agreement: 

(a) Schedule “A”, which sets forth and describes the Title Documents, the Joint Lands, the 
Working Interests, Encumbrances, Facilities and the Joint Well(s);  

(b) Schedule “B”, which lists the revisions and elections of the Parties in respect of the 
Operating Procedure and the addresses for service of the Parties; and 

(c) Schedule “C”, which illustrates what the respective Working Interests of the Parties would 
be based on incremental capital contributions by Everest of One Million dollars 
($1,000.000.00). 

3.00 INITIAL CONTRIBUTION AND EFFECTIVE DATE 

3.1 The Parties acknowledge that on or about February 1, 2019, Everest made an initial contribution of 
the sum of Sixty Three Thousand Two Hundred and Ninety One Dollars and Fourteen Cents 
($63,291.14) into the Joint Account under the Operating Procedure, the receipt and sufficiency of 
which was acknowledged by Viceroy pursuant to the Original Agreement, in order to earn an 
undivided One Percent (1%) Working Interest in and to the Joint Lands, Title Documents and 
Facilities (the “Initial Contribution and Everest Working Interest”). 

3.2 The Original Agreement was effective as of the 31st day of January, 2019, and this Agreement shall 
be effective as of the 31st day of January, 2019, and shall in all respects be interpreted as if executed 
and delivered by the Parties on that date, as amended and restated on the terms and conditions set 
out herein as of the 19th day of June 2020. 
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4.00 OPERATING PROCEDURE AND OPERATOR 

4.1 The Operating Procedure, including any amendments, modifications or supplements thereto 
pursuant to this Agreement or otherwise, came into effect as of the date of the Initial Contribution 
and Everest Working Interest and has since and shall continue to: 

(a) govern the relationship and the respective rights and obligations of the Parties with respect 
to the matters set forth therein; and 

(b) govern all Operations conducted on the Joint Lands pursuant to the Title Documents in 
respect of exploration, development and the production of Petroleum Substances and other 
related matters described therein. 

4.2 The Parties appoint Everest as the Operator, and Everest accepts such appointment as Operator 
effective the Effective Date as result of the Initial Contribution and Everest Working Interest and 
agrees to assume the duties, obligations and rights of the Operator under the Operating Procedure. 

5.00 EARNED WORKING INTERESTS 

5.1 In addition to the Initial Contribution and Everest Working Interest, Everest shall earn an undivided 
0.0000158333333% Working Interest in the Joint Lands, Title Documents and Facilities for every 
dollar it contributes to the development and production of the Joint Lands and Facilities, to a 
maximum of $6,000,000.00, inclusive of the Initial Contribution and Everest Working Interest; 
provided that, once Everest has contributed a minimum of $4,000,000.00, inclusive of the Initial 
Contribution and Everest Working Interest, and the Joint Lands yield production volumes of Two 
Thousand (2,000) barrels of oil per day equivalent, for a continuous period of at least Twenty One 
(21) days, Everest shall have earned an undivided 95% Working Interest in the Joint Lands, Title 
Documents and Facilities. 

5.2 The Parties shall bear all costs and expenses paid or incurred under or relating to this Agreement 
and shall own the Joint Lands and Title Documents, any wells thereon, the Facilities and 
information obtained therefrom, any equipment pertaining thereto and any Petroleum Substances 
produced therefrom in accordance with their respective Working Interest from time to time. 

5.3 For clarity, Schedule “C” illustrates the Parties’ respective working interests based on each capital 
contribution of One Million ($1,000.000.00) Dollars by Everest, but notwithstanding the foregoing, 
Everest may contribute sums in any amount. 

5.4 After the Effective Date, Everest shall provide a monthly accounting and earning letter to Viceroy 
setting out the amounts it has contributed and the undivided Working Interests earned in any given 
month by such expenditure and Viceroy shall within two days acknowledge such earning. Failure 
by Viceroy to acknowledge the earning by Everest within the two day period will be deemed an 
acknowledgement of earning by Viceroy. 

5.5 The Parties hereby acknowledge and agree that, as of the date hereof, Everest has earned an 
undivided ninety-five percent (95%) Working Interest and Viceroy (legally and beneficially) owns 
the remaining five percent (5%) Working Interest; with such undivided ninety-five percent (95%) 
Working Interest having been earned by Everest (and therefor deemed conveyed by Viceroy) free 
and clear of any and all encumbrances (other than the Encumbrances) created by, through or under 
Viceroy. 
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6.00 TITLE AND ENCUMBRANCES 

6.1 As of the Effective Date, Viceroy does not warrant title to its Working Interest in the Title 
Documents or Joint Lands; however, it confirms that: 

(a) it is not aware of any act or omission whereby it is (or would be) in default under the terms 
of the Regulations or the Title Documents and that, prior to the execution of the Agreement, 
it has not received, or otherwise become aware of, any notice of default in respect of any 
of the Joint Lands that has not been remedied or that has not been addressed specifically in 
this Agreement; and 

(b) it has the authority to enter into this Agreement.  

6.2 Other than the Royalty and the Lien, which Viceroy hereby accepts as interests in land, being 
accepted “Encumbrances” under this Agreement (generally, and specifically with respect to Clause 
15.02 Operating Procedure) and otherwise, that run with the Joint Lands and Title Documents, no 
Party will do, or cause to be done, anything to encumber the Joint Lands which: 

(a) adversely and materially affects the Working Interest of any other Party; or 

(b) results in the Title Documents becoming subject to termination or forfeiture. 

6.3 If the interest of any Party in the Joint Lands and Title Documents is now subject to or may hereafter 
become subject to any encumbrance other than the Encumbrances (including the Royalty and the 
Lien and those set out in Schedule “A”), such encumbrance (hereinafter called the “Subsequent 
Encumbrance”) shall be borne entirely by the Party whose interest is or becomes so encumbered. 
Any such Subsequent Encumbrance hereafter made or granted by a Party shall be expressly made 
subject to the rights of the other parties hereto. In no event shall a Party acquiring an interest in the 
Joint Lands and the Title Documents by virtue of the Operation of any provision of this Agreement 
or of the Operating Procedure be required to assume any part of such Subsequent Encumbrance, 
and the Party which has so encumbered its interests shall extinguish such encumbrances at its own 
cost and expense, prior to assignment to another Party, and, at all times indemnify and hold the 
other Parties harmless in respect thereof.  For greater certainty: 

(a) for all intents and purposes of this Agreement, each of the Royalty and the Lien shall not 
be considered “Subsequent Encumbrances”; and 

(b) the Royalty and the Lien survive, with priority over, and are otherwise unaffected by, any 
and all provisions, rights or remedies under this Agreement related to deletions of lands, 
penalties, security for payment, default remedies, non-participation in operations, 
surrender, forced sales (forfeiture) of interest, buy-out rights, assignments, transfers and 
conveyances of Working Interests, including, without limitation, with respect to Clause 6.2 
and this Clause 6.3 of the body of this Agreement, and Clauses 5.05(A), 5.05(B), 10.07, 
10.10, 11.03(B), 12.02(A) or 15.01 of the Operating Procedure; and Viceroy hereby waives 
(to the benefit of Everest and the Royalty Owner) any and all rights, obligations and 
remedies, as applicable, it may otherwise have had in connection with the foregoing 
provisions. 
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7.00 GOODS AND SERVICES TAX 

7.1 Effective as of the Effective Date, the Parties to this Agreement hereby elect jointly to have the 
Operator or any successor to the initial Operator, account for Goods and Services Tax (“GST”) in 
the course of any joint venture activity attributable to the electing participants and parties to this 
Agreement pursuant to subsection 273(1) of the Excise Tax Act. 

7.2 For the purposes of subsection 273(1) of the Excise Tax Act, this Agreement covers any marketing 
arrangements between the Operator and the other parties, wherein the Operator agrees to market 
product on behalf of such other parties. 

7.3 Should any Party elect to take its product share in kind, such Party will be responsible for remitting 
all GST, and for filing all returns in connection therewith, in respect to the product share taken in 
kind by it. Otherwise, the Parties agree to be bound by such election throughout the term of this 
Agreement. 

8.00 ASSIGNMENT PROCEDURE 

8.1 Notwithstanding Clause 2.02 of the Assignment Procedure, no provisions of the Assignment 
Procedure shall be construed so as to make the assignee responsible for any obligation or liability 
which had arisen or accrued prior to the Transfer Date (as defined in the Assignment Procedure). 

9.00 MISCELLANEOUS  

9.1 The headings of the Clauses of this Agreement are for reference only and shall not be used in 
interpreting any provision herein. 

9.2 The terms and conditions of this Agreement express and constitute the entire Agreement among 
the Parties with respect to the Joint Lands and the Title Documents, insofar as they pertain to the 
Joint Lands and supersedes any previous agreements (including the Original Agreement) or 
understandings with respect thereto. 

9.3 The Parties hereby acknowledge that this Agreement may not be terminated, amended, or otherwise 
modified without the prior written consent of the Royalty Owner, such consent not to be 
unreasonably withheld. 

 

{Remainder of the page intentionally left blank} 
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SCHEDULE “A” 

Attached to and forming a part of an Amended and Restated Farm-in and Participation Agreement dated 
the 19th day of June, 2020 between Viceroy Canadian Resources Corp. and Everest Canadian Resources 

Corp. 

See attached. 

 

 



EVEREST CANADIAN RESOURCES CORP. 

Mineral Property Report 

Generated by Administrator on June 10, 2020 at 4:32:15 pm .

Selection 

Admin Company: EVEREST CANADIAN RESOURCES CORP.
Category: 

Country: 

Province: 

Division: 

Area(s): 

Active / Inactive: Active 

Status Types: 

Lease Types: 

Acreage Status: 

Expiry Period: 

CS*EXPLORER Version: 8.00.19



EVEREST CANADIAN RESOURCES CORP. 

Mineral Property Report 

Print Options 

Acres / Hectares: Hectares
Working Interest DOI: Yes
Other DOI: No 

Related Contracts: Yes Related Units: Yes
Royalty Information: Yes Expand: No
Well Information: Yes
Remarks: No 

Acreage: Producing / Non Producing
Developed / Undeveloped
Proven / Unproven

Sort Options 

Division: No 

Category: No 

Province: No 

Area: No 

Location: Yes

CS*EXPLORER Version: 8.0019



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 1 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

M0299 OS CR Eff: May 31, 2007 6,912.000 C0208     A   Yes WI Area : HANGINGSTONE WEST
Sub: A WI  Exp: May 30, 2022 6,912.000 VICEROY 5.00000000 TWP 85 RGE 11 W4M 31 
ACTIVE 7407050715 Ext: INFOBUL 0.000 EVEREST 95.00000000 TWP 86 RGE 11 W4M 06, 07, 08, 

EVEREST Ext: May 31, 2025 18, 19 
100.00000000 EVEREST Total Rental:  24192.00 TWP 85 RGE 12 W4M 34, 35, 36 

TWP 86 RGE 12 W4M 01, 02, 03, 
Status Hectares HectaresNet Net 10, 11, 12, 13, 14, 15, 22, 23, 
NON PRODUCING Prod: 0.000 0.000 NProd: 6,912.000 0.000 24 
UNDEVELOPED Dev: 0.000 0.000 Undev: 6,912.000 0.000 TWP 86 RGE 12 W4M 25, 26, 27, 

Prov: 0.000 0.000 NProv: 0.000 0.000 34, 35, 36 

ALL OILSANDS BELOW TOP VIKING 
Royalty / Encumbrances TO BASE WOODBEND

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales ----------------- Related Contracts ----------------- 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD C0208 A JOA Jan 01, 2009
Roy Percent:

Deduction: STANDARD -------- Well U.W.I.    Status/Type -------- 

Gas: Royalty: Min Pay: Prod/Sales: 1AA/10-31-085-11-W4/00 DRLD & ABD/CO
S/S OIL: Min: Max: Div: Prod/Sales: 1AA/12-34-085-12-W4/00 DRLD & ABD/CO
Other Percent: Min: Prod/Sales: 1AA/10-35-085-12-W4/00 DRLD & ABD/CO

1AA/08-07-086-11-W4/00 DRLD & ABD/CO
1AA/11-18-086-11-W4/00 DRLD & ABD/CO
1AB/10-01-086-12-W4/00 DRLD & ABD/CO
1AA/12-01-086-12-W4/00 DRLD & ABD/CO
1AA/10-02-086-12-W4/00 DRLD & ABD/CO
1AA/16-02-086-12-W4/00 DRLD & ABD/CO
1AA/07-10-086-12-W4/00 DRLD & ABD/CO
1AB/03-11-086-12-W4/00 DRLD & ABD/CO
1AA/08-11-086-12-W4/00 DRLD & ABD/CO
1AA/09-11-086-12-W4/00 DRLD & ABD/CO
1AA/14-11-086-12-W4/00 DRLD & ABD/CO
1AA/12-14-086-12-W4/00 DRLD & ABD/CO
1AA/13-14-086-12-W4/00 DRLD & ABD/CO
1AA/09-15-086-12-W4/00 DRLD & ABD/CO
1AA/11-15-086-12-W4/00 DRLD & ABD/CO
1AA/10-22-086-12-W4/00 DRLD & ABD/CO
1AA/14-23-086-12-W4/00 DRLD & ABD/CO
1AA/12-24-086-12-W4/00 DRLD & ABD/CO
1AA/06-25-086-12-W4/00 DRLD & ABD/CO

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 2 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)

M0299 A 1AA/06-35-086-12-W4/00 DRLD & ABD/CO

M0300 OS CR Eff: May 31, 2007 5,120.000 C0208     A   Yes WI Area : HANGINGSTONE WEST
Sub: A WI  Exp: May 30, 2022 5,120.000 VICEROY 5.00000000 TWP 85 RGE 12 W4M 32, 33 
ACTIVE 7407050716 Ext: INFOBUL 0.000 EVEREST 95.00000000 TWP 86 RGE 12 W4M 04, 05, 06, 

EVEREST Ext: May 31, 2025 07, 08, 09, 16, 17, 18, 19, 20, 
100.00000000 EVEREST Total Rental:  17920.00 21 

TWP 86 RGE 12 W4M 28, 29, 30, 
Status Hectares HectaresNet Net 31, 32, 33 
NON PRODUCING Prod: 0.000 0.000 NProd: 5,120.000 0.000
UNDEVELOPED Dev: 0.000 0.000 Undev: 5,120.000 0.000 ALL OILSANDS BELOW TOP VIKING 

Prov: 0.000 0.000 NProv: 0.000 0.000 TO BASE WOODBEND

----------------- Related Contracts ----------------- 

Royalty / Encumbrances C0208 A JOA Jan 01, 2009

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales -------- Well U.W.I.    Status/Type -------- 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 1AA/11-33-085-12-W4/00 DRLD & ABD/CO
Roy Percent: 1AA/10-16-086-12-W4/00 DRLD & ABD/CO
Deduction: STANDARD 1AB/08-33-086-12-W4/00 DRLD & ABD/CO
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0298 OS CR Eff: May 17, 2007 4,864.000 C0208     A  Yes WI Area : HANGINGSTONE WEST
Sub: A WI  Exp: May 16, 2022 4,864.000 VICEROY 5.00000000 TWP 85 RGE 13 W4M 28, 29, 30, 
ACTIVE 7407050470 Ext: INFOBUL 0.000 EVEREST 95.00000000 31, 32, 33, 34 

EVEREST Ext: May 17, 2025 TWP 86 RGE 13 W4M 01, 02, 03, 
100.00000000 EVEREST Total Rental:  17024.00 04, 05, 06, 07, 08, 09, 10, 11, 

12 
Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 4,864.000 0.000 ALL OILSANDS BELOW TOP VIKING 
UNDEVELOPED Dev: 0.000 0.000 Undev: 4,864.000 0.000 TO BASE WOODBEND

Prov: 0.000 0.000 NProv: 0.000 0.000
----------------- Related Contracts ----------------- 

C0208 A JOA Jan 01, 2009
Royalty / Encumbrances

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 3 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)
Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
M0298 A Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0288 OS CR Eff: Mar 08, 2007 2,016.000 C0204     A   Yes WI Area : ANZAC 

Sub: A WI  Exp: Mar 07, 2022 2,016.000 VICEROY 5.00000000 TWP 87 RGE 5 W4M  N 18, 19, N 
ACTIVE 7407030047 Ext: INFOBUL 0.000 EVEREST 95.00000000

EVEREST Ext: Mar 08, 2025 TWP 87 RGE 5 W4M  29, 30, 31, 
100.00000000 EVEREST Total Rental:  7056.00 32, 33

ALL OILSANDS BELOW TOP VIKING 
Status Hectares HectaresNet Net TO BASE WOODBEND
NON PRODUCING Prod: 0.000 0.000 NProd: 2,016.000 0.000
UNDEVELOPED Dev: 0.000 0.000 Undev: 2,016.000 0.000 ----------------- Related Contracts ----------------- 

Prov: 0.000 0.000 NProv: 0.000 0.000 C0204 A JOA Jan 01, 2009

-------- Well U.W.I.    Status/Type -------- 

Royalty / Encumbrances 1AA/02-31-087-05-W4/00 DRLD & ABD/CO

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0287 OS CR Eff: Mar 08, 2007 720.000 C0204     A   Yes WI Area : ANZAC 

Sub: A WI  Exp: Mar 07, 2022 720.000 VICEROY 5.00000000 TWP 87 RGE 6 W4M SEC 1, 2, 3
ACTIVE 7407030048 Ext: INFOBUL 0.000 EVEREST 95.00000000 ALL OILSANDS BELOW TOP VIKING 

EVEREST Ext: Mar 08, 2025 TO BASE WOODBEND
100.00000000 EVEREST Total Rental:  2520.00

----------------- Related Contracts ----------------- 

CS*EXPLORER Version: 8.00.19
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Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 4 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)

M0287 
Sub: A Status Hectares HectaresNet Net C0204 A JOA Jan 01, 2009

NON PRODUCING Prod: 0.000 0.000 NProd: 720.000 0.000
UNDEVELOPED Dev: 0.000 0.000 Undev: 720.000 0.000 

Prov: 0.000 0.000 NProv: 0.000 0.000 

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0321 OS CR Eff: Mar 08, 2007 1,648.050 WI Area : ANZAC 

Sub: A WI  Exp: Mar 07, 2022 1,648.050 VICEROY 5.00000000 TWP 87 RGE 06 W4M 25, N & SE 
ACTIVE 7407030050 Ext: INFOBUL 0.000 EVEREST 95.00000000

EVEREST Ext: Mar 08, 2025
100.00000000 EVEREST Total Rental:  5768.18

ALL OILSANDS BELOW TOP VIKING 
Status Hectares HectaresNet Net TO BASE WOODBEND
NON PRODUCING Prod: 0.000 0.000 NProd: 1,648.050 0.000
UNDEVELOPED Dev: 0.000 0.000 Undev: 1,648.050 0.000

Prov: 0.000 0.000 NProv: 0.000 0.000 -------- Well U.W.I.    Status/Type -------- 

1AA/05-36-087-06-W4/00 DRLD & ABD/CO
1AA/16-36-087-06-W4/00 DRLD & ABD/CO

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min:

CS*EXPLORER Version: 8.00.19
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Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 5 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)
Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0322 OS CR Eff: Aug 09, 2007 512.000 WI Area : ANZAC 

Sub: A WI  Exp: Aug 08, 2022 512.000 VICEROY 5.00000000
ACTIVE 7407080265 Ext: INFOBUL 0.000 EVEREST 95.00000000

EVEREST Ext: Aug 09, 2025 ALL OILSANDS BELOW TOP VIKING 
100.00000000 EVEREST Total Rental:  1792.00 TO BASE WOODBEND

Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 512.000 0.000 

UNDEVELOPED Dev: 0.000 0.000 Undev: 512.000 0.000 

Prov: 0.000 0.000 NProv: 0.000 0.000 

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0319 OS CR Eff: Jul 26, 2007 1,216.000 WI Area : ANZAC 

Sub: A WI  Exp: Jul 25, 2022 1,216.000 VICEROY 5.00000000 TWP 88 RGE 05 W4M 03, 10, 15, 22 
ACTIVE 7407070550 Ext: INFOBUL 0.000 EVEREST 95.00000000 TWP 87 RGE 05 W4M N & SW 34 

EVEREST Ext: Jul 26, 2025
100.00000000 EVEREST Total Rental:  4256.00 ALL OILSANDS BELOW TOP VIKING 

TO BASE WOODBEND
Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 1,216.000 0.000
UNDEVELOPED Dev: 0.000 0.000 Undev: 1,216.000 0.000 

Prov: 0.000 0.000 NProv: 0.000 0.000 

Royalty / Encumbrances 

CS*EXPLORER Version: 8.00.19

TWP 88 RGE 05 W4M N & SW 02, 11, NW 12 



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 6 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)
Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
M0319 A Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0320 OS CR Eff: Mar 08, 2007 2,304.000 WI Area : ANZAC 

Sub: A WI  Exp: Mar 07, 2022 2,304.000 VICEROY 5.00000000 TWP 88 RGE 05 W4M 04, 05, 06, 
ACTIVE 7407030051 Ext: INFOBUL 0.000 EVEREST 95.00000000 07, 08, 09, 16, 17, 18 

EVEREST Ext: Mar 08, 2025
100.00000000 EVEREST Total Rental:  8064.00 ALL OILSANDS BELOW TOP VIKING 

TO BASE WOODBEND
Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 2,304.000 0.000
UNDEVELOPED Dev: 0.000 0.000 Undev: 2,304.000 0.000 -------- Well U.W.I.    Status/Type -------- 

Prov: 0.000 0.000 NProv: 0.000 0.000 1AA/06-04-088-05-W4/00 DRLD & ABD/CO
1AA/06-06-088-05-W4/00 DRLD & ABD/CO
1AA/16-16-088-05-W4/00 DRLD & ABD/CO

Royalty / Encumbrances 1AA/06-17-088-05-W4/00 DRLD & ABD/CO
1AA/16-17-088-05-W4/00 DRLD & ABD/CO

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 1AA/06-18-088-05-W4/00 DRLD & ABD/CO
CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 1AA/16-18-088-05-W4/00 DRLD & ABD/CO

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0323 OS CR Eff: Aug 09, 2007 1,024.000 WI Area : ANZAC 

Sub: A WI  Exp: Aug 08, 2022 1,024.000 VICEROY 5.00000000 TWP 88 RGE 05 W4M 13, 14, 23, 24 
ACTIVE 7407080266 Ext: INFOBUL 0.000 EVEREST 95.00000000

EVEREST Ext: Aug 09, 2025 ALL OILSANDS BELOW TOP VIKING 
100.00000000 EVEREST Total Rental:  3584.00 TO BASE WOODBEND

Status Hectares HectaresNet Net

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 7 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)

M0323 
Sub: A NON PRODUCING Prod: 0.000 0.000 NProd: 1,024.000 0.000 

UNDEVELOPED Dev: 0.000 0.000 Undev: 1,024.000 0.000 

Prov: 0.000 0.000 NProv: 0.000 0.000 

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0310 OS CR Eff: Jul 26, 2007 768.000 C0204     A  Yes WI Area : ANZAC 

Sub: A WI  Exp: Jul 25, 2022 768.000 VICEROY 5.00000000 TWP 88 RGE 05 W4M 19, 20 21 
ACTIVE 7407070551 Ext: INFOBUL 0.000 EVEREST 95.00000000

EVEREST Ext: Jul 26, 2025 ALL OILSANDS BELOW TOP VIKING 
100.00000000 EVEREST Total Rental:  2688.00 TO BASE WOODBEND

Status Hectares HectaresNet Net ----------------- Related Contracts ----------------- 

NON PRODUCING Prod: 0.000 0.000 NProd: 768.000 0.000 C0204 A JOA Jan 01, 2009
UNDEVELOPED Dev: 0.000 0.000 Undev: 768.000 0.000

Prov: 0.000 0.000 NProv: 0.000 0.000 -------- Well U.W.I.    Status/Type -------- 

1AA/09-19-088-05-W4/00 DRLD & ABD/CO
1AA/05-20-088-05-W4/00 DRLD & ABD/CO

Royalty / Encumbrances 1AA/03-21-088-05-W4/00 DRLD & ABD/CO

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 8 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)

M0311 OS CR Eff: Aug 09, 2007 512.000 C0204     A   Yes WI Area : ANZAC 

Sub: A WI  Exp: Aug 08, 2022 512.000 VICEROY 5.00000000 TWP 88 RGE 05 W4M 25, 26 
ACTIVE 7407080267 Ext: INFOBUL 0.000 EVEREST 95.00000000

EVEREST Ext: Aug 09, 2025 ALL OILSANDS BELOW TOP VIKING 
100.00000000 EVEREST Total Rental:  1792.00 TO BASE WOODBEND

Status Hectares HectaresNet Net ----------------- Related Contracts ----------------- 

NON PRODUCING Prod: 0.000 0.000 NProd: 512.000 0.000 C0204 A JOA Jan 01, 2009
UNDEVELOPED Dev: 0.000 0.000 Undev: 512.000 0.000

Prov: 0.000 0.000 NProv: 0.000 0.000 

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0314 OS CR Eff: Aug 09, 2007 256.000 C0204     A  Yes WI Area : ANZAC 

Sub: A WI  Exp: Aug 08, 2022 256.000 VICEROY 5.00000000 TWP 88 RGE 05 W4M 27 
ACTIVE 7407080268 Ext: INFOBUL 0.000 EVEREST 95.00000000

EVEREST Ext: Aug 09, 2025 ALL OILSANDS BELOW TOP VIKING 
100.00000000 EVEREST Total Rental:  896.00 TO BASE WOODBEND

Status Hectares HectaresNet Net ----------------- Related Contracts ----------------- 

NON PRODUCING Prod: 0.000 0.000 NProd: 256.000 0.000 C0204 A JOA Jan 01, 2009
UNDEVELOPED Dev: 0.000 0.000 Undev: 256.000 0.000 C0219 A P&S Oct 11, 2017 (I)

Prov: 0.000 0.000 NProv: 0.000 0.000

Royalty / Encumbrances 

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 9 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)
Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
M0314 A Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0313 OS CR Eff: Aug 09, 2007 768.000 C0204     A  Yes WI Area : ANZAC 

Sub: A WI  Exp: Aug 08, 2022 768.000 VICEROY 5.00000000 TWP 88 RGE 05 W4M 34, 35, 36 
ACTIVE 7407080269 Ext: INFOBUL 0.000 EVEREST 95.00000000

EVEREST Ext: Aug 09, 2025 ALL OILSANDS BELOW TOP VIKING 
100.00000000 EVEREST Total Rental:  2688.00 TO BASE WOODBEND

Status Hectares HectaresNet Net ----------------- Related Contracts ----------------- 

NON PRODUCING Prod: 0.000 0.000 NProd: 768.000 0.000 C0204 A JOA Jan 01, 2009
UNDEVELOPED Dev: 0.000 0.000 Undev: 768.000 0.000

Prov: 0.000 0.000 NProv: 0.000 0.000 

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0286 OS CR Eff: Mar 08, 2007 1,024.000 C0204     A   Yes WI Area : ANZAC 

Sub: A WI  Exp: Mar 07, 2022 1,024.000 VICEROY 5.00000000 TWP 88 RGE 6 W4M SEC 1, 2, 12, 
ACTIVE 7407030052 Ext: INFOBUL 0.000 EVEREST 95.00000000 13 

EVEREST Ext: Mar 08, 2025 ALL OILSANDS BELOW TOP VIKING 
100.00000000 EVEREST Total Rental:      3584.00 TO BASE WOODBEND

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 10 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)

M0286 
Sub: A Status Hectares HectaresNet Net ----------------- Related Contracts ----------------- 

NON PRODUCING Prod: 0.000 0.000 NProd: 1,024.000 0.000 C0204 A JOA Jan 01, 2009
UNDEVELOPED Dev: 0.000 0.000 Undev: 1,024.000 0.000

Prov: 0.000 0.000 NProv: 0.000 0.000 -------- Well U.W.I.    Status/Type -------- 

1AA/02-01-088-06-W4/00 DRLD & ABD/CO
1AA/12-01-088-06-W4/00 DRLD & ABD/CO

Royalty / Encumbrances 1AA/02-12-088-06-W4/00 DRLD & ABD/CO

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0305 OS CR Eff: Jul 12, 2007 527.970 C0204     A  Yes WI Area : ANZAC 

Sub: A WI  Exp: Jul 11, 2022 527.970 VICEROY 5.00000000
ACTIVE 7407070266 Ext: INFOBUL 0.000 EVEREST 95.00000000

EVEREST Ext: Jul 12, 2025 ALL OILSANDS BELOW TOP VIKING 
100.00000000 EVEREST Total Rental:  1847.90 TO BASE WOODBEND

Status Hectares HectaresNet Net ----------------- Related Contracts ----------------- 

NON PRODUCING Prod: 0.000 0.000 NProd: 527.970 0.000 C0204 A JOA Jan 01, 2009
UNDEVELOPED Dev: 0.000 0.000 Undev: 527.970 0.000

Prov: 0.000 0.000 NProv: 0.000 0.000 

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min:

CS*EXPLORER Version: 8.00.19

TWP 88 RGE 06 W4M NE 05, L8, W 06, L2, L7, L10, 07, L4, L9
L15, L16, N & SE 08, L6 



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 11 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)
Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0309 OS CR Eff: Jul 12, 2007 768.000 C0204     A   Yes WI Area : ANZAC 

Sub: A WI  Exp: Jul 11, 2022 768.000 VICEROY 5.00000000 TWP 88 RGE 06 W4M 22, 23, 24 
ACTIVE 7407070267 Ext: INFOBUL 0.000 EVEREST 95.00000000

EVEREST Ext: Jul 12, 2025 ALL OILSANDS BELOW TOP VIKING 
100.00000000 EVEREST Total Rental:  2688.00 TO BASE WOODBEND

Status Hectares HectaresNet Net ----------------- Related Contracts ----------------- 

NON PRODUCING Prod: 0.000 0.000 NProd: 768.000 0.000 C0204 A JOA Jan 01, 2009
UNDEVELOPED Dev: 0.000 0.000 Undev: 768.000 0.000

Prov: 0.000 0.000 NProv: 0.000 0.000 -------- Well U.W.I.    Status/Type -------- 

1AA/01-23-088-06-W4/00 DRLD & ABD/CO

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0316 OS CR Eff: Sep 20, 2007 160.000 C0204     A  Yes WI Area : ANZAC 

Sub: A WI  Exp: Sep 19, 2022 160.000 VICEROY 5.00000000
ACTIVE 7407090381 Ext: INFOBUL 0.000 EVEREST 95.00000000

EVEREST Ext: Sep 20, 2025 ALL OILSANDS BELOW TOP VIKING 
100.00000000 EVEREST Total Rental:  560.00 TO BASE WOODBEND

Status Hectares HectaresNet Net ----------------- Related Contracts ----------------- 

NON PRODUCING Prod: 0.000 0.000 NProd: 160.000 0.000 C0204 A JOA Jan 01, 2009
UNDEVELOPED Dev: 0.000 0.000 Undev: 160.000 0.000

Prov: 0.000 0.000 NProv: 0.000 0.000 

CS*EXPLORER Version: 8.00.19

TWP 88 RGE 07 W4M S 12, L11, L12 



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 12 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)

M0316 A 
Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0315 OS CR Eff: Sep 20, 2007 256.000 C0204     A  Yes WI Area : ANZAC 

Sub: A WI  Exp: Sep 19, 2022 256.000 VICEROY 5.00000000 TWP 88 RGE 07 W4M 24 
ACTIVE 7407090383 Ext: INFOBUL 0.000 EVEREST 95.00000000

EVEREST Ext: Sep 20, 2025 ALL OILSANDS BELOW TOP VIKING 
100.00000000 EVEREST Total Rental:  896.00 TO BASE WOODBEND

Status Hectares HectaresNet Net ----------------- Related Contracts ----------------- 

NON PRODUCING Prod: 0.000 0.000 NProd: 256.000 0.000 C0204 A JOA Jan 01, 2009
UNDEVELOPED Dev: 0.000 0.000 Undev: 256.000 0.000 C0219 A P&S Oct 11, 2017 (I)

Prov: 0.000 0.000 NProv: 0.000 0.000

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0303 OS CR Eff: Jul 12, 2007 768.000 WI Area : MCKAY RIVER 

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 13 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)

M0303 
Sub: A WI  Exp: Jul 11, 2022 768.000 VICEROY 5.00000000 TWP 89 RGE 13 W4M 23, 26, 27 
ACTIVE 7407070282 Ext: INFOBUL 0.000 EVEREST 95.00000000

EVEREST Ext: Jul 12, 2025 ALL OILSANDS BELOW TOP VIKING 
100.00000000 EVEREST Total Rental:  2688.00 TO BASE WOODBEND

Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 768.000 0.000 

UNDEVELOPED Dev: 0.000 0.000 Undev: 768.000 0.000 

Prov: 0.000 0.000 NProv: 0.000 0.000 

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0290 OS CR Eff: May 03, 2007 1,280.000 WI Area : MCKAY RIVER 

Sub: A WI  Exp: May 02, 2022 1,280.000 VICEROY 5.00000000 TWP 89 RGE 14 W4M  31 
ACTIVE 7407050211 Ext: INFOBUL 0.000 EVEREST 95.00000000 TWP 89 RGE 15 W4M 33, 34, 35, 

EVEREST Ext: May 03, 2025 36 

100.00000000 EVEREST Total Rental:  4480.00 ALL OILSANDS BELOW TOP VIKING 
TO BASE WOODBEND

Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 1,280.000 0.000
UNDEVELOPED Dev: 0.000 0.000 Undev: 1,280.000 0.000 -------- Well U.W.I.    Status/Type -------- 

Prov: 0.000 0.000 NProv: 0.000 0.000 1AA/10-31-089-14-W4/00 DRLD & ABD/CO
1AB/05-34-089-15-W4/00 DRLD & ABD/CO

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 14 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)
CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
M0290 A Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0296 OS CR Eff: May 03, 2007 1,792.000 WI Area : MCKAY RIVER 

Sub: A WI  Exp: May 02, 2022 1,792.000 VICEROY 5.00000000 TWP 90 RGE 13 W4M 15, 21, 22, 
ACTIVE 7407050213 Ext: INFOBUL 0.000 EVEREST 95.00000000 27, 28, 33, 34 

EVEREST Ext: May 03, 2025
100.00000000 EVEREST Total Rental:  6272.00 ALL OILSANDS BELOW TOP VIKING 

TO BASE WOODBEND
Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 1,792.000 0.000
UNDEVELOPED Dev: 0.000 0.000 Undev: 1,792.000 0.000 -------- Well U.W.I.    Status/Type -------- 

Prov: 0.000 0.000 NProv: 0.000 0.000 1AA/09-33-090-13-W4/00 DRLD & ABD/CO

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0297 OS CR Eff: May 03, 2007 1,024.000 WI Area : MCKAY RIVER 

Sub: A WI  Exp: May 02, 2022 1,024.000 VICEROY 5.00000000 TWP 90 RGE 14 W4M 06, 07, 18 
ACTIVE 7407050214 Ext: INFOBUL 0.000 EVEREST 95.00000000 TWP 90 RGE 15 W4M 13 

EVEREST Ext: May 03, 2025
100.00000000 EVEREST Total Rental:      3584.00 ALL OILSANDS BELOW TOP VIKING 

TO BASE WOODBEND
Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 1,024.000 0.000

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 15 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)

M0297 
Sub: A UNDEVELOPED Dev: 0.000 0.000 Undev: 1,024.000 0.000 -------- Well U.W.I.    Status/Type -------- 

Prov: 0.000 0.000 NProv: 0.000 0.000 1AA/06-07-090-14-W4/00 DRLD & ABD/CO
1AA/09-07-090-14-W4/00 DRLD & ABD/CO
1AA/14-07-090-14-W4/00 DRLD & ABD/CO

Royalty / Encumbrances 1AA/01-18-090-14-W4/00 DRLD & ABD/CO
1AA/06-18-090-14-W4/00 DRLD & ABD/CO

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 1AA/09-18-090-14-W4/00 DRLD & ABD/CO
CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 1AA/11-18-090-14-W4/00 DRLD & ABD/CO

Roy Percent: 1AA/05-13-090-15-W4/00 DRLD & ABD/CO
Deduction: STANDARD 1AA/06-13-090-15-W4/00 DRLD & ABD/CO
Gas: Royalty: Min Pay: Prod/Sales: 1AA/09-13-090-15-W4/00 DRLD & ABD/CO
S/S OIL: Min: Max: Div: Prod/Sales: 1AA/11-13-090-15-W4/00 DRLD & ABD/CO
Other Percent: Min: Prod/Sales: 

M0295 OS CR Eff: May 03, 2007 1,280.000 WI Area : MCKAY RIVER 

Sub: A WI  Exp: May 02, 2022 1,280.000 VICEROY 5.00000000 TWP 90 RGE 15 W4M 01, 02, 11, 
ACTIVE 7407050215 Ext: INFOBUL 0.000 EVEREST 95.00000000 12, 14 

EVEREST Ext: May 03, 2025
100.00000000 EVEREST Total Rental:  4480.00 ALL OILSANDS BELOW TOP VIKING 

TO BASE WOODBEND
Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 1,280.000 0.000
UNDEVELOPED Dev: 0.000 0.000 Undev: 1,280.000 0.000 -------- Well U.W.I.    Status/Type -------- 

Prov: 0.000 0.000 NProv: 0.000 0.000 1AA/06-12-090-15-W4/00 DRLD & ABD/CO
1AA/16-12-090-15-W4/00 DRLD & ABD/CO
1AA/07-14-090-15-W4/00 DRLD & ABD/CO

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 16 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

M0291 OS CR Eff: May 03, 2007 1,024.000 WI Area : MCKAY RIVER 

Sub: A WI  Exp: May 02, 2022 1,024.000 VICEROY 5.00000000 TWP 90 RGE 15 W4M  03, 04, 10, 
ACTIVE 7407050216 Ext: INFOBUL 0.000 EVEREST 95.00000000 15 

EVEREST Ext: May 03, 2025
100.00000000 EVEREST Total Rental:  3584.00 ALL OILSANDS BELOW TOP VIKING 

TO BASE WOODBEND
Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 1,024.000 0.000
UNDEVELOPED Dev: 0.000 0.000 Undev: 1,024.000 0.000 

Prov: 0.000 0.000 NProv: 0.000 0.000 

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0292 OS CR Eff: May 03, 2007 1,280.000 WI Area : MCKAY RIVER 

Sub: A WI  Exp: May 02, 2022 1,280.000 VICEROY 5.00000000 TWP 91 RGE 13 W4M  03, 04, 05, 
ACTIVE 7407050220 Ext: INFOBUL 0.000 EVEREST 95.00000000 08, 09 

EVEREST Ext: May 03, 2025
100.00000000 EVEREST Total Rental:  4480.00 ALL OILSANDS BELOW TOP VIKING 

TO BASE WOODBEND
Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 1,280.000 0.000
UNDEVELOPED Dev: 0.000 0.000 Undev: 1,280.000 0.000 -------- Well U.W.I.    Status/Type -------- 

Prov: 0.000 0.000 NProv: 0.000 0.000 1AA/10-03-091-13-W4/00 DRLD & ABD/CO
1AA/08-04-091-13-W4/00 DRLD & ABD/CO
1AA/03-09-091-13-W4/00 DRLD & ABD/CO

Royalty / Encumbrances 1AA/12-09-091-13-W4/00 DRLD & ABD/CO

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 17 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)
Roy Percent:

Deduction: STANDARD
M0292 A Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0302 OS CR Eff: Jul 12, 2007 768.000 WI Area : MCKAY RIVER 

Sub: A WI  Exp: Jul 11, 2022 768.000 VICEROY 5.00000000 TWP 91 RGE 13 W4M 06, 07 
ACTIVE 7407070292 Ext: INFOBUL 0.000 EVEREST 95.00000000 TWP 91 RGE 14 W4M 12

EVEREST Ext: Jul 12, 2025 ALL OILSANDS BELOW TOP VIKING 
100.00000000 EVEREST Total Rental:  2688.00 TO BASE WOODBEND

Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 768.000 0.000 

UNDEVELOPED Dev: 0.000 0.000 Undev: 768.000 0.000 

Prov: 0.000 0.000 NProv: 0.000 0.000 

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0293 OS CR Eff: May 03, 2007 1,536.000 WI Area : MCKAY RIVER 

Sub: A WI  Exp: May 02, 2022 1,536.000 VICEROY 5.00000000 TWP 91 RGE 13 W4M  18, 19, 20, 
ACTIVE 7407050221 Ext: INFOBUL 0.000 EVEREST 95.00000000 30 

EVEREST Ext: May 03, 2025 TWP 91 RGE 14 W4M 13, 24 
100.00000000 EVEREST Total Rental:  5376.00

ALL OILSANDS BELOW TOP VIKING 
Status Hectares HectaresNet Net TO BASE WOODBEND
NON PRODUCING Prod: 0.000 0.000 NProd: 1,536.000 0.000
UNDEVELOPED Dev: 0.000 0.000 Undev: 1,536.000 0.000

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 18 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)

M0293 
Sub: A Prov: 0.000 0.000 NProv: 0.000 0.000 -------- Well U.W.I.    Status/Type -------- 

1AA/07-20-091-13-W4/00 DRLD & ABD/CO
1AA/09-24-091-14-W4/00 DRLD & ABD/CO

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0289 OS CR Eff: Mar 22, 2007 2,176.000 WI Area : MCKAY RIVER 

Sub: A WI  Exp: Mar 21, 2022 2,176.000 VICEROY 5.00000000
ACTIVE 7407030888 Ext: INFOBUL 0.000 EVEREST 95.00000000 15, 16, 17, 18 

EVEREST Ext: Mar 22, 2025 TWP 91 RGE 15 W4M E 12
100.00000000 EVEREST Total Rental:  7616.00 ALL OILSANDS BELOW TOP VIKING 

TO BASE WOODBEND
Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 2,176.000 0.000
DEVELOPED Dev: 2,176.000 0.000 Undev: 0.000 0.000 -------- Well U.W.I.    Status/Type -------- 

Prov: 0.000 0.000 NProv: 0.000 0.000 1AA/09-13-086-12-W4/00 DRLD & ABD/CO
1AA/04-14-086-12-W4/00 DRLD & ABD/CO
1AA/01-07-091-14-W4/00 DRLD & ABD/CO

Royalty / Encumbrances 1AA/04-07-091-14-W4/00 DRLD & ABD/CO
1AA/05-07-091-14-W4/00 DRLD & ABD/CO

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 1AA/07-07-091-14-W4/00 DRLD & ABD/CO
CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 1AA/08-07-091-14-W4/00 DRLD & ABD/CO

Roy Percent: 1AA/10-07-091-14-W4/00 DRLD & ABD/CO
Deduction: STANDARD 1AA/11-07-091-14-W4/00 DRLD & ABD/CO
Gas: Royalty: Min Pay: Prod/Sales: 1AB/12-07-091-14-W4/00 DRLD & ABD/CO
S/S OIL: Min: Max: Div: Prod/Sales: 1AA/14-07-091-14-W4/00 DRLD & ABD/CO
Other Percent: Min: Prod/Sales: 1AA/15-07-091-14-W4/00 DRLD & ABD/CO

1AA/01-08-091-14-W4/00 DRLD & ABD/CO
1AA/06-08-091-14-W4/00 DRLD & ABD/CO

CS*EXPLORER Version: 8.00.19

TWP 91 RGE 14 W4M SEC 7, 8, 9, 10, 



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 19 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)

M0289 A 1AA/08-08-091-14-W4/00 DRLD & ABD/CO
1AA/10-08-091-14-W4/00 DRLD & ABD/CO
1AA/13-08-091-14-W4/00 DRLD & ABD/CO
1AA/14-08-091-14-W4/00 DRLD & ABD/CO
1AA/16-08-091-14-W4/00 DRLD & ABD/CO
1AA/01-09-091-14-W4/00 RECLAIMED/COR 

1AA/02-09-091-14-W4/00 RECLAIMED/COR 

1AA/03-09-091-14-W4/00 DRLD & ABD/CO
1AA/04-09-091-14-W4/00 DRLD & ABD/CO
1AA/05-09-091-14-W4/00 DRLD & ABD/CO
1AA/06-09-091-14-W4/00 DRLD & ABD/CO
1AA/07-09-091-14-W4/00 DRLD & ABD/CO
1AA/08-09-091-14-W4/00 DRLD & ABD/CO
1AA/09-09-091-14-W4/00 DRLD & ABD/CO
1AA/10-09-091-14-W4/00 DRLD & ABD/CO
1AA/11-09-091-14-W4/00 DRLD & ABD/CO
1AA/13-09-091-14-W4/00 DRLD & ABD/CO
1AA/14-09-091-14-W4/00 DRLD & ABD/CO
1AA/15-09-091-14-W4/00 DRLD & ABD/CO
1AA/16-09-091-14-W4/00 DRLD & ABD/CO
1AA/05-10-091-14-W4/00 DRLD & ABD/CO
1AA/08-10-091-14-W4/00 DRLD & ABD/CO
1AA/13-10-091-14-W4/00 RECLAIMED/COR 

1AA/01-16-091-14-W4/00 D&A/COREHOLE
1AA/03-16-091-14-W4/00 DRLD & ABD/CO
1AA/04-16-091-14-W4/00 DRLD & ABD/CO
1AA/05-16-091-14-W4/00 DRLD & ABD/CO
1AA/06-16-091-14-W4/00 DRLD & ABD/CO
1AA/08-16-091-14-W4/00 DRLD & ABD/CO
1AA/10-16-091-14-W4/00 DRLD & ABD/CO
1AA/11-16-091-14-W4/00 DRLD & ABD/CO
1AA/12-16-091-14-W4/00 DRLD & ABD/CO
1AA/13-16-091-14-W4/00 RECLAIMED/COR 

1AA/15-16-091-14-W4/00 DRLD & ABD/CO
1AA/16-16-091-14-W4/00 RECLAIMED/COR 

1AA/01-17-091-14-W4/00 DRLD & ABD/CO
1AA/03-17-091-14-W4/00 DRLD & ABD/CO
1AB/04-17-091-14-W4/00 ABA/OIL 

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 20 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)

M0289 A 1AA/04-17-091-14-W4/00 DRLD & ABD/CO
1AA/05-17-091-14-W4/00 DRLD & ABD/CO
1AB/05-17-091-14-W4/00 ABA/OIL 

1AA/06-17-091-14-W4/00 DRLD & ABD/CO
1AA/10-17-091-14-W4/00 DRLD & ABD/CO
1AA/12-17-091-14-W4/00 DRLD & ABD/CO
1AA/13-17-091-14-W4/00 DRLD & ABD/CO
1AA/14-17-091-14-W4/00 DRLD & ABD/CO
1AA/01-18-091-14-W4/00 DRLD & ABD/CO
1AB/01-18-091-14-W4/00 D&C/OIL 

100/02-18-091-14-W4/00 D&C/UNKNOWN 

1AA/02-18-091-14-W4/00 DRLD & ABD/CO
1AA/03-18-091-14-W4/00 DRLD & ABD/CO
1AA/04-18-091-14-W4/00 DRLD & ABD/CO
100/04-18-091-14-W4/00 D&C/UNKNOWN 

100/05-18-091-14-W4/00 D&C/UNKNOWN 

1AA/05-18-091-14-W4/00 DRLD & ABD/CO
1AA/06-18-091-14-W4/00 DRLD & ABD/CO
100/07-18-091-14-W4/00 D&C/OBS
1AA/08-18-091-14-W4/00 DRLD & ABD/CO
1AA/09-18-091-14-W4/00 DRLD & ABD/CO
110/10-18-091-14-W4/00 D&C/UNKNOWN 

109/10-18-091-14-W4/00 D&C/UNKNOWN 

107/10-18-091-14-W4/00 D&C/UNKNOWN 

105/10-18-091-14-W4/00 D&C/UNKNOWN 

1AA/10-18-091-14-W4/00 DRLD & ABD/CO
103/10-18-091-14-W4/00 D&C/UNKNOWN 

102/10-18-091-14-W4/00 D&C/UNKNOWN 

100/10-18-091-14-W4/00 D&C/UNKNOWN 

111/10-18-091-14-W4/00 LOC/OBS
106/10-18-091-14-W4/00 D&C/UNKNOWN 

104/10-18-091-14-W4/00 D&C/UNKNOWN 

108/10-18-091-14-W4/00 D&C/UNKNOWN 

105/11-18-091-14-W4/00 D&C/UNKNOWN 

103/11-18-091-14-W4/00 DRLD & ABD/UN 

102/11-18-091-14-W4/00 D&C/UNKNOWN 

100/11-18-091-14-W4/00 D&C/UNKNOWN 

104/11-18-091-14-W4/00 D&C/UNKNOWN 

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 21 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)

M0289 A 108/11-18-091-14-W4/00 D&C/UNKNOWN 

107/11-18-091-14-W4/00 D&C/UNKNOWN 

106/11-18-091-14-W4/00 D&C/UNKNOWN 

109/12-18-091-14-W4/00 D&C/UNKNOWN 

108/12-18-091-14-W4/00 D&C/UNKNOWN 

107/12-18-091-14-W4/00 D&C/UNKNOWN 

106/12-18-091-14-W4/00 D&C/UNKNOWN 

105/12-18-091-14-W4/00 D&C/UNKNOWN 

104/12-18-091-14-W4/00 D&C/UNKNOWN 

103/12-18-091-14-W4/00 D&C/UNKNOWN 

102/12-18-091-14-W4/00 D&C/UNKNOWN 

100/12-18-091-14-W4/00 D&C/UNKNOWN 

1AA/13-18-091-14-W4/00 DRLD & ABD/CO
1AA/14-18-091-14-W4/00 DRLD & ABD/CO
100/16-18-091-14-W4/00 LOC/OBS
1AA/16-18-091-14-W4/00 DRLD & ABD/CO
1AA/15-18-091-14-W4/00 DRLD & ABD/CO
1AA/02-12-091-15-W4/00 DRLD & ABD/CO
1AA/06-12-091-15-W4/00 DRLD & ABD/CO
1AA/08-12-091-15-W4/00 DRLD & ABD/CO
1AA/09-12-091-15-W4/00 DRLD & ABD/CO
1AA/10-12-091-15-W4/00 DRLD & ABD/CO
1AA/16-12-091-15-W4/00 DRLD & ABD/CO
1AA/13-07-091-14-W4/00 DRLD & ABD/CO
1AA/02-16-091-14-W4/00 DRLD & ABD/CO
1AA/11-18-091-14-W4/00 DRLD & ABD/CO

M0312 OS CR Eff: Aug 09, 2007 512.000 WI Area : MCKAY RIVER 

Sub: A WI  Exp: Aug 08, 2022 512.000 VICEROY 5.00000000 TWP 91 RGE 14 W4M 21, 22 
ACTIVE 7407080270 Ext: INFOBUL 0.000 EVEREST 95.00000000

EVEREST Ext: Aug 09, 2025 ALL OILSANDS BELOW TOP VIKING 
100.00000000 EVEREST Total Rental:  1792.00 TO BASE WOODBEND

Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 512.000 0.000 -------- Well U.W.I.    Status/Type -------- 

UNDEVELOPED Dev: 0.000 0.000 Undev: 512.000 0.000 1AA/04-21-091-14-W4/00 DRLD & ABD/CO
Prov: 0.000 0.000 NProv: 0.000 0.000 1AA/11-21-091-14-W4/00 DRLD & ABD/CO

1AA/13-21-091-14-W4/00 DRLD & ABD/CO

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 22 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)

M0312 A 1AA/16-21-091-14-W4/00 DRLD & ABD/CO
Royalty / Encumbrances 1AA/05-22-091-14-W4/00 ABA/OIL 

1AA/10-22-091-14-W4/00 ABA/OIL 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0294 OS CR Eff: May 03, 2007 1,536.000 WI Area : MCKAY RIVER 

Sub: A WI  Exp: May 02, 2022 1,536.000 VICEROY 5.00000000 TWP 91 RGE 14 W4M 25, 26, 27, 
ACTIVE 7407050222 Ext: INFOBUL 0.000 EVEREST 95.00000000 34, 35, 36 

EVEREST Ext: May 03, 2025
100.00000000 EVEREST Total Rental:  5376.00 ALL OILSANDS BELOW TOP VIKING 

TO BASE WOODBEND
Status Hectares HectaresNet Net

NON PRODUCING Prod: 0.000 0.000 NProd: 1,536.000 0.000
UNDEVELOPED Dev: 0.000 0.000 Undev: 1,536.000 0.000 -------- Well U.W.I.    Status/Type -------- 

Prov: 0.000 0.000 NProv: 0.000 0.000 1AA/01-27-091-14-W4/00 ABA/COREHOLE
1AA/05-27-091-14-W4/00 DRLD & ABD/CO
1AA/13-27-091-14-W4/00 ABA/COREHOLE

Royalty / Encumbrances 1AA/16-27-091-14-W4/00 ABA/COREHOLE
1AA/05-34-091-14-W4/00 ABA/OIL 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 1AA/13-34-091-14-W4/00 ABA/OIL 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 1AA/09-35-091-14-W4/00 ABA/OIL 

Roy Percent: 1AA/12-35-091-14-W4/00 ABA/OIL 

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

M0289 OS CR Eff: Mar 22, 2007 128.000 WI Area : MCKAY RIVER 

Sub: B WI  Exp: Mar 21, 2022 128.000 VICEROY 5.00000000 TWP 91 RGE 15 W4M W 12
ACTIVE 7407030888 Ext: INFOBUL 0.000 EVEREST 95.00000000 ALL OILSANDS BELOW TOP VIKING 

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 23 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

(cont'd)

M0289 
Sub: B EVEREST Ext: Mar 22, 2025 TO BASE WOODBEND

100.00000000 EVEREST Total Rental:  448.00

Status Hectares HectaresNet Net 

NON PRODUCING Prod: 0.000 0.000 NProd: 128.000 0.000 

UNDEVELOPED Dev: 0.000 0.000 Undev: 128.000 0.000 

Prov: 0.000 0.000 NProv: 0.000 0.000 

Royalty / Encumbrances 

Royalty Type Product Type Sliding Scale Convertible % of Prod/Sales 

CROWN SLIDING SCALE ROYALTY ALL PRODUCTS Y N 100.00000000 % of PROD 

Roy Percent:

Deduction: STANDARD
Gas: Royalty: Min Pay: Prod/Sales: 

S/S OIL: Min: Max: Div: Prod/Sales: 

Other Percent: Min: Prod/Sales: 

CS*EXPLORER Version: 8.00.19



Report Date: Jun 10, 2020 EVEREST CANADIAN RESOURCES CORP. 
Page Number: 24 Mineral Property Report 

**REPORTED IN HECTARES**

File Number Lse Type   Lessor Type Exposure Oper.Cont.  ROFR DOI Code 

File Status Int Type / Lse No/Name Gross 

Mineral Int Operator / Payor Net Doi Partner(s) * * Lease Description / Rights Held 

Report Total: Total Gross: 46,480.020 Total Net: 0.000 

Prod Gross: 0.000 Prod Net: 0.000 NProd Gross: 46,480.020 NProd Net: 0.000 

Dev Gross: 2,176.000 Dev Net: 0.000 Undev Gross : 44,304.020 Undev Net : 0.000 

Prov Gross: 0.000 Prov Net: 0.000 NProv Gross: 0.000 NProv Net: 0.000 

** End of Report **

CS*EXPLORER Version: 8.00.19



Property Plant and Equipment
Item

-

- Six existing SAGD well pairs In the McMurray Formation
- One horizontal Wabiskaw observation well on Pad 1
- STP's interest in undeveloped acreage, including Anzac, Hangingstone, and South McKay

property  
- STP's interest in all subsurface data
- Road Use- 33% participating interest in the McKay-West road
- Road Use- 14% participating interest in West Service road
- Rolling stock, including vehicles and bobcat
- All inventory stored on site at the McKay Facility
- Books, records and operational data
- Core samples

Well Licences

Licence No. Surface Location

W 0416027 07-18-091-14W4
W 0426195 02-18-091-14W4
W 0427191 04-18-091-14W4
W 0427192 05-18-091-14W4
W 0427193 10-18-091-14W4
W 0427194 12-18-091-14W4
W 0431566 15-07-091-14W4
W 0431567 15-07-091-14W4
W 0431568 15-07-091-14W4
W 0431569 15-07-091-14W4
W 0431570 15-07-091-14W4
W 0431571 15-07-091-14W4
W 0431593 14-07-091-14W4
W 0431594 13-07-091-14W4
W 0431595 13-07-091-14W4
W 0431596 13-07-091-14W4
W 0431597 13-07-091-14W4
W 0431598 13-07-091-14W4
W 0431601 14-07-091-14W4
W 0431602 13-07-091-14W4
W 0431603 13-07-091-14W4
W 0431604 13-07-091-14W4
W 0431605 13-07-091-14W4
W 0431606 13-07-091-14W4
W 0431632 15-07-091-14W4
W 0431633 15-07-091-14W4
W 0431634 15-07-091-14W4
W 0431635 15-07-091-14W4
W 0431636 15-07-091-14W4
W 0431637 15-07-091-14W4
W 0433876 15-07-091-14W4
W 0454464 10-18-091-14W4
W 0455181 16-18-091-14W4

 Wells, Pipelines, Facilities

The McKay Facility, an oil processing facility with capacity to process 12,000 bbl/day of oil 
and 37,400 bbl/day steam, including water treatment plant, oil processing and treatment 
facilities, glycol heating and cooling systems, three 5MW Taurus 60 gas turbine generators, 
three heat recovery steam generation units (HRSG), high capacity boilers, distillation 
systems and Evap towers, softwater system, office building with control centre, warm and 
cold warehouses, tank farm, truck loading/unloading stations, well pads and modular 
buildings, testing group separators and water source wells, high grade access and gas tie 



Pipeline Licences

Licence Number From Location To Location Line Number

P 52898 08-08-091-14W4 09-07-091-14W4 1
P 52898 16-08-091-14W4 16-08-091-14W4 2
P 52925 14-28-090-13W4 09-07-091-14W4 1
P 53200 10-07-091-14W4 15-07-091-14W4 2
P 53200 09-07-091-14W4 14-07-091-14W4 1
P 53375 10-07-091-14W4 15-07-091-14W4 1
P 53375 10-07-091-14W4 14-07-091-14W4 2
P 53380 09-07-091-14W4 10-07-091-14W4 1
P 53455 15-07-091-14W4 10-07-091-14W4 1
P 53455 14-07-091-14W4 10-07-091-14W4 2
P 53456 10-07-091-14W4 09-07-091-14W4 1
P 53456 15-07-091-14W4 10-07-091-14W4 1
P 53457 14-07-091-14W4 10-07-091-14W4 2
P 53457 10-07-091-14W4 09-07-091-14W4 3

Facility Licences

Licence No. Surface Location

42660 00/10-07-091-14W4
42685 00/15-07-091-14W4
42686 00/14-07-091-14W4

List of Abandoned, Not Reclaimed Licences

Licence No. Surface Location

W 0389811 09-33-090-13W4
W 0389813 06-07-090-14W4
W 0389814 06-18-090-14W4
W 0389818 11-13-090-15W4
W 0389820 10-03-091-13W4
W 0389821 08-04-091-13W4
W 0389822 03-09-091-13W4
W 0389823 12-09-091-13W4
W 0389824 07-20-091-13W4
W 0389825 07-07-091-14W4
W 0389826 13-07-091-14W4
W 0389827 15-07-091-14W4
W 0389828 06-08-091-14W4
W 0389829 08-08-091-14W4
W 0389830 16-08-091-14W4
W 0389831 06-16-091-14W4
W 0389832 04-17-091-14W4
W 0389833 05-18-091-14W4
W 0389834 09-18-091-14W4
W 0389835 09-24-091-14W4
W 0389836 06-12-091-15W4
W 0390651 16-36-087-06W4
W 0390653 16-16-088-05W4
W 0390654 06-17-088-05W4
W 0390655 16-17-088-05W4
W 0390656 06-18-088-05W4
W 0390657 16-18-088-05W4
W 0391044 03-21-088-05W4
W 0391047 02-01-088-06W4



Licence No. Surface Location

W 0391049 12-01-088-06W4
W 0391051 02-12-088-06W4
W 0391054 01-23-088-06W4
W 0391078 02-31-087-05W4
W 0391083 09-19-088-05W4
W 0391084 05-20-088-05W4
W 0391270 06-04-088-05W4
W 0391272 06-06-088-05W4
W 0391769 11-33-085-12W4
W 0391770 11-18-086-11W4
W 0391771 12-34-085-12W4
W 0391775 10-16-086-12W4
W 0391787 06-35-086-12W4
W 0391789 10-31-085-11W4
W 0391790 10-35-085-12W4
W 0391791 08-07-086-11W4
W 0391793 12-01-086-12W4
W 0391859 10-02-086-12W4
W 0391861 07-10-086-12W4
W 0391862 12-14-086-12W4
W 0391866 10-22-086-12W4
W 0391867 14-23-086-12W4
W 0391869 12-24-086-12W4
W 0391870 06-25-086-12W4
W 0391871 09-13-086-12W4
W 0392051 08-11-086-12W4
W 0392830 06-17-091-14W4
W 0393502 02-18-091-14W4
W 0393503 15-18-091-14W4
W 0393504 11-18-091-14W4
W 0393505 13-08-091-14W4
W 0393506 11-16-091-14W4
W 0393507 10-07-091-14W4
W 0393508 08-07-091-14W4
W 0394342 07-09-091-14W4
W 0394343 05-13-090-15W4
W 0394344 06-13-090-15W4
W 0394345 14-07-090-14W4
W 0405573 14-07-091-14W4
W 0405574 04-09-091-14W4
W 0405575 13-09-091-14W4
W 0405576 15-09-091-14W4
W 0405577 05-10-091-14W4
W 0405578 05-16-091-14W4
W 0405579 08-16-091-14W4
W 0405580 15-16-091-14W4
W 0405581 05-17-091-14W4
W 0405582 10-17-091-14W4
W 0405583 12-17-091-14W4
W 0405584 13-17-091-14W4
W 0405585 01-18-091-14W4
W 0405586 03-18-091-14W4
W 0405587 06-18-091-14W4
W 0405588 08-18-091-14W4



Licence No. Surface Location

W 0405589 10-18-091-14W4
W 0405590 13-18-091-14W4
W 0408140 04-18-091-14W4
W 0408804 14-17-091-14W4
W 0409360 05-07-091-14W4
W 0415387 09-15-086-12W4
W 0415388 04-14-086-12W4
W 0415462 14-11-086-12W4
W 0415463 03-11-086-12W4
W 0415559 16-18-091-14W4
W 0415560 14-08-091-14W4
W 0415565 14-18-091-14W4
W 0415566 03-17-091-14W4
W 0415648 09-13-090-15W4
W 0415649 07-14-090-15W4
W 0415650 06-12-090-15W4
W 0415746 01-18-090-14W4
W 0415747 11-18-090-14W4
W 0415789 05-34-089-15W4
W 0415790 10-31-089-14W4
W 0415808 10-01-086-12W4
W 0415809 16-02-086-12W4
W 0415820 13-14-086-12W4
W 0415821 09-11-086-12W4
W 0416003 08-12-091-15W4
W 0417895 11-15-086-12W4
W 0417896 08-33-086-12W4
W 0418092 02-12-091-15W4
W 0418094 09-12-091-15W4
W 0418095 10-12-091-15W4
W 0418096 16-12-091-15W4
W 0418382 09-07-090-14W4
W 0418383 09-18-090-14W4
W 0418391 16-12-090-15W4
W 0418467 11-21-091-14W4
W 0426194 01-18-091-14W4
W 0427678 01-09-091-14W4
W 0427679 03-09-091-14W4
W 0427680 10-09-091-14W4
W 0427681 11-09-091-14W4
W 0427682 14-09-091-14W4
W 0427683 16-09-091-14W4
W 0427684 04-16-091-14W4
W 0427685 02-16-091-14W4
W 0427686 03-16-091-14W4
W 0427687 10-16-091-14W4
W 0427765 04-07-091-14W4
W 0427767 12-07-091-14W4
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SCHEDULE “B” 

Attached to and forming a part of an Amended and Restated Farm-in and Participation Agreement dated 
the 19th day of June, 2020 between Viceroy Canadian Resources Corp. and Everest Canadian Resources 

Corp. 

2007 CAPL OPERATING PROCEDURE – Rates, Elections and Revisions 

OPERATOR: EVEREST 

CLAUSE 1.01: “Market Price”: WILL NOT APPLY 

CLAUSE 1.01: “Production Facility” WILL APPLY 

CLAUSE 3.11 C: INSURANCE: ALTERNATE B 

CLAUSE 7.01 (B): PRE-COMMENCEMENT: AMENDED: 120 days changed to 90 days  

CLAUSE 10.02G: RECEIVING PARTY MAY NOT DEFER RESPONSE 

WILL APPLY 

CLAUSE 10.03 B: COMMENCEMENT: AMENDED: 120 days changed to 90 days  

CLAUSE 10.04 A: OPERATOR FOR INDEPENDENT OPERATION: ALTERNATE B  

CLAUSE 10.07: PENALTY WHERE INDEPENDENT WELL RESULTS IN PRODUCTION: 

DEVELOPMENT WELLS 400%   
EXPLORATORY WELLS 500% 

CLAUSE 10.10 A: EXCEPTION TO CLAUSE 10.07 WHERE WELL PRESERVES TITLE: 

180  DAYS 

CLAUSE 21.00: DISPUTE RESOLUTION WILL APPLY 

CLAUSE 21.03 J: ARBITRATION PROCEEDINGS WILL APPLY 

CLAUSE 22.02: ADDRESS FOR SERVICE 

Viceroy Canadian Resources Corp. 
510, 634 - 6th Avenue SW  
Calgary, Alberta T2P 0S4 

Attention: Land Manager 
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Everest Canadian Resources Corp. 
510, 634 - 6th Avenue SW 
Calgary, Alberta T2P 0S4 

Attention: Land Manager 

CLAUSE 24.01: RIGHT TO ASSIGN, SELL OR DISPOSE: ALTERNATE A 

CLAUSE 24.02.F: EXCEPTION FOR ALL EARNING AGREEMENTS: WILL APPLY 
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1996 PASC Accounting Procedure – Rates, Elections and Revisions 

Clause 105: Operating Fund    10   % 

Clause 110: Approvals     2      or more parties totalling  65 %  

Clause 112(a): Expenditure Limitations excess of $500,000.00  
                  (c) excess of $500,000.00  

Clause 202(b): Employee Benefits 25 %  

Clause 213(b): Housing Shall ________  /Shall not  X .  

Clause 216: Warehouse Handling     5.00    % 

Clause 221: Allocation Options: N/A  

Clause 302: 

(a) For each Exploration Project: 
 (1)     5    % of the first $50,000 plus 
 (2)     3    % of the next $100,000 plus 
 (3)     1    % of cost exceeding the sum of (1) and (2) 

(b) For each Drilling Well: 
 (1)     3    % of the first $ 50,000 plus 

(2)     2    % of the next $100,000 plus 
 (3)     1    % of cost exceeding the sum of (1) and (2) 

(c) For initial Construction Project: 
 (1)     5    % of the first $ 50,000 plus 
 (2)     3    % of the next $100,000 plus 
 (3)     1    % of cost exceeding the sum of (1) and (2) 

(d) For each subsequent Construction Project: 
 (1)     5    % of the first $ 50,000 plus 
 (2)     3    % of the next $100,000 plus 
 (3)     1    % of cost exceeding the sum of (1) and (2) 

(e) For Operations and Maintenance: 
(1)          % of the cost of operation and maintenance of Joint Property; and 
(2) $250.00 per Producing Well per month 
(3)            flat rate per month 

Clause 302(e) (2) and (3): Will not be adjusted annually  

Clause 406: Dispositions $100,000.00
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SCHEDULE “C”  

Attached to and forming a part of an Amended and Restated Farm-in and Participation Agreement dated 
the 19th day of June, 2020 between Viceroy Canadian Resources Corp., and Everest Canadian Resources 

Corp. 

Working Interest Calculations based on increments of One Million ($1,000,000.00) Dollars up to a 
maximum of Six Million ($6,000,000.00) Dollars* 

Everest Contribution Everest WI Viceroy WI 

$1,000,000.00 15.8333% 79.1667% 

$2,000,000.00 31.6666% 63.3334% 

$3,000,000.00 47.4999% 47.5001% 

$4,000,000.00 63.3332% 31.6668% 

$5,000,000.00 79.1665% 15.8335% 

$6,000,000.00 95% 05% 
 

*If the Joint Lands yield production volumes of Two Thousand (2,000) barrels of oil per day equivalent, for 
a continuous period of Twenty-One (21) days before Everest expends the full Six Million Dollars 
($6,000,000.00), Everest will earn or acquire on the expiry of the Twenty-One Day period an undivided 
Ninety Five Percent (95%) Working Interest. 
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LEGAL_ CAL: 17831214 6 

This is Exhibit· D'}' toJhe Affidavit of 
l}t,(:, ,V: (Role,} L"!«n -./ 

QrialiHe H!ffl·is sworn before me 

at Calgary, Alberta on September _6__, 2024 

in and for the Province of Alberta 

~ Cardlnll 
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OPERATING PROCEDURE 

Attached to the Head Agreement dated _______ , between _________________ _ 

1.00 DEFINITIONS AND INTERPRETATION 

1.01 Definitions 

In this Operating Procedure: 

"Abandonment" means: (i) the proper plugging and abandonment of a wellbore or the decommissioning or removal of a 
Production Facility, as applicable; (ii) the salvage of the associated salvable material and equipment; (iii) any required 
remediation of any associated Environmental Liabilities; and (iv) the reclamation of the applicable surface location and any 
applicable access roads, all in compliance with the Regulations and the requirements of the documents under which the 
applicable surface rights were held. 

"Accounting Procedure" means the exhibit to this Operating Procedure titled "Accounting Procedure". 

"AFE" means an authorization for expenditure for a proposed Operation, and includes: 

(a) the type, purpose and description of that Operation, In sufficient detail to enable a Party to understand its nature, 
scope, sequence and schedule, and, subject to Article 8.00 respecting Horizontal Wells, includes for the drilling of a 
well (In whole or in part), Its projected total depth, its anticipated surface coordinates and, if materially different. its 
projected bottomhole coordinates; and 

(b) a bona fide estimate of the anticipated costs of that Operation, in sufficient detail to enable a Party to identify, in 
summary form, those for identifiable segments of that Operation, provided that any Drilling Costs, Completion Costs 
or Equipping Costs are subject to Articles 8.00, 9.00 and 10.00, as applicable, tor Horizontal Wells, Casing Point 
elections and Independent Operations respectively. 

"Affiliate" means a corporation, partnership or trust that ls affiliated with the Party for which the expression is being applied. 
For the purpose of this definition, a corporation, partnership or trust is affiliated with another corporation, partnership or trust 
if it, other than by way of security only, directly or indirectly controls or is controlled by that other corporation, partnership or 
trust. In determining if a corporation, partnership or trust so controls or is so controlled, it will be deemed that: 

{a) a corporation is directly controlled by another corporation, partnership or trust if: (i) shares of the corporation to 
which are attached more than 50% of the votes that may be cast to elect directors of the corporation are beneficially 
owned by that other corporation, partnership or trust; and (ii) the votes attached to those shares are sufficient, if 
exercised, to elect a majority of the directors of the corporation; 

(b) a partnership or trust is directly controlled by a corporation, another partnership or another trust if that corporation, 
other partnership or other trust beneficially owns more than a 50% interest in the partnership or trust; and 

( c) a corporation, partnership or trust Is indirectly controlled by another corporation, partnership or trust if control, as set 
forth in Paragraph (a) or (b} above, is exercised through one or more other corporations, partnerships or trusts. 

Two or more corporations, partnerships or trusts affiliated at the same time with the same corporation, partnership or trust 
are deemed to be affiliated with each other. 

"Agreement" means the Head Agreement and the Schedules, Including this Operating Procedure. 

"Business Day" means any day other than a Saturday, Sunday or statutory holiday in Alberta. 

"Casing Point" means, subject to Clause 8.03 for a Horizontal Well and any specific commitments in an approved drilling 
AFE, the time when: (i) a well has been drilled to total depth; (ii) the authorized logs and wireline or drlllstem tests have been 
conducted thereon; and (iii) a decision must be made under Article 9.00 to set casing for production or to Abandon that well. 

"Commenced" means: (i) Spudded for the drilling of a well; (ii) the physical re-entry of a wellbore with a drilling rig or service 
rig of adequate capacity for any Operation In an existing well, including a Completion of a Suspended well, a Recompletion 
or an Abandonment: (iii) for any Operation conducted on the Joint Lands, other than drilling or a re-entry of a wellbore (such 
as a geophysical program), the Initiation of work beyond surveying at the applicable field location; or (iv) for any other 
Operation (such as an engineering study), the initiation of the Operation. 

"Commercial Quantities" means the anticipated output of hydrocarbon substances from a well that would reasonably 
warrant drilling another well hereunder to the formation Indicated to be productive by that well, considering: (i) the anticipated 
associated Drilling Costs, Completion Costs, Equipping Costs and Operating Costs; (ii) the kind and quality of hydrocarbon 
substances indicated to be present by that well; (iii) the anticipated availability of facilities for treating. processing, 
transporting or.otherwise handling those hydrocarbon substances and any associated water, sediment and other impurities, 
as well as the anticipated cost of that use; (Iv) the anticipated availability of markets for that production; (v) the lessor 
royalties and other burdens payable for the Joint Account for that production; (vi) the probable life of that well; and (vii} the 



anticipated price to be received for that production when sold. 

"Completion" means the Installation ln or on a well, up to and including the outlet valve of the wellhead, of all production 
casing. tubing, equipment and material necessary (other than a pump or other artificial lift equipment) for the ongoing 
recovery of Petroleum Substances. Completion Includes the perforation, stimulation, treating, acidizing, fracing and swabbing 
of that well and the production tests reasonably required to establish its initial producibility. 

"Completion Costs" means the costs incurred for the Completion, Recompletion or Reworking of a well. 

"Deepen" means the drilling of a well to a formation or depth deeper than: (i) the target formation or estimated equivalent 
depth identified in the AFE or Operation Notice therefor; or (ii) the deepest formation or depth to which it was previously 
drilled. A Deepening also Includes the extension of any Horizontal Wellbore or any Horizontal Leg beyond the length 
authorized In Clause 8.02 or otherwise hereunder or the drilling of an additional Horizontal Wellbore or Horizontal Leg. 

"Development Well" means a well, insofar as the geological formations to be penetrated In the drilling thereof are 
stratigraphically above the base of the deepest geological formation in which a well within 3.2 kilometres thereof (as 
measured from the coordinates where the respective wells penetrate the top of that geological formation) is or has been 
capable of production of petroleum, natural gas or related hydrocarbon substances in Commercial Quantities as of the date 
of issuance of the applicable AFE or Operation Notice, provided that: 

(a) the other well will only be taken Into account If, as of the date of issuance of that AFE or Operation Notice: (i) the 
drilling Information therefrom is in the public domain; (ii) all Parties have access to the information therefrom under 
this Agreement or any other agreement; or (Iii) each Party not then having access to information therefrom is 
entitled to such access in due course under Clause 10.19; 

(b} the Joint Lands in the Spacing Unit for the proposed well (as determined on the basis prescribed by Paragraph (a) 
of the definition of Spacing Unit) include the same geological formation and specific type of Petroleum Substances 
that have been capable of production in Commercial Quantities from that other well; and 

(c) if either the pre-existing well or the proposed well ls a Horizontal Well, the measurement in this definition will be 
between the nearest points of each well in the applicable formation, and the entirety of each such Horizontal Well, 
including every Horizontal Wellbore or Horizontal Leg thereof, will be considered a single well for this purpose. 

"Drilling Costs" means the costs incurred (other than Completion Costs and Equipping Costs) for drilling a well, including 
those for: (I) acquiring approvals required under the Regulations and required surface access (including community and 
stakeholder consultation under Clause 3.09); (If) preparation of the well site; (iii) construction or use of such roads as are 
reasonably necessary for access to the well site; (iv) Installation of surface and intermediate casing; (v) the logging, coring 
and wlreline or drillstem testing programs; (vi) any Insurance policies acquired for the Joint Account specifically for that well; 
(vii) Abandonment, if Commenced within 12 months after drilling rig release and subject to any allocation of costs under 
Clause 9.04 and Subclauses 10.06E and 10.0SE between the Parties that participated in drilling the well and the Parties that 
participated in additional Operations; and (viii} the items described above for a Deepening or Sidetracking, as applicable. 

"Earning Agreement" means a farmout or like agreement between a Party and another Party or a third party, the substance 
of which is that the other Party or third party has the right, obligation or option to acquire a Working Interest in the Joint 
Lands (and possibly interests in other petroleum and natural gas rights) in return for the conduct of certain operations on the 
Joint Lands or other lands. A transaction for which all or a portion of the consideration for that acquisition is cash (other than 
for any reimbursement of rentals or other land maintenance costs or a bona fide fee for access to certain proprietary seismic 
data) or the exchange of another property is not an Earning Agreement. 

"Environmental Liabilities" means all liabilities pertaining to the Joint Property in respect of the environment, whether or 
not relating to a breach of the Regulations and whether or not resulting from Operations, including any liabilities related to: 

(a) the transportation, storage, use or disposal of toxic or hazardous substances or hazardous, dangerous or non-
dangerous oilfield substances or waste; 

(b) the release, spill, escape or emission of toxic or hazardous substances; 

(c) any other pollution or contamination of the surface, substrate, soil, air, ground water, surface water or marine 
environments; 

(d) damages and losses suffered by third parties due to any occurrence in Paragraphs (a)-(c) above; or 

(e) any obligations under the Regulations to protect the environment or to rectify environmental problems. 

"Equipping" means the conduct of such activities and the installat\PD,-~Ch equipme~ are required or ongoing 
recovery of Petroleum Substances from an individual Completed well,~ individually or as i ·ty: (i) 
a pump or other artificial lift equipment, whether on the surface or in the well; (ii~and production tankage; (iii) the 
acquisition of approvals required under the Regulations and any required surface access (including community and 
stakeholder consultation under Clause 3.09); (iv) any associated surface preparation and the construction or improvement of 
any reasonably necessary road; and (v) a heater, dehydrator or other wellsite facility necessary for the initial treatment, 
measurement, field gathering or other handling of Petroleum Substances. Equipping excludes any such equipment that is 
( or is intended to be) a Production Facility or is otherwise intended to serve more than one well and activities otherwise within 
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the scope of this definition, insofar as the costs were included in the Drilling Costs or Completion Costs for the well. 

"Equipping Costs" means the costs incurred for Equipping a well. 

"Exploratory Well" means a well, Insofar as it is not a Development Well. 

"Extraordinary Damages" means, except for any Losses and Liabilities respecting a Party's breach of the confidentlaHty 
obligations prescribed by Article 18.00, any Losses and Liabilities howsoever arising or occurring that: (i) are in the nature of 
consequential, indirect, punitive or exemplary damages (including compensation for business interruption. loss of profits, loss 
of opportunity, opportunity costs, reservoir or formation damage, the inability to produce Petroleum Substances or a delay in 
their production); or (ii) pertain to loss of well control during drilling or other well Operations, including, for this item (ii), 
associated Environmental Liabilities. 

"Facility Fees" means. as applicable. as a fee for Facility Usage of facility capacity: 

(a) not owned by a Party (or its Affiliate), all costs and expenses paid for that use under a bona fide arm's length 
arrangement; and 

(b) owned by a Party (or its Affiliate), a fee (designed to cover both operating and return on capital components) 
determined under Subparagraph (i), (ii) or (iii) below: 

(i) the fee for a specified use of that facility under any separate agreement negotiated by the Parties, in 
accordance with the terms or methodology outlined therein; 

(ii) the fee ordinarily chargeable to a third party for a comparable use under a bona fide arm's length 
transaction, if there are third party users and Subparagraph (b)(i) does not apply; or 

(iii) in all other circumstances. a fee for that use, in which the capital recovery component thereof is 
determined using as a guideline the industry recognized Jumping Pound-05 methodology {or the most 
current replacement therefor in effect at the relevant time} and in which the operating cost component 
thereof is calculated and assessed on the basis of facility throughput costs; 

provided that the Parties will use Article 21.00 to resolve any dispute they have about Facility Fees calculated under 
Subparagraph (ii) or (iii) of this Paragraph. 

"Facility Usage" means a Party's use of facilities, other than those included In Equipping Costs or described In Clauses 
10.13 or 10.14 for an Independent Operation, to make merchantable for delivery to market Petroleum Substances of a Non
Taking Party under Article 6.00 or those produced from an Independent Well. It includes. as applicable, the gathering, 
compression, treatment, processing, transportation or other handling of those Petroleum Substances, but excludes in all 
instances any adjustments for transportation costs made in the determination of the Market Price. 

"First Point of Measurement" means the first point at which Petroleum Substances are metered, measured or allocated 
downstream of the wellhead after, as applicable: (i) any treatment of crude oil for the separation, removal and disposal of 
basic sediment and water; (ii) any extraction ofliquid hydrocarbons from natural gas at or near the wellhead and any wellsite 
separation, removal and disposal of basic sediment and water from those liquid hydrocarbons; and (iii) any wellsite 
dehydration of natural gas. 

"Force Majeure" means an event beyond the reasonable control of a Party claiming suspension under Article 16.00 of an 
obligation hereunder that has not been caused by its negligence and which it was unable to prevent or provide against by the 
exercise of reasonable diligence at a cost that was not unreasonable. Subject to the foregoing, Force Majeure includes: (i) 
an act of God; (ii) a strike, lockout or other industrial disturbance (which will be deemed to be beyond that Party's reasonable 
control for this purpose in all cases); (iii) war, insurrection. blockade, riot, vandalism or other civil disturbance; (iv) fire, 
lightning, storms, floods or unusually severe weather for the area; (v) an explosion or accident causing material physical 
damage or otherwise materially affecting use or access to the Joint Property; (vi) a shortage of labour or materials from 
established or generally recognized sources of supply; and (vii) government restraint, action. delay or inaction, including the 
inability to obtain any permit, licence or other authorization required under the Regulations for conduct of an Operation on 
reasonably acceptable terms. However, lack of finances, changes in a Party's economic circumstances and changes that 
affect the economic attributes of investments hereunder will not be considered an event of Force Majeure. 

"Gross Negligence or Wilful Misconduct" means any act. omission or failure to act (whether sole, joint or concurrent) by a 
person that was intended to cause, or was In reckless disregard of, or wanton indifference to, the harmful consequences to 
the safety or property of another person or to the environment which the person acting or failing to act knew (or should have 
known) would result from such act, omission or failure to act. However, Gross Negligence or Wilful Misconduct does not 
include any act, omission or failure to act insofar as it: (i) constituted mere ordinary negligence; or (ii) was done or omitted In 
accordance with the express instructions or approval of all Parties, insofar as the act, omission or failure to act otherwise 
constituting Gross Negligence or Wilful Misconduct was inherent in those instructions or that approval. 

"Head Agreement" means the agreement to which this Operating Procedure is appended as a Schedule. 

"Horizontal Leg" has the meaning prescribed by Clause 8.01. 
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"Horizontal Well" has the meaning prescribed by Clause 8.01. 

"Horizontal Wellbore" has the meaning prescribed by Clause 8.01. 

"HSE" means health, safety and the environment. 

"Independent Operation" has the meaning prescribed by Clause 10.01. 

"Independent Well" has the meaning prescribed by Clause 10.01. 

"Joint Account" means the sharing of benefits, risks, costs. expenses and obligations by the Parties In proportion to their 
respective Working Interests at the relevant time. 

"Joint Lands" means those lands, formations and Petroleum Substances that have been made subject hereto by the 
Agreement and so much thereof which remain subject hereto at the relevant time. 

"Joint Operation" means an Operation authorized and conducted hereunder for the Joint Account. 

"Joint Property" means the Joint Lands, together with all other tangible and intangible property held for the Joint Account at 
the relevant time, Including funds, wells, Production Facilities and other equipment and materials. 

"Losses and Liabilities" means all claims, liabilities, actions, proceedings, demands, losses, costs, expenses, penalties, 
fines and damages, whether statutory, regulatory, contractual, tortious or otherwise, which may be sustained or incurred by a 
Party, its Affiliates and their respective directors, officers, and employees respecting any person (including that Party or any 
other Party), including reasonable legal fees and disbursements on a solicitor and its own client basis. 

"Market Price" means the price at which Petroleum Substances are disposed offer purposes of this Operating Procedure, 
which price is not unreasonable, having regard to market conditions applicable to similar production in bona fide arm's length 
sales agreements at the time of that disposition. A Party making a determination of a Market Price will use a bona fide 
methodology that is reasonably consistent for the period to which the disposition pertains, and will consider such factors as: 
(I) the kind, quality and volume of Petroleum Substances disposed; (ii) the timing and duration of the disposition; (iii) wheth. e~r 
the disposition is required under a pre-existing bona fide arm's length agreement that applies specifically to the Joint Lands 
and those disposed Petroleum Substances; (iv) the A21D.Lof sale; and (v) the ~e of, and costs for using, transportation 
service (including any applicable demand and variable cfiarges, measurement variance and a?\V'bther volumetric deduction 
forming part of the consideration for the transportation service, including fuel) to deliver those Petroleum Substances to the 
nearest point of sale. Except as provided in item (iii) above and, if applicable, in the optional last sentence of this definition, 
structured prices for terms exceeding 31 days, whether transacted or referenced, are not relevant to the determination of 
Market Price hereunder. For this purpose, a structured price includes any fixed price, price s,.vap, forward orMures contract, 
put or call option, either physical or financial, entered into by a Party for the sale of production volumes. 

This optional sentence will _/Will not_ (Specify) apply: Notwithstanding the preceding portion of this definition, a Party 
making a determination of Market Price tor a particular type of Petroleum Substance may, for ease of administration, use as 
a basis for that calculation the weighted average sale price received by it in the applicable period for physical deliveries 
of substantially all of its own production sale volumes produced in the applicable jurisdiction, including deliveries under ann's 
length sales agreements with terms exceeding 31 days. 

"Non-Operator" means a Party other than the Operator. 

"Non-Participating Party" has the meaning prescribed by Clause 10.01. 

"Non-Taking Party'' means a Party that does not take In kind and separately dispose of Its entire share of produced 
Petroleum Substances under Article 6.00. 

"Operating Costs" means all costs and expenses (exclusive of Drilling Costs, Completion Costs, Equipping Costs and 
Facility Fees) incurred for operation and maintenance, as set forth In the Accounting Procedure, to operate and maintain: (i) 
a well for the recovery of Petroleum Substances; (ii) equipment Installed as Equipping Costs; or (iii) a Production Facility. 

"Operating Procedure" means this Schedule, including the Accounting Procedure that is an exhibit hereto. 

"Operation" means any drilling, Deepening, Sidetracking, Completion, Recompletion, quippin Reworking, Abandonment 
or other activity provided for or conducted hereunder, including: (i) the recovery of Petroleum ubstances from wells; (ii) the 
construction, installation, modification, expansion or operation of any Production Facility; and (iii) the conduct of any 
geological, geophysical, environmental, biophysical or engineering program or study respecting the Joint Lands and any 
other lands within the scope of that approved program or study. 

"Operation Notice" has the meaning prescribed by Clause 10.01. 

"Operator" means the Party appointed to conduct Joint Operations, subject to Clause 10.04 for an Operation proposed as 
an Independent Operation. 

"Outside Substances" means hydrocarbon substances produced from lands other than the Joint Lands. 
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"Participating Interest" means the percentage share of the cost of a particular Operation ( or any respective portion thereof) 
that a Party has agreed to pay or is required to pay hereunder. 

"Participating Party'' has the meaning prescribed by Clause 10.01. 

"Party" means a corporation, partnership, individual, body politic, trust or other legal person that holds a Working Interest 
and is bound by the terms of this Agreement. 

"Paying Quantities" means, with respect to a drilled well, the anticipated output of Petroleum Substances therefrom that 
would reasonably warrant incurring the applicable costs, considering: (i) the anticipated Completion Costs, Equipping Costs 
and Operating Costs; (ii) the kind and quality of Petroleum Substances indicated to be present by that well; (iii) the 
anticipated availability of facilities for treating, processing, transporting or otherwise handling those Petroleum Substances 
and any associated water, sediment and other impurities, as well as the anticipated cost of that use; (iv) the anticipated 
availability of markets for that production; (v) the lessor royalties and other burdens payable for the Joint Account for that 
production; (vi) the probable life of that well; and (vii) the anticipated price to be received for that production when sold. 

"Petroleum Substances" means petroleum, natural gas (including natural gas from coal or shale) and every other mineral 
or substance for which the Title Documents grant the right to explore, develop or produce. 

"Production Facility" means, subject to any application of: (i) Article 13.00 to create a separate agreement due to 
inconsistent Working Interests; (Ii) Clauses 10.13 and 10.14 for Independent Operations; and (iii) Clause 14.02 to require a 
separate agreement, any personal property and fixtures beyond wellhead connections serving ( or Intended to serve) more 
than one well, including any battery, separator, disposal well, injection well approved by all Parties, compressor station, 
gathering system, pipeline, production storage facility or warehouse, which is: 

(a) 

(b) 

(c) 

(d) 

(e) 

(f) 

constructed or installed for the Joint Account; 

owned exclusively by the Parties; 

Initially designed and intended exclusively for the production, treatment, storage, transportation or other handling of 
Petroleum Substances or associated sediment, water or other impurities; 

not a gas plant. being a facility (other than a dehydration unit) that changes the quality of natural gas, including 
such activities as fractionation of Petroleum Substances, sulphur extraction or separation of liquids by refrigeration; 

not subject to a separate agreement governing the construction. ownership and operation of that facility; and 

This optional Paragraph will _/will not_ (Specify) apply: 

reasonably estimated to have an Initial construction or installation cost less than $. ___ _ 

A Production Facility includes all directly associated real and personal property of every kind, nature and description, 
excluding Petroleum Substances, the Joint Lands and the Operator's owned or leased equipment. unless leased for the Joint 
Account for use as or with respect to a Production Facility. 

"Recompletion" means an Operation whereby a Completion In a formation in a well is abandoned, Suspended or otherwise 
modified to conduct further activities of the type described in the definition of Completion in the existing well bore of that well 
in either a different portion of the same formation or in a different formation, and includes the setting of any required bridge 
plugs and any required removal, repair or replacement of tubing. 

"Regulations" means all statutes, laws, rules, orders, <llrectives and regulations in effect from time to time and made by 
governments or their agencies with Jurisdiction over the Joint Property, Operations or the Parties. 

"Reworking" means an Operation, other than a Completion, a Recompletion or routine repair or maintenance work, 
conducted in a Completed well to secure, restore or improve the recovery of Petroleum Substances from a formation then 
open to production in that well, and includes any non-routine stimulation of that well. 

"Schedule" means a schedule or exhibit to the Head Agreement. including this Operating Procedure. 

"Sidetracking" means the directional control and intentional deviated drilling of a well from the original well trajectory using 
part (but not all) of an existing wellbore to change the bottom hole location from the original well trajectory, proylded that 
Sidetracking does not include: (i) any such deviation undertaken to straighten the hole. drill around an obstruction in the hole 
or overcome mechanical difficulties; or (ii) the drilling of a Horizontal Well. 

"Spacing Unit" means: 

(a) for a well that has not been Completed for production of Petroleum Substances: the area of the Joint Lands 
prescribed by the Regulations for drilling that well, to the base of the deepest formation proposed to be penetrated 
by that well, provided that it will be deemed to be the quarter-section. unit or similar geographical area of the Joint 
Lands that includes the well's bottomhole co-ordinates in the absence of any such designation under the 
Regulations or in the Agreement; and 
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(b) in e~ery other case: the area of the Joint Lands allocated to a well under the Regulations for production of the 
applicable Petroleum Substances In each individual formation of the Joint Lands from which they wm be produced. 

"Spud" means the penetration of the surface location of a well by a drilling rig of adequate capacity to drill that well to the 
total depth projected in the AFE or Operation Notice therefor. 

"Suspend" means, for a well that Is not then being Abandoned, to discontinue the drilling, Completion or production of a ,vell 
and to place in that well such casing, plugs and equipment as are necessary to enable that well to be re-entered at a later 
date for further Operations. 

"Title Administrator" means that Party which is normally the Parties' representative to maintain a particular Trtle Document 
in good standing, which will be the Operator, unless the Agreement designates another Party as having that duty. 

"Title Documents" means the documents of title (or any of them) through which the Parties hold their Working Interests in 
the Joint Lands, and any documents issued or derived therefrom, including all amendments, renewals, extensions. 
continuations or replacements (whether by operation of the applicable document, the Regulations, this Agreement or other 
agreement of the Parties) thereof. 

"Working Interest" means the percentage of undivided beneficial interest held by a Party hereunder (other than an 
overriding royalty, net profits interest or other charge of a similar nature) In: (l) the Joint Lands or the respective formations or 
portions thereof; (ii) a Production Facility; or (iii) other Joint Property, which percentage initially is as provided in the 
Agreement and is subsequently subject to modification under this Agreement. 

1.02 References And Interpretation 

A. References Apply To Interpretation-Unless otherwise stated: 

B. 

(a) 

(b) 

(c) 

(d} 

(e) 

(f) 

(g) 

(h) 

(i) 

0) 

(k) 

(I) 

the references "hereunder". "herein" and "hereof' refer to the provisions of this Operating Procedure, and 
a reference to an Article, Clause, Subclause, Paragraph, Subparagraph or Alternate herein refers to the 
specified provision of this Operating Procedure; 

the singular will be construed to include the plural and vice versa, and words that refer to a particular 
gender will include all genders; 

the headings of Articles, Clauses and Subclauses and any other headings or indices are for reference 
only, and will not be used In Interpreting any provision herein or as indicating that all provisions of this 
Operating Procedure relating to a particular topic are found in that Article, Clause or Subclause; 

a capitalized derivative or other variation of a defined term will have a corresponding meaning; 

all references to "dollars" or"$" refer to lawful currency of Canada, and all billings, payments and receipts 
will be made and recorded In Canadian currency; 

a reference to "includes" or "Including" is used to present some (but not necessarily all) examples of the 
matter for which the reference is used, and is notto be construed to limitthe interpretation ofthatmatterto 
only those examples; 

a reference to a statute or similar legislative Instrument includes all applicable Regulations, all subordinate 
or successor legislation In effect from time to time and all amendments thereto; 

any reference to time means Mountain Standard Time or Mountain Daylight Time during the respective 
periods In which each is in force; 

any reference to a Party or a Party's Working Interest does not apply to that Party or its interest in its 
capacity as lessor under a Title Document; 

a reference to "costs" and "expenses" excludes all payments made for taxes in the nature of goods and 
services tax under the Excise Tax Act (Canada) or any other value added, sales or transfer tax, insofar as 
they are refundable (by credit or otherwise) under the Regulations; 

any reference to "days• refers to calendar days unless the reference is to Business Days, and if the 
phrase "within", "at least" or "not later than" is used to refer to a specific number of days or Business Days. 
the day of receipt of the relevant notice will be excluded and the day of the relevant response or event will 
be included in determining the relevant time period. However, if the time for doing any act (including a 
response to a notice within a prescribed period) expires on a day that is not a Business Day, the time for 
doing that act will be extended to the next Business Day. except as prescribed by Article 9.00 for a casing 
Point election and the Accounting Procedure for the payment of funds; and 

this Clause will apply, mutatis mutandis, to the Head Agreement and the other Schedules. 

Parties Participate Equally In Preparation-This Agreement will be interpreted as If each Party participated equally in 
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its preparation. Any legal rule of construction that would cause this Agreement to be construed against the Party 
that assumed primary responsibility for drafting It because of that role will not apply to this Agreement. 

1.03 Optional And Alternate Provisions 

If the Parties have not made an election required hereunder for an optional or alternate provision, that optional provision or 
the first such alternate provision will apply as if it had been designated. 

1.04 Conflicts 

A. Conflicts Within Agreement Or With Regulations-If there is a conflict between a provision of the Head Agreement 
and that of a Schedule (including this Operating Procedure), the provision of the Head Agreement will prevail. If a 
provision herein conflicts with that of the Accounting Procedure or another Schedule, the provision herein will 
prevail, unless otherwise expressly stated in that other Schedule. If there is a conflict between any provision in this 
Agreement and the Regulations or the Title Documents, the Regulations or the Title Documents will prevail, except 
that: (i) the Working Interests will prevail between the Parties if the Working Interests and the interests in the 
registered legal title in the Title Documents differ: (ii} the classification of wells described herein will apply between 
the Parties; and (lii) the allocation of responsibility for Losses and Liabilities herein will apply between the Parties, 
including the liability and indemnification provisions of Article 4.00. 

B. Severance And Enforceability-The applicable provisions (or portions thereof} of this Agreement will be deemed to 
be severed from this Agreement to the extent necessary to resolve a conflict, insofar as: (i) the conflict is not within 
the exceptions in the last sentence of Subclause 1.04A: or (ii) any provision of this Agreement Is judicially 
determined to be unenforceable. Any such severed provision will be of no further force and effect, provided that the 
Parties will mutually attempt in good faith to negotiate a replacement provision that will secure the purposes of the 
original provision in a legally valid manner. As so modified, this Agreement will remain in full force and effect. 

1.05 No Partnership Or Fiduciary Relationship 

A. 

B. 

C. 

Obligations Not Joint Or Collective-Except as provided in Article 5.00 for financial default, the Parties' rights, 
obligations and liabilities hereunder will be separate and not joint or collective or joint and several. The Parties 
intend that their interests in the Joint Lands and in all other Joint Property will be held as tenants in common, 
subject to those modifications expressly provided under this Agreement. Nothing contained in this Agreement 
creates a partnership or association of any kind, imposes upon any Party any partnership duty, obligation or liability 
to any other Party or authorizes any Party to act as an agent of any other Party for any purpose except as expressly 
provided in this Agreement. Except as provided for: (i) the commingling of funds in Clause 5.07; (ii) the distribution 
of the proceeds of sale In Clause 6.06; and (iii) the obligation to maintain information confidential in Article 18.00, 
the Parties also confirm their intention that there is not any trust, trust duty or fiduciary relationship between them 
under this Agreement, provided that 

(a) the Parties recognize that this Subclause might not prevent such a trust, trust duty or fiduciary relationship 
being imposed at law or in equity; and 

(b) the Parties do not intend this Subclause to lessen any duty of good faith (or similar duty) that may 
otherwise apply to them at law or in equity. 

Parties Conduct Business As They See Fit-Each Party acknowledges that the Parties are engaged in the oil and 
gas business. Each Party is free.to conduct its business in such manner as it, in its sole discretion, sees fit, even if 
it is (or may be) in competition with potential Joint Operations. Nothing in this Agreement restricts a Party from 
making elections or decisions in what It perceives to be its own interest, economic or otherwise, subject to: (i) any 
trust, trust duty or fiduciary relationship Imposed at law or in equity; (ii) any duty of good faith (or similar duty) 
contemplated in Subclause 1.05A; and (iii) the other provisions of this Agreement, including any specific obligations 
not to exercise discretion unreasonably. 

Operator's Obligations Limited To Agreement-Except as expressly provided in this Agreement, the Party appointed 
as Operator, will not, because of that appointment, have any additional obligation in contract, at law or in equity: 

(a) to any other Party hereunder for lands other than the Joint Lands; or 

(b) to apply knowledge or information it otherwise obtains about lands other than the Joint Lands in order to 
propose any Joint Operation or to take or refrain from taking any action hereunder. 

1.06 Governing Law 

This Agreement will be treated as a contract made in the Province of Alberta. This Agreement will be subject to and be 
interpreted and enforced in accordance with the lavvs in effect in the Province of Alberta, including the federal laws of Canada 
applicable therein, provided that this does not affect the Parties' obligations to comply with the Regulations of another 
jurisdiction that apply to the Joint Lands or Operations located outside the Province of Alberta. Subject to the dispute 
resolution processes in Article 21.00, each Party accepts the exclusive jurisdiction of the courts of the Province of Alberta 
and all courts of appeal therefrom with respect to the Agreement and any associated legal proceedings between the Parties. 
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1.07 Extension Under Alberta Limitations Act 

Subject to the di~pute resolution pro~~se,s in Article 21.00, the Parties agree that the 2 year period for seeking a remedial 
order under section 3(1 )(a) of the LJm1tat1ons Act (Alberta), as amended, for any claim (as defined in that Act) arising in 
connection with this Agreement is extended to: 

{a) for claims disclosed by an audit, 2 years after expiry of the time this Agreement permitted it to be performed; or 

(b) for all other claims, 4 years. 

1.08 Time Of Essence 

Time is of the essence in this Agreement. 

1.09 No Amendment Except In Writing 

Except as otherwise provided herein, amendments to this Agreement must be In writing and executed by all Parties. 

1.10 Waiver 

No waiver by any Party of any application or breach (whether actual or anticipated) of any provision ofthis Agreement will be 
effective, unless that waiver is expressed in writing under that Party's authority. Any waiver so given will extend only to the 
particular application or breach to which it pertains, and will not limit or affect any rights respecting any future application of 
that provision or any other or future breach, whether of a like or different character. A Party that fails to take any steps in 
respect of a breach or non-fulfillment of any provision of this Agreement by another Party will not be regarded as having 
waived its rights with respect to that matter, except insofar as this Agreement expressly provides that its rights are 
extinguished with respect to that matter because of its failure to exercise those rights by a specified time. 

1.11 Supersedes Previous Agreements 

Insofar as the Head Agreement or any other Schedule becomes ineffective by its own terms, this Operating Procedure 
supersedes the Head Agreement and such other Schedule. Except for the Title Documents and as otherwise provided in 
this Agreement or this Clause, this Agreement supersedes all other oral or written agreements, representations and 
understandings of the Parties about the matters and property governed hereunder, and expresses all of the terms agreed 
upon by them with respect thereto. Insofar as two or more (but fewer than all) Parties agree in writing, an earlier agreement 
will continue to apply between them, provided that it will not derogate from their obligations under this Agreement. 

1.12 Limitation On Right Of Acquisition 

Notwithstanding any provision herein, a Party's right to acquire a Working Interest hereunder will not extend beyond the 
period prescribed by applicable perpetuities Regulations or, In the absence of those Regulations, 21 years after the lifetime 
of the last survivor of the lawful descendants now living of Her Majesty, Queen Elizabeth I I. 

1.13 No U.S. Tax Partnership 

The Parties do not Intend to form a partnership for federal income tax purposes of the United States of America ("U.S."). If, 
for purposes of the U.S. Internal Revenue Code of 1986, as amended (the "Code"), this Agreement or the Parties' 
relationship constitutes a partnership (as defined in Section 761 (a) of the Code), each Party is deemed to elect to have it 
excluded from the application of Subchapter K of Chapter 1 of Subtitle A of the Code (or any comparable provisions that may 
exist at the relevant time) to the extent permitted therein. Each Party required to file a U.S. federal income tax return will 
make all permitted and authorized elections therein to reflect that election, provided that the Party subject to the Code which 
holds the largest Working Interest may, by notice to the other affected Parties, execute that election for each applicable Party 
and provide such evidence of that election as is requested by the applicable U.S. authorities. No Party will give any notice or 
take any action inconsistent with that election. No activity conducted under this Agreement or this Clause will be construed 
in a way that would cause any Party to be deemed to be engaged in a trade or business within the U.S. or subject to its 
taxable jurisdiction, unless the Joint Lands are located in the U.S. A Party that ls not otherwise subject to the taxable 
jurisdiction of the U.S. will not be required to do any act or execute any Instrument that would subject It to that jurisdiction. 

1.14 Term 

This Operating Procedure will remain in full force and effect so long as any portion of the Joint Lands or any Production 
Facility is owned jointly by two or more Parties and for as long thereafter as may be necessary to: (i) Abandon all wells on the 
Joint Lands and all Production Facilities: (ii) salvage all equipment relating thereto; and (iii) complete a final settlement of 
accounts among the Parties, whichever last occurs. However: 

(a) the confidentiality obligations prescribed by Article 18.00 will continue to apply to Information obtained under this 
Agreement until that information is no longer subject to those confidentiality obligations; and 

(b} those provisions related in whole or in part to audit, liability, Indemnity, disposal and salvage of material, 
Abandonment, responsibility for Environmental Liabilities and enforcement on default will survive after that 
prescribed time, insofar as is applicable, for such longer time as the Operator (or any other Party) has rights or 
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obligations with respect to the applicable matter under the Regulations. 

Termination of this Operating Procedure v,'ill not prejudice a Party's accrued rights and obligations. 

1.15 Modifications To CAPL Document Form 

This Operating Procedure is in the 2007 form of CAPL Operating Procedure published by the Canadian Association of 
Petroleum Land men. It has been modified only by the completion of the blanks and elections required herein and by those 
other changes specifically identified herein, in the Head Agreement or in a Schedule of elections and amendments to this 
Operating Procedure. Each modification hereof that has not been specifically identified in this manner will be deemed to be 
ineffective. and the 2007 CAPL Operating Procedure will apply as if that modification had not been made. 

2.00 APPOINTMENT AND REPLACEMENT OF OPERATOR 

2.01 Assumption Of Duties Of Operator 

The Party appointed as Operator in the Head Agreement and any successor appointed or deemed appointed hereunderwill 
assume the rights, duties and obligations of the Operator hereunder. 

2.02 Replacement Of Operator 

A. Immediate Replacement-The Parties acknowledge that the Operator's ability to fulfill Its duties and obligations for 
the Parties' benefit is largely dependent on its ongoing financial viability and that the Operator may not seek relief at 
law, in equity or under the Regulations to prevent its replacement in accordance with this Subclause. The Operator 
will be replaced immediately after service of notice from any Non-Operator to the other Parties to such effect if: 

B. 

(a) 

(b) 

(c) 

(d) 

(e) 

(f) 

(g) 

the Operator becomes bankrupt or insolvent. commits or suffers any act of bankruptcy or insolvency, is 
placed in receivership or seeks debtor relief protection under applicable legislation (including the 
Bankruptcy and Insolvency Act (Canada) and the Companies' Creditors Arrangement Act (Canada)), and 
it will be deemed to be insolvent for this purpose if it Is unable to pay its debts as they fall due in the usual 
course of business or if it does not have sufficient assets to satisfy its cumulative liabilities in full; 

a third party holding security over the Operator's Working Interest enforces that security; 

the Operator initiates shareholder or legal proceedings for its dissolution, liquidation or winding-up in 
circumstances in which its Working Interest is not being assigned to an Affiliate; 

a final judgment or order of a court is entered or rendered against the Operator's Working Interest and it 
remains unsatisfied for the lesser of a 30 day period or such other period as would permit that Working 
Interest to be sold thereunder; 

the Operator is in default under the Regulations or the Title Documents and: (i) the default may cause 
cancellation of any Title Document; (ii) the default has continued for at least one-half of the period allowed 
thereunder for its remedy; and (Iii) the Operator is not then diligently attempting to remedy it; 

the Operator (or Its managing partner or one of its partners if the Operator is a registered partnership or an 
Affiliate if the Operator is a trust) is not eligible to hold a licence or approval required under the 
Regulations for a well or other Joint Property; or 

the Operator assigns or attempts to assign its general powers and responsibilities of supervision and 
management as Operator hereunder, except for an assignment to an Affiliate under Clause 2.09, provided 
that neither of the following will be a breach of this Paragraph: 

(i) a pending appointment of a new Operator under Clause 2.06 due to the Operator's disposition of 
a Working Interest that is not yet binding on the other Parties; or 

(Ii) a contract operating agreement or a farmout or other similar agreement under which a Party, an 
Affiliate of a Party or a third party conducts certain specific activities as the Operator's designate. 

Any such notice from a Non-Operator must be a bona fide notice that specifies the basis for replacement under this 
Subclause and Includes verifiable evidence substantiating that basis in reasonable detail. Subject to the 
restrictions in Subclause 2.06B on the appointment of a successor Operator, the Party with the largest Working 
Interest will then act as interim Operator on the same basis as in Subclause 2.06D, unless the Parties have 
otherwise appointed a successor Operator under Clause 2.06. 

Delayed Replacement-The Operator will be replaced and another Operator appointed under Clause 2.06 if: 

(a) at least two Parties holding at least 60% of the Working Interests agree, by notice to the other Parties 
(including as a single Party for this purpose any Affiliate thereof that is a Party), to replace the Operator, 
provided that a single Party holding at least a 60% Working Interest may, by notice to the other Parties, 
become the Operator hereunder, unless it: (i) would then be subject to immediate replacement under 
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Subclause 2.02A; or (ii) is then subject to a bona fide notice of default under Clause 5.05; 

(b) the Operator defaults in performance of any of Its duties or obligations hereunder (other than as 
contemplated in Paragraph 2.02A(e)) and does not begin to remedy diligently that default within 30 days 
after receiving a bona fide notice from Parties holding a majority of the Working Interests (excluding those 
of the Operator and any of its Affiliates that are Parties), specifying the default in sufficient detail to enable 
the Operator to understand its nature and requiring the Operator to remedy it, provided that the Operator 
will be replaced immediately by an Interim Operator under Subclause 2.060 if those duties or obligations 
must be fulfilled sooner to protect life, property or the environment; or 

(c) It receives a bona fide notice from Parties holding a majority of the Working Interests (excluding those of 
the Operator and any of its Affiliates that are Parties) that it has failed to remedy diligently a default it 
began to remedy under Paragraph 2.02B(b) and the basis for that determination in reasonable detail. 

2.03 Challenge Of Operator 

A 

8. 

C. 

Challenge Notice-At any time after a Party has been the Operator for a continuous period of at least 2 years, any 
Non-Operator may give notice (the "Challenge Notice") to the other Parties that it is prepared to conduct Joint 
Operations on more favourable terms and conditions. It will Include In the Challenge Notice sufficient detail to 
enable the other Parties to evaluate the nature of the Challenge Notice and the effect the revised terms and 
conditions would have on Joint Operations. Within 60 days after receipt of the Challenge Notice, the Operator will 
notify the Parties if it is prepared to operate on the terms and conditions set out therein. If it is, it will promptly 
proceed to do so. and Subclause 2.03B will apply to it, mutatis mutandis. If it is not, it will resign as Operator 
effective not later than 45 days after that 60 day period. The Operator will be deemed to resign if it fails to deliver 
such a notice within that 60 day period. 

Successor Operates Under Challenge Notice-If the Operator resigns under Subclause 2.03A, a successor will be 
appointed under Clause 2.06, provided that the Party that served the Challenge Notice will become the new 
Operator if no other Party is prepared to operate on the terms and conditions set out therein. The new Operator will 
conduct Joint Operations on the basis set forth in the Challenge Notice. Any costs in excess of those set out 
therein in the 2 year period after becoming the Operator will be for its sole account. Notwithstanding Clause 2.04 
(but subject to Clause 2.09), the new Operator may not resign until it has acted as Operator for at least 2 years. 

Limitation On Issuance-A Party may not issue a Challenge Notice or become Operator thereunder if it: (I} is in 
default under Clause 5.05; or (ii} could be replaced immediately under Subclause 2.02A after becoming Operator. 

2.04 Resignation Of Operator 

An Operator may resign on giving the Non-Operators at least 45 days' notice of its Intention to resign, subject to: (i} the 
challenge and modification of terms and processes in Clauses 2.03 and 2.05 respectively; (ii) any earlier application of the 
replacement processes in Clause 2.02; or (iii) the selection of a successor Operator under Subclause 2.06C after a 
disposition by the Operator of all or a portion of its Working Interest. The resigning Operator will remain as Operator until the 
time that its replacement is effective under Subclause 2.06E. 

2.05 Modification Of Terms And Conditions By Operator 

A Party that has been the Operator for a continuous period of 2 years may give notice ("Operator's Notice") to the Non
Operators of the revised terms and conditions on which it would continue as Operator, provided that an Operator operating 
under a previous Operator's Notice may not serve another Operator's Notice until the previous one has been effective for at 
least 2 years. Within 60 days after receipt of the Operator's Notice, each Non-Operator will notify the Operator if it agrees to 
the Operator operating under those revised terms and conditions. A Non-Operator that fails to respond within that period will 
be deemed to agree to those revised terms and conditions. A Non-Operator that does not agree must give notice ("Counter
Proposal") to the other Parties of the terms and conditions upon which it would serve as the Operator. Any such Counter
Proposal will be deemed to be a challenge of the Operator. Clause 2.03 will apply. mutatis mutandis, as if it were a Challenge 
Notice, except that the Counter-Proposal will be compared to the terms and conditions proposed in the Operator's Notice. If 
no Party serves a Counter-Proposal, the Operator will thereafter operate under the Operator's Notice, with any excess costs 
for its sole account. Notwithstanding Clause 2.04 (but subject to Clause 2.09), it may not resign until it has operated for at 
least 2 years under any Operator's Notice that becomes effective. 

2.06 Appointment Of New Operator 

A. Appointment Of Successor As Soon As Practicable-The Parties will appoint a successor Operator under this Clause 
as soon as is practicable after: (I} removal of the Operator under Clause 2.02; (ii) receipt of notice from the Operator 
of its Intention to resign because of a disposition of all or a portion of its Working Interest; or (iii) receipt of a notice 
from the Operator of its intention to resign in other circumstances. 

8. Limitation On Appointment-Unless otherwise agreed by the Parties, no provision of this Article will appoint as the 
successor Operator: (i) a Party that would then be subject to immediate replacement under Subciause 2.02A 
(including an assignee that will be a Party when that appointment would be effective under Subclause 2.06E); (ii) a 
former Operator (or any Affiliate thereof) that was replaced under Clause 2.02 within the preceding 30 months; or 
(iii) a Party then subject to a bona fide notice of default under Clause 5.05. 
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C. Appointment Subiect To Parties' Approval-Subject to the other provisions of this Article and the right of a qualified 
Affiliate to become the Operator under Clause 2.09, the Parties will appoint a successor Operator by the affirmative 
vote of at least VNO Parties that are not Affiliates and that collectively hold greater than 50% of the Working 
Interests. That vote will be conducted by notice from a Party to the other Parties, and the former Operator is eligible 
to vote if then a Party. Subject to any earlier application of Clause 2.02, the following will apply to any such 
appointment of a successor Operator because of the Operator's disposition of all or any of Its Working Interest 
under Article 24.00: 

(a) the Operator will notify the other Parties of that disposition in a timely manner, Including in that notice the 
identity of the proposed assignee, the closing date for that disposition and confirmation if that assignee 
wants to be considered as the successor Operator; and 

(b) the Operator will continue to represent the disposed Working Interest until that disposition is effective 
pursuant to the "CAPL Assignment Procedure· under Subclause 24.04A, and it may vote for its assignee 
as its successor, even though that assignee is not yet recognized as a Party for that Working Interest. 

A Party that does not notify the other Parties of its vote for a successor Operator within 15 Business Days after its 
receipt of a notice requesting confirmation of a successor Operator will be deemed to vote for the successor 
Operator proposed therein. A Party that holds at least a 60% Working Interest may, by notice to the other Parties, 
become the Operator. If there are only two Parties when the appointment of a successor Operator is to take effect, 
the Non-Operator may, by notice to the other Party before that time, become the Operator, provided that such Non
Operator must hold more than a 40% Working Interest if the appointment Is because of the Operator's disposition 
of its Working Interest. Parties that are Affiliates will be regarded as a single Party for this Subclause. 

D. Temporary Appointment Of Operator-No Party may be appointed as Operator under this Clause unless it gives its 
written consent to the appointment. However, the Party (other than the outgoing Operator) with the largest 
percentage Working Interest (including for this purpose an assignee that will be a Party at the time of replacement) 
will act (or continue to act) as interim Operator if the Parties have not appointed a successor Operator before the 
replacement of the Operator Is effective under Subclause 2.06E, provided that the Party that held that largest 
Working Interest for the longest time will be the interim Operator if at least two Parties hold that same percentage of 
Working Interest. The preceding sentence will apply, mutatis mutandis, until appointment of a successor Operator 
under this Clause if an Operator Is being replaced Immediately under Clause 2.02. 

E. Effective Time Of Replacement-Subject to Subclause 2.06B and except for any immediate replacement of the 
Operator under Subclause 2.02A or Paragraph 2.02B(b}. a replacement of Operator will be effective at: 

F. 

(a) 0800 hours on the first day of the second month after a determination to replace the Operator under 
Subclause 2.02B or a selection of a successor Operator under Subclause 2.06C; 

(b) 0800 hours on the day that the assignment of a Working Interest assigned by the Operator to its Affiliate is 
effective hereunder if that Affiliate is succeeding it as Operator under Clause 2.09; 

(c) such time as may be prescribed by Clause 2.03, 2.04 or 2.05, as applicable; or 

(d) such other time as the Parties may otherwise agree. 

Subject to: (i) the preceding sentence; (Ii) any appointment of an interim Operator under this Article; or (iii) any 
agreement to the contrary by the Parties, the outgoing Operator will retain all of its rights and obligations as 
Operator hereunder that accrue during the interim period until its replacement as Operator is effective. 

No Recourse For Removal-An Operator that resigns or Is replaced In accordance with this Article will not have any 
claim or recourse against the other Parties because of its resignation or replacement. 

2.07 Transfer Of Property On Change Of Operator 

At the effective time of the Operator's resignation or replacement prescribed by Subclause 2.02A or 2.06E, as applicable, the 
outgoing Operator will deliver to the successor Operator possession of: 

(a) 

(b) 

(c) 

(d) 

the wells being drilled or operated by the Operator hereunder, except any wells for which the successor Operator is 
not then entitled to information, which excepted wells will be operated by the Party determined under Clause 10.04 
until the successor Operator becomes entitled to that information; 

all Production Facilities or other Joint Property, including funds and any production not delivered in kind; 

copies of the relevant books and records kept for the Joint Account; and 

all documents, agreements, authorizations, licences and other records relating to the Joint Property transferred 
hereunder, other than proprietary information developed by the Operator for its own account. 

The outgoing Operator will continue to: (i) remain responsible for any unsatisfied obligations that accrued to it before the 
effective time of its replacement or resignation; and (ii) retain its rights for any amounts owing to it under this Agreement that 
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accrued before that time. Except as provided in this Clause, it otherwise will be released from (and the successor Operator 
will assume) all of the Operator's duties and obligations as of that time. 

2.08 Audit Of Account On Change Of Operator 

Within 180 days after a successor Operator commences to act as Operator, the Non-Operators may cause an audit to be 
made of the books and records kept by the outgoing Operator for the Joint Account and may cause an inventory of 
"Controllable Material" (as defined in the Accounting Procedure} to be taken. However: (I) no such audit or inventory will be 
conducted If the successor Operator is an Affiliate of the outgoing Operator; (ii) the scope of any such audit will be as agreed 
by the Parties before its commencement; and (iii) any such audit will be conducted concurrently with any audit that had been 
scheduled to be conducted under the Accounting Procedure during that 180 day period. The cost of any such inventory will 
be for the Joint Account. The cost of any such audit will be a charge for the account of the Parties other than the outgoing 
Operator (including the successor Operator), unless otherwise agreed by the Parties before its commencement. The Parties 
will conduct any such audit under the Accounting Procedure and, Insofar as not in conflict with the Accounting Procedure. the 
guidelines in the then most current PASC Joint Venture Audit Protocol Bulletin. 

2.09 Assignment Of Operatorship 

Clause 2.06 will apply to the appointment of a successor Operator if the Operator wishes an assignee that is not its Affiliate 
to succeed It as Operator after its disposition of a Working Interest to that assignee under Article 24.00. An assignee that is 
the Operator's Affiliate will become the Operator when that assignment becomes effective hereunder (without need for the 
Operator to issue a specific notice to that effect) if It has acquired all or substantially all of the Operator's Working Interest in 
the affected Joint Lands, unless it is disqualified by Subclause 2.06B. If the Operator's Affiliate succeeds it as Operator, the 2 
year time periods described in Clauses 2.03 and 2.05 due to a challenge or modification of terms will be calculated as if that 
assignment did not occur. 

3.00 FUNCTION AND DUTIES OF OPERATOR 

3.01 Control And Management Of Joint Operations 

A. 

B. 

Management Of Operations-The Operator wm consult with the Parties periodically about the exploration, 
development and operation of the Joint Lands, the construction, Installation and operation of any Production Facility 
and management of the Joint Property. It will keep them informed in a timely manner about Joint Operations 
planned or conducted by It. Subject to this Agreement, the Parties delegate to the Operator, on their behalf, 
management of the exploration, development and operation ofthe Joint Lands and management of the other Joint 
Property. However, the Operator does not have any obligation to initiate or optimize the exploration and 
development of the Joint Lands, except Insofar as this Agreement includes specific obligations to the contrary. 

Authorized Expenditures-Subject to the limitations on charges prescribed by the Accounting Procedure, the 
Operator may make such expenditures for the Joint Account as it considers necessary and prudent to conduct Joint 
Operations. However, It may not make an expenditure for the Joint Account for settlement of any damage claim or 
for any single Operation or other undertaking with a total settlement amount or bona fide estimated cost in excess 
of the applicable expenditure threshold prescribed by the Accounting Procedure (or $50,000 if the Accounting 
Procedure does not prescribe any such amount) without an approved AFE from the Parties, except insofar as the 
Operator reasonably determines that: 

(a) 

(b) 

an emergency exists (or is imminent) and the expenditure is then required: (i}forsafety or the protection of 
life or property; or (ii) to prevent or mitigate pollution or other Environmental Liabilities; or 

the expenditure is required by the Regulations (including any such expenditure to mitigate pollution or 
other Environmental Liabilities or to complete Abandonment, In due course, of any surface location 
associated with a Joint Operation or any Joint Property), where failure to make that expenditure at that 
time could result In prosecution of the Operator or the imposition of enforcement actions, penalties or any 
other material adverse formal consequence on the Operator under the Regulations. 

The Operator will promptly notify the Non-Operators of any expenditure it anticipates under Paragraph 3.01B(a) or 
(b). It will include In that notice sufficient detail to enable them to understand the event or requirement, the nature, 
scope and schedule of the expenditure and the anticipated associated costs. 

C. AFE Overexpenditures-A Party's approval of an AFE constitutes its approval of all expenditures necessary to 
conduct the Operation described therein, subject to the limitations on charges prescribed by the Accounting 
Procedure and Articles 8.00 and 9.00 for Horizontal Wells and a Casing Point election respectively. However, the 
Operator will, for Informational purposes only, promptly notify the Non-Operators if it Incurs or expects to incur 
expenditures for a Joint Operation that exceed the total amount estimated in the applicable AFE by more than the 
greater of $50,000 or 10%. It will Include In that notice its explanation for that overexpenditure and its revised cost 
estimate for that Joint Operation. If that Joint Operation relates to a well, the Operator will then provide estimates of 
current and cumulative costs incurred therefor on a daily basis where practicable and weekly estimates of forecast 
costs until that Joint Operation is completed. 
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3.02 Operator As Party 

The Operator has all of the rights and obligations of a Party with respect to its Working Interest. 

3.03 Independent status Of Operator And Contracting 

A. Independent Contractor-The Operator is an independent contractor in actlvltles hereunder. It will supply or cause to 
be supplied all material, labour and services reasonably necessary for Joint Operations. It will determine the 
number of employees and contractors required for Joint Operations, their selection, their hours of labour and their 
compensation, and they will be regarded as the Operator's employees and contractors. The Operator's status as 
an Independent contractor does not alter its responsibility for liability and indemnification, which will continue to be 
governed by Article 4.00 and the other provisions of this Agreement. 

B. Contracting-The Operator will award all contracts for the supply of goods and services for expenditures authorized 
hereunder in accordance v,~th good contracting practices in the oil and gas industry. It will consider such factors as 
reliability, safety. environmental protection, technology, cost, quality of service, delivery time and other factors 
relevant to the contract. It will normally award those contracts on a competitive basis, except for goods or services: 

(a) supplied by the Operator or an Affiliate of the Operator on the basis authorized by this Agreement or as 
otherwise authorized by the Parties; 

(b) obtained under a bona fide arm's length alliance arrangement (or other form of preferred supply 
arrangement) between the Operator and a supplier that applies generally to the Operator's operations in 
the area in which the Joint Lands are located, provided that the terms thereof are not unreasonable 
relative to the terms generally available in the marketplace for similar arrangements; 

( c) obtained in compliance with local preference requirements under the Regulations or the Title Documents 
or under the Operator's normal contracting policy for use of local suppliers; or 

(d) obtained under a bona fide arm's length contract having a total value of less than $50,000. 

3.04 Proper Practices In Joint Operations 

The Operator will manage all Joint Property and conduct all Joint Operations diligently, In a good and workmanlike manner, 
in compliance with the Title Documents and the Regulations and in accordance with good oilfield practice, including prudent 
reservoir management and conservation principles. Insofar as the Operator hires contractors hereunder, it will supervise 
them as is reasonable. Notwithstanding the preceding portion of this Clause, a breach of the obligations contained in this 
Clause will not result in any form of liability (whether In tort, con act or oth rwise o e O erator to the Parties, except 
insofar as the conduct to which the breach pertains constitute r6ss e Ii ence or Wilful Miscondu r which the Operator 
is solely responsible under Article 4.00. 

3.05 Health, Safety And The Environment 

A. Management Of HSE Risks-Without limiting the obligations In Clause 3.04, the Operator will conduct each Joint 
Operation in compliance with the Regulations pertaining to HSE. With the goals of achieving safety and reliability in 
Joint Operations and in avoiding adverse and unintended impact on the environment, property and the health or 
safety of people, the Operator will, in planning and conducting Joint Operations: 

(a) design and operate to standards that are intended to achieve sustained reliability and promote the 
effective management of HSE risks; and 

(b) apply structured and documented HSE management systems and procedures consistent with those 
generally applied by a responsible operator under similar circumstances to manage HSE and security 
risks effectively and pursue sustained reliability of operations, including: (I) internal processes to identify 
and minimize or address HSE risks; (ii) internal processes to address the response to any emergency; (iii} 
work rules that restrict or prohibit the possession or use of alcohol, illicit drugs and other controlled 
substances and weapons at the field location of Joint Operations; and (iv) Internal security processes to 
protect the Joint Property from harm, damage and theft. 

Notwithstanding the preceding portion of this Subclause, a breach of the obligations contained in this Clause 3.05 
will not result in any form of liability (whether in tort, contract or otherwise) of the Operator to the Parties, except 
insofar as the conduct to which the breach pertains constitutes Gross Negligence or Wilful Misconduct for which the 
Operator is solely responsible under Article 4.00. 

8. HSE Incidents-The Operator will promptly advise each Non-Operator of any HSE incident that it reasonably 
determines is significant. It will advise each of them of the measures taken by it, at the time and on a follow-up 
basis, to address the incident. with such consultation with the Non-Operators about those follow-up measures as is 
appropriate. It will prepare a formal incident report for any such incident in due course as reasonably warranted. 

C. Periodic HSE Inspections-The Operator will have its personnel inspect producing wells and Production Facilities 
held for the Joint Account at least annually with respect to HSE matters, provided that such Inspection will be 
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conducted at such earlier date as may be reasonably required to assess any HSE Incident. The Operator will cause 
a HSE audit to be conducted for the Joint Account at such frequency as the Operator reasonably determines is 
appropriate having regard to the nature of the Joint Property, using such criteria and qualified personnel as it 
reasonably determines are appropriate. 

D. HSE Reports-The Operator will provide each Non-Operator that so requests with a copy of any HSE Incident report 
or audit report obtained under Subclause 3.0SB or C, provided that, subject to the Regulations, each such report 
will be kept confidential under Article 18,00. The Operator will, as soon as is practicable, address and, where 
appropriate, rectify all deficiencies identified in that report. It will, upon request, provide the Non-Operators with a 
plan for addressing all deficiencies identified therein that remain outstanding at the time the Operator receives it. 

E. Non-Operator HSEAudft Rights-Any Non-Operator may conduct a HSE review or audit of any Joint Property or any 
Joint Operation at its own cost by reasonable notice to the Operator. If more than one Non-Operator wishes to 
conduct such a review or audit, they will attempt to coordinate their efforts to minimize the inconvenience to the 
Operator. A Party that conducts any such review or audit will provide a copy of the report to the Operator and any 
other Non-Operator that participated In that review or audit. The Operator will respond to the Non-Operators about 
any deficiencies identified therein In a timely manner, and Subclause 3.050 will apply, mutatis mutandis, thereto. 

F. Clause Does Not Create Duty On Non-Operators-Nothing in this Clause 3.05 is to be interpreted as imposing on 
any Non-Operator any duty to take action In circumstances in which the Operator's HSE performance is deficient. 

3.06 Protection From Liens 

The Operator will pay (or cause to be paid) all costs for goods and services supplied with respect to the Joint Lands, any 
Joint Operations and any other Joint Property as those costs become due. Except for the Operator's lien, the potential 
remedies for financial default provided in Clause 5.05 and undetermined or inchoate liens permitted or created under the 
Regulations, the Operator will keep the Joint Lands and the other Joint Property free from liens and encumbrances 
associated with payment of those costs and all other liens and encumbrances associated with payment of any taxes levied 
under the Regulations for the Joint Account, unless there is a bona fide dispute about any such payment. Insofar as there is 
such a bona fide dispute, the Operator will proceed In good faith and with reasonable diligence to resolve that dispute, and 
will take such other lawful and prudent steps as are reasonably appropriate to protect the Joint Property from seizure. 

3.07 Records And Accounts 

To minimize the possibility of materially inaccurate recording or reporting of transactions, assets or liabilities hereunder, the 
Operator will maintain Internal controls that, by industry practice. are appropriate. The Operator will keep and maintain true 
and correct records and accounts under this Agreement for the conduct of Joint Operations, the production of Petroleum 
Substances and the disposition thereof. The Operator will, upon request of a Non-Operator, permit it to: (i) inspect those 
records and accounts during normal business hours in the Operator's principal Canadian office or its applicable field office; 
(ii) make extracts or copies therefrom; and (iii) audit those records and accounts as provided in the Accounting Procedure, 
including the associated processes and procedures respecting internal controls. However. a Non-Operator will not have the 
rights granted under this Clause for a well for which it is not then entitled to information hereunder. 

3.08 Non-Operator's Rights Of Access 

The Operator will permit a Non-Operator's duly authorized representatives, at that Non-Operator's sole risk, cost and 
expense, full and free access at all reasonable times to each Joint Operation being conducted upon the Joint Lands or at any 
Joint Property, as well as the records on location of those Joint Operations, provided that: (i) the Operator has received 
reasonable prior notice of that intention and the name of each such representative; (ii) each such representative will bring 
such protective clothing as is appropriate having regard to anticipated weather conditions, the Operator's HSE requirements 
and the nature and location of those Joint Operations or that Joint Property; and (iii) the Operator may Impose such 
restrictions as are reasonable having regard to HSE, any agreed upon restrictions on access to well Information and site 
logistics. Insofar as any Losses and Liabilities are suffered by any other Party as a direct result of the act, omission or failure 
to act of a Non-Operator's representative under this Clause, that Non-Operator will be solely liable therefor and, in addition, 
will indemnify and save harmless each such other Party from and against them, except insofar as they result from a Non
Operator's representative following the Operator's Instructions. 

3.09 Surface Rights And Regulatory Licences 

The Operator will acquire, maintain and manage for the Joint Account all necessary surface rights and all licences, approvals 
or other rights of similar nature required under the Regulations for Joint Operations. In fulfilling that obligation, it will conduct 
such community and stakeholder consultation as is required by the Regulations and any such additional consultation it 
reasonably determines is appropriate. Insofar as that consultation pertains to a Joint Operation and any other operation, the 
Operatorn/411 allocate the associated costs between them on an equitable basis. Notwithstanding the preceding portion of this 
Clause and the financial authority granted by Paragraph 3.01 B(b), any costs required to be incurred by the Operator to hold 
licences or approvals under the Regulations will be for its sole account, insofar as those costs pertain to its unique corporate 
or organizational attributes. 

3.10 Maintenance Of Title Documents 

A. Title Admin;strator Maintains-Except as otherwise provided in this Agreement, each Party is responsible for paying 
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B. 

C. 

its share of lessor royalties under the Title Documents and its Working Interest share of any encumbrances borne 
for the Joint Account, subject to Clause 6.05 for any lessor royalties paid on behalf of a Non-Taking Party. Article 
10.00 for Independent Operations and Clause 12.02 for an assignment of a well. Except as otherwise provided in 
this Agreement, the applicable Title Administrator will, on behalf of the Parties and for the Joint Account, comply 
with the Title Documents, including the payment of rentals and other actions required to maintain them in good 
standing. However, nothing in this Subclause requires or permits the Operator or the Title Administrator to conduct 
any Joint Operation without the Parties' approval if Clause 3.01 requires their approval of an AFE therefor. A Party 
other than the Operator that is the Title Administrator has the same rights and obligations as the Operator for that 
role, including those provided under Clauses 5.05 and 5.06 if a Party defaults in paying its share of rentals and 
other land maintenance charges. Notwithstanding the preceding portion of this Subclause, a breach of the 
obligations contained In this Subclause will not result In any form of liability (whether in tort, contract or otherwise) of 
the Operator or the Title Administrator to the Parties, except Insofar as the conduct to which the breach pertains 
constitutes Gross Negligence or Wilful Misconduct for which it is solely responsible under Article 4.00. 

Consultation And Distribution Of Correspondence-The Title Administrator will consult with the Parties in a timely 
manner about any application it proposes to make to maintain the Title Documents ln good standing, Including: {i) 
continuation and grouping applications; (ii) any notice of pooling to a lessor of a Title Document; and (iii) any other 
material decisions about their maintenance, such as satisfaction of any offset requirement and payment of 
compensatory royalties. It will provide each other Party in a timely manner with a copy of material correspondence 
relating to the Title Documents, excluding any data to which that other Party is not otherwise entitled. This 
Subclause will apply. mutatis mutandis, to the Operator or any other Party for an application under the Regulations 
to obtain a holding or otherwise modify the Spacing Unit or drilling density that would apply to wells hereunder. 

Required Land Selection-If the Parties may select for retention some (but not all) of the Joint Lands subject to a 
Title Document because of: (i) Joint Operations that have been conducted; or (ii) a requirement under a Title 
Document to relinquish to its granter any of the Joint Lands subject thereto, the Parties will attempt to maximize the 
Joint Lands to be retained by them. The following will apply to that land selection, subject to any restrictions on 
selection under the Title Document or the Regulations: 

(a) the Parties holding a Working Interest therein will consult, at least 10 days before the date on which that 
land selection is required, to confirm the extent to which they agree on that land selection; and 

(b) Insofar as the Parties are unable to agree on that land selection, the Title Administrator will administer the 
following process to complete it: 

(i) the number of minimum size geographic units prescribed by the Regulations or the Title 
Document to complete the land selection will be multiplied by each Party's Working Interest to 
determine its entitlement to whole and partial selection units; 

(ii) the Parties will select the whole selection units attributable to each of them, on a selection unit by 
selection unit basis and in an order of individual selections determined by random draw; and 

(iii) insofar as any additional selection units remain because of remaining entitlements to partial 
selection units, the Parties will make selections in order of the greatest remaining entitlement to 
a partial selection unit until the land selection is complete, provided that the order of selection will 
be determined by random draw if the entitlements to partial selection units are equal. 

After conclusion of the land selection process, the Title Administrator will submit that land selection on behalf of the 
Parties in the manner prescribed by the Regulations or the Title Document. This Subclause will apply, mutatis 
mutand/s, to the applicable Participating Parties and their respective Participating Interests insofar as the land 
selection under this Subclause is because of an Independent Operation. 

D. Land Selection For Subclause 3. 1 0C And Clause 10. 10-lf the Joint Lands are subject to a Title Document to which 
Subclause 3.10C applies, a Party may, at any time not earlier than 6 months before the latest date the land 
selection may be made, require the Parties to select, for only the purpose of the Clause 10.1 O title preservation 
process, those Joint Lands to be retained hereunder on the same basis as provided in that Subclause. The Parties 
will make that land selection within 1 O days after receipt of that notice. Unless otherwise agreed, that land selection 
will be binding on them in determining if a well is a "Title Preserving Well" or if any Joint Lands are "Preserved 
Lands", as those terms are defined in Clause 10.10. 

E. Optional Extension-Insofar as any payments other than annual rentals (such as continuation fees, extension fees, 
penalty payments or compensatory royalties) must be paid to the grantor of a Title Document by a prescribed date 
to maintain au or a portion of the Joint Lands subject to that Title Document in good standing thereafter, the Title 
Administrator will, not later than 15 Business Days before that date, notify the other Parties of the affected Joint 
Lands and its recommendation for this right. Each other Party will notify the other Parties if it agrees with that 
recommendation within 7 Business Days after its receipt. A Party that fails to respond to that notice within that 
period will be deemed to concur with that recommendation. Insofar as some (but fewer than all) Parties exercise 
that right. a Party that does not pay its Working Interest share of that amount will forfeit its entire Working Interest in 
the Joint Lands that would otherwise revert to that granter, as of the date those Joint Lands otherwise would have 
reverted to the grantor. The Parties retaining their Working Interests will pay the amounts applicable to that forfeited 
Working Interest (and acquire it) proportionate to their respective Working Interests in the applicable Joint Lands, or 
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in such other proportions as they may agree. Clause 11.03 respecting a surrender by fewer than all Parties 
otherwise applies, mutatis mutandis, to any such forfeiture, including the retention of certain obligations by the 
forfeiting Party under Subclause 11.03C. 

3.11 Insurance 

A. Requirements Respecting Personnel-In conducting Joint Operations, the Operator 'Nill comply with the 
requirements of all Employment Insurance, Canada Pension, Workers' Compensation and Occupational Health and 
Safety legislation and all similar Regulations applicable to personnel conducting Joint Operations. The Operator 
will not suffer any bona fide claims or dues payable by it under those Regulations to become in arrears. 

B. Required Financial Responsibility-The Operator will, for the Joint Account. obtain and maintain all insurance 
policies, indemnities and other forms of financial responsibility required by the Regulations for Joint Operations 
insofar as those requirements cannot otherwise be satisfied by the Parties collectively or on an individual basis. 
However, the Operator is not required to confirm that a Party that represents it has satisfied any such requirement 
has done so. Insofar as those requirements pertain to evidence of "control of well" or "seepage and pollution" 
insurance, the Parties will determine how those requirements will be satisfied or the request to be made to 
regulatory authorities to modify them. 

C. Required Insurance-In addition to the obligations In Subclauses 3.11A and B, Alternate_ below (Specify (a) or 
(b)) will apply: 

D. 

Alternate (a) (Prescribed Policies To Be Maintained) 
The Operator will, before any Joint Operation is Commenced, obtain from reputable insurers and thereafter 
maintain for the Joint Account and benefit of the Parties and their respective directors, officers and employees, the 
following policies of insurance: 

(i) ·automobile liability lnsurancen for all motor vehicles, snowcraft and all terrain vehicles, owned or non
owned, operated or /icenced by the Operator, insofar as they are used in Joint Operations, with an 
inclusive bodily injury, death and property damage limit of $5,000,000 per occurrence; 

(ii) "commercial general liability insurance': with an inclusive bodily injury, death and property damage limit of 
$5,000,000 per occurrence, including "employer's liability", "contingent employer's liability", "contractual 
liability", "contractor's protective liability", "sudden and accidental pollution liability" and "products and 
completed operations liability"; and 

(iii) "aircraft liability insurance" for all aircraft, owned or non-owned, operated or licenced by the Operator, 
insofar as they are used in Joint Operations and including "passenger hazard'; with an inclusive bodily 
;njury, death and property damage limit of $10,000,000 per occurrence. 

Alternate (b) (No Prescribed Policies To Be Maintained) 
It is the Parties' intention that, except as provided in Subclause 3.11B and in Article 4.00, the cost of any accident, 
Joss or any claim of or liabiNty to third parties or to each other for bodily Injury, death or property damage arising out 
of any Operation will be borne individually by them in proportion to their Participating Interests therein. 

Conditions-This Subclause will apply to any insurance policies maintained for the Joint Account under this Clause. 

(a) The amount of the deductible for any such insurance policy may not exceed the amount of the expenditure 
threshold applicable under Subclause 3.01 B without the Parties· prior approval, such approval not to be 
unreasonably withheld or delayed. 

(b) If the required policies are, in the Operator's reasonable opinion, unavailable or available only at an 
unreasonable cost, it will promptly notify the Non-Operators, so that the policies to be maintained 
hereunder may be reassessed. Subject to this Clause, policies obtained for the Joint Account (Including 
any renewal thereof) may contain terms, conditions or exclusions affecting or limiting the risks covered 
thereby or the circumstances under which the insurer may be required to indemnify or compensate the 
Parties, provided those terms, conditions or exclusions are, in the Operator's reasonable opinion, ordinary 
or appropriate and the best available from the marketplace on reasonable terms. The Operator must 
obtain the Parties' prior consent for any such change to be made for the term of the relevant policy or 
policy renewal after it has been acquired, such consent not to be unreasonably withheld or delayed. 

(c) If any losses, damages, claims or liabilities respecting Joint Operations are covered by insurance policies 
maintained for the Joint Account, payments made by the Operator therefor are chargeable to the Joint 
Account lfthey have been approved by the insurers or are otherwise authorized hereunder. The Operator 
will diligently attempt to process claims under those policies, and will promptly credit the Joint Account the 
amount it recovers thereunder. Insofar as any such loss, damage, claim or liability is determined not to be 
borne for the Joint Account, It will promptly adjust accounts accordingly after that determination. 

(d) The Operator Will use reasonable efforts to ensure that each insurance policy maintained for the Joint 
Account under this Clause Includes a provision that: (i) coverage is primary to any other coverage carried 
by the Parties (other than any maintained bya Party to reduce its exposure to a deductible); (ii)the policy 
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E. 

F. 

G. 

will survive the default, insolvency or bankruptcy of the insured for claims arising out of an event before 
that default, insolvency or bankruptcy; (iii) the insurer will endeavour to provide the Operator with 30 days' 
written notice of cancellation of, or a material change to that policy; and (iv) waives all rights of the insurer, 
by subrogation or otherwise, against the Parties and their respective directors, officers and employees. 

Each Patty Responsible-Except as provided In this Clause or otherwise in this Agreement, each Party is 
responsible for insuring or self-insuring its own Working Interest In the Joint Property for physical damage to 
property. loss of Income, control of well. seepage and pollution and any other risk not required to be insured for the 
Joint Account. Each Party will ensure that each such policy maintained for its own account Includes waivers of all 
rights, by subrogation or otherwise, against the other Parties and their respective directors, officers and employees. 

Notfflcation Of Damage-The Operator will notify each Non-Operator of damages or losses incurred respecting its 
Working Interest as soon as practicable after their discovery. The Operator will provide it with such assistance and 
materials as are reasonably required to substantiate those damages or losses for the purposes of its insurance. 

Requirements For Contractors And Subcontractors-The Operator will, with respect to all Joint Operations, use 
reasonable efforts to have its contractors and subcontractors working at or near the location of the Joint Lands: 

(a) comply with Employment Insurance, Canada Pension. Workers' Compensation and Occupational Health 
and Safety legislation and all other similar Regulations applicable to workers employed by them; and 

(b) carry insurance policies in such amounts as the Operator deems necessary, provided that those policies 
must include waivers of all rights. by subrogation or otherwise, against the Parties and their respective 
directors, officers and employees. 

H. Operator To Provide Evidence-If requested by any Non-Operator, the Operator will provide it in a timely manner 
with evidence of insurance for each Insurance policy maintained by the Operator for the Joint Account. 

3.12 Production Statements And Reports 

Prior to the 25th day of each month, the Operator will provide each Non-Operator with a statement showing production 
volumes, inventories, volumes available for sale and deliveries in kind hereunder during the preceding month, insofar as the 
Non-Operators do not otherwise have independent access to that information under the Regulations. The Operator will 
submit all reports for Joint Operations and the production of Petroleum Substances as required by the Regulations, and will 
provide a Non-Operator with a copy of any such report upon request. 

3.13 Taxes 

The Operator will Initially pay, for the Joint Account, all taxes levied against the Joint Property (including, subject to the 
Regulations. the Working Interest share of any freehold mineral taxes), except Income taxes and other levies assessed 
against the Parties individually. However, the Operator may decline to pay freehold mineral taxes if it is not the lessee under 
the particular Title Document under which they accrue. The Operator will promptly forward to each Party a copy of any tax 
notice or assessment it receives for any tax or assessment against the Joint Property that is not borne for the Joint Account. 

3.14 Measurement 

The Operator will test the accuracy of any metering equipment held as Joint Property and operated by the Operator to 
measure produced Petroleum Substances or related emissions. It will conduct such tests at such frequency as is required 
under the Regulations or at such greater frequency as is reasonable, having regard to such matters as the type and volume 
of those Petroleum Substances. It will conduct each such test using recognized engineering methods not less stringent than 
those prescribed by the Regulations. The Parties will handle measurement differences related to measurement error 
identified by such a test on the basis prescribed by the Accounting Procedure or, in the absence of such handling, by 
reference to the practice prescribed by the standard form 1999 model PJVA Construction, OWnership and Operating 
Agreement (or the most current replacement therefor then endorsed for use by the Petroleum Joint Venture Association). 

4.00 LIABILITY ANO INDEMNIFICATION OBLIGATIONS 

4.01 Indemnification Of Operator 

This Clause applies except insofar as the Operator: {i) is solely responsible for any Losses and Liabilities under Clause 4.02; 
or (ii) may otherwise be liable to any Party for breach of any of its contractual obligations as Operator under this Agreement, 
other than for its duties under Clause 3.04, Subclause 3.05A or Subclause 3.10A. The Parties will indemnify and save 
harmless the Operator, its Affiliates and their respective directors, officers and employees from and against all Losses and 
Liabilities arising directly out of the Operator's performance of its duties under this Agreement, including those of such 
Losses and Liabilities arising by reason of, or which may be attributable to, any act. omission or failure to act of the Operator 
or its Affiliates and their respective directors, officers, agents, contractors or employees in planning or conducting any Joint 
Operation. All such Losses and Liabilities for which that indemnification applies will be for the Joint Account, and v.111 be 
borne by the Parties (including the Operator) in proportion to their respective Working Interests. 
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4.02 Limit Of Operator's Legal Responsibility 

The Operator, its Affiliates and their respective directors, officers and employees will not be liable to any of the Non
Operators for any Losses and Liabilities resulting from or in any way attributable to or arising out of any act, omission or 
failure to act, whether negligent or otherwise, of the Operator or its Affiliates and their respective directors, officers, agents, 
contractors or employees in the performance of the Operator's duties under this Agreement (including those in planning or 
conducting any Joint Operation}, except insofar as: 

(a} those Losses and Liabilities are a direct result of, or are directly attributable to the Gross Negligence or Wilful 
Misconduct of the Operator, its Affiliates or their respective directors, officers, employees, agents or contractors; 

(b) the Operator may otherwise be llable to any Party for breach of any of its contractual obligations as Operator under 
this Agreement, other than for its duties under Clause 3.04, Subclause 3.05A or Subclause 3.10A; or 

(c) those Losses and Liabilities relate to a risk against which the Operator is required to carry insurance for the Joint 
Account and those Losses and Liabilities are wlthln the limits of that required insurance (insofar as they exceed the 
authorized deductible thereunder), provided that this Paragraph will not apply insofar as: (i) the insurer is financially 
unable to pay a valid claim thereunder; (Ii) that insurer Is determined by a court of competent jurisdiction not to be 
required to make payment thereunder; or (iii) that insurer denies liability under that policy and the matter is settled 
with the Parties prior to a determination of the issue by a court. 

Insofar as Paragraph 4.02(a}, (b) or (c) apply to impose obligations on the Operator for certain Losses and Liabilities, the 
Operator will, subject to Clause 4.04, be solely llable for them and, in addition, indemnify and save harmless each Non
Operator and its Affiliates, directors, officers and employees from and against those Losses and Liabilities. Hov,19ver, all such 
Losses and Liabilities wlll initially be for the Joint Account until the Operator's responsibility therefor is finally determined, at 
which time it will promptly effect any required adjustment of accounts. 

4.03 Provisions Apply To Non-Operators 

A. 

B. 

Non-Operator Conducts Acffvity For Joint Account-Clauses 4.01 and 4.02 will apply, mutatis mutandis, to the 
Parties for any Joint Operation or other activity a Non-Operator has been authorized to conduct hereunder for the 
Joint Account. 

Joint Account Judgment Enforced Against Non-Operator-Clause 4.01 will apply, mutatis mutandis, to any Losses 
and Liabilities suffered by a Non-Operator, its Affiliates and their respective directors, officers and employees as a 
result of enforcement against that Non-Operator of an award of damages that is borne for the Joint Account. All 
such Losses and Liabilities wlll be shared by the Parties proportionate to their Working Interests. 

4.04 No Responsibility For Extraordinary Damages 

No provision herein wlll make the Operator, any other Party or any of their respective Affiliates, directors, officers or 
employees responsible for any Extraordinary Damages suffered by any other Party (including any Losses and Liabilities for 
which the Operator would otherwise be solely responsible under Clause 4.02), except insofar as the damaged Party is 
entitled to be Indemnified hereunder by the Operator or another Party for any such damages suffered by third parties. The 
preceding sentence also applies to any Extraordinary Damages suffered by a Party in contract because of another Party's 
breach of this Agreement. 

5.00 JOINT COSTS AND EXPENSES 

5.01 Application Of Accounting Procedure 

The Accounting Procedure will be the basis for all charges and credits for the Joint Account, except insofar as it conflicts with 
this Operating Procedure or the Head Agreement. The Operator will maintain accounting and financial records for the Joint 
Account in accordance with established accounting practices in the oil and gas industry and in a manner in which charges 
and credits hereunder can be accessed separately from those kept by It for operations not conducted hereunder. It Is the 
Parties' general Intention that the Operator not gain a profit or suffer a loss because it is the Operator, subject to: (i) the 
Accounting Procedure; (ii) the supply of certain goods or services by the Operator under Subclause 3.03B; (iii) management 
of a Non-Taking Party's production under Article 6.00; and (Iv) any liability or indemnification obligations that accrue solely to 
the Operator for a breach of its obligations under this Agreement. 

5.02 Operator To Pay And Recover From Parties 

The Operator will initially pay all costs and expenses incurred for the Joint Account, subject to the Accounting Procedure and 
the capital advance process in Clause 5.03. It will charge each Party (and each Party will pay) its Working Interest share of 
those costs and expenses as required by the Accounting Procedure, subject at all times to each Party's subsequent right to 
verify those charges on the basis provided in this Agreement. 

5.03 Advance Of Expenditures 

A. Advance Request-The Operator may, by notice to the Non-Operators, require each of them to advance its Working 
Interest share of the costs the Operator reasonably expects to pay for the Joint Account under an approved AFE in 
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a particular calendar m?nth, provided that th~ Operator may not make that request earlier than the first day of the 
calendar month preceding the month for which the advance is requested. Subject to Subclauses 5.03B and c, 
each Non-Operator will pay Its share thereof to the Operator on or before the later of: (i) 20 days after its receipt of 
the Operator's itemized written estimate of those costs and request for payment· and (ii) the 15th day of the month 
to which that estimate relates. ' 

B. Adiust"!ents-The Operator will adjust each monthly billing to reflect advances received under this Clause. Costs 
exceeding the requested advances will be billed by the Operator and paid by the Non-Operators under the 
~ccounti_ng Procedure. The Operator will either refund to each Non-Operator amounts advanced by it in excess of 
rts Working lntere~t share of actual co:>ts paid f?r the month to which the advance pertained or retain those 
amounts to reduce its share of the following month s advance proportionately. However, the Operator must refund 
any _such excess amount Insofar as it exceeds that Non-Operator's Working Interest share of the advances 
applicable to the month to which the advance pertained and the following month. The default provisions of Clause 
5.05 will apply, mutatis mutandis, to any such excess amounts not managed by the Operator in this manner. 

C. Security For Payment-Notwithstanding Subclause 5.03A: 

(a) the Operator may, by notice, require a Non-Operator to secure payment of its Working Interest share of 
costs for an approved Joint Operation in a manner satisfactory to the Operator, acting reasonably, if it 
reasonably believes that the Non-Operator may be unable to pay those costs as and when due hereunder; 

(b) a Non-Operator that does not believe that this request is reasonable will notify the Operator of its 
objection, and those Parties will resolve the matter under the dispute resolution process in Article 21.00; 

(c) that objecting Non-Operator is not required to comply with the Operator's request until a determination 
under Article 21.00 that the request was reasonable, subject to Paragraph 5.03C{d) and provided that this 
does not otherwise affect its obligation under the Accounting Procedure to pay amounts owing by it for 
that Joint Operation; 

(d) a Non-Operator requested to secure payment under this Subclause may not dispute the request under 
this Subclause and Article 21.00 if that Non-Operator: (i) has been placed into bankruptcy or receivership; 
(ii) is then subject to debtor relief protection under the Bankruptcy and Insolvency Act (Canada), the 
Companies' Creditors Arrangement Act (Canada) or similar Regulations; or (iii) has been served a bona 
fide notice of default under Subclause 5.05B during the preceding 6 months; and 

(e) a Non-Operator that secures payment under this Subclause through an irrevocable standby letter of credit 
will establish it in favour of the Operator with a canadian chartered bank. The Operator may then draw on 
the letter of credit on the same basis as in Subclause 5.03A or on such other basis as is provided in this 
Agreement for amounts to be paid with respect to a Joint Operation. 

5.04 Forecast Of Operations 

The Operator will, in a timely manner after a Non-Operator's request, consult with the Non-Operators to create a written 
forecast outlining all anticipated Joint Operations during the next 12 month period and their estimated costs. Any such 
forecast is for informational purposes only. It does not commit any Party to propose or conduct any Operation described 
therein or restrict any Party from issuing an Operation Notice therefor. 

5.05 Operator's Lien And Default Remedies 

A. 

B. 

Operator's Uen-As of the effective date of the Agreement or such later date as this Schedule applies to the affected 
Joint Lands, the Operator will have a lien and charge with respect to the interest of each Party in the Joint Lands, 
the wells and equipment thereon, the Petroleum Substances produced therefrom and any other Joint Property, to 
secure payment of that Party's share of the costs and expenses incurred for the Joint Account. Subject to the 
Regulations, that lien and charge has priority over any other lien, charge, mortgage or other security interest 
applicable to those interests, provided that this will not preclude a Party from entering into any bona fide financing 
that requires a pledge or the granting of other security. 

Default Remedies-It is the Parties' general intention that the remedies in this Clause only be used on a bona fide 
basis Y-llth respect to failure to pay amounts owing hereunder. Subject to the last paragraph of this Subclause and 
the Regulations, if a Non-Operator does not pay as and when due any amounts required to be paid by it under 
Clause 5.02, the Operator may, without limiting its other rights hereunder or otherwise held at law or in equity: 

(a) charge that Non-Operator compound interest, as computed monthly, on that unpaid amount from the day 
that payment is due until the day it is paid. Interest will accrue at the rate of 2% per annum higher than the 
rate designated as the prevailing prime rate for canadian commercial loans by the principal Canadian 
chartered bank used by the Operator, regardless of whether the Operator has notified that Non-Operator 
in advance of its intention to charge interest on that unpaid amount; 

(b) withhold from that Non-Operator any further Information and rights with respect to Joint Operations, which 
information and rights will be supplied or restored to It promptly after the default is fully rectified, provided 
that this does not permit the Operator to: (i) incur any expenditure for the Joint Account that requires 
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approval under Subclause 3.01 B; (ii) deny the right of that Non-Operator to issue or receive any notice 
served hereunder: or (iii) deny that Non-Operator's rights hereunder with respect to any such notice; 

(c) set-off against that unpaid amount, any amount payable to that Non-Operator from the Operator 
hereunder or under any other agreement then in effect between them (including any separate agreement 
created under Article 13.00 because of an inconsistency in Working Interests), without any right of that 
Non-Operator to set-off or counter-claim: 

(d) maintain actions against that Non-Operator for ail such unpaid amounts and interest thereon on a 
continuing basis. as if those payment obligations were liquidated demands payable on the date they were 
due to be paid, without any right of that Non-Operator to set-off or counter-claim; 

( e) treat the default as an immediate and automatic assignment to the Operator of that Non-Operator's share 
of produced Petroleum Substances and the right to dispose of them on its behalf at a Market Price on 
whatever terms the Operator can arrange, acting reasonably, after having given at least 5 Business Days· 
prior notice to that Non-Operator of the specific intention to use this remedy. The Operator wlll apply the 
proceeds from any such disposition to the amount owed by that Non-Operator hereunder, including 
accrued interest. The Operator will thereafter acquire the proceeds from any such disposition for that Non
Operator's account until such time as lt resumes responsibility for disposing its share of those Petroleum 
Substances. Insofar as the Operator has acted within the authorities granted to it in this Paragraph, that 
Non-Operator will indemnify the Operator for any Losses and Liabilities suffered by the Operator because 
of defects in that Non-Operator's title to those Petroleum Substances, including any contractual 
obligations to deliver any of those Petroleum Substances to a third party: 

(f) assume that defaulting Non-Operator's share of unpaid and remaining costs pertaining to a Joint 
Operation to which the default pertains, by specific notice to that defaulting Non-Operator and the other 
Non-Operators of the exercise of the remedy ln this Paragraph. The Operator will also identify in that 
notice the amount then owing by that defaulting Non-Operator for that Joint Operation and any application 
of Subparagraph 5.05B(f}(iii) to that Joint Operation. That defaulting Non-Operator will then be deemed to 
be a Non-Participating Party with respect to the unpaid and future costs of that Joint Operation, and Article 
10.00 respecting Independent Operations will apply, mutatis mutandis, thereto, notwithstanding any prior 
election by lt to participate in that Joint Operation, subject to the following: 

{i) that Non-Operator may avoid the consequence in this Paragraph by paying the amount owed by 
it for that Joint Operation, including accrued interest. within 5 Business Days after being notified 
by the Operator of the application of this remedy to its participation in that Joint Operation; 

(ii) within 5 Business Days after being notified by the Operator of the application of this remedy to 
that defaulting Non-Operator's unpaid share of costs of that Joint Operation, each other Non
Operator may elect if lt will ass1.,1me any share of that defaulting Non-Operator's share of costs 
therein on the same basis as under Subclause 10.02C, mutatis mutandis, provided that: (1) the 
Operator will be deemed to have elected thereunder to assume its proportionate share of all 
available interest on a pro rata basis without any limitation thereunder; and (2) a Non-Operator 
that does not respond to the Operator's notice during that period will be deemed to elect not to 
assume any portion of that defaulting Non-Operator's share of costs; 

(iii) the Operator will reimburse to that defaulting Non-Operator any costs already paid by it for that 
Joint Operation if a forfeiture of any Joint Lands will apply to that defaulting Non-Operator under 
Clause 10.10 as a result of it becoming a Non-Participating Party. The Operator will reimburse 
that amount to that defaulting Non-Operator within 20 Business Days after the Parties' election to 
assume that defaulting Non-Operator's share of the cost of that Operation under this Paragraph. 
The Parties will share responsibility for that reimbursed amount in the same proportions as 
determined under Subparagraph 5.05B(f){ii); 

(iv) the Operator will not be permitted to recover any such unpaid amount from the Non-Operators 
through the reimbursement process in Clause 5.06; and 

(v) the Operator waives its rights to pursue the defaulting Non-Operator for any amount owing by it 
with respect to a Joint Operation if the Operator effects the remedy in this Paragraph for costs 
not paid by that Non-Operator with respect to that Joint Operation: and 

(g) provided that the Operator obtains any required court order confirming a disposition under this Paragraph 
before it is completed, enforce the lien referred to in Subclause 5.05A on the following basis: 

(i) by taking possession of and using free of charge any part of that defaulting Non-Operator's 
Working Interest in the Joint Lands and other Joint Property and all of its rights relating to that 
Working Interest until the default is fully rectified; 

(ii) subject to Paragraph 5.05B(f) and the other Subparagraphs of this Paragraph (but 
notwithstanding Clauses 6.01 and 24.01 respecting the handling of production and dispositions 
respectively), by disposing of any Working Interest of which it has taken possession in whole, in 
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D. 

E. 

F. 

G. 

H. 

part or in separate parcels, at public auction or by private tender on whatever terms it may 
arrange, having given at least 1 O Business Days' prior notice to that Non-Operator of the time 
and place of that disposition; 

{iii) the Operator may only dispose of that Working Interest for such price and on such conditions as 
it determines on a bona fide basis are reasonable, having due regard to the possible recovery of 
funds for that Non-Operator in excess of the amount owed by It hereunder; 

(Iv) that disposition will be without prejudice to the Operator's claim for deficiency, and will be free 
from any right of redemptipn by that Non-Operator, which right ls hereby waived, and that Non
Operator also waives all formalities prescribed by custom or by law respecting that disposition; 

(v) the Operator will apply the proceeds of that disposition to the amount then owing to it by that 
Non-Operator under this Agreement, including accrued interest and reasonable costs Incurred by 
it in making that disposition, such as reasonable legal fees and disbursements on a solicitor and 
its own client basis; and 

(vi} the Operator will promptly pay the balance then remaining to that Non-Operator. 

Any such disposition will be a perpetual bar at law and in equity against that Non-Operator and its assigns 
and against all other persons claiming an interest through it in that disposed Working Interest. The 
Operator will deliver to that Non-Operator all transfers, assignments and other conveyance documents 
required to effect that disposition. That Non-Operator will execute and return them to the Operator within 5 
Business Days after their receipt. It hereby authorizes the Operator to act as its attorney for their execution 
without further authorization at the time if it does not execute and return them to the Operator within that 
period, and it agrees to ratify all la,-vful actions taken on its behalf by the Operator as its attorney. 

The Operator may issue a notice to that Non-Operator specifying the default and requiring it to be remedled. and 
the Operator 'Nill provide a copy of that notice to the other Non-Operators for informational purposes. The Operator 
may exercise the rights granted in Paragraph 5.05B(b) immediately after issuance of that default notice. Subject to 
compliance with any additional notice requirement prescribed by the applicable Paragraph, the Operator may not 
exercise the rights granted In Paragraphs 5.05B(c)-(g) until expiry of the following periods after issuance of that 
default notice: (1) 30 days for Paragraphs 5.05B(c)-(f); and (2) 60 days for Paragraph 5.05B(g). 

Operator To Issue Statement Of Account-After request by a Party subject to a notice of default served under this 
Clause, the Operator 'Nill Issue a statement to it ln a timely manner that identifies in reasonable detail the amount it 
owes hereunder and all debits and credits against that amount on a month-by-month basis. 

Remedies Are Cumulative-The rights and remedies granted to the Operator under this Clause are cumulative, and 
may be exercised separately or in combination. Subject to any application of Clause 1.07 to the time for 
commencing legal proceedings and any application of Paragraph 5.05B(f) to cause a defaulting Party to become a 
Non-Participating Party, the Operator's exercise, or failure to exercise, any rights and remedies available to it 
hereunder, at law, In equity or under the Regulations does not limit Its rights or remedies for the particular default or 
release the defaulting Non-Operator from any other obligations that have accrued to it under this Agreement. 

No Merger-The obligation to pay interest at the rate specified In Paragraph 5.05B(a) applies until the financial 
default is rectified, and will not merge into ajudgmentforprinclpal and interest, or either of them. The Parties waive 
the application of any Regulations to the contrary. insofar as permitted thereunder. 

Operator's Records As Prima Facie Proof-The Operator's bona fide records constitute prima facie proof of the 
existence of any financial default hereunder, subject to a Non-Operator's rights of inspection and audit hereunder. 

Default By Operator-The Non-Operators that assumed the Operator's share of costs or expenses incurred for the 
Joint Account because of a default of the Operator may appoint a Non-Operator as their representative to enforce 
their rights under this Clause, pending the appointment of a new Operator under Article 2.00. That appointed 
representative may then exercise any of the rights and remedies otherwise available to the Operator hereunder, 
mutatis mutandis, to rectify that default. 

Recove,y Of Royalty Amounts-A Party that is required to pay royalties on behalf of another Party (or its 
predecessor in Interest) to maintain any of the Title Documents in good standing after that other Party's default in 
payment of royalty to the grantor thereof may exercise any of the rights and remedies otherwise available to the 
Operator under this Article, mutatls mutandis, to recover the additional royalties paid by it because of that default. 

5.06 Reimbursement Of Operator 

If: (I) the Operator has not received full payment of a Party's share of the charges incurred for the Joint Account within 60 
days after the date payment was due; and (ii) the Operator has not made that Party a Non-Participating Party under 
Paragraph 5.05B(f). the Operator may bill each other Party for a fraction of that unpaid amount, excluding interest thereon. 
That fraction 'Nill have: 

(a) as its numerator - the Working Interest of that Party; and 
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(b) as its denominator - the total Working Interests of all Parties except the defaulting Party. 

Each such Party will pay the amount owing by It within 30 days after receipt of that bill. Each such contributor will then be 
proportionately subrogated to the Operator's rights under Clause 5.05 for that default and to the Interest thereafter payable 
on the unrecovered portion of its contribution. 

5.07 Commingling Of Funds 

A. Commingling Permitted-The Operator may commingle with Its own funds monies that it receives for the Joint 
Account or otheiwlse on behalf of a Non-Operator hereunder. However, its right to commingle funds will terminate 
(and the obligation to segregate funds held hereunder will accrue) if Parties holding the majority of the Non
Operators' Working Interests (excluding any Affiliate of the Operator that is a Party) serve notice to such effect to 
the Operator If the Operator cannot be replaced Immediately under Subclause 2.02A after notice thereunder that 
any of Paragraphs 2.02A(a), (b), (c) or (d) apply. 

B. Funds Held In Trust-The right to commingle funds has been granted to the Operator as an administrative aid to 
perform its duties hereunder. Notvvithstandlng any such commingling, any funds paid to, received by or held by it 
on behalf of a Non-Operator will be deemed to be held by It in trust on behalf of that Non-Operator, including any 
such funds held on behalf of: (I) a Non-Taking Party under Article 6.00; (ii) the applicable Participating Parties for 
distribution of certain amounts to them under Subclause 10.13E; or (ill} a delinquent Party under Clause 23.02. 
Those funds will be applied only to their intended use, and will not be deemed to belong to the Operator. 

6.00 OWNERSHIP AND DISPOSITION OF PRODUCTION 

6.01 Each Party Owns And Takes Its Share Of Production 

A. Take In Kind-Each Party owns its Working Interest share of Petroleum Substances produced from wells operated 
for the Joint Account. Each Party will have the right and obligation · ind and separately dispose of its 
share of that production at its own expense, subject only to e consequences prescribed in this Article for any 
failure to fulfill that obligation. The Operator will measure and deliver into the possession of each Party, at the First 
Point of Measurement ( or the first practicable delivery point thereafter if delivery Is not practicable at the First Point 
of Measurement), its share of that production, excluding production that has been unavoidably lost and production 

B. 

used by the Operator in producing Operations conducted for the Joint Account. Prior to that delivery, the risk of lij 
of production will be for the Joint Account, except to the extent provided in Article 4.00. Each Non-Operator will, 
within a reasonable time prior to applicable pipeline nominations or scheduling deadlines, provide the Operator with 
such information about its arrangements for disposition of that production as the Operator may reasonably require 
to fulfill its obligations under this Article. 

Transportation SeNice-The Operator may not contract gathering, processing or transportation service for the Joint 
Account without the Parties' approval, except insofar as that contracted service: (i) is on terms that are not 
unreasonable; (ii) may be terminated on notice without any use obli a · · · · 
and (iii) does not provide for any dedication of reserves. A Party disposing of a Non-Taking Party's share of 
production under this Article may, for that Non-Taking Party s account, contract only for such gathering, processing 
and transportation service as Is reasonable to facilitate that disposition. 

6.02 Parties Not Taking In Kind 

A. Operator's Authority To Dispose-Insofar as a Party is a Non-Taking Party and notvvithstanding Clause 6.01, the 
Operator has the authority (but not the obligation) to dispose of that Non-Taking Party's share of production under 
an arrangement with a term not exceeding 31 days, unless that arrangement Is terminable at any time on not more 
than 31 days' notice by the Operator without an early termination penalty or other cost. The Operator may sell tha~ 
production at a Market Price to a third party in a bona fide arm's length agreement or rurchase it at the First Point 
of Measurement for the account of the O erator(or its Affiliate) ata Market Price. It wll account to that Non- I al<m 

ocee s om tha dispos 10n, ess: 1 ees for all dire pr ssing, transportation and other 
product enhancement pertaining to that production (insofar as they have not already been deducted in the 
calculation of Market Price): and (ii) the applicable marketing fee prescribed by Clause 6.04. 

B. Consent For Safes Exceeding 31 Days-Insofar as the Operator proposes to dispose of a Non-Taking Party's share 
of produced Petroleum Substances under a sales contract that has a term greater than 31 days or which is not 
terminable at any time on notice of 31 days or less without an early termination penalty or other cost: 

(a) the Operator will notify the Non-Taking Party of that intention and provide it with a summary of the terms of 
the proposed sales contract in sufficient detail to enable it to determine if it wishes that production to be 
sold under that proposed sales contract; 

(b) the Non-Taking Party will notify the Operator, within 5 Business Days after its receipt of that notice (or by 
such later time as the Operator may prescribe in its notice), if it consents to the sale of its share of 
production thereunder, provided that it will be deemed to refuse its consent to that sale if it fails to deliver 
notice to the Operator within that period; 

(c) if that Non-Taking Party consents to that sale, the Operator will sell that production under that sales 
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C. 

contract. If it does not consent to that sale, it wlll state In its notice if it intends to commence taking that 
production in kind and separately disposing of it, and, if so, it will promptly supply the Operator with the 
information required by the Operator under Clause 6.01; and 

(d) if that Non-Taking Party does not consent to that sale and does not proceed to take that production in kind 
and separately dispose of it, the Operator will dispose of it under Subclause 6.02A. 

Non-Taking Party Commences To Take In Kind-A Non-Taking Party that intends to exercise its right to take in kind 
and separately dispose of its share of production under this Article will notify the Operator of that intention and 
promptly supply the information required by the Operator under Clause 6.01. That notice Will be effective at the end 
of the term of any sales contract or purchase agreement under which that production is being handled by the 
Operator under this Clause, or at the date that sales contract is terminated, if terminable by the Operator at an 
earlier date. If that sales contract is terminable by the Operator, that Non-Taking Party must serve its notice at least 
7 Business Days before any specified date on which the Operator is required to serve notice of termination to the 
applicable purchaser thereunder. 

6.03 Operator Does Not Take In Kind 

Insofar as the Operator is a Non-Taking Party or it does not Intend to dispose of production not being taken In kind by a Non
Taking Party under Clause 6.02, it will notify the Non-Operators In a timely manner. The Operator will include in that notice 
the information required by them to exercise their rights under this Clause, including the forecast incremental production 
volumes and, if applicable, the time when thatfailure to take production will begin. The Non-Operators, or any of them, will 
have the same rights and obligations for that production as the Operator has under Clause 6.02, and will promptly provide 
the information required by the Operator under Clause 6.01 for delivery of that production. The Non-Operators exercising 
those rights will do so in proportion to their Working Interests, or in such other proportions as they may agree, and Will 
attempt to coordinate their instructions to the Operator for disposition of that production. For so long as the Operator is a 
Non-Taking Party, it will advise those Non-Operators periodically under Subclause 6.02C when and to the extent it intends to 
take In kind and separately dispose of its share of production. Insofar as a Non-Taking Party's share of production is 
handled under this Clause, the Operator may, by notice to the Non-Operators, exercise its rights under Clause 6.02 for the 
disposition of production not taken in kind, whereupon it will assume responsibility for management of that production after 
termination of any contract entered into for that production under this Clause. 

6.04 Marketing Fee 

Insofar as a Party disposes of a Non-Taking Party's production under Clause 6.02, it may charge a marketing fee of: 

(a) 1.25% of the proceeds of sale of that production. calculated (through an adjustment to the applicable Market Price) 
at the wellhead, for all Petroleum Substances delivered at the wellhead, provided that there will be a minimum 
marketing fee of $0.05/gigajoule for any natural gas delivered at the wellhead; or 

(b) 1.25% of the proceeds of sale of that production, calculated (through an adjustment to the Market Price) at the 
outlet of the applicable gas plant, for all Petroleum Substances delivered at or after that location, provided that there 
will be a minimum marketing fee of: (i) $0.05/gigajoule for natural gas; and (ii) $1/tonne for sulphur. 

6.05 Payment Of Lessor's Royalty 

A. 

B. 

Disposing Party May Pav Royalty-Each Party will pay the lessor's royalty and all other amounts required under the 
Title Documents for its share of production of Petroleum Substances. Notwithstanding the distribution of proceeds 
in Clause 6.02, a Party disposing of a Non-Taking Party"s production under Clause 6.02 or 6.03 may, by notice to it, 
pay those royalties and other amounts attributable to that production on its behalf. A Non-Taking Party will provide 
such information as is reasonably required to enable that disposing Party to pay those amounts. The disposing 
Party will deduct amounts so paid from amounts payable to that Non-Taking Party under Clause 6.06. 

Indemnification ff Disposing Party Pays Royalty-A Non-Taking Party will indemnify each Party, its Affiliates and their 
respective directors, officers and employees with respect to any Losses and Liabilities suffered by any of them with 
respect to the calculation and payment of a Non-Taking Party's share of royalties and other amounts under 
Subclause 6.05A, provided that: (i) those payments are consistent with the information available to that Party about 
the royalties and other amounts payable on behalf of the Non-Taking Party; and (ii) the distribution of proceeds to 
the Non-Taking Party under Clause 6.06 ls consistent with the payments made under this Clause. 

6.06 Distribution Of Proceeds To Non-Taking Party 

A Payment To Non-Taking Party-Subject to the preceding provisions of this Article, a Party that disposes of a Non
Taking Party's share of production under Clause 6.02 or 6.03 will hold those sale proceeds on behalf of that Non
Taking Party on the same basis as provided in Clause 5.07. However, that disposing Party will be deemed to have 
received proceeds for that share of production if the applicable purchaser fails to pay for it, unless that disposing 
Party can reasonably demonstrate that: (i) such production was specifically sold under that particular contract; and 
(ii) the disposing Party has made reasonable efforts to collect the applicable amount owing from that purchaser. It 
will pay the Non-Taking Party those sale proceeds, less those deductions and fees prescribed by this Article, not 
later than the 25th day of the second month after the production month. Upon request of a Non-Taking Party, it will 
provide the Non-Taking Party in a timely manner with a statement that shows in reasonable detail the manner in 
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which that amount was calculated. If actual production data is not available at such time, it may calculate those sale 
proceeds based on its reasonable estimate of the applicable production volumes, provided that this amount will be 
identified as an estimate in that statement. It will apply any positive or negative adjustments for a prior payment 
period to the sale proceeds accruing to a Non-Taking Party for the next production month, and will identify any such 
adjustment in reasonable detail in the applicable statement. 

B. Default Remedies Apply-The default provisions of Clause 5.05 will apply, mutatfs mutandis, between the Non
Taking Party and a disposing Party for the outstanding amount if: (i) a disposing Party does not pay any amount 
payable to a Non-Taking Party under Subclause 6.06A by the time prescribed therein; or (ii) if not previously 
deducted from the proceeds of that sale hereunder, that Non-Taking Party does not pay the direct processing, 
transportation and other product enhancement expenses or the marketing fee applicable to that production Within 
30 days after being invoiced therefor by that disposing Party. 

C. Amounts Calculated Monthly-A disposing Party will calculate the proceeds of sale of a Non-Taking Party's share of 
production under Clause 6.02 or 6.03 and the applicable marketing fee prescribed by Clause 6.04 once each month 
having regard to the volume of production taken by each Party in the entire production month. 

6.07 Audit By Non-Taking Party 

Insofar as a Party disposes of a Non-Taking Party's share of production. the audit provisions of the Accounting Procedure 
will apply, mutatis mutandis, between that Party and that Non-Taking Party for the determination of production volumes and 
the costs associated With that sale. However, the disposing Party will not be required to provide auditors with access to any 
contract under which it sells Its own Working Interest share of production, except insofar as the audit is conducted by the 
Non-Taking Party's external auditors under reasonable conditions of confidentiality. 

6.08 Disposing Party To Be Indemnified 

A Non-Taking Party will indemnify the Party that disposes of its share of production under this Article for any Losses and 
Liabilities suffered by it because of defects in that Non-Taking Party's title to that production. 

7.00 OPERATOR'S DUTIES IN CONDUCTING JOINT OPERATIONS 

7.01 Pre-Commencement Requirements 

If the Operator proposes to conduct a Joint Operation, the following conditions will apply: 

(a) The Operator will submit an AFE therefor to each Non-Operator for approval, if required by Clause 3.01 . That AFE 
will be void unless each Non-Operator has returned an approved copy thereof to the Operator within 30 days after 
its receipt. The Operator will promptly notify the Non-Operators if that AFE has been approved by all of them; 

(b) The Operator may not Commence a Joint Operation described in an approved AFE more than 120 days after that 
AFE is deemed to be received by the Non-Operators, provided that this period Will be increased by 30 days for a 
Joint Operation respecting a Production Facility and it will be the period permitted for Commencement under the 
Regulations if that AFE is for an Operation required to be committed to under the Regulations as a condition of the 
extension of a Title Document. If that Operation is not Commenced within the applicable period, that AFE Will be 
void, except insofar as the Parties consent in writing to that delay; 

(c) Submission or approval of an AFE Will not preclude any Party from serving an Operation Notice for the Operation 
proposed in that AFE. Approval of that initial AFE by all Parties before expiration of the response period for the 
Operation Notice under Clause 10.02 Will nullify that Operation Notice. However, the Operation will be conducted 
as a Joint Operation under that Operation Notice if the initial AFE is not so approved and all Parties elect to 
participate in the proposed Independent Operation through their responses to the Operation Notice; and 

(d) If the Operation is the drilling of a well for the Joint Account, the Operator will submit to each Non-Operator at least 
48 hours before Spudding that well: 

(i) a copy of the plan of the well location survey, the application for that well licence and, when available, a 
copy of that well licence; and 

(ii) a copy of the proposed program for drilling, coring, logging, testing and casing that well, and, subject to 
the Casing Point election in Article 9.00, a Non-Operator will be deemed to have approved the program, 
unless It otherwise notifies the Operator within 7 days after its receipt. 

7.02 Drilling Information And Privileges Of Non-Operators 

During the drilling of a well for the Joint Account, the Operator will provide to each Non-Operator: 

(a) prompt notice of the Spud date of that well; 

(b) the Kelly Bushing elevation; 
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(c) daily drilling and geological reports; 

(d) access to the Operator's samples of the cuttings offormations penetrated and a complete sample description, or, if 
requested by a Non-Operator and at its own expense, its own set of those samples; 

(e) access to all cores taken and copies of any core analysis conducted for the Joint Account; 

(f) prompt advice of any porous formations with showings of Petroleum Substances encountered and the proposed 
tests, if any, to be run on those porous formations; 

(g) a reasonable opportunity for each Non-Operator to have a representative present to observe any tests conducted 
under Paragraph 7.02(f), subject to Clause 3.08 respecting access to a well site; 

(h) access to each well, including derrick floor privileges, subject to Clause 3.08; and 

(i) estimates of current and cumulative costs Incurred for the Joint Account. 

7.03 Logging And Testing Information To Non-Operators 

After a well drilled for the Joint Account reaches its projected total depth (or earlier, if any such Joint Operations are to be 
conducted before that well reaches its projected total depth), the Operator will, unless otherwise agreed: 

(a) run agreed log surveys and supply each Non-Operator, in a timely manner, with a copy of each such log; 

(b) test it in accordance with the approved program; 

(c) make such further tests as are warranted of any porous formations with showings of Petroleum Substances 
encountered or Indicated and, subject to Clause 3.08 respecting access to a well site, provide each Non-Operator 
with a reasonable opportunity to observe any such tests; 

(d) take such mud and drlllstem test fluid samples as are appropriate to obtain accurate resistivity, mud filtrate and 
formation water readings, and supply each Non-Operator with the information therefrom in a timely manner; and 

( e) supply each Non-Operator, in a timely manner, with copies of each wireline or drillstem test run and the applicable 
service report, including copies of pressure charts. 

7 .04 Well Completion And Production Information To Non-Operators 

During any Completion conducted for the Joint Account, the Operator will Complete that well In accordance with the 
approved program. It will supply each Non-Operator with current reports on all Completion activities, including: (i) a summary 
of the casing program; (Ii) the location and density of perforations; (iii) details of formation treatment and stimulation; (iv) 
results of back pressure tests; (v) daily Completion reports; and (vi} estimates of current and cumulative costs incurred for 
the Joint Account. It will promptly provide each Non-Operator with all relevant information pertaining to any formation tests 
and production tests conducted on that well and daily advice as to the nature, rate and amount of Petroleum Substances and 
other fluids produced from that well. 

7.05 Well Information Subsequent To Completion 

Subsequent to the Completion of any well for the Joint Account, the Operator will supply to each Non-Operator: 

(a} copies of any directional, temperature, caliper or other well surveys conducted for that well; 

(b) copies of any petroleum, natural gas, water or other substance analyses made respecting that well, provided that It 
will supply representative samples of water and Petroleum Substances ( other than natural gas) from each test if it 
does not make analyses of water and Petroleum Substances; 

(c) a complete summary of the drilling and Completion of that well; 

(d) notice of commencement of production of any Petroleum Substances from that well; and 

(e) Initial production rates and the nature, kind, and quality of Petroleum Substances and any other substances 
produced from that well. 

7.06 Data Supplied In Accordance With Established Standards 

The Operator will supply all data under this Article in accordance with established industry standards. 

7.07 Additional Testing By Fewer Than All Parties 

Any Party may, at Its sole risk and expense (including rig costs}, conduct such other or additional tests of its choosing in the 
Joint Lands v.1th respect to a well drilled hereunder in which it is participating after giving notice to each other Party of its 
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intention to do so and offering them the opportunity to participate therein on the same basis as contemplated in Clause 
10.02. However, It may not conduct any such test If the Operator reasonably determines that the wellbore is not in 
satisfactory condition for that purpose and gives notice to that effect to that Party, including therein the basis for that 
determination. Subject to that participation right, the Casing Point election in Article 9.00, the conduct of additional 
Operations in a well under Clause 10.08 and the confidentiality obligations in Article 18.00, a Party conducting any such test 
will retain all rights thereto, and it is not required to provide information therefrom to any other Party. The liability and 
indemnification obligations in Clause 10.18 will apply, mutatis mutandis, as if that additional testing program were an 
Independent Operation. 

8.00 HORIZONTAL WELLS 

8.01 Definitions - Article 8.00 

In this Article 8.00: 

"Horizontal Leg" means any single well bore downhole from the point of kickoff from a Vertical Stratigraphic Wellbore if a 
portion of that wellbore is drilled with an Inclination of at feast 80 degrees into a formation. 

"Horizontal Well" means a well that includes a Horizontal Wellbore or a Horizontal Leg. 

"Horizontal Wellbore" means any single wellbore not consisting of one or more Horizontal Legs, where a portion of that 
wellbore is drilled with an inclination of at least 80 degrees Into a formation. 

"Vertical Stratigraphic Wellbore" means a wellbore which Is drilled vertically with the Intent that one or more Horizontal 
Legs may be kicked off from that wellbore, and which portion of that wellbore is uphole of the point at which a given 
Horizontal Leg is kicked off from that wellbore. 

8.02 AFE Or Operation Notice For A Horizontal Well 

A. Operation May Vary From AFE Or Operation Notice-Notwithstanding the definition of AFE, an AFE or an Operation 
Notice for a Horizontal Well may include a range of potential Operations, including a Vertical Stratigraphic Wellbore 
and one or more Horizontal Legs of various lengths kicking off from that Vertical Stratigraphic Wellbore. However, 
no such AFE or Operation Notice may include as its primary target more than one formation. Subject to the 
limitations on variation contemplated in Subclause 8.02B because of the situations encountered as that Horizontal 
Well ls drilled, no such AFE or Operation Notice will be invalid because the Operation eventually conducted varies 
from the Operation proposed therein because of the length, direction or eventual bottomhole coordinates of one or 
more of the proposed Horizontal Wellbores or Horizontal Legs. 

B. Limitation On Variance-Notwithstanding Subclause 8.02A, the Operator of a Horizontal Well may not vary it from 
the description in the associated AFE or Operation Notice by: (i) drilling a different number of Horizontal Wellbores 
or Horizontal Legs than the number Identified therein; or (ii) intentionally varying (other than as required to address 
drilling difficulties) the length or direction of any single Horizontal Wellbore or Horizontal Leg so that the bottom hole 
coordinates thereof are not within a radius of 75 metres of the bottom hole coordinates presented therefor in the 
associated AFE or Operation Notice (or such greater radius as may be agreed with respect to the particular AFE or 
Operation Notice). An approved AFE or Operation Notice for a Horizontal Well will not apply insofar as Operations 
are conducted In breach of this Subclause, and any such Operations must be conducted pursuant to further 
approvals of the Parties or under a separate Operation Notice, as applicable. 

8.03 Well Evaluation And Kickoff Of Vertical Stratigraphic Wellbore 

A. Horizontal Wei/bores-Article 9.00 will not apply to the drilling of a Horizontal Well bore. The Parties will evaluate that 
well on such basis as has been previously agreed by them. 

B. Verlical Stratigraphic We/fbores-Notwithstanding the definition of Casing Point. Article 9.00 will apply, mutatis 
mutandis, to the Parties participating In a Vertical Stratigraphic Wellbore for a program to kick off one or more 
Horizontal Legs therefrom after the Vertical Stratigraphic Wellbore has been drilled to its final depth. A Party may 
not elect to participate in only some Horizontal Legs if that program includes the driillng of more than one Horizontal 
Leg. Clause 10.08 relating to a Deepening or Sidetracking will apply, mutatis mutandis, if any Party subsequently 
proposes to drill any additional Horizontal Leg from that Vertical Stratigraphic Wellbore. 

9.00 CASING POINT ELECTION 

9.01 Agreement To Drill Not Authority To Complete 

Subject to Article 8.00 for Horizontal Wells and any specific commitment in any other drilling AFE to set casing as required by 
the Regulations or as otherwise integral to the drilling of the well to its proposed depth, agreement to drill, in whole or in part, 
a well for the Joint Account is not a Party's agreement to participate in: (i) the setting of casing for production; {ii) the further 
attempted Completion of that well; or (iii) any Completion program described in the drilling AFE. All such additional 
expenditures for setting casing and the Completion of that well are subject to approval on the basis prescribed by this Article. 

26 



9.02 Election By Parties Re Casing And Completion 

A Operator's Proposed Program-The Operator will Immediately notify the Non-Operators when a well drilled, in whole 
or in part. for the Joint Account has been drilled to its authorized total depth and the authorized logs and wireline or 
drillstem tests have been conducted. Subject to any qualifications in Clause 9.01, the following will then apply: 

(a) the Operator will also notify the Non-Operators at that time, as applicable, of any program It proposes to 
set casing for production and to Complete that well, and will promptly provide an AFE for that program; 

(b) the Operator may structure that program so that a specific proposed Completion program in addition to the 
setting of that casing may be conducted separately using a service rig if that portion of the program will be 
Commenced not later than 120 days after receipt of that notice; 

(c) the Operator will be deemed to have satisfied its obligation to notify the Non-Operators of its proposed 
program if it notifies them at that time that a contingent program for setting casing for production and 
Completing that well and any associated cost estimate provided with the AFE for drilling that well still 
reflects Its proposed program and cost estimate; and 

(d) notwithstanding this Clause and Clause 9.03 for the consequences of non-participation, the Operator may 
limit Its proposed program to setting casing for production and Suspending that well, so that It may be re
entered for the conduct of a Completion program proposed subsequently under Clause 10.08. 

B. Response To Program-Each Non-Operator will have a period of 24 hours after its receipt of the logs and results of 
the tests in which it participated and the information prescribed by Subclause 9.02A to notify the Operator if it will 
participate in setting casing for production and any associated additional Completion program for that well. That 
election will be on the same basis as under Subclauses 10.02C-E for determination of the Participating Interests in 
that Operation and as under Clause 10.05 for a well with a divided status. A Party will be deemed to elect to 
participate in the Operator's proposed program If it fails to reply to that notice within that 24 hour period. A Party 
that elects to participate in that Operation will be deemed to accept that program unless it notifies the Parties within 
that period that it objects to that program. However, a Party may limit its participation in that Operation to setting 
casing and Suspending that well, by notice to the Operator. 

C. Material Modifications To Proposed Program-The Operator will forthwith notify the Parties if it intends to alter 
materially the program proposed under Subclause 9.02A because of a Party's objections, and will include in any 
such notice the objections and its proposed modifications to that program. Each Party may re-elect if it will 
participate in that modified program, by notice to the Operator within 12 hours after its receipt of that notice. 

D. Outcome Of Elections-The applicable Parties will proceed to set casing for production and attempt, if applicable, to 
Complete the well for production of Petroleum Substances if any of the Parties elect to participate in the program 
proposed by the Operator under this Clause, and Clause 10.08 will apply to additional Operations conducted in the 
well. The Operator will Abandon that well in a timely manner if none of the Parties elect to participate therein and 
the Operator does not proceed with it. 

9.03 Consequences If Fewer Than All Parties Participate 

This Clause applies if fewer than all Parties set casing for production and further attempt to Complete a well that Is 
Completed for production of Petroleum Substances under this Clause. That Operation will be considered an Independent 
Operation under Article 10.00, as if It were for a Development Well or an Exploratory Well, as applicable, subject to any 
potential forfeiture under Clause 10.1 O insofar as the well is a "Title Preserving Well" (as defined in Clause 10.10). However, 
the Drilling Costs and any costs of casing assumed under Subclause 9.02B by a Party will not be Included in any cost 
recovery applicable to that Party under Paragraph 10.07A(e). 

9.04 Abandonment Of Well After Completion Attempt 

This Clause applies if fewer than all Parties that participated in drilling a well conduct further Operations under Clause 9.02. 
The Parties that participated in those Operations will notify the drilling Parties that did not participate in those Operations of 
any later intention to Abandon that well. The Parties will Abandon that well for the Joint Account if the wellbore is Abandoned 
within 6 months after expiry of the election period in Subclause 9.02B, except that: 

(a) the Parties participating in that Completion attempt will assume all extra costs of that Abandonment incurred 
because of that Completion attempt: and 

(b) Subclause 10.09B \viii apply, mutatis mutandis, to: (i) income received from the sale of Petroleum Substances 
produced from that well within that 6 month period; (ii) any amounts received from the sale of salvable material and 
equipment pertaining to that well; and (iii) subject to Paragraph 9.04(a), the costs of Abandonment of that well. 

The Parties participating in an Operation conducted under this Article will be solely responsible for the costs of Abandoning 
that well if that well bore is not Abandoned within that 6 month period, subject to any reacquisition of participation in that well 
by a Non-Participating Party under Clause 10.07 or 10.08. 
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9.05 Provisions Of Article 10.00 To Apply 

Article 10.00 will apply, mutatis mutandis, to any Operation conducted under this Article by fewer than all Parties, except 
insofar as those provisions would conflict with those contained In this Article. 

10.00 INDEPENDENT OPERATIONS 

10.01 Definitions -Article 10.00 

In this Article: 

"Independent Operation" means an Operation proposed to be conducted under this Article. 

"Independent Well" means any portion of a well in which an Independent Operation is conducted. 

"Non-Participating Party'' means a Party that does not participate in an Independent Operation, provided that a Party that 
elected under Subclause 10.0SF for an Equipping or Subclause 10.13B for a Production Facility to: (i) take its share of 
production in kind; or (ii) pay any applicable usage fee 'Nill not be a Non-Participating Party for that Independent Operation. 

"Operation Notice" means a notice of intention to conduct an Independent Operation that 9 
(i) its nature, includlng any information required under Article 8.00 for a Horizontal Well; 

(ii) its proposed location, including any information required to be provided under the definition of AFE about the 
surface and bottomhole coordinates of a well, if applicable; 

(Iii) its anticipated Commencement and estimated duration; 

(iv) any application of Paragraph 10.02B(a), (b} or (c} to the response period therefor, including, in reasonable detail, 
the basis for the conclusion that such Paragraph applies; 

(v) the classification, if applicable, as a Development Well or Exploratory Well and any expected application of the title 
preserving process in Clause 10.10 thereto, including a description of the Joint Lands to which Clause 10.10 would 
be expected to apply, subject to the potential application of Subclause 10.10G to any applicable disputes; 

(vi) any application of the divided well status process in Clause 10.05 or the dual use process in Clause 10.06 to a well 
and the additional information required under the applicable Clause; and 

(vii) an AFE for the proposed Independent Operation, provided that an AFE that does not form part of an Operation 
Notice issued under this Article 10.00 will not by Itself be construed as an Operation Notice. 

"Participating Party" means a Party that participates in the Independent Operation, including the Proposing Party. 

"Proposing Party" means the Party that issued an Operation Notice. 

"Receiving Party'' means a Party entitled to receive an Operation Notice, provided that a Non-Participating Party subject to 
a cost recovery with respect to an existing well will not be regarded as a Receiving Party for any further Operation Notice 
respecting that well, except for: (i) the rights granted to it under Subclause 10.07B for a Recompletion of a well In a formation 
for which it received a reimbursement under Paragraph 1 O.OSC(b ); (ii) the rights granted to it under Subclause 10.08B for a 
Recompletlon of a well in which it had participated in setting production casing; (iii) the rights granted to it under Subclause 
10.0SC for the Deepening or Sidetracking of that well; and (iv) any other re-election rights it may have at law or in equity. 

10.02 Proposal Of Independent Operation And Responses 

A. 

8. 

Operation Notice May Be Issued-Subject to the other provisions of this Article, a Party may, at any time, issue at 
Operation Notice to the other Parties for an Operation: (i) on or 'Nith respect to the Joint Lands; or (ii) for the 
construction, acquisition, installation, modification or expansion of a Production Facility. A Party may serve a 
Operation Notice for a well (and the provisions of this Clause will apply to it) during the period in which a holding or 
other amendment to the Spacing Unit or drilling density is required to produce that well from a formation that Is 
already productive in another well, provided that: (i) the required application has been submitted under the 
Regulations; and (ii) the application has not then been rejected thereunder. The Operation Notice and all elections 
thereunder will be void if that application has been rejected under the Regulations prior to expiry of the response 
period to that Operation Notice. 

Response Period-Subject to the last Paragraph of this Subclause and the additional election rights for a Production 
Facility under Subclause 10.13B, a ReceiVing Party is deemed to have elected not to participate in an Independent 
Operation unless, within 30 days after its receipt of the associated Operation Notice, it has notified the Proposing 
Party that it elects to participate therein. However, that 30 day response period will be reduced to: 

(a) 15 days after receipt of that Operation Notice if it is for a well and It states that the proposed Operation is 
being conducted to evaluate lands specified therein being offered for public tender by a regulatory 
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authority within 60 days after that receipt. However, an Operation wm only be regarded as being 
conducted for that evaluation if: (i) any of those lands are within 1.6 kilometres of the well location; (ii) the 
stratigraphic rights included In those lands include any formation that corresponds to those being 
evaluated in the Joint Lands by that well; and (iii) the evaluation of any such formation(s) by that well 
would reasonably be expected to occur before the date of that offering by public tender; 

(b) 48 hours after receipt of that Operation Notice If: (i) the Operation Notice is for an Operation on an existing 
well under Clause 10.08 for a: Deepening; Sidetracking; re-entry and Completion of a Suspended well; 
Recompletion; or Reworking; (ii) the drilling or service rig to be used is then on location for a prior 
Operation on that well; and (iii} that Operation Notice states that such rig is so located. However, no 
Operation Notice Issued under this Paragraph during the response period prescribed under this Clause for 
that prior Operation will be deemed to be received by a Party until the earlier of its election for that prior 
Operation or expiry of the response period therefor. All incremental expenses accruing during that 48 
hour period because of issuance of that Operation Notice, inch,1ding standby time, will be for the account 
of the Participating Parties if that Operation is Commenced, but only for the account of the Proposing 
Party if that Operation is not Commenced. Those incremental expenses will be included in the costs of the 
additional Operation hereunder; or 

(c) 7 Business Days after receipt of that Operation Notice if the Operation Notice is for an Operation under 
Subclause 10.06C and: (i) the Operation Notice complies with the requirements in Paragraphs 10.06C(a)
(d); (ii) the drilling or service rig to be used is then on location for prior work on that well; and (iii) that 
Operation Notice states that such rig is so located. All incremental expenses accruing during that 7 
Business Day period because of issuance of that Operation Notice. including standby time. will be for the 
account of the Participating Parties if that Operation is Commenced, but only for the account of the 
Proposing Party if that Operation is not Commenced. Those incremental expenses will be included in the 
costs of the additional Operation hereunder. 

A Receiving Party will also provide to the other Receiving Parties a copy of its response to the Proposing Party, but 
failure to provide that copy will not affect the validity of its response to the Operation Notice. Notwithstanding the 
preceding portion of this Subclause, a Receiving Party may defer Its response to an Operation Notice under: (i) 
Subclause 10.02F because of the distance between a proposed well and certain other wells hereunder; (ii) 
Paragraph 10.06C(c) because of the requirement to be provided certain well information from a well to which an 
equalization applies under Clause 10.06; and (iii) Subclause 10.13B because of an objection that the proposed 
Operation does not satisfy the requirements in the definition of Production Facility. 

C. Determination Of Participation-Each Party may participate In a proposed Independent Operation in the proportion 
that its Working Interest bears to those of the Participating Parties. A Proposing Party, in an Operation Notice and 
a Receiving Party, in its response thereto, may elect to participate therein: 

(a) only to the extent of its Working Interest; or 

(b) to the extent of Its Working Interest and increased by its proportionate share of: (i) the unassumed 
percentage of participation for that Independent Operation; and (ii) any then remaining Participating 
Interest on a pro rata basis until the Participating Parties have fully assumed the Participating Interests 
therein, provided that a Participating Party that elects to assume a Participating Interest greater than its 
Working Interest under this Paragraph may include In that election a limitation on the maximum total 
Participating Interest it is prepared to accept for that Independent Operation. 

A Participating Party (including the Proposing Party in its Operation Notice) that does not specify the level of its 
participation under this Subclause will be deemed to have elected to participate for its proportionate share of all 
remaining Participating Interests under Paragraph 10.02C(b) without any limitation thereunder. 

D. Interests Initially Not Fu/Iv., Subscribed-The Proposing Party will notify the Participating Parties as soon as 
practicable (but not later than 5 Business Days after expiry of the response date for the Operation Notice in any 
event) if they have not fully assumed the Participating Interests in an Independent Operation afterthe elections in 
Subclause 10.02C. The Operation Notice will be deemed to be withdrawn if the remaining Participating Interests 
are not otherwise assumed within 5 Business Days after the Proposing Party provides that notification. However, 
each of those 5 Business Day periods will be reduced to 12 hours If the response period for the Operation Notice 
was 48 hours or less. 

E. Notification Of Outcome-If fewer than all Receiving Parties elect to participate in the proposed Independent 
Operation, the Proposing Party will notify the other Parties within 5 Business Days after completion of the election 
process in Subclauses 10.02C and O how the costs, risks and benefits of that Independent Operation will be shared 
or advising them that it is withdrawn under Subclause 10.020. The Operator of an Independent Operation will, for 
informational purposes only, issue an AFE updating the Participating Interests on request of a Participating Party. 

F. Limitations On Operation Notice-A Party may be a Proposing Party for more than one Operation Notice at any given 
time, but an Operation Notice may not relate to more than one well or more than one Production Facility, or any 
combination thereof. A Party that serves more than one Operation Notice at a time will state the order in which they 
are deemed to be received by the Receiving Parties, subject to this Subclause. They will be deemed to be received 
in accordance with Clause 22.01 (and then by order of anticipated Commencement date if that Clause would deem 
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G. 

the same date of receipt} if the Proposing Party fails to state that order.Cwever, subject to any application of the 
last sentence of this Subclause, Subclause 10.02G or, for the Deepening or Sidetracking ofan Independent Well, 
Subclause 10.08C, the Receiving Parties will be deemed not to have then received an Operation Notice served by 
a particular Proposing Part or Its Affi · te} for a drilling or Completion Operation respecting a well if any well on the 
Joint Lands located wlthi .2 kilometres the well to which the new Operation Notice pertains (as measured from 
the respective bottom hole coor I of the wells}: 

(a) has then been approved to be drilled or Completed for the Joint Account under an earlier AFE or 
Operation Notice; or 1 .---

is then the subject of any other Operation Notice issued by that Proposing Party for a drilling or 
CQ.mpletion Operation which has not then been approved for the Joint Account. < 

(b) 

If the preceding sentence a · s to defer recei t of an O eration Notice served by a Proposing Party, the 
Receiving Parties will be deemed to have receive a peratlon No ice at: (i) completion of that other Operation 
on that other well and the provision to them of the information prescribed by Clauses 7.02, 7 .03 and, insofar as is 
then available. 7.04 and 7.05 in accordance with Article 7.00 or Clause 10.19, as applicable; or (ii) that earlier date 
at which that pre-existing AFE or Operation Notice is withdrawn or expires. However, deferral of receipt of an 
Operation Notice under this Subclause will not apply to: (1) a particular defaulting Party from which that information 
is being withheld under Paragraph 5.05B(b); (2) any well to preserve title to which Clause 10.10 applies; or (3) the 
conduct of an Operation on an existing well under Clause 10.08 between the Parties that participated in that well, 
provided that a Party that participated In a well Is deemed not to have received an Operation Notice for the 
Completion or Equipping of a well until its receipt of the drilling information therefrom prescribed by Clauses 7.02 
and 7.03 and, for an Equipping, the Completion information prescribed by Clause 7.04. 

Receiving Party May Not Defer Response-This optional Subclause will __ /will not __ (Specify) apply herein. 

A ReceMng Party may not defer its response to an Operation Notice under Subclause 10.02F for the drilling or 
Completion of a well if the weft's bona fide projected total vertical depth is fess than ____ metres subsurface. 

10.03 Time For Commencing Operation 

A. May Be Commenced During Response Period-A Proposing Party may Commence the Operation described in an 
Operation Notice without waiting for the response period prescribed by Clause 10.02 to lapse. A Proposing Party is 
not to Commence an Operation to which this Article applies with respect to a well without first serving an Operation 
Notice for it to the applicable Receiving Parties. If a Party Commences such an Operation prior to serving an 
Operation Notice for it, the notice and election process in Clause 10.02 will apply following issuance of the 
Operation Notice for the conduct of that Operation, provided that a Receiving Party will otherwise retain any remedy 
it may have at law or in equity for the Proposing Party's failure to serve that Operation Notice prior to 
Commencement of that Operation. Subject to Clause 10.19, the Proposing Party will not be required to provide any 
other information pertaining to that Independent Operation to a Party before it elects to participate therein. 

B. Period Within Which Operation Must Be Commenced-The Proposing Party may not Commence an Operation more 
than 120 days after the Receiving Parties are deemed to have received the associated Operation Notice, proVided 
that the period for Commencement \Nill be increased by 30 days if the Operation Notice is for a Production Facility 
and it will be the period permitted for Commencement under the Regulations if the Operation Notice is for an 
Operation required to be committed to under the Regulations as a condition of the extension of a Title Document. 
The Receiving Parties \Nill no longer be bound by their elections thereunder if the Operation is not Commenced 
'Nithin that period, except insofar as they consent in writing to that delay. If the period to Commence an Independent 
Operation lapses under this Subclause or the Proposing Party gives earlier notice that it 'Nill not proceed VI/4th that 
Operation, any Party may thereafter serve a new Operation Notice for that Operation or any similar Operation. 

10.04 Operator For Independent Operation 

A. Party Conducting Operation-Alternate_ (Specify (a) or (b)) will apply in this Subclause. 

Alternate (a) (Proposing Party Conducts) 
Notwithstanding anything to the contrary herein, the Proposing Party will be the Operator of an Independent 
Operation, unless: (i) it is in default under Clause 5.05; or (ii) it would be disqualified from being the Operator 
therefor under Subcfause 2.02A. 

Alternate (b) (Operator Has Option To Conduct) 
Notwithstanding anything to the contrary herein, the Proposing Party will be the Operator of an Independent 
Operation, unless: (i) it is in default under Clause 5.05; (ii) it would be disqualified from being the Operator therefor 
under Subclause 2.02A; or (iii) the Operator is a Participating Party therein that exercises its right under this 
Alternate to conduct it. An Operator that is a Participating Party (but not the Proposing Party) may elect to become 
the Operator for that Operation in Its notice to participate, in which case it will conduct it in substantial compliance 
with the Operation Notice. If the Proposing Party Commences the Operation under Clause 10.03 before the 
Operator's election to take over the conduct of the Operation, it wlll cooperate with the Operator in effecting the 
transfer, including the transfer of any applicable licences or approvals under the Regulations and any associated 
surface rights, provided that the Proposing Party will not be obligated to transfer any contract for goods or services 
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that does not pertain exclusively to that Operation. Notwithstanding the selection of this Alternate, an Operator that 
exercises its right to conduct a particular Operation and then fails to Commence it by the time prescribed by Clause 
10.03 may not exercise its rights under this Alternate if that Operation or a substantiaffy similar Operation is 
proposed in a subsequent Operation Notice within 365 days after issuance of the original Operation Notice. 

B. Subsequent Option To Succeed Proposing Party-Subject to any election by the Operator to conduct an Operation 
under Alternate 10.04A(b), an Operator that Is a Participating Party In a proposed Independent Operation (but not 
the Proposing Party) may, at its option by notice to the Proposing Party, succeed the Proposing Party as Operator 
thereof at its completion or, if agreed by the Proposing Party and the Operator, at conclusion of a particular phase 
of that Operation. For the drilling of a well, the completion of that Operation will be at the conclusion of any program 
proposed by the Proposing Party at Casing Point under Article 9.00, except that the Operator will not succeed itfor 
a well being Abandoned thereunder. 

C. Proposed Operation Conducted For Joint Account-The rights and obligations of the Operator for Joint Operations 
will apply, mutatis mutandis, to a Proposing Party otherthan the Operator that conducts a Joint Operation, insofar 
only as is required for the conduct of that Joint Operation. 

10.05 Separate Election Where Well Status Divided 

A 

8. 

C. 

Operation Notice Describes Respective Portions-If a proposed Independent Well being drilled or Completed would 
be in part a Development Well and in part an Exploratory Well, the Proposing Party will identify in reasonable detail 
the respective portions of that well and the estimated costs for each such portion in the associated Operation Notice 
and AFE. For this cost allocation, the costs of the Development Well portion will include only costs anticipated to 
be Incurred if the well were being drilled and, if applicable, Completed as only a Development Well. All additional 
costs anticipated to be incurred because It is also being drilled or Completed as an Exploratory Well will be 
allocated to that portion of the well. including the use of any required special equipment or casing. 

Participation Rights-A Party that elects to participate in an Operation described in Subclause 10.05A will specify in 
its election if it participates In the entire Operation or in only the Development Well portion. A Participating Party 
that fails to specify the extent of its participation is deemed to elect to participate in the entire Operation. 

Priorities If Well Productive In Both Portions-The following applies if: (i) participation varies between the 
Development Well and Exploratory Well portions of a well; and (ii) testing demonstrates that it is capable of 
producing Petroleum Substances in Paying Quantities from at least one formation in each such portion of the well: 

(a) the Operator for the Participating Parties in the deepest producing formation will operate that well if those 
Petroleum Substances can be produced simultaneously from each portion of the well. It will produce the 
Petroleum Substances separately for measurement purposes. It will apportion the Operating Costs of the 
wen to each producing formation on an equitable basis, and deliver to the Operator for the Participating 
Parties in each other producing formation all production therefrom. Each such Operator 'Nill account for 
that production to the respective Participating Parties under Clause 10.07, as if a separate Operation had 
been conducted for each such producing formation; and 

(b) the Participating Parties In the Exploratory Well portion of the well will have the pre-emptive right to 
produce it if the Petroleum Substances cannot be produced simultaneously from both the Development 
Well and Exploratory Well portions ofthe well. They will notify the Participating Parties in the Development 
Well if they exercise this right not later than 30 days after obtaining 30 days of production data from the 
Exploratory Well portion of that well. If one or more of those Participating Parties exercise that pre
emptive right, they must promptly reimburse the Participating Parties in the Development Well portion all 
applicable Drilling Costs and Completion Costs incurred by them with respect to the Development Well 
portion of that well. That well will then be deemed to be a single Operation conducted by them in the 
Exploratory Well portion of that well for the purposes of this Article. 

10.06 Wells Serving Joint Lands And Other Lands 

A. 

B. 

Limitations On Use Of Joint Weff For Other Purposes-A Party may not use a wellbore held for the Joint Account to: 
(i) drill more than 15 metres deeper than formations included in the Joint Lands; or (ii) conduct a test in any 
formation not included in the Joint Lands, except insofar as the other Parties have authorized that use. 

Use Of Independent Weff For Formations Not Included In Joint Lands-Subject to the consent of the other 
Participating Parties on such terms as they may agree, a Participating Party may use an independent Well to drill 
more than 15 metres deeper than formations included in the Joint Lands or to conduct a test in any formation not 
included in the Joint Lands. However: 

(a) that Participating Party must provide prior notice of that intended use to each Non-Participating Party; 

(b) that Participating Party may not conduct such an activity in an Independent Well that is producing or is 
reasonably anticipated to be capable of producing Petroleum Substances in Paying Quantities from the 
Joint Lands without the consent of the Non-Participating Parties on such terms as they may agree; 

(c) the Participating Parties will reduce the Drilling Costs and Completion Costs included under Paragraph 
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10.07A(e) in the cost recovery for that Independent Well on the same basis as underSubclause 10.06C, 
regardless of whether that Participating Party successfully Completes the well in any such otherformation; 

(d) the Participating Parties will be deemed to waive entirely any cost recovery otherwise applicable to that 
Independent Well under this Article (and the Non-Participating Parties will have no residual interest in that 
well) if: (i) any consent required under Paragraph 10.06B(b) is obtained; and (ii) hydrocarbon production is 
obtained from any such other formation through that well for more than 30 total days ( other than for test 
purposes). unless, with agreement of the Non-Participating Parties and the other Participating Parties, that 
well will be produced simultaneously from both the Joint Lands and any such other formation, or the 
Parties otherwise agree; and 

(e) the liability and indemnification obligations in Clause 10.18 will apply, mutatis mutandis, to any such 
activity in any formation not included in the Joint Lands, as if it were an Independent Operation, except 
that the Clause will not be subject to the exclusion of Extraordinary Damages prescribed by Clause 4.04. 

The Operator of any such well that will be produced simultaneously from both the Joint Lands and any such other 
formation will manage the production from the respective portions of the well separately for measurement purposes, 
and It will allocate costs on a reasonable basis between the respective portions of that well. Subject to the handling 
of certain costs prescribed by Paragraph 10.06B(c) for use of an existing well for activities In such other formations, 
it will allocate: (i) costs relating to a specific portion of the well to that portion insofar as It can reasonably do so; and 
(ii) costs on an equitable basis, insofar as they cannot be allocated under the preceding portion of this sentence, 
including the costs of Abandoning that well in due course. The Operator will consult with the other Parties about the 
basis for that allocation, and they will resolve the matter under Article 21.00 insofar as they are unable to agree. 

C. Use Of Well Outside Agreement For Operations In Joint Lands-A Party may propose to use a well already used by 
it for the evaluation of formations not included in the Joint Lands for the conduct of Operations In the Joint Lands, 
subject to Subclause 10.06F for the acquisition of a well bore. That Party must negotiate the basis for that use with 
the other Parties if it intends to use that well to produce from both any formation included In the Joint Lands and any 
other formation(s). If that use is to be exclusively for the evaluation of the Joint Lands and the recovery of 
production therefrom, that Party must, In addition to the other requirements prescribed for an Operation Notice for 
the proposed Independent Operation: 

(a) identify such prior use in the appllcable Operation Notice; 

(b) include In that Operation Notice its proposed bona fide equalization of Drilling Costs between the 
respective portions of the well and the basis therefor In reasonable detail on the following basis: 

(i) the Proposing Party will estimate the Drilling Costs from surface to 15 metres below the base of 
the deepest formation of the Joint Lands In w'hlch a bona fide Completion is proposed under this 
Subclause (or from surface to the base of the well's original target formation if the proposed 
Operation Is the Deepening of that well to a formation in the Joint Lands), as if the well were a 
new well drilled only to that depth. It will identify clearly in that estimate that portion of those costs 
subject to adjustment under the next Subparagraph, and exclude from that estimate all additional 
costs (such as those for any specialized equipment or casing) Incurred due to that well also 
being drilled to evaluate formations not included in the Joint Lands; 

(ii) that portion of the Drilling Costs estimated under the preceding Subparagraph that serve both the 
evaluation of those formations of the Joint Lands and other formations evaluated by that Party 
using that well will be reduced to reflect the dual use of that portion of the well. Unless otherwise 
agreed, that reduction will be: ( 1) 50% for any well subject to such an Operation Notice within 72 
months after its original drilling rig release date; (2) 75% for any well subject to such an 
Operation Notice more than 72 months and less than 180 months after its original drilling rig 
release date; and (3) 90% for any other such well; 

(iii) the Drilling Costs calculated in Subparagraph 10.06C(b)(i), less the reduction prescribed by 
Subparagraph 10.06C(b)(ii), will be used as 100% of Drilling Costs for that portion of the well for 
the Operation Notice and under Paragraph 10.07A(e) for any cost recovery for that well; 

(iv) all other Drilling Costs and Completion Costs for the proposed Independent Operation that 
pertain to formations included in the Joint Lands will be included in the cost of the proposed 
Independent Operation without being adjusted under this Subclause; and 

(v) all costs of preparing the well for conduct of the proposed Independent Operaton, including any 
Abandonment of the wellbore below the depth described in Subparagraph 10.06C(b)(i), will be 
assumed by that Proposing Party, and will not be allocated to the Parties under this Clause; 

(c) Include with that Operation Notice drilling Information (Including logs) for the formations for which Drilling 
Costs are equalized under this Subclause if they include any Joint Lands, insofar as that information Is not 
already in the public domain under the Regulations. The Receiving Parties will be deemed not to have 
received that Operation Notice until receipt of that information; and 
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(d) include in that Operation Notice its proposed equalization for any other existing equipment pertaining 
exclusively to the well that will be used in the proposed Independent Operation and resultant production 
activities. The bona fide estimated net salvage value of this equipment will be used for this equalization. 
on the same basis as prescribed by the Accounting Procedure. This amount will also be included as 
Operating Costs under Paragraph 10.07A(b) for any cost recovery under Clause 10.07. 

The Parties will be deemed to agree to the calculation of Drilling Costs under Subparagraph 10.06C(b){i} unless a 
Party objects to it, by notice to the Proposing Party, within 1 O Business Days after receipt of the Operation Notice, 
provided that this period will be 5 Business Days If a 7 Business Day response period applies to it under Paragraph 
10.02B(c). A Party serving a notice of objection must include in its notice the basis for its objection and a proposed 
alternate calculation In reasonable detail. Insofar as the Parties are unable to agree on the handling of such an 
objection, they will resolve it under Article 21.00. This will defer the response period for the Operation Notice until 
the later of expiry of the response period prescribed by Subclause 10.02B or 5 Business Days after the 
determination under Article 21.00. 

D. Limited Representations About Well DriJJed Outside Agreement-A Proposing Party that offers a well to the Parties 
under Subclause 10.06C makes no representations about its condition (environmental or otherwise), except that: 

(a) It has complied with the terms of any agreement to which it Is subject Insofar as Is necessary to assign an 
interest in that well hereunder; 

(b) there are no existing or threatened lawsuits or other proceedings that pertain to that well or any right to 
gain surface access to that well; 

(c) to its knowledge: (i) the well has been drilled and operated in accordance with generally accepted oil and 
gas field practices and the requirements of the Regulations as they existed at the relevant time; and (ii) 
the condition of the well Is reasonably appropriate for the purpose of the proposed Operation; and 

( d) it is not aware of any existing or threatened demand or notice issued respecting that well for the breach of 
Regulations pertaining to HSE or any particular or existing circumstance respecting that well that it 
reasonably believes to be a reportable event under those Regulations. 

A Proposing Party may not propose to apply Subclause 10.06C to a well for which it cannot make those 
representations. It will allow a Party's representatives to review the associated well file and conduct a field 
inspection of the associated field location on reasonable notice to It, at the reviewing Party's sole cost, risk and 
expense, insofar as is reasonably appropriate to assess: (i) the technical Integrity of the wellbore for the 
contemplated use; (ii) HSE matters; and (iii) any proposed cost allocation under this Clause. The liabillty and 
Indemnification obligations in Clause 10.18 will apply, mutatis mutandis, to any prior activity in that well in any 
formation not included in the Joint Lands, as if it were an Independent Operation conducted by the Proposing Party, 
except that the Clause will not be subject to the exclusion of Extraordinary Damages prescribed by Clause 4.04. A 
Party that accepts participation in a well under this Clause will initially acquire an ownership interest In the relevant 
portion of the well and the associated equipment to which its equalization pertains equal to its Participating Interest 
in the applicable Operation. That interest is subject to adjustment under Clause 10.07 to reflect any subsequent 
participation rights of a Non-Participating Party if any applicable prescribed cost recovery is attained for that well. 

E. Abandonment Of Well Serving Joint Lands And Other Lands-Any well to which Subclause 10.06C applies will be 
held for the account of the Participating Parties in the Operation, subject to: (I) a Party's responsibility for any 
misrepresentation under the first sentence of Subclause 10.060; (ii) any application of a cost recovery mechanism 
prescribed by this Article; (HI) the Proposing Party's responsibility for Abandoning a portion of the well under 
Subparagraph 10.06C(b)(v); and (iv) any other agreement between the applicable Parties for use of the well. 
Subject to the preceding sentence, those Participating Parties will assume responsibility for all Abandonment 
obligations and Environmental Liabilities that accrued with respect to the well and all other obligations thereafter 
accruing with respect to that well, provided that the Abandonment costs for the Abandonment of the wellbore within 
6 months after expiry of the response period for the applicable Operation Notice will be allocated between its 
respective portions on the same basis as the Drilling Costs were allocated under Subclause 10.06C, except that the 
Participating Parties will assume all extra Abandonment costs resulting from the conduct of that Operation. 

F. Well Acquired For Use In Joint Lands-Notv./4thstanding any other provision of this Clause, the following will apply if a 
Party makes a bona fide arm's length acquisition of a well not subject to this Agreement which it then proposes to 
use exclusively for an Independent Operation for one or more formations included in the Joint Lands: 

(a) in addition to the other requirements prescribed for an Operation Notice, it will identify In reasonable detail 
therein the basis on which it acquired that well, and offer each Receiving Party the opportunity to acquire 
an ownership interest In that well equal to its Working Interest by: (i) reimbursing it for a corresponding 
share of the cost of that acquisition; and (ii) assuming a corresponding share ofthe rights and obligations 
respecting its acquisition of that well, including those pertaining to any associated surface rights; 

(b) Subclauses 10.060 and E will apply, mutatis mutandis, to that well, including a Receiving Party's right to 
assess its condition and its suitability for use for the Joint Lands; 

(c) a Participating Party therein will pay its Participating Interest share of that cost to that other Party within 21 
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Business Days after the later of: (i) expiry of the response period for that Operation Notice; or (ii) execution 
of the agreement under which the well ls acquired, and the default remedies in Clause 5.05 will apply, 
mutatis mutandis, If it has not paid that amount within that period; and 

(d) the consideration paid by It (as calculated on a 100% interest) will be deemed to be Drilling Costs of an 
Independent Weil for the purposes of any cost recovery prescribed by this Article if there is a Non
Participating Party with respect to the proposed Independent Operation. 

If that acquisition Includes other assets or is for consideration that cannot be matched in kind, the Proposing Party 
must disclose this in that Operation Notice and include its bona fide estimate, in cash, of the value allocated to that 
well. Paragraph 24,01 B{f) will apply, mutatis mutandis, to that allocation and the response period to that Operation 
Notice. The applicable Parties will complete, In a timely manner, any documentation reasonably appropriate to 
reflect an assignment under this Subclause. 

10.07 Penalty H Independent Well Results In Production 

A. Cost Recovery For Independent Well-This Subclause is subject to Clause 10.06 for wells that have been used for 
lands other than the Joint Lands, Clause 10.08 for Operations on an existing well on the Joint Lands and Clause 
10.10 for wells that preserve title. The Participating Parties will retain possession of an Independent Well 
Completed or Recompleted for the production of Petroleum Substances from one or more formations of the Joint 
Lands under the associated Operation Notice and all production from those formations through that well (including 
any such formation in which they subsequently Complete or Recomplete that well) until the gross proceeds from the 
sale of that production equal the total of: 

(a) 100% of the lessor's royalty and 100% of any overriding royalties, freehold mineral taxes or other 
encumbrances borne for the Joint Account that are paid with respect to that production, subject to any 
application of Subclause 10.07F to certain encumbrances not borne for the Joint Account; 

(b) 100% of the Operating Costs respecting that well and, insofar as permitted hereunder and they do not 
duplicate Facility Fees included under Paragraph 10.07A(c), any Production Facility for its use in the 
production, processing, treatment, storage, transmission or other handling of that production; 

(c) 100% of the Facility Fees incurred for use of a facility in the production, processing, treatment, storage, 
transportation or other handling of that production, calculated for 100% on the same basis as they are 
paid for that share of production otherwise applicable to the Non-Participating Party's Working Interest; 

(d) 200% of the Equipping Costs of that well; 

( e) a multiple of the bona fide Drilling Costs and Completion Costs of that well as a Development Weil or an 
Exploratory Well, as applicable, being __ % for a Development Well and __ % for an Exploratory Well 
(1ncluding in that multiple the first 100% of those costs}, subject to Subclause 10.07H for any cash 
contribution and Subclause 10.1 OF if that well is in part a 'Title Preserving Well" or "Subsequent Title 
Preserving Well" (as defined in Clause 10.10). lfthatwell was in part a Development Well and in part an 
Exploratory Well and it was Completed for production only as an Exploratory Well under Clause 10.05, all 
of the Drilling Costs and Completion Costs will be deemed to have been incurred solely for an Exploratory 
Well, subject to Subclause 10.07B if there had been a cash reimbursement to the former Participating 
Parties in the Development Well portion of the well under Paragraph 10.05C(b). 

The proceeds of sale from or allocated to the Participating Parties' share of production from that well will be 
deemed to be sold at a price not less than a Market Price for this calculation, provided that 100% of the proceeds 
will be calculated using the price paid under any pre-existing arm's length bona fide agreement pertaining 
specifically to the Non-Participating Party's Working Interest in formations of the Joint Lands and the associated 
reserves if the production otherwise applicable to the Non-Participating Party's Working Interest must be sold 
thereunder. The charges included under this Subclause will include any associated overhead charges prescribed 
by the Accounting Procedure, and will be modified to reflect any subsequent adjustments, including those from an 
audit. The Participating Parties will apply those proceeds on a current basis and in order. to Paragraphs 10.07A{a), 
(b), (c), (d) and (e) during the period in which they retain that production under Subclause 10.07A. 

B. If Cash Reimbursement Under Clause 10.05-Between only the Participating Parties in the Exploratory Well and the 
former Participating Parties in the Development Well, the following will apply to the cost recovery prescribed by 
Subclause 10.07A after a cost reimbursement under Paragraph 10.0SC{b): 

(a) all Drilling Costs and Completion Costs incurred for that well as a Development Well and reimbursed to 
the former Participating Parties in the Development Well under Paragraph 10.0SC(b) will be included in 
Paragraph 10.07A(e) at cost, with no multiple applied thereto; 

(b) proceeds of sale applied to the cost recovery under Paragraph 10.07 A(e) will be applied firstly to the costs 
of the original Exploratory Well portion of the well before being applied to that reimbursed amount; and 

(c) any outstanding amount of the cost recovery associated with the costs of the original Exploratory Well 
portion of the well under Paragraph 10.07A(e) will be waived If that portion of the well is Abandoned for the 
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conduct of a Completion or Recompletion in a formation to which that reimbursement pertained. 

Notwithstanding the preceding portion of this Subclause and Subclause 10.07A, the applicable Proposing Party will 
serve an Operation Notice under Clause 10.02 to a former Participating Party in the Development Well portion of 
the well if, prior to the prescribed cost recovery, the Exploratory Well portion of the well is being Abandoned for the 
conduct of a Completion or Recompletion in a formation to which the reimbursement in Paragraph 10.05C(b) 
pertained. Any such former Participating Party that elects to participate In that proposed Completion or 
Recompletion must reimburse the other applicable Participating Parties that portion of the following amounts 
applicable to its Working Interest that then remains outstanding under the cost recovery: (i) the amount previously 
reimbursed under Paragraph 10.05C(b); and (ii) any Equipping Costs for equipment reasonably anticipated to be 
used In conjunction with that Completion or Recompletion, without the multiple otherwise prescribed by Subclause 
10.07A(d). Any such former Participating Party that elects to participate in that Completion or Recompletion will 
make the required reimbursement within 21 Business Days after being notified of that amount. 

C. ObUgatlon To Notify Parties Of Cost Recovery-The Operator of an Independent Well will notify the Non-Participating 
Parties that the proceeds prescribed by Subclause 10.07 A have been recovered within 30 days after the end of the 
calendar month in which that recovery occurred. Subject to Subclauses 10.13B and D for any cost recovery for a 
Production Facility, each Non-Participating Party will notify the Operator within 30 days after receipt of that notice if 
it accepts participation in that well and the production from that well from the associated formations of the Joint 
Lands in which it is Completed or Recompleted. A Non-Participating Party that falls to make that election within that 
period will be deemed to elect to accept that participation. 

D. Participation In Well Accepted-A Non-Participating Party that accepts participation in an Independent Well under 
Subclause 10.07C will acquire its Working Interest share therein, effective as of full recovery of the proceeds 
prescribed by Subclause 10.07A. Subject to any cost recovery for a Production Facility under Subclause 10.130, 
the Parties then participating therein will hold that well for their account, and the Parties will adjust accounts 
accordingly on a cash basis for the period between the date of that cost recovery and the first of the calendar month 
next following the month In which that former Non-Participating Party notified the Operator that it accepted 
participation. The Operator will operate that well if it is an owner of that well, provided that the applicable Parties 
will appoint another Operator under Clause 2.06, mutatis mutandis, if the Operator has not accepted participation in 
that well or it declines the opportunity to become Operator at the time it acquires participation under this Subclause. 

E. Participation In Well Not Accepted-A Non-Participating Party that does not accept participation in an Independent 
Well under Subclause 10.07C will forfeit to the Participating Parties its right of participation therein and its right to 
Petroleum Substances produced from its Spacing Unit, insofar only as that Spacing Unit relates to production 
through that wellbore from the formations of the Joint Lands in which that well is then Completed or Recompleted. 
Except as provided In the preceding sentence for produced Petroleum Substances, that Non-Participating Party 
does not forfeit Its Working Interest in the Joint Lands comprising that Spacing Unit or its right to recover Petroleum 
Substances from that formation in a different location in that Spacing Unit through the use, in whole or In part, of a 
different wellbore. 

F. Encumbrances Not Borne For Joint Account-If any Party's Working Interest is subject to an encumbrance not borne 
for the Joint Account to which Clause 15.02 applies: 

G. 

H. 

(a) a Participating Party may not include under Paragraph 10.07 A(a) any such amounts paid by it with respect 
to its own Working Interest share of production from the Independent Well; and 

(b) the Participating Parties will make the required payments for any such encumbrance for the share of 
production from the Independent Well that relates to a Non-Participating Party's Working Interest. For the 
purposes of Paragraph 10.07 A{a) and the cost recovery attributable only to that Non-Participating Party, 
the Participating Parties will include 150% of the amounts paid on behalf of that Non-Participating Party. 

Incentives Do Not Reduce Cost Recovery-Notvvithstanding anything to the contrary in this Article, the Participating 
Parties will not adjust the costs to be included under Subclause 10.07 A for any incentives, grants, credits. waivers, 
exemptions, abatements or other benefits received by (or available to) the Participating Parties (or any of them 
individually) under the Regulations for an Independent Well. However, the Participating Parties may not include in 
the amounts to be recovered under Paragraph 10.07 A(a) any amount that is not paid by them, such as the value of 
any royalty reduction, exemption or waiver that accrues to that well. 

Cash Contributions From Release Of Information-The Participating Parties v-./411 apply as a credit under Paragraph 
10.07A(e) any cash contribution received by them under Clause 18.03 for the release of information from an 
Independent Well. 

10.08 Operations On An Existing Well 

A. Restrictions On Independent Operations In Existing Well-A Proposing Party may not serve an Operation Notice for 
an existing well held hereunder in any circumstance in which it is reasonable to believe that: (i) the condition of the 
well bore is not reasonably appropriate for the purposes of the proposed Operation; or (ii) the proposed Operation 
would damage the wellbore or pose material HSE risks. It also may not serve an Operation Notice for an existing 
well held hereunder for: 
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B. 

C. 

(a) a Deepening, Sidetracking, Recompletion, Reworking or other downhole Operation for a well held 
hereunder that is producing or capable of producing Petroleum Substances in Paying Quantities, unless: 
(i) that Operation has been authorized by the other Parties then having Participating Interests in that well 
on such terms as they may agree; or (ii) the last sentence of this Subclause permits issuance of that 
Operation Notice; or 

(b) a Deepening or Sidetracking of a well below its authorized total depth if at least one Party has proposed to 
Complete or Recomplete that well in a formatlon at or above that depth under Article 9.00 or this Clause 
10.08 until: (i) the period to Commence that Completion or Recompletion has expired; or (ii) the Parties 
then having Participating Interests in that well conduct that Completion or Recompletion and the well ls not 
capable of producing Petroleum Substances in Paying Quantities. 

Not\.Yithstanding the restriction in Paragraph (a) (but subject to the other restrictions in this Subclause and a~ 
existing application of Article 16.00 to the well due to Force Majeure ), a Proposing Party may serve an Operation 
Notice for a well held hereunder that: (i) is not Completed within at least 36 months after its drilling rig release date; 
or (ii) has been produced (other than for test purposes), but has then been Suspended for a period of at least 24 
consecutive months, provided that this sentence does not authorize a Party to serve an Operation Notice for a 
Completed well that has never been produced (other than for test purposes). 

Non-Participating Party May Not Propose-A Non-Participating Party with respect to an Independent Well may only 
propose or participate in an Operation respecting that well after it has regained the right to share in the production 
of Petroleum Substances therefrom, except that: 

(a) it may participate in (but not propose) a Completion or Recompletion in the Development Well portion of a 
well for which a reimbursement of costs had previously been made under Paragraph 10.05C(b), as 
provided in Subclause 10.07B; 

(b) lt may participate in (but not propose) a Deepening or Sidetracking under Subclause 10.0SC; and 

(c) a Non-Participating Party in a Completion or Recompletion that had previously participated in the drilling 
and setting of production casing for that well may participate in (but not propose) an additional Completion 
or Recompletion of that well in a formation not included in the Completion program in which lt elected not 
to participate. A Non-Participating Party exercising this right of participation will not be required to pay any 
cash amount for any unrecovered costs of the earlier Completion or Recompletion under Paragraph 
10,07A(e), and Clause 10.07 will continue to apply to that original Completion or Recompletion and any 
production through the well from the formation to which that Operation pertained. However, it will be 
required to pay that portion of the Equipping Costs applicable to its Working Interest that then remains 
outstanding under the cost recovery, without the multiple otherwise prescribed by Subclause 10.07A(d), 
insofar as that equipment is reasonably anticipated to be used In conjunction with that additional proposed 
Completion or Recompletion, with a corresponding adjustment to the cost recovery account. Paragraph 
10.05C(a) will apply, mutatis mutandis, to address any variance in participation in the well as a result of 
any participation election(s) under this Paragraph. 

Deepening Or Sidetracking-The following will apply to an Operation Notice for a Deepening or Sidetracking of an 
Independent Well for which there is then at least one Non-Participating Party: 

(a) 

(b) 

(c) 

(d) 

the Proposing Party will serve a copy of that Operation Notice to each Non-Participating Party for that well 
in accordance with Clause 10.02, including therein a bona fide estimate of the Drilling Costs and 
Completion Costs already accrued for that well, and provided that it is only then required to provide well 
information from that well to a Non-Participating Party on the basis prescribed by Clause 10.19; 

each such Non-Participating Party may participate in that Deepening or Sidetracking, provided that, 
subject to the qualification in Paragraph 10.0SC(c) for a Sidetracking, it reimburses the applicable 
Participating Parties 100% of its Working Interest share of the estimated Drilling Costs and Completion 
Costs already accrued for that well within the later of 21 Business Days after being notified of that amount 
or service of its notice to participate in that Deepening or Sidetracking; 

for the purpose of the cash reimbursement in Paragraph 10.08C(b), the costs of an Independent Well on 
which a Sidetracking is proposed will exclude: (i) all costs incurred with respect to the initial wellbore of 
that well to drill it deeper than the depth at which the Sidetracking begins; (ii) all associated formation 
specific evaluation costs of the formations deeper than that depth (including those pertaining to any such 
coring, wire line or drillstem testing and Completion attempts); and (iii) the cost of plugging back that Initial 
well bore below that depth; 

a former Non-Participating Party that becomes a Participating Party in that well by making a 
reimbursement under this Subclause will be treated as if it had originally been a Participating Party in the 
well activities to which that reimbursement pertains, including: (i) the elimination of any cost recovery 
otherwise applicable to it for those activities under Clause 10.07; (ii) its assumption of its share of all 
accrued liabllities and obligations associated with that well; (Iii) any required revenue adjustments on a 
cash basis; and (iv) any subsequent adjustment of costs, whether by audit or otherwise; 
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(e) the cost recovery prescribed by Subclause 10.080 and Clause 10.07 will apply to a Non-Participating 
Party that does not participate in that Deepening or Sidetracking for: (I) the applicable original well 
activities; and (ii) that Deepening or Sidetracking and any associated Completion, including for the 
purpose of that cost recovery the costs excluded under Paragraph 1 0.0BC(c) for a Sidetracking; and 

(f) the Operator of that Operation may, in lieu of the default remedies available under Clause 5.05, notify a 
Non-Participating Party that elected to participate In that Deepening or Sidetracking and failed to make 
payment by the time required under Paragraph 1 0.0SC(b) that its election to participate ls void, in which 
case Paragraph 10.0BC(e) will apply to that Non-Participating Party. 

To facilitate the rights granted under this Subclause, the Operator of that well will allow a Non-Participating Party's 
representatives to conduct a field inspection of that well, at that Non-Participating Party's sole cost, risk and 
expense, insofar as is reasonably appropriate to assess: (i) the technical integrity of that well for the proposed 
Operation; (H} HSE matters; and (Iii) any proposed cost allocation under this Subclause, provided that this review 
does not entitle that Non-Participating Party to any well information from that well to which it is not then otherwise 
entitled under Clause 10.19. 

D. Clause 1 O. 07 Cost Recovery Applies-Subject to the re-election right provided in Subclause 10.07B and 10.08B for 
certain Completions or Recompletions and any application of Clause 10.10 to wells that preserve title, the cost 
recovery process in Clause 10.07 will apply, mutatis mutandls, to the applicable formation(s), the production of 
Petroleum Substances therefrom and the recovery of costs if an Independent Operation under this Clause 10.08 is 
a Deepening, Sidetracking, re-entry and Completion of a Suspended well, Recompletion or Reworking that results 
in the production of Petroleum Substances in Paying Quantities from at least one formation in which that well is 
then a Development Well or an Exploratory Well. 

E. Plugging Of Wei/bore Within Six Months-This Subclause applies between the Participating Parties in a Deepening, 
Sidetracking, re-entry and Completion of a Suspended well, Recompletion or Reworking conducted as an 
Independent Operation under this Clause 10.08 or Clause 10.10 and any Non-Participating Party therein that 
initially participated in drilling that well. The Operator of that Independent Operation will serve notice to each such 
Non-Participating Party if the Participating Parties do not conduct that Operation or propose to Abandon that well. 
The Participating Parties will be deemed to have returned that well to the Parties that held Participating Interests 
therein (or their respective successors in interest) when that additional Independent Operation was proposed, 
effective as of the date of issuance of that notice, If the Operator serves that notice within 6 months after expiry of 
the response period for the Operation Notice for that Independent Operation. Subject to Clause 9.04 for a wellbore 
Abandoned thereunder, all further Operations with respect to that well after that notice, including Abandonment, will 
be proposed for the account of the Parties then holding Participating Interests therein, except that: 

F. 

(a) the Participating Parties in the additional Independent Operation will salvage for their own account any 
salvable materials and equipment placed by them in and on that well; 

(b) the Participating Parties in the additional Independent Operation will assume all extra costs of 
Abandonment and any additional Environmental Liabilities that accrued because of that Operation; and 

(c) nothing In this Subclause will otherwise alter the Parties' respective rights and obligations for Losses and 
Liabilities that accrued because of that additional Independent Operation. 

If those Participating Parties do not serve that notice within that 6 month period, they will promptly pay to each such 
Non-Participating Party (or its successor in interest) its proportionate Participating Interest share of the net salvage 
value of the materials and equipment respecting that well, calculated as of the date the Operation Notice for the 
additional Independent Operation was served. Subject to any application of the dispute resolution process in Article 
21.00, the Parties will adjust accounts accordingly. The default remedies in Clause 5.05 will apply, mutatis 
mutandis. if they have not adjusted accounts within 30 days after that determination. The Participating Parties will 
include the amounts paid to those Non-Participating Parties in any cost recovery for that well as Operating Costs 
under Paragraph 10.07 A(b). Thereafter, such a Non-Participating Party has no responsibility for that well, including 
its Abandonment, except insofar as it resumes participation in the well and the production therefrom. 

Equipping-A Receiving Party of an Operation Notice for an Equipping will elect on the basis in Clause 10.02: 

(a) to participate in that Equipping; 

(b) not to participate in that Equipping and to take In kind, at a point before use of the equipment to which the 
Equipping pertains, its share of Petroleum Substances that would otherwise be served by that Equipping, 
provided that: (i} the nature of the proposed Equipping allows a Party to take in kind without using the 
equipment to which the Equipping pertains; (ii) the installation of any additional equipment for the 

easurement or other handling of those Petroleum Substances will be at that Receiving Party's sole cost, 
ovided that it will be at the cost of the applicable Participating Parties if the proposed Equipping is for 
e installation of equipment serving substantially the same function as equipment already on the well 
hen the Proposing Party Issued that Operation Notice; and (iii) the indemnification and liability provisions 
Clause 10.18 will apply, mutatis mutandis, between the Party taking in kind and the other Parties with 

respect to the installation and ongoing operation of: (1) any such additional equipment; and (2) the 
equipment comprising the Equipping; or 
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(c) not to participate in that Equipping and be subject to a cost recovery under Clause 10.07, mutatis 
mutandis, provided that the Participating Parties may not include in that cost recovery any additional costs 
they are required to incur because of item (ii) in Paragraph 10.0SF(b). 

Insofar as a Party that elected under Paragraph 1 0.0BF(b) does not take its share of Petroleum Substances in kind, 
the Participating Parties in that Equipping may, on its behalf, produce, process, treat, store, transport or otherwise 
handle that production using the equipment to which such Equipping pertains. They may charge that other Party a 
fee for that use on the same basis as charged to a third party under Clause 14.04, inciuding a reasonable rate of 
return on capital investment. That fee is in addition to any marketing fee under Clause 6.04. 

10.09 Abandonment Of Independent Well 

A 

B. 

C. 

Where Well Not lnff/ally Capable Of Production-The Participating Parties will Abandon an Independent Well in a 
timely manner if it is not capable of production of Petroleum Substances in Paying Quantities. 

Abandonment During Cost Recovery-The Participating Parties Abandoning an Independent Well before the 
prescribed cost recovery will do so at their expense as a charge under Paragraph 10.07A(b), including in that 
charge a reasonable estimate of surface restoration costs, subject to Subclause 10.08E for an Independent 
Operation conducted on an existing well. They will record as a credit the net salvage value of the material and 
equipment recoverable from that well, as if that amount were proceeds from production, and will report that credit in 
the statement required under Clause 10.15. If the gross proceeds from production from that well then exceed the 
total charges under Paragraphs 10.07 A(a) to (e) inclusive, that excess amount will be a credit for the Joint Account. 

Non-Parllcipating Party And Abandonment-A Non-Participating Party will not assume any responsibility for the costs 
or risks of an Abandonment under this Clause (including subsequent surface restoration costs) and does not 
acquire any rights in a well Abandoned.hereunder, except insofar as Clause 9.04 or Subclause 10.0BE prescribe 
any allocation of Abandonment costs between the Parties that participated in the drilling of the well and the Parties 
that participated in additional Operations on that well. 

10.10 Wells That Preserve Title 

A Definitions For Clause 10.10-ln this Clause: 

"Common Preserved Lands" means those areal and stratigraphic rights of the Preserved Lands retained because 
of a Title Preserving Well that also could have been retained because of a Subsequent Title Preserving Well, 
subject to any subsequent revision to those lands under Subclause 10.100. 

"Preserved Lands" means any areal and stratigraphic rights included in the Joint Lands that would have reverted 
to the grantor of the applicable Title Document(s) if there were no Title Preserving Well, subject to any designation 
of Preserved Lands under Subclause 3.100. 

"Subsequent Title Preserving Well" means a well that is drilled (in whole or in part), Completed, Recompleted or 
placed on production hereunder at such time and in such manner that it also would have been a Title Preserving 
Well for any Preserved Lands, provided that a well that is a Subsequent Title Preserving Well for certain Preserved 
Lands may also simultaneously be a Title Preserving Well for other areal and stratigraphic rights included in the 
Joint Lands. 

"Title Preserving Well" means a well that is drilled (in whole or in part), Completed, Recompleted or placed on 
production hereunder, insofar as failure to conduct that Operation would result in the reversion of any Joint Lands to 
the grantor of the applicable Title Document(s), provided that: (i) such Operation ls to be Commenced not earlier 
than __ days before the date that reversion would occur; and (H} the reversion date for a Title Document that may 
be extended for another year, without approval of its grantor, by paying either or both of a prescribed rental or fee 
v.111 be the last day of that extension period. 

B. Title Preserving Well-A Non-Participating Party will be subject to the cost recovery prescribed by Clause 9.03, 10.07 
or 10.08 for a Title Preserving Well and its Spacing Unit, insofar as the areal and stratigraphic rights of that Spacing 
Unit do not pertain to Preserved Lands. Notwithstanding Clauses 9.03, 10.07 and 10.08, a Non-Participating Party 
for a Title Preserving Well will forfeit to the Participating Parties therein 100% of its Working Interest in: 

C. 

(a) that well and its Spacing Unit (as determined on the basis prescribed by Paragraph (a) of the definition of 
Spacing Unit when the applicable Operation Notice is issued) at completion ofthat Operation, insofar only 
as that Spacing Unit pertains to Preserved Lands and a Subsequent Title Preserving Well has not then 
been Commenced whereby that Spacing Unit would be included in the Common Preserved Lands; and 

(b) the balance of the Preserved Lands at the date they otherwise would have reverted under the applicable 
Title Document(s). subject to Subclauses 10.10C, D and E for a Subsequent Title Preserving Well. 

This Subclause will also apply, mutatis mutandis, between the Parties with respect to a Subsequent Title Preserving 
Well, insofar as it is also a Title Preserving Well for any Joint Lands in addition to the Common Preserved Lands. 

Subsequent Title Preserving Well-The following will apply to a Subsequent Title Preserving Well: 
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(a) a Non-Participating Party for a Title Preserving Well that participates in that Subsequent Title Preserving 
Well will not forfeit its Working Interest In any Common Preserved Lands under Paragraph 10.10B(b); 

(b) insofar as the Subsequent Title Preserving Well ls on a Spacing Unit of Preserved Lands that does not 
form part of the Spacing Unit for the Title Preserving Well, a Non-Participating Party for both that well and 
the Title Preserving Well will forfeit its entire Working Interest in that Subsequent Title Preserving Well and 
the Common Preserved Lands in its Spacing Unit to the Participating Parties in that Subsequent Tltle 
Preserving Well on the same basis as in Subclause 10.10B, rather than to the Participating Parties in the 
Title Preserving Well under Paragraph 10.10B(b) or Subclause 10.10E; and 

( c) subject to any revision of Common Preserved Lands under Subclause 10.1 OD, a Participating Party in the 
Title Preserving Well that is a Non-Participating Party for that Subsequent Title Preserving Well will be 
subject to the cost recovery prescribed by Clause 9.03, 10.07 or 10.08 for that Subsequent Title 
Preserving Well and its Spacing Unit, Insofar as that well is located on a Spacing Unit of Common 
Preserved Lands or other Joint Lands not then subject to a pending forfeiture under this Clause 10.10. 

D. Temporary Retention Of Common Preserved Lands-Notwithstanding Subclauses 10.10B, C and E. the Parties 
recognize that the conduct of activities with respect to a Title Preserving Well or Subsequent Title Preserving Well 
may only allow the applicable Common Preserved Lands to be retained temporarily for a prescribed period, 
following which the applicable Joint Lands may revert to the granter of the applicable Tltle Document(s). Insofar as 
any such temporary retention applies to the Common Preserved Lands and the participation between the Title 
Preserving Well and the Subsequent Title Preserving Well differs, the applicable Participating Parties will 
redetermine the Preserved Lands and Common Preserved Lands as of the expiry of that temporary retention, 
based on the principle that the benefits of continued retention of the applicable Joint Lands should accrue to the 
Participating Parties In the work conducted hereunder that allows those lands to continue to be retained. The 
Parties will apply Subclauses 10.10B and C, mutatis mutandis, to adjust their Working Interests In the former 
Common Preserved Lands accordingly to reflect any redetermination under this Subclause. 

E. AllocaUon Of Forfeited Interest In Common Preserved Lands-Subject to the other provisions of this Clause 10.10, 
the Working lnterestforfeited in any Common Preserved Lands will be allocated equally to the Tltle Preserving Well 
and each applicable Subsequent Title Preserving Well. The Participating Parties in each such well will then 
allocate that Working Interest among them under Clause 10.17. 

F. A/location Of Costs Where Cost Recovery For Portion Of Well-A Non-Participating Party in a Title Preserving Well 
or Subsequent Title Preserving Well may be subject to a cost recovery under Clause 9.03, 10.07 or 10.08 for a 
portion of that well for those portions of its Spacing Unit that are not Preserved Lands, while having no rights for the 
remainder of that well for formations in which it is a Title Preserving Well or Subsequent Title Preserving Well. The 
Participating Parties will include in Paragraph 10.07A(e) only those Drilling Costs to the base of the deepest 
formation drilled in the Joint Lands that is not subject to forfeiture under this Clause and Completion Costs of the 
well for those penetrated formations of the Joint Lands not subject to forfeiture under this Clause. 

G. Article 21. 00 Applies To Disputes-A Party may, by notice to the other Parties, refer a dispute about the classificatlon 
of a wen as a Title Preserving Well or Subsequent Tltle Preserving Well or the determination of the Preserved 
Lands or the Common Preserved Lands for resolution under Article 21.00 not later than 45 days after the date the 
Preserved Lands otherwise would have reverted to the granter under the applicable Title Document. 

10.11 Independent Geological Or Geophysical Operation 

A Party may conduct a geological or geophysical program on or with respect to the Joint Lands for its own account, provided 
that it does not interfere with any Joint Operation. A Party that did not participate in that program is not entitled to any data 
from it, unless all owners of that data later agree to provide that Party with a licence or other access to that data. 

10.12 Use Of Production Facility For Independent Well 

The Participating Parties in an Independent Well may use any available capacity in a Production Facility operated for the 
Joint Account in the same manner as if that well was held for the Joint Account, provided there is an allocation of Operating 
Costs for that use under Clause 14.05. Insofar as that Production Faclllty cannot accommodate Petroleum Substances from 
both the Independent Well and wells operated for the Joint Account, the wells operated for the Joint Account will have priority 
for use of that Production Facility. 

10.13 Non-Participation In Installation Of Production Facility 

A. Consultation About Production Facilities-The Parties normally will consult about the construction, acquisition or 
installation of a Production Facility. They may. at any time, attempt to negotiate a separate agreement for a 
Production Facility or the fee to be charged to a Party that wishes to use it without participating in that Operation, in 
which case It will become subject to that agreement on the basis prescribed therein. Regardless of whether that 
consultation has occurred (but subject to any such separate agreement), a Party may, at any time, issue an 
Operation Notice for a Production Facility. 

B. Elections For Proposed Production Facility-A Receiving Party of an Operation Notice for the construction, 
acquisition or installation of a Production Facility will elect on the basis prescribed by Clause 10.02: 
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C. 

D. 

(a) to participate ln the Operation; 

(b) not to participate In the Operation, but to take in kind, after the First Point of Measurement and before the 
Inlet of that proposed Production Facility. its share of any Petroleum Substances that would otherwise use 
It, provided that: (I) the nature of the proposed Production Facility allows a Party to take in kind without 
using that Production Facility; (ii) the installation of any additional equipment for the measurement or other 
handling of that production will, unless agreed by it and the Operator, be by the Operator at that Party's 
sole cost, including overhead to the Operator as prescribed, mutatis mutandis, by the Accounting 
Procedure; and (iii) the indemnification and liability provisions of Clause 10.18 will apply, mutatis 
mutandls, between the Party taking in kind and the other Parties with respect to the installation and 
ongoing operation of: (1) any such additional equipment; and (2) the Production Facility; 

(c) not to participate In the Operation and be subject to a cost recovery for it under Subclause 10.130; or 

(d) to use that Production Facility for a fee, to be determined in the same manner as third party fees are 
determined under Clause 14.04, using as an initial capital component the costs recognized under 
Paragraph 10.13O(d) for the construction, acquisition and installation of that Production Facility. 

A Receiving Party that fails to make an election for that Operation Notice within that period will be deemed to elect 
under Paragraph 10.13B(b), provided that it will be deemed to elect under Paragraph 10.13B(d) if the nature of the 
Production Facility is that it Is not feasible to take its production in kind without using the Production Facility. 
Notwithstanding the preceding portion of this Subclause and the response period for an Operation Notice 
prescribed by Subclause 10.02B, a Receiving Party that determines that the Production Facility proposed in an 
Operation Notice does not satisfy the requirements in the definition of Production Facility may, within 1 O Business 
Days after Its receipt of that Operation Notice, notify the other Parties of that objection in sufficient detail to enable 
them to understand its basis. The Parties will refer the matter for resolution under Article 21.00 after receipt of any 
such notice. The last day of the response period for that Operation Notice will then be the later of: (i) the expiry of 
the original 30 day response period prescribed by Subclause 10.02B; or (ii) 10 days after confirmation under Article 
21.00 that the proposed Production Facility satisfies those requirements. That Operation Notice will be void if the 
determination under Article 21.00 is that the proposed Production Facility does not satisfy those requirements. A 
Party that faifs to serve such a notice of objection within that 1 O Business Day period may not Issue a notice of 
objection under this Subclause. 

Cost Recovery Process Applies-Subclauses 10.130 to J inclusive will apply between the Participating Parties and 
the Non-Participating Parties that elected under Paragraph 10.13B(c) to be subject to a prescribed cost recovery for 
a Production Facility constructed, acquired or installed as an Independent Operation. 

Specmed Cost Recovery-Subject to a Non-Participating Party's right to become a Participating Party by making a 
cash payment under Subclause 10.13E, the Participating Parties will retain possession of a Production Facility 
proposed under Subclause 10.13B and a Non-Participating Party's share of production from those wells held 
hereunder that use it from the time that use begins until the gross proceeds from the sale of that production equal 
the total of: 

(a) 100% of the lessor's royalty and any overriding royalties, freehold mineral taxes or other encumbrances 
thereon otherwise borne for the Joint Account that are paid with respect to that production, subject to any 
application of Subclause 10.07F; 

(b) 100% of the Operating Costs incurred for those wells and, Insofar as permitted herein and they do not 
duplicate those included by Paragraph 10.13O(c), for that use of the Production Facility; 

(c) 100% of the Facility Fees incurred for use of any additional facility for the production, processing, 
treatment, storage, transportation or other handling of Petroleum Substances, calculated for 100% on the 
same basis as they are paid for that use with respect to the share of Petroleum Substances otherwise 
applicable to the Non-Participating Party's Working Interest; and 

(d} 200% of the cost of the construction, acquisition and installation of that Production Facility. 

The proceeds of sale from or allocated to the Participating Parties' share of production from those wells will be 
deemed to be sold at a price not less than a Market Price for this calculation, provided that 100% of the proceeds 
will be calculated using the price paid under any pre-existing arm's length bona fide agreement pertaining 
specifically to the Non-Participating Party's Working Interest in formations of the Joint Lands and the associated 
reserves if the production otherwise applicable to the Non-Participating Party's Working Interest must be sold 
thereunder. Insofar as the cost recovery in Clause 10.07 then applies to the interest of that Non-Participating Party 
in any such well, the Participating Parties may not retain its share of production therefrom under this Subclause 
until full recovery of the amounts prescribed by Subclause 10.07 A. If the amounts prescribed by Subdause 10.07A 
have been recovered, that Non-Participating Party may not resume participation in that well until full recovery of any 
additional amounts prescribed by this Subclause. The charges included under this Subclause will include any 
associated overhead charges prescribed by the Accounting Procedure, and will be modified to reflect any 
subsequent adjustments. including those from an audit. 

E. Right To Pav Cash Amount-Notwithstanding any other provision of this Clause, a Non-Participating Party with 
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G. 

H. 

I. 

J. 

respect to a Production Faclllty may, at any time, become a Participating Party therein on the following basis: 

(a) it may pay to the applicable Operator (on behalf of the applicable Participating Parties), in cash, the 
outstanding amount to be recovered from its Working Interest share of production under Subclause 
10.130, subject to the rights of Inspection and audit hereunder to confirm that amount in due course; 

(b) that payment (and any associated adjustment) will be deemed by the Parties to be a payment for the 
reacquisition of that Non-Participating Party's Working Interest share of the rights to take Petroleum 
Substances that were suspended under this Clause; 

(c) the Parties intend this to be considered for tax purposes as the acquisition of a tangible property; 

( d) subject to the tax impact described in this Subclause, a Non-Participating Party that pays that amount will 
thereafter be treated as if it had initially been a Participating Party for its Working Interest share of the 
costs of that Production Facility, including: (i} all accrued liabilities and obligations associated with that 
Production Facility; (ii) any required revenue adjustments on a cash basis; and (iii) any subsequent 
adjustment of costs, whether by audit or otherwise; 

( e) the accounts of the applicable Parties will be adjusted accordingly for any such adjustments, including an 
adjustment to the amount prescribed by the percentage multiple in Paragraph 10.130(d); 

(f) the Operator will distribute to the applicable Participating Parties any amount received by it on their behalf 
within 21 Business Days after its receipt, falllng which the default remedies in Clause 5.05 will apply, 
mutatis mutandis, to the amount owing; and 

(g) the Participating Parties will not apply as a credit under Subclause 10.13D any cash payment from a Non
Participating Party under this Subclause when determining the cost recovery applicable to any other Non
Participating Party's Working Interest with respect to that Production Facility. 

To facilitate the rights granted under this Subclause, the Operator of a Production Facllity will allow a Non
Participating Party's representatives to conduct a field Inspection of the Production Facility and to review the 
associated facility file on reasonable notice to It, at that Non-Participating Party's sole cost, risk and expense, 
insofar as ls reasonably appropriate to assess: (i) the technical integrity of the Production Facility for the 
contemplated use; (ii) HSE matters; and (iii) title to the Production Facility. 

Application Of Proceeds-The Participating Parties will apply the proceeds from a Non-Participating Party's share of 
production on a current basis, and in order, to Paragraphs 10.130(a), (b), (c) and (d) during the period they retain 
that production under Subclause 10.130. Except to the extent modified in this Clause, Subclauses 10.07F, G and H 
and Subclause 10.09B will apply, mutatis mutandis, to this Clause. 

Notice Of Cost Recovery And Election Right-The Operator for the Participating Parties in the Production Facility 
described in this Clause will notify the Non-Participating Parties subject to the cost recovery that the proceeds 
prescribed by Subclause 10.130 have been recovered within 30 days after the end of the calendar month in which 
that recovery occurred. Within 30 days after receipt of that notice, each Non-Participating Party will notify the 
Operator if it accepts or refuses participation In that Production Facility. A Non-Participating Party that fails to make 
an election within that period will be deemed to elect to accept that participation. 

Participation Accepted-A Non-Participating Party that pays In cash the outstanding amount to be recovered from its 
share of production under Subclause 10.13E or that accepts participation in a Production Facility under Subclause 
10.13G will acquire an Interest in the Production Facility equal to its Working Interest, effective as of the date of that 
payment or full recovery of the proceeds prescribed by Subclause 10.130, as applicable, provided that a Party that 
acquires its Working Interest by making that cash payment makes that acquisition subject to the sharing of rights 
and obligations contemplated in Paragraph 10.13E(d). The Operator of the Production Facility will revise the 
Working Interests therein to reflect elections under Subclause 10.13G, and the Parties will adjust accounts 
accordingly on a cash basis for the period between the date of that payment or cost recovery and the first of the 
calendar month next following the month in which that Non-Participating Party made that payment or notified the 
Operator that it accepted participation. The Parties with Working Interests in that Production FacilityVvill then hold it 
for their Joint Account. The Operator will operate that Production Facility, provided that a different Operator will be 
appointed under Clause 10.04 if the Operator does not have a Working Interest In that Production Facility or it 
declines the opportunity to become Operator at the time it acquires participation under this Subclause. 

Participation Not Accepted-A Non-Participating Party that refuses participation in a Production Facility under 
Subclause 10.13G will forfeit its right of participation therein to the applicable Participating Parties. It may then only 
use it for such fee as may be agreed with the Parties that own it. and, failing agreement, under Subcfause 10.13J. 

Failure To Take In Kind After Election To Do So-The Parties owning a Production Facility may produce, process, 
treat, store, transport or otherwise handle Petroleum Substances on behalf of a Party, insofar as that Party elected 
to take its share of production in kind under Paragraph 10.13B(b} and then does not do so. Those Parties may 
charge that Party a fee for that use on the same basis as provided In Clause 14.04, including a reasonable rate of 
return on capital Investment. That fee is in addition to any marketing fee under Clause 6.04. 

41 



10.14 Non-Participation In Expansion Of Production Facility 

Subject to Clause 14.02 for expansions that result In a Production Facility no longer being subject hereto, Clause 10.13 will 
apply, mutatis mutandhs, to an expansion of or an addition to an existing Production Facility, except that: 

(a} the associated Operation Notice will be served to those Parties holding a Working Interest in that Production 
Facility and those Non-Participating Parties subject to the cost recovery prescribed by Subclause 10.130, provided 
that participation thereunder will be limited to those Parties holding a Working Interest in that Production F acllity at 
the expiry of the response period for that Operation Notice; 

(b) a Receiving Party of such an Operation Notice that holds a Working Interest therein (including any Non
Participating Party that has made a cash payment under Subclause 10.13E to obtain participation therein) will elect, 
on the same basis as prescribed by Clause 10.02, to participate in that Operation orto be subject to a cost recovery 
therefor in the same manner as provided in Subclause 10.130; 

(c} the cost recovery therefor prescribed by Paragraph 10.13O(d) will be 150%, rather than 200%; 

(d} a Party that holds a Working Interest in that Production Facility that is a Non-Participating Party for that expansion 
or addition will acquire Its Working Interest in the portion of the Production Facility resulting from that Operation 
after recovery of the prescribed cost recovery; and 

( e) the costs of that expansion or addition will be added to the costs to be recovered for that Production Facility under 
Subclause 10.130 If that Operation is to be conducted before the recovery of costs prescribed by that Subclause, 
provided that the proceeds of production to be applied against those costs will first be applied to the cost recovery 
prescribed by Clause 10.13 for the construction, acquisition or Installation of that Production Facility. 

10.15 Accounts And Audits During Penalty Recovery 

A. Statements-The Operator of an Independent Operation subject to a cost recovery under this Article will maintain 
accounting records therefor on a financial month basis In accordance with the requirements of this Article and the 
Accounting Procedure. It will periodically provide to the Non-Participating Parties and the affected Participating 
Parties a written statement showing in reasonable detail all debits and credits made in that calculation, subject to 
the obligations to maintain accounts and provide Information under Clauses 3.07 and 10.19. The Operator will issue 
those statements at the following frequency: 

(a) within 6 months after the drilling rig release of an Independent Well or completion of the Independent 
Operation, as applicable, for the initial statement; 

(b) every 12 months for an Independent Well capable of production, but not then producing; and 

(c) every 6 months for an Independent Well producing Petroleum Substances or a Production Facility, 
provided that the Operator will Issue that statement on a monthly basis for any such Independent Well or 
Production Facility if the outstanding capital amount under the cost recovery is less than 6 times t,he net 
proceeds applied to that capital amount in the preceding month. 

The obligations of the Operator under this Clause will be performed by the Proposing Party if the Operator of the 
Independent Operation has participated therein for only its Working Interest share of costs. 

B. Operator May Use Its Cost And Revenue Experience-The Operator of an Independent Operation may use its own 
costs and revenues as a proxy for those of the Participating Parties when making calculations under this Clause, 
subject to any audit by a Non-Participating Party. 

C. Adiustments To Accounts-Any adjustments to the debits or credits used in the calculation of a cost recovery 
hereunder after a Non-Participating Party's election to acquire its Working Interest In the applicable well or 
Production Facility will be handled as a financial adjustment between the applicable Parties. This Includes any 
adjustments that pertain to a period prior to the effective date of that election. 

D. Audff Processes For Cost Recovery Accounts-The audit provisions of the Accounting Procedure will apply, mutatis 
mutandis, to a cost recovery for an Independent Operation. The Parties 'Nill conduct any such audit in accordance 
with the guidelines in the then most current PASC Joint Venture Audit Protocol Bulletin, insofar as they do not 
conflict with the Accounting Procedure. A Non-Participating Party may conduct any such audit 'Nith respect to any 
Participating Party entitled under Clause 10.17 to a cost recovery because ofits assumption of costs applicable to a 
Non-Participating Party's Working Interest. 

E. Failure To Deliver Statement After Request-A Non-Participating Party that does not receive a cost recovery 
statement when prescribed by Subclause 10.15A may, by notice to the Operator of the Independent Operation and 
the other Participating Parties that assumed its share of costs therein, request a statement that complies with the 
requirements of that Subclause. That Non-Participating Party may, by notice to those Parties, conduct an audit of 
the cost recovery account if the Operator does not distribute that statement within 60 days after issuance of that 
notice. Those Participating Parties will bear the cost of any such audit in the same proportions as they assumed 
the costs otherv,~se applicable to that Non-Participating Party, If more than one Non-Participating Party conducts 
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such an audit, they will conduct it simultaneously. 

F. Late Notice Of Recovery-This Subclause applies if the prescribed recovery of costs for an Independent Operation 
has occurred and the Participating Parties have not notified the Non-Participating Parties of that recovery or have 
given that notification later than 30 days after the end of the calendar month in which that recovery occurred. Each 
Non-Participating Party may elect, within 30 days after its discovery of that omission or its receipt of that notice, to 
obtain participation in the applicable Independent Well or Production Facility under this Article, effective as of the 
date of that recovery. The Parties will retroactively adjust their accounts accordingly through a cash adjustment for 
the applicable charges and credits If any Non-Participating Party elects to obtain that participation. Clause 5.05will 
apply, mutatis mutandis, to any amount owed to a Non-Participating Party after its election under this Subclause. 

10.16 Rights And Duties Of Participating Parties 

Subject to this Article, the provisions of this Operating Procedure will apply, mutatls mutandis, to an Independent Operation, 
as if it otherwise were a Joint Operation of the Participating Parties. 

10.17 Benefits And Obligations To Be Shared 

The Participating Parties will share, in the same proportions as they assumed the costs of the Independent Operation 
applicable to the Non-Participating Party's Working Interest: (i) any allocation of production; (ii) any forfeiture of interest; (Iii) 
any cash payment by a Non-Participating Party under Clause 10.13 and 10.14; or (iv) any right of a Non-Participating Party 
to resume participation under this Article. Subject to the previous sentence, they will share the benefits and obligations 
relating to an Independent Operation in proportion to their respective Participating Interests therein. 

10.18 Indemnification Of Non-Participating Parties 

Subject to the handling of Extraordinary Damages prescribed by Clause 4.04, the Participating Parties will: 

(a) be liable to each Non-Participating Party for Its Losses and Liabilities; and 

(b) in addition, indemnify and hold harmless each Non-Participating Party, its Affiliates and their respective directors, 
officers and employees from and against all of their Losses and Liabilities; 

Insofar as they are a direct result of, or directly attributable to, any act, omission or failure to act (whether negligent or 
otherwise) of the Participating Parties or their Affiliates, directors, officers, agents, employees, Independent contractors, 
licencees or invitees in planning or conducting that Independent Operation. This Clause will also apply, mutatis mutandis, 
between the applicable Participating Parties and a Receiving Party that elected under Subclause 10.0SF for an Equipping or 
Subclause 10.13B for a Production Facility to: (i) take its share of production in kind; or (ii) pay any applicable usage fee. 

10.19 Non-Participating Party Denied Information 

A Non-Participating Party with respect to an Independent Well will not initially be entitled to access to the well site or any 
information therefrom, including the Information prescribed by Article 7.00 and Clause 10.15. Subject to any withholding of 
information from it under Paragraph 5.05B(b) because of its default, it is entitled to access to that well site and the delivery of 
that information at the earlier of the date it becomes a Participating Party in that well or that date prescribed for the delivery of 
the applicable information by Paragraph (a) or (b) of this Clause. Those dates are: 

(a) for the drilling of a new well or the Deepening or Sidetracking of an existing well and the delivery of the information 
prescribed by Clauses 7.02 and 7.03, 150 days after the drilling rig release date of the rig used todrillthatwellto its 
projected depth or to conduct that Deepening or Sidetracking, as applicable, provided that the drilling of a new well 
and a Deepening or Sidetracking of that well will be regarded for this Clause as: (i) distinct Operations if the 
Deepening or Sidetracking is conducted by re-entering that well after its initial drilling rig release date; and (ii) a 
single, continuous Operation if the Deepening or Sidetracking is conducted prior to the initial drilling rig release date 
of that well; 

(b) for the conduct of a Completion, Recompletion or Reworking and the delivery of the information prescribed by 
Clauses 7 .04 and 7 .05, at the later of: (I) the date prescribed by Paragraph 10.19(a) because that Non-Participating 
Party did not participate in the applicable drilling Operation; and (ii) 90 days after the conclusion of that Completion, 
Recompletion or Reworking. Insofar as the information prescribed by Clause 7.05 is obtained by the Participating 
Parties after the expiry of the period prescribed by this Paragraph, a Non-Participating Party will be entitled to that 
information 45 days after receipt of that information by the Operator of that well. 

However, a Non-Participating Party will not be entitled to any access to that well site or the delivery of that information 
insofar as: (i) it has no subsequent right to obtain participation in that well because of the application of Clause 10.1 O; or (ii) 
the well is classified as an experimental well under the Regulations. 

10.20 Pooling Or Unitization Prior To Cost Recovery 

The Participating Parties in an Independent Weil to which a cost recovery applies hereunder may include that well and its 
Spacing Unit in a pooling or unit agreement with the Non-Participating Parties' consent, which consent may not be 
unreasonably withheld or delayed. They Will retain the production allocated to that Spacing Unit thereunder until the 
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prescribed cost recovery has been attained. They will adjust the costs incurred by them in the cost recovery account for that 
well for any credits and debits accruing to them under that pooling or unit agreement for any adjustment of investment for 
wells and equipment. They will identify any such adjustment in the statements issued under Clause 10.15. 

11.00 SURRENDER OF JOINT LANDS 

11.01 Surrender Notice And Reply 

Not later than 60 days before the next anniversary date or other date on which an obligation must be fulfilled to maintain a 
Title Document in good standing, a Party may notify the other Parties that all or some of the Joint Lands held thereunder are 
proposed for surrender to their granter. That Party may only propose for surrender Joint Lands of dimensions that such 
grantor would be required to accept the surrender, and, subject to any financial obligations in Subclause 11.03C, those Joint 
Lands must not then be subject to any obligation that cannot be avoided by their surrender. Each other Party will notify the 
other Parties within 30 days after receipt of that notice if it elects to join in the surrender. A Party that fails to respond to that 
notice within that period will be deemed to elect not to join in the surrender, subject to any application of Article 23.00 to a 
delinquent Party. Any Party may, by notice to the other Parties, revoke its notice to surrender not later than three Business 
Days after expiry of that 30 day period if at least one other Party elected (or was deemed to elect) not to join in the surrender. 

11.02 Surrender By All Parties 

A 

8. 

C. 

~Insofar as all Parties elect to surrender under Clause 11.01, the Operator will promptly salvage all salvable 
Joint Property serving only the Joint Lands to be surrendered, Including any Production Facilities serving only wells 
located on those Joint Lands, subject to Articles 8.00, 9.00 and 10.00 for Horizontal Wells, Casing Point elections 
and Independent Operations respectively. The Title Administrator will prepare all required documents, and deliver 
them promptly to the grantor of the applicable Title Document after any required execution by the other Parties. 

Rights Retained Until Surrender Effected-If all Parties agree to effect a surrender, the Parties will hold the 
applicable Joint Lands and other associated Joint Property for the Joint Account until the surrender has been 
irrevocably effected. Each Party will accrue its Working Interest share of all benefits and obligations pertaining to 
those Joint Lands and that Joint Property during the interim period until the surrender is complete. If any Party that 
elected to surrender does not surrender and any further resultant obligations arise respecting those Joint Lands or 
that Joint Property, it will be solely responsible for their satisfaction, and will be liable to and indemnify each other 
Party from and against any Losses and Liabilities that other Party may suffer as a direct result thereof. 

Responsibility For Liabilities-The Parties will remain responsible under this Agreement for accrued liabilities 
pertaining to the Joint Lands surrendered under this Clause, including any Abandonment obligations or other 
Environmental Liabilities for associated surface rights. 

11.03 Surrender By Fewer Than All Parties 

A. 

B. 

C. 

D. 

Appointment Of Operator For Retained Lands-If fewer than all Parties elect to join in a surrender, the non
surrendering Parties will, if the Operator is not one of them, promptly appoint an Operator for the applicable Joint 
Lands. That Party, or the Title Administrator if it retains a Working Interest, will take the necessary steps to maintain 
those Joint Lands in good standing under the Title Documents, subject to Subciause 11.030. 

Assignment By Surrendering Parties-Effective as of 2400 hours on the day before the anniversary date or obligation 
date in Clause 11.01, each Party that elected to surrender its Working Interest In the applicable Joint Lands and 
associated Joint Property will be deemed to have assigned those interests to the non-surrendering Parties in 
proportion to their respective Working Interests therein, or In such other proportions as they may agree. Within 30 
days after that deemed assignment, the Parties will determine, under the Accounting Procedure, the surrendering 
Parties' pre-surrender Working Interest share of the net salvage value of the salvable material and equipment so 
assigned, less their pre-surrender share of the estimated cost of Abandoning each well and the associated Joint 
Property, including reclamation of the associated surface rights. Subject to any application of the dispute resolution 
process in Article 21.00, the Parties will adjust accounts accordingly. The default remedies in Clause 5.05 will 
apply, mutatis mutandfs, if they have not adjusted accounts within 30 days after that determination. The Parties will 
complete, in a timely manner, any documentation reasonably appropriate to reflect such an assignment. 

Surrender Not Full Release-Upon completion of the deemed assignment and adjustment of accounts under 
Subclause 11.03B, a surrendering Party will be released from all obligations thereafter accruing forthe surrendered 
Joint Lands and the associated Joint Property. However, this release will not apply to any obligatlon that accrued 
before the effective date of that deemed assignment, including: (I) any Environmental Liabilities; (ii) any costs 
applicable to an emergency that occurred or commenced before that time, regardless of when those costs are 
incurred; (iii) payment of its share of costs for each approved Joint Operation and any Independent Operation in 
which it elected to participate; (Iv) any adjustment of accounts under the Accounting Procedure; (v) any application 
of Article 15.00 to an encumbrance not borne for the Joint Account; and (vi) any application of Article 18.00 to 
information required to be kept confidential, except that this retention of responsibility will not apply to Abandonment 
obligations or other Environmental Liabilities for those Joint Lands, that Joint Property and the associated surface 
rights insofar as the Parties adjusted accounts therefor under Subclause 11.03B. 

Retaining Parties' Obligation-The non-surrendering Parties will satisfy the obligation that prompted the surrender 
notice if: (i) it could have been avoided by the proposed surrender; and (ii) failure to satisfy it would prejudice the 

44 



Parties' title in any other Joint Lands. However, this Subclause wlll not require the non-surrendering Parties to 
conduct any Operation to maintain the surrendered Joint Lands in good standing under that Title Document. 

12.00 ABANDONMENT OF JOINT WELLS 

12.01 Abandonment Procedure 

Except for any Abandonment conducted under Article 9.00 after a Casing Point election or any partial Abandonment of a well 
for a Recompletion or Sidetracking under Clause 10.08, a Party must notify the other Parties under this Article of its intention 
to Initiate Abandonment of a well held for the Joint Account, provided that: (I) it may not serve such a notice while an 
emergency exists with respect to that well; and (ii) any such notice will be void If an emergency arises respecting that well 
before expiry of the response period for that notice. Each other Party will notify the other Parties within 30 days after receipt 
of that notice if it wishes to take over that well. A Party that falls to respond to that notice within that period will be deemed to 
elect to retain that well, subject to any application of Article 23.00 to a delinquent Party. Any Party may, by notice to the 
other Parties, revoke its election to Abandon a well not later than three Business Days after expiry of that 30 day period if at 
least one Party elected ( or was deemed to elect) not to join in that Abandonment. The Operator will Abandon the well for the 
Joint Account if all Parties elect to join in the Abandonment, subject to Paragraph 10.06C(b) for an acquired well. 

12.02 Assignment Of Right To Produce, Equipment And Surface Rights 

A. 

B. 

C. 

Assignment By Abandoning Part/es-Subject to the revocation right in Clause 12.01 and any application of Article 
15.00 to an encumbrance not borne for the Joint Account, if fewer than all Parties elect to Abandon a well under 
Clause 12.01, the Abandoning Parties will, effective as of expiry of the 30 day period therein and without 
consideration or warranty ( environmental or otherwise), be deemed to have assigned to the other Parties on an "as 
is, where is" basis the Abandoning Parties' Working Interests in: (I} that well; (ii) the surface rights and other Joint 
Property serving only that well; and (iii) the right to produce Petroleum Substances from the Spacing Unit of that 
well, insofar only as it relates to the formation In which that well has been Completed and the exploitation thereof 
through that wellbore. However, except as provided In the preceding sentence for produced Petroleum Substances, 
this assignment does not apply to the Abandoning Parties' Working Interests in the Joint Lands comprising that 
Spacing Unit or its right to recover Petroleum Substances from that formation in a different location in that Spacing 
Unit through the use, in whole or In part, of a different wellbore. All such assignments will be in proportion to the 
non-Abandoning Parties' respective Working Interests In that well before any such assignment, or in such other 
proportions as they may agree. The Parties not joining in the proposed Abandonment will, if the Operator Is not one 
of them, promptly appoint an Operator for the well and applicable assets, provided that such Party Is eligible under 
the Regulations to accept a transfer of the well licence for that well. Unless otherwise agreed by the Parties, each 
Party will be deemed to have elected to join In the Abandonment if no retaining Party Is eligible to accept a transfer 
of the well licence therefor under the Regulations, in which case the Operator will proceed to Abandon that well for 
the Joint Account. The Parties will complete, in a timely manner, any documentation reasonably appropriate to 
reflect such an assignment. 

Adiustment Of Accounts-Within 30 days after the deemed assignment in Subclause 12.02A, the Parties will 
determine, under the Accounting Procedure, the Abandoning Parties' Working Interest share of the net salvage 
value of the assigned material and equipment, less their Working Interest share of the estimated cost of 
Abandoning that well. Subject to any application of the dispute resolution process in Article 21.00, the Parties will 
adjust accounts accordingly. The default remedies in Clause 5.05 will apply, mutatis mutandis, if they have not 
adjusted accounts within 30 days after that determination. 

Subsequent Responsibility For We/I-Subject to Clause 12.03, the Parties receiving an assignment under this 
Clause are responsible for all Abandonment obligations and Environmental Liabilities that accrued respecting that 
well and all other obligations thereafter accruing respecting the well. The liability and indemnification obligations in 
Clause 10.18 will apply, mutatis mutandis, between the Abandoning Parties and the Parties receiving that 
assignment, as if that well were an Independent Well. However, this Article will not release a Party from any costs 
directly associated with an emergency that occurred before the effective date of the assignment, regardless of when 
those costs are incurred, insofar as they were not included in the adjustment of accounts under Subclause 12.02B. 

12.03 Abandoning Parties' Rights Upon Subsequent Abandonment Of Formation 

if the Parties holding the Working Interests in a well assigned under Clause 12.02 subsequently plug back or Deepen that 
well to conduct additional Operations in the Joint Lands, the Operation Notice or AFE for that Operation must also offer the 
Abandoning Parties (or their respective successors in interest) then holding Working Interests in the applicable Joint Lands 
the opportunity to reacquire a Working Interest In that well equal to their Working Interest In those Joint Lands. Subclause 
12.02B will apply. mutatis mutandis, to the consideration for the reacquisition of that well and the associated equipment. 

13.00 OPERATION OF SEGREGATED INTERESTS 

13.01 Operating Procedure To Apply 

A. Deemed Separate Agreement-If, due to operation of any provision of the Agreement (including Article 24.00), the 
Joint Lands are not all owned by the Parties In the same percentages of Working Interests or by the same Parties, 
the Parties will hold each portion of the Joint Lands in which the Working Interests are common as if they are 
Parties to separate agreements, effective as of the date that the applicable change of interest becomes binding 
under Subclause 24.04A or Is otherwise effective under the Agreement. The terms ofthe Agreement (including this 
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Operating Procedure and, as applicable, the Head Agreement and any other Schedule) will apply, mutatis 
mutandis, to each such separate agreement and the affected lands, having regard only to the different ownership 
therein. Insofar as lands held under separate agreements are again held by the Parties In common Working 
Interests, those separate agreements will be treated as a single agreement for the applicable lands, effective as of 
the date that the applicable change of interest becomes binding under Subclause 24.04A or is otherwise effective 
under the Agreement. This Clause will also apply, mutat;s mutandis, to a Production Facility. 

B. Operator Under Separate Agreement-The Operator will be the initial Operator under a separate agreement 
described in Subclause 13.01A if it holds a Working Interest in the Joint Lands or Production Facility operated 
thereunder. The Parties holding Working Interests in the Joint Lands or Production Facility operated under such a 
separate agreement will appoint an initial Operator under Article 2.00 of the Operating Procedure thereto if the 
Operator does not hold a Working Interest therein. 

14.00 OPERATION OF JOINT PRODUCTION FACILITIES 

14.01 ownership Of Production Facilities 

Each Partywm own an undivided Interest in a Production Facility equal to Its Working Interest. subject to Clauses 10.13 and 
10.14 with respect to Independent Operations relating to a Production Facility. 

14.02 Article Ceases To Apply In Certain Circumstances 

other than for the outstanding rights and obligations of any Non-Participating Parties under Clauses 10.13 and 10.14 and 
any other rights and obligations that accrued while it was operated as a Production Facility, a Production Facility will no 
longer be operated hereunder If: 

(a} surplus capacity therein will be used to handle outside Substances of a Party or third party and any Party requests, 
by notice, that the Production Facility be governed by a separate agreement, In which case it will cease to be a 
Production Facility effective as of the first day of the second calendar month after issuance of that notice; 

(b) any proposed expansion of or addition to a Production Facility would result in it thereupon being used to handle 
Outside Substances or no longer satisfying the condition in Paragraph (d) of the definition of Production Facility, In 
which case the expansion or addition may only proceed hereunder with the Parties' consent and it will cease to be a 
Production Facility as of Commencement of the associated construction; or 

(c) the Parties so agree, in which case it will cease to be a Production Facility as of the time they designate. 

If a Production Facility ceases to be a Production Facility under this Clause, the Parties will negotiate a separate agreement 
for its operation with due diligence and in good faith, using as a basis the 1999 P JVA CO&O Agreement ( or the most current 
replacement therefor then endorsed for use by the Petroleum Joint Venture Association) and the Accounting Procedure. 

14.03 Use Of Production Facilities 

Each Production Facility will initially be designed and used exclusively for Petroleum Substances. The Operator will notify the 
Parties of the current and forecast use and capacity of a Production Facility at such frequency as it regards as appropriate. 
Any Party owning a Working Interest in a Production Facility may, subject to Clause 14.02 and Subclause 14.040, use all or 
a portion of any surplus capacity therein on an interruptible basis for Outside Substances owned by it, provided that: 

(a) 

(b) 

the Outside Substances are compatible with the design and operation of that Production Facility and with the nature 
of Petroleum Substances, including the manner and timing of their delivery to that Production Facility; and 

subject to any agreement under Clause 14.04, the production, processing, treatment, storage, transportation or 
other handling of Petroleum Substances will always have priority in the use of that Production Facility, and, insofar 
as that surplus capacity is required for that purpose, the delivery of those Outside Substances will be curtailed. 

The Operator will prorate any additional surplus capacity to the Parties wishing to use it in the ratio that each of their Working 
Interests therein bears to their total Working Interests therein. The Operator will allocate to a Party its desired surplus 
capacity if its entitlement to surplus capacity exceeds its desired capacity. The Operator will then allocate remaining surplus 
capacity to which that Party would be entitled on the same basis to those other Parties wishing to use it, until the required 
surplus capacity has been allocated fully. 

14.04 Custom Usage 

A. Approval Of Terms-Subject to Clause 14.02, a Production Facility may only be used for Outside Substances owned 
by a third party with the approval of all Parties with Working Interests therein. The Operator will notify the other 
Parties of the material terms of any such proposed third party arrangement. A Party that does not notify the 
Operator that it objects to that proposed arrangement within 1 O Business Days after its receipt of the Operator's 
notice will be deemed to have approved it. The Operator will enter into any such arrangement with a third party on 
behalf of all of those Parties on such terms and for such fees as may be approved by them. However, the Operator 
will include in each such agreement with a third party provisions that are consistent with the conditions in 
Paragraphs 14.03(a} and (b} and Clauses 14.05, 14.06 and 14.07, unless otherwise agreed by the Parties. 
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B. Fee ~omponents-Unless otherwise agreed by the Parties, the fee charged to a third party for use of a Production 
FacUfty under this Clause will include: 

(a) a capital recovery component designed to provide a reasonable rate of return on the capital investment in 
the Production Facility by using as a guideline the industry recognized Jumping Pound-05 methodology 
(or the most current replacement therefor in effect at the relevant time); and 

(b) an operating cost component calculated and assessed on the basis of facility throughput costs. 

C. Sharing Of Fees-The Operator will credit the Parties on a monthly basis the capital recovery component of all fees 
received from a third party in proportion to their Working Interests in the Production Facility. This is based on the 
principle that the Parties have pooled their interests in surplus capacity therein and that all arrangements for use of 
surplus capacity and all such capital fees will be shared in proportion to their Working Interests therein. The 
Operator will credit the operating cost component of the fees against the Parties' share of the Operating Costs of 
the Production Facility. 

D. OAArator May Deny Entry-Notwithstanding anything to the contrary herein, the Operator may deny any Outside 
Substances entry into a Production Facility if the Operator reasonably befieves that the cost to process, treat, store, 
transport or otherwise handle them would significantly exceed the average cost for a similar handling of Petroleum 
Substances, unless those additional costs were taken into account when setting the fees to be charged for handling 
those Outside Substances. 

14.05 Allocation Of Costs 

The Operator will allocate the Operating Costs of a Production Facility on a throughput basis, proportionate to the volumes of 
Petroleum Substances and Outside Substances delivered to the Production Facility for handling, subject to: (i) Clause 14.02; 
(Ii) any special allocation of costs under Subclause 14.040; and (iii) any other agreement of the Parties. The Operator will 
make this allocation monthly on an estimated basis and then adjust it within 180 days after the end of the year based on 
actual annual Operating Costs and actual annual throughput volumes. Each Party with a Working Interest in a Production 
Facility will bear its Working Interest share of capital costs subsequently incurred for that Production Facility, subject to 
Clauses 10.13 and 10.14 for Independent Operations and Clause 14.02. 

14.06 Allocation Of Products 

Subject to Clause 14.02, the Operator will sample the composition of the applicable inlet streams at such frequency as is 
reasonably appropriate if a Production Facility handles any outside Substances. The Operator will allocate to each Party 
and each applicable third party a share of any products produced from the processing or treatment of those inlet streams as 
produced from the Production Facility. The Operatorwlll make that allocation in the proportion that the volume of Petroleum 
Substances and outside Substances of each Party and each applicable third party delivered to that Production Facility bears 
to the total volume thereof in the absence of a significant variation in the composition of those inlet streams and subject to 
Clauses 10.13 and 10.14 for Independent Operations. The Parties will attemptto determine an equitable method of allocating 
the products produced therefrom If there is a significant variation In the composition of those inlet streams. 

14.07 Allocation Of Losses And Shrinkage 

Subject to Clause 14.02, the Operator may use inlet streams of Petroleum Substances and Outside Substances delivered to 
a Production Facility insofar as necessary for their efficient processing or handling and in a manner that is reasonable and 
not disproportionate to its use for those inlet streams. The Operator may also flare any Petroleum Substances, outside 
Substances or any product obtained from the processing or treatment thereof at any time, acting reasonably, to maintain 
minimum necessary flare volumes or if It reasonably determines that there is an emergency or operational problem. Each 
Party and third party using the applicable Production Facility will share any losses or gains actually incurred with respect to 
Petroleum Substances, Outside Substances or any products obtained from the processing or treatment thereof, due to 
evaporation, leakage, spills, flaring, handling, measurement or use as facility fuel. They will bear any such loss or gain in 
proportion to the applicable ownership if the Operator can identify the actual owner of any such gain or loss. otherwise, 
each Party and applicable third party will bear those losses or gains in the proportion that the volume of its applicable 
Petroleum Substances and Outside Substances delivered to that Production Facility bears to the total volume thereof. 

14.08 Resolution Of Certain Disputes Under Article 14.00 

A Party may, by notice to the other Parties, refer a dispute between the Parties for resolution under Article 21.00 if the 
dispute is about: (i) the capacity or surplus capacity available to handle any Petroleum Substances or Outside Substances 
under Clause 14.03 and 14.04; (ii} the approval of a fee for use of a Production Facility under Clause 10.13 or 14.04; (iii) the 
allocation of Operating Costs under Clause 14.05; (iv) a significant variation in the composition of inlet streams of Petroleum 
Substances and Outside Substances under Clause 14.06; or (v) the allocation of products or losses and shrinkage under 
Clause 14.06 or 14.07 respectively. 

15.00 ENCUMBRANCES 

15.01 Responsibility For Additional Encumbrances 

A Party will be solely responsible for the additional encumbrance if its Working Interest is or becomes encumbered by any 
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royalty, overriding royalty, net profits interest, carried Interest, production payment or other charge of a similar nature in 
addition to the royalties payable to the grantor of the Title Documents and any other charge borne for the Joint Account. It 
will retain sole responsibility for any such additional encumbrance if its Working Interest (or the share of Petroleum 
Substances applicable thereto) is subject to any assignment hereunder because of: {I) the default remedies In Clause 5.05; 
(ii) any consequence of non-participation in an Operation under a Casing Point election in Article 9.00 or the Independent 
Operation processes in Article 10.00; (iii) any surrender or proposed Abandonment by fewer than all Parties under Article 
11.00 or 12.00; or (iv) any other provision of this Agreement other than Article 24.00 respecting dispositions. That Party will 
be liable to and, in addition, indemnify each other Party from and against any Losses or Liabilities that other Party may suffer 
because of the encumbered Party's failure to fulfil! its responsibilities for that additional encumbrance. 

15.02 Certain Encumbrances Continue To Apply To Working Interest 

Notwithstanding Clause 15.01 (but subject to the Head Agreement), a Party's obligation under Clause 15.01 to bear sole 
responsibility for an additional encumbrance applicable to its Working Interest will not apply, insofar as it is created under this 
Agreement or is specifically acknowledged therein to be an encumbrance that applies to its Working Interest {or the 
associated share of Petroleum Substances). 

16.00 FORCE MAJEURE 

16.01 Suspension Of Obligations Due To Force Majeure 

Notwithstanding any provision herein requiring performance of a particular obligation or its performance by a particular time 
(including that prescribed for Commencement of an Operation under Article 7.00 or 10.00), the obligations of a Party 
prevented by Force Majeure from fulfilling any obligation hereunder, in whole or in part, will be suspended (and the period for 
performance extended). That suspension will apply insofar only as: (I} an obligation is affected by that Force Majeure; and (ii) 
the Force Majeure continues to prevent its performance and, subject to the obligation to remedy in Clause 16.02, for that 
time thereafter as that Party may reasonably require to commence diligently to fulfill that obligation. However, a Force 
Majeure will not suspend any obligation to pay an amount hereunder. A Party prevented from fulfilling an obligation by Force 
Majeure will promptly notify the other Parties, outlining in reasonable detail in that notice the suspended obligations, the date 
and extent of the suspension, its anticipated duration and its cause. 

16.02 Obligation To Remedy Force Majeure 

A Party claiming Force Majeure under Clause 16.01 will promptly remedy its cause and effect. insofar as it is reasonably able 
to do so. However, it will not be required to resolve any strike, lockout or other industrial disturbance solely to remedy 
promptly a Force Majeure. That Party will update the other Parties about the status of the Force Majeure and its efforts to 
remedy it at reasonable frequency. It will promptly notify the other Parties when that Force Majeure ceases to prevent the 
performance of the applicable obligation. 

17.00 INCENTIVES 

17.01 Sharing Of Certain Incentives And Benefits 

A. Basis For Sharing-The Parties participating in an Operation will share any resultant drilling incentives, geophysical 
incentive credits, royalty exemptions or other incentives that accrue collectively to them under the Regulations in 
proportion to their Participating Interests therein. The Operator for that Operation will apply for any such benefits at 
such time and in such manner as are prescribed by the Regulations. However, the Parties will not share royalty tax 
credits, scientific research credits, experimental development investment tax credits, emission credits or other 
benefits or incentives that accrue to a Party individually due to its unique corporate or organizational attributes, 
including a different cost base in the Joint Property that may entitle it to a lower royalty rate than other Parties. 

B. Entitlements For Land Retention-If an Operation enables the Parties to apply entitlements under the Regulations to 
retain portions of the Joint Lands for a further period under the Title Documents, the Parties will first apply them to 
the Joint Lands. Insofar as there are additional entitlements that would allow retention of other petroleum and 
natural gas rights, the Parties that participated in that Operation will consult about their use. Insofar as the Parties 
are unable to agree on the use of the additional entitlements, each Party may apply a share of them to such other 
petroleum and natural gas rights as it chooses, subject to any restrictions in the Regulations. For this purpose, the 
Parties will share those additional entitlements in proportion to their Participating Interests in that Operation. 

18.00 CONFIDENTIALITY ANO USE OF INFORMATION 

18.01 Confidentiality Requirement 

Each Party entitled to information obtained under this Agreement may use it and its interpretations thereoffor its own benefit 
and account. However, subject to the disclosure process in Clause 18.03, each Party will take such measures respecting 
internal security and access to information as are appropriate to keep confidential from third parties and Parties not then 
entitled to it hereunder all such information, except insofar as the Parties have agreed to release it or a Party discloses It: 

(a} as required under a Title Document or to regulatory authorities: (i) as required by the Regulations; or (ii) as 
regarded as appropriate by that Party to optimize retention of the Joint Lands or other lands held by it, provided that 
it may not disclose that information to any third party with which it holds those other lands and that it will request 
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any confidentiality protection permitted by the Regulations; 

(b) as required by securities laws appllcable to it, provided that it will request any confidentiality protection permitted 
thereunder and that any such disclosure beyond that required by those laws is subject to the requirements of Article 
19.00 for public announcements; 

(c} to its employees, officers, directors and Affiliates to the extent appropriate for the applicable purpose, provided that: 
(i} such Party will be deemed to have required each such employee, officer, director and Affiliate to maintain the 
disclosed Information confidential under this Article; (ii) each such employee, officer, director and Affiliate will be 
deemed to have accepted that obligation; and (iii} such Party will be liable to, and, in addition, will indemnify, each 
other Party from and against any Losses and Liabilities suffered by that other Party because of the failure of that 
employee, officer, director or Affiliate to maintain that information confidential; 

(d) to a third party that is a bona fide prospective assignee of any of that Party's Working Interest (including for this 
purpose an agreement granting it the right to acquire a Working Interest for the conduct of certain operations} or a 
third party with which it is conducting bona fide negotiations directed towards a merger, amalgamation or sale of 
shares representing a majority ownership interest of that Party or any of its Affiliates, provided that any such 
disclosure of geophysical data ls: (i) restricted to showing it at the offices of the disclosing Party or in its data room; 
and (ii) is not prohibited by any agreement under which it was acquired; 

(e} to the extent reasonably appropriate for the applicable purpose, to its lenders, legal counsel, auditors, underwriters, 
financial and other professional advisors and credit rating agencies; or 

(f} to the extent required by any legal or administrative proceedings or because of any order of a court or any 
regulatory authority binding on it, provided that it will promptly notify the other Parties of any such anticipated 
disclosure and that it will request any confidentiality protection permitted thereunder. 

No Party may make a disclosure under Paragraph 18.01 (d) unless there is a prior agreement with each applicable third party 
which provides, as a minimum, that such third party will take such measures with respect to internal security and access to 
information as are appropriate to ensure that no such information will be disclosed by it to any other third party or used by it 
for other than the contemplated purpose. The confidentiality obligation in this Clause will not apply to Information insofar as It 
is in the public domain, provided that specific items of information will not be considered to be in the public domain only 
because more general information Is in the public domain. For this purpose, information is in the public domain if it: (I} is or 
becomes publicly available through no act or omission of a Party or its Affiliates, directors, officers, employees, contractors or 
advisors in breach of this Article; (ii) is already in possession of the Party to which it was disclosed, or any of its Affiliates, 
without prior restriction on disclosure; (iii) is subsequently obtained lawfully by a Party from a third party which that Party 
does not reasonably believe is obligated to maintain that information confidential; or (iv) is independently developed by a 
Party or its Affiliate without reference to the information required to be kept confidential hereunder. 

18.02 Proprietary Information Disclosed By A Party 

No Party that holds information proprietary to it or any of its Affiliates (including for this purpose. proprietary processes, 
procedures, technology or equipment or any interpretive data described in Clause 18.04) is required to disclose any such 
information hereunder. However, the Parties recognize that a Party may offer, by notice, to disclose such information to the 
other Parties under this Clause for the benefit of Operations, Including the disclosure of certain of such information for which 
patents may be held or pending. Subject to the other terms of this Article and any confidentiality or licencing agreement 
required as a condition of the disclosure, the Parties agreeing to receive that information will keep the acquired information 
confidential from third parties on the same basis as is provided under Clause 18.01, provided that a Party may not disclose 
any such acquired information under Paragraph 18.01(a) or (d). Except as otherwise provided in any such agreement, a 
Party will not use that acquired Information for any purpose other than the furtherance of Operations without entering into a 
separate licenclng agreement with the disclosing Party for that other use. 

18.03 Disclosure Of lnfonnation For Consideration 

Notwithstanding the confidentiality obligation in Clause 18.01, a Party that proposes to disclose information obtained under 
this Agreement to a third party (other than to its own Affiliate): (i) for cash; (ii} In exchange for other information; or (Hi) for 
other consideration must notify each other Party with a proprietary Interest in that information of the proposed terms of that 
disclosure. Each such Party will notify those other Parties within 15 days after receipt of that notice if it approves the 
proposed disclosure. A Party that fails to respond within that period will be deemed to approve the proposed disclosure. The 
Party that proposes that disclosure may not proceed with it unless it has obtained the approval of au those other Parties. If 
those approvals are obtained, it may proceed with the disclosure on those terms, and will distribute to those other Parties a 
copy of the acquired information (and any associated confidentiality or licencing agreement) or a share of the other 
consideration received for that disclosure. They will share any cash consideration in proportion to those interests, subject to 
the requirement in Subclause 10.07H to credit that amount to any applicable cost recovery amount. For this purpose, a Non
Participating Party with respect to an Operation from which the information proposed for disclosure was obtained will not be 
regarded as having a proprietary interest therein. 

18.04 Interpretive Data 

Except as may otherwise be provided in the Head Agreement, nothing herein requires a Party to disclose to any other Party 
any interpretation developed at its own expense from geological, geophysical or other data held by it. 
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18.05 Confidentiality Requirement To Continue 

Notwithstanding anything in this Article, any Party that otherwise ceases to be a Party will remain bound by this Article, 
except insofar as information obtained under this Agreement is in the public domain under Clause 18.01. 

18.06 Warranty Disclaimer Respecting Information Disclosures 

Each Party acknowledges that any sharing of Information under this Agreement is intended to facilitate Joint Operations, and 
is not intended to replace or limit independent review and evaluation of that information or any Joint Operation. Except in the 
event of fraud or deceit, each Party releases each other Party and its Affiliates, directors, officers and employees from any 
Losses and Liabilities that Party incurs or suffers because of the use or reliance on advice, information and materials that 
were provided to It by (or on behalf of) another Party before or under this Agreement, including any evaluations, projections, 
reports and interpretive or non-factual materials prepared by that other Party or otherwise In its possession. 

19.00 PUBLIC ANNOUNCEMENTS 

19.01 Parties To Discuss Public Announcements 

A. 

B. 

C. 

Parly To Provide Draft-Except to the extent provided in Subclauses 19.01 Band C or elsewhere In this Agreement. 
a Party proposing to make a public announcement or release under this Clause will provide the other Parties, by 
notice, with a draft of it for their comment not later than 2 Business Days before the proposed disclosure to the 
public. The proposed disclosure is subject to the Parties' prior approval, which approval may not be unreasonably 
withheld. A Party that fails to object to that disclosure, by notice to that Party within that period, will be deemed to 
approve it. A Party that issues such a notice will specify the nature of its objection in reasonable detail and any 
suggested modifications to the proposed public announcement or release. 

Public Announcements By Operator-The Operator will be responsible for the preparation and release of all public 
announcements and releases being made collectively on behalf of the Parties about this Agreement and Joint 
Operations. Notwithstanding Subclause 19.01A, it may issue a public announcement or release about an 
emergency without prior approval to do so, Insofar as: (i) it reasonably determines that the Non-Operators' prior 
approval of that disclosure is not feasible; and (ii) it limits the release of confidential information to that information 
that Is required to satisfy the requirements of the Regulations applicable to the emergency or for other health and 
safety purposes arising from the emergency. 

Regulatory And Securities Requirements-Except as otherwise provided in this Clause, Article 18.00 and elsewhere 
in this Agreement, any Party may make a public announcement or release under this Article about its involvement 
in this Agreement or Operations. including disclosure in an annual report or other periodic report or presentation to 
shareholders or the public. Notwithstanding Subclause 19.01A (but subject to the restrictions in Clause 25.04 about 
use of another Party's name or trademark), a Party is not prohibited from making any such public announcement or 
release before expiry of the time prescribed by Subclause 19.01A, insofar only as required by the Regulations, 
securities laws or stock exchange requirements applicable to it. 

20.00 LITIGATION 

20.01 Conduct Of Litigation 

Each Party will promptly notify the other Parties of any process served upon it, or of any process it intends to serve, in any 
action pertaining to the Title Documents, the Joint Lands, any Joint Operation, any other Joint Property or any other matter 
pertaining to this Agreement. The Operator will conduct any litigation pertaining thereto for the Joint Account on behalf of the 
Parties in consultation with the Parties, except insofar as that litigation pertains to fewer than all Parties or is between the 
Parties. Nothing in this Clause will preclude a Party from acting on its own behalf at its own expense if it considers that action 
appropriate. However. a Party acting on its own behalf may not settle, abandon or otherwise compromise any claim or action 
being conducted for the Joint Account for its own Working Interest share of that claim or action without the other Parties' 
written consent, which consent may not be unreasonably withheld or delayed. 

21.00 DISPUTE RESOLUTION 

This optional Article will _!WIii not _(Specify) apply herein, but if it does not apply, a Party may, by notice to the other 
affected Parties, refer any dispute identified in Paragraphs 21.03{d)-(i) to arbitration for resolution under the Arbitration Act 
(Alberta). Those Parties will then use reasonable efforts to complete that arbitration in a timely manner. 

21.01 Negotiation Of Disputes 

A. Consultation And Negotiation In Good Faith-The Parties will attempt to resolve any dispute between them arising 
µnder this Agreement through consultation and negotiation in good faith. 

B. Request For Furlher Negotiations-A Party that reasonably believes that the direct financial impact of a dispute on it 
exceeds $50,000.00 may, at any time during negotiations under Subclause 21.01A, serve notice to each other 
Party to that dispute requesting it to designate a representative with knowledge and authority to discuss the 
outstanding issues for the conduct of further negotiations. That Party v,111 include the name, position and phone 
number of its designated representative in that notice. It will also outline in reasonable detail therein: (i) the issues it 
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believes remain in dispute; (Ii) the Parties to the dispute if fewer than all Parties; (iii) the basis for its belief that the 
direct financial impact of that dispute on it exceeds that amount; (iv) a synopsis of the status of the negotiations to 
date, including a summary of the Parties' perspectives on those issues; and (v) the steps it recommends to conduct 
negotiations under this Subclause. The Parties' designated representatives will meet within 15 Business Days after 
receipt of that notice (or within such other period as may be agreed), to consider those issues, unless a Party 
notifies the other applicable Parties. within 7 Business Days after its receipt of that notice, that It is not prepared to 
participate in those negotiations. If those negotiations proceed. the Parties· designated representatives will also 
consider the appropriateness of a further meeting to design a process for resolution of the dispute from a range of 
options that includes further negotiation, mediation, arbitration and litigation. 

C. Not;ce To Arbitrate Certain Disputes-A Party may, by notice to the other Parties to the dispute, refer any dispute to 
which Clause 21.03 specifically applies for resolution by arbitration at any time under Clause 21.03 without first 
attempting or completing the negotiation and mediation processes in Subclauses 21.01 A and B and Clause 21.02. 

21.02 Referral To Mediation 

A. Notice Requesting Use Of Mediation-Subject to a Party's right under Subclause 21.01 C to refer certain disputes 
directly to arbitration, a Party that reasonably believes that the direct financial impact of a dispute on it exceeds 
$50,000.00 may, by notice to the other applicable Parties at any time during the negotiations contemplated in 
Clause 21.01, request them to attempt to resolve that dispute on a without prejudice basis through structured non
binding negotiations with the assistance of a mediator. That Party will provide sufficient detail in that notice to 
enable those other Parties to understand: (i) the issues that remain in dispute; (ii) the basis for its belief that the 
direct financial impact of that dispute exceeds that amount; and (iii) a synopsis of the status of negotiations to date, 
including a summary of the Parties' perspectives on those issues. 

B. Mediation Proceedings-The applicable Parties wm attempt to agree on the selection of a mediator within 7 Business 
Days after receipt of a notice requesting mediation. provided that a mediation will be deemed to be terminated if a 
Party notifies the other applicable Parties within that period that it is not prepared to proceed with mediation for that 
dispute. Unless otherNlse agreed, the Parties to a dispute will commence any mediation within 15 Business Days 
after selection of the mediator. The mediation process will continue until: (i) the dispute is resolved; (ii) a Party 
notifies the other Parties that it terminates the mediation; or (Iii) the mediator provides the applicable Parties with a 
written determination that the mediation is terminated because of an impasse in discussions, whichever first occurs. 
For the purposes of Clause 21.04, any such termination of a mediation will be deemed to be effective on the date 
the applicable notice of termination is deemed to be received under Article 22.00. 

C. Costs-The Parties will each bear their own costs and expenses for a mediation, but will share the common costs of 
a mediation equally (or in such other proportions as they may agree), including the cost of the mediator. 

21.03 Arbitration Proceedings 

Subject to a Party's right under Subclause 21.01C to refer certain disputes directly to arbitration and except for any civil 
proceedings permitted under Clause 21.04, a Party that v.rishes to pursue further proceedings for a dispute to which 
mediation under Clause 21.02 does not apply or for which a mediation was terminated thereunder will, by notice to the other 
Parties to that dispute. refer It to binding arbitration for final resolution if it pertains only to one or more of: 

(a) the determination of Commercial Quantities or Paying Quantities; 

(b) the determination of a Market Price; 

(c) the Operator's determination under Subclause 5.03C that a particular Party is required to secure payment of Its 
share of certain costs being incurred for the Joint Account; 

(d) the allocation of costs between respective portions of a well under Clause 10.05, Subclause 10.06B or 
Subparagraph 10.06C(b)(i) because of differences in the percentages of participation therein; 

(e) the classification of a well as a Title Preserving Well or Subsequent Title Preserving Well or the determination of 
Preserved Lands or Common Preserved Lands under Clause 10.10; 

(f) whether a proposed Production Facility or an expansion or addition to an existing Production Facility satisfies the 
requirements in the definition of Production Facility; 

(g) the calculation of an adjustment of accounts under Subclause 10.0SE, 11.03B or 12.02B after. respectively, a 
Clause 10.08 Independent Operation by fewer than all owners in a well or a surrender or proposed Abandonment 
by fewer than all Parties; 

(h) a determination under Clause 14.08 for a Production Facility, being: (i) available capacity or surplus capacity under 
Clauses 14.03 and 14.04; (ii) the approval of a fee for its use under Clause 10.13 or 14.04; (iii) the allocation of 
Operating Costs under Clause 14.05; (iv) a significant variation in composition of inlet streams under Clause 14.06; 
or (v) the allocation of products or losses and shrinkage under Clause 14.06 or 14.07 respectively; 

(i) the estimated cash value provided under Paragraph 24.01 B(c) with respect to a right of first refusal; or 
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0) This optional Paragraph will __ /will not __ (Specify) apply: 

the settlement of an unresolved audit exception reasonably estimated to result in a potential adjustment of fess than 
$ ___ . 

Eac~ Party to the d i~pute will have a fair opportunity to participate in the preparation of the description of the mandate to be 
provided to the arbitrator and to present its perspective on the issue(s) in dispute during the arbitration process. Unless 
otherwise agreed, any such arbitration (and any other arbitration the Parties agree to conduct hereunder) will be conducted 
in Calgary, Alberta by a single arbitrator under the "National Arbitration Rules" of the ADR Institute of Canada Inc. (or any 
replacement for them), in conjunction with the Arbitration Act (Alberta). Except as otherwise provided in Clause 21.02 and 
this Clause, a Party may commence a court action for any other dispute. 

21.04 Limitation Periods And Interim Relief 

For the purpose of determining any applicable limitation periods ( and provided the Regulations permit an extension thereof). 
all limitation periods pertaining to a particular dispute will be suspended: 

(a) for a mediation, from the time a Party serves a notice to mediate under Subclause 21.02A until 45 days after 
termination of that mediation, or such later date as may be agreed by the applicable Parties; and 

(b} for an arbitration, from the time: (i) a Party issues a notice to arbitrate under Clause 21.03 for a matter specified in 
any of Paragraphs 21.03(a)-(j), as applicable; or (II} the Parties otherwise agree in writing to arbitrate that dispute, 
as applicable, until 45 days after termination of the arbitration under the Regulations and the associated processes 
governing that arbitration, or such later date as may be agreed by the applicable Parties. 

Subject to the preceding sentence, each Party waives all rights it may have to assert the expiry of any such limitation period 
during that time as a defence or bar in any civil proceeding for that dispute. Notwithstanding anything to the contrary in this 
Article, a Party may, at any time it believes necessary to protect its interest while attempting to resolve a dispute under this 
Article, seek interim or provisional relief, in the form of a temporary restraining order, preliminary injunction or other interim 
equitable relief respecting that dispute. 

22.00 NOTICE 

22.01 Service Of Notice 

Whether or not stipulated herein, each notice and notification required or permitted hereunder must be in writing and served 
on a Party at its current address for service under Clause 22.02 by: 

(a} delivering the notice personally or by private courier. A notice so served will be deemed to be received by that 
Party when actually delivered, if that delivery is during normal business hours on any Business Day. If a notice is 
not delivered on a Business Day or is delivered after those business hours, it will be deemed to have been received 
at the beginning of the first Business Day after the time of delivery; 

(b) facsimile or other electronic medium, if included in its address for service. A notice served by facsimile will be 
deemed to be received when actually received by that Party, if received during normal business hours on any 
Business Day, or at the beginning of the next Business Day if receipt is after those business hours. A notice served 
by other electronic medium is presumed to be received when the notice or notification enters the recipient Party's 
information system and becomes capable of being retrieved and processed by that Party if those events occur 
during normal business hours on any Business Day, or at the beginning of the next Business Day if those events 
are after those business hours; or 

(c) mailing it. A notice so served will be deemed to be received at noon, local time, on the earlier of the actual date of 
receipt by that Party or the 4th Business Day after its post-mark date, provided that notice may not be served by 
mail while postal service is interrupted or operating with unusual or imminent delay. 

A notice must be given under Paragraph 22.01(a) or (b) if the applicable notice period is 48 hours or less. Notices of 24 
hours or less under Article 9.00 may be made by telephone, and will be deemed to be received at the conclusion of that 
conversation if that notice is then confirmed by notice served (and received) under Paragraph 22.01(a) or (b) within 3 
Business Days after that conversation. 

22.02 Addresses For Service 

The Parties' initial addresses for service of notices hereunder are: 
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A Party may change its address for service by notifying the other Parties, and each Party will notify the other Parties of any 
such changed address for service in a timely manner. Any such changed address for service will thereafter be effective for 
all purposes of this Agreement. 

23.00 DELINQUENT PARTY 

23.01 Classification As Delinquent Party 

If a Party: {i) changes Its address and does not provide the other Parties with notice of its changed address, such that notices 
are returned undeliverable in circumstances in which that Party cannot readily be located; (ii) is struck off the corporate 
register or its legal entity is no longer in existence or recognized under the Regulations; or {iii) otherwise consistently does 
not answer communications addressed to it at its address for service, the Operator may serve notice to that Party at its last 
address for service advising it that it is considered a delinquent Party under this Article. The Operator will provide the other 
Parties with a copy of that notice in a timely manner, but failure to provide that copy will not affect the validity of that notice. 

23.02 Effect Of Classification As Delinquent Party 

From the 15th day after the Operator has served the notice described in Clause 23.01 that a Party is considered a delinquent 
Party, that delinquent Party will, subject to restoration of its status under Clause 23.03: 

(a) not be entitled to any further notices or communications from the Operator or any other Party respecting any matter 
hereunder. including information from Operations; 

(b) be deemed to have elected not to participate In any proposed Joint Operation (including any Independent Operation 
proposed under Article 10.00), provided that it is responsible for its share of any expenditure incurred for the Joint 
Account that does not require the Parties' prior approval under Subclause 3.01 B; 

{c) be deemed to have elected to join, proportionate to its Working Interest. with the Operator in all farmouts, 
assignments, surrenders and Abandonments proposed and effected hereunder by the Operator on a bona fide 
basis for its own account for the applicable Joint Lands or Joint Property; and 

(d) be deemed to have authorized the Operator to act as its attorney for the execution of all documents required to give 
effect to this Article, and will indemnify the Operator from and against any Losses and Liabilities suffered by the 
Operator in fulfilling that role on a bona fide basis. 

The Operator will retain. on behalf of the delinquent Party. the proceeds of the sale of its share of Petroleum Substances and 
any other funds accruing to its Working Interest, after deducting its share of Operating Costs and all other costs and 
expenses permitted to be incurred for the Joint Account under this Clause and any marketing fee for that production under 
Article 6.00. The Operator will hold those funds in trust for it under Clause 5.07, with no obligation to account for interest for 
the period in which those funds are held. If a delinquent Party has not restored its status under Clause 23.03 within 24 
months after issuance of notice under Clause 23.01 that it is a delinquent Party, its Working Interest and all associated 
funds. rights, benefits, obligations and liabilities will be assigned by the Operator to the Parties other than that delinquent 
Party and any other then delinquent Party (and assumed by them) In proportion to their respective Working Interests. 

23.03 Restoration Of Status 

If, before the allocation of a delinquent Party's Working Interest and associated rights and obligations under Clause 23.02, it: 
(i) communicates with the Operator; (ii) provides notice of its current address for service under Clause 22.02; (iii) pays all 
amounts owing by It hereunder; (iv) satisfies all of its other outstanding obligations hereunder; and (v) undertakes in writing to 
comply with this Agreement, its rights, benefits and obligations hereunder will be restored to it, as of the date of that 
payment. Any such restored Party will be deemed to have ratified all bona fide actions taken under this Article, including any 
elections or transactions made on its behalf under Clause 23.02. The Operator will deliver any amounts held by it under 
Clause 23.02 on behalf of that Party to it not later than 30 days after restoration of Its rights, benefits and obligations. 

23.04 Operator's Lien Not Affected 

Nothing in this Article limits the enforcement of the remedies for default in Clause 5.05 against a delinquent Party. 

24.00 DISPOSITION OF INTEREST 

24.01 Right To Dispose 

Subject to the Regulations and the exceptions in Clause 24.02, and other than for a disposition by a Party to another Party 
by operation of another provision of this Agreement, a Party (the "Disposing Party") may not dispose of any of its Working 
Interest (or enter into an agreement that binds that Party to dispose any of its Working Interest), whether by sale. asset 
exchange. Earning Agreement, tease, sublease or otherwise, without first complying with Alternate_ below (Specify A or B). 
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For the purposes of this Clause and Clause 24.02, a disposition wlll also be deemed to include execution of an Earning 
Agreement under which the right to earn a Working Interest for the conduct of certain operations is granted, even though it is 
uncertain if and when the disposition of that Working Interest will occur thereunder. 

Alternate A (Consent Not To Be Unreasonably Withheld) 
A Disposing Party must, by notice, advise the other Parties of its intention to make a disposition, including therein: (i) a 
description of the Working Interest proposed for disposition; (ii) the identity of the proposed assignee; and (ii;J a requestfor 
the written consent of the other Parties to that disposition, which consent may not be unreasonably withheld. A Party that 
fails to reply to that request, by notice to the Disposing Party within 20 days after its receipt, will be deemed to consent to that 
disposition. A Party may withhold its consent to that disposition in Its notice if it has a reasonable belief that the disposition 
would be likely to have a material adverse effect on it, Including a reasonable belief that the proposed assignee does not 
have the financial capability to meet prospective obligations under this Agree ent or that the assi nment could adversely ..JL 

affect the recovery of amounts owing by a Disposing Party then subject to o 1 e notice of de under Clause 5.05. A ,, 
Party that serves notice that it is withholding its consent will include in that n s as/s for withholding consent. 

Alternate B (Right Of First Refusal) 
(a} A Disposing Party must comply with this Alternate B for any~ dispositiOdit intends to make that is either 

effective prior to, or for which an reement is completed prior to, .,....,,,---=-....,.,.-..,....,.--(insert date). It will comply 
with Alternate 24.01A for any; na fide dis os 10 for which both the effective date and the agreement date are 
after the date prescribed by this Paragraph. 

(b) A Disposing Party must notify each other Party (thenOfferee''.) of its intention to make a disposition, including In that 
notice (the ''Disposition Notice"): (i) a description of the Working Interest proposed for disposition; (ii) the identity of 
the proposed assignee; (iii) the price or other consideration for which it is prepared to make that disposition; (iv) its 
proposed effective date and, for a sale, an asset exchange or a similar disposition, its proposed closing date; (vTl..lJ!) 
any other information about the terms of that disposition it reasonably believes would be material to the exercise off -
an Offeree's rights hereunder; and (vi) a request for consent sufficient to comply with Paragraph 24.01 B(g). 

(c} The Disposing Party must Identify in the Disposition Notice If: (i) the consideration described in the Disposition 
Notice cannot be matched in kind; or (ii) the proposed disposition includes assets in additi n to the Working Interest 
described therein. Subject to Paragraph 24.01 B(d), it must also include therein it ona fide estima e fthe valiieLHl 
(or allocated value), in cash, of that consideration as it applies to that Working lnteres. ~ 

(d) Notwithstanding Paragraph 24.01B(c), if the proposed disposition of the Working Interest described in the 
Disposition Notice (including an option to earn that Working Interest) is granted pursuant to an Earning Agreement, 
the Disposing Party will identify therein the earning operations in sufficient detail to enable the Offerees to 
understand their general nature, schedule and location, insofar as they pertain to the Joint Lands. The Disposing 
Party will offer the Offerees the opportunity to assume the entire obligations of the proposed assignee under the 
Earning Agreement if it includes only Joint Lands. If the Earning Agreement includes Joint Lands and other lands, 
the Disposing Party will have complied with the obligation In that Paragraph by, at the option of the Disposing Party: 

(i) 

(ii) 

providing its bona fide estimate of the value (or allocated value), in cash, of that consideration, insofar as it 
pertains to the Working Interest proposed for disposition in the Joint Lands; or 

offering the Offeree the opportunity to assume the entire obligations of the proposed assignee under that 
Earning Agreement as it relates to both the Joint Lands and the other lands subject thereto. 

(e) A Party that objects to the reasonableness of an estimate of the cash value of the consideration included in a 
Disposition Notice under Paragraph 24.01 B(c) must, within 7 Business Days after its receipt of that estimate, serve 
notice of that objection in sufficient detail to enable the Disposing Party to understand its basis. The Parties will 
refer the matter for resolution under Article 21.00 after receipt of any such notice. The equivalent cash value 
determined thereunder will be deemed to be the value for the Working Interest described in the Disposition Notice. 
A Party that fails to serve such a notice within that period will be precluded from challenging that estimate. 

(f) An Offeree WIii be deemed to have elected not to exercise its right to acquire the Working Interest to which a 
Disposition Notice pertains unless it serves notice to the Disposing Party that it elects to acquire it for the applicable 
consideration (a "Notice of Acceptance") within the later of: (i) 30 days after its receipt of that Disposition Notice; or 
(ii) 15 days after its receipt of notice of the value determined under Article 21.00 if the dispute resolution process in 
Paragraph 24.01B(e) is used. A Notice of Acceptance creates a binding contractual ob#gation on the Disposing 
Party and an Offeree giving a Notice of Acceptance to proceed with the disposition and acquisition of that Working 
Interest on the terms and conditions described in that Disposition Notice and the agreement to which it pertains. If 
more than one Offeree serves a Notice of Acceptance, each will acquire that Working Interest in the proportion that 
Its Working Interest bears to the totaf Working Interests of all such Offerees, unless otherwise agreed by them. 

(g} If the Working Interest described in the Disposition Notice is not disposed of to an Offeree under Paragraph 
24.01B(f), the disposition to the proposed assignee is subject to the Offerees' consent on the same basis as 
prescribed by Alternate 24.01A. However, an Offeree will be deemed to have consented to that disposition, unless, 
within the period prescribed by Paragraph 24.01B(f) for response to the Disposition Notice, it notifies the other 
Parties that it does not consent to that disposition, including in that notice its basis for withholding consent. 

(h) The Disposing Party may dispose of the Working Interest described in the Disposition Notice to the proposed 
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assignee within 150 days after issuance of that Disposition Notice If the Disposing Party does not dispose of that 
Working Interest to any Offeree under Paragraph 24.01B(f), subject to Paragraph 24.01B(g). However, the 
Disposing Party may not make that disposition to the proposed assignee on terms that are more favourable than 
those offered in the Disposition Notice. 

(i) This Alternate will again apply to the Working Interest described in a Disposition Notice: (i) after a disposition 
herein; or (ii) 150 days after its issuance If the proposed disposition to the identified assignee did not occur. 

24.02 Exceptions To Clause 24.01 

Except as provided in the last sentence of this Clause, Clause 24.01 wlll not apply to the following dispositions by a Party: 

(a) a ~ assignment or pledge made by way of security for its present or future indebtedness or liabilities 
(wh~ntingent, direct or Indirect and whether financial or otherwise), its issuance of bonds or debentures or its 
performance of its obligations as a guarantor under a guarantee, provided that the restrictions on disposition in 
Clause 24.01 will apply If that security is enforced by sale or foreclosure; 

(b) a ,.c;;;;tfde disposition to one or more of its Affiliates, or in consequence of its amalgamation with a Party or third 
pa"'~nother bona fide business combination of like effect), other than for any transaction that could limit the 
remedies available under Clause 5.05 if that assigning Party is then subject to a notice of default thereunder; 

(c) a ~kls disposition made by it of all, or substantially all, or of an undivided interest In all or substantially all, of its 
p~ and natural gas rights in the province, territory or state in which the Joint Lands are located, if that 
disposition is: (i} intended to be made under a single transaction (including a bona fide arm's length transaction 
under which that interest may be acquired by two or more assignees or may be earned under an Earning 
Agreement); or (ii) to the same proposed assignee in different transactions as of the same date, where 
"substantially all" for the purpose of this Paragraph means 90% or more of the net hectares of working interest 
petroleum and natural gas rights held by that Party in that province, territory or state; 

(d) ~e disposition by it, other than through an Earning Agreement, in which the net hectares being disposed of 
b~the Joint Lands represent. as of Its effective date (as defined therein), less than 10% of the total net hectares 
of working interest petroleum and natural gas rights being disposed of by it and any of its Affiliates therein; 

(e) ...,~e arm's length disposition by it pursuant to an Earning Agreement, in which the net hectares of the Joint 
~t can be earned from it represent, as of its effective date (as defined therein), less than 35% of the total 
net hectares of working interest petroleum and natural gas rights that can potentially be earned thereunder from the 
Disposing Party and any of its Affiliates; or 

(f) This optional Paragraph will __ /Will not __ (Specify) apply: 

-~~t of another Party or person to earn a Working Interest (or the right to earn a Working Interest) under a@iiii) 
~'s length Earning Agreement. 

However: (i) a Party will notify the other Parties of any disposition under Paragraph 24.02(b), (c), (d), (e) or (f) in a timely 
manner, including in that notice the basis for its determination that the applicable Paragraph applies; and (ii) Alternate 
24.01A Will apply to a disposition under an Earning Agreement if Paragraph 24.02(f} applies to that disposition and no other 
Paragraph of this Clause applies to exempt that disposition from the application of Clause 24.01. 

24.03 Multiple Assignment Not To Increase Costs 

If a disposition made to multiple assignees under this Article increases the Operator's administrative burden and costs, it 
may require them (and the Disposing Party if it retains a Working Interest) to appoint one of them as their representative 
hereunder, unless arrangements acceptable to the Operator are made to compensate it for that increased burden. 

24.04 Incorporation Of CAPL Assignment Procedure 

A. 

B. 

Deemed To Apply-The 1993 CAPL Assignment Procedure ( or the most current replacement therefor then endorsed 
for use by the Canadian Association of Petroleum Land men) is incorporated by reference into this Agreement using 
the addresses for service provided In this Agreement. It Will be deemed to apply as if it was included as a Schedule. 
Subject to the permitted dispositions in Clause 24.02, it applies to the recognition process for all dispositions made 
under this Article, but Will not apply (and is not required) for other assignments between Parties by operation of 
another provision of this Agreement. 

Application Where Segregation-If separate agreements have been deemed to apply under Clause 13.01 because 
of an inconsistency in Working Interests, a Party may serve any notice of assignment under Subclause 24.04A to 
only those Parties holding an interest under the Agreement in the portion of the Joint Lands to which the notice of 
assignment pertains. Notwithstanding the preceding sentence and Clause 13.01, a Party may serve a single notice 
of assignment for the disposition of its interests under more than one of those separate agreements if: (i) it is 
disposing of an interest under all of such separate agreements that, when combined, cover all ofthe Joint Lands in 
which it has an interest; or (ii) that Party identifies clearly in the notice of assignment each portion of the Joint Lands 
covered by those separate agreements to which that notice of assignment pertains and the interest being assigned 
in each such block. 
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25.00 MISCELLANEOUS PROVISIONS 

25.01 Parties To Supply Further Assurances 

Each Party will, on a timely basis and without further consideration, complete such other documents and take such other 
actions as may be reasonably required to perform its obligations under this Agreement. 

25.02 Waiver Of Partition Or Sale 

No Party may apply for any partition of the Joint Lands, any Production Facility or any other Joint Property, or any sale 
thereof In lieu of partition. 

25.03 Enurement 

Subject to the provisions hereof, this Agreement will enure to the benefit of the Parties and their respective trustees, 
receivers, receiver-managers, successors and permitted assignees. 

25.04 Use Of Name 

Subject to Article 19.00 for public announcements, no Party may use the name or trademark of another Party in connection 
with the financing of any Operation, the sale of any securities or the formation or promotion of any enterprise, without first 
obtaining that other Party's prior written consent in each instance. A Party may refuse its consent to any such request for any 
reason it sees fit. 

25.05 Waiver Of Relief 

The Parties acknowledge that: 

(a) the ability to conduct Joint Operations depends on the Parties' performance of their obligations hereunder and the 
ability to enforce their respective rights under this Agreement in a timely manner; 

(b) any default, forfeiture, cost recovery or assignment provisions contained herein are reasonable and equitable, given 
the nature of Operations and the risks inherent in the oil and gas industry; and 

(c} each Party unconditionally waives all rights and remedies it has at law, in equity or under the Regulations to seek 
relief against default, forfeiture or penalty if those provisions are invoked or enforced hereunder. 

25.06 Inconsistent Working Interests And Holdings 

If a portion of the Joint Lands is subject to a holding or other similar order under the Regulations that is designed to facilitate 
production from the same formation(s) in multiple wells within areas of common ownership and the Parties' Working Interests 
in the Joint Lands become inconsistent within that area of common ownership, the Parties' intention is that such holding or 
similar order will remain in full force and effect, subject to any order to the contrary under the Regulations. Each Party 
holding a Working Interest in the applicable Joint Lands subject to that holding or similar order agrees that it will not use the 
change of ownership as a basis under the Regulations to file: (I} any objection to that holding or similar order; (ii) any 
application to terminate it; or (iii) any application to modify the allocation of Petroleum Substances thereunder. 

25.07 Conflict Of Interest 

Except for such promotional and entertainment expenses that are reasonable and are not precluded by the Regulations, no 
Party or any director, officer, employee or agent of that Party will confer any economic advantage on, or receive any such 
benefit from: (i) any representative of any other Party; (ii) any potential supplier of goods or services hereunder; (iii) any 
representative of a government or government authority; or (iv) any person seeking political office. 
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:rhe explanato!Y not~s reflect_ observations .on the intention and scope of \he provisions of the Operating Procedure. They have been 
included on!Y to assist users in 1;1nderstandmg the document, and are not intended to have any legal effect on the interpretation of the 
doc41T!ent. Although the Operating Proi:edure ha~ b~en prepared as a service t9 industry, the 011us Is on users to ensure that the 
prov1s1ons ~r the (focument are appropnate for their circumstances. Users may wish to amend _portions of the Operating Procedure to 
'ilddr~ss tl_te1r particular. needs for a trans~ction, ai:id some or the more likely situations in which this may: be appropnate have been 
klent1fied m the annotations on the prov1s1ons and in some general annotations in the Addendum at the eni:I of the document. 

HeadiniJ,; The Op_erating Pr9.cedure wi,!I be attache.d to a Head Agreement._ It will, as a.minimum, desc,:ibe the "Joint Lands" state the "Working 
!nterests and desIgl)atel:he Op~rator.. It will al_so mcludE;i any spe<;ml provIsIops riegotiated by the Parties for such matters as an area of mutual 
interest (AMI) and failure to participate m Operations required lo maintain certain Title Documents (e.g., B.C. permits) in good standing. 

Abandonment: i) Note the ~eferences to the salvag~ of material, the Regulations Produ. ction Facilities and the reclamation of the applicable surface 
locallo_n .. Abandonment obligations d9 not c~ase wItJ:] the plugging of~ well or the removal of a Productipn Facility. Surface rights that require 
rem~dIatIon wor~ c9µ!d surviveJhe mineral rights until reclamafi9n certificates are obtained. The Regulations may also require responsibility for 
Environmental LlabJl1t1es to continue after issuance of a reclamation certificate. (See also Clause 1.14 and the associated annotations.) 

d
ii) The refet rehnce to Produf ction Facilities is new to this dp_cument It is unlikely tl)at a Production Facilitv of significance would be Abandoned under this 

C>cumen. t ough. It Is ar fTJOre h~ely that ;,uch a feyc1hty l<\!OUld then be subject to a ;,eparat~ CO&O agreement, as Clause 14.02 prescribes a 
pmcess whereby a Production Facility meeting certain requirements ceases ro be subject to this document and requires a CO&O agreement. 

Accounting Procedure: The Accounting Procedure is an attachment to the Operating Procedure, with the combined document being a Schedule. 

AFE~ . i) The nature of the financial authority granted by an approved AFE is considered in the notes on Subclause 3.01 c. The Operation is a 
condItIon_of the approval, but the _Operator does ha_ve so1J1e lat1lude to tjeviate from the described Operation. This is limited, and would probably apply 
to only minor changes or those d1_ctated by necei;sItv dunn.9 the Operation. The ator should obtain consent of the other Parties before makinQ 
any smnificant changes. Otherwise, there Is a nsk that a Party could successf ue that its previous election was void or limited as it did no1 
P.ertam to the O~erat1on that was conducted. See, for example, Passbur San Antonio ExRlorations Lid and D W Axford & 
Associates Lid., 1988] 2 W.W.R. 645 (Alta. Q.B.), in which the Cou ne yconsI ere e overrun issue and t e Renaissance case lSeetne notes 
on Subcfaus? ,3.. 1 C) in the cqn~ext of the 1981 dqcumenl. The Passburq case turned fact that the Operator druled a direcuonal well because of 
surface restn!=tions after obtaining approval to dnll what the omer parties reasonably d to be a conventional vertical well. on the facts the 
Court detem1med that there was no disclosure to the non-operators of the intention to ill directionally and that they did not agree to participate'in a 
directionally drilled well, such that they were not responsible for the incremental costs. (See also Prairie Pacific Energfi Com. v. Sc4a'iri Rainbow Oil 
Ltd. ("1994), ·147 A.R 260 (Alta. Q.B.), in which the cfefendant presented an AFE for a recomplelion program ma speclic honzon uner a i:>Je-CAPL 
agreement and Rroceeded 4> conduct unauthorized perforations that were exP,lorato[Y in nature, afterwnich the well had water P,roblems. The Court 
dIa not find the aefendanl liable for the waler problems, but determmed that the plaintiff was not required to pay for the cost of the operation.) 

ii) An AFE must include sufficient detail for a Party to appreciate the nature and scope of the Operation and the estimated costs of its various phases. 
If a Party is not provided with the information it reasonably requires to make an informed decision or the supplied information is misleading elections 
might be voidaole. It is the better practice to provide all matenal information that is reasonably anticipated to influence the decision. recognizing that 
this would not extend to interpretations obtained for the issuing Party's account and any economic analyses. · 

iii) The reference "in whole or in part'' for drillin_Q recognizes that activities such as a Deepening or a Sidetracking are subsets of drilling. (See also the 
definitions of Drilling Costs, Deepening and Sidetracking.) 

iv) The propqsed coordinates of a well are to be specified. This alerts the Parties that the well might be subject to a production penalty under the 
Reg_ulafions if the well is being drilled outside a prescribed target area. It also ties the location to any joint seismic data, preferably by noting the 
applicable shot-point. It is the better practice to include a survey plan for a Horizontal Well and any other well with a material deviation, recognizing 
that Article 8.00 provides Operators with some flexibility to moaity a Horizontal Well to reflect real lime data. 

v) Paragraph (a) requires the disclosure of downhole coordinates if there is expected to be a material difference from the surface coordinates. 
lntentionalry ctianning the location so that the well attracts an off-ta roductIon penalty under the Regulations would be a good example of a 
situation that woulcl meet that lest. Otherwise, the materialitv test is c I dependent based on the impacr of the deviated location on the evaluation 
of the particular prospect. There are situations in which a refatively sm ifference in location could have a large impact on the evaluation of the play 
(e.g., a small reef play). It is not feasible to define a prescriptive matena ity threshold. 

vi) A reference to Completion and Equipping costs in a drilling AFE is subject lo the Casing Point election and Independent Operations processes. 

vii) Parties that anticipate significant Drilling Costs for pre-Spud activities such as environmental studies or community and stakeholder consultation 
will sometimes choose to address these costs in an interim AFE that will be integrated into the AFE for the well in due course. A Partv that does not 
approve the interim AFE for these activities will see those costs included in theAFE for the well in due course. A Party that approved the interim AFE 
would reserve the right to elect not to participate in the remainder of the drilling activity once it is P.resented for approval. It would see its cost recovery 
based on the costs it did not contribute for !fie well, although clear internal communication woula be required to ensure that the records were set up 
properly. There may be circumstances in which the costs and risks of these early stage activities are so significant that the Parties negotiate a specific 
provision in their Agreement or at the time lo address this work. This would typically see a non-participant in the initial work having an obligation to pay 
some multiple of its share of those costs as a condition to its participation in the resultant wen. 

Affiliate: i) The definition in this version of the document is very similar to the definition in the 1993 CAPL Assignment Procedure. 

ii) The partnership reference recognizes that some companies have created partnerships comprised only of corporations that are Affiliates for tax and 
other business reasons. This ensures that the corporalion acting as "managing partner" and its corporate Affiliates are regarded as Affifiates of the 
partnership and vice versa. If ii is comprised of other entities, the definition might be modified for the specific situation. 

iii) The trust references were added because of the emergence of royalty trusts in recent years. 

Commenced: This definition brings greater certainty to such references as "commenced" or "commencement" for the i:iurpose of this document 
(versus any appli · n lo a freehofd lease held as a Title Document). This has often been a cQn(entiOL!S issu~ particularly for wells. "Commenced" is 
equated to Spud for drilling a new well, as in Subclause 70Ha) of the ·1981 document This Is subJect lo .-orce Majeure. where this includes the 
inability to obtain es or approvals required under the Regulations. Increasing the general Commencement period to 120 days under Clauses 
7 .01 and 10.03 large y mitigates any negative impact of !his cfefinition. 

The Spud date will generally be appropriate for drilling because of the increase to the Commencement period. Surface access issues for some 
remote areas or areas expected to involve sensitive sfakeholder consultation might warrant amendments. The onus is on users to recognize and 
address !hose exceptions or to address them at !he lime for any particular well. The simplest way to address a special circumstance is to extend the 
Commencement period by 60-120 days in Clauses 7.01 and 10.03, but some Parties might choose to use the initiation of road or wellsite 
construction. Parties shoula consider identifying this issue in their precedent election sheet as a potential amendment, lo mitigate the risk that ii may 
be missed when preparing an agreement for a challenging operating area. 

Commercial Quantities: i) Production in "Commercial Quantities• or "Paying Quantities" does not lend itself to a precise determination, largely 
because of the "anticipated' references throughout the definitions. II is implicif, thoughhlhatthere must be a reasonable basis to determine tha1 an 
item is anticipated. A dispute on either of these definitions can ultimately be resolvea I rough arbitration under Clause 21.03. 

ii) The generic "hydrocarbon substances" reference covers the full spectrum of Petroleum Substances and Outside Substances. It is used because 
the wen productive in Commercial Quantities is not necessarily on the Joint Lands. (See, for example, the definition of Development Well.) 

iii) It might be difficult to argue that a discovery_ is in Commercial Quantities if the well cannot be produced for 5 years because of a shortage of 
facilities or a queue for transportation service. Special considerations could apply, though, to high-risk, high-reward Operations in remote areas. 

v) Note the reference lo burdens payable for the Joint Account. This ensures that the Parties are on an equal footing for the determination. 
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Otherwise, a well could be a discovery in Commercial Quantities for only some of the Parties. 

Completion: See the annotations on "Equipping" for the rationale for the exclusion of artificial lift equipment. 

Deepen: Clause 8.02 provides an Operator with some discretion lo extend a Horizontal Well when warranted by results. Insofar as the Operator 
continues to drill within that authority or any other authority granted to ii (i.e., AFE), the incremental drilling is not a Deepening. 

Development Well: i) For context, the distances in the 1971, 1974, 1981 and 1990 documents were also 2 miles (3.2km). 

ii} The status of a well as a Development or Exploratory Well is determined as of issuance of the applicable AFE or Operation Notice, so that 
outcomes are clear at the time of the election. Ttiis clarification has been introduced in this version of Ifie document. The reference to an AFE is 
included because of the _possibilitv that the triggering event could be a Casing Point election under Article 9.00. The status of the well may change 
over lime relative to the Participating Parties (I.e., Clause 10.08 Recompletion of an uphole formation). 

Paragraph (a) is a new clarification in this document. A "tight hole" owned by some subset of the Parties is generally ignored for the determination, to 
reflect the incremental risk they incurred. This is sub/. eel to two gualifications. The " · hole" is factored in if all Parties have access to the data under 
this Agreement or another agreement Qr if each Par y not then liaving access tot rmation has access iri due course under Clause 10.19. The 
latter 1s included because that Party will generally be able lo defer its election un r it receives that well information. 

iii) The proviso in Paragraph (bl was introduced in a narrower form in the 1990 document because of the increased stratification of rights. If the Joint 
Lands under that document onfy include rights to the base of the Cardium and the only productive interval within 3.2km (2 miles) is the deeper Nisku 
the well is an Exploratory Well thereunder. Similarly, if the productivity pertained to oil m the X formation when the Joint Lands only include natural 
gasl the condition would not be met. A Party could not use the shallower exploratory designation ( e.g., Cardi um) under the ·t 990 document if it had the 
nght to exploit the deeper development horizon (e.g., Nisku) held as Joint Lands. 

The qualification has been expanded in this document to link regional productivity to the formations being penetrated by the well in all circumstances. 
Using the same example as above, the Cardium well would be deemed to be a Development Well under the 1990 document if the Joint Lands 
incluaed the Nisku. The same well would be an Exploratory Well under this document, as there is no regional productivity in the formations in which 
the well is being drilled. The definition of Spacing Unit would cause the well status to be modified accordin_gly if the Proposing Party were to propose 
to Deepen to the Nisku. The Receiving Parties would presumably also question the integrity of the Operation Notice if the Proposing Party presented 
the well as a Cardium well, but licenced it to the Nisku. 

Well information from offsetting wells that are (or have been) producing in Commercial Quantities will often reduce the risk of testing a shallower (but 
non-producing) zone. That wilrnot always be !he case. Information from a <;leeP, well may confirm there is a high risk in testinQ a shallow objective. 
While many snallow tests w111 evaluate exploratory_objeclives, 1I is inappropnale to eliminate the deemmg meclianism entirely oecause data from the 
offsetting well may significantly reduce the risk. The elimination of the deeming mechanism for the shallower horizons would also create serious 
problems for the duarwell scenario (Clause 10.05), as the exploratory portion o1 the well could overlie the development portion. 

The proviso is a compromise. It attempts to minimize the arbitrariness of the distance test by limiting the examination of productive intervals in 
offsetting wells to formations and substances being evaluated by the well, while including protections against abuse. 

iv) The existing well does not need to be producino in Commercial Quantities. It is sufficient if it is (or was) capable of ii. (The reference for the pre
existing well is to hydrocarbons rather than Petroleum Substances, as the pre-existing well does not neei:l to be subject to the Title Documents.) 

v) The distance is measured between the coordinates of the existing well and the anticipated coordinates of the proposed well where each penetrates 
the _productive formation. Those for the new well could change during drilling for factors beyond the Operator's reasonable control (i.e.., foothills 
drilling). If the Operator intentionally moved the location, though, the elections might be voidable. (See the annotations on Clause 10.0, .) 

vi) The well classifications dictated by the distance test will often be inconsistent with the technicall sed "Lahee" definitions egulators and 
technical personnel, though. (See, for exall}Ple the well descriptions in EUB Guide 56.} The mo ations in this document the problem 
somewhat for shallow exP.loratory targets. Technical personnel need lo understand the poten rticle 10.00 im.P,lications o emative drilling 
locations when selecting their preferrea drilling location, as the difference between the cost recovery associated with a Development Well and an 
Exploratory Well will typically be significant (usually at least 200%). Clause 10.05 also allows a well to be in part Development and in part Exploratory. 

vii) The Parties might prefer to amend the well definitions from the distance test to the "Lahee" definitions in some circumstances. This is particularly 
the case for high-nsk, high-reward areas or small reef plays. A 1.6km threshold, for example, may be preferred when working in an area in which the 
prospects might have a small areal extent, such as independent reefs. 

viii) The definition provides the simplest method of determining if a Horizontal Well or a vertical well near a neig,hbouring Horizontal Well is a 
Development Well. The entirety of a Horizontal Well, including any and all legs thereof, is considered a smgle well" for the purposes of this 
determmation. The Parties should amend the Operating Procedure if they wish to use any other test for the determination of a "Development Well". 

Drilling Costs: i) Operators place much more emphasis on community and stakeholder consultation than had been the case, largely because of 
regulafory requirements (e.g., Alberta's Oireclive-56 requirements) ana evolving obligations for First Nations' traditional land areas and activities 
"north of 60". These costs can be significant, and are included in the cost of a project. (See also the definition of Equipping and Clause 3.09.) 

ii} Note the reference to roads. The Operator has a general oblig_ation to conduct an Operation in accordance with _good oilfield practice, such that it is 
to be conducted in a cost effective manner. An approved well AFE does not provide a blank.el authorization to builcl a road that largely duplicates an 
existing road or a road that greatly exceeds the specifications that are reasonably appropnate m the circumstances. 

iii) The handling of Abandonment costs is consistent with the PASC Accounting Procedure, subject lo the special cost allocations under Clause 9.04 
and Subclauses 10.06E and 10.08E between the Parties that participated in drilling the well and the Participating Parties in further Operations. 

iv) Deepening and Sidetracking are subsets of the broader drilling reference. 

Earning Agreement: i) This definition is used in Article 24.00. The ROFR exemption in Paragraph 24.02(d) generall_v applies if the net hectares of 
Joint Lands being disposed of under a transaction other than an Earning Agreement represent less tlian 10% of the total net hectares in the 
transaction. Paragrapli 24.02fe) is new in this document, and provides that !he exemption threshold for a disposition under an Earning Agreement is 
35%. This will see fewer ROFRs applying to farmout type arrangements. Optional Paragraph 24.02(f) also provides Parties with the a5ility lo exclude 
all Earning Agreements from the scope of a ROFR. 

ii) A seismic review option is within the scope of this definition. Notwithstanding that there are several potential elections, the transaction is ultimately 
one in which the potential assignee has the option to acquire a Working Interest in return for a prescribed work program. 

iii} A transaction is not an Earning Agreement if part of the consideration is cash (ignoring land rentals and seismic access fees) or an exchange of 
another property. This minimizes the potential to try to circumvent a ROFR by structuring A&D transactions with a minor farmout component. 

Environmental Liabilities: This definition is new to this document, and reflects the increased emphasis on this area. It is largely mirrors the definition 
in the 2000 CAPL Property Transfer Procedure. 

Eq_yipping: i) The corresponding definitions in the ·1974 and 1981 documents were similar in intention to this definition. However, it was not 
sufficiently clear if and how they would apply to equipment serving more than one well. The introduction of the Production Facility concept in the 1990 
document has clarified the scope of the definition by linking it to equipment that serves a single Completed well. 

ii) The _scope of a particular Equipping Op~ration m_ay_be limited to a particular subset of the listed items. A lie-in, for example, is an Equipping, 
assummg it meets the other requ1rements m lhe defm1t1on . 

.ii} A pump or other artificial lift equipment falls within the scope of Equipping, even if the equipment is in the well. The function of the equipment 
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should determine its classification, not its physical placement. The investment risk is also lower than the components of Completion. 

iv) The inclusion of communitv and stakeholder consultation and the acquisition of required regulatory approvals and surface access reflects the 
increased complexity and cos{s associated with these matters in recent years. 

Extraordinaiy Damages: ilThis definition is g_enerally consistent with the handling_ of this issue in modern international agreements (i e the 
definition of "consequential oss" in the 2002 AIPN OJ1erating Agreement). The handling of this issue in the 1990 document was limited to a· loss or 
delay in production and associated damages under Clause 401 of that document. 

ii) ltis tempting to assume that a Court would make such an award in the absence of this definition and Clause 4.04. The case law on damages would 
apply, though. This includes limits, such as a "remoteness" test, on the range of damages that a Court could award for any such breach. 

iii) The exception for breaches of Article 18.00 was included because an unqualified version of this definition would, in essence, eliminate all 
consequences for breach of the confidentiality obligations. 

iv) Damages from loss of well control fall within the scope of the definition, and this addresses the area of greatest environmental risk in practice. An 
Operator also remains free to argue that other types of environmental loss fall within the mor~ generic e~clusion in ti) or thro they are otherwise 
beyond the scope of the Court's ability to award cfamages because of l?Qal principles respecting causation", foreseeability" and remoteness". It may 
be appropriate to modifv the _provision to add Environmental Liabilities more generally, if tne risks to an Operator make the assumption of the 
responsitiilities unattractive. This could be the case in a frontier type high-risl<, high-reward context. It might also be considered for a CO&O 
Agreement for a sour gas facility, given the low probability that any major gathering system or gas plant would be managed under this Agreement. 

v) This definition must be read in conjunction with Clause 4.04. The limitation in that Clause ultimately does not expose an injured Party to third paffi' 
damage claims of this tvpe that may tie awarded by a Court. It precludes the injured Party from trying to recover these \ypes of dam1IDes re~_pecting its 
own inlerest It does no1 eliminate the obligation of the Party causing the loss to indemnify the injured Party against tli1rd party claims suffered by it. 

vi) Assume that the Operator has sole responsibilitvfor a loss. How do the Parties determine what portion (if any) of a damage award is attributable to 
Extraordinary Damages and has to be netted out7The Parties to any lawsuit will have to be cognizant of this liability exclusion and ask a Court to 
differentiate between the different heads of damages in an award of damages. Practically, this will always be the case, as the Pafly defending the 
action will raise early and often the fact that there are excl ed heads of liabllity. If there remains confusion about the constituents of a Court awarded 
damage claim, the Parties may avail themselves of th ice and direction" mechanism under the Rules of Court whereby the judge might clarify 
the damage award. The Parties could also address t they were resolving a claim through arbitration. 

Facility Fees: Ii) This definition is used only in the contexts of Clause 6.02 (costs in managing a Non-Taking Partys production) and the cost recovery 
processes in Clauses 10.07 and 10.13 forlndependent Operations. 

ii) Paragrai:1h fb) is largely derived from Subclause 10.131 and Clauses 14.04 and 14.08. It avoids the negotiation of the details of a formula, such as 
JP-95 or JP-CT5, at the time the Agreement is negotiated. The Party is permitted to charge the fee thaf it would have been charged if it were not 
already an owner of the relevant 1acilities. Why include this sort of deduction? A Party can deduct processing fees paid to third parties under 
Paragraph (a), which would probab!.Y be based on the• Jumping Pound" principles. It woulcl be inconsistent to deny a Party a similar rate of return on 
OVl'.nea facilities for handling a Non-Participating Party's volumes, especially since it may be foregoing third party processing revenues otherwise being 
paid by that Party to handle those volumes. 

iii) The reference to operating cost and return on capital components is included to be clear that a capital component may be included in the fee. 

iv) The JP-05 "methodology" reference in SubP.aragraP.h {b)(iii} is somewhat problematic because of its uncertainfy. However, certaintv on the 
calculation of the capital base would be req_uirea to oe able to do is. This information is unlikely to be known at the lime oftheAgreemenf, andl in 
any event is not provided under the JP-05 formula without d front end calculations. Tflere may be circumstances lhou9h, in which i is 
appropriaje jo negotiate a specific fee for use of a Partys fa in the context of a ~articular lndepenoenl Operation, such as a capital rate of 

110 m ,_plus the actual cost of operating experienced by tne operator of the facility". Alignment of ex_pectations in this area at the time of an 
lndependent 01;1era~ion through a separate agreement could _p_reyent subsequent disputes on .!lie issu_e, so Subparagraph (b){i) has been included to 
encourage the Partres to complete spec1f1c agreements on 1Fl1s issue on an Operation or proJect basis. 

Facility Usage: Facility Usag_e is the use of facilities not included within "Equipping Costs" or under Clauses 10.13 and 10.14 to increase the value of 
production of a Non-Taking Party or from Independent Wells (e.g., processing of gas) and to deliver it to market. It excludes any adjustments for 
transportation costs required to determine the Markel Price, to avoio a double recovery. This definition is linked to the Facility Fees definition. 

First Point Qf Measurement: !n essence, this is the point at which royalties are calculated under the Title Documents/Regulations. It is not feasible to 
take production before that point 

Force Majeure: i) This definition is an "unable to prevent'' ty~ of provision, rather than "a failure to perform as a consequence" provision. (See the 
annotations on Clause 16.01 aboutAtcor Ltd. v. Continental Energy Marketing Ltd., [1994) A.J. No. 7·15 (Alta. Q.B.).) 

ii) This definition does not apply to events that a Pa,:ty could have prevented with the exercise of reasonable diligence at a cost that is not 
unreasonable. Assume, for example, that a Party that intended to drill a critical sour gas well near a po.pulated area chose to delay its applications lo 
regulators until 45 days prior to the anticipated Spud date. Should that Party be able to rely on tlie Force Majeure provision if !tie well is not 
Commenced at the required time because of the resultant delay in obtaining regulatory approval? 

The ~ualification about a cost that is not "unreasonable" reflects the practical fact that most things are possible at a cost. A Party should not be 
required to incur expenditures that are unreasonable to protect against an unlimited range of possible {but remote) eventualities. 

Gross Negligence or Wilful Misconduct: i) Many judicial considerations of the concept of "gross n~ligence" were in automobile cases in which an 
injured non-paying passenger had to demonstrate that the driver's conduct was "grossly negligent" (' gratuitous passenger cases"). As the driver's 
insurance would generally cover a successful claim, the distinction between simple and gross negligence may nave been blurred in some of those 
cases in order to find for tfle passenger. As a result, Operators could have greater legal responsibility for their actions in the absence of this definition. 

ii) This issue was considered in United Canso Oil & Gas Ltd. v. Washoe Northern Inc. (1991 ), ·121 A.R, 1 (Alta. Q.B.) in the context of a non-CAPL oil 
and gas agreement that limitea the responsibmty or the Managm 12era r o osses caused by: its "gross neJJligence or wilful misconduct". The 
Court appned the reasoning in the "gratuitous passenger• case o Culloch v. Murrav, [1942) S.C.R.14'1 (S.C.C.) to find gross negligence in the 
maintenance of the payouf account. In essence, the Court found gros neg igence'Tci oe "a very marked departure from the stanaaras by which 
reasonable and competent com(?anies in a like position ... in charge of joint venrures or accounting should habitually govern themselves. This was a 
conscious indifference to the rights or welfare of United Canso and its predecessors." 

iii) The definition is new in this document, but very similar to the definition in the 2002 AIPN Operating Procedure used for international agreements. 
Tlie 2000 AAPL "Deep Water" Operating Procedure includes a. narrower front end, but an additionar qualification to except "errors of juagment and 
mistakes by the persons mentioned above while they are exerc1s111g, in good faith, any function, authority or a1scretion conferreo upon tfiem under this 
Agreemenf'. This was not included because of the belief that the general language 111 the provision provides that protection already. 

iv) The ability to use the instructions of the Parties as a shield should only exist if the act or omission constituting Gross Negligence or Wilful 
Misconduct was inherent in the instructions. Prudent instructions implemented in a manner that meets the Gross Negligence orWilfulMisconduct test 
should not allow an Operator to avoid sole liability. 

vl International agreements typically qualifv the Operator's liabilitv provision so that Gross Neglige{lc() or Wilful Misconduct must be attributable to the 
Operator's ''Senior Supervisory Personner. Parties might consider the application of that principle m certain operating environments in which the 
ma_gnilude of potential loss is vefY high (i.e., certain high cost, critical sour gas areas, frontier operations, etc.). While international agreements 
typically define this at a high level in tile Operator's organization, Parties considering this concept might link it to first line supervision. 

iiorizontal Leg: Articles 8.00 and 10.00 for Horizontal Wells and Independent Operations have been constructed largely as self-contained modules. 
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As.some of the de{if1ition~ in Clauses 8.01 and 10.01 are used in other portions of the document. some terms have been defined as in this definition 
This creates a def1111t1on m Clause 1.01, but leaves the context for the term in Clause 8.01 or 10.01. · 

Joint Account: The corresponding provision in earlier versions of the document had been "for the Joint Account". 

Joint !.,ands: i) The Joint Lfrnds include not only t~~ _lands heldJ"ojnUy at the effectiv~ date but those additional rights that become subject to the 
Operating Procedure over l1_me, such as AMl_acgu1s1tions. The omt Lands are also limited to those of such rights that remain subject to the Title 
Documents al the relevant time, such that Jo111t [ands that revert to the lessor at expiry are no longer Joint Lands. 

Ill 1he application of the segregation process under Article 13.00 has the effect of changing the characterization of certain jointly held rights from 
'Joint Lands" to lands held uncrer a separate agreement, even though the rights continue to be held under the Title Documents. 

Losses and Liabilities: i) This definition simplifies the liability and indemnification provisions in the document. (See Article 4.00 and Clause 10.18.) 

ii) Note lhE;l phr~se_ ''.wheth~r contractual_ ortortious." If the contractuiil liability reference is not included, a Court might interpret the provision to apply 
only to tort1ous hab1lity, particularly for third p~rtY losses. See Dom1111on Bridge Company Limited v. Toronto General Insurance Company (1963 J, 45 
W.W.R. 125 (S.C.C.) and Canadlan lndemmty Insurance Co. v. Andrews eorge o., [ 1953] ·1 S.C.R.19 {S.C.C.) 111 an 111surance context. 

iii_) The reference "(including that Party or any other Party)" clarifies that Losses and Liabilities apply to both third _P.ar!Y: claims and losses suffered 
directly by the Parties. See the Clause 4.01 annotations on Erehwon Exploration Ltd. v. Northstar Energy Corp .. !1994] A.J. No. 916 (Alta.Q.B.). 

iv) In the absen_ce of the quelificalion at the end of this P,rovision.,Jegal costs to be recovered bY. the indemnified Party would be limited to costs on a 
party-party basis, as prescribed by the Alberta Rules of Court. 1 his would usually be far less than the actual costs paid by a Party. 

v) The definition is subject to the general legal duty of an injured Party to mitigate its losses. This may include, in part, a duty to notify the other Parties 
of the losses so that corrective measures can be laken at the earliest opportunity. 

Market Price: i) This definition applies to the sale of a share of production of a defaulting Party or Non-Taking Party under Article 5.00 or 6.00 and the 
sale proceeds included in a cost recovery under Article 10.00 for Independent Operations. 

ii) There is a wide variation in pricing for natural gas due to major process changes in the marketing of natural gas since the early 1990s. The 
mar1{eting of natural gas prior to that time had largely been under sales arrangements that were linked to specific lands and reserves. such that there 
was generally a paper trail for any disposition of natural gas from a specific well. The sales P,rocess was revolutionized in the early 1990s. Natural gas 
was increasingly sold under a portfolio of corporate supply arrangements through which the selling party was delivering a specific volume to its 
purchaser at a delivery point, with security for performance by the selling party being by corporate guarantee or warranty. 

The nature of these arrangements is that sales volumes are typically independent of the lands from which i:iroduction is obtained. Selling P.arties 
routinely buy and sell incremental natural gas on a short-term basis in the context of these sales obligations. The introduction and evolution of index 
based pricing in Alberta has also caused fhe natural nas sales market to be much more liquid than had previous! been the case. These changes 
have also facilitated an active hedging market, in wmch some companies are rout•fml;f,F.~ifMH'tt,ftriiarmr.rnnffin-i:ftni'Sfcni-i~ financial hedging 
arrangements. The net effect ofthese changes has been that new reserves based dedicated lands sales contracts are he exception, rather than the 
norm. There is a high potential for large variances in pricing, particularly during a period of price volatility. @ 
The challenge in this marketing environment is to include pricing mechanisms that protect against n · , d. cretiona[Y allocations of the least 
favourable marketing arrangements in a Party's portfolio, while not creating inappropriate outcom a Party d. posing of gas volumes. There were 
two alternative approaches that could have been taken on this issue-(a) the inclusion of a detail , prescriptive P. cing mechanism that specified what 
the price is; or (b) a more general mechanism that focused on what the grice is not, by including process controls to ITmit the abilitv to attempt to use a ~ 
r2rice · asonabl After reviewing this issue in the context of a potential mdex pricing model and industry's feedback on it, tlie second 1...ir;::;; 
a preach 

~ 
:rhis ~ch and the flexibili 1 ,,.9.J)tj6"'nallast~e for a Party to_ use the W(!ighted average sale price for.if$ own sale_ volumes from the 
JunsdlClOllpreserve me de ex · 1hfy in the vastm.aj'ei'fty of cases, while addressing the problem of arb)traiy onc111g allocations. J:--- ,.,v .. r· '1-: 

4..r~,r-... 
iii) The onus is on an objecting Partv to demonstrate that a sale price was unreasonable, having regard to market conditions at the time. This ensure~ 7 
that the selling Party is not required to investigate each sale opportunity to try to obtain the highest price available in the marketplace. ....1 L ;f-
iv). The reference to transportation also addresses the volumetric adjustments forming part of the consideration for the transpo · service from 
entry into the transportation system to the point of sale. These adjustments, for such items as fuel and measurement variance, o erate to 
reduce the volumes available for sale. The net is that the adjusted volume bears 100% of the cash component of . · · 
distin!;.tfromJh_ahancjii11g.o.ttra.osp_actruinrLc.o.s1s. t;1¥..,.P.rlo.r:.to.tl1~~pninLofKniry into the commo11 <;:arr,i~fJ?jp~line se1. _he ransportation costs -

~en the First Point of Measuremenlanaln oint of entry w1h often be nandled under 'Fac!hty·Fee~ ·• ·~_'".""" · .... ~,.'.'.:'..~-.-··-····· .•. ,.--

/') 
I 

____.,__.-...-........ .., .... , .. ._ ...... ,_, _,._.........,,._.,,.~ .. h,., •• _ _,_,__ • ,, • •.••••-' ••• 

v) Parties are encouragedtctnegoti'1it~·a-transm:tionsti:ecific marketing arran_gement if gas volumes will be significant and the Non-Taking Party is · . -
anticipated to be in !Mt situation for a sustained period. The use of an AECO pricing index may be particularly attractive for those arrangements. c- 0,, r;;.,,e,J 
Operating Costs: The definition in this document links the context more directly to operation and maintenance under the Accounting Procedure. __.. 

de~_ 
({),...~ 

. f~. 
(JV' r; 

OP.eration: Geophysical programs can fall within the scope of the Operating Procedure, even if they are conducted to evaluate lands in addition to the .JI•(,,,., (). 
Joint Lands. This ensures, for example, that the accounting and liability processes are in place for those programs. 1. •· ,-~ 

Operator: i) Clause 10.04 can see a Proposing Partv operate an Independent Operation in which the Operator elects to participate, even if all of the 
Pa1iies participate in that Operation. The rationale for this provision 1s explained in the annotations for that Clause. 

ii) There may be circumstances in which the areas of functional expertise are such that the Parties may agree that different Parties will conduct 
j1fferent types of Operations. This is something that those Parties would need to address specifically in their own agreement. 
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Participating Interest: The Participating Interest relates to a Party's share of the cost of an Operation, rather than to its interest in the Joint Lands or 
other Joint Property. A Party's Participaling Interest and Working Interest would be the same for a Joint Operation. 

Party: i) A farmor with an ORR would be party to the Head Agreement for the farmout, but would not be a Party under the Operating Procedure 
~xcept to the extent, if ari_y expressly providea for therein. Tfle CAPL Farmout & Royalty Procedure, for example, provides a status to a farmor 
.10lding a convertible ORR ror: la) adailional wells on lands subject to a payout; and (b) dispositions where a ROFR applies. (See Clauses 6.06 and 
12.02 of the CAPL Farmout & Royalty Procedure.) · 

ii} The Parties may sometimes choose to have a Party's Affiliate or another third party serve as Operator even though it does not hold a Working 
Interest. This is typically accommodated through the contract operating authority in Paragraph 2.02A(g). However, a custom amendment would be 
required if the vision were that an Operator without any Working Interest were to be a recognized Parry under the Operating Procedure. 

Paying Quantities: See the annotations on the definition of Commercial Quantities. 

Petroleum Substances: Petroleum Substances are limited to the substances granted under the Title Documents. The term does not apply to 
hydrocarbon substances not held under the Title Documents, such that generic references are used in any context that involves other rights. 

Production Facility: i) A Production Facility is basically a minor facility owned exclusively by all or some of the Parties which is intended and 
designed to serve exclusively the Joint Lands, where the Parties have decided allilinst the preparation of a separate CO&O agreement. The facility is 
beyond the scope of the Operating Procedure if those conditions are not met. {::iee also the annotations on Article 14.00.) 

A facility initially intended to serve the Joint Lands, but designed with the intention of serving other lands, does not fall within the scope of the 
definition. Otherwise, a Parfy might attemptto argue that a P.ipeline initially serving only a joint well could be a Production Facility, even though it was 
obviously designed to handle much greater volumes of procluction. To include those facilities within the scope of the definition would be inconsistent 
with the statea objective of providing Parties with the flexibility to apply the Operating Procedure to minor facilities. 

Parties are encour@ed to use a Construction, Ownership and OP.erating Agreement using the apQlicable P JVA model for any facilitv of significance or 
for any Production Facility that subseguently handles material volumes of Outside Substances. The creation of the PJVA model CO&G Agreement 
h implified the process of comP.leting faclli!Y agreements significantly, such that this is much easier than had been the case when the Production 
F P.rocesses were introduced in tlie '1990 document. However, the provisions are still required because of the large number of minor, property 
spe facilities for which Parties determine that the effort to prepare and administer CO&O agreements is not warranted. 

Clause 14.02 has been introduced in this document to create an outcome in which any Partv can require a CO&O agreement using the most recent 
PJVA CO&O form in certain circumstances. This i~ mostly linked to use of the Production Factlil}' for Outsi Substances, where continued 
application of this document is regarded as inappropnate by any Party. This would typically be where fees or g costs associated with the use 
for Outside Substances are significant. The Parties retain !fie ability not to trigger that process, though, as the be many circumstances in which 
the use for Outside Substances is so immaterial thatthe continuea application of this document to the Production Facility is not a concern. 

ii) The corresponding provision of the 1990 CAPL Operating Procedure did not refer specifically to disposal and injection wells. As the identified list of 
facilities in that defirntIon was not exhaustiv~ those wells could fall within the definition if the other conditions were satisfied. This outcome may not 
have been appreciated fully under the 1990 uocument. An injection well must be approved by all of the Parties to fall within the scope of the definition, 
though, because of the significant potential impact on the exploitation of the reservoir. 

iii) The ·J 990 definition excluded refineries, ciyrogenic gas plants, acid_gas or sulphur recovery facilities and sulphur forming, loading and remelting 
facilities. Paragraph {d) of this document excludes gas plants entirely. The Paragaph recognizes that the complexities of those facilities are such tha1 
they should be coverea under a CO&O agreemenf. and the completion of the 1996 and 1999 versions of the PJVA documents makes this much 
easier than was the case when the ·f 990 document was prepared. It also reflects the practical consideration that those facilities would tvpically be 
used for' Outside Substances at some point. Excluding this Paragraph would extend the scope of the definition beyond the minor class offacilities for 
which the document provisions were designed. 

iv) A Production Facility is not necessarily held by the Parties in the percentages of their Working Interests in the Joint Lands. A Production Facility 
nay be constructed as an Independent Operation under Clause 10.13 or expanded as an Independent Operation under Clause 10.14. 

v) A facility initially constructed and operated as a Production Facility might cease to be one. If the Parties later enter into a CO&O agreement for a 
facility, it will no longer be a Production F acilit'l under the Operating Procedure. Even if the Parties intend to enter into a separate CO&O a_greement, 
the OP.erating Procedure at least ensures the Parties that the facility will be covered by a document until the CO&O a_greement is finalized. The facility 
may also cease to be a Production Facility if it is subsequently used for Outside Substances. (See Clause 14.02.) 

vi) Optional ParagraP.h (f) is new to this document, and supplements the protections P,rovided by Clause 14.02. It recpgnizes that Parties working in a 
high cost area may also wish to have a financial control on the facilities to which the i.locument could apply. Parties that select this Paragraph would 
tailor the threshold to their particular situation. The threshold is based on the reasonable estimated cost, rather than the final cost. Basing it on the 
final cost could compromise the proponent if actual costs were higher than the threshold. 

Regulations: The reference to the Parties has been included to ensure that both applicable provincial and federa! rules apply. Because of the 
division of powers between the two levels of government, the federal regime focuses on bodies, rather than properties. 

Reworking: This is a non-routine stimulation of a well that is not a Completion or Recompletion, although the costs are treated as Completion Costs 
for the purP,oses of the Clause 10.07 cost recovery process. Normal operations and maintenance work Is not a Reworking, and would be handled as 
Operating Costs if a cost recovery applied to the well. 

Sidetracking: i) Sidetracking is used in two contexts by technical personnel. One context is directional drilling conducted to bypass an obstruction in 
the hole or otherwise to overcome P.roblem~ such as collapsed casing._ The second i~ additional drilling _conducted to reloc;ate the qottom hole 
location of a well to a more prospective location, and the latter may also involve a i:>lugging back of the ongmal wellbore to a kick off pomt. For the 
purposes of this document the term excludes a aeviation to straigtiten the hole, to drill around an obstruction orto overcome mechanical difficulties. 
By implication, any such activity is prima facie within the scope of the approved Operation. 

ii} There is a tendency to use "sidetrack" and "whipstock" interchangeably. A "whipstock" is an inclined wedge placed in a wellbore to force a drill bit to 
start drilling in a different direction. 

Spacing Unit: i) Note the introduction of the stratigraphic component to Paragraph (al. The Spacing Unit for a well being drilled to the Cardi um 
includes jointly held rights in the applicable area to tfle base of the Cardium, but cloes not include the deeper rights. This modification should be read 
in conjunction with Paragraph (b) of the definition of Development Well and the associated annotations. 

ii) Note the reference to the producing zone at the end of Paragraph {bl, which was added for greater clarity in the 1990 document. There had been a 
general assumption that the normal Alberta spacina unit for a gas wel is 640 acres in all zones in which !he Parties jointly holq the section. As the 
Parties are free to drill and produce a Vikmg gas well on the same section as a Nisku gas well, it is clear that a production spacing unit has both an. 
areal aI1d stratigraphic component. Gil(en the reference in the traditional d!3fjf')ition to the th_ree dimensional ."area aljocated to the well under the 
Regulations for the purpose of producing Petroleum Substances," the definition was certa1nly accurate as It stood Ill the 1981 CAPL Operating 
Procedure. However, the subtlety of the clefinition may not have been appreciated by some users. 

The corresponding definition in the CAPL Farmout & Royalty Procedure provides a different result that reflects the traditional assumption about the 
stratigraphic component of a spacing unit for an earning weir. The earned spacing unit thereunder for a gas well would be all ea_ med formations in the 
~ection to reflect the earning outcome. However other provisions of the document addres~ the situation in which a §econd well is P,roposed on a 
spacin_g unit" with an earning well prior to the application of the Operating Procedure to that spacing urnt" (i.e., before Payout''). (See Clause 6.06 of 

the CAPL Farmout & Royalty Procedure and the associated annotations.) 

Hi) A Spacing Unit is not a static concept. A subsequent reduced spacing order will also change the Spacing Unit under the Operating Procedure. 
Jsers also need to recall that a reduced spacing order is not the same as a permitted increase in drill1ng density . 
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iv) No partic,u!a_ r provisos or m.odifications to the definition of "Spacing Unit" _were included for Horizontf!I Wells. The definition works in its current form 
for k~y proy1s1ons such as ~rttcl~s 10.00 and 12.00 for Independent OP.erat1ons and Abandonment. It 1s also expected that the Regulations will use 
varying def1rnt1ons_ across Junsd1cllons, su~h that a simpJe "one !jite rits all" _definition wo_uld create confusion if it conflicted with the applicable 
regulalpry reg1m~ in place at the reley~mt ~IT)e. If a specific defimt1on 1s required the Parties should agree on the Spacing Unit for any particular 
Operallon for which the general defirnt1on 1s inadequate or amend the Agreement to address their circumstances. 

vl Holdings haye limite<j direct impact on a_we_ II to which a cqst recover,, ai:wlie_s _unqer Article 9 .00 or 10.00, as the cost recovery applies only to the 
Non

1
-dP.art1c1patinQ Pa{ty s share of production from the aP.rihcable well. A Part1c1patm.Q Party must be aware though that the creation of a flolding 

cou increase tne dnlllng density and see a reduction in the reserves to be drained oy the well subject to ttie cosl' recovery. 

vi) The Spacing Unit cpncepj is an evol_ving one in areas of t~e.north, Parties using the document for an area for which there is no Spacing Unit as 
such may need to clanfy their expectations on a custom basis 1n their own agreement 

Title A~ministrator: Thjs definition and th~ corresponding char:iges to Cla_use 3._1Q reflect the fact that the Operator's obligations may not extend to 
the mamlenance of all Title Documef)ts. Thi~ should ca(Js~. Parties to consider this issue more C;arefully, and to address the1r expectations exP.licitly. A 
Non-Operator that has the land adm1mstration respons1b1hty has corresponding nghts and dulles. (See also the annotations on Clause 3.10.) 

This issue is complicated if a thi~d party is the a<;lministrator of the Title D_ocuments (e.g., farmor with a non-convertible ORR}. The Parties should 
address the1r exp~ct<Jllons on this issue clearly m \heir Head Agreement where appropnate. If, for example, a farmor with a Working Interest will 
retain the respons1b1l1ty, 1t may be mutually beneficml for the farrnor and the Working Interest owners to be clear that the applicable farrnorhas the 
same obligq,tiqns and nghts as the Title .A,dmif)istrator un<;ler the Qperating Procedure _on a mutatis mutandis basis. (Mutatis mutandis is a legal tem1 
that means with the necessa_ry ~hange~ in pom~ qf detail, meaning that matters orttimgs are generally the same, but to be altered when necessary, 
as to names, offices and the l!Re (Black s Law D1ct1onary}. In other words, the prov1s1ons of the Operating Procedure would apply on the same basis 
other than for the difference in Party in this instance.) ' 

Similar considerations will often apply to a pooling agreement. 

The issue is more complex for those situations in which there is no ongoing relationship betv11een the Working Interest owners and the entity 
administering the Title Documents (e.g., P.Urchase of deep rights from a third party). The Parties could require a special provision in a sale document 
or a side agreement of some sort, pro5ably requiring the Operator to manage the mterface between the Working Interest owners and that third party. 

Title Documents: i) The acquisition of a freehold lease in "replacement" for an expiring lease does not fall within the scope of this definition unless 
the acquisition is through an AMI or the Parties otherwise agree to make the acquisition for the Joint Account. If, for example the Operator were 
concerned about the validity of the current lease and it acquired another freehold lease for the Joint Account after discussions witn the other Parties, it 
would be a Title Document. 

Assuming the terms of the freehold lease did not provide the lessee with the unilateral option to obtain a successor lease, the lessee only had a non
exclusive right to obtain a new lease. This would not satisfy the test that the replacement document be "issued or derived therefrom". 

Whether an OP.erator chooses to act unilaterally for such an acquisition is a different consideration. There will be many instances in which the Non
Operators will have an expectation that they be offered the opportunity to participate in any such acquisition. 

ii) A more typical "replacement" of a Title Document would be a lease selected from a B.C. drilling licence or a significant discovery licence issued 
from a Federal exploration licence. 

WorkingJnterest: i) The beneficial interest reference recognizes that the Working Interests are not necessarily the same as the registered interests in 
the Title-Document. The Working Interests are identified in the Agreement, and can be modified by oreration of the Agreement. This could be by 
operation of the Operating Proceclure (such as forfeiture, surrender and disposition) or by operation o other _provisions of the Agreement (such as 
conversion rights at payout or the abandonment P.rovisions of the CAPL Farmout & Royally Procedure}. The linkage of the beneficial interestto the 
Working Interest herd under the Agreement precludes a Party from circumventing the disposition requirements with a ''silent partner·. 

ii) Remember that a Party subject to a cost recovery under Article 9.00 or 10.00 retains its Working Interest in the applicable Joint Lands (versus its 
share of production volumes from the well}. 

ParagraP-h 1.02A(dl: The inclusion of this provision ensures that terms such as "Abandon", "Abandoning" and "Abandonment" can be used in the 
context of the definifion of "Abandonment." 

Paragraph 1.02AJf): References such as "including" outline a list of examples that is not necessarily exhaustive. The context is actually "including, 
without limitation, . 

Paragra~h 1.02A(i}: This is included for the benefit of Parties which are both a Working Interest owner under the Operating Procedure and the lessor 
under a Title Document. Its capacity as lessor is not impacted directly by the applicatfon of the Operating Procedure. 

Paragraph 1.02AO): This ParagraP.h has been included for clarity in handling sales taxes that are refundable {such as GST) when calculating 
amounts payable or to be recovered under the Operating Procedure. It is aligned with the joint election on GST under the Accounting Procedure. 

Paragraph 1.02A(kl: i) This clarifies the timing problems inherent in the use of such terms as "within" or "at least" when referring to a specific 
numoer of days, ancf is similar to the general liming provision in the Alberta Rules of Court. A similar provision was introduced in Paragraph 103(c) of 
the 1990 document. 

ii} The clock basically starts on the day after a typical notice is received. 

iii) The period within which an act must be performed, such as Commencement of an Operation or response to a notice is generally extended to the 
next Business Day if the last date for performance is on a weekend or a statutory holiday:. There is an exception for the 24 hour Cas111g Point election 
under Article 9.00. Payment is due on the precedino Business Day under Clause 103 of the '1996 PASC Accounting Procedure if the due date fora 
Joint Account billing is on a weekend or a statutorylloliday. 

To provide otherwise for a response to a notice, for exam_ple, would enable the Party that controls the initiation of the notice process (e.g2 ROFR 
notice or Operation Notice} to serve its notice so that the Parties have less than the prescribed period for response. An issuing Party tliaruoes not 
want to see the response period extended over a weekend can easily avoid the result by serving its notice a day or two earlier. 

iv) The initial portion of this Paragraph does not apply to 24 and 48 notices under Subclause 9.028 and Paragraph 10.02B(b). Because costs are 
being incurred on a real lime basis, those notices require a res_ponse within a specified number of hours, not cfays or Business Days. However, the 
last sentence applies to defer a response to the next Business Day for a 48 hour notice if the response period expires on a day that 1s not a Business 
Day. To provide otherwise might encourage surprise notices on a Friday afternoon. An Operator can mitigate the negative impact of this provision by 
alerting the other Parties to its plans in acfvance. Operators also need to understand the impact of Article 22.00 on the receipt of a notice. 

Paragraph 1.02Afl): The provisions of Clause 1.02 aQply on a mutatis mutandis basis to all of the comQonents of the Agreement. This provides a 
better context for the Head Agreement and the other Sctiedules, as those other components will typically not include a comparable provision. 

Subclause 1.028: This Subclause is designed to override a legal rule of construction ("contra P..roferentem") whereby an ambiguitv in an ~reement is 
:ield against the Party that drafted the agreement. {See, for example, Mobil Oil Canada Ltd. v. Beta Well Service Ltd. (1974), 43 DLR. (3 } 745 (Alta. 
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S.C., App. Div.} and Morrison Petroleums Ltd. v. Phoenix Canada Oil Co., [1997] A.J. No. 275 (Alta. Q.B.}. The latter is interesting because the 
provisions in question were in the standard form ·198 I CAPL Operaung Procedure.) 

Subclause 1.04A: ii The Working Interests, the well classifications and the allocation of legal responsibility provided in the document (i.e., Article 
4.00} apply among fhe PartiesR notwithstanding the registered interests in the Title Documents and the well classifications and responsibility for 
Operations prescni,eo by the egulallons. 

If the registered interests in the Title Documents do not correspond to the Working Interests (as is often the case}, the traditional conflicts provision 
literally states that the registered interests become the Working Interests because of the conflict with the Title Documents. 

The liability reference is included because of the degree lo which the Title Documents and the Regulations may require the lessee or well licencee to 
assume le:Qal responsibility for losses. While this may be in the public interest, it is clear thaf the provisions of the document allocating legal 
responsibillty among the Parties should continue to govern their relationship to share responsibility for losses and Liabilities. 

ii) The Operating Procedure will g_enerally override the provisions of another Schedule if there is a conflict. However, there is an exceRtion if a 
Schedule expressly overrides the Dperating Procedure, such as Article 17.00 of the 1997 CAPL Fam10ut & Royalty Proceaure and Clause 2.02 of the 
1993 CAPLAssignment Procedure. 

Subclause 1..04B: Insofar as a provision is severed from the Agreement, the consideration under the Agreement has been altered to some extent. 
The proviso in the second last sentence is new to this document. It requires the Parties to make a good faith effort lo include a replacement term that 
gives effect to the original intention in a legally binding manner. 

Subclause 1.05A: i) There have been a number of major cases in this area since the late 1980s, and some pertain to the oil and gas and mining 
industries. They are addressed in Part II of the Addendum at the end of these annotations. This issue will also frequently be raised in conjunction wilfl 
a claim for breach of confidence when a misuse of confidential information is alleged. 

The law in this area is evolving. What is clear is that a Party that exercises discretion in a manner that it knows will harm its co-venturers may be 
vulnerable to legal challenge if its behaviours appear dubious. 

ii) Notwithstanding this Subclause, the first sentence arquabl_y applies to 1_ he relationship of the Parties with third parties, not the relationship of the 
Parties to each oilier. Consider this provision in the context of Clause 5.06 for reimbursement of the Operator. If a Party defaulted il1 its obligation to 
pay its share of costs incurred for the Joint Account, Clause 5.06 ensures that the burden Is shared by !he non-defaulting Parties unti (and insofar as) 
the Operator can use its remedies to recover the unpaid amount. Otherwise, the Operator would always have to bear that burden alone. 

iii) The statement of intention cannot exclude the Court's jurisdiction to determine that there is a fiduciary relationship for a particular duty 

iv) The 12rovision may not be effective against third patlY litigants. A Court is not obligated by the provisions of the contract. Unless it appgrtions legal 
responsibility among defendants, a successful plaintiff can enforce its judgment jointly aga111st those defendants held responsible for the loss. 

v) One of the major reasons for the inclusion of this type of provision is to attempt to ensure that the business relationship is not legally characterized 
as a partnership, largely because of the potential adverse tax consequences of that classification. Although other Working Interest owners in a 
property are commonly referred to as "partners" in the oil and gas industry, this just reflects a traditional choice of terminology, not a description of the 
legal relationship. A more accurate legal description would be to descrioe other owners as "co-venturers". 

vi) Although the Operator may contract for the leasing or acquisition of Joint Property in its own name, the rights acquired by the Operator for the Joint 
Account become Joint Property. The Non-Operators own their resQective Workin_g Interest shares of acquired Joint Propertv as tenants in common. 
(This would include surface rights as noted 111 the annotations on Clause 3.09.} S-ee Direct Energy Marketing ltd. v. Karta E'nergy Corp., [2003] A.J. 
No. 1624 (Alta. Q.B.) in the context of the 1974 CAPL Operating Procedure. 

Subclause 1.05B: The Parties are also competitors. A Party may generally make decisions based on its perception of its own interests, subject to 
Subclause 1.05A and the other obligations in the Agreement, including any express obligations not to exercise discretion unreasonably. 

Subclause 1.05C: The Operator does not have any special obligation to apply knowledge from other project areas to the Joint Lands. 

Clause 1.06: i) The assumption is that the Parties want the Courts of Alberta to have jurisdiction, even if the Joint Lands are located outside of 
Alberta. There are two reasons for this. Firstly, the logistics of managing legal proceedings would generally be easier, since the Parties' head offices 
are tvpically located in Calgary. Secondly, the Courts of Alberta have an extensive body of oil and gas case law that provides a valuable context for 
any fitigation involving the Operating Procedure. 

The Parties could easilY. modify this~rovision or include a provision in the Head Agreement to apply the laws of another jurisdiction if the reference to 
Alberta does not meet their needs e.g., Parties based in Sa~katchewar:i ~qnducting Operations there). Corresponding fDIJdificalion? would be 
required for Clauses 1.07 and 21.0 (or the 1ntroductIon to Article 21.00 If 111s not selected to apply) ancl probably the denmtIon of Bus111ess Day. 

ii) Notwithstanding that the Operating Procedure may stipulate that the Courts of Alberta have jurisdiction, this is not necessarily determinative at law. 
(See, for example, Encal Energy Ltd. v. Numac Energy. [1986] B.C.J. No. 19-ra {B.C.S.C.).} 
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~l~u.se 1.07: i) On March 1, 200:1, a new Limitations Act (Alberta) cam~ fuHy into force in Alberta. Under the new Act all actions must be commenced 
within two years of whel) the claimant knew or ought.to have known of its craim". Many oil and gas industry practices typically require a longer time to 

address ana resolve claims before an action may smtably be commenced._ For \lXample, t~e widely acceptE dit process in the industry permits 
audits to be conducted up to 24 1')10nths after t~e end of_tll? q1lendar year m which Operations occur. The 1g into force of the Limitations Act 
cre_ated a conf!Jct between these industry practices and hm1tations rules m Alberta. and creates the possibility th the limitation period for bringing a 
claim may expire before an audit even occurs. · 

d
in recognitiPD of this problem, the oil and gas industry has sought to use the rinht g· en under the Limitations Act to extend the limitation period for 
Isputes ansmg under agreements between in dust!)' IT)e)Jlb!)rs. Uf)der the gur~anc of tl)e Petroleum Accountants Society of Canada, an industry 

task force developed language that would extend the hmItat1on penod under 011 an industry agreements This language was adopted by over 
1200 companies m the lnausny Agreement rega_rdi_ng _Limitaljons dated ~anuary 1, and it generally applies to oil and gas industry agreements. 
11 has become the standard method of trealmg llmItatIon penods under industry agreements. 

This Clause is substantially consistent with the language recommended by that task force. Generally the provision extends the limitation period from 
2 ye?rs to 4 years. Paragr1;1ph (a) applies to in9ustry agreements that contain an audit provision requiring audits to be completed by a specified time 
and 1t addresses the que_stIon of w!ien a Partv Is treatea as having "ought to have known" of a claim by providing that the limitations "clock" begins to 
run at the end of the penod by which an audit was allowed by the agreement to have been performed. 

Add_itio_nal information about the Limitations Act (Alberta), its impact on oil and gas industry agreements and the Industry Agreement regarding 
LImItations can be found at www.petroleumaccountants.com. 

ii} Tl)e Clause has been includ!)d in t~e document because_ o_f th\l ass1,Jmption that the vast majori!Yof P!-!rties would pref!)r to see the issue addressed 
1n this manner, r_a\her th!-ln haying_ to inclµde a custom prqvIsIon in their Head Agr!)ement. T~e alternative would potentially see Parties forgetting to 
include the provIsIon or includmg_ InconsIstenl and sometimes poorly drafted provIsIons. Parties that believe that the Clause substantively a Tiers tneir 
rights in a way that is unacceptable to them remain free to modify or override this Clause. 

Clause 1.09: An amendment g!)nerally is not effective unless iii~ ex~cuted by the Parties. Examples of exce_ptions to the general rule include a notice 
of a changed address for service under Clause 22.02, a mod1f1catIon lo rates under Clause 2.03 or 2.05. the approvals provision of the PASC 
Accounting Proce9ure and the notice of assignment process under the CAPL Assignment Procedure. The more generic reference has been included 
because any mod1ficatIons negotiated to the Operating Procedure or the Accountfng Procedure could create aaditional exceptions. 

Clause 1.1 0: i) The Clause covers actual and anticipated breaches. A prudent Party would seek a waiver before a breach, not after the fact. 

ii) A Party that does not exercise a right within a prescribed time period cannot rely on this Clause to preserve its rights for that particular matter. 

iii) The waiver concept was reviewed in Tri-Star Resources Ltd. v. J.C. International Petroleum Ltd. [198712 W.W. R. 141 (Alta. Q.B .. ) and Kaiser 
Francis Oil Co. of Canada v. Bearsffiaw Petroleum Ltd. {1999), L4U A.R. 59 (Alta. Q.B.}. I he I n-Sfar case pertained lo a CAPL Operating Procedure 
that included an earher version of Is Clause. One of the issues was an alleged verbal statement by an officer of a non-01)erator that It would not 
attempt to remove the operator if its funds were protected from the operator's creditors. The Court found that a waiver must be in writing because of 
the m ry nature of the provision. The Kaiser Francis case pertained to a pre-CAPL Operating Procedure that did not include a waiver clause. 
One rguments was that the non-operators were estopped from removmg__ the J)artv acting as successor operator because their conduct in 
working tflat party iis operator represented their consent to its aP,pointment. The Court found, on the facts, that there had been "indulgences" that 
did nor constitute a waiver of the non-0perators' rights with respect to the appointment of the new operator. 

Clause 1.11: i) The Operating Procedure will su_persede the Head Agreement and any Schedule (e.g., CAPL Farmout & Royalty Procedure) insofar 
as they become ineffective by their own terms after the Operating Procedure begins to apply. On the other hand, the Head Agreement or the CAPL 
Farmout & Royalty Procedure may include terms that are state<fto survive once the Operating Procedure becomes effective. An existing area of 
mutual interest created under the rlead Agreement and, if applicable, the CAPL Farmout & Royalty Procedure would continue by its own terms. 

ii) Many blocks have overlapping agreements that are bindin_g on only some of the Parties (e.g., an owner farmed out a portion of its interest to a third 
party). In this type of situation, a notice of assignment (NOAJ stiouldoe l)rocessed as soon as 1::; feasible, so that 100% of the Working Interests are 
managed under the same Agreement. The last sentence Is included because of the possibility that tnere may be unique obligations that apply 
between some Parties because of another agreement between them that does not affect the otfier Parties. 

iii) Care must be taken when preparing a non-cross-conveyed pooling agreement. To what degree will the initial agreement for a tract remain active 
for the Parties holding those rig__hls? This issue is particularly relevant if the original agreement included a ROFR. (See also annotation (v) in the 
Miscellaneous Annotations on ROFRs in Part Ill otthe Addendum to the annotations.) 

Clause 1.12: This P.rovision is structured broadly enough to be used for both jurisdictions with perpetuities l~oislation, such as Alberta, a.nd other 
jurisdictions in which the conventional common law principles apply. Although the Alberta Act does include a flfe m bemg• approach, Section 18 of 
the Act currently includes a fixed 80 year period for commercial transactions, and Subsection "18(2) specifically addresses rights of first refusal. 

Clause 1.13: This provision has been modified significantly from the traditional provision. The overall result remains the same, though, in that the 
relevant Parties are choosing to file such elections as are permitted lo avoid a partnership for purposes of U.S. taxes. Insofar as the Jo1m Lands are 
localed in the U.S., the Parties should review this Clause at the lime in the context of their circumstances. A Party that believes !he Clause does not 
meet its particular requirements remains free to replace it with a customized Clause. 

Clause 1.14: i) Confidentiality obligations continue under Claus!) 18.05. Th~ provisions r!)lati_ng lo audit, liability, indemnitv, dispos~I ~nd salyage of 
material and enforcement on default also continue for such penod as the nghts and obhgatIons aIwly under the Regulal:1ons. This Is particularly 
relevant for liabilities that were only contingent at the date oftermination, given the increased sensibvIty to environmental issues. 

ii) Many users terminate the agreement file and remove it from their land system once the Joint Lands expire. While there are no P&NG rights at this 
point

1 
the applicable surface nghts are active until required reclamation is complete. The Oi2erator's issuance of JV invoices for associated surface 

renta s often results in delays in payment and billing disputes since recipients do not readily understand the I · imacy of the charges. This is a 
complex area, for which many of the potential solutions would be worse tlian the problem. Tlie issue can be · s1_gnificanlly through records 
retention processes in which files remain in the land system in an inactive status for a significant period after of P&NG rigllts. 

iii) This document is much clearer about Environmental Liabilities associated with Joint Operations that only become apparent after the final 
settlement of accounts. Subject to any special allocation of responsibility under Article 4.00, the remedial costs will be for the Joint Account. 

Notwith;,tancjing !hi!} allocation of responsibility, there will be some enforcement issues in practice if a previous Party no longer exists at the time the 
expenditure Is required. 

iv} The parenthetical "or other Party• reference in Paragraph (b} recognizes that the Operator may not exist when the problem arises. 
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!'.=lause 1.15: i) This Clause i~ del>igned to protep ag{)inst changes.to the standard form.that were not identified when the document was prepared. It 
1s necessaf.Y because_ of the hkelthood that Parties will prepare lhetr document electromcally, rather than by attaching a CAPL watermark copy. It is 
conceP.tuall'I consistent with the comparable provision in the 1997 CAPL Farmout & Royallv Procedure, the 1997 CAPL Overriding Royalty Procedure 
the 2000 CAPL Property Transfer Procedure and the PetroOocs version of the ·1990 CAPL Operating Procedure. · ' 

In essence, it ensures that modifications that have not been identified in the O~rating Procedure, the Agreement or a Schedule of elections and 
modifications are not effective. The CAPL standard form will apply to the provisions as if the modifications have not been made. 

ii) The PetroDocs tool automatically identifies all changes from the standard form on the custom document. 

Subclau.se 2.02A: One .of the fouf)dation principles _of this documen) and the 1990 document is that an Ope~ator is appointed to serve for the benefit 
of 1!1$ Jomt.Account. T)11s !S very dtfferent than t1:ie vre-.y that th$ role 1s so,me~o~1he P.rQperty_of the party ac;tmg as Operator. The OP.erator's abilitv to 
fulfil !~ duties and obhgattons 1s laWiely a func\1011 of. its qngomg finaf)c1al Vlf!brhty. It 1s subJect to 1rnmed1ate replacement by notice_.)f any of lhe 
conditions m Paragrapns 2.02Afa)- g) apply to 1t. An mtenm Operator 1s appomtec:t on the same basis as under Subclause 2.06D, penumg selection 
of a successor Operator by the Par 1es under Clause 2.06. 

Paragraph 2.02A(a): i) Notw_ ithstanding the clear wording of provisions such as this ParaQraph, there can be a major difficultv in attempting to 
enforce such a P.rov1sion. As shown by Noreen Ener~y Resources Limited and Prairie Oil Royalties Company Lid. v. Oakwood Petroleums Ltd. 
('1988), 92 A.R. 81 (Alta. Q.B.), Courts may be wuung o protect an insolvent Operator from me 1mposmon or such a prov1s1on. 

The case pertained to an interpretation of Section 1 ·1 of the Companies' Creditors Arrangement Act (Canada). This act is similar in intent to the 
concept of "Chapter 11" protection in American law, in that its purpose is to attempt to allow an insolvent company to continue as a going concern in 
the hope that it will be aole to overcome its financial difficulties or make an arrangement with its creditors. 

Noreen was not a creditor of Oakwood, but the Court used Section ·11 to affect the contractual relations between the insolvent Party and a non
creditor. ll_granted a 2 month stay that prevented Noreen from becoming Operator under Clause 202 of the 1981 document, even though the Court 
recognized-that Oakwood had been insolvent for some time. The case was determined less than 2 weeks before expiry of the stay, and was not 
@pealed. This protection from the application of Clause 2.02, however, would not apply if the Operator makes a_pro[)Osal to creditors un_ der the 
Bankruptcy and Insolvency Act(Canada). (See Tri-St@r Resources Ltd. v. J.C. International Petroleum Ltd. [·198rJ 2 W.W.R.14·1 (Alta. Q.B.).) 

This document and the '1990 document differ from the 1981 document. The differences include: (al a reference to the Companies' Creditors 
Arra ent Act; (b) a potential removal by vote under Para.9raph 2.02B(a); and I c) a waiverof relief Cfause (25.05), through which a Partv waives 
ce hts it may have at law or under the Re~ulalions. This document mtrocfuces a prohibition that an Operator may not seek relief from the 
ap n of this Subclause. Paragraph 2.02A(6 and Subclause 2.06F are also relevantto the insolvency issue, and are new to this document. 
Oraers issued under the Companies' Creditors rraf!S}ement Act to date have not differentiated between versions of the document, and Non
Operators have not litigated the issue. It is unclear if a Gou rt would allow Non-Operators to remove an insolvent Operator. It is also not clear if a Court 
would use its discretion lo preclude replacement of an insolvent Operator under Paragraph 2.02B(a). 

Because of the possibility that a Court may not allow removal of an insolvent Operator, Clause 5.07 has been modified in this document. It terminates 
the Operator's nghtto commingle funps held hereunder with the Operator's funds if any of the conditions in Paragraph 2.02(a)-(d) apply and the Non
Operators are prevented from replacing the Operator. 

ii) The Court also determined in the Noreen case that insolvency was to be given its normal meaning in interpreting the 1981 provision. Oakwood 
had attempted to argue that it was commercially solvent for day-to-day matrers and that the Operatmg Procedure contemplated only commercial 
insolvency. The corresponding Paragrm1h (a) of the 1990 document was amended to reflect the Couit's interpretation of tile intention of the 1981 
12rovision. In practice, ii could 5e very d1mcult to determine if or when insolvency had occurred. A Party would require detailed information about the 
Operator's business affairs if the insolvency issue were to be considered in the absence of an Operator's application for debtor relief protection. II 
would be unlikely lo receive any significant cooperation from the Operator prior to commencing an action. 

iii) Following appointment of a receiver, a lender will generally provide the funds required to ensure that debts are then paid as they become due. The 
onus on the Non-Operators to prove insolvency couTd then oe more difficult. 

iv) There may be circumstances in which the other Parties would waive the immediate removal of the Operator. 

v) The notice must be a bona fide notice. It must specify the basis for replacement and include verifiable evidence substantiating in reasonable detail 
the basis for removal. 

Paragraph 2.02Alf): This Paragra_ph is new to this documentAand reflects the increased vigilance of reg_ulatory authorities, such as the Alberta EUB, 
in assessing the financial ca_paoihty of an Operator to fulfil bandonment and reclamation responsib1lities. An Operator that does not meet the 
regulatory critena will ty_picalry be permi d to operate assets by submitting a deposit for its own account. A qualification has been included for 
situations in which the OP.erator is a reg_j~t~,rE¼d partnership or trust, as all such licences and approvals would be held by the managing partner, 
another partner in the partnership or an e m the case of a trust. 

Paragraph 2.02A(g): i) An Operator that is in the process of assigning its Working Interest is not subject to immediate replacement because it has 
initiated the process of formally assigning the interest. The Opera1or will continue to be responsible for operating the property during the transitional 
Qeriod to the applicable "binding dale", ar which point a successor Operator appginled under Clause 2.06 will assume the Operator's nghts and duties. 
That successor ma_\/ be an interim Operator selected under Subclause 2.06D if the Parties have not been able to appoint an Operator under 
Subclause 2.06C. Notwithstanding the timing specified DV Subclause 2.06E and the notice of assignment process under Subclause 24.04A, the 
Parties should consider a mutually agreed acceleration of recognition of the Operator's assignee if 1t will be the successor Operator. 

ii) A Vendor will often prepare assignment documents on the assumption that its assignee will succeed it as Operator. This may sometimes be clear 
because of the distribution of Worl<mg Interests. However, Closing will often occur prior to appointing the successor Operator unaer Subclause 2.06C. 
The better practice is to try to ap_pointlhe successor Operator prior to Closing where feasible and warranted. If this is not feasible, it may be beneficial 
to defer registering the applicable transfers until the new Operator is confirmed. In practice, the approaches on this issue vary Widely, and are 
influenced by sucfi factors as the distribution of Working Interests, the logistics associated with a large transaction, the regional positions of the 
Parties (including infrastructure), the value of the property and the anticipated sensitivities of the other Parties on this issue. 

iii) An Operator may sometimes have an Affiliate or another entity act as a contract operator on its behalf. 

Paragraph 2.02B(a): i) This Paragraph is much stronger than the traditional Clause 2.03 challenge mechanism. It was introduced in the 1990 
document with a g_reater than 50% WI threshold that has been increased to at least 60% in this document. It enables the Non-Operators to remove an 
Operator againsnts will. It reflects the evolvin philosophy that the Operator is ultimately the Parties' representative, to serve only as lon_g as ii 
maintains a critical mass of Working Interests ort. Given: {a) the significant costs potentially associated with the removal of an Operator dunng the 
developmenttproduction phase: {b )lhe pot · r the dis11.1Ption to Operations;_ and ( c) the business considerations assoc.iated with such a removal, 
the most practical impact of this· provision is force the Operator's accounlauility to the owners for its performance. Although quite different from 
the traditional challenge mechanism (Clause 2.03), the use of a voting procedure/no ca\jse challenge mechanism is usecfin conventional unit 
agreements and some international io1nt op_erating agreements. One might argue that this provision should provide the Operator with the rig_ht to 
attempt to rectifv its perceived defaults or shortcomings, as this would probably happen in practice. The Qroblem with including such a provision 
,vould be the difficulfy in trying to quantify if the Operator is not meeting the performance standard for qualitative problems. 
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The major advantages to this mechanism are: (al not having to establish grounds for removal; (b) not having to wail for very_ serious problems; (c) 
avoiding evidentiary issues; (d) having legal reso ution on an accelerated basis if the Operator is unwilling to comply; and (e) possibly avoiding the 
result in the Noreen case nofed above if t11e Operator is seeking debtor relief protection. 

ii) The removal of an Operator is a very serious step that should be regarded as an exceptional right. There are potentially significant direct costs 
.:>ecause of the loss of continuity in the management of the propefly dunng at least the transitional period. There is fikely to be a very real ongoing cost 
because of the damage to the Parties' relationship. Parties exercising this right in a capricious manner must also recognize the potential impact of this 
decision on their reputation in the marketplace and the potential thal this could adversely impact their access to new opportunities. 

iii) A Non-Operator holding at least a 60% Working Interest has the right to become Operator by notice to the other Parties, assuming it is not 
otherwise disqualified. This reflects the fact that ii is paying at least 60% of the cost of Joint Operations (>66% in the ·1990 document). 

Paragraph 2.028(b}: The use of the default mechanism may be a very helP,ful tool to address deficiencies in an Operator's performance. Any such 
default notice must tie in sufficient detail to enable the OP,erator to appreciate the nature of the alleged default. This is particularly important because 
of the real possibility that there could be litigation about the validity of the notice or the adequacy of the Operator's response. 

Paragraph 2.028{c): The Operator is required both to commence rectifying the default and to continue diligently to remedy the default. The notice 
also requires the Parties to identify the basis for their opinion that the Operator has not rectified the defaurt diligently. 

Clause 2.03: i) Limiting a challenge to an offer to conduct Joint Operations on "more favourable" terms and conditions than the Operator creates a 
serious, if not insurmountable, obslacle for the challenger. This is because of the obligation to assume sole responsibilitv ifthe more favourable terms 
are not delivered after a successful challenge. As it is difficult to quantify qualitative changes, it seems I ly I to financial terms. How, though, 
can a challenger give more than its best cos! estimate when exploration c9sts reflec;t sucfi fa w r ns, exploration success (testing 
costs) mechanical dimculties, the demand for eQuipment cflanges in input costs and · r nges exist for a concern about 
Operaling Costs. The problem might also be the Operator's technical performance or beha rs, rather than cosfQerformance. In practice, the 
challenge might only be on !he basis of overhead rates, where !his would have the greatest financial impact on a mature, producing property. 

The mechanism may be useful in some circumstance~ in that it at least enables a Party to file a "complaint". However, the "no cause" replacement 
mechanism in Paragraph 2.02B{a} provides the Non-uperators with far greater protection in practice. 

ii) The challenge mechanism might also be a helpful tool to use if the Operator is unwilling to place Suspended wells back on production. 

iii) A challenge could take about 3.5 months to effect if steps occur at the latest times in the Clause versus 5 months in the previous documents. 

iv) The Non-OP.erators could consider assuming a more active role through the use of the Independent Operation process under Article 10.00 if the 
Non-Operators' concern is the Operator's reluctance lo proceed with a work program. 

v) The reP.lacement of the Operator under this Clause does not protect the new Operator from the application of any of the removal mechanisms in 
Clause 2.02, including Paragraph 2.02B(a). The Parties must be able to remove an Operator that is not performing lo their satisfaction. To provide 
otherwise would place an Operator appointed under this Clause in a better position Ulan any other new Operator. (See also Clause 2.05.) 

vi) The existing Operator that matches a challenge and a new Operator that effected a challenge basically have accountability for operating on the 
challenge terms for 2 years. 

Clause 2.04: i) An Operator that has served notice under this Clause remains subject to the possibility of earlier replacement under Clause 2.02. 

ii) The minimum notice period has been reduced from 90 days to 45 days in this document. This reflects the fact that most resignations are in the 
context of sales. The change also facilitates A&D transactions by aligning the period more closely to the timing in the CAPL Assignment Procedure. 

Clause 2.05: i) This Clau~i? basically provides an Operator.with fln OPP.Ortunity_to obtain improved financial ~ecoveries in circumstances in.which the 
Non-Operators are not willing to amend the rates and elec!lons m the Accounting Procedure. It can be particularly helpful to an Operator 1f the cost 
recovery under the Agreement is so low that the Operator is considering resignation. 

Under this Clause the Operator would i!')sue notjce of the terms and conditions under which it would be pretmred to remain as Operator. Any Non
Operator that objects must in essence, issue a· Challenge Notice" relative to the Operator's proposal. An Operator considering use of this Clause 
needs to realize that it is a flowing itself to be replaced if a Non-Operator is willing to operate on better terms than the Operators offer_ 

ii) An Operator may not use this mechanism again until it has operated under any previous Operator's Notice served by it for at least 2 years. 

iii) As noted in the annotations on Clause 2.03, an Operator appointed under t11is Clause may be replaced under Clause 2.02. 

Clause 2.06: n Ignoring the challenge scenario! a new Operator will b\'1 appointed under Clause 2.06 if the OP,erator resions or is to be reP.laced. 
Generally no Party may be apP.ointea as Opera or unless it has_given its written consent to the appointment. However, tfie Party with the largest 
Working Interest will serve as mterim Operator under Subclause Z.06D if the Parties cannot BP.point a successor Operator. Under no circumstances, 
though will a provision of this Clause reap12oint as the successor Operator a Party that: (a) would be su~·ect to immediate replacement under 
Subclause 2.02A; (b) had been replaced as OgeratorunderClause 2.02wit_hin the prec~ding 30 months; or ~) is then subject to a notice ofdefl'jult 
issued under Clause 5.05. For purposes of subclauses C and o

6
an assignee !flat will be a Party at the me the replacement of the outgoing 

Operator is effective will be regarded as a Party for the purpose of eing eligible to be Operator at that time. 
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ii) Previous versions of the document have not clearly addressed the situation in which the Operator resigns because of a disQosition to an arm's 
length assignee. The Operator, its assignee and the other Parties are all motivated to determine the successor Operator underSubclause C before 
the OP.erator's resignation becomes effective under Subclause E. This is tvoicalfy through a letter agreement respecting the change of OP.erator. (A 
Party that does not notify the other Parties of its vote/response within 15"Business Days after receipt of a notice requesting confirmation of the 
successor Operator is deemed to have a_pproved that appointment.) The interim Operator process in Subclause D will apply ifthe Parties have not 
determined the successor Operator as ofthat time. Subjectto the disqualification mechanisms prescribed by Subclause B, !he Operator's assignee is 
eligible to replace it under Subclause C or, if applicable, D. 

The document is not prescriptive about when the Operator must initiate the replacement process resulting from a disposition of its Working Interest. 
Clause 2.04 allows it lo resign shortly after closing, so that its successor will be in place by the 'binding date• of the resultant notice of assignment. An 
Operator might choose to be more proactive ancfmitiate the process on closing occurring or even pnor to closing, contingent on closing occwring. 

iii) Note the special 60% single owner qualification in Subclause C. This has been included for consistency with the proviso in Paragraph 2.02B(a). 
The threshold has been lowered from greater than 66% in the 1990 document to at least 60% in this document. 

iv) The Operator has flexibility on the timing for initiating the process to confirm its successor under Subclause C. The former Operator may vote on its 
replacement. The former Operator ha~.a ve.sted interest in seeing its Working Interest share of the asse anaged effect1velY. if it is re a 
Working Interest. If it is disposing of its working Interest, it will usually vote on Dehalf ofits assI.9nee if the d 1011 is made prior to the Bindi " 
under Ifie applicable notice of assignment. (The assignor would continue to retain the general nghts and obr s forthe assigned Workin est 
until the Binding Date under the nolice of assignment The agreement between the assignor ana the assig uld typically govern the assignor's 
obligation respecting that vote.) An assignee !hat is already a recognized Working Interest owner would liave a voling status for its existing inferest. 

v) Subject lo the general dis!lualification limitations in Subclause B, the Non-Operator in a two Party scenario will have the right to become the 
Operator. However, it must liold more than a 40% Working Interest if the appointment of a successor Operator is because of the Operator's 
disposition of its Working Interest in the Qpplicable Joint Lan<fs. Previous versions of the document were less than satisfactory if th!:! triggenng event 
was the Operator's dis_position of its Wor1<Ing Interest. The 1974 document did not address the issue, the 11:181 document did so wItnoura minimum 
threshold and the ·1990 document addressee it with a de facto Working Interest threshold of 34 % , given the general right of a Partv holding more than 
a 66% Working Interest to become the Operator b',' notice in the 1990 document. The selection of the >40% threshold and !lie reduction of the 
threshold in Paragraph 2.02B(a) and Subclause 2.06C of this document from >66% to at least 60% are designed to balance the respective needs of 
the Parties. An owner with 60-66% Working Interest has greater rights than provided under the 1990 document, while a Non-Operator holding a large 
Working Interest (Le., more than 40%) retains the ability1o offer operational continuity to the property. 

vi) An interim Operator will always be appointed if the Operator is removed immediately under Clause 2.02. There will, however, be many 
circumstances io which the interim O_perator and the successor Operator will be the same, with confirmation of this occurring in a parallel process to 
the interim appmntment. An interim Operator will also need to be appointed under Subclause D if a successor Operator has not y_et been appointed 
under this Ar'ticie when the replacement of the outgoing OP.erator is effective under Subclause 2.06E. An assignee that will be a Party as ofthat time 
will be eligible to be the inlenm Operator if it is not otlierwise disqualified under Clause 2.06. 

vii) Subclause E prescribes the effective date of the chan__ge of Operator. The general rule is that it will be on the 1st day of the second calendar 
month after the determination. The CAPL Assignment Procedure would also apply to a disposition through which an Affiliate of the Operator 
succeeds it as Operator. There is different timing Tor the resignation and challenge !\toe mechanisms in Clauses 2.03-2.05. The outgoing OP.erator 
retains its rights and obligations during the interim period until its replacement Is effective. This ensures that there is no gaP. in accountatiilify for 
performance of the Operator's duties. If it is disposing of its Working Interest to an assignee that will be replacing it as Operator the Parties might 
want to accelerate the timing for recognition oftlie assIgnee

1 
notwithstanding the timing specified in this Subclause orunderlhe notice of assignment. 

This recognizes the mutual benefits of having a contractua relationship wilh the successor OP.erator in place at the earliest feasible date and the 
practical tact that the Operator is unlikely to 15e highly motivated to operate the property after closing its transaction. 

viii) Subclause F ensures that an OQerator being validly replaced would not have any claim against the other Parties as a result its removal. It does 
nof limit the Operator's remedies if Parties are frying to replace it in contravention of the requirements in Article 2.00. 

ix) The difficulties potentially associated with the appointment of a new Operator are illustrated by Kaiser Francis Oil Co. of Canada v. Bearspaw 
Petroieum Ltd. (1999), 240 A.R. 59 (Alta. Q.B.). This case pertained to a pre-CAPL Operating Procedure in which the Operator pw:ported to appoint 
its purchaser as Operator. Althougli the agreement did not 111clude an unrestricted aoility to make the transfer, the Court regarded operatorsnIP. as 
being part of the vendor's interests that felfwithin the scope of "miscellaneous interests" under the P&S Agreement. Change of Operator letters had 
been sent to the non-operators for their execution. Although they were not signed, the8urchaser acted as OP.erator for some time. One of the non
operators then tried to become Operator with the support of the other non-operators. n the facts, the Court found that the non-operators had not 
waived their rights with respect to the appointment of Operator. (See also the annotations on Clause 1.10.) The case shows the importance of having 
appropriate documentation finalized at the earliest opportunity for appointment of a new Operator. 

Clause 2.07: i) This Clause and Clause 2.08 apply to all changes of Operator contemplated in Article 2.00 (involuntary, voluntary and assignment). 

ii) An outgoing Operator is responsible for outstanding accrued obligations, and retains its rights for any amounts owing to it. 
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Cla1,1se 2.08: i) The CJause_ specifies that an audit will pe conducted withJn a certain time. It will often be appropriate to waive this requirement, 
particularly when dealing with undeveloped lands or minor value properties that are not com(!lex. The provisions of the Accounting Procedure 
o~herwise apply to the audit,,., including the resolution pf discrepancies disclosed by the audit. The Parties should conduct any such audit in accordance 
wr!h !he then most current ,....ASC Joint Venture Audit Protocol. 

,i} Th~ Non-Operators would typically have a Non-Operator lead the audit effort in accordance with normal audit processes. This also reflects the 
practical consideration that the former Operator is offen not motivated to pursue an audit diligentlY.. The Parties should determine the desired scope 
Qf the atud)it 12riorto the audit The scope wjll P,robably be similar to that of a normal J.V. Audif(paia for by the Non-Operators including the successor 
Opera or . l he successor Operator contrtbutes to the cost of the audit because it was a Non-Operator for the penod to wt\ich the audit pertained. 

A successor Operator might also conduct an audit under a Purchase & Sale Agreement with the outgoing Operator as part of its adjustment process if 
the interest is being acquired through an A&D transaction. 

iii) The cost allocation for an inventory conducted under this Clause is consistent with the allocation under the Accounting Procedure. 

iv) It can be tjifficult to r!;)solve audit. ex<;eptions in a tin:iely mann~r. parti<;ularly if an Operator has disposed of its interest. The pplicable PASC Joint 
Ventudre Audit Protocol includes guIdehnes for resolullon of audit exceptions tl1at should be followed insofar as they do not t with the Accounting 
Proce ure. Unresolved audit exceptions might ultimately be addressed through arbitration under Clause 21.03 if that applies. 

Clause 2.09: i) This Clause would only apply if!he Operator were proposing its assignee as the successor Operator. It clarifies the ri_ghls of the Non
Operators. As there would be no anticipatea impact on Joint Operations because of a transfer from ABC Ltd. to its Affiliate ABC Resources Inc. 
Operatorship may be assigned to an Affiliate when the Working Interest is also being assigned and an Operator would tvpically just note this in the 
cover letter rt uses to distnoute the appJicable n_otice of assignment. If the.Non-Operators were sufficie!)tly troubled with tlie Operato(s performance, 
they presumably would have used their other nghts to replace 11. If there Is a concern that the Affihate Is a "shell companyi: Hie Parties could easily 
replace it und~r Parag_raph 2.02B(a) if the Non-O8e~ators hold sufficient interest. They will have immediate access to ~lause 2.03 in all cases. 
OperatorshIp Is to be e1etermIned under Clause 2. 6 m all other cases. · 

ii} Suppose ABC ltd. assigns to its Affiliate1 ABC Resources Inc. Since ABC Resources Inc. is a distinct entity from ABC Ltd. and a new Operator 
tlie 2 year periods in Clauses 2.03 and 2.0-. would start at the effective date of the change without the last sentence. ' 

Clause 3.01 (General): i) The evolution of the role of the Operator to the manager of the Joint Property on behalf of the Parties is apparent by 
comparing the corresponaing provisions in the '1971, 1974, 1981 and 1990 versions of the Operating Procedure. 

1971 -''The Operator is hereby delegated the exclusive control and management of the exploration, development and operation of the joint lands for 
the dis1;overy and production of petroleum substances for the joint account." 
197 ~ :- The Operator is hereby delegated the exclusive control and management of the exploration, development and operation of the joint lands for 
the Joint account." 
198 ·t - "The Operator is hereby delegated the exclusive control and management of the exploration, development and operation of the joint lands for 
the joint account provided it shall consult with the Joinl-OP.erators from time to time with respect to decisions to be made for the exploration 
develoP,ment ano operation of the joint lands, and keep the Joint-Operators informed with respect to operations planned or conducted for the join! 
account: 
1990 - "The Operator shall consult with the Joint-Operators from time to time with respect to decisions to be made for the exploration, development 
and operation of the joint lands and the construction, installation and operation of any production facilities, and the Operator shall keep the Joint
Operators informed with respect to operations planned or conducted for the joint account. Subject to the provisions hereof, the Operator is hereby 
delegated the management of the exploration, development and operation of the joint lands and the construction, installation and operation of any 
production facilities for the joint account on behalf of the Joint-Operators." 

ii} One of the fundamental differences between the conventional CAPL Operating Procedure and Western Canadian production agreements and 
many international agreements is the use of an operating committee to provide dlrection in those other documents. 

Ignoring_ the Independent Operation mechanism in Article 10.00 and the expenditure approval process, the role of the Non-OP,erators in setting 
axploralion strategy might seem minimal under the conventional CAPL Operating Proce<'lure. (Subclause 3.01A includes a simple duty to consulr, 
and Clause 5.04 gives a Non-Operator the right to re!Juire the Operator to provide the Non-Operators with a forecast of anticipated e)(J)enditures over 
the next ·12 montll period.) However, it is not feasible to include an operating committee provision in the document. A typical Operator will be 
operating a multitude of blocks with varying partners, interests

1 
tenures, P.rospectivity, maturity and activity, and the resultant administrative burden 

would be high. Moreover, the mechanism would not be workab e in many instances any,.,,,ay because of the likelihood that one Party would hold more 
than a 50% mterest or that there would only be two interest holders. In ,P.ractice, the Independent Operations Article and the expenditure approval 
process included in the document provide the Non-Operators with sigmficant control over the exploration and development of the Joint Lands. 

Subclause 3.01A: The delegation of management of the Joint Property to the OP,erator does not impose any obligation on it to initiate or optimize the 
exploration and developmenl of the Joint Lands.._except insofar as the Operator has specific obligations to the contrary under the Agreement. The 
broad nature of any implied duty of this type mignt place Operators at risk for the consequences of strategic decisions in which the Non-Operators 
may have contributed to or caused the outcome DY. the expenditure approval P.rocess. The Non-Operators are always free to promote a more 
aggressive work program through the Independent Operation process and possibly the replacement of the Operator. 

Subclause 3.01B: i) The discretionary authority is included to enable an Operator to make those minor capital exP,endilures which, in the course of 
normal day-t0--0ay Operations, are required to maintain productio9.., such as the replacement of a minor piece of wellsite equipment. It is notintended 
to provide the Operator with the authoritY. to conduct exploration vQerations or geological studies. The threshold is a bona$fide estimated amount 
linked to the Accounting Procedure limit to reflect a change in the PASC Accountin_gvrocedure and there is a fallback to 50K if an older form of 
Accounting Procedure Is used. (The corresponding thresfiolds were $"!OK in the 1974 documen( and $25K in the 1981 and 1990 documents.) The 
Operator's authority to make the expenditure under this Subclause is not compromised if its bona fide estimate ended up being too low. 

ii} There is no specific requirement for the Operator to submit an itemized report of discretionary expenditures to the Parties, other than insofar as this 
information is normally required under the PASC Accounting Procedure (e.g., Clause 102 of the 1996 version). The only review mechanism as such 
would be if a Non-Operator were so concerned by a tendency to make sucn expenditures that it convened a meeting to discuss the matter. 

iii) The Operator may make additional exRenditures without the Non-Operators' approval if required by the Regulations {e.g., EU B requirements) or if 
reasonably considered necessary by the Operator for the protection of lifehproperfy or the environment. In such event, Ifie Operator is required to 
advise the Non-Operators of the nature of that requirement or event and t e anticipated expenditure associated therewith. 

Subclause 3.01C: i) This Subclause does not apply to expenditures for which AFE authorization is not required under Subclause 3.01A. 

ii) In the absence of a specific provision in an agreement, has a Party that approved an AFE elected to pay its proportionate share of the cost or is its 
particiRation conditional on the actual cost corresponding to the estimate? lntuitivel~1.. operational logistics lead one to the conclusion that the cost 
estimate in an AFE is the ODerator's bona fide estimate of the cost. How could it be o nerwise when costs are subject to such factors as mechanical 
difficulties, the presence ofhydrocarbons and weather? One of the consequences o the contrary view would also be that a Party was committed to 
pay the estimated cost, even if actual costs were lower. 

As shown by American cases and the leading Canadian case of Renaissance Resources Ltd. v. Metafore Resources Ltd., \1984] 4 W .W.R. 430 (Alta. 
Q.B.}, affirmed [1985]4 W .W.R.673 (Alta. C.A.) for the 1974 document the general legal rule 1sthatAFE approval conslllu esauthoritytoconductthe 
Operation described therein, even tnough the actual cost may differ Irom lhe AFE estimate. One of the Trial Court's obiter dicta statements in 
Renaissance, however, was: "I see no reason why, in the proper case, it would not be open to a joint-operator to allfil!e negligence in the preparation 
ot an AFE ancf/orthe dnlling of a well." This qualification was recognized in Erehwon Exllloralion Ltd. v. Northstar Energy Coro, [1993] A.J. No. 916 
(Alta. Q.B.}and Navalta Resources Ltd. v. O~nskyExploration Lto., [1994]A.:J. No. I lu I (Alla. Q.B.). nwas the niam issue mlviorrison Petroleums 
Ltd. v. Phoenix Canada On Co. \199/] A.J. N 215 (Alta. Q.B.I ! he latter pertained to the drilling of a foothills type well in NE British Columbia by an 
Operator with no expenence m that operating environment. The Court determined that the Operator was negligent in the preparation of the AFE 
because: {al it did not review the data from offsetting wells for potential drilling problems and drllling schedules wnen it was generally recognized that 
.here were drilling problems in this area (e.g., shale sloughing, deviation, lost crrculation, etc.); and (b) it did not use service companies ancfpersonnel 
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with expertise in this operating environment. 

Those cases were not addressing the provisions in this version of the document. Clauses 4.01 and 4.02 have been modified to require a Non
Operator to satisfy the Gross Negllgence or Wilful Misconduct test for claims relating to planning or conducting Joint Operations. An Operator would 
still also have the potential defence in many circumstances that the Non-Operator's independent ability to use its own expertise to assess the 
Operation meant that there was no reliance on the accuracy of the cost estimate at the time of the participation decision. 

It seems likely, thought that some Parties may choose to amend this Subclause for drilling Operations in the foothills and certain other high cost 
areas. Given me P.Olen ial magnitude of cost overruns in those operating environments, a pure "commitment to the Operation" mechanism could have 
a se1ious financial impact on a Par:ty in !;!ractice. One _possibility for those types of operating environments might be to include a mechanism whereby 
a Party could elect to become a Non-Participating Party on the same oasis as provideo for a Deepening under Article 10.00, insofar as costs 
exceeaed a certain negotiated threshold (e.g., 35%~ 50%, etc.), subject to the qualification that this rig tit cou@ not be exercised dunng an emergency 
or until any existing dnlling problems were rectified. Parties are also free to negotiate this type of outcome at the time of the problem. 

iii) The corresponding provisions of the previous documents evolved significantly. The 197 4 document was silent about overex~nditures. The 1981 
document included tfie fo_ !lowing P,aragraph: "Notwithstanding the foregoing, if the Operator while conducting any single operation for the joint account, 
incurs or expects to incur expenditures for the joint account in excess of the total amount authorized in writing by the Joint-Operators for that operation 
plus ten (10%) percent thereof, the Operator shall forthwith so advise the Joint-Operators and submit for their awproval a written supplementary 
authority for such excess expenditures." The 1990 document was changed to require a supplementary AFE for in ormational purposes only. 

The intefP.retation of the 1981 provision was considered in ~rehwon, Ntfvalta Morrison, Duce Oil Ltd. v. Coach"Bht Resources Ltd., [2000! S.J. No 352 
(Sask. C.A.), affirming [19991 S.J. No 12 {Sask. Q.B.) and owermax nemv Inc. v. Argonauts Group Ltd., (20u ]A.J. No. 433 (Alta. Q.B.). There was 
an obiter dicta comment in Erehwon that "a partv signing an AFE 1s bouno to pay me resulting costs, at least under the 1981 CAPL, up to a cos! 
overrun of less than ·10%.'' I he impact of the 1981 provision was the fundamental issue in Navalta wtiere the Court interpreted the supplementary 
AFE obligation as ap.12.lying onlvto operating expenditures", such that the Renaissance tesfapphed'to anyoverexpenditure respecting the drilling ana 
comP,letion of wells. Tt'ie court came to the opposite conclusion in Morrison. I his was stateo·to be because of the expert evidence presented to that 
Court on the issue, where there did not appear to be any expert evidence in Navalta. The Court in Morrison concluded that operation "must be 
interpreted as applying to all undertakings conducted by tfle operator for the joint account, includin_g all acuvmes in connection with the drilling of a well 
except where a contrary intention is expressly indicatea in the agreement between the parties". The Court determined that the literal and ordinary 
meaning of .the words required a suppfemenfa!.Y AFE for a cost overrun in excess of 110% of the approved amount, notwithstanding that the 1981 
document did not specify the consequences of failure to approve the supplementary AFE. 

In Duce, the Court agreed with the determination in Morrison, but found on the facts that the operator (Coachlight) had consulted with the non
operator about eacfl significant decision that could increase the cost of the operation and that the non-o_perator had approved those 
recommendations. The court determined that the non-operator could not then refuse to sign the supplementary AFE for the approved activities. 

In Powermax, the Court again agreed with Morrison in a situation in which: (a) the final cost of an installation was 2.8 limes the original estimate; (b) 
the Operator made a scope change relative to the installation described in the AFE(· and {c) the Operator did not alert the Non-Operators to problems 
or issue a supplementary AFE until several months after the fact. The Operator a so argued that it was inappropriate to allow the Non-Operator to 
obtain all of the economic benefits of the installed facilitv without having lo share the fulf cost of the facility, out the Court essentially dismissed the 
unjust enrichment argument here by noting that the 198'1 CAPL Operating Procedure was the juristic reason for that conclusion. (See also United 
Canso Oil & Gas Ltd. v. Washoe Northern lnc. /1991\, 121 A.R.1 {Alta. Q.B.l and Aber Resources Ltd. v. WinspearResources Ltd., [2000) B.CT.No:: 
742 (B.C. S.C.) with respect to the uniust ennchmenf issue 111 the context of a dispute under a resource agreement.) 

iv) The initial reaction might be that identification of costs incurred to date in the daily drilling report should eliminate the need for this type of notice. 
Tlie probl~rn wit!) that view is that information ab9ut in_cum~d costs does not provide any ins.19hts_into why there is an qverexpenditure, whi:jt is being 
done to mitigate 1t and how large the overexpend1ture 1s ultimately expected to be. The prov1s1on 1s based on the premise that an Operator 1s already 
sharing the additional informalion internally with its own management in practice if the overexpenditure is significant. 

Clause 3.03: i) The usual result of a reference to an Operator as an independent contractor would to require it to assume full legal responsibility 
for its own negligence, rather tha.11 through the tests in Article 4.00 (i.e., Gross NeglLCJence orWilf conduct). The last sentence is included to 
minimize the possibility that the Operator could be responsible to tlie Other Parties tor ordinary nee. 

ii) Subclause B has been included to add clarity to the Operator's rights and obligations under the contracting process. The Operator has a dutv to 
award contracts in accordance with good contracting_ practices in the oil and gas industry, which would still be the case without this Subclause. The 
Operator will normally award contrac1s on a competitive basis,1.. subject to several specified exceptions for which the Operator has greater discretion. 
Tfley are: (a) non-am1's length arrangements authorized by me Agreement {e.g., Clause 207(!>) of the 1996 PASC Accounting Procedure) or the 
Parties· {b) arm's length bona fide aniance arrangements with terms that are not unreasonable; (c) the use of local suppliers as requirecfby the 
Requlations or the Titre Documents or in accordance with the Operator's normal contracting policy; or(d) contracts below a specified threshold, 1-vhere 
thelhreshold could easily be modified. The provision was included largely because of the increased use of alliances with suppliers and the increased 
emphasis on the use of local suppliers for miscellaneous project support, particularly in northern Alberta, B.C. and Canada's northern territories. 

iii) The document does not address the specific expectations for supply contracts. Their complexity will vary greatly. The contract for a one-time sale 
of supplies FOB the SUP.Plier's warehouse would tend to be much simpler than a contract underwh1ch goods or services are supplied Ofl an ongoing 
basis on location over the life of the Operation. Supply arrangements could, if apP,roP.riate in the context of the particular contract, include sucfl 
provisions as those requiring the contractor to: (a) carry insurance; (b) com_ply witfl the Operator's HSE and drug and alcohol policies; (c) maintain 
supporting accounting records and allow an audi1 (d) comply with the Regulations and any Operator policy for use of local suppliers or the 
employment of community members; and (e) incluue similar provisions in its contracts with subcontractors. 

Clause 3.04: i) The interrelationship between this provision and Article 4.00 has historically been unclear. Is an Operator resP.onsible for a loss 
suffered by the Parties if it has not conducted an Operation in accordance with good oilfield practice, but its performance could not be characterized 
as Gross l'ileglig_ence or Wilful Misconduct? This issue was addressed in Erehwon and Morrison, in which the Courts reviewed the issue in the context 
of the 1981 CAPL Operating Procedure. In those cases, the Courts detem1ined that the hmnaflon in the version of Clause 4.02 in that document did 
not preclude the OP,erator from being responsible to the Non-Operators for losses suffered bY. them as a result of the Operator's breach of contract 
under another provision. The Morrison case was specifically in the context of the good oilfiela practice o_bligation. It was unclear if the Court would 
have made a similar finding about the interrelationship of Clauses 304 and 401 in the 1990 document because of the "Notwithstanding" reference in 
Clause 401 of the 1990 document. The corresponding provisions of this document have been modified, togrovide greater protection Tor Operators. 
The provision expresses more clearly the intention to apply the Clause 4.02 Gross Negligence test if Non- perators seek aamages for losses they 
suffer as a result of the manner in wflich Joint Operations are conducted under Clause 3.04. (See also the annotations on Clause 4.01.) 

ii) There is a general oblig~tion to manage a res_ervoir in accordance with ~ppropriat~ reservoir man!]gem~nt and con_servatiori principles._ An 
Operator that uses its pos1t1on lo reduce production volumes below productive capacity to P.roduce higher interest equify wells in a compet1t1ve 
drainage situation for example, is potentially open to litigation and removal from its position as Operator. tAn Operatorthal ctlooses not to produce an 
economic well witt\out good reasons is also vulnerable under the Clause 2.03 challenge process, as the proposal under the Challenge Notice might 
just be to produce the well.) 

Clause 3.05: This Clause has been introduced in this document because of the increasing emphasis on health safe!Y and the environment in recent 
years. This is demonstrated by the introduction of Regulations such as the Alberta Occupational Health and Satety Code and recent changes to the 
federal Criminal Code creating criminal sanctions around existing provincial occupational health and safety laws, by requiring all organizations 
(including_directors employees, agents and contractors of such organizations) to take "reasonable steps" to provide a safe workplace for their 
workers. The expedations in this Clause address many of the elements in 2002 guidelines prepared for international agreements by the International 
Petroleum Industry Environmental Conservation Association and the International Association of Oil & Gas Producers. 

Subclause 3.05A: i) This Subclause imposes a duty with respect to HSE that is similar to the general good oilfield practice requirement in Clause 
3.04. As with that Clause, the Operator 1s only liable for Losses and Liabilities suffered by the ofher Parties as a result of its breach of Clause 3.05 if 
its conduct meets the "Gross Neglig(!nce or.Wilful Misconduct" test in Clause 4.02. An Operator with HSE deficiencies is potentially subject to 
replacement under Subclauses 2.02A and B. II is not feasible to include any numerical test for HSE deficiencies here because of the varying 
amphasis on HSE measurement tools in industry. However, like-minded Parties might sometimes choose to include a custom provision. 
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ii) The provision iricl1,1des a gel}eral requirement to h~ye interna.1 processes in place to addr~ss any potential emergency. Nol having such processes 
m place. severely limits the ao11lty o( an Operator to m1t1gate the lf[lpact of an emergency. This can liave serious consequences on safety property and 
the environmen, as well as maJor impacts on costs and reputation. ' 

iii) The provision includes a general requirement to hav_e work ru!es that re~trict or prohibit possession or l)Se of alcohol, illicit drugs an~ pther 
controll~d sul;>stances apd weapons at the location of Jomt Operations. This 1s an attempt to balance the desire of the Non-Operators to minimize 
safely nsks with the destre of Op\'}rators nol_to be micro-managed in the manner in which they conduct Operations. This also recognizes that some 
Operators may not have any policy respecting the control of cfrugs and alcohol in addition to the requirements in this Subclause. 

Some Parties will also have detailed internal policies with which they are required to com_ply. Some policies contemplate the ability to conduct 
unannounced searches,. tvpically sub_ject to a qualification that they are subject to the Regulations or otlier applicable law which would include the 
Canadian Charter of Rights. Some Parties will require the inclusion of a more specific Clause about this area because of their internal policies. 

iv) While not addressed in the provision, the emission of greenhouse gases is a major emerging issue. It was not addressed specifically because the 
Regulations and industry processes ana guidelines in tti1s area are evolving (e.g., CAPP voluntary emissions targets and guidelines). 

Subcla1,1se ~.058: Jhe Operator is to notify the other Parties of any significant HSE incident promptly. The Operator will consult with them as 
appropriate 1n the circumstances. 

Subclauses 3.05C-E: i) Subclause C creates a dutv to conduct periodic inspections and audits for wells and Production Facilities held as Joint 
Property. This provision has been structur.ed to link the review frE)quency and criteria.to risk by providlng the Operator with the discretiol')_to choose 
audit cntena, personnel and an @propnate frequency, recogmz1ng thaf the Regulations may Rrescnbe a shorter frequency. HSE audits tvpically 
involve a structured review of HSE management systems, ana do not necessarily involve an audit of each well and Production Facility. Subdause D 
addresses the report and the management of deficiencies. Subclause E includes Non-Operartor audit rights. 

There is no duty on an auditing Non-Operator to share its report with Non-Operators that did not participate in the review, as the provision of the report 
would reward them for not participating. However, a Non-Operator that had identified significan deficiencies in its review would probably provide a 
copy of the report (or extracts therefrom) to the oltier Non-Operators to make them aware of the magnitude of the issue. This is particularly the case if 
the Non-Operators are considering a removal of the Operator. 

ii) The provision does not specifically address the consequences if there are major concerns arising from the audit process. Ultimately, the Non
Operators would probably consider tlie replacement of the Operator if there were major deficiencies tllat were not being addressed. As a minimum, 
the replacement process provides a strong potential motivation to the Operator to be more vigilant in addressing deficiencies. 

Subclause 3.05F: This Subclause has been included to mitigate the possibility of prosecution of the Non-Operators under the Regulations for failure 
to be proactive in assessing and addressing an Operator's RSE performance deficiencies. 

Clause 3.07: i) References 1o internal controls have been included in this document because of the increased regulatory requirements respecting 
financial reporting and internal controls {i.e., U.S. Sarbanes Oxley Act) after the Enron investigation. 

ii) Although the P.rovision does not s_pecifically refer to microfiche, microfilm and other electronic records, the phrase "records <¼nd accounts" is brpad 
a-nough to incluae records in those torms. Since auditors would have access to the records in whichever form they are maintained, it is inappropnate 
to specify an Operator's record keeping procedures in the document. 

iii) Clause 5.01 requires the Operator to maintain records for Operations conducted hereunder, so that they can be accessed separately from those 
kept by it for other Operations, in accordance with good oilfield practice. 

Clause 3.08: i) The proviso is new in this document. It has primarily been included to address the HSE issues associated with site visits. 

ii) The reference to confidentiality of information reflects the fact that there will sometimes be restricted access to wells that the Parties have 
designated as "light holes". This aoes not otherwise affect a Party's access to well information under Article 7.00. 

Clause 3.09: i) Surface rights or regulatory licences or approvals associated with Joint Operations are acquired! maintained and managed for the 
Joint Account. In the absence of a subsequent agreement affecting the surface rights, such as a unit .. they are he d under the Operating Procedure, 
since it is the contractual basis for charges and credits for surface rights held as Jomt Prope[ly. Tue inclusion of the "manaQe" reference in this 
document reinforces the Operator's autliority to enter into road use, crossing and similar operational agreements in the normarcourse of business, 
subject to the general good oilfield practice requirement in Clause 3.04. 

ii) The most common credits for the surface rights would be fees from road use agreements granted to third parties. Another that could be significant 
relates to fees for use of joint roads for the Operator's own operations, something which Operators may forget to monitor. 

iii) This document recognizes that the requirement for community and stakeholder consultation is an increasingly critical component of proj_ect 
planning and implemenfation, and is an area that is evolving r · ly. The Regulations in this area are often "guidelines" (e.g._;Alberta's Directive-56~ 
so compliance with the standards outlined in the ouidelines · t necessanJy be sufficient. 8perators need to consider if audilional community anu 
stakeholder consultation is required for each parllcular Oper . The definitions of Dnlling osts and Equipping Costs have been modified in this 
docu_ment to recognize expressly the incremental costs associated with the consultation process. Those costs should be included in the relevant 
AFE, and would otherwise be subject to the expenditure limitation in Subclause 3.018. 

iv) A dispute about an allocation of costs between a Joint Operation and another operation would relate to an audit exception. Any dispute about an 
audit exception is potentially within the scope of the Article 21.00 dispute resolution process. Arbitration could ultimately be used to resolve it. 

v) This Clause and the financial authority in Paragraph 3.01 B(b) do not allow an Operator to charge the Joint Account with any fees or deposits 
required by the Regulations as a condillon of that particular Operator holding a licence or approval \e.g., LLR deposits in Alberta). 

Subclause 3.10A: i) The Operating Procedure has historically presumed that the Operator is also the representative for land administration matters 
with the lessor. As this is not necessarily the case, the definition of Title Administrator has been added in this document, even though the Operator 
~nd the Title Administrator will typically be the same Party. 
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The Parties must consid,er_three key P.Oints when reviewing this issue. Thfil' must understand who will have this responsibility if it is not the Operator 
and shpuld doqImenl this m the He~d Agreemen! or !he Land Schedule. !hey need to recall that it will often be beneficial to allow another Party witn 
bett~r _information to make a contmuatlon application. The Parties shourd also consider if anything has chanoed for a Title Document not 
admm1stered by the Operator whereby the Operator should assume that role. One of the more common examples of the latter is the situation in which 
a farmor has aaministered Title Documents because of the initial retention of since expired deep rights. 

As _not~d in the ann<;itation~ on the defil"]ition of Title Administrator clarity in_ exp,eclations is_ particula~ly important if a Title Document is being 
maintained by an entity that Is not a Worktng Interest owner. Clarity of expectations Is also veiy important ma non-cross-conveyed pooling because 
loss of a conrributed lease would typically see less than a complete Spacing Urnt being held and loss of the right to produce the well. 

ii) The Parties need to address clearly their expectations for the handling of lessor royalties and encumbrances in their pooling agreements. This is 
particularly important for non-crosS-conveyed poolings. 

iii) The duty to maintain the Title Documents does not require or permit the Title Administrator to drill a well or conduct any Operation. 

iv) A growing issue associated with the increased stratification of rights is the allocation of portions of mineral rentals to the interest holders in various 
hori~ons. While it is muty_allv b~neficial for the affected Parties to be clear about the expectations in this area. (i.e., side letter between land 
administrators of affected ParliesJ, the issue is beyond the scope of the Operating Procedure. 

v) The Title Administrator's rights include the default provisions in Clause 5.05 and the reimbursement mechanism in Clause 5.06. 

vi) The last sentence was included to provide a Tille Administrator with greater protection if ii inadvertently allowed a Tille Document lo lapse. The risk 
is of particular concern for freehold leases, especially since the loss may be due to an error in the head office or in the field (i.e., suspending a well). 

Subclause 3.10B: i) The Title Administrator is to consult about any continuation or grouping apP,lications it P.roposes lo make to maintain any Title 
Documents in good standing and such other matters as offset requirements and the payment of compensatory royalfies. It is requtred to provide 
copies of relateo corresponcfence lo the other Parties in a timely manner, excepting an'l data to which tfley are not entitled. The provision applies on 
the e basis to an O_perator or another Party making an apP.lication under the Regulations for a "holding or another application under the 
Reg_ ns to 11Jodify i:i Spacing llnit or increase drilling density. (See also Subclause 10".02A about the response to an Operation Notice when an 
appl n of this type Is outstanding.) 

As noted in the annotations on the previous Subclause, it will often be advantageous to authorize another Party to make an application because ii has 
additional information to which the other Parties do not have access. 

ii) If the Operator is not the Title Administrator, it will probably still offer leadership in the matters contemplated in this Subclause. 

Subclause 3.1 0C: i) This mechanism is designed for the situation in which the interests in the affected lands are uniform. It can be used for the 
scenario in which a farmee has earned all of me licence lands for drilling a well that validated less than an entire licence. 

It will sometimes be preferable to include a land selection P.rovision in the Head Agreement that overrides this Subclause. A farmorwould likely want 
to include a special provision if a land selection is required during the earning phase. This could be the case if sufficient work had previously been 
conducted to enable the Parties to make a selection on a portion of the licence lands. 

In addition, a special provision would be required if a farmee had both earned and validated less than the entire Tille Document, as the process would 
be much more complicated. This is especially the case for British Columbia and Saskatchewan, as the earned lands may comprise only a small 
portion of the lands tn the Title Document. 

As the J:?rovision also assumes that the Parties' interests would be consistent throughout the Title Document, modifications would be required if there 
were different farmors in distinct portions of the licence or if farmor interests variecl. 

ii) Assume that there were three Parties with Working Interests of A50%. B30% and C20% and the Parties could select 10 selection units in ttieir land 
selection as a result of a well dnlled for the Joint Account. Each Party would select units in P.roportion to the Working_ Interests, being respectively 5, 3 
and 2 selection units. The order of the ten individual selections woula be chosen randomly {e.g., picking order out of a hat), such that A's 5 seleclions 
are not necessanly sequential. 

iii) Suppose that the Working_ Interests were A 60%, B30% and C10% and the Parties had 9 remaining selection units to com_plete their land selection. 
The calculated entitlements1or the Parties would be 5.4, 2. 7 and 0.9 selection units respectively. A and B would initially serect 7 selection units in a 
unit by unit seguence determined by draw, such that the remaining partial entitlements would be C 0.9, B 0.7 and A 0.4. C and B would then,. in that 
order, use their partial entitlements to complete the selection of me remaining two selection units. 

iv) Assume that the land selection is because of an Independent Well drilled only by A. Subclause 17 .01 B provides that the entitlements would accrue 
solely to A, subject to the requirement that they be applied firstly to the Joint Lands. 

Subclause 3.10D: i) This Subclause is designed for the situation in which sufficient work has been conducted to validate only a portion of the lands 
contained in a Title Document and an expiry is approaching, There is a oroblem determining if a well is a Title Preserving Well and the applicable 
Preserved Lands for the purpose of Clause 10.10. unlessthe lands to ·be retained for the "Joint Account are designatea prior to issuance of the 
Operation Notice. As a result, a provision similar to ihis Subclause was introduced in the 1990 document. The 1990 document, though, included a 12 
month period, which has been reduced to 6 months in this document. 

If a Partv were 1=oncerned that_the lands it ~egarded as prospective would be returned to the Crown unless _a_n additional well were drilled, it coulg 
require the Parties to make their land selection at an early dale for the purposes only of qystalhzmg their P.OsItIons under Clause 10.10. If the lands It 
regarded as prospective were selected, the penalty in Clause 10.07 woula apply to a well thereon. If, on the other hand, they were not selected, the 
penalty in Clause 10.10 would apply to a well thereon. 

ii) Since the land selection would not be sent to the Crown until the date required by the Regulations, the Parties would retain the flexibility of 
changing their selection at a later date should they so agree. 

Subclause 3.10E: This Subclause is new to the document and provides clarity about the outcomes if a Party chooses not to participate in an 
extension of the applicable Title Document (i.e., Alberta Section ·17 extension under penaltv, B.C. drilling licence extension, B.C. Section 62 extension 
under penalty for 1 u year leases). It basically creates a guasi-surrender process associated with continuation fees extension fees penalty payments, 
compensatory royalties and similar special payments !fiat are required to maintain any portion of the Joint Lands in good standing. In essenceha 
Party that chooses not to pay its share of any such amount will forfeit its ?.ntire Working Interest in the applicable portion of the Joint Lands. T e 
surrender process in Clause 11.03 would then apply on a mutat1s mutandis basis. 

The retainin_g_Parties will a~sume responsibility for the forfeited Working Interest (and acquire it) in proportion to their Working Interests unless they 
agree to a different allocation. 
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Sub~lause 3.118: i) The Qperator will obtain and maintain for the Joint Account all insurance policies and other forms of financial responsibility 
required under the Regulations. The requirement will not apply insofar as the Parties can otherwise collectively or individually satisfy it. 

ii) The Operator is not required to confirm if a Party that represents ii satisfies the requirement actually does so. The other Parties could pursue any 
Losses and Liabilities suffered by them if the other Party mis represented its satisfaction of the requirement. 

Alternate 3.11C(a): i) Policies must be maintained with reputable insurance companies. 

ii) Policies are maintained "for the benefit of the Parties and their respective directors, officers and emP.loyees". It is the better practice for the 
Operator to have the policies endorsed lo add these persons with respect to the specific work, to ensure that all of those involved with the Operation 
will have the protection of the policies. 

iii) There is no obligation to obtain "control of well insurance• in either this Alternate or Alternate C(b). This coverage can be expensivetand any such 
coverage is typically required on an individual basis. In any event, it is not a good use of funds in low risk operating environments. here may be 
unique circumstances in which the Parties consider obtaining this coverage jointly if there are special risks. However, this should only be considered 
with the full involvement of insurance experts. 

iv) A "not less than" reference is not used in the Subparagraphs describing the P9licies. The inclusion of this type of reference would have provided 
the Operator with total discretion for the selection o the additional coverage to be charged to the Joint Account. 

v} The Alternate does not include a mechanism whereby the Operator may cover the Joint Account risks under the umbrella policy and charge the 
Joint Account an amount approximating that for which that insurance would have otherwise been obtained in the marketplace. The main reason for 
not including the mechanism is that applicable statutes state that only a licenced insurer is P.ermitted to charge an insurance premium. In addition, the 
qppropriateness of such a mechanism would depend on the particular fact situation. The Non-Operators would consider their past dealings with the 
Operator and their perceptions about the Operator's continued financial viability. They would also reguire a mechanism whereby the option could be 
terminated, to address tlieir concerns respecting a change in Operator or a cliange 1n the Operator's financial position. 

vi) The limits in this document were raised signific_anlly, and Parties may wish to revise these limits for their particular circumstances (i.e., higher risk 
operating areas). The corresponding limits in the 197 4 @cument were: $SOOK,. $SOOK and $1 MM respectively$. The cQrresP.ondiog_ limits in the 1981 
jocumenl were: s·1 MM, s-1 MM and :52MM respectively. I he corresponding lim1ts 1n the ·t 990 document were: ·1 MM, s·t MM and :tioMM respectively. 

vii) The Parties may choose to acquire additional _policies for the Joint Account in a Qarticular transaction. This should only be done with the full 
involvement of risk management personnel and with clear documentation that is distnbuted to the applicable internal stakeholders. 

Alternate 3.11 Cfb): i) Except for policies required to be maintained under the R ·ons (Subclause 3.118) and the special allocations of legal 
resQOnsibility under Article 4.00, each Party is responsible for losses aP.P.licable to ing Interest.Agreements increasingly include an obligation 
on Parties to carry control of well insurance individually for their Worl<ing Interest s of costs. A provision was not included in the document 
because of the variance in these provisions and the degree to which 1hey are cus omized to reflect the risks associated with the particular 
circumstance (property risk and Party risk). Parties including such a provision should be clear about the interrelationship between their provision and 
the other obligations in this Clause. 

ii) Notwithstanding the general statement that each Partv is to be responsible for the losses or claims applicable to its interest, the provision may not 
be effective against thiro party litigants. A Court is not obl!Qated by the P.rovisions of the A__greement. Unless the Court apP.ortions legal responsibility 
among defenoants, a successful plaintiff can enforce its Judgment jointly against the defendants that were held responsible for iKloss. 

Subclause 3.11D: The conditions in Paragraphs (a)-(d) apply to Subclause 3.11 Band any Joint Account policies maintained under Subclause 3.11 C. 

ParagraP.h 3.11 D(a): Without the reference to deductibles, the Operator could maintain the required coverage, but include deductibles which were so 
large that the coverage would provide only minimal protection. The deductible limit is aligned to the applicable expenditure threshold under 
Subclause 3.01 B. Larger deductibles canoe carried with the Parties' prior approval. 

Paragraph 3.11 D{b): i) The Operator is required to notify the other Parties if the specified policies or coverages are, in the Operator's reasonable 
opiriion, unavailable qr available only at an unreasonable cost. If this occurs, the Parties may wish to redetermine the policies and coverages to be 
mamtamed for the Jomt Account. 

ii) Insurance policies contain items, conditions or exclusions that limit the risks covered by the policy or the circumstances under which the insurer 
would be obligated to pay. These_provisions should be reasonable, and the Operator is required to obtain the Parties' consent if it proposes to make 
such a change during the term after the policy or policy renewal has been acquired. 

Paragraph 3.11 D(c): Payments made by the Operator for losses or claims arising out of Joint Operations are initially charged to the Joint Account if 
the payment has tieen aulhorized by the applicable insurers or is otherwise authorized. There are two points to note about this provision. -

Firstly it is inamiropriate to authorize the Operator to setlle claims in aqvance of obtaining insurancef.roc(;leds or a settlement agreement from the 
msure'r, unless the claim will not be covered br insurance or falls withm the deductible hmits lhereo . This action could P.recluoe payment by the 
insurer if it had not been given proper notice o a potential claim prior to the Operator's settlement or if it did not agree with the settlement terms. 

Secondly~ losses are initially assumed to be for the Joint Account. Insofar as it is determined that they are not to be borne for the Joint Account under 
Article 4.u0,. the accounts of the Parties will be adjusted at the time of that determination, which is Ii Rely to be significantly after the payments have 
been made. Without that reference, ii is likely that there would be a dispute as to the timing of the adJustment. 

The Operator must attempt to process those claims diligently. II will promptly credit the Joint Account the amount it ultimately recovers. 

Paragraph 3.11 D(d): i) Note the reference to primary coverage and exposure to a deductible. As many Non-Operators will carry other insurance, 
this is included to ensure that the insurers of !lie Joinl Account coverage will be prevented from claiming that other coverage may be available to 
share the loss. If a Non-Operator carries separate coverage to reduce ifs exposure to a deductible, it shollld ensure that its policy is structured so that 
t applies only for the deductible portion of the loss and does not duplicate the Joint Account coverage above the deductible amount. 
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ii} Policies are to survive the d_efault or bankruptcy of the insured for_ claims arising out of an event prior to the default or bankruptcy. The insurer 
should not be able to deny claims, for example, simply because the insured may no longer be a legal entity. 

Subclaus,~ 3.111:;: i) There may be special circumstaoces in wtiich _some.or all of the Parties are individually reguired to obtain "control of well 
insur~nce for their own ac;:counr, wher~ this wou.ld require a. modification to tnIs Subclause. The amount of any sucl't policy should be based on the 
perceived nsk for the particular operating area (1.e., a foothills sour gas well has a very different risk profile than a typical medium depth well). 

Give_n that this coverage i~ expen11ive and that some larger companies may P.refer to self insure this risk some companies object to a specific 
requir~ment lo <;>btain a policy of this type. One potef)tial @Pproacli tq consider in this circumstance is the inclusion of language tfirough which the 
obflgat1on Is waived for & parti~ular P~rty and any of its Affiliates. This might be done by adding something like the following m the obligation: " ... , 
provided that this obhgat1on Wlll be waived for X and Y and any of thelf respective Affiliates that become Parties but not for any other successor in 
interest of X or Y without the consent of the Parties." ' 

ii) A Party will ensure that the policies maintained by it under this Clause include waivers of subrogation. 

Once a claim settlement is made by an insurer, it has the right to attemP.t to recover from the third parties who have contributed to the loss a concept 
referred to as subrogation. By placing a waiver of subrogation in the policy, the insurer agrees in advance not to take action against the beneficiaries 
of the.waiver, beinglhe Parties and ltieir respective directors .. officers ancf employees. lfnless that class is otherwise protected under the policy(i.e., 
by bemg named insureds), members of the class that contnuute to the loss are at risk without the waiver. 

Subclause 3.11F: The Operator is required to D-rovide a r:eason~ble level Qf assistance to Non-Operators P,rocessina. claims. The Operator would 
probably expect to be compensated for extra ettort associated with labour 111tensIve special requests for mformation,rom a Non-Operator. 

Sub'"lau_se 3.11 G: Op!3rato(s shou)d _not take the responsi.biljties prescribed by this Subclause lightly. If the contractors or subcontractors cause a 
loss m circumstances m which their insurance coverage Is inadequate and they do not have the financial resources to withstand the loss the 
responsibility for the loss may ultimately rest with the Parties. Also, note the requirement that those policies include waivers of subrogation. ' 

Subclause 3.11 H: There may be special circumstances in which the Operator might request proof of comRliance from a Non-Operator. This would 
tend to be in situations with high operational risk, where there are some concerns about the financial viatiility of that Party in the event of loss. 

Clause 3.12: The "insofar as" reference at the end of the first sentence has been added because the Alberta Petroleum Registry (and any similar 
process in other jurisdictions) may allow Non-Operators independent access to this information in due course. 

Clause 3.13: This Clause has traditionally excluded freehold mineral tax, but has been modified in this version of the document. This reflects the fact 
that Operators often pay the a_pplicable stiare offreehold mineral tax and invoice each applicable Working Interest owner and lessor for its respective 
share of the amount if the Operator is the lessee. Parties would need to coordinate responsibility tor freehold mineral tax in their _particular 
circumstances if the Operator Is not the lessee and declines to assume this responsibility or the Regulations dictate another approach. They also 
need to be aware of any notice requirements under the Regulations resulting from a change of interest. 

Clause 3:14: This Clause has been included so that there is a specific duty to test the accuracy of metering equipment. While a bigger issue in the 
:ontext of gas plants covered by a CO&O agreement, this can still be an issue for any wellsite measurement. Rather than Tnclude detailed 
measurement provisionsJ such as those included in Article VII of the Operating Procedure included in the 1999 PJVA CO&O Agreement, the Clause 
appli~s the PJVA resolution _mj:lthodologjes if t~e applicable Accounting Procedure does not address t~e is.sue. (While Acc;ountmg Pr9cedures have 
no historically addressed this issue, the 111clusIon of the reference accommodates any future changes in this area.) In practice, any adJustment would 
be on ·a cash or volume makeup basis, as agreed by the Parties at the time. 

Clause 4.01: i) The breach of contract reference is included in Clause 4.01 because of Erehwon Ex !oration Ltd. v. Northstar Enerm,; Co{R. b1994] 
A J No 916 /Alta Q.B.). One of the arguments raised by the defen.dant about an accoun mg issue un er e ·1 document was at a Ia ilities 
would tie for the t,oint account unless ttle gross negligence test in Clause 401 of that document was satisfied. he Trial Judge's response to that 
suggestion was: However most importantly, I rejecfthe suggestion that Article IV was meant to relate to the standard of care applicable to the 
relations between the CAP!'.. parties themselves, and in particular to the Operator's duty to the Non-Operators if) car[Ying outioint opef~tions. In fTlY 
opinion Article IV is more likely intended to deal with third party losses. This qru1roach was also endorsed ma tireach of good oilfield practice 
context'in Morrison Petroleums Ltd. v. Phoenix Canada Oil Co., (1997] A.J. No. 275 (Alta. Q.B.). 

llis I,mclear if the same interpretation would apply to t_he 1990 document. . Clause 4Q 1 of the 1990 qocum~nt was modified .significantly from the 1981 
version, and included a reference to losses "respecting any person•, which would mclude both third parties and the Parties. 

The ·1990 document arguably would have provided the same result with respect to accounting charges in contravention of the agreement, as in 
Erehwon. The gross negligence test might liave applied to the Morrison good oilfield J:)ractice scenario, thoµgh. The inclusion of the "notwithstanding" 
reference respecting crauses 303 and 304 at the beginning of Clause 401 of the 1990 document was intended to ensure the Clause 40·J gross 
negligence test hadlo be satisfied for claims made under those Clauses. As shown by the annotations to Clause 401 of.the 1990 document, there 
was no attempt to limit a party's right to the remedies available for the Operator's breach of its other contractual obligations. 

The interrelationship between Article 4.00 and the breach of the Operator's contractual obligations has been further clarified in this document because 
of those cases. The reference to losses "respectin_o any person" in t_he definition of Losses and Liabilities refers exP.ressly to the Parties. A c;lairn for 
breach of Clauses 3.03 and 3.04 and Subclauses 3".05A and 3.1 0A Is to be under Article 4.00 because of the operational nature of those obllgatIons 
and the potential magnitude of the loss. Clauses 4.01 and 4.02 also include a reference to the "planning" of Operations, to clarify the expectations for 
the planning of a Joint Operation, including preparation of the associated AFE. 

Clauses 4.01 and 4.02 also reflect the Erehwon case. Other than for Clause 3.04,and Subclauses 3.05A and 3.1 0A, the Operator retains 
responsibility for breaches of its contractual obhgauons without regard to Article 4.00. These other contractual obligations pertain lo such matters as 
breach of the Accounting Procedure and misapP.ropriation of funds held under Clause 5.07. While much clearer than previous versions of the 
document the Operator's responsibilify for those breaches has not been increased. The Extraordinary Damages exclusion in Clause 4.04 actually 
provides ii with more protection than it has for breach of contract under prior versions of the document. 

ii) The special outcomes in Clause 4.02 apply to the Operator in the performance of its responsibilities as Operator. The Article does not alter the 
rights and obligations of the Operator as a Party. 

iii) The Clause provides some protection to persons who are not Parties. Greenwood Shopping Plaza Ltd. v. Beattie et al (1980), 11 'I D.L.R. (3rd) 257 
{S.C.C.) held tliat someone wtio is notpart\i to a contract can neither sue norrely upon it to avoid habmty, except m case of agency or trust. London 
Drugs Ltd v. Kuehne & Naael International Ltd., [19931 1 W .W.R. 1 (S.C.C.) later determined that an employee could rely on a limitation ofliiWiTiiy 
provIsIon under a contract to which It was not pnvy if: (a} the provision purported to extend the r:>rotection expressly or implicitly; and {b} the employee 
was acting in the course of the employment and performing the services provided for under tne contract When the loss occurred. 

iv) A reference to directors and officers has been included because of the tendency of American suits to cast a wider liability net. 

1) The Operator is also a Working Interest owner as a Party. The indemnification obligation is not borne only by the Non-Operators. 
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Clause 4.02: i) Note the reference "whether negligent or otherwise." There is a risk that an Operator would remain solely responsible for its own 
negligence unfess this exclusion is included. As a general rule, one has to contract out of responsibility for one's own negligence specifically. 

ii) A provision might be held to be only an obligation to indemnify if the distinction between liability and indemnity is blurred. In such event) !he 
orovision might not provide them wit~ a remedyfordJr!}ctdamage fo tlJei~ property. See Mobil Oil Canada Ltd. v. Beta Well Service Ltd. {1974 , 43 
0.L.R. (3rd)745 (Alta. S.C., App. Div). Recent decIsIons

1 
howeve4,mdIcate that Courts are wmmg to look at tne wording m its context. Se~_for 

example, TransCanada Pi~elines v. Potter Statio9':Power dd., [200LJ O.J. No. 429 (Ont. S.C.), affirmed f2003l O.J. No. 1879 /Ont. CA).~ v. 
Western lmQation D1stnct, 2002] A.J. No. '!085 ( Ila. CA) ano Herron v. Chase Manufacturers Inc., [1003] A.J. No. 865 (Alla. CA). 

iii) Note the "insofar as" reference. This ensures that a loss which is due to the Operator's Gross Negligence or Wilful Misconduct and other causes 
outside the scope of Clause 4.02 can be apportioned between the applicable causes. It also enables the Operator to raise the issue of contributory 
negligence if the acts or omissions of the injured Party contributed to its Losses and Liabilities. 

iv) ParagraP.h (bl is new in this document Clauses 3.04 and 3.05 impose general obligations on the Operator to conduct Operations in accordance 
with good oilfield practice and the Regulations, and Subclause 3.10A is similar. In the absence of the references to Gross Negligence or Wilful 
Misconduct in those provisions, a Partv might have tried to frame a claim for the breach of the overall standards prescribed by Clauses 3.03, 3.04 and 
3.05 and Subclause 3.1 OA in contract This could see it only having to prove a breach of contract and its loss without having to prove that the 
Operator's conduct met the Gross Negligence or Wilful Misconduct lest under Clause 4.02. This Paragraph reinforces the Operator's obligation for 
performance of its other specific contractual obligations under the Agreement with the outcomes noted in the annotations on Clause 4.01. 

v) Note the interrelationship between the requirement to cal'!Y insurance for the Joint Account under Clause 3.11 and Paragraph (c). Assume that the 
Operator failed to carry the required insurance and a loss of $1 MM occurred which would have been covered by that insurance. In the absence of 
Paragraph (c) and the modifications in this document about the Operator's responsibility for breaches of specific contractual obligations._ it would not 
be clear if ttie Non-Operators had to prove that the failure to cany insurance was due to the Gross Negligence or Wilful Misconduct of t11e Operator. 
Jhe inclusion of Paragraph (c) ensures that the Operator is directly responsible for the failure to carry required insurance, and reinforces the 
importance of compliance to llie Operator's personnel. 

vi) Note the reference to the deductible in Paragraph (c). Suppose that the Operator failed to carry a required $1 MM insurance policy and that a loss 
of$ ·1 MM occurred which would have been covered tliereby. As the policy would have included a deductible, the amount of the deductible would still 
have been borne for the Joint Account, such that the Operator's responsibility would be $1 MM, less the deductible amount. 

vii) It is clear in this document that Losses and Liabilities are initially for the Joint Account. The ORerator is not required to assume financial 
responsibility under Paragraph (a), (b) or (c) until its responsibility is confirmed. An allegation that the Paragraph applies is not sufficient. 

Clause 4.03: i) Subclause A ensures that Losses and Liabilities are shared if a Non-Operator conducts an activity for the Joint Account. Two 
examples are the Title Administrator's duties and the application of Clause 10.04 to a proposed Independent Operation m which all Parties participate. 

ii) Subclause B provides protection to the Non-Operators if a third party attempts to enforce a Joint Account 1·udgment against any single Non
Operator. As noted in the annotations on Subclause 1.05A, a successful plaintiff can enforce its judgmentagains any defencfant held responsible for 
the loss unless a Court apportions legal responsibility among defendants. 

iii) Clauses 10.16 and 10.18 provide the required protections for Independent Operations. 

Clause 4.04: i) This Clause and the definition of Extraordinary Damages are included to limit the potential damages awarded bil_a Court. Subj·ectto 
the limit in the definition a.bout a breach of the confidentiality Article. !Fiey apply to all damage awards arising out olthe Operating-Procedure, inc uding 
those for breach of contract. They include (but are not limited to) the contenf from the lasl sentence of Clause 401 of the 1990 document,and are 
influenced significantly by currenfinlernational practices. 

ii) The exclusion of liability for the loss or delay of production was introduced in the ·J 990 document and its inclusion reflected the international 
practice. Proponents argue that the magnitude of a potential loss of this tyP.e is such that it may not be ,easible to become the OP.erator without such 
an exemption as the sole assumption of the applicable Losses and Liabilities could potentially threaten the ongoing financial viabilitv of many 
Operators. Ttiis is a particularly relevant consideration when one considers that Operators receive relatively modest ovemead recoveries for serving 
as Operator. The most obvious loss resulting from this type of damage would be a loss of profits. 

iii) See Amoco Canada Petroleum Co. v. Propak Systems Ltd., [2004] A.J. 339 (Alta. Q.B.l for a review of the assessment of business interruption 
damages and deferred production creoits when dealing wim an agreement that does not Ii ave the exclusion in Clause 4.04. 

iv) The protection granted by this Clause does not extend to third party damages for which the other Parties are to be indemnified. The P.rovision 
distingutshes between a Patty's damages relating to its own interest and requiring the innocent injured Party to compound its loss by paying cash 
amounts to a third party for any Extraordinary Damages awarded to the third party by a Court. 

Clause 5.01: The Operator will maintain its financial records in accordance with the Accounting Procedure. Subject to: (a) the Accounting Procedure; 
(b) the contracting nghts granted under Subclause 3.038; and (c) the rights granted to the Operator under /\rticle 6.00 for a Non-Tal<ing Party's 
production there rs a general expectation that the Operator will not gain a profit or suffer a loss because of its role as Operator, other than for any 
legal responsibility thal may accrue only to it because of the breach of its obligations under the Operating Procedure. 

The Accounting Procedure provides the Operator with a limited right to use its own equipment or services on aJ>rescribed basis (e.g.,,.. Clause 207 of 
the 1996 PASC Accounting Procedure) or as otherwise approved by the Parties (e.g., Clause 205 of the '1996 PASC Accounting r-rocedure). In 
addition, the Accounting Procedure P.rovides the Operator with an overhead recovery that is not related to the Operator's actual overhead cost 
experience. The markefing of a Non-Taking Party's share of production under Article 6.00 and the associated marketing fee under Clause 6.04 
provide an additional potential exception tolhis general expectation. 

Clause 5.02: The Parties are expected to pay Joint Account invoices as and when due. Clause 107 of the 1996 PASC Accounting Procedure 
reguires a Party to pay its bills when due and to challenge any billing issues in due course in a separate process. This becomes less clear in practice 
if ttie invoices include incorrect charges for other properties or minimal supporting information to enable a reasonable understanding of the charges. 

Subclause 5.03A: i) Clause 5.03 apl?lies to capital advances of costs. It does not aQPIY to operating expenses, which are covered by the Accounting 
?rocedure (e.g., the "operating fund in Clause ·105 of the 1996 PASC Accounting Procedure). 
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ii) Payment of the advance is linked to the month in which the Operator wilf be i:1aying its bills, not the month in which the costs were incurred. The 
Subclause re~ognizes the fact _that costs will generally be incµrre_d prior to the Opera1or's receipt and payment of (he associated invoices. The lag 
between the time the costs are incurred and when they are paid will often exceed 45 days. The 1990 document clarified that the advance mechanism 
was linked lo the payment of costs, rather than the accrua of the obligation to pay because the work had been done. 

iii) Some Operators errom_musly believe that this Subclause enables them to require payment of the Non-Operators' full share of costs forecast in the 
AFE as soon as the AFE rs approved. 

iv) To illustrate the aP.plication of this Subclause, assume that the Operator issues a notice on January 1511> [f;lquesting an advance for $Zin JiOsts 
being paid by it in Fetiruary. A Non-Operator is required to pay its share of the $2 by the later of February 51 (20 days later) or February 15 _ 

Subclause s:o3B: The adjustment mechanism has historically been substantially the same as that contained in Clause 104 of the 1996 PASC 
Accounting Procedure. Ttie related billing would be _provided to the Non-Operators in the month next following the month to which the advance 
pertained, as provided in Clause ·102 of tlie 1996 PASC Accounting Procedure. 

This Subclause has been modified to allow the Operator to apply an excess advance against the next month's advance. If, for exam.Pl~,, the original 
advance request was for $300K when actual costs paid in thal month were only $225K, the Operator can either credit the excess $75r- againsl the 
advance requested by it for the succeeding month or refund the excess. However, the retained excess cannot exceed the next month's advance. 

The Non-Operators have access to the default remedies in Clause 5.05 (e.g., interest) if the Operator does not comply with its obligations to provide a 
refund if its estimate was loo high. In practice, these adjustments might not be managed in this manner for smal amounts. 

Subclause 5.03C: i) This reflects two Operator concerns- security of payment by the Non-Operators and the receipt of adequate funding to conduct 
the Joint Operation on an ongoing basis. The Operator may require an individual Party to secure_payment of its share of the costs of the Joint 
Operation in a manner satisfactory to the Operator if there is a reasonable basis to believe that the Party would not be able to fund its share of the 
cost under Subclause A. It might do this ti_y establishing an irrevocable letter of credit in favour of the Operator for its share of costs. On occasion, an 
Operator may convene a meeling of the Parties to discuss how a well will be financed before issuing the AFE. Amounts obtained by the Operator 
under this Subclause or Subclause A would be subject to the trust funds mechanism imposed by Clause 5.07. 

This Subclause has been modified to provide more process safeguards for Non-Operators because of some abuse of the corresponding provisions by 
Operators under the ·1990 document. The exercise of this special discretion is included in the list of items potentially resolved through arbitration 
under Clause 21.03, such that a Party disputing the request may defer compliance. However, the dispute resolution process will not apply if a Non
Operator is bankrupt, is subject to debtor protection or has a recent history of financial default under the Agreement. The last is of particular 
importance to Non-Operators with a cash management strategy of deferring payment of receivables an extra 30-60 days beyond their due date. 

ii} The normal joint venture billing process prescribed by the Accounting Procedure continues to BP.ply during the period in which a Party is disputing 
tfie application of the securify for payment process, such that the Operator is never worse off than 1t would be in the absence of the provision. A Party 
that does not pay its share of joint venture billings when due rema111s subject lo the potential application of the Clause 5.05 default remedies. 

iii) It is important to recall that Clause 9.01 states that approval of a drilling AFE is not the approval of a Completion program. 

Clause 5.04: i) This Clause enables a Non-Operator to require the Operator to provide a forecast of anticipated Joint Operations over the succeeding 
12 month period. It is seldom used in practice though. A prudent Operator would discuss the delineation/development of a promising discovery on a 
technical level anyway in the absence of the Clause, and a Non-Operator would be unlikely to request a forecastfor an inactive area. It is an option, 
though, if an Operator is not advising them of its recommendations for the delineation/development of a significant discovery. 

ii) A forecast is for informational purposes
1 
consistent with the practices in J.V. Production Agreements for capital items. They also include a budget 

process for operating costs, but this is nol feasible for most land agreements, even if there are minor Production Facilities. 

iii} The Parties may wish to include a formal forecast mechanism in the Head Agreement if large capital expenditures are reasonably anticipated. It 
rmght also be considered as an amendment after a large discovery. It would need lo be customized to the particular transaction. 

Subclause 5.05A: i) The Operator's lien is included to attempt to secure payment of a Non-Operator's share of costs and expenses l:!Y placing a 
charge on its interest in the Joint Property. It applies to all costs and expenses incurred for the Joint Account, not just those for Joint Operations. 

ii} The lien under the 1981 provision Qrobably arose when the expenditure was made, rather than as of the date of the Agreement. Given that a 
defaulting Party has probably_ created liens, floatin_g_ charges or other security in favour of its creditors__., the document tries to erovide the Operator with 
the earliestpossible claim. Beginning with the HJ90 document, this Subclause has been slructureu so that the Operators claim arises when the 
Operating Procedure becomes effective, rather than as the expenditures are made. 

The Canada Petroleum Resources Act and comparable legislation resulting from the Newfoundland and Nova Scotia "Accords" expressly provide jhe 
Operator with certain advantages in enforcement for frontier properties, 111 reco_gnition of the fact that lenders should realize that an operating 
agreement will probably exist under which the Operator would have a lien. This differs from the conventional situation under the Mines and Minerafs 
Act (Alberta}, for.example. II provides only !pat i;in Operator's lien may not be th~ ~ybject qt a security n_otice, _such that the actu.al priority of the 
Operator's lien will be determined by the leg1slat1ve and common law rules on pnon!Jes. Thrs Subclause 1s subJect to the Regulations. It probably 
would not be effective against lenders with registered security notices, notwithstanding that theY. are aware that an Operating Procedure is_probably in 
effect. Similarly, there would be challenges in trying lo enforce the remedies in Subclause B against a Non-Operator subjecno debtor relief protection. 

Subclause 5.05B: i) Default rights are premised on the existence of a default, and are only as good as the validity of the charges under Clause 5.02. 
An Operator should not resort to these remedies if Parties are disputing an approval, an accounting practice or the adequacy of invoice information. 

An Operator that purports to ap_ply the default remedies for amounts that are not owing is in breach of the Agreement. It potentially could be removed 
as Operator under Subclause 2.028 if its default were to persist, and could also face a claim for damages. A Non-Operator would _presumaply also 
seek injunctive relief if the Operator puJJ)orted to apply any of the harsher remedies in Paragraphs B(eF(g). An Operator also needs to consider the 
potential impact on its reputation resulting from legar proceedings or word of mouth if it is using the remedies inappropriately. 

II may be attractive to deposit a disputed amount into a trust account until resolution of the dispute, with interest accruing for the successful Party. 

ii) As non-defaulting Non Operators are _subrogated to the Operator's r\ghts (!nder Clause _5.06 this SubclauJ,e shou[d not_be regard~ as a prov,sio[l 
for the benefit of the Operator lo the detriment of the Non Operators. It 1s designed to provide all non-defaulting Parties with appropriate protection rf 
there is a default, while including reasonable safeguards for the protection of the defaulting Non-Operator. 

iii) It is important to recall that the RUrpose of the default remedies is to reinforce [?ayment of owed amounts when due. Operators typically resort to the 
remedies only when they believe they must. Similarly, Non-Operators must recall lliatthe Accounting Procedure {e.g., Subclause 107(a)ofthe 1996 
PASC Accounting Procedure) contemplates that disputes will be handled through the audit process. A Non-Operatormayonlywithhold payment of a 
disputed amount under that Subclause with the Operator's consent. 

Paragraph 5.05B(af Interest should accrue whether or not the Operator has given the Non-Operator prior notice of its intention to charge interest. 
The inclusion of the regardless" phrase should eliminate the risk that P.rior notice is required. as was held in Renaissance Resources Ltd. v. Metalore 
Resources Ltd., [1984] ti W.RR. 430 (Alta. Q.B.), affirmed, [1985] 4 W.W.R. 673 (Alta. C.K.). ---

Paragraph 5.05B(b): The most obvious use of the suspensi rights is to withhold information from Joint rations. This is particularly useful as 
a weir approaches target depth. The suspension of other should be considered ver.v carefully in case, larn.elr because of the P.Olenlial 
impact on relationships. {See Duce Oil Lld. v. Coachlight es Ltd., [2000j S.J. No 35Z(Sask. C.A. ing [1YH9 S.J. No. 12 {Sask. Q.B.). 
The Operator was allowed to install a$ IOOK screw pumP. and top anve assemb y for the joint account wit out consurtation with the defaulting Non
Operator.) The proviso is new in this document, and clarifies the limits in using this remedy. This remedy does not affect the defaulting Non
Operator's rights and obligations for new expenditures that are proposed or the ability to issue, receive or respond to other notices. 
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ParagraP.h 5.05B(c}: il While traditionally not found in agreements, this remedy is basically the codification of a Party's common law rights respecting 
liquidatecl amounts. Notwithstanding this general statement there are common law restrictions on set-off that are beyond the sco_pe of these 
annotations. If one planned to apQropriate funds using set-off as a basis

0
1e~l advice should be obta·~ned, particularly under a pre- ·1990 document. 

One of the findings in Powermax l:.nergy Inc. v. Argonauts Gro~%Ltd .. [2 O A.J. No. 433 (Alta. Q.B. was lhatthe trust relationship with respect to 
production revenues prevented an Operator from setting off fun s as a self elp remedy "without au hority or legal right to do so". 

ii) One question that may arise is whether the seizure of funds accruing to the defaulting Non-Operator under another agreement would place the 
Operator in default thereunder. As the right of set-0ff is a common law right and the provision states that the timing of the execution of that other 
document is irrelevant, this seems unlikefy. However, the implications oflhe exercise of this right should be considered in each case. 

Paragraph 5.05B{d): While traditionally not found in agreements prior to the 1990 document, this remedy provides the Operator with certain legal 
proceclural advantages because the nature of the claim would be in debt. In essence, it provides a short cut that may enable the Operator to avoid 
having to prove tharthe work was done and the costs incurred, and could allow it to assert simply that the amount is a debt to be collected. 

Paragraph 5.05B(e}: i) This provision is new to this version of the document. It enables the Operator to take the defaulting Non-Operator's share of 
production at the wellliead, to dispose of that production and to apply the proceeds to the debt. The previous provision required the Operator to 
attempt to obtain sale proceeds from the purchaser of the defaulting Non-Operator's share of production, although the Court in Powerrnax determined 
that tlie previous version allowed the Operator to seize production if it satisfied the other requirements of the "Clause (e.g., there ts a default). 

This presented two challenges. The Operator could not reguire the third party purctraser of production to cooperate. In practice, the best that could 
probably be hoped for woula be payment of those proceeds into a trust account or into Court. This could greatly limit the potential application of that 
remedy in practice. The shift from "dedicated lands" to "comorate warranfy" sales contracts also fyp1cally makes it very_ difficult to identify the 
purchaser of the product. (A defaulting Party with a dedicated lands contract would be very motivated to cure any defaultif this remedy were used.) 

ii) In practice, the Operator would usually manage the volumes in the same manner as its own production. This would place the defaulting Party in 
breach under its safe contract, where this woulcfbe particularly problematic for a dedicated Janas contract. This presents a very strong incentive to 
remedy the default, and the primary and secondary day notice mechanisms provide ample opportunity to do !his. 

iii) Production is to be disposed of for a Market Price. This is basically a price that is not unreasonable in the circumstances. 

iv) An Operator considering use of this remedy would need to have access to infrastructure to manage the incremental volumes. 

Paragraph 5.05B(f): i) This remedy is new in this document. The Operator basically has the OP.lion to reverse a participation decision of a defaulting 
Non-Operator and suoject it to the consequences of non-participation prescribed by Article 10.00 for the unpaid and remaining costs of the applicable 
Operation. The remedy attempts to balance the needs of the defaulting Non-Operator and the other Parties. It is premised on the defaulting Non
Operator not paying amounts payable by it under Clause 5.02. The Operator must give specific notice of its intention to use this remedy, and is to 
identify in Iha notice the amount owing and any application of the reimbursement requirement relating to a forfeiture, as noted in annotation (ii). 

The defaulting Non-Operator may avoid this outcome by paying the amounts owed by it within 5 Business Days after receipt of that notice. During that 
periodt the other non-aefaulting Non-Operators may assume a proportionate share of the costs of the defaulting Non-Operator in the applicable Joint 
Opera ion by making a participation erection on the same basis as in Subclause 10.02C, where failure to respond is deemed an election not to 
assume any portion of the defaulting Non-Operator's share of costs. To ensure that 100% of those costs are assumed the Operator is deemed to 
elect to assume its proportionate share of all available interest. The Parties need to be aware that the other remedies for that default in Subclause 
5.05B are no longer available to them if they choose to use this remedy, as the defaulting Non-Operator's status has been changed to that of a Non
Participating Party for its unpaid share of costs of the Operation. 

ii) Suppose that the defaulting Non-Operator paid $300K, but didn't pay the last $200K of its share of costs. If the Joint Operation was the drilling of 
an Exploratoiy Well to which a 500% cost recovery applied under Subclause 10.07 Abthe 500% cost recovery would apply to the costs not paid by it. 
On the other liand, the Parties would need to reimburse the defaulting Party the $30 K already paid byitin order to apply a Clause J0.10 forfeiture 
initially identified in the Operation Notice. The potential reimbursement obligation would influence use of the remedy and the Parties' electrons. 

iii) Parties using this remedy need to ensure that the outcomes are clear when setting up their records to reflect any cost recovery created under this 
Paragraph and7n all associated communications with other affected internal groups, such as accounting. This is particularly so if the defaulting Party 
had paid a portion of its share of the costs of the Operation. 

Paragraph 5.05B(g): i) The seizure and sale remedy in this Paragraph is an exceptional remedy that would only actually be used in extreme cases. 

ii} A defaulting Non-Operator's interest would often be pledged as security to lenders such that the price to be paid by potential purchasers would 
nrobably be heavily discounted if a sale under those circumstances were even feasible. A sale would be further complicated if ttie defaulting Non
Operator's interest were subject to a dedicated lands gas sales contract. 

It is probably advantageous to obtain approval of the other non-defaulting Parties for use of this provision because of the possibility that there may be 
litigation associated with the exercise of this exceptional remedy. 

3ecause of the special circumstances in which this remedy would be likely to be used, potential issues associated with effecting a forfeiture of lands, 
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the potential impact on third parties, the potential difficulty in effecting assignments, pqtential valuation issues and the possible reluctance of 
purchasers to acquire the interest without a Court order, any sale under this document is subject to any required Court order. This outcome is 
consistent with the Court's determination in Novalta Resources Ltd. v. O~s~ Exoloration Ltd., [19941 A.J. No. 1101 (Alta. Q.B } that Part 37 of the 
Alberta Rules of Court would apply to the use of a seizure and sale rem y I e that contemplated in this Paragraph. 

fhat case could potentially also limit the ability of an Operator to use the seizure and sale remedy in prior versions of the document. 

iii) Note the duty on the Operator to attempt to sell the seized8roperty on reasonable terms, having due regard to the _potential for the recove!Y of 
excess funds for the defaulting Non-Operator. otherwise, the perator has no incentive in the contract to attempt to selrthe property for greater man 
the amount owed to it by the aefaulting Non-Operator. 

iv) A sale is without prejudice to the Operator's claim for any amount still owing after the sale. 

v) One of the __potential challenges in effecting this remedy is the execution of the associated transfer documentation. Notwithstanding the "Further 
Assurances" Clause (25.01), tnere is a real Qossibility that a defaulting Non-OQerator would refuse to execute that documentation. To address this 
issue, the Operator is authonzed to execute those documents as the aefaulting Non-Operator's attorney if the defaulting Non-Operator fails to execute 
those documents promptly following delivery to it. The Court order step validates this outcome to third parties. 

Subclause 5.058-Proviso: i) There are differences in access to the remedies of interest, the withholding of information and the seizure remedy. The 
interest remedy (Paragraph fa)) applies by its own tem1s without any requirement to issue a default notice

1 
and the remedy in ParagraP.h (b) applies 

immediately after service ofttiat notice. The harsher seizure remeay (B(g)) is only available if the defau t has continued for at least 60 days after 
service of that notice, an increase from the 30 day period in previous documents. The 60 day period provides access to this exceptional remedy 
before the default imP.oses a serious hardship on tile Operator, while decreasing the likelihood ttiat a Court would use its discretion to prohibit use of 
the remedy. The traaitional 30 day period after notice applies to the remedies m Paragraphs B(c)-lfl, where howermax reinforced the need for an 
Operator to follow the required process. Several of the Paragraphs ((e)h{f) and (g)) require notice of tlie spec11c mtenuon to apply the remedy. Thal 
additional notice may be servea before expiry of the initial notice, but l e remeay cannot be effected before expiry of the first notice period. 

Subclause 5.03C now enables an OQ_erator to require a Party that received a bona fide default notice within the preceding 6 months to post security 
under the capital advance process. This will impact Parties that regularly pay invoices on a delayed cycle, and encourage more timery payment. 

ii) The increase in the waiting period for the seizure and sale remedy to 60 days after issuance of the default notice is likely to see default notices 
issued more often than has been the case. Increased vigilance in this area helps increase the visibility of the default and the potential implications 
associated with imposition of the default remedies. This increases the likelihood that the Parties will address the default sooner. 

Subclause 5.05E: This P.rovision is included because of the Judgment Interest Act (Alberta). It operates to merge a judgment of principal and 
interest, and limits post-judgment interest to the rate set by regulation each year. While the Interest Act (Canada) allows for P.9st-judgmen.t interest at 
a contractual rate, that Act has no a~plication to an~judgment in Alberta as of August ·1, ·t 992 because of amendments to that Act. ~~e National 

y~s} f%~~!R~!RXct\~~1~ls
6 
p~:Sion ~~~ ~~~s~·2s!o8s~~n~i'fa?ofi~~~~~1r~lri~:~ff:~t~~a1kW1ev a~~2~~~t~f !~9

:Ji:~d~i~it1!ih~ 1J~J1~t\~/~~-

Subclause 5.05F: Subi~ct to audit rights the Operator's bona fide records constitute prima facie proof of a financial default. Without this Subclause, 
it would have greater ditttculty presenting' evidence about the amount owing. (See the annotation on Subclause 3.01 C respecting Renaissance.) 

Subclause 5.05c:;: If the Op_erator is the defaulting ParJ:y, the Non-Qperators assuming the Op~rator's shar~ of costs may apP.oint a Party to act as 
their representative to exercise the default remedies ottierw1se available to the Operator, pending the appointment of a new Operator. 

Subclause 5.05H: This protects a Party that pays another Party's unpaid share of lessor royalties to preserve any of the Tille Documents. 

Clause 5.06: i) The Operator may use this Clause after a Party has been in default for 60 days if the Operator has not applied the non-participation 
remedy in Paragraph 5.05B(f). me Non-Operators are required to reimburse the Operator its out of pocket costs associated with the default. 

This reflects the policy objective that the Operator is not to suffer a loss relative to the Non-Operators as a result of being the Operator. In the absence 
of this Clause, the Operator would ultimately bear the entire risk for financial default by a Non-Operator. 

ii} The contributing Non-Operators are not required to reimburse the Operator interest which has accrued on the unpaid principal al the time the 
Operator uses the mechanism. 

iii) The time for this request has been reduced from 3 months to 60 days in this document to encourage dialogue by the Operator and the other non
defaulting Parties about the potential use of the default remedies. 

iv) This provision would extend to losses incurred for the Joint Account under Article 4.00, since those losses would pertain to Joint OP.era lions. If the 
Parties were held liable to a third partv for a loss it suffered as a result of a Joint Operation, the Parties would be jointly responsible for the loss unless 
the Court had apportioned responsibflity among the defendants in its judgment. It would be an odd result if the Operator were required lo contribute 
.he share of an insolvent Party without a corresponding right to have the remaining Parties share that burden. 

- 21 -



Clause 5.07: i) There had been some suggestion in the late ·1980s that Operators should be required to hold funds in distinct trust accounts because 
of the view that creditors could otherwise seize Joint Account funds in the event of an Operator's insolvency. 

Howev!,r, the Alberta Court of Appeal <;l~cided in Bank of Nova Scotia v. Societe General {Canada) et al., [1988) 4 W.W.R. 232 (Alta. C.A.) 
(some~mes _referred to as the Sorrel decIsIon l that a trust relanonshlp Is imposed under the c,:onvenuonai comm ing!i[)g clause of the 1981 document 
as the mtenlion that the Operator acts for the benefit of the Non-Operators l'.)ervaded the entire document. The l'.)rovIsIon was expanded in the 1990 
CAPL Operating Procedure to reflect that decision. (See also Sturrock v. Ancona Petroleums Ltd. (1990), 75 Alta. L.R. 216 (Alta.Q.B.).) 

The Sorrel case, though, addressed a fact situation in which the lender was not the same institution as that with which the funds were deposited 
Usually, funds would oe on deposit with the lender, such that the typical lender may have rights of set-off which may prevail over the claims of the 
Non-Operators unless the lender knew or ought to have known Iha the funds were held in frust for the Parties. 

Prude[lt Non-Op~rators shoµld continue to monitor their properties for indications that an Operator may have serious financial difficulties. It may be 
attra~tive to consider replacing such an Operator under Clause 2.02 or 2.03. It may also be desirable to use the leverage under those provisions to 
reqwre an Operator to set up a separate trust account or to hold Joint Account monies at a bank to which the Operator is not indebted. 

ii) The nature of the traditional right to commingle may be unclear after Sorrel 1985 Limited Partnership v. Sorrel Resources Ltd., [2000] A.J. No 1140 
(Alta, C.A.), reversing [1997] A.J. No. 22!;; (Alta. Q.B.J. It P!,rlaine<;l_to a_general manager ota partnership tnatootaIned advances from the partners 
wen m advance of the cash outlays required for partnership actIvIlles, m breach of the agreement. It then used the funds to pay its own costs and 
intern 1ses, when the Court found on the facts that it knew it was vulnerable to creditors. While the Trial Judge detem1ined that it breached its 
trust to the partners in its handling of those funds,. the Court determined that commingling was an accepted practice in the industry for 
parties _tIonship under an agreement. The Court of Appeal determined, however, that there was not sufficient evidence to find that this was an 
accepted practice, where there was specific evidence to the contraiy for general partnerships. It also determined " ... It is not acceptable for a trustee to 
use trust funds for its own purposes, even in the expectation that it will oe able to repay those funds." 

The Court of Appeal imposed liability personally on two of the officers of the general partner because they knew that the general partner did not have 
funds to cover its own operational exp~ses atlhe time thfil' c~ose to appro_priate the tv,nds provided by the_ other partners. (See also Air Canada v. 
M& ravel Ltd. (1993), 1_08_O.L.R. (4 ) 592 ($.C.C.), afffrmmg (199'1), 77 D.L.R. (4 ) 536 (Ont. C.A.) with respect to the potential 1mposmon of 
persona ,a 11 on the principals of a corporalmn.) 

iii) As noted in the annotations on Subclause 2.02A, Non-Operators have sometimes been prevented from removing an Operator in financial distress 
under the corresponding provisions in previous versions of this document. Although the relevant provisions of this aocument have been modified to 
increase the likelihood that the Parties could remove an Operator meeting any of me tests in Paraaraphs 2.02Afa)-(d), there is no guarantee that the 
modifications will be successful. This Clause has been modified so tharthe right to commingle funds terminates {and the obligation to segregate 
funds held hereunder accrues) if the Parties are precluded from removing an Operator under Subclause 2.02A. 

iv) One of the ma/·or difficulties with the mandatory creation of individual trust accounts would be the imposition of significant incremental 
administration on a I Operators~ instead of only problem Operators. Another major difficulty would be in monitoring compliance of the obligations. The 
inclusion of the obligation wowd not mean that there would be compliance, particularly if an Operator were in financial distress. 

v) Re Blue Range Resources Corp. [1999] A.J. No. 929 (Alta. Q.B.) addressed when funds are "received" in a commingling situation. It pertained to a 
nrocessIng arrangement 111 which t!lue Range was an owner and contract operator. The Court determined on the facls tri1;1t journal entries on Blue 
Range's oooks to show an obligation to pay at the required time did not mean that the contemplated amounts had been ·received". 

Subclause 6.01A: i) Each Party is reguired to take its production in kind at the First Point of Measurement. The 197 4 document required the Parties 
to take in kind, and the 1981 ancl ·1990 documents provided the Parties with the right Jo take in kind. There is little substantive difference between the 
two approaches, as a Non-Taking Party is subject only to the consequences prescn ed in Article 6.00 for a failure to lake in kind (i.e, the marketing 
fee prescribed by Clause 6.04, but not a remedy in damages for breach of contract). · 

ii} There will be situations in which an Operator would prefer to manage additional volumes under asset specific marketing arrangements. 

:ii) Each Party remains responsible for costs and expenses applicable to substances produced in association with P&NG, such as associated water. 

iv) This document clarifies that the risk of loss prior to the delivery point is for the Joint Account, subject to the Article 4.00 exceptions. 

v) A P~rty is required to provid~ the Operator.with such information about its marketing arrangements as the Operator reasonably requires to fulfil its 
obllgatlons to transfer possessmn of production. 

Subclause 6.01 B: The Operator ha!? limited authority to contract gathering, processing or transportation service for the Joint Account without the 
Pa1iies' approval. The Parties may wish to discuss this when consiaering the development of a significant gas prospect. However, a Party disposing of 
a Non-Ta1<Ing Party's production under this Article, may, for that Non-Taking Partv's account, contract for such incremental services as are reasonao!y 
required to market those volumes. In practice, the disposing Party would typicany not contract for transportation beyond the first liquid sales point. 

Subclause 6.02A: i) Notwithstanding the document provisions, the Parties would be hiqhly motivated to attempt to negotiate an appropriate asset 
specific marketing arrangement in practice if the volumes are significant and a Non-TaRing Party is unlikely to take in l<ind in the near term. 

ii) The Operator may dispose of a Non-Taking Party's production under short term arrangements that do not exceed 31 days, unless the applicable 
contract can be terminated on less than 31 cfays' notice. Without that right or the negotiation of a separate production balancing arrangement (as 
addressed in the AAPL Operating Procedure), the well would have to be shut-in. 

The provision in the "1981 document stated that production marketed on behalf of another Party was to be sold "at the same price which the Operator 
receives for its own share of the production" or purchased "for its own account at the field price prevailing in the area." That provision seemed 
salisfactoty in the 1970s and the earty 1980s, when markets were readily available for gas and prices were regulated. Problems were apparent 
though, wtien there was a surplus of available gas and a large variation in gas prices after deregulation. A Non-Operator without a long-term contrad 
that fook in kind was then usua!I forced to sell mto a heavily discounted spot market. An Operator wiU1 a long-term contractfaced the nsk that a Non-
Operator without such a co would P,refer the Operator market its P,roduction, rather than seU into an unfavourable spot market. Assumina that 
the Oi:1erator was meetin deliveral:iility requirements, this arguaoly could require the Operator to displace its own eroduction to sell a ""Non-
Operator's production un s contract. In the alternative, the Operator could purchase the Non-Operator's production at' the field price prevailing in 
the area," when the meaning was unclear when prices for similar production varied drastically. 

The meaning of that phrase in the 1981 documeri.twas considered in Erehwon Exploration Ltd. v. Northstar Energy Com., [1994] A.J. No. 916 (Alta. 
Q.B.), where the Court determined that it meant spot price". 

The Clause attempts to balance the needs of the Operator and Non-Operators. The Operator requires P.rotection that it is not required to displace its 
production to accommodate a Non-Operator. It also wants to be compensated for any extra expenses it incurs by marketing another Party's share of 
production. A Non-Operator must be protected from unreasonable long term contracts or non-arm's length arrangements. 

The Subclause has been structured so that the Operator may: Ii) sell that production under another arm's length transaction at a lvlarket Price (as 
defined in Clause 1.01); or (ii} buy the production for a Market Price. The "1990 document also enabled the Operator to sell the production for fhe 
same price as it receives under the sales contract under which it sells its own production. This has not been included because of the shift to corporate 
supply gas sales aITangements and restrictions on the sale of non-equity volumes under reserves based dedicated land contracts. 

iii) This document links the charges for product enhancement costs to the Facility Fees definition. This provides protection for both the dlsP.osin,9 
Party and the Non-Taking PaftY. It provides greater clarity that the disposing Party manages the incremental volumes as if they are thIra pany 
volumes at its facilities, wnile including some controls on Ifie fees that can be charged. 

iv) The marketing fee applies to all dispositions of the Non-Taking Party's volumes under this document. The ·1990 document did not apply the 
narketing fee to non-arm's length transactions. 
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v) One issue that may arise is the P.ossibility that the Operator may sell production at a higher price than the Market Price. However, it would be 
difficult for an Operator to argue that the proposed Market Price was, in fact

1 
the Market Price if the production could easily be sold on the spot market 

at a significantly higher price. The most P.robable resale case, then, wou d be the situation in which the Operator has excess capacity under an 
attra_ctIve long-term contract that it is not wtlfing to share. Because of the greater P-QSSibilitv that the determination of Market Price coufd be challenged 
m this situation, a prudent disposing Party would document its determination of Market Price in reasonable detail in this circumstance. 

The Court als9 considered the.resale scenario in Erehwon, and concluded that there was no prohibition on resale for profit under the 1981 document. 
The Court's view was a hm1tat1on such as "and for ,ts own use" would have been included if that had been the intention. 

Su!,clause 6.02B: i) Purchases may not exceed 31 days, unless the app_licable contract entered into by the Operator is terminable at any time on 
I1otIce of not greater fhan 31 days. If the OP.era tor i:,roposes to sell production under contracts that either exceed 31 days or are not terminable at any 
time 0J1 notice of not greater than 31 days: {a) the Operator is requ1red to notify the Non-Taking Party of that intention together with a summal)' of the 
mate_nal tefll'\s· (I;>}. Iii~ Non: Taking Pi:jrty wilf elect, within 5 Business DaY.s _after its receipt Qf that notice (or such longer period as the Operator may 
?pecIfy theretn), tf ,t wishes its produc;tron sold under that contract,. ~hi;,re farlure to responp Is de~F]'led_ to be a refusarto consent to the sale; and (cl If 
ti does not consent to the contract, ti must advise the Operator If ti intends to take In ktnd or tf ti \l\llshes the Operator to continue to market the 
production under the short term arrangements in Subclause 6.02A. 

ii) Note the 5 B.usiness Day response period in Paragraph B(bl. Attractive short term contracts are probably only available for a limited Qeriod of time. 
A longer election P.enod could result tn the loss of a contract. The Operator may designate a longer response period if it has additional flexibility. The 
deeming mechanism in the '1990 document was a deemed consent It has been reversed because of the logistical difficulties in making the 
assessment on a short time frame. The change also reinforces to the Operator the benefits of giving a longer election period when feasible. 

iii) The Non-Taking Party can continue to require the Operator to sell its production under short term arrangements if it is not prepared to consent to a 
contract It may be unwilling to consent if it believes that it can obtain a better contract in the next few months, for example. 

iv) The 3·1 day month restriction may pose problems in the disposition of LP Gs. There would likely be some difficulty selling the product on the spot 
market, and LPG contracts generally have a one year - evergreen tem1, with a window to cancel at the end of a year upon 60 days' notice. LPG 
contracts also usually relate to supply sources..2 such as gas plants, rather than individual wells. Given the limited spot market for LPGs and the nature 
of LPG contracts, it is likely that a Party that uoes not intend to take its share of LPGs in kind for a sustained period would in practice negotiate a 
suitable arrangement with the Operator in the context of the particular fact situation. 

Subclause 6.02C: .A Non-Taking Partv may subsequently wish to take its production in kind. The election will generally be effective at the end of a 
contract permitted under Clause 6.02. ff the contract is terminable, the election will be effective at the date the agreement is terminated, provided the 
Operator has received the election at least 7 Business Days before any specific date upon which ii may terminate the arrangement. 

Clause 6.03: i) This Clause addresses the QOssibilities that the Operator may be the Non-Taking Party and that it maybe willing to take only its own 
share of production in kind if there is a Non-Taking Partv. (Clause 6.02 proviaes the Operator wi1h the right, but not !tie obligation, to market a Non
Taking Pa[ly's share of P.roduction.) The Operator musf provide the other Parties with the information they require to exercise the1r rights under the 
Clause. These rights will be shared by the Parties in proportion to their Working Interests, unless otherwise agreed by them. 

ii) SupP9se X (Operator) and Y have not been taking in kind and that Z has been selling their share of production under Clauses 6.02 and 6.03. X 
now begins to take in kind. Who will market Y's P.roduction once the Operator begins to fake its own proauction in kind? If Y's share of_production is 
being sold under a Clause 6.02 contract, Z woulcl manage the production until termination ot that contract. At that point, and assuming Y did not then 
begin to take in kind, the Operator could sell it under Cfause 6.02. Z would only have the right to sell it under Clause 6.03 insofar as X did not. 

Clause 6.04: i) A disposing Party may charge the Non-Taking Pa[ly a marketing fee for Qroduction being managed by iii including in this document 
(but not the ·1 g90 document) volumes being purchased by the disposing Party. If the Parties prefer to market callee ively through the Operator 
because of its access to gas markets, they are free to tailor an arrangement to their situation and waive the fee for those dlspositmns. 

ii) The marketing fee is not based on the ultimate sale pricel but on the "value" of the product at the wellhead or the "value" of gas and associated 
products at the plant gale, as applicable. Although easier o c<1lculale than a wellhead based fee, a fee based on the gross sale price could be 
significantly greater, aepending on the ultimate pomt of sale ana the degree to which the product had been enhanced. 

The reference "calculated at the wellhead" in the Clause does not refer to the substances calculated at the wellhead. The substances cannot be 
calculated until the First Point of Measurement, which will often be after processing raw gas. Instead, the provision refers to the value of the 
substance at the wellhead. This is determined by subtracting from the applicable Marllet Price all of the costs and expenses associated with product 
enhancement, such as transportation, insofar as it has not already been taken into account in the determination ofthe Market Price. 

iii) The percentag_es are lower than were used in the ·J 990 document to reflect forecast pricing models, but some minimums have been included. 
Parties will someames choose to override these_ percentages with a higher percentage to reinforce the expectation that the Parties are to take m kind 
(i.e., foothills environment) orto encourage the Non-OP.erator to enter mto an asset specific marketing arrangement with the OP.erator. As noted in the 
first annotation on Subclause 6.02A, the Parties shoula consider an asset specific marketing arrangement ifthe volumes are significant and the Non
Taking Party believes that ii is unlikely to take in kind in the near term. 

iv) The ·J990 document included an Alternate B that enabled the Parties to tailor the fee ($or%) to individual products in their particular fact situation. 
It was removed from this document because it was used very infrequently. However, minimums have been included for gas and sulphur. 

v) The marketing fee was chosen in lieu of charging the actual cost of marketing. The fixed P.ercentage fee was attractive because of i!s simplicity 
and certainty. Given the subjectivity inherent in me allocation of overhead, it would be very clifficul! to quantify and audtt actual marketmg costs. 

vi) The terms petroleum, natural gas, etc, have not been defined. Both the terminology and the definitions vary between jurisdictions. 

Clause 6.05: DA Party marketing a Non-Taking Party's share of P.roduction under this Article may, by notice to it, pay the associated royalties directly 
to the lessor. This is an exceptional tight. The incremental administration associated with the process is such that an Operator would probably only 
ever consider doing this if it believed tflat the Title Document would otherwise be at risk (i.e., concerns about Non-Taking Parfy's viabihty). The Non
Taking Partv is to provide such information as may reasonably be required lo make that P,ayment, such as company SP,ecific information respecting 
gas cost all6wance (a new feature in this document). Those royalties would then be deaucted from the amount payable under Clause 6.06. 

ii) The Operator is required to provide production statements to the Parties under Clause 3.12 to assist them with the calculation of their royalties. 

iii) Subclause B is new to this document. It is an indemnification from the Non-Taking Party for payments by a disposing Party on its behalf. The 
indemnificaUon is contingent on the amounts paid being consistent with the information provided oy the Non-Taking Party and the distribution of 
proceeds Uf.ider Clause 6.06 being consistent with the payments made under this Clause. 

iv) Clause 3.13 of this document has been modified to recognize that an OP,erator that is the lessee under the applicable freehold lease will often pay 
any applicable freehold mineral tax and invoice the applicalJle Working Interest owners for their respective snares. 

Clause 6.06: i) Funds held by the disposing party on behalf of a Non-;J;aking Party are held in trust under Clause 5.07. The disposing Partv must pay 
the Non-Taking Party its share of ne proceeds not later than the 25 day of the second month after the production month. Clause 5.0'5 applies, 
mutatis mutanais, to a failure lo pay, such that the Non-Taking Party would have access to interest and the other default remedies. 

The corresponding Clause in the 1981 and 1990 documents required production proceeds to be distributed within 10 days after their receipt. While 
some Parties will apply the historic "cheque exchange day" philosophy in managing production proceeds, the practice has be~n honoured more 
frequently by its breacli. The modified requirement better reflects the timing consfraints of the accounting cycle for the majority of industry. However, 
notning prevents Parties from managing this process on a shorter cycle. A Non-Taking Palfy would be particularly motivated to request this if the 
proceeds were significant, especially if there were a well established relationship with the disposing Party. 
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ii}1he pause has been structured so that the di~_posing Party assumes the risk if the purchaser of a Non-Taking Party's production being marketed 
by 1t fails to pay unless the volumes h?ve specifically been sold under a particular contract. The main reason for lflis approach is that corporate 
warranty sales contracts would otherwise often enable a Party to allocate a Non-Taking Party's volumes managed by it to its problem contracts. 

iii} The d\rect processing and transportation costs may not be know!} at the time of the distribution of proceeds. The disposing Party may invoice the 
Non-Taking Party for those costs after the fact. In such event the disposing Party also has access to the default remedies in Clause 5.05 to secure 
paym_ent ofthos~ expen~es. As a Non-Taking Party_ coul9 stilf receive P.roceeds in the situation in which a purchaser of its production does not pay it 
remains responsible for its share of the costs descnbed m Subclause 6.06B. ' 

iv) This document includes additional flexibilitvhto recognize that the calculation may need to be based on estimated production volumes particularly 
if the distribution is made on a shorter cycle. T e disposing Party would identify that the calculation was made on the basis of estimated production 
data in its statement. Any financial adjustment would be made m the next month, with the adjustment identified on that statement 

v} Production rates fluctuate daily, so accounts will be adjusted once per month_ 

Clause 6.07: A Non: Taking Party has lt]e rig_hl to audit the disposing Party's records for production volumes and costs associated with Petroleum 
Substances sold on its betialf under Article 6.00. However, !lie disposing Party is not required to provide those auditors with any access to any 
contract under which th~ dis_posing Party sells its own Working Interest share of P.roduction, except insofar as the audit is conducted by the external 
auditors of the Non-T aktng 1-'arty:_under reasonable conditions of confidentiality. Those contracts contain proprietary information that a Party is not 
required to disclose lo the Non-Taking Party's internal auditors. 

Clause 6.08: A Parfy selling production is often required to provide a title warrant)( for production being sold by it As it is not feasible for a disposing 
Party and a Non-TaRing Party to enter into a side agreement in each instance, ltiis general indemnification provision has been included. 

!f'aragraph 7 .01 (a): i} A Non-Operator will occasionally object to the Operator's AFE and insist that it can conduct the Operation at a lower cost In 
some cases, it may be attractive to negotiate a turn-key arrangement wliereby that Non-Operator conducts the Operation. Howeverd it is not feasible 
to include such a provision in the document because of the aegree lo whicli the decision to negotiate such a mechanism would epend on such 
factors as the timing of the Operation and the perception of the 'Non-Operator's financial viability and technical expertise. 

ii) An AFE will be void unless it is approved by all Parties within 30 days after its submission to them. This ensures that a Partv is not bound by an 
AFE apQroved by it for a prolonged period whHe waiting for responses_ It is preferable to send well AFEs through an Operation Notice under Article 
10.00. This creates a consequence for failure to approve it, and secures ttie Operator's role in conducting the work if Alternate 10.04A{a} applies_ 

iii} The Operator is to advise the Parties about the status of the AFE as soon as the position of the Parties is clear. 

Paragraph 7 .01 Cb): Assuming that all Parties approve the AFE, a sunset provision is required to ensure that they are not bound indefinitely by the 
AFE. 1h1s Subdause mirrors 1he period for Commencement of an Independent Operation under Clause 10.03, and is subiect to the potential 
application of the Force Majeure Article {Article 16.00). The Parties should consider increasing this period if it is not appropriate for their proJect area. 

Paragraph 7 ;01 (c): A sEmarate OP.eration Notii;e will sometimes be served for an Operation after issuance of an AFE that is not served as part of an 
Operation Notice under Article 1 0 .00. If all Parties approve the original AFE within tne response period for the Operation Notice, the Operation Notice 
is void. However, the Operation will be conducted under the Operation Notice if the original AFE is not approved and all Parties approve the 
Operation under the election process for the Operation Notice in Clause 10.02. This is because: (a) the Operation described in the Operation Notice 
may be somewhat differentfrom that to which the AFE pertains; (b) the timing_of issuance is later; and {c} of the possibilitv that a Non-Operator may 
have issued the Operation Notice in circumstances in which it would be the Operator for the Operation under Clause 10.04. 

Paragraph 7.01(d)(ii): The Operator's proposed program should be provided to the Non-Operators at the earliest opportunity. This provides the 
Parties with an aaequate opportunitv to resolve any d1fterences they may have about the program. It would be preferable to require an Operator to 
forward the proposed program with the AFE (or at least a week before Commencement). However, industryexpenence indicates that Operators would 
be unlikely to comply witti the obligation unless specifically requested to do so by the Non-Operators. 

Notwithstanding the fact that the program is generally provided to the Non-Operators close to the time the well is Spudded, most objections would 
tend to be about the proposed logging and coring P.rogram, such that there 1s usually an adequate opportunitv lo resolve any differences without 
disruption to the Operation. While these obi' ections !encl to be resolved fairly easily in practice, there is admittedly a problem if the Parties are unable 
to negotiate an acceptable arrangement af er Commencement of the well. 

There may be circumstances in which the drilling program may address major issues that are fundamental to the Operation (e.g., horizontal drilling, 
special treatment of formations). In those circumstances, it is the better practice to discuss those issues before approval of !he AFE. 

This treatment of the proP.osed P.rogram differs significantly from that prescribed by Clause 9.02 for the Completion program because of the increased 
probability that there could be differences of opinion on major components of the Completion program. 

Clause 7.02: The Operator will also be re!Juired to provide well information to regulatory authorities under the Regulations and possibly to a lessor 
under a particular Title Documents (e _g_bEnCana/PanCanadian form lease}. This obligation is captured under the general obligations in Clause 3.04, 
Nhich includes the requirement for 1he perator to comply with the Regulations and the Title Documents. 
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Clause 7 .03: The Parties will have different expectations for wells drilled as core holes or as injection or disposal wells. 

Parc!graph 7.03(al: T:his Pa(agraph has tradition.ally stated thaJ each Non-Operator will have a r~asonable opportunitv to observe the conduct of the 
logging program. This requirement has been eliminated in this document oecause advances 1n technology enable The Non-Operators to receive 
logging information on a real time basis at their offices. 

Clause 7.04: The Completion approval is obtained under the Casinq Point election process in Article 9.00 or the response to an Operation Notice 
issued under Clause 10.02 (re-entry and Completion under Clause l0.08). 

Clause 7.06: The Operator is to supply data in accordance with established industry standards. The Operator might require reimbursement of 
incremental costs to accommodate a Non-Operator's request for data in an unusual format. 

Clause 7.07: i) This is an enabling provision. A Party may conduct testing programs in a well in addition to those tests conducted under Article 9.00 
(e.g., additional tests in a formation that has already been evaluated under Artlcle 9.00) at its sole cost,.risk and expense, provided hole conditions 
are, 111 the Operator's reasonable opinion, satisfactory. The liability and indemnification provisions of 1...lause 10.18 apply to this program. 

ii) The consequences in Artide 9.00 apply to any testing program conducted under !hat Article. 

iii) The provision does not entitle a Party to use a join! well lo evaluate formations that are not inducted in the Joint Lands. A Party that wishes to 
conduct such a test would need lo obtain the consent of the other owners to that use of the well. OlhelWise, this use of the joint well would see ii using 
the Joint Proi:ierty to subsidize its other operations. Similarly! it does not enable a Paf!y to use a wellbore not subject to this Agreement lo test 
formations in the Joint Lands, since this could prejudice the o her Parties. (See also Clause 10.06 and the associated annotations.) 
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Article 8.0.0 (General): i) This Article is designed to address only relativelY. straightforward situations involving Horizontal Wells. ft has been structured 
so that the SP,ecial provisions for Horizontal Wells are basically contained in this Article. If more complex Operations beyond the scope of this Article 
are expectea or contemplated, such as secondary or tertiary recovery schemes, the Parties should amend the Operating Procedure or the Head 
Agreement to address their particular circumstances. 

If the ~pplicaple well is prop9sed_throu_gh an Qp_eration Notice, this Article operates to supP,lemerit the Article 10.00 process by addressing issues 
associated with proper identification onhe activity and the procedural platform for the relationship between the applicable participants. 

ii) The benefits of presenting these provisions in a self-eontained module would be more apparent if they were instead integrated throughout the 
document. The added references ttiroughout the document would be frustrating to users wtio do not conduct horizontal drming It woula also be 
suboptimal to users who were not familiar with horizontal drilling, since they wowd not be presented with a snapshot of the issue·s in one location. 

Clause 8.01: Horizontal Wells c;an be drilled in at least two ways. In some circumstances, a single wellbore is drilled, beginning vertically and then 
gradually veering {II an inc(easmg anglEl from vertical until the wel_lbore is co1)tinuing horizonfally into. or wit)lin a particular formation. In other 
circumstances, a smgle vertical wellbore is dnlled to evaluate the vanous formations encountered, following which one or more Horizontal Legs mav 
be kicked off from the vertical wellbore in an effort to obtain production from a particular formation or formations. The definition of Horizontal Wen 
encomi:iasses both of these tvDes of wells. However, it differentiates between lliem because certain provisions of the Article apply to these different 
types of Horizontal Wells in different manners. 

Clause 8.02: il Horizontal Wells are by their nature subject to much more variation from the original drilling plans than are vertical wells. Operators of 
Horizontal We Is will !vP,ically respond to conditions encountered in a given formation by varying the lenglli and direction of the proposed Horizontal 
Wellbores or Horizontal Legs. Al the same lime, there must always be some reasonable restrictions on the flexibility and discretion afforded to the 
Operator o( a Horizontal Well by the participants in the well, since the participants should not be expected to provide an Operator with a blank cheque 
to do what 1t sees fit. 

This Clause reflects this balance. It grants an Operator increased flexibility by allowing for reasonable deviations in length or direction without 
invalidating the applicable AFE or Operation Notice. In essence, the Operator 1s to keel:) the bottom hole location within a 75 metre radius of the 
original boitom hole coordinates, except insofar as is required to address drilling difficulties. 

The onus is on the Operator to negotiate a broader discretion in the context of the particular well if it believes that the 75 metre radius limitation is 
overly restrictive for the well or operating area. The Operator's ability to negotiate greater flexibility will be project specific. In i:iractice, it will be a 
function of such factors as the nature of the project, the discretion being requested, tne potential cosl variance, the Operator's technical performance 
and its previous willingness to consult with the Non-Operators in a timely manner as conditions warrant. 

The normaJ.processes in Subclause 8.02A and Article 10.00 (i.e., Clause 10.07 and 10.08} otherwise apQly to any Non-Participating Parties in a 
Horizontal Well, such that the participants in .the well have some bona fide discretion to mod1fythe scope ol a proposed Horizontal Well without the 
potential invalidation of the original Operation Notice. The nature of this type of Operation is such that a Non-Participating Party takes this into account 
at the time of its initial election. 

ii) The discretion granted to an Operator does not enable it to change the number of Horizontal Legs, such that additional approvals would be reguired 
to increase or decrease a program. This restriction probably would not have a significant impact in practice, though. Many Horizontal Wells will have 
only a single Horizontal Leg. For a Horizontal Well proposed to include multiP.le Horizontal Legs, an Qperator would be most likely to modify the 
number of Horizontal Legs 1fthe drilling results differed significantly from its anticipated outcome. The ParticiP.atinq Parties in the initial Horizontal 
Leg~ would fypically be open_ t9 re~ons1aering_ the remaining program jf the results w~re disl:)ppointing, where if is unlikely that any Non-Participatmg 
Parties woulcl request a part1c1pallon re-elecl1on because of a reduction dnven by d1sappo1nting results. 

Clause 10.08 would apply if the Operator quently proposed to increase the number of Horizontal Legs in a Horizontal Well under this Clause or 
Clause 8.03. The net effect is ttiat add. Horizontal Legs could only be drilled in a well capable of production in Paying Quantities if the 
J:)articipants in the well agreed to that mod ation. The BP.plication of Subclause 10.0SC to a Deepening would also provide.any Non-Participating 
Party with a re-election right for the entire well. (See the aefinition of "Deepen• for the application of tha1 definition to a Horizontal Well.) 

Clause 8.03: The traditional "Casing Point ?lection" will typically not aP,PIY .to Horizontal Wells. If a Horizontal Well .consists of the drilling of a 
Horizontal Wellbore, there 1s no P.Omt at which a Pa(!y must m.al<:e its' casing Pomt election". The dec1s1on to part1c1pate commits that Party to 
participate in the approved Operation. This includes the evaluation program for the well in the absence of a separate agreement at the time. 

On the other hand, a particular Horizontal Well may consist of the drilling of a Vertical Stratigraphic Wellbore and the possible kicking off of one or 
more Horizontal Legs from that Vertical Stratigraphic Wellbore, depen•ent on the initial results. The Parties then need to determine if they are 
prepared to incur the incremental costs for the applicable Horizontal Legs. The Article 9.00 processes apply, mutatis mutandis, to this decision point

1 such that a Party that is not prepared to participate in the prqposed initial Horizontal Legs is potentially subJect to a cost recovery for the incrementa 
expenditures on the same tias1s as is prescribed in Article 9.00. 

Subclause 8.03B is structured so that a PartY. cannot participate selectively in only some of the Horizontal Legs presented in the initial kickoff 
program. This reflects the difficulties in managing different ownership interests when production is commingled from multiple Horizontal Legs. 

Article 9.00-General: This Article applies to wells drilled for the Joint Account. It also applies between the Participating Parties in an Independent 
Well because of Clause 10.16. It basically applies the provisions of the Operating Procedure on a mutatis mutandTs basis between the Participating 
Parties, as if the Operation were their Joint Operation. 

Clause 9.01: i) The testing program described in the initial AFE for drilling the well (including a Deepening or Sidetracking) is the Omirator's predicted 
testing program if the ori91nal assumptions are accurate. The setting of production casmg/tne associatecrCompletion attemP.1 is a aistinct com_ponent 
of the overall Operation. The risk of proceeding with additional expenditures is reassessea after the evaluation ofthe logs ana preliminary results. The 
inconvenience of consultation with the Non-Operators does not outweigh their right to determine the appropriate evaluation of their interests after the 
initial well results have been obtained. 

ii) Previous versions of the document have contemplated that every well will have a full Casing Point election, but this is not correct. There is no 
Casing Point election for a Horizontal Wellhfor example. It is increasingly common for participants in shallow Development Wells to agree that the 
scope of the drilling Operation can include t e setting of production ca~1ng and the conduct of cased hole logs, assuming thattheOperaforwill not be 
requesting a waiver ot the logging requirement from regulatoiy authonlies. It is also increasingly common tor Parties to agree that the scope of the 
Operation can include: (al the setting of intermediate casing atiove the target formation-

1 
(b) drilling into the target formation; and (c) the conduct of an 

open hole Completion if the wellbore has sufficient integritv. The provisions of this Artie e must be read in the context of what has been a.9reed to by 
tlie Parties as fundamental to the drilling of the agreed wen to its proposed depth and those other expenditures that might be incurred after the well 
1as been drilled to its target depth. 
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Clause 9.02-General: The 1990 document introduced greater flexibility in this election process for such matters as the handlin.9 of objections to the 
program,. a proP.osed prggrarn limited to the setting of production casing and an election limited to setting production casing. This crause must be 
reaa subJect to the quahfitations m Clause 9.01. 

Subclause 9.02A: i) The Operator must promptly supply required loggina and testing data to enable the Non-Operators to determine if they wish to 
attempt to set casing for Qroduclion and further Complete the well. It musf also supply them with a proposed prqgram and an AFE for that program, so 
)hat ttiey can make an informed decision about furttier investment in the well. This document has been modified so that the requirement to supply 
information about the proposed program is satisfied if the 0Rerator confirms that a conlinaent program (and associated costs) included with the 
drilling AFE still reflects its proposed program. This modification aligns the document mucfi more cTosely to what happens in practice. 

ii) The P.roposed program mey be the setting of casing and the Suspension of the well, so that it may be re-entered later for a further unsi:iecified 
Completion program. This reffects that the setting of casin_ g_for production is a specific sub_ set of Completion, where references such as "further_ 
attempt to Complete the well" also reflect this construction. l I he staged approach Is often used in the deeper portion of the WCSB, where a service 
rig wil often be used for the conduct of a testing program tnat is specified at that later time.) The Parties approval of that initial program does not 
empower the Operator to re-enter the well later fo attempt to Complete the well for their account without obtaining additional apRrovals under Article 
10.00. However, additional approvals are not reguired i the program initially approved included the setting of casing and specifics of a subsequent 
testinq_program using a service rig shortly after drilling rig release and the testing program is Commenced on that sctiedule, subject to any application 
of the Force Majeure Article. (See Clause 10.08.) The Parties might sometimes agree to modify the timing for the latter fora winteronly access area, 
but this would materially increase the uncertainty of the program cost presented lor approval. 

Subclause 9.02B: i) Each Non-Operator is to elect
1 
within 24 hours after receipt of the reguired data and program information, if it will particiQate in 

the Completion attempt. This will tie through a singe step election under Subclause 10.02C, as supplemented by Subclauses 10.02D and E. 

ii) The norm is that a Party has not approved an expenditure unless ii takes action to confirm its approval, as in Clause 10.02. This Subclause is 
structured so that failure fo reply to the Operator's notice is an election to participate in the proP,osed program, as in all previous versions of the 
document. This is because the logistics orthis election process are that tectinical personnel will often be making decisions by phone outside regular 
business hours with no follow-up correspondence. The onus is on a Party that does not approve the program to documenfits election. 

iii) A participant is deemed to have approved the proposed program unless it otherwise notifies the Parties in the election period. If the o.i:ierator 
proposes to alter its Qrogram materially because of an objection, each Party may re-electi11s the program would differ materially from that to which the 
election pertained. The Operator would likely convene a meeting to attempt to resolve uie issue ifthere were a significant difference of opinion. 

The '1990 document expressly addressed the possibility of objections to the proposed prog~am. (Objections would have been made on an "offline" 
basis under previous versions of the document. l This provides a P.latform to raise ,issves. t1owever, it sometimes may be less than satisfactory, as 
there is no mechanism !hat compels closure if the Parties are unable to agree on the handling of the objection (e.g., perfora!Jon of a water bearing 
formation). This is largely because of the timing logistics associated with-this type of Operation. 

ivj A Party that disagrees with the specifics of the Operator's ComJ)letion program can limit the negative impact on it by participating in setting casing. 
0 herwise, the proouction casing costs go into the cost recovery. This document includes some additional flexibility because the divided weir process 
in Clause 10.05 has been expanded to apply to Completion programs, so that participation can be limited to development objectives. 

If at least one of the other Parties proceeds to conduct the ft.Ill Completion attempt atthat lime, a cost recovery prescribed by Clause 9 .03 would be 
based only on that portion of the costs not assumed by the Party ttial limited its election. 

v) The Operator's proposed program might be an evaluation of more than one formation. Without a ne~otiated outcome (or in this document use of 
the Clause 10.05 aivided well process), a Non-Operator has limited abilitv to participate selectively. The issue is more complex if it includes any 
component !hat is contingent on other aspects of the program. If the additional test is conting. ent on another test being successfu~ ii is difficult to 
argue that a Party should be able to participate only in fhe vower risk) contingent test. A good argument can be made that this shoulu not apply if the 
acfditional test is contingent on a prior lest being unsuccessful, as the risk for the unrelated test has not been reduced. Other than for the modiffcatIon 
to Clause 10.05, the document does not address these issues specifically because of the multitude of potential permutations and cost allocation 
issues. It is µ,referable that Parties facing this issue retain flexibility to explore negotiated outcomes that reflect their situation and their ongoing 
relationship. Key aspects include: (a) weTibore ownership issues; (15) cost allocation issues; and (c) indemnification and liability. 

Subclause 9.02D: i) Clause 3.04 re!1uires the Operator to_ cond,uct Operatic;ms "diligently'_'. Suppose l!)at the Operator pbtains ~pprqv~I for a 
Completion attempt and8roceeds only to set production casmg, with the intention of conducting tfie remainder of the Operation at an IndefImte date. 
To what degree cari the perator rely on the original approvals of the Parties to participate in the Operation? 

In some instances, Clause 3.04_ may allow the Pa_rties to claim that the Operator is required IQ obtain_a_ddiJional approvals, particularly if the AFE 
included a statement about the intended Completion date and there was no reasonable technical 1ust1f1catIon for the delay. 

If the Operator had stated in the AF E that the Completion atte_mpt was to be conducted within a spe<;ified p_er\od after the setting of prqductiqn casing 
(as contemplated in Subclause 9.02A), the Non-Operators mIgflt also attempt to argue that a matenal deviation from that representation voided their 
approval of that portion of the AFE, particularly if there were some business sensitivities to the liming of the outstanding work (e.g., expiries, land 
sale}. (See the reference to the Passburg and Prairie Pacific cases in the annotations notes on the definition of AFE.) 

II is not appropriate to include an arbitrary termination mechanism, however, because of the multitude of potential fact situations. 

ii) Clause 10.08 will apply to the Participating Parties with respect to subsequent Operations on the well. 

Clause 9.03: i) A Non-Participating Party is subject to a cost recov?ry. Previous versions_ of the docume[lt included a cost recovery under Alternate A 
or a forfeiture under Alternate B. Alternate B was deleted from !his document because It was used so infrequently. 

ii) The cost recovery percenta_ge will depend on the applicab)e formation(s} being in a D~velop111ent W ~II or an Expl9rator1-Well. The~ 97 4 and 1981 
cfocuments applied only the D'evelopment Well_Renalty. This created a .r?sult !fiat wa~ InconsIstent with the handling of RecompletIons under the 
comparable versions of Clause 10.08, so the '1990 document was mod1f1ed on this point 

iii) Previous versions of the document were unclear about the interrelationship between Clauses 9.03 and 10.10 when the well was a "Title Preserving. 
Well". The application of the risk-reward test dictates that a Party that participated in the well should still be subject to a forfeiture under: Clause 10.1 O 
if it does not participate in any ComP.letion program required to retam a portion of the Joint Lands. This reriects the fact that it ultimately is [lot 
P.!,lrticipating in the Operation required for retention of the "Preserved Lands". (The Clause 9.03 P.!3nal!Y mechamsm would apply to the Title Preservmg 
Well, though, if land retention were not contingent on Completion (e.g., Alberta licence validation).) 

The application of the general Clause 10.10 outcome admittedly creates the resultthat a Partv that paid its full share ofDrilling Costs would ultimately 
be worse off than woulct have been the case had it initially simply chosen not to participate in the Title Preserving Well. While this may atfirst appear 
to be a harsh r~sult. the option to make an informed ejection at Casin~tPoint Is of sIgnificaot. value,_ and each Partv knows the rules at the time ,it 
makes its particIpatIon elections for the well and at Casing Point. In practice, a Partvtliat part1c1pates In the dnllmg oflhe Title PreservingWellmthIs 
circumstance would typically be very motivated to participate in any Completion attempt if there were any reasonable encouragemen( 

This is different than the situation in which title preserving work is conducted in a well in which a Party is already subject to a cost recovery. 

Clause 9.04: i) Subject to any application of the Force Majeure Article, a wellbore Abandoned within 6 months after the Casing Point election will 
generally be Abandoned for tfle Join! Account of the drilling Parties. This is subject to qualifications for additional costs resulting from the Completion 
attempt, the charging of anticipated .surface restoration costs and the applicaJiori of the proceeds from salva!:)le material lo th.e .cost rec.overy aci;ountf 
as in subclause 10.09B. If the well is Abandoned pnor to the cost recovery{ It will be for the account of the Parties that partIcIpated 111 the setting o 
production casing/Completion. lfit is Abandoned after the cost recovery, i will be by Parties then having interests in the well. 

ii) The handling of Abandonment responsibility in the 197 4 and 198'1 documents was not clear, as the proviso included in !he text of Alternate 903B 
tlierein was intended to apply to both Alternates A and B, not just B. 
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Clause 9.05: A Completion attempt by fewer than all Parties is really just a special type of Independent Operation. Without this Clause, users might 
not remember that the principles in such provisions as 10.15, 10.16, 10.17, 10.18, 10.19 (information) and 10.20 also apply to Article 9.00. 

Article 10.00 - Geri,ral: Th~ paramount_policy objective qf an Operating Pr9cedure is to ~ncoµrage th~_joint_evaluation of the Joint La_nds. It is 
important to place 1.t in a practical perspective, Uiough. The investment strategies of the Parties will otten differ with respect to the nature or timing of a 
work program and internal budget thresholds. In practice, those differences will often (but not always) be resolved through negotiation. An Operating 
Procedure, therefore, must include some mechanism for resolution of these differences - an Independent Operations provision. 

The fa<;t that the _strategies of the Parties ml:jy differ is not inconsistent with the l!nde~ying objective of encouraging Joint Operations. The Independent 
Oper/:ltlons prov1i,1on~herefor~. sh9uld not include cqnsequenc!ls for non-pai:{iciP.allon _that a~ chosen $0 that an Independent Operation will not be a 
practical alternative. 1 he Parlles will probably have different business strategies from time to time. Parties must structure an Agreement accordingly 
to neit'1!lr encoµrage nor disco:urage an lnd!lpendent Ope_ration if differences cannot be resolved through negotiation. The attempt to balance the 
recogmtron of nsk and reward Is !tie foundation of this Article. . 

The Articl!l is _designed t9. adgress the ~ast majo~ty of t~ansgction_s. There may b~ situations _in which the nature of the contemplated Operations 
warrants s1gmficant mo91fIcaflons. Part1~s p_ursµ1119 a h1gh-nsk, h1gh-rew('lrd play 1n a /arge .wildcat area rJllght, for example, include some sort of 
forced farmout mechanism for non-part1c1paflon in Exploratory Weirs meeting cerfam cntena in at least the mifiaJ stages of their eXPloration program 
(See the miscellaneous annotations in the Addendum at the end of the document for additional insights on this issue.) · 

Clause 10.01: i) An Independent Operation is one that is proposed as such under this Article. It may ultimately be conducted for the Joint Account. 

ii) A PartY that elects not to particiP.ate in an Equipping (10.08F) or a Production Facility (10.13B) is only a Non-Participating Party if a cost recovery 
applies to it. This does not occur If it elects to take its production in kind or, under Suoclause 10.13B only, it elects to paylhe usage fee. 

iii) A.n. Operation Notice shpuld includ~ all non-P.r0P.rieta{V informati_on that would reas_onaply be exP,ected to be material to a Party's decision to 
partIcIpale. II does not reqwre a Proposing Party to share its economic analysis or technical mferpretat1on of the prospect. The proposed location of a 
wen must be specified in reasonable detail. (See the definition of AFE and the related annotations.) 

iv) See the definition of Development Well and the related annotations to understand !he evolution of this definition over time. 

v) The Proposing Party is required to state any expected application of the Clause 10.10 title preserving processes in the Operation Notice, including 
a description of the Joint Lands (areal, stratigraphic) to which it expects that Clause 10.10 would apP.IY. Some Operation Notices issued under older 
versions of the document sim_ply referred to a well as a Development Well or a_ n Exploratory Well when the a1?Phcable nenalty was actually found in 
Clause 10.10. That practice 1s misleading. The importance of specifying the Joint Lands expected to be included int e Clause 10.10 forfeiture is 
particularly important if there may be anotner basis to extend at least some of the Jomt Lands sub1ect to the applicable Ti le Documents. There will be 
other circumsfances in which failure to specify the applicable Joint Lands should not compromiselhe effectiveness of the Operation Notice (i.e., clear 
!hat the well is the only basis by which the applicable Joint Lands may be extended). 

The expected application of Clause 10.10 identified in the O1'.)eration Notice and the actual application of the Clause may be different, as !he 
Operatron Notice cannot give greater rights to the Participating Parties than those provided under that Clause. Subclause 10. f0G includes a dispute 
resolution process if there is a cfispute aoout the potential appfication of that Clause. As noted in the otations on that Clause, the issue is ultimately 
a question of fact in each particular case. At the end of the day, what work entitled the applicable r" e Joirit Lands to be retained? Insofar as 
there is a dispute about !tie potential application of the Clause, there is nothing in the document t a ParJY to defer its election or otherwise 
claim that the Operation Notice is invaltd. Any such process step would encourage passive Parties to object to eacli Operation Notice to which Clause 
10.10 is purported to apply. It i~ however, tieneficIal to identify any objections 1n a timely manner, as fhis facilitates a negotiated resolution in due 
course and timely exploration 01 such possible alternatives as an advance ruling submission under the Regulations. 

vi) Clauses 10.05 and 10.06 include additional information requirements if the well is only in part a Development Well or it will be (or has been) used 
for other than !he Joint Lands. · 

vii) There will be situations in which the information provided with the Operation Notice is so deficient that it does not meet the documeDt 
requirements. The document could include a prescriptive checklist aP.proach, where the absence of any of the stated components would necessanly 
invalidate the notice without regard to materiality. Another apP.roach is lo avoid defining the point al which an Operation Notice becomes ineffective 
because of either the lack of certain information or, as is more likely the case, the inclusion of insufficient information, particularly the accuracY. of the 
AFE information. The second approach has histoncally been used, as this assessment is ultimately based on the circumstances and the belief of the 
various authors that the first approach would often see notices rejected on a technicality. 

The Parties should be clear about their expectations for rectification if a particular Operation Notice is so deficient that ii is ineffective. The best 
approach is often lo reissue it, as this provides the greatest certainty. Provision of the missing information may sometimes be preferable. 

A joint CAPL-CAPLA Committee prepared precedent materials on Operation Notices in 2006, and they are available on the CAPL and CAPLA 
websites. The materials were prepared as a reference package, to assist users to improve their understanding of the requirements in the various 
versions of the document and to optimize their internal precedents. The package includes: {a) an annotated precedent Operation Notice· (b) a 
l)recedent without the annotations; and (c) specific examples for: (1) a new well; (2} a Completion; (3) an E~uipping; (4) a Sidetracking; and (5) a 
Production F acilitv. There is no reguirement to use these materials, given user preferences for their own formats and the need to customize an 
Operation Notice fa the particular situation. 

viii) A Party subject to a cost recove(Y due to non_..participation in a well generally does not have the status of being a Receiving Party for the 
Completion or Equipping of that well. An Operation Notice tor any such Operation would be served only to the Particjpatmg Parties in that well, as the 
existing Non-Participating Party generally has no right to participate in tliat Operation. (See also Subclause 10.08B.) 

There are four qualifications to that general outcome. The first is that a Party that pa · ated in onfylhe Develo_pmen!Wellportion of a divided status 
well for which it then received reimbursement under ParagraP.h 10.05C{b) will have t t under Subclause 10.07B to participate in a Recom~etion 
in the reimbursed interval if the Exploratory Well portion of the well 1s Abandone r to the cost recovery. The second is that a Pa that 
participated in drilling and setting production casin_g may p ipate in a Recompletion under Subclause 10.08B after an unsuccessful Com pie 10n in 
which It did not partic1_pate. The third is that a Non-Parlic1 Party will have the opportunity to re-elect with respect to a Deepening or Sidetracking 
under Subclause 10.08C, to reflectthe change m scope r e to what was originally proposed. The fourth is that a Non-Particrpa!ing Party may have 
re-election rights at law or equity in certain circumstances in which the scope of the presented Operation differed materially from tlie Operation that 
was actually conducted. (See !lie annotations on the definition of AFE in Clause 1.01 and the first annotation on Subclause 10.07A.) 

Subclause 10.02A: i) A Party may issue an Operation Notice without prior advice to its co-venturers. This largely reflects the logistics of attempting to 
manage numerous properties and agreements, as well as scheduling and resource logistics. (Previous versions of the document included a sentence 
that tlie Parties would normally consult about decisions for the exploration, development and operation of the Joint Lands. It was deleted from this 
document because it was typically given little or no weight by Patties.) 

However, a Proposing Party will often first alert them to its intention to issue the notice, particularly if there is an active delineation or develQPment 
drilling program. This practice has several benefits. It encourages an exchange of ideas, something that would likely be attractive unless a Party is 
pursuing its individual agenda for a regional play. It enables the Proposing Party to gauge the degree of support for !he Operation prior to issuing its 
notice and the allocation of its resources to the Operation. It also provides the other Parties witn additional lime to obtam funding or a farmee. 

ii) Clause 3.01 (financial authorities) and Clause 7.01 (pre-Commencement approvals) do no! force a response to an AFE within any specific time. It 
is the better practice for an Operator lo issue an Operation Notice if: (al time is of the essence, to ensure that there is a consequence associated with 
the response; or (b) there is a concern that a Parry may reject the AfE and issue its own Operation Notice in order to operate the Operation. 

iii) A Pa!1Y receiving an Operation Notice has a legitimate expectation that it is presented with an investment opportunity from which it can receive a 
financial return. Sfiould a Proposing Partv be aole to serve an OP.eration Notice for an additional well on a section on the assumption that an 
application for a holding or other modification to a Spacing Unit or drilling density will be approved under the Regulations in due course? 
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After considering various a)ternatives, the conclusion w11s that the normal notice and response period fincluding any application of Subclause 10.02F} 
applies If an Operation Notice !S serv.ed for a well for w~1ch regulatory approl(al of that tvpe of appli91llon is requirea, proyided that th_e application has 
been made under the ~egula\Ions and tic.ls not be~n reJected thereunqer. This reflects the assumption that these applicatIons are typically approved in 
due course (perhaps w11fi a different dnll1ng density) and that Operations should not be frustrated during the penod prior to receipt of !he approval. 

i\ rejecti_on of the application by regulatory authorities terminates the Operation Notice and the elections thereunder. Although objections to the 
application do not have the same etfecththe Participating Parties should proceed cautiously if there are objections to the application as objections 
may increase significantly the risk that t e application may ultimately be rejected. ' 

Subclause 10.028: i) II is the better P.ractice to send a copy of the election to the Proposing Party and the other Receiving Parties A Receiving 
Party's _election is effectiye if made only to the Proposinq Partv, to avoid any potential guestion about the validity of a response served only to the 
Propostng Party. Providing the response to all Parties anows tliem to understand the lil<efy cost allocation earlier in the process and simplifies the 
potential ap()lication of Sub_cl_ause 1 ~.020. The l!Jst paragraph of Subclause. B in !_his qocument ini;ludes a requirelllent to provide a copy of the 
response to the other ReceIv111g Parties, whlle bemg clear that the response ts not mvalldated for fat lure to comply with this requirement. 

ii) The general reply period to an Operation Notice is within 30 days after its receipt, but there are three exceptions to that timing. 

Firstly, lh.e resJ)onse period_ is redu_ced to ·15 days if the Operation Noti~e_pertain_s to a well and certain P&NG rights have been offered for sale by the 
Crown withm 60 days after its ~ece1pt. Those sale nghts must: (al be w1th111 ·1.6 kilometres of the proposed well· and (b) include at least one formation 
that corresponds to the formations to be eyaluated by that well. The 60 day period is well aligned wifh the periocl between publication of a sale notice 
and the sale date (e.g., currently 56 days m Alberta}. The reference to formations to be evaluated by that well is new to !his document, and reflects 
the fact th~I a Cardi um test on section 1 would have no relevance to a section 2 P.arcel of P&NG rights only below the top of the Wabamun. It is also 
clear in this document that there has to be a reasonable expectation that some of the rights included in the sale parcel would be evaluated priorto the 
sale. It would be very difficult for a Par!Y to argue that it meets this requirement if ii has not aP.plied for its well licence until a week before tlie sale or ii 
was intending to Spud a well to evaluate a deep rights only parcel two days before !he sale. While the existence of an area of mutual interest is not a 
pre-requisitelo use of the special mechanism, there would be a practical motivation to consider a joint btd in many circumstances. 

Secondly, the resQonse period will only be 48 hours if the proposed Operation is a Clause 10.08 Deepening_, Sidetracking, re-entry and Completion 
Recompletion or Reworking and the rig to pe used for ii is then at the well location for the conduct of other Operations. This is because the standby 
costs are such that time is oflne essence tf a Party wants to propose such an Operation while the rig is on location. The condition that the rig is on 
location for a prior Operation has been included in this document because of some abuse in the previous version. Parties sometimes provided no 
prior notice of their intention to move a rig to the location to create a surprise 48 hour election, in the hope of maximizing their interest in the well. 

Thirdly, the response period will be 7 Business Days if the proposed Operation is under Subclause 10.06C {a well being br ht into the Ag_reement 
after oeing used for another purpose) when the ng to be used is then on location for prior work on the well, as uncfer P aph (b). Hom the 
perspective of !he Proposing Party this may seem to be too long when a rig is on site. ft is important to recall, though, that th ceiving Parties may 
have had no prior knowledge thatlhere was any vision of inworting this well into the Agreement. This timing 1s designed to rein orce to the Proposing 
Partv the benefits of prior aialogue with the other Parties. This would alert them thafthe well is being dnlled ancfthe contingency that Subclause 
10.0oC might come into play if fhe well is unsuccessful in the 100% rights and there is apparent prospectivity in a formation of the Joint Lands. 

iii) Suppose that the Proposing Party Spuds a well before expiry of the 30 day election period and decided to Deepen it before expiry of that period. 
Shoufd it have the unilateral aoility to require a Receiving Party to elect before expiry ofthe original election period?' Paragraph (bl has been modified 
so that 1t is clear that the Proposmg Party cannot require an election on the Deepening prior to the election under the angina election period. A 
Proposing Par,ty must_proceed carefully if its Operation will be complete before expiry ofthe second election period. It would find itself in a very 
awl<ward position if a Receiving Party elected to participate in both components wlien it had already Abandoned the wellbore. 

Subclause 10.02C: i) Assume that the Working Interests are A'lo/o 624%, C25% and D50%. B issues an OP.eration Notice for a well, and A is 
willing to participate for a 2% interest. Under the traditional P.rovision (i.e., Clause 1015 of the 1981 document), A was required lo participate to the 
exten1 of its Working Interest (1%) or for its proQ_ortionate share (4% if C and D elect not to participate). The corresponding provision in the 1990 
document introducea much greater flexibility. A Party may elect lo participate for its Working_lnterest, its proportionate share of all available interest or 
its proportionate share of air available interest with a limit on the maximum percentage of Participating Interest. 

1i) Failure to limit the Participating Interest in the Operation Notice or the response is deemed to be an election to assume a proportionate share of all 
available interests. While the form of the election mechanism differs, the outcome is the same as in the 1990 document. 

iii) A Party does not have the right to participate for less than its Working Interest, so it would need to negotiate that outcome if it wanted lo do this. 

Subclause 10.02D: i) If even one Party elects to assume its proportionate share of all available interest under Paragraph Clb), the interests will be 
fully subscribed. If there is an unassumed percentage of participation after the P.rocess in Subclause C, the Participating Parties will need to allocate 
the unassumed interest within a prescribed time or the notice will be deemed to be withdrawn. 

ii} Assume that the interests are fully subscribed. What are the respective legal rights ofthe Parties if the Proposing Partv unilaterally determines that 
it no longer wishes lo conduct the Operation? A Proposing Parw should proceed cautiously if it is unsure if it will actualfy drill the well, particularly if 
there is a pending expiry or a competitive drainage situation. This is a particularly interesting question IT the Proposing Party had no genuine intention 
of drilling the wen anti could benefit from not proceeding with the well (e.g., competitive drainage situation). 

Subclause 10.02E: The f:'ropoJ;ing Party is to notify the other Parties of the cost. allocation _IT fewer than all Parti~s elect ~o participate. Tl)is provitjes 
clarity about the manner m which costs are borne and the reward shared. This 1nformalion 1s often unclear m land files and m land 111formatIon 
systems, and creates confusion in divestitures. An AFE updating the interests might also be issued, but it is only for informational purposes. 

Subclause 10.02F: i} A Proposing Party may propose an unlimited number of OP.eration Notices at any time. Protections have been inducted for the 
Receiving Parties, subject to optional Subclause 10.02G, which has been included lo facilitate the conduct of shallow infill programs. ✓ 

An Operation Notice may not be for multiple wells, so the Parties are not required to commit to a regional strategy or an all or nothing package. 

ii) The commencement of !he resJ)Qnse neriod for an Operation Notice can be deferred if there isl'.ert;n other well activiMbeing conducted on the 
Joint Lands al a location within 3.2km of the location of the P.roposed lnde endent Operation. {Thedista11ee h8S 3.zkn~-ift-1fie '1990 document and 3 A;. (, 
miles {4.8km) in the 1981 document.) Paragraphs (a) and tb) outline the pes of well activity that result in a deemed deferral of receipt. ~ 1 ° ~ i , 

Paragraph (a) is new in this document. It allows for the deferral if another well has been approved to be drilled or Completed for the Joint Account ~~, 
under either an AFE or another Operation Notice. This recognizes that the participation decision for another well is likely to be influenced b_y the 
results from the Joint Operation. ft also ensures that the impact on the election is the same if the Joint Operation were approved through an AFE or in 
response to an Operation Notice. While the Operation would usually pertain to a different well, it coulo also pertain to the same wellbore. 

Pa~agraph (b) allows for the deferral with resoo.ctto activities under a previous Operation Notice issued by that Proposing Party for its Affilate). if the 
act1v1ry nas not then been approved for the Jolnt Account. 

If ParagraP.h la) or (bl apply, the Receiving Parties are generally deemed not to have received the Operation Notice until the pre-existing AFE or 
Operation Notice: (a} has expired; (b) has 5een withdrawn; or (c) is no longer in effect because the Operation was conducted. If the latter, it may also 
delay its res1>onse until receipt of any well information uncler Clause 10.19, basically well information from all wells on the Joint Lands insofar as 
Subclause 10.08C or Clause 10.10 do not apP.IY. The requirement to release information ensures that the Non-Participating Parties are not effectively 
penalized in the evaluation of other opportunities on the Joint Lands. 

Clause 10.08 includes some restrictions on issuance of an Operation Notice that are addressed in the annotations on that Clause. This document is 
clear that a Participating Pa(fy in the well is not deemed to have received an Operation Notice for an Eguipping until it has access lo the Completion 
information from the well. W nile there may be good reasons to initiate some work on the tie-in sooner {r.e., wilcllife or access considerations), 1t is not 
appropriate to enable an Operator to trigger responses before Completion infom1ation is understood. Consultation is preferred for those cases. 
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iii) A R!;lceiving_ Party'_s rig_ht to delay its response to i:Jddition.al OP,eration Notices under Paragrmih (b} has limited application if a different Party is 
otherwise the Proposing PaftY for !lie second OP,erallon Notice. sugpose for example that A Band Care the owners of a 3 section block ano A 
and B eac!J issue an Operation Notice for a well. Subject to Clause 1 .19, the notices are processed independently as each Party as an owner has 
an equal nght to propose its own independent drilling program. This is not intended to encourage Parties to agree on a common path and' use 
different Proposing Parties only to alter the rights of tfle passive Party. 

iv) This version of the document is clearer about the interrelationship between this Clause Clause 10.10 and Para.9raph 5.05B(b) A Receiving Party 
cannot defer its election for a well to which Clause 10.10 or the withholding of information under Paragraph 5.0oB{b) applies. · 

Subclause 10.02G: i)The restrictions in Subclause 10.02F are sometimes overly restrictive. Large sequential infill drillin_g programs are common for 
low risk shallow gas/tiQht gas and heavy ojl project~ if the vari~tipn in results between wells is expected tb be minqr. The Operators of those programs 
usually prefer to trea~those wells as a smgle pr91ect to opllm1ze proJ~ct efficiency, the construction of asspc1ated proJect infrastructure and the 
program cost. They will often be reluctant to sacnfice the program wa1tIng for elections on a well by well basis from a Receiving Party. 

This optional Subclause sub;;tantially a9dresses the issues relating to shallow programsband may 9ften en1;1ble_an Operator to obtain agreementto 
handle a program under a ~ingle 11,.f':E In practice. The Parties _should elect that tr11s SLJ clause _will apply 1f this tvpe of program is expected. (An 
amendment should be considered 1f 1t was not selected and the issue_ ans es after execution.) While ReceivinQ Parties may stm elect on a well bY. well 
basis (rather than on an entire program), they cannot defer their elections until they see results from other weirs in the program. Although a Receiving 
Party may elect not to participate 1n a particular well, this is likely to be the exception because of the nature of shallow mfill programs. 

ii) Some Parties might modify the document to limit the number of wells or the estimated costs that could be proposed in a program. 

iii) A subsurface reference is used because targets in operating areas for which this option will be selected will typically be above sea level. 

iv) A varia_tion would be the inclusion of a customized provision to address a deep Development Well drilling program, particularly where the wells are 
being drilled from a common drilliJpad. Any such provision could address suctt items as: (/:l) the permissible number of wells ma program and the 
idenilfica_ tioh of their sequencing; ) the individual rights of election for each well; (c) the ability to defer the response (for atleast the Participating 
Parties in the immediately prece mg well) until a short time after r · f the arilfing and logging information from the preceding well: and (a) 
expectations for the manner in whicn surface costs and associated liabil would be shared between wells using a common surface location. The 
Parties would also need to consider the rights, if any

1 
of a Non-Participat Party in the preceding well to have the oenefit ofweU information from that 

well when making its election on a subsequent weh in the previously i tified "program". Further customization may be required to address the 
interrelationship between that provision and Article 8.00 for Horizontal Wells. The level of project specific customization was such that it was not 
feasible to include this type of provision in the document. 

Clause 10.03: i) The interpretation of "Commenced" was unclear in prior versions of the document
1 

so it has been defined. For new wells, it is the 
Spud date. (See also the aefinition of Commenced and the related annotations and annotation (iv I below.) 

ii) This document includes a proviso that a Proposing Party must issue an Operation Notice before Commencing an Independent Operation. (This 
can be prior to the start of the response P.eriod if there is a deemed delayed receipt under Subclause 10.02F.) As a Proposing Pa[!Y might do this 
inadvertently in situations in which there is no actual harm to the Receiving Parties., the Clause 10.02 response process stiU-apP.lies to any such 
Operation Notice for a Commenced Operation. However, the Receiving Parnes woulu retain any legal remedies they may have for failure to serve that 
Operation Notice prior to Commencement of the Operation. That proviso is designed P.rimarilv_to ,protect Receiving Parties against POtential abuse if a 
Partv tries to obtain exclusive well data to position Ilse If for a Crown sale or a farmm. A Partftac1ng this issue would often altempt to seek injunctive 
relief if it believed that its interests were being prejudiced. In the absence of harm, it is unlikely that a Party that innocently Commences an Operation 
early would face problems under this Clause 111 practice. 

A Partv that perceives that it has suffered damages because offailure lo serve an Operation Notice before Commencement of the Operation should 
promplly notify the Proposing Party and the other Parties about the nature of its concern. Failure to provide that notice promptly could adversely 
impact its abinfy to pursue a claim because of the legal doctrines of "estoppal in P.ais" and "!aches" (basically potential limitations on the abilij:y to 
assert rights wfien others have relied on your conduct to their detriment) and the duty on an injured party to mitigate its loss. It was not feasible to 
include a soecific. time limitation on the ability to serve such a notice because of the possibilitv that the damage may not initially be apparent (ie .. 
Proposing Party used information from the well to acquire a freehold lease under the name of a third party agent). · 

iii) Operations are often Commenced before expiry of the response period if there is: (a) an early receipt of elections; (b) a low-risk infill drilling 
program if Subclause 10.02G does not apply; {CJ immediate access to a rig; or (d) a long duration well in an area with a short operating window. 

The Operator of a well that is not expected to encounter the primary or secondary targets within the response · may prefer to Commence it 
earlier. This will particularly be the case if: (a) it is preP.ared to assume all available Participating Interests in the b) risks for the initial portion of 
the well are low~and (c) operational IQQistics are tight (e.g., seasonal access, pending Crown sale, availability of le eQuipmenn. Conversely, a 
prudent Proposing Party would not c.;-ommence a well pnor to exP.1ry of the response penod if the information was highly variable, the well was 
expected to be of short auration and the Receiving Parties could alter their risk tiy scouting the well. 

iv) Subiectto Force Mal·eure the Proposing Pa[!y is to Commence the Operation within 120 day_s after issuance of the Operation Notice (90 days in 
the 1990 document), wi h a 3b d,w increase for Production Facilities and greater flexibility for fJn Operation committed to under the B.C. Regulations in 
order to obtain an extension to a Title Document. (For context the Parties are nol required to commit" to any work to obtain a tempgra[Y Section ·J 6 or 
17 continuation in Alberta.} It should be cautious m unilaterally choosing not to Commence the Operation within that period~particularly where it is 
advantageous not to see ii conducted (e.g .. competitive drainage situation). As noted in the annotations on the definitmn of Commenced in Clause 
1.01, the Parties should consider customizing this provision to increase this period if it is not appropriate for their project area. 

v) Production Facilities have a longer period because of the logistics of obtaining approvals and the design and construction process. 

Clause 10.04: Prior to !he 1990 document, the Operator would conduct the Operation if it elected to P.articipate. This was modified in the 1990 
document, so that it was similar to Alternate A(a), tiy having the Proposing Party at least initially conduct the Operation. 

Alternate 10.04A(a}: i) This Alternate recognizes that: (a) the Operator may have planned to allocate its personnel to other projects; (b) it may not be 
able to operate uncler the proP.osed timing and cost qmstraints; and fcl Non-Operators tY,pically have the exoertise to conduct most Operations. The 
Non-Operators may not want the Operator to conduct the Operation 1f they are confident that the Proposing Party can conduct it properly for the cost 
in the AFE or they cloubt that the Operator could conduct it on a similar schedule for a similar cost. 

ii} To ensure a Proposing Partv is accountable, it will conduct the Operation unless: (a) it is in default under Clause 5.05 (ultimately a guestion offact
mere issuance of a default notice is not necessarily determinative); or (b) it would be disqualified from operating by Subclause 2.02A. The Parties 
always have the option to agree to a different outcome at the time. 

iii) An Operator that is not eligible to receive a well licence transfer in due course is subject to immediate replacement under Paragraph 2.02A(f). 

iv) Notwithstanding_ the general provision, the Operator would probably conduct certain Operations. If there were safety or other technical concerns 
about a particularProP.osing Party's exP.ertise {e.g., critical sour gas well), the other Parties might attempt to negotiate an alternative arrangement. 
(They may choose to do so 1n their initial negotiations for foolhillslype agreements in any evenD If the rig is on location, lhe Operation is the setting 
of casing or a Deepening or Sidetracking and the Operator is not prepared to particiP.afe, the Operator would probably conduct it under a contracl 
9perating arrangement because of the aesire for technical continuity and the difficulty in transferring supply contracts and regulatory approvals. 
However, this mechanism is not included in the document because of the need for Parties to address it on a custom basis at tfle time. 

Alteniate 10.04A(b): i) This Alternate is similar in many ways to the Clause that had been included in the 198·1 document, but has additional flexibility 
if the operator does not elect to conduct the Operation m its election to participate. There were two ma ·or reasons for inc,uding this Alternate. Firstly, 
some users had amended the 1990 documenfto use the provision from the 1981 document. Seco the 0Rerator's particular technical expertise 
may be of such benefit that the Parties want the Operator to conduct each Operation in which it p ates. This may particularly be the case, for 
example, in the foothills, in certain critical sour gas or tight gas areas or in other projects requiring hi ly specialized technical expertise. 
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There \s a crit_ical difference, though. An Operator that elects to conduct an Operation is required to do so in substantial compliance with the 
Operation Notice (e.g., schedule, scope of Operation, any specified technical program, etc.). It may not impose its own vision for the Operation. 

ii) An Operator consid_ering the.exercise of its rights under this Clause must also assess its ability to obtain contracts forreQuired goods and services. 
The Proposing Party 1s not obligated to transfer any contracts for goods and services that do not pertain exclusively to ttie Operation. 

iii) An Qperator that exercis~ it~ takeover. right and therJ fails to pro~eed with th~ Operation may not exercise its takeover right again for that 
Operation (or a substantially similar Operation) proposed 111 an Operation Notice wIth1n 365 days after the onginal Operation Notice. 

Subclaus~ 10.048: Subject to Alternate 10.04A(b), an Operator that is a Participating Party (but not the Proposing Party) has the option to succeed 
the ProP.osmg Party as Operator at completion ofltie Operation (e.g.

1 
after conclusion of any program proposed at casing Point under Article 9.00) or 

that p~iiic.ular p!)ase therep( 13s the Propol,ing Party and the Operator may agree. !If an Independent Well is being _Apandoned by the Proposmg 
Party, 1! will r~tain responsIb1hly for the entire Abandonment proces~ unless otherwise agreed with the Operator.) While the Operator will typically 
exercise its nght to take over ttie Operation in due course because 01 the potential synergies with other Operations, this will not always be the case. 

Subclause 10.04C: A Proposing Party other than the Operator could be the Operator of that Operation through Clause 10.04 the definition of 
Omirator and Clause 10.16. Jhe extension of these rights and respo_nsi.bilities to a Proposing Party other than the Operator is limited to the particular 
activity ana does not otherwise alter the Operator's overall responsIbIlll1es. 

Subclause 10.05A: i) A well may be in part a Development Well and in !)art an Explorator,i Well. In those instances ii is accepted that a Party 
should be able toHmil its participation in tfle drilfing or (new in this document) Completion of ttie well to that portion which is a Development Well. This 
reflects the view that ii w.94ld be _inapproP.riate to 0eny a Par.ly \he ri.ghl to participate in the exploitation/evaluatio[l of a dey~lol)rnent pla,:: because it 
was not prepared to part1c1pate 111 unrelated exploratory actIv1t1es. The mechanism does not allow a Party to hmIt its part1c1patIon in an E~ploratory 
Well to the V formation when the well is intended to evaluate the Z formation because of the practical implications of such an extension. However 
there are circumstances in which the Parties may wish to negotiate this outcome. ' 

ii) Failure to issue an Operation Notice on the prescribed basis would be a clear breach of the Article and enable the Receiving Parties to reject it as 
invalid. The outcome is not clear if they make elections under !he initial Operation Notice and later discover the problem. 

iii) The Operation Notice and the associated AFE are to provide sufficient information about the respective portions of the well to enable an informed 
erection under Subclause 8 about such matters as formations, material differences in downhole locations and cost allocations. 

iv) Note the reference lo specialized equipment or casing. If, for example, special equipment or casing is required because sour gas might be 
encountered in the exploratory portion of the well, those costs would not be relevant to the development portion of the well. 

Subclause 10.05C: i) Disputes about the allocation of costs are included in the list of items that can be resolved by arbitration under Article 21.00. 

ii) A Party is not prevented from drilling a twin well to exploit the "development" formation while the cost recovefY. applies to the "exploratory" Spacing 
Unit. (See Paragraph 10.07A(e), Subclause 10.078 and the related annotations about a Paragraph 10.0SC(o) reimbursement.} 

iii) The reimburse. ment under Paragraph (b) is only made if the well is productive in both portions, but it cannot be produced simultaneously_ It is 
designe(I to position the Development Well participants to drill a twin well to the pr:ospective Development Well formation if they are so inclined. This 
mecnarnsm and the subsequent potential up hole participation rights of the former Development Weir participants are addressed 1n Subclause 10.078. 

iv) The Parties will need to supplement this provision at the time if production will be commingled. They would need to address such matters as 
testing obligations to confim1 that the production allocation continues to be reasonable and the process for making any required adjustments. 

Clause 10.05-0ther: i) Given the complexities potentially associated with this Clause if the participation in the well differs, the affected Parties may 
find it helpful to supplement the Clause with a letter agreement that addresses more specifically the outcomes in their particular situation. 

ii) The traditional provision has not provided any corresPQnding process for a Oevelopment Well lhatis prosoective in two or more formations !hat are 
productive in prior wells within 3.2km of the location. A Receiving Party's choice has been to participate in the entire well or elect not to P.art1cipate, 
such that it can be required to participate in drilling and Completion activities of little inleres to it to maintain its rights for its primary objective. A 
Receiving Party has retained the ability to pro~se a shallower well for its preferred objective, !hough. If faced with this situation, a Receiving Partv 
might try to negotiate the application of the Clause 10.05 dual election process to that well. /ii. prudent Operator that is aware of a potential 
misalignment about the evaluation of multiple formations might also anticipate this request when preparing its Operation Notice and offer an election 
that aflows each Party to achieve its preferred outcome. 

Clause 10.06-General: il This Clause has been included to address the issues associated with use of a well for multiple purposes when P&NG 
ownership varies. One of the major issues associated with the Operating Procedure since the mid 1990s has been the hantlling of a well used for 
multiple pumoses-Operations under the Agreement and other activities. The most common examP.le has been the cost equalization when a Party 
owning a 100% well abandoned in its own deeper rights then proposes to use it for an uphole Completion in the Joint lands. Parties holding such a 
well have typically requested a cost equalization for that use, often based on 100% of lhe costs of a new well to that formation. 

Some have challenged the view that there be any cost equalization for that use, but most have acceP.ted that some cost equalization is warranted. 
They have tvoically questioned a reimbursement based on a 100% cost allocation based on a notional new well lo that formation, though. They have 
argued that this would provide a subsidization of the deep test, with this especially the case as the difference in depth between the uptiole formation 
ana the deeP. objective decreases. The 100% equalization also does not recognize that many of the identified uphole opportunities would, in fact, be 
marginal, salvage type operations that would never have been proposed as !he primary obJective of a new well at the rocation. 

ii) The Parties may wish to consider trying to negotiate a vertical pooling agreement in many circumstances in which this Clause may apply. 

Subclause 10.06A: il A Party can only rely on the consents under this Clause insofar as it is otherwise authorized by the Regulations or other owners 
of the applicable righfs/lhe well to use the well for an additional purpose. 

A Party may not use a Joint Account well for its own puwoses in fom1ations not included in !he Joint lands, unless that other use has been authorizedn 
by the other Parties. This reflects the pIinciple that a Partv should not be able to int Pro for its own ain. This Subclause could see a 
negotiated transfer of an unsuccessful Joint Account well for assumption of the an n en res · aps contingent on the initial 
evaluation of the other formation. However, it could also result in a negotiated cost equalization if its va ue is higli to the Party that wishes to acquire it . ..J_ 

There are two outcomes inherent in this Subclause. The first is that the Party that wishes to use the well for its own purposes would have to negotiate 
this outcomE:t often through a negotiated cost adjustment. The second is that the provision is structured to encourag_e a Party with an attractive deep 
prospect to <1rill it outside this Agreement and acldress secondary objectives in the Joint lands under Subclause C. 

ii) This Subclause, Subclause 10.068 and Sub.12aragraph 10.06C(blli} contemplate permitted drilling for an additional ·15metres. These references 
were included to accommodate a logging tool. This incremental deplh may change over time because of changes to technology or the Regulations. 
Insofar as any such change requires some minor incremental depth, Parties are encouraged to administer ttie ·15m qualification accordingly. 

iii) There may be concerns about the integrity of the wellbore or a prospective formation if the additional activities l)roceed. Any such negotiation 
sliould address cost allocation issues, proauclion priorities, any royalty holiday issues and indemnification and liability. 

Subclause 10.068: i) Although this Subclause is presented before Subclause C, it has been structured so that Subclause Bis unlikely to be used 
often. The consent mechanisms and cost allocation in the Subclause are designed to en(:ourage a Partvwith an attractive deep play to n?Qotiate with 
the other Parties in advance or proceed under Subclause C. Subclause 8 creates negative oulcomes for a Party that misrepresenls a dual use well 
as only a shallow well in the Join! Lands. The consent of the other Participating Parties is also required for other activities in an Independent Well. In 
effect, it is a Joint Account well between them. 

ii) Prior notice of that additional use mus! be provided to the Non-Participating Parties, so that they can protect their rights. This would not necessarily 
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require disclosure of confidential information. If, for example, the Joint Lands comprised rights to the base of the R formation, ii would be sufficient for 
the Participating Parties to notify them that they plan to deepen the well below the R formation. 

iii) Th~ othe~ major restriction in this S4bclause (Paragr§ph (b}} is th~ general prohibitiol") on using_ the well for another pufPose if productivitv is 
e~laqllshed m any formation of the Jomt Lands. Thal paragrap_h y.,I11 be relevant any time that.Paragraph (d) may apply. It is based on fwo 
pnnciplei,Hhat_product1on frqm the Joint Lands has the highest pnonty and th~ need to protect the integnty of ttie well!Jore and the formation. The 
Non-Pa.rt1c1pating Partie~ [)1Ight waive that.outcome, prooably through negollation of an agreement tnat addresses such matters as protections 
respecting prodU<;tion pnon(ies, cost.all 1011 methodologies, any royalty tiolidavJssu~s ana a.clear assumption of responsibility for damaQ~ to the 
wen and i:>rospectIve formations. This tion may be inconvernent for the Part1c1patmg Parties because of the inherent requirement to cllsclose 
some well information before the Non-Pa ipating Parties are entitled to it This would nave to be assessed against the corresponding benefits. 

iv) If the restriction in Paragraph (b) does not apply, the Participating Parties may use the well for another purpose without the Non-Participating 
Parties' consent. There is an immediate financial consequence if they use this discretion, though. Paragraph (c) provides that the Drilling Costs ana 
Completion Costs included in the Paragraph 10.07ACe) cost recovery will be reduced on the same basis as in Subclause c. Any Clause 10.07 cost 
recovery for the Joint Lands would be reduced significantly, where this does not depend on a successful Completion in the other formation. This 
should !Je considered carefully by a Participating Party that Is requested to consent to the use of an Independent Well for another purpose. 

v) Paragraph (d) provides that a cost recovery for an Independent Well is waived entirely if it is placed on production (other than for test purposes} in a 
formation other than the Joint Lands for more than 30 total days unless both portions of the well will tie producei::! simultaneously or the Parties 
otherwise agree. This authority is not as broad as it first appears though, as issues associated with the duar use would need to be addressed as part 
of the consent dialogue required under Paragraph B(b) for addibonal activities in a productive Independent Well. The last portion of the Subclause 
addresses the Operator's general duties about measuring production and a reasonable cost allocation in the dual producer situation, where the 
generic reference is similar to some of the cost allocation provisions in the PASC Accounting Procedure. <This would applv mostly to Operating Costs 
and Equipping Costs, as Drilling Costs are subject to the cost allocation in Subclause C.) Some fixed costs may be allocated equally to the producing 
horizons, for example, while variable costs might be apportioned based on total recovered volumes (including water). 

vi) The indemnification and liability provisions of Clause 10.18 apply, mutatis mutandis. This is subject to the qualification that the Clause does not see 
Extraordinary Damages excluded on the basis prescribed by Clause 4.04. The normal legal rules on damages apply in this particular instance 
because the relationship between the Parties and the owner oithe other interval is treated as a relationship with a third party. (See also Subclause D.) 

vii} It would be prudent for Parties to supplement this provision al the time the provision applies with documentation that addresses their specific 
expectations. This is particularly important if the cost recovery is attained and the well is proi::!ucing from both ownership intervals. What, for example, 
are the rights of one ownership group to conduct further wor'k in the well when the well is still productive in the other interval? 

Subclause 10.06C: i) The most common application of this Subclause would be where the Joint Lands are shallower than a deep objective held 
outside of the Agreement. However, it accommodates the possibility that the Joint Lands may comprise the deeper rights. 

ii) The Proposing Party must identify the multiple use issue to the Receiving Parties in its Operation Notice. The detailed processes in the Subclause 
are designed for1he situation in which the Proposing Party intends to use tfle well exclusively for the evaluation and exploitation of the Joint Lands. 
That information would supplement the information required to be provided in the Operation Notice for such matters as the description, location, 
liming and cost of the proposed Operation. 

A Proposing Party that intends to use the well to produce from both the Joint Lands and other formations (i.e., a dual producer) will need to negotiate 
the basis forth at arrangement with the other Parties, as it is beyond the scope of this Subclause. While tl'ley may choose lo use the provisions of this 
Subclause as a platform for their negotiations, they would protiably also want lo address such additional matters as production priorities, other cost 
allocation issues, any royalty holiday issues and liability and indemnification issues. (See also Subclause F.) 

Some companies have attempted to avoid addressillil this issue by ignoring in their Operation Notice the fact that the well was initially drilled lo 
evaluate formations not included in the Joint Lands. The Clause creafes negative outcomes for a Party that misrepresents its well. 

iii) One might trv to structure the cost allocation in Par~graph lb) to prescribe specific methods to allocate the actual intanaible and tang_ible Drilling 
Costs between the respective portions of the well. The mtangil'.>le costs, for example, might be allocated on the basis of the 11umber of dnlling__ d1;1ys for 
the resP.eclive @rtions of the well (excludinQ days for formation specific testing)_ (See "Allocation of Well Costs Between Zones With LJifferent 
Ownership" by Carlos J. Salazar in the March/April 1991 edition of the AAPL [andmen for an overview of these types of cost allocations.) This 
Subclause uses a more general aP.proach similar to that used in Clause 10.05. While less prescriP.tive than that noted above, the reference to the 
dispute resolution Article should mitigate the risk that this approach would lead to prolonged negotiations. 

iv) Subparagraph (b)(i) re~uires the Proposing Party to provide a reasonably detailed, bona fide estimate of Drilling Costs from surface to ·ism below 
the c;leepesrtarget formiition in the Joint Lands,, with an exception if the Joint Lands are deeper than the oriJJinal target. Drilling Costs servinQ both 
portions of the well are !hen reduced by 50%, 7 ;:,% or 90% uncler Subparagraph {b)(ii), depending on when tile Operation Notice is served rel~live to 
the original drilling rig release of the well. The 75% reduction applies after72 months, and a 90% reduction applies after 180 months. The Parties will 
sometimes negotiate different percentages when they initially prepare the Agreement or at the time the provision applies, having regard to the 
circumstances and the ongoing relationship between the Parnes. 

The problems with use of a 100% cost equalization are clear in an example in which: (a) A drills a $BOOK well that is not successful in its 100% T 
formation; (b} ii then proi:1oses an u_i:1hole completion.in the jointly held S formatiqn 150m ~hallow~r; and (c) the _Drilling Co~ls for a n!:)w well to the S 
formation would be $TOOK. A 100% cost eq_uahzatIon would, In effect, potentially provide A with an evaluation of its pnmary obJecbve of the T 
formation for an incremental $100K of gross Drilling Costs, plus the fom1ation specific testing costs. 

The 50% reduction was recommended in the AAPL article above, and has typically been used in negotiated resolutions of this issue. The linkage of 
the percentage_reduction toJhe rig re!ease reflects the increased risk_s for well intemrityand el")vironmental concerns overtime. A differentthresnold 
might be negotiated at the tune, pa1iIcularly If more than one formation of the Joint lands will be tested. 

v) The Subparagraph (b)(ii) adjustment only a_pplies lo costs serving both portions of the well. Suppose that it was originally drilled lo evaluate the 
shallow ·100% D formation and the Propqsing Party 110.w wants to Deepen it to the jointly held J formatiqn. The adjustmentwquld only be forth? co.sis 
from surface to lust below the D fonnalion. The Dnlling Costs between that depth and the J formation would n_ot be subtect to the eauahzat1on 
process, as the Drilling Costs are an integral part of the proposed Deepening Operation to evaluate the J formation. (See Subparagraph (b){iv).) 

vi) Parag_raph (c) _enaples the Recei:ving Pa~ie~ to defer their election l)nlil rec!:)ipt of !['le drilling information for the_ iriterval to whic!) the cost 
equalizalIon pertains 1n!:lofar as that mformatton_1s not alre~dy in t['le pub!Ic dom1,3in. This Is a m~Jor qen~fit to th$ R~ce1v1ng Parties, as It can alter 
their assessment of tne nsk of the Operation sIgmficanlly. II Is also 1nconsIstent with the manner m which mformatIon Is handled under Clause 10.08. 

Access to the information was included to mitigate the risk that the Proposing Party's primary motivation for an Operation in the Joint Lands is a cash 
reimbursement to offset some of the costs associated with the unsuccessful evaruafion of the primary objective. 

A Parjydrilling a well to which this Subclause may apply needs to be aware of the obligation to provide this information if there are otherowners in the 
well tliat are not Parties. The entire arrangement is ultimately a negotiation outsiae the scope of the Agreement if it cannot comply with the 
requirements in the Clause or it is unwilling to comply with them. 

vii) The Receiving Parties are deemed to agree to the r;1roposed Subparagraph (b){i) calculation, unless a Part\/. objects, by notice. A PartY.must 
typically seIve any such objection within 10 Business Days after receipt of the Operation Notice (5 Business Days if a Paragraph 10.02B(c} 7 
Business Day election BP.plies because a rig is then on location for prior work). Any such notice must include in reasonable detail the basis for the 
objection and a prop9sea alternative. The allocation under Subparagraph (b)(i) (but not the (b}(ii) percentage reduction) can be referred to Article 
21.00 for resoluuon tr the Parties are unable to agree. 

viii) The 7 Business Day response under Paragraph 10.02B(cl may seem long when the rig is already on location. This is designed to reinforce to the 
Proposing Party the potential benefit of alerting the other Parties to a potential Subclause 10.06C Operation when the well is being drilled. 
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ix) Most of the wells lo which !his Subclause applies will be new wells, where !he well is unsuccessful in the deeper rights. The Subclause might also 
apply to an existing well with an existing wellhead and surface installations. Paragraph (d) addresses that ~uipment.lt basically sees the net salv~e 
value of that e~uipment used as the equalization value, as calculated under the Accounting Procedure. This amount would be included as Operating 
Casis under Paragraph 10.07A(b) if a Clause 10.07 cost recovery applied to the well after receipt of the elections from the Receiving Parties. 

Subclause 10.06D: i) A Par\Y makes minimal reRresentalions about a well it proposes to use for the Joint Lands under Subclause C. Paragraphs (a) 
and (b) are an abbreviated form of the tvpical "ComP.liance with Agreem~nts• and "Lawsuits and Clairns• type reoresentations used r sale 
ag_reements. ParagraDhS (c) and (d) are rargely basecl on tne Transferor's Condition of Wells" and "Environmental Matters" represe in the 
CAPL Pro_perty Transfer Procedure. The latrer basically provides that there is no outstanding notice issued under the Regulations pert ing to HSE, 
where a Prog_osing Party could not make this representation if there were outstanding work required to satisfy a airective issued under the 
R~gull}nons. Parties assessing participation might consider reviewing the well file and possibly visit the wellsite to assess the well's condition and its 
su1fab1hty for use. 

ii} A Party that determines that the representations are inaccurate would probably try to obtain injunctive relief through the Courts if the concern was 
significant and it was apparent that discussions with the Proposing Party were not going to allow the issue to be resolved. 

iii) Parties will often prefer to supplement this Clause with their own conveyance agreement. This would address the Pro~siQ!l PaCTy's 
representations or the expectations for conveyance documentation in more detail, as well as address such other items as any applicable GST. Ttiey 
remain free to supplement these provisions in their Agreements or on a customized basis at the time in the context of their situation. 

Subclause 10.06E The ownership interests in the well and the ultimate responsibility for Abandonment should be negotiated if the well will be 
produced concurrently from both portions of the well. Otherwise, the ownershig_ of the well and the Abandonment obligations will generally be shared 
by the Participating Parties. This general rule is subject to two qualifications. The firstis that the Proposing Party was to assume responsibility for 
Abandoning that portion of the wenbore that is of no relevance to the P.roposed Operation (i.e .. rights below the upllole formation of the Joint Lanos in 
which the well is being Completed). The second is for the situation in which the wellbore is'to be Abandoned within 6 months after expiry of the 
response period to the Operation Notice. Abandonment costs in that case would be allocated to the respective portions of the well, with additional 
costs resulting from !he Operation in the Joint Lands borne by the Participating Parties. This outcome is similar to the approach in Clause 9.04. 

Subclause 10.06F: i) Parties will often have the opportunity to acquire another well to be used to exploit formations included in the Joint Lands. The 
fou11d~tion of this Suflc!a.u_se is that a Party that a_cquires such a well from one or m_ore thir9 partie_s on a bona f!cfe basis will ~!low.the other J=larties to 
partIc1P.ate in that acqu1s1t1on on an "at cost" basis as part of the_proposed Op n. This regmres the acqumng Parfy lo 1d the basis for the 
acquisition in its Operation Notice for that Operation and for any Party Q.articipa n that acquisition to assume its Part1cipati rest share of the 
corresponding riglits and obligations associated with that acquisition. The Sub se is structured on the premise that a Party. itiate the process 
in an Operation Notice. However, the preferred approach would be to discuss any such acquisition in its early stages, so that the Parties could 
collectively determine the best way to conduct the1r environmental and technical due diligence for the well. 

ii) A Receiving Party mav also acquire a Workino Interest in the well indirectly throuoh !he cost recovery process. The consideration_vaid for the well 
(as calculated on a 100% ownersliiP.) will be induded as Drilling Costs of an Independent Well for the P.Urpose ofthe Subclause 10.07 A cost recovery 
If there is at least one Non-Participatmg Party respecting the associated Operation Notice. In practice, though, many of these wells would be acquireo 
for just $1 and the assumption of the Abandonment responsibility. 

iii) An allocation mechanism like that in the Clause 24.01 ROFR process applies if the well is acquired in a large deal or on a non-cash basis. 

Subclause 10.07A: i) Note the reference to the Independent Well and the cost recovery applicable lo it. Suppose that the drilling program was not 
conducted in accordance with the Operation Notice. Would the cost recovery apply? 

An Operation may differ from that described in an Operation Notice in cost, timingJ location and depth, and the differences may be material or of little 
consequence. The answer, then, would depend on !he tvpe and degree of the ueviation. Immaterial differences in timing or costs are unlikely to 
affect a cost recovery because they deP.end on external factors. Similarly, a material difference in costs would probabl','. not have any_ effect if the 
original cost estimate had been reasonable and the Participating Parties tiad no reason to revise_ ii prior to Commencement. If, however, they have (or 
should have) knowledge of developments that would materially alter the costs or timing, the validity of the Operation Notice might be Jeopardized if 
those changes might nave influenced the Non-Participating Parties to participate_i particularly if they were higllly reliant on the Operatoi's specializea 
expertise. Similar considerations apply to such technical factors as location anu depth. 

If the Operation is in essence, a different Operation from that proposed, there may be a legal duly on the Participating Parties to advise ~he 
Non-PaiiiciQating Parties of the change promptly and to allow them to re-elect to participate even if it has already Commenced. This reflects the view 
that the Parties should be in the same position tney would have been in if the revised Operation were proposed initially. This also has implications for 
the obligations to the other Participating Parties0 particularly if a cost recove!Y._were not effective. (This is also relevant lo Joint Operations. See the 
Passburg and Prairie Pacific cases referenced 1n the annotations on the Art. definition.} 

ii S ose a well has been proposed as a well to •test the Y formation" and well information indicates that it is actually only prospective in the 
r R formation, where ttie Joint Lands include all rights. Would a Non-Participating Partv have /he right to request the opportunity to 
le in the R Completion because the Operation is different from the "Y test"? Is the answer different i the well had been_proposed to evaluate 

he" forn1ation and all other formations of the Joint Lands indicated to be prospective during the Operation"? Subject to the Clause 10.05 divided 
status scenariorthe latter phrase is arguably inherent in any drilling activity for the Joint Lancfs, as wells freqµently provide unexpected information. 
The essence 01 a drilling Operation fo the Y formation is that it will drill through other shallower formations ttiat may be held jointly. While a 
parenthetical reference flas been included in Subclause A of this document, the previous versions are consistent with the outcome that the 

- 33 -



Participating Parties may use the original well bore to exploit other penetrated formations of the Joint Lands. 

The suggestion that a Non-Participating Party have the opportunity to participate in an uphole Completion without conseQuence is inconsistent with 
the risk-reward principle. It would be making an election on the basis of risk that has been adjusted by the Participating Parties' Operation. In addition 
'.lrevious versions of tne docume ould have included an equalization for the relevant Drilling Costs if this had been the intention. Subclause 10.0813 
Jf this document includes one ation for the situation in which a PartY that participated in the drillin.9 and setting ofproducfion casing then elects 
not lo participate in the Com pl 10n program. It has the right to participate in any subsequent Recompletion in another formation. 

iii) A critical element of the mechanism that is not always apparent to users is that the cost recovery only affects the allocation of production from that 
well. It is helpful to think of it as a non-recourse financing arrangement whereQY the Non-Participating PartY foregoes its share of production until 
recovery of the prescribed cost recovery from the well. It does not alter the Parties' Working Interests in the associated Joint Lands. A Non
Participating Party can participate in (or even propose) other wells on the same section. This could be another well to exploit formations in which the 
well has norbeen Completed or Recompleted if permitted under the Regulations. It could also be an additional well drillea to the productive formation 
under a holding or reduced spacing. 

iv) Another key element of the mechanism is that the calculation is generally done on a gross (100%) basis. There is no attempt to prorate Drilling 
Costs, for examP,le to a Non-ParticiPating Party's Working Interest share. This is because of the potential for calculation errors in prorating each 
revenue and cost e!ement to a Non-Participating Party. There are, though, some potential elements of the calculation that require special treatment 
(Le., impact of Paragraph 10.05C(b) reimbursement, a Subclause 10.07F encumbrance and linking (on a 100% basis) proceeos and Facility Fees to 
incremental cost recovery volumes). The calculation is not affected by any cash payment made under Subclause 10.13E. 

v) The 9(?jective of the cost recovery is to provide an appropriate reward for assumed risk. The reward is ultimately only as good as the well's 
product1v1ty. A cost recovery does not reward failure. 

vi) Note the reference "that are paid" in Paragraph A(a). "Phantom royalties" cannot be charged during a royalty holiday. 

vii)The 197 4 and 1981 documents were silent on product enhancement costs for handling production. They did not actually fall within the scope of 
the formula, as they were not "operating costs" as then defined. In practice, personnel administering penal!Y accounts intuitively recognized that they 
should be included in the cost recovery as those costs were incurred to enhance the value of me production. They generally addressed their 
recovery through a broad interpretation ot "operating costs" or by__calculating production proceeds at the we The 1990 document used the latter 
approach. This document introduces the Facility Fees concept. This basically grosses up the Facility Fees able to the incremental volumes to 
100%. This links the Facility Fees directly to the costs to handle the volumes otherwise applicable to the No icipating Party's Working Interest, 
and gives the same result as if all costs and revenues were prorated to the Non-Participating Party's interest. 

viii) The 200% cost recovery for Equipping Costs was introduced in the 1990 document. (The 197 4 document allowed for their recovery on an "al 
cost" basis, and the 1981 document inclu<fed an interest mechanism.) The 200% recovery was included for two reasons-to recognize there was no 
certainty that the Equipping Costs would be recovered and to simplify the calculation. 

ix) Parties typically use different percenta~s for the Development and Exploratory costs in Paragraph A(e) to reflect presumptions about risk 
differentials. While users have typically usea 300% and 500% for most operating areas, the percentages should be assessed for each transaction. 

x) The definition of Completion Costs includes the cost of any Recompletion or Reworking. 

xi) The calculation applies against th.e wellbore. Suppose a well is not productive in the deep X formation, but it is Completed in an uphole formation 
(J). The cost recovery is based on the bona fide costs that were incurred in the well as a whole even though the costs incurred below the J formation 
had no direct bearing on its exploitation. There is an exception to this general outcome when Clauses 1 0.ll7 and 10.10 apply to different portions of 
the well. As the Non-Participating Parties are already potentially suoiect to a forfeiture of their entire interest in the deeper formations, the costs 
associated with those deeper formations are excludea from Paragraph A(e} under Subclause 10.10F. 

xii) The traditional cost recove[Y poses many challenges in practice. These include: (a) the differences in cost (e.g. Facility Fees) and revenue 
orofiles of the Participating Parties; (b) the low priorilY,~1ven to monitoring "payout" type accounts by both ParticipafinQ Parties and Non-Participating 
:>arties; (c) continuity issues with property sales; ancl d) the co111plexity o calculations for gas r;iroperties. It was not feasible to include a volume 
oased reward as an alternative (as in the '1997 CAPL arm out & Royalty Procedure) given fhe difficulty in predicting the type of activities that could 
be conducted over the life of the Operating Procedure. It may be attractive, thougn, to consider other negotiate<f alternatives in the context of a 
particular Operation Notice. In addition to fhe more traditional alternative of a farmout (possibly for a non-convertible OR Rt it may be attractive to 
negotiate a volume based reward as a Rroxy for value before the well is Commenced or after it 1s determined to be success1ul, using the well data. 
The negotiation of some type of forced farmout penalty for al least some initial period (specified time or Exploratory Wells meeting certain criteria) 
may also be mutually attractive when negotiating an Agreement for a high-risk, high-reward area in which the initial drilling information could validate 
the basin model. (See the miscellaneous annofations on high-risk, high-reward properties in the Addendum at the end of the document.) 

Another option that may sometim_es be attractjve is to negotiate a cas.h. buygack of~ V\forking [nterest in the well shortly after the well is drilled. This 
idea is based on the cast) premium mechanism 1h.at tias been tradJt1onally used 111 international agreen:ients, suc.h as the AIPN and UK rnodel 
Operating Procedures. This would see a Non-Part1c1pating Party buy ,ts way out of the cash recovery s1tuat1on by paying an agreed UP.On negollated 
amount that makes mutual sense with any such paYrnent generally regarded as "COGPE" for tax purpose~ insofar as i(d9es.not_pert{lin to tangi.bl~s. 
Any such negotiated amount would probably be less than Ille full cost recovery amount, to reflect the benefit to the Part1c1pating Parties of obtaining 
funds immediately on a favourable tax basis. The Participating Parties would share any such payment on the basis prescribed by Clause 10.17. 

There are several reasons why this might be mutually attractive in a particular case. HavinQ common equity interests ea(!y in the de"elopment cycle 
can facilitate pool development, particularly if there are strategic issues with use of regionaffacil11ies. A Non-Participating P-arty could l1mitthe financial 
impact of the cost recovery if significant Equipping Costs ancf Production Facilities are anticipated, and it may also be attractive to it if the strategic 
benefits oJ being (lble to book ttie production and rese~ves outweigh the cash pr(;)mium reql)ired to reinstate i~ interest in the well. Al the sami:, lime 
Participating Parties can benefit from a near term receipt of funds {Versus rece1v1ng production proceeds over time on a less favourable tax basis) and 
from another Pa~s particiRalion in the lower rate of return Equi12ping and Production Facilities. Payment also shifts the entire risk for well 
performance on the interest from the Participating Parties to a Non-Participating Party buying back its participation. 

xiii) Note the deeming mechanism on sale proceeds in the first sentence of the last paraqraph. That sentence oeneral)y creates a floor price of a 
Market Pr.ice. It is designe~ primarily to P.rotect Non-Participating ~ai:ties against not1onarall9cations_ of the leasraJtract1ve gas sa!es confracts in a 
Participating Party's poftfoho to wells subJect to a cost recovery. This 1s of particular concern 1f gas pnces are volatile and companies have entered 
into unfavourable hedging a gements. The outcome is not entirel'i clear if that sentence was not included, but the Mesa case noted in the 
annotations on Clause 1.05 nt provide some protection from a Participating Partv's attempt to allocate volumes on a1'iai'6itrary basis from an 
Independent Well to its least live sal~ contracts. The use ot lj)e l'ylarket Pric(;) for 100% of procE)eds gives the samfi result as using ii only for 
the incremental cost recovery volumes applicable to the Non-Partic1pabng Party's interest and prorating an costs to that interest. 

A pre-existing dedicated lands reserves based contract complicates the calculation. If the Non-Participating Party's cost recovery volumes must be 
sold under that agreement

1 
the oroviso basically grosses up the prQceeds applicable to the incremental cosl recovery volumes to 100%. This reflects 

the 100% nature of the ca culation, but gives the same result as If all costs and revenues were prorated to the Non-Participating Partv's interest. 
Those contracts tend to apply only to older properties, where all owners are typically subject to the same or parallel gas sales contracfs. 

xiv) Audits and other financial adjustments reduce the principal amount on which the multiples in Paragraphs 10.07A(d) and (e) are based. 

Subclause 10.07B: i) Suppose that a well drilled under Clause 10.05 was successfully Completed in both the Development Well and Exploratory 
Well portion, but could not be produced simultaneou!i!Y and that the Drillin_g and Completion Costs of the well were borne as follows: (a) Development 
Well Portion ($300K): A 50% ($150K), B 50% ($150KJ and C-0; and (b) Exploratory Well Portion ($300K): A 100% ($300K), B-0 and C-0. 

Between A and C, the Paragraph A(e) cost base would be $600K as any reimbursement to the Development Well participants (·100%) under 
Paragraph 10.05C(b) has no impact on C. Between A and B it woula be $300K at the prescribed multiple plus $300K without a multiple because of 
the participation in the Development Well portion. Any reimbursement to the Develol)ment Well participants because A exercised its pre-emptive 
)roduction right for the deeper portion of tfle well was treated as a 100% Operating Cost between only A and B in prior versions of the document. 
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The handling in this document continues to s_ee t(Je n;iimbI,1rsement h~ndled in the cost recovery on a 100% basis without the multiple. It was included 
under Paragrap_h 1 o_ .07 A(e). to address the situation m Wh!Ch the wel! Is Abandoned m the deep riohts in order to conduct an UJ:!hole Completion in a 
formation 19 which the reimbursement pertains. The modified handhng sees the reimbursed cosls being recovered after the Paragra_p_h 10.07A(e) 
costs pertaImng to the Exploratory Well, rather than before any_ recov_ery of the costs of the exploratory portion of the well as in the 1990 document. 
(The last~aragraph of Subclause 10.07A applies pro_ceeds to Operating Costs before the Paragraph 10.07 A(e} costs.) Any outstanding Paragraph 
1 O.Q7 A(e costs reJatmg to the Exploratory Well portion of the well are waived relative to the former Participabng Parties in the DevelopmenfWell 
portion o the well If the well is subsequently Abandoned for an uphole Completion in the original Development Well. 

ii) The Participating Parties will SOJlletimes Abandon the Exploratorv Well prior to lhE! prescribed cost recovery to conduct a Completion or 
Recpmplet1on m one or more formatmns of the Development Well portion of the well to which the reimbursement pertained. The former Participating 
Parties 111 only the Developfl]ent_ Well portion of the well that_ a.re ~ubJect to the cost recovery h11ve the right to receive an Operation Notice for this 
prpposed Operation, Part1c1p_at1on by_any such former Parllc1patmg Party Is contmgent on reimbursement of: (a) the outstanding amount of the 
re1mpursement_ apphcable to its Workm-9 Interest; arid {b) the outsfanding Equipj?ing Costs !lPPlicable to its Working Interest, without the 200% 
mulljpJe prescnb(lcl by Paragraph 10.0TA(d). The _ehmmat1on of the mulflple on the EquippuJg Costs reflects the fact that the Exploratory Well 
partIcIsating Parties tiave alreacly had the opportumty to 8P.PIY. p~oduction proceeds against200%" pf the Equipping Costs. A former Participating Party 
111 the everopment Well portion that chooses not to partIcIpate 111 the new work will see the add1t1onal costs adcfed to the cost recovery calculation. 

Tq illustrate using the example _in annotation (i) above, assume that the Exploratory Well portion of the well is plugged back for a Completion in the 
ongInal Development Well portion of the well before full recpve!Y of th~ _deep _costs. C would_ remain subject _to the cost recovery on the total amount 
th!:ln outstanding. !3, OIJ the other hand, would have th!:l oplion to participate m the Completion by reImoursmg the $150K thatnad previously been 
reimbursed to It. B s reimbursement would be smaller If !tie work were proposed after full recovefY of the deep costs multiple and some recovery of 
the 100% amount lo be recovered for the reimbursed amount applicable to the Development Well portion o the well. 

iii) The SQecial participation riqhts in this Su_bclause. only apply if the well is only_being retain!:ld for activities in the original Development Well portion of 
the well. They clo not apply Iflhe PartIcIpatmg Parties rater complete the well 111 each portion as a dual producer. 

Subclause 10.07C: The election after cost recovery was introduced in the 1981 document. The 1971 and 197 4 documents provided thatthe Non
Participat/11g P~rty's acquisition of_participation in the well occurred automatically. It would generally acquire the interest if it believed that the benefit 
of reacqurnng its share of production was greater than the potential Abandonment costs or accrued Environmental Liabilities. 

Subclaµse 10.07'.E: i) A Non-Participating PartY that chooses not to accept participa~on ir:i the well is pasically foregoing its rights in the well and the 
production associated with its Working Interest through the well from the formations m which that well is then Completed or Recompleted. It otherwise 
retains its Working lnterestin the Joinf Lands includea in the SP.acing Unit of that well, such that it has the right lo participate in any additional well on 
the original Spacin_g Unit. This would include a well drilled lo a clifferent formation or a well drilled under a holding or a reduced spacing order. This is 
similar to the handnng of an Abandoning Party's interest under Subclause 12.02A. 

ii} This might be shown on a land infom1ation system by setting up the wellbore as a separate ownership split. 

Subclause 10.07F: i) This Subclause was introduced in the 1990 document. It only apP.lies to those encumbrances not borne for the Joint Account 
that flow with the interest under Clause 15.02. It will not apply to the tvpical Clause 15.01 encumbrance, such that the issue would have to be 
resolved by the Non-Participating Party and the encumbrance nolder wlierever Clause 15.02 does not apply. However, a Non-Participating Party 
might also consider trying to negotiate the application of these principles to its Clause 15.01 burden for a particular Independent Weir. 

ii) Suppose that the Operating Procedure is attached to a farmout agreement under which A and B farmed out to C and D and that A has elected to 
be in a non convertible 15% ORR under the Ai:ireement. Assume ltiat the intere_sts are: A-ORR (as calculated on 50% of_production - net 7.5%); 
Bs25% (farmorthatconverted its ORR at payoul:); C-37.5% f25% subject to A's ORR); and 0-37.5% (25% subject to A's ORR). If B proposes a wen, 
C elects to participate for only its Working Interest and D e eels not to participate, how is A's ORR handled under Clause 10.07? 

A's ORR was not an encumbrance borne for the Joint Account, such that the 1981 provision clearly stated that it had no impact. This would be of 
concern to both A and D. as Dis req!Jired to pay an ORR on the production respecting the interest acquired from A. This Subclause creates a different 
result for encumbrances to which Clause 15.02 &RPlies. They will be taken mlo account under Paragraph 10.07A(a) for only the affected Non
Participating Partv. Subclause F provides that 150% of the amount so paid by B on D's behalf is added to the amount recovered thereunder. The 
50% premium is aesigned to compensate the Participating Parties for the defay of penalty payout caused as a result of its inclusion. 

iii) Suppose that B did not participate in a well_proposed by C when the interests in the above example applied. While C's Working Interest was 
encumbered by a Clause 15.02 encumbrance, B's did not have anY. such burden attached to it. Payments made by Con D's behalf would continue to 
be taken into account for D, but would have no impact on B. Similarly, payments made by C for its own account would have no impact on B. 

Subclause 10.07G: Incentives accruing under the Reg_ulations do not affect the calculation under Subclause 10.07 A, whether they accrue collectively 
to the participants in the O~ration or to any individual Participating Party because of attributes personal to it. However, "phantom royalties" cannot be 
charged under Paragraph 10.07A(a) during a royally holiday. 

Subclause 10.07H: i} Disclosure of if)f<;>rm~tion for consideration under Cl~use 1~.03 reqµires tpe cons~nt of all Partie? with a proprietary inte_restin 
ii. That Clause states that a Non-PartIcIpatmg Party does not have a propnetary interest m the mformation, such that its consent Is not required. 

ii) A disclosure of well information will typically be in exchan~e for other well information, rather than cash. Any cash contribution received by the 
Participating Parties for disclosure of well information under Clause 18.03 will be applied against the amount in A(e) to reduce the penalty cost 5ase. 

Subclause 10.08A: i) Except as provided in this Subclause, a Partv may not issue an Operation Notice for other Operations in a well that is capable 
of production in Paying Quantities without the authorization of the o{her Parties holding a Participating Interest in the well (on such terms as they may 
agree). The restricnons are designed to ensure that cash flow will not be compromised by a new Operation that may not be successful or that may 
damage the wellbore or the productive formation. 

There is a new qualification that a Party may issue an Operation Notice for a well if it has not been Completed within 36 months of its drilling rig 
release or ii had l)roduced (other than for test purposes) and has then been Suspended for at least 24 consecutive months. This is designed to 
facilitate activity with respect to inactive wells without going so far as to deem the well not to be productive and potentially invite lease retention issues. 

The authorization in the last sentence does not extend to a Completed well that has not yet been produced, to recognize that infrastructure limitations 
may restrict the ability to put a good well on production. 11 does not follow from this, though, that the restriction in Paragraph (a) will necessarily apply 
to tnat wen, a Completed well or a well that lias produced m the preceding 24 mon,hs, as !tie Paymg Quantities lest is a question off act in each case. 

ii) A Party that wishes to conduct such an Operation in a productive well would need to negotiate mutually acceptable outcomes with the other Parties 
for such matters as production priorities, any cost allocation/penalty issues, damage to the well or fom1ation and any royalty holiday issues. 

Similar considerations ap_ply if a Party wishes to convert a well to a horizontal producer by Abandoning a portion of the well and red rilling the formation 
horizontally. Because a Party may tie reluctant to forego the production and cash flow from the well, the Parties might attempt to negotiate an 
outcome in which the cost recovery for the horizonfal Operation is linked to incremental production. This woula be structured so that a 
Non-Participating Party would retain its current level of production from the new Operation, subject to normal decline, while being subject to a cost 
recovery for the remainder of the production associated with its Working Interest. 

iii) The Operations contemplated by this Subclause are in the context of formations included in the Joint Lands. Clause 10.06 would apply to the 
situation m which the contemplated activities pertained to formations not included in the Joint Lands. 
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Subclause 10.088: i) A Non-Participating Party generally may not propose or participate in Operations under this Clause during the period in which a 
co~t ~~covery_ app!i~s. It does not, for example, typically have tfle rightto participate in the Completion or Equipping of an Independent Well. (See the 
def1mt1on of Kece1vmg Party.) 

There are three exceptions to this handling. The first relates to the rigtits of a Partv that participated in onlY. the Development Well PQrtion of a Clause 
10.05 divided well, where the well is initiany produced from only the 1:xploratory Well portion of the wen. tSee Subclause 10.07B J The second is as 
provided in Subclause 10.08C for participation in a Deepening or Sidetracking proposed to it. The third is for the situation in which a Party had 
participated in the drilling and setting of production casing, but declined participation in the Completion program. 

For the lattelj it may participate in a Completion or Recompletion program in a different formation without having to payo1. in cash, any outstanding cost 
recove(Y unuer Paragraph 10.07A(e}. Although this situation would often arise when the deeper formation is 15eing Abandoned in favour of further 
Operations uphole, tnis will not always be the case. It is quite possible that the Participating Parties in the deeper formation will want to conduct further 
Operations so that the well can be produced from more than one formation simultaneously. 

Paragrar;ih (c) accommodates this by providing that the Clause 10.07 cos! recove[Y would continue to BP.Ply to the original ComP.letion or 
RecomP.fetion, notwithstanding the special elec1ion granted for the new Operation. P, h 10.05C(a) wiH apply, mutatis mutandis

1 
in this 

circumstance if there were any resultant va1iance in participation in the well. In essenc at Paragraph clarifies the Operator, inc udes a 
measurement obligation and provides some direction about the allocation of OP.erating Costs. · es that fino themselves in this situation would find 
it beneficial to supplement this provision with additional documentation that addresses their expectations in their particular fact situation. 

Any new participant is required to pay its Working Interest share ofthe unrecovered P.rincipal amount for Equipping Costs for equipment to be used in 
conjunction with that Operation (with a corresponding adjustment to any existing cost recovery). This is a unique s1tuatio11 as that Non-Participating 
'.:>any has participated mall ot tfie Drilling Costs ancrthe costs of production casing that were required to conduct the audition al Operation. 

ii) This handling of Equip_ping Costs reflects the dual use of the equipment and the fact that this Non-Participating Party has potentially seen its 
Working Interest share of production proceeds previously applied against the cost recovery. 

Subclause 10.08C: i) The Operating Procedure has historically been silent about a Deepening or Sidetracking proP.Qsed for a well that was drilled as 
an Independent Well and sutijectto fhe Clause 10.07 cost recove[Y. (This Subclause could not apply if a Clause 10.10 forfeiture already applies to the 
well, although the Parties would always be free to negotiate a different outcome at the time.} 

Subject to the qualification in annotation (ii) below, a Non-Participating Party's ability to particiPate in that Operation is probably not contentious. There 
was no guidance about the election mechanism in prior versions of the document, though. There were tliree major potential approaches. A Party 
could participate if it paid its share of the entire upliole cost of the well. It could participate with no direct resf)onsibiliN for any uphole costs, as 1t 
alreacfy contributed a potential cost recovery in support of the well. It might also be required to make a specified partial reimtiursement of uphole 
costs that were not formation specific evaluation costs, such that the cosls of any testing program in the uphole formations would be excluded. 

Subject to the exclusion of some costs for a Sidetracking, the 100% reimbursement in the first approach is used. This puts Part_y in the same 
position as it would have been in if the well were initially proposed to the different depth. If it elects not to participate in tlie a al Operation, the 
costs of the additional Operation will be added lo the cost recovery. If it elects to participate and make the reimbursement, it ecome an owner in 
the acquired well on the same basis as if it had originallY. particif)ated in it. This would see the new participant receive a cash creditfor any intervening 
production applicable to its Working Interest in the acquired well. The new participant would also have a creditor debit for any subsequent adjustmen1 
of costs and a share of any other liabilities that had accrued for the Joint Account. Subl·ecl to the gualification for the_plugged portion of a Sidetracked 
we11

6
this structure also avoids the complexities in BP.plying a cost recove[Y to the shal ow formations and having differenl ownership interests in the 

well ore. (A Non-Participating Party normally would not nave rights or o151igations for the wellbore until it acquires them after a cost recovery.} 

This Subclause is based on three major principles. The first is that a Party that di<;I no_t_particin_ate in the original well is permitted to participate in the 
new Operation, as it differs materially from that described in the originar O1>erat1on Notice. The second is that the costs lo the depth at which the 
Operation begins are integral to it and are to be reimbursed. The third is that the costs respecting formations deeper than the depth at which a 
Sidetracking commences ao not result in a cash reimbursement, as they are, in effect, being incurred a second lime to evaluate !he sa · ctive at 
a different location. (One of the consequences of excluding these costs from the cash reimbursement is that any revenues pertaini deep 
formation in the original wellbore are retained by the original Participating Parties, and applied to the original cost recovery. Ttie alle andling 
would see both the deeper costs and revenues coming mto the reimbursement equation, such that the cost base would typically be mate higher.) 

ii) As noted in the miscellaneous annotations on high-risk, high-reward Oi>erations in !he Addendum at the end of the annotations, the Parties may 
wish to modifv the outcome~ provided in this Subclause to provide some flexibilitv tQ conduct a Sidetrackin_q within a specified radius of the original 
location. That type of modification recognizes the real probabilify that !he Partic1patmg_ Parties mig_ht Sidetrack a wildcat well because of the 
information they obtain during !he drilling of the well. II is designed to ensure that the Non-ParticiP.ating-Parties do not have the opportunitv to re-elect 
to participate at this stage and avoid the consequence of their initial election after the initial work has changed the risk profile draslicalfy. 

iii) The information about the objective from the original wellbore and the decision to proceed with the Sidetracking would probably impact the 
assessment of the risk of !he Sidetracking. This reinforced the inclusion of a ·100% cost reimbursement for the well to the depth at which it begins. 

iv\ For context Sidetracking excludes deviations associated with strglghlenin_q the wellbore, drilling around Qbstructions and other mechanical 
difficulties. In effect, it addresses an intentional decision to evaluate a d1tferent downhole location than that identified in the origmal Operation Notice. 

v) A Non-Participating Party considering the participation election does not have the right to obtain the information for the well prior to its election, 
unless it is then entitled to tlial information under Clause 10 .19. However, the disclosure of this information may sometimes occur m practice because 
:he Participating Parties may want to facilitate a participation election ancl have another Party share the additional costs of the Operation. 
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vi) A Non-Participating Party that does not make the equalization payment to the Participating Parties by the reqµired lime is subject to the potential 
application of the Clause 5.05 default remedies, subject to an important qualification. The Operator of the Operation (probably in consultation with the 
allier Participating Parties) may serve notice that the participation election is void, in which case the cost recovery would apply. A Non-Participating 
Party making this election should monitor the reimbursement Rrocess to ensure internal compliance with the requirements. In practice

1 
most Parties 

would probably only exercise their right to void the transaction for non-payment after notifying the Non-Participating Party that paymen was late and 
providing them an opportunity to rectify the default. 

vii) A Non-Participating Party considering the participation election should conduct some due diligence lo ensure that it would not be assuming 
unforeseen liabilitfes because of its retroactive participation in !he uphole portion of the well. 

viii) A Sidetracking would result in an adjustment of costs under Paragraph 10.07 A(e) for a Non-Participating Party that did not participate in it. The 
costs excluded from the cash reimbursement wiU be included in the cost recovery, and supplemented by the costs of the Sidetracking and any 
associated Completion attempt. This is designed to provide an incentive to Rarticipate in a Sidetracking while providing a full recognition of assumed 
risk relative to a Non-Participating Party that chooses to continue to sit on the sidelines. 

Subclause 10.080: Except as provided in Subclauses 10.078 and 10.08C, the processes in Clause 10.07 will apply, mutatis mutandis, to 
Independent Operations conducted under Clause 10.08. The development or exploratory status will be determined at the lime of the Operation, not 
when the well was originally drilled. Otherwise a new Operation on an old well could result in an exploratory penally because of the well's original 
exploratory statusl when the same Operations in a new well at the same location would be categ_orized as development. This reflects the degree to 
which subsequent investment decisions can be significantly influenced by other Operations in the vicinity. 

Subclause 10.0SE:. i) This Subclause is similar to Clause 9.04. It has been broadened in this document to apply to an existing well on which an 
Operation is conducted under either Clause 10.08 or 10.10. 

Assume that A, B and C hold Working Interests in the Joint Lands. A and B partici1,1ated in drilling a well, and Suspended it. A later conducts a 
re-entry and Completion in which B elected not to participate. A then notifies B within 6 months of its intention to Abandon the well. After salvage of 
the equipment placed by ii on the well, A turns the well and formation back to A and B for Abandonment and salvage of their joint equipment. 

Operations would then be for the Joint Account of A and B in proportion lo their respective Participating Interests in the well, subject to three 
exceptions. Equipment and material added to the well al A's expense would be salvaged for A's sole accoun1. Any additional costs of Abandonment 
(including Environmental Liabilities) associated with A's Operations would be for only A's account. Similarly, nothing in this Subclause alters the 
Parties' respective rights and responsibilities for Losses and Liabilities associated with that Operation, such ttiat B would retain all remedies provided 
to it under Clause 10.18 with respect to A's Operation. 

ii) If the Participating Parties in the Clause 10.08 Operation retain that well after that 6 month P.eriod, they will reimburse the Clause 10.08 
Non-Participating Parties their respective shares of the net .salvaoe value of the applicable material and eq_uipment in proportion to their orio.inal 
Participating Interests therem. The reimbursed amounts are treated as Operating Costs under Paragraph 10.07 Alb} for any cost recovery that applies. 

Subclause 10.0SF: i) A Parj.y receiving an Operation Notice for EquiP.ping a well in which it holds a Workili:)n~~te~r~e~stl,lh~s.Qe· ~lffl~~~~~~~ 
participating or being subjectto a cost recovery on the same basis as is prescribed under Clause 10.07. 1s ver 1011 o e ocument expands e 
options available to 11 by enabling it to elect to take in kind its share of the Petroleum Substances othe ·se being served by the EguipP.ing if the 
nature of the Eq,uiP.P.ing Operation allows a Party to take its production in kind without using the assets included in the Equipping. Tnis allows it to 
install a "splitter at the well site, so that it can manage its volumes differently than contemplated by the Eguippiog. 

A Party making this election will generally be solely responsible for the costs of any additional equipment reguired to handle or measure its sharenr oj, 
production. Ttie one exception to that handling is the situation in which the proposed Equipping pertains lo tlie instaHation of equipment that serve 
substantially the same function.as equipment already on the well (e.g.

1 
another pipeline to a different l.ocation when there is an existino.line in place). 

The ParticiRating Parties in the proposed Equipping will be responsib e for the incremental costs for the splitter and measurement in-that situation, 
and may not in crude these costs in a cost recovery relative to any Parties that elected to be subject to the cost recovery under Paragraph 10.08F(c 

ii) There are practical implementation issues associated with the take in k.ind option for such matters as compensation for shutting in productio~ / ~ 
surface sharing and liability and indemnification that the Parties should address at the time. Other than for !he inclusion of a mufual liability anu (Jl 
indemnification obligation, 1t is not feasible to cover them in this document because of the degree to which these issues are situation depenaent. 

iii) A Partv that elects to take in kind and then fails to do so will be a Non-Taking Party. It will be subiect to a marketing fee under Clause 6.04, as well 
as an additional fee for use of the assets included in the Equipping on the same basis as prescribed by Clause 14".04. 

iv) The preferred approach may be a negotiated outcome al the time, particularly if taking in kind would significantly impact use of the equipment to 
which the prqposed Equ_ipping pertain~. In praclic~. the impact may be so significant that ii may cause the Proposing Party to reconsider the 
Operation or its perspective on a negotiated resolution. 
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Subclause 10.09A: i) This Subclam.;e_ 1,tddresses an initial Abandonment, and is similar to Clause 1006 of the__previous documents. Subclauses 
10.09B and C app!y to well~ that are 1mtially Compl_eted SL!Ccessfully, but Aban_doned before the cqst recovery. The decision is deferred if the initial 
program under Article 9.00 Is the setlmg of production casmg and the Suspension of the well, pendmg a later Clause 10.08 re-entry and Completion. 

ii) The "ti[TlelY. rr:ianrier· reference is situ~tion c;lepende(lt. A Non-Participating Party subj·ect to a cost recovery_ does not share in production from that 
Nell. It still retains its Workmg Interest nghts In lhe Joint Lands to propose another we I if the Participating Parties do not proceed to Abandon. 

Subtcla\lse 10.09B: i) This is $imilar to Clause 1009 of the previous version of the document but it clarifies the impact of estimated surface 
res oration costs m !he calculation. ' 

ii) T[\is Subclau_se does no! provide !he N~m-Participating P~rties with any right lo ta~e over this well. This \>1/0Uld have required the inclusion of a 
specific cost adJustment pro~ess and poss1ply a secqnd election prp<;es~. lt will \lOrnettrnes be mutually attractive t<;> P.~ovIde them with the opportunity 
to take over the well at !tie lune on a negollaled basis, as the Parllc1patmg Parties typically regard the well as a l!ab11ity at that stage. 

~ubclause 10.!)9C:_i) There is no longer a provisio_n similar to Clause 1015 of the 1 Q90 document whereby the Non-Participating Partv "regains" its 
nghts to formations 111 which an Independent Well IsAbando ed. The cost recovenes in Articles 9.00 ana 10.00 reward success notfailure The 
rew

1I
atrdwhof 1:1 chotsht recovery applies to 

I
1he share of volumes .a able to the Non-Participating Party's Working Interest that can be produced from the 

we o 1c e cost recovery app Ies, not the Non-Part1 g Party's Workmg Interest in the applicable Joint Lands. 

ii) A Non-Particjpating Party may be responsible for its share of Abandonment costs if it participated in drilling the well and the ParticiP.ating Parties in 
a su_bsequent Operation Commence Abandonment of the well within the 6 month period prescribed by Clause 9.04 or Subclause 10.0SE. A Non
Participating Party only acquires rights in an Independent Well Abandoned hereunder insofar as it is required to assume Abandonment costs. 

Clause 10.10 -General: i) The Clause only addresses wells that preserve title. Some forms of tenure allow lands to be maintained because the 
holder incurred eligible expenditures for ueological or geoP,hY,sical work or well activities to satisfy prescribed annual work requirements This is 
relevant if the Joinl Lands are in Saskatchewan or British Columbia and theY. include a P.ermit (or may include a permit under an area of mutual 
interest). Structuring a suitable provision is more complicated if the interests in the permit lands are not consistent. 

ii) The Parties also might be able to obtain an extension to the term of a B.C. lease if theY. commit to a work program during the following year of the 
lease. While typically a well, the "committed" work might also be a seismic program ana a well that is contingent on the results ofthafwork. 

The Parties should consider creating a provision that is customized to their own circumstances, as there is no generally accegted provision on this 
issue. Subclause 3.10E of this document addresses this toRic to some degree if there is any requirement to post a refunda le deposit under the 
Regulations lQ secure perf<;>rmaoc? of !be work. Parauraph 7.01(b) and Sub.clause 10.03B have _also been modified in this document to provide 
gr~a.ter flex1bI1lty for the p~nod wIth111 V'(hIc!'J to Commence this l)lpe of Oper1,tf!on. It wgs not qtherwIse feas10Ie to try to include a Clause to address 
this issue because of maJor ph1losophIc differences about the level of precIsIon that Is required for a contemplated Operation in order to trigger a 
fqrfeitur~ by a Pa[ty Iha\ wa? unwilling to agree to a "comm\tment" at.the time the_represeritation_was required to be m1,tde under the Regulations. The 
bIgges! item of d1scuss1of) Is likely to be tfle level of certainty about the Operation that Is required to oe presented m order to enforce a forfeiture 
o151Igation when the specific well location and the associated costs are unlikely to be finalized at !hat lime. Given the credibilitv impact on the 
proponent in tt)e eyes of the regulator if the work is not ultimately conducted, are the other Parties subject to an "in orour election at that time subject 
to protections If the scope of tfie represented work changes materially? Or is the ultimate election deferred until an Operation Notice with' a more 
specific description of !tie Operation is P.resented in due course? Any such provision would also need to address the possibility that a Party may prefer 
to conduct an alternative Operation that would satisfy the requirement. 

iii) The Clause has been structured to address the pqssibility that title preserving Operations may be conducted for more than one well during the title 
preserving period. In practice, the vast majority of title preserving scenarios Will involve a singfe title preserving Operation. 

Subclause 10.10A: i) A critical criteria when considering if a well is a Title Preserving_Well or a Subseq_uent Title Preserving Well is that the 
applicable Operation 1s conducted "hereunder" (i.e., under this Agreement). Assume a-Party drills on its 100% lands where the well could retain 
portions of the Joint Lands. Clause 10.10 does not aP.ply to the well, so that Pai:tY must neg_obate an agreement with the other Parties if it wishes to 
obtain anv of their interest in the applicable Joint Lands. The corollar:y of this is tliat a Title Preservinu Well creates a forfeiture requirement for only 
!he Joint lands, such that there is no impact on other offsetting lands, even if held by the same Paliies in the same interests un<'!er another JOA. 

ii) The Preserved Lands are any Joint Lands that would revert under the relevant Title Documenl(s) if the Operation were not conducted. There are 
several .subtle points about the provision that have been emphasized in this document. Firstly, a well can be a Title Preserving Well for several Title 
Documents simultaneously. (The determination is on a Title Document by Title Document basis, but the application to multiple Title Documents is 
clearer in this document.) Secondly, some formations might be continued without the Title Preserving Well, such that a cost recovery would apply to 
those formations for the well, instead of the forfeiture. Thirdly. the Title Preserving Well does not have to be located on Preserved Lands - a step-0ut 
well on continued lands can cause the continuation of offsettl lands. Fourthlv, there would only actually be Preserved Lands/Common Preserved 
Lands if the work, in fact$ enabled retention of Joint Lands. (A e licence validation phase (lands retained for activity), a D&A well will generally be 
of little value because 01 the need to prove productivil)I to co the rights. The one exception to this is for any temporary continuation that mav. 
result (e.g., Alberta Section 16 continuation).) Fifthly, lands that may be retained through payment of compensatory royalties fall outside the scoP.e of 
the Rrovision. The cost recovery mechanisms appfy to an Independent Operation tha1 enables the applicable Joint Lands to be retained, and the 
forfeiture process in Subclause 3.10E applies if compensatory royalties are being paid and a Party chooses not to pay its share. 

Last, but certainly not least, the classification of a Title Preserving Well and Preserved Lands are situation dependent. In APL Oil & Gas Ltd. v. 
Amoco Canada Resources Ltd , [1993] A.J. No. 1031 (Alta Q.B.)l fhe plaintiff elected not to participate in a well proposed within the title preserving 
penod under me 19/4 document. During the response period o the Operation Notice and prior to its election, it asked to make a continuation 
apP.lication for the lands instead of drilling the wel. Its intention was to seek continuation using a new offsetting well (8-10 mmcf/d) for which the 
parties did not have information, where it oelieved its apRlication would be successful. The other parties did not agree to this request. I! elected not to 
participate in the well, while objecting that it was not, in fact, a title preserving well and a production penalty should apply to its non-participation. 

The Operator allowed the plaintiff to present well data for the confidential offsetting well to the Crown prior to expi!)' of the Title Document, but after 
expiry of the response period to the Operation Notice. Confirmation of continuation of the lands was received prior to the expiry date and the 
Spudding of the well. Ttie Court determined on the facts that the well was not a well to preserve title under the 197 4 document. (See also Amethyst 
Petroleums Ltd. v. Primrose Drilling Ventures Ltd. 2006 CarswellAlta 1023 (Alta. Q.B.J, which also found the classification to be a question of fact.) 

The document does not include any specific rules about the wells that may or may not be used to demonstrate that Joint Lands would have been 
retained without the Independent Well. This approach was taken to ensure that the determination would be situation dependent. 

iii) Assume that the applicable Title Document is a licence
1 

that a well has validated less than the entire licence and that a Par:ty is considering 
issuance of an Operation Notice to ensure that its priority ands would be retained after expiry. It should request an early land selection under 
Subclause 3.10D and then determine if it will issue fhe Operation Notice after the land selection thereunder. 

ivl An interesting application of the Clause is to 1:1 non-cross-conveYed pooling in which. A's leflse has an imminent expiry and B's lease does not. 
What is the outcome if B elects not to participate m A's proposed well to avoid me reversion of As lease? While the wel would be a Title Preserving 
Well, there are no Preserved Lands with respect to B's non-participation. The Clause 10.07 cost recovery would apply to it, as B's rights were nol 
expiring. Why would Bever be worse off than ii would be if 100% of the interests were subject to B's lease? However, if the situation were reversed 
and B proposed the well, A would be subject to the Clause 10.10 penalty, as its interest would satisfY,lhe Preserved Lands test. (The Parties to a non
cross-conveyed pooling also need to be clear if there is any expectation that the Parties in a contnbuted tract have any pre-emptive election right 
under Subclause 10.0ZC to assume the share of costs of a Party in their tract that chooses not to participate in an Operation.) 

Similar considerations apply to a Party with a Working Interest in the SRacing Unit under two different Title Qocuments if only one of those documents 
had a P.ending expiry. From a risk-reward perspective, the forfeiture outcome should only appJy to that portion of its Working Interest subject to loss 
under lhe Title Document. The cost recovery should apply to its remaining Working Interest. The Parties would need to consider any ottier specific 
implementation issues in their particular context, and should document those expectations in their Agreement or at the time. 

,) A well drilled on lands not subject lo expiry may be a Title Preserving Well for other lands. A Subsequent Title Preserving Well can also be a Title 

-38-



Preserving Well, insofar as the Joint Lands (areal and stratigraphic) lo be preserved by ii do not duplicate those J)reserved by an earlier Title 
Preserving Well. A deep Sub~eq4ent Tille Preserving Well may also continue rights deeper than those preserved by a Title Preserving Well. This has 
been presented more clearly in this document. 

vi) Note the reference to Completipn, Recompletion or placing a well on P.roduction. A Tille Preserving Well is not limited to drilling a well as in the 
1974 and 1981 doc_uments. A dnlled well, ltiough, is not required to be Completed or Recompleted if retention is a function of activity (e.g. initial 
term of an Alberta licence) ' 

vii) !he Partie~ select the date by which a Tille Preserving Well must be Commenced in the definition of Title Preserving Well. This allows the 
Part,es to_ consider sucl1 f~_ctors as surface accessil;>ility and required re_9ulatofY approvals in environmentally sensitive areas. This provides the 
Parties with greater flex1b1hty than had been_prescnbea by the rn74 (45 days) and 1981 /1 year or 1/6 of term) documents. The Parties should 
generally use 365 days for projects in British Columbia because of operational logistics and the possibility that a lease continuation may be conditional 
on a drilling "commitment" during the next year of the term. 

viii) Some Title Documents (e.g., B.C. drilling licences) provide the grantee with the option to extend the tem1 for an additional one yearP.eriod thro49h 
12avment of a higher rental without the grantor's prior approval. The proviso in the definition ofTitle Preserving Well links the reversion elate for suctl a 
Titre Documenno the end of the extension period, as the Parties generally exercise that right in practice. 

Subclause 10.108: i) Subject to the qualifications in Subclauses 10.10C and D, a Non-Participating Party for a Title Preserving Well will forfeit: 

a) 100% of its interest in the well and its Spacing Unit at completion of the Operation, insofar onl* as they pertain to the Preserved Lands and a 
Subsequent Title Preserving Well has not then been Commenced whereby that Spacing Unit wou d be Common Preserved Lands; and 

bl ·f 00% ofits Working Interest in the balance of the Preserved Lands al the date they otherwise would have reverted to the grantorofthe applicable 
Tille Document, subject to any application of Subclauses 10.10C,. D and E. 

If certain shallow rights included in the Joint Lands were not included in the Preserved Lands, the cost recoverv prescribed by Clause 9.03 10.07 or 
10.08 would continue to apply to the well and its Spacing Unit for those zones. Similarly, the Spacing Unitforfeiture would not initially apply to deep 
rights not penetrated by !tie well, although those nghts could potentially be captured under Paragraph (b) in due course. 

ii) The Participating Parties knew the type of penalty they would receive in the Title Preserving Well Spacing Unit under the ·f 990 document at the time 
they conducted the Operation, assuming the well actually P,reserved lands. The 1981 document provided that a Non-Participating Party only forfeited 
its interest in that Spacing Urn! if it did not participate in a "similar well", such that the ParticiQatmg Parties did not know tne form of penalty for the 
Spacing Unit at the time they elected to participate in the well. This document has been modified to provide greater flexibility in the Spacing Unit for 
!tie Title Preserving Well because of the P.0ssibility that a Subsequent Title Preservmg Well that also could have retained those lands 1s Commenced 
before completion of the Tille Preserving Well activity. However, ,t does not offer the same wait and watch opportunity as under the ·J 981 document 

iii) The delayed forfeiture in Paragraph B(b) occurs at the dale the lands otherwise would have reverted under the applicable Title Document(s). 
Paragraphs 10.10C(a) and (b) can operate lo reduce the interest to be forfeited lo the participants in the Title Preserving Well. 

iv) A Subsequent Title PreservinJJ Well might be a Tille Preserving Well for lands other than the Common Preserved Lands. This Subclause applies, 
mutatis mutandis, between the Parties if mat is the case. This is expressed more directly in this document. 

Subclause 10.10C: i) The conseqyences in this Subclause were introduced in the 1990 document. It is very differentfrom the comparable provision 
in the 1974 and 198"1 documents. Those outcomes were not clear until the similar well decision was made, which might not be until after the first well 
was drilled. The 1990 approach admittedly poses a problem if there is no agreement on the technical merits of a dn11ing location and simultaneous 
wells arEl drill_ed during the title pre!ierving period, par,licularly for an u_nvalidatep licence. Jn that casEl, it is pref~rable to_negqtiate a result appropriate 
for the s1tuat1on, and the negative 1mphcations of a· race" would typically motivate Parties to do this 111 pracllce. While fh1s result would not occur 
under the earlier documents, the ability to alter the risk thereunder was regarded as a much more serious problem in practice. The modifications to 
Paragraph 10.10B(a) were included to mitigate some of the problems with the 1990 approach for the Spacing Unit for the initial well. 

ii) The following will apply to a Subsequent Title Preserving Well, subject to any revision of Common Preserved Lands under Subclause 10.10D: 

al a Non-Participating Party for the Title Preserving Well that participates in the Subseguent Tille Preserving Well will not be required to forfeit its 
Working Interest in any Common Preserved Lands under Paragraph B(b). (It could still forfeit an interest ttiough, in the Spacing Unit for the Title 
Preserving Well under Paragraph B(a)); · 

b) insofar as the SpacinQ Unit for the Subsef:juent Tille Preserving Well is localed on Common Preserved Lands that are not part of the SpacinQ Unit 
for the Tille PreservinQ.v'Vell, a Non-Participating Party in both wells will forfeit its Working Interest in the Spacing Unit of the SubsequenfTitle 
Preserving Well to the-Participating Parties lhere111 (rather than to the Participating Parties 111 the Title Preserving Well). Either Paragraph B(b) or 
Subclause E would apply to its remaining interest in the balance of the lands preserved by the Title Preserving Well; and 

c) a Non-Participating Party for the Subsequent Title Preserving Well that participated in the Title Preserving Well would only be subject lo a cost 
recovery for the Subsequent Title Preserving Well if it was drilfed on initial Preserved Lands (or the Joint Lands not subject lo the contemplated 
reversion). If the Subsequent Tille Preserving Well was also a Title Preserving Well for other Joint Lands, the Subclause 10.1 OB forfeiture process 
would also apply to that Non-Participating Party for the applicable Joint Lands. 

Subclause 10.10D: This Subclause is new in this document. It was introduced because the activities associated with the Title Preserving Well or 
Subsequent Tille Preserving Well might only have resulted 111 a temporary retention ofthe rights (i.e.1 Alberta Section '16 continuation). Parties need to 
revisit the Common Preserved Lands at the end of a temporary retention to determine the activities that caused further continuation of the applicable 
Common Preserved Lands. In essence the reward criterion at that stage shifts from a reward for activity to a reward for success. To illustrate the 
application of this Subclause, consider lhe situation in which 4 sections of Alberta Crown leases are exQiring in an area in which Cardi um oil is the 
main objective. A has drilled a Tille Preserving Well on SE·I (D&A)and B has drilled a Subsequent Title Preserving Well on NW11 (oil), where each 
was drilflng through expiry and would entitle the Parties to a Section 16 continuation of all 4 sections for about 6 months. No other well was drilled 
during the Section 16 continuation period. The Joint Lands could then only be contin based on demonstrated productivity_ While A took risk in 
drilling the Title Preserving Well, the ultimate retention of the lands will be clue to B's we is ~xample. A Partvthat did not participate in B's well 
shoula then forfeit its WorKing Interest in the Joint Lands continued as a result of that . This issue was nor addressed in any of the previous 
versions of the document, such that Parties in this situation would need to try to negotiate this type of outcome based on risk-reward principles. 

Subclause 10.10E: Paragraphs B(a), C(a) and C(b) include special rules for the Spacing Units for the Title Preserving Well and the Subsequent 
Title Preserving Well. This P,rovision addresses !tie forfeiture of a Non-Participating Party's interest in the remainder of the Common Preserved 
Lands. The forfeited interest is allocated equally to the Title Preserving Well and the applicable SubseQ1Jenl Title Preserving Well(s). The allocated 
interest is then apportioned among the Participating Parties in the respective wells under Clause 10.17. 

Subclause 10.1 OF: i) This Subclause addresses Drilling Costs and Completion Costs for the formations subject to the forfeiture if a cost recoverv 
also applies to a different portion of the well. Drilling Costs for the formations deeper than the deepest fom1ation not subject to the Clause 10.1 o 
forfeiture and Completion Costs for forfeited formations may not be included under Paragraph 10.07 A(e), as inclusion would provide a second reward 
(cost recovery, plus forfeiture) lo the Participating Parties for that portion of the costs. 

ii) Given the potential dual ownership in the well, it is beneficial to supl.)lement the expectations in the Clause if the well will be retained as a dual 
producer. This would address such matters as the ability lo conduct additional Operations in the well if the well is still productive in the other portion. 

Subclause 10.10G: One practical challenge is the determination of the lands that are P.reserved by a Title Preserving_ Well as illustrated by the APL 
case noted in the annotations on Subclause 10.1 0A. Ideally, the Parties would attempt to obtain a predetermination,rom the applicable reg_ula1oiy 
agency to ascertain Preserved Lands. However, this determination will probably be achieved through negotiation in many cases because ot timing 
problems or the reluctance of regulatory agencies to make a P.redetermination. In practice, the reference to a dispute resolution process will generally 
only serve as an impetus towards more timely and reasonable negotiations than might otherwise be the case. 
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Cl"use 1_0.1 ~: i) A Party mi:!Y com;luct a geophysical program over the Joint Lf)nds _without prior notice. This admittedly conflicts with the underlying 
policy objectrve of encouragmg Jotnt Operations, parficufarly 1f a pr<;>gram rs pnmanly conducted on the Joint Lands. However industry experience 
has o~en that an exploratiori program conductea on the Jomt Lands is often a portion of a larger regional program or is also intended to evaluate 
formation? that are not held 10111tly or subject to any area of mutual interest. A Non-Participating"Partv"that wants to obtain a licence or other access to 
\hat data m due course would have to negotiate tfle terms of access with the owners of the data, where they are under no obligation to acc~pt anY. 
Jffer. This Clause traditionally provided a Non-Participating Party with a relatively short window to acguire a licenced copy of the data for 200% of 
what its share of the cost would have been had the program been conducted for the Joint Account. Tlie change was macfe because that structure 
potentially encouraged non-participation, as a Non-Participating Party knew it had the option to acquire the data if the data matured a prospect. 

ii)_partjes in a large · nal area of mutu_a\ interesJ involving a significant ioi(lt explora~on program may wish to deviate from this a_pproach. They 
mIgtit_ mclu_de an o on to allow partIcIp~tion 111 any _G&G program wIthm ttie project area. The',' might also provide that a Parfy could not 
paf1IcIpate In a well wI the_program area withoutacqumng the dala at a prescnbea amount (such as200% of what its share of the cost would have 
been had it been conducted for tfle Joint Account), unless if had its own cf ala over the prospect. 

Clause 10.12: i) The Clau?e does not include an allocation of capital costs or a fee for capital. A capital component would delay penalty payout even 
thougl) there would be ~n immediate benefit finc9me) jo the Npn-Participating Parties. !1 w9uld also be inconsi;;lel)t with the basis for use of excess 
caoaqty contemplated m Clause 14.03. The Part1c1P.at111g Parties do not have prefer~ntial n_ahts to use production infrastructure that falls outside the 
defl111tIon of Production Fac1llty. Any such use would be on such terms as the applicable Parties may negotiate at the time. 

ii) An Independent Well on the Joint Lands has P.riority for use of excess capacitv in a Production FacilitY. held for the Joint Account over an existing 
owner well using it for Outside Substances. This is because P.roduction from the Independent Well can ultimately benefit the Joint Account due to the 
acceleration of the cost recovery. Joint Account wells have the highest priority, even if drilled subsequent to an Independent Well or outside well. 

Clause 10.13 i) If the construction of a minor production facility is proposed for wells operated under the ·1974 or 198'1 document and fewer than all 
Parties with interests in the wells that would use it P,articipate, tfle non-p_articipants woufd either take their P.roduction to some other facility or negotiate 
a processin_g/trans1>ortation arrangement with the facility owners (if sumcien capacity in the facihjy is available). Production Facility provisions were 
introduced m the f990 documentlo address these types of issues (Clauses ·1021 and 1022 of ttie ·f 990 document). 

Clause 10.13 expands the options for Parties that do not wish to participate in the Production Facilify. It provides the Parties proposing to construct a 
Production Facility with the opportunity to achieve greater participation and use of the facility. However, these provisions do not require that all 
Production Facilities must be subject to an Operation Notice or constructed for the Joint Account. 

Subclauses 10.13A and Bare enabling provisions. They do not preclude the Parties from entering into a separate agreementlo constructoruse this 
infrastructure. They allow any Party to proP,ose the construction of a Production Facility throuoh an Operation Notice. Parties receiving that notice 
have the option to: (a) partic1pateh(b) elect not lo particiP,ate and take their production in kino~· (c) elect no_ t to participate and be subject to a cost 
recoveiy out of their production of r-efroleum Substances handled at the Production F acilitv: or 9} negotiate a fee to use the facility on the same basis 
as provided under Clause 14.04. The definition of Non-Participatin_g Pa(ly provides that a Pa[ly at makes the take in kind election in Par?g_raph B(b) 
or a fee election under Paragraph B(d} is not a "Non-Participating Party". In the context of a Production Facility, a "Non-Participating Pany· is a Party 
that elects lo be subject to a cost recovery as a result of its non-participation under Paragraph B(c). 

Any cost recovery would usually be paid out of production from wells located on the Joint Lands and using the Production F acilitv. Upon recovery of 
the prescribed cost recoveryl:itfle Non-Participating Parties have a ~rther election whereby they may choose to reject or accept participation in the 
facility, with rejection amoun ·ng to forfeiture of the rejecting Party's interest in the Production facility. 

The main principle in this Clause is that the construction of a Production Facility should be permitted. This is subject to the critical qualification that no 
Party is forced to participate in the facility, either directly (by paying its share of costs in cash) or indirectly (through a cost recovery mechanism). 

ii) Subclause 10.02A of this document has been modified, so that it no longer includes a sentence like the first sentence of this Clause. It has been 
retained in this Clause to encourage dialogue, as decisions about Production Facilities can affect an entire development project. 

iii) There are some practical implementation issues associated with the take in kind ootion for such matters as com_pensation for shutting in 
i>l'oduction

6
surface sharing and habilify and indemnification. Other than for the inclusron of a mutual liability and indemnification obligation, it is not 

feasible to e prescriptive about them oecause of the degree to which these tvRes of issues are situation dependent. These issues seem manageable 
in practice because of the Operator's role in conducting any work required to accommodate the election, particularly with the fallback into the 
Subclause 10.131 fee if issues are unresolved and the erecting Party ends up not taking in kind. 

iv) Paragraph (d) is new in this document but the fee option would probab!Y be considered by the Parties in practice in any event. The option may be 
mutually attractive because of the difficulties inherent in monitoring a facility payout account, particularly if there are multiple Participating Parties and 
the production is gas and associated pro_ ducts. It may also be attractive if a Party is not interested in acquiring its Ml share of capacity m the facility 
because it Is not as optimistic about well performance as the proponents {e.g., regards one well as uneconomic). In that case, me option may 
sometimes provide a platform for negotiation of an arrangement involving a lower level of participation in the Production Facility. 

In practice, a Proposing Party would often identify its expectation for the fee in the Operation Notice, even though it cannot unilaterallv impose its fee. 
A Receiving Parry considering the fee option would presumably initiate a discussion before expiry of the response period if the notice were silent. 

v) The deeming mechanism generally applies the take in kind approach in Paragraph (b). However, the fee approach in Par~graph (d) will apply if the 
nature of the proposed Production Facility is that ii is not feasiofe to take production 111 kind without using !lie Production Facility. 

vi) Only Operations that would result in a facility meeting the tests in the definition of Production Facility are within the scope of this Clause. A Party 
that receives a notice for an Operation that clearly does not satisfy those tests may reject the notice. This document includes more protection for the 
Receiving Parties. A Receiving Party has a ·10 Business Day P.eriod to notify the other Parties of its objections if it does not believe !fiat the Production 
Facilify meets the requirements in the definition of Production Facility (e.g., an objection that it is overdesigned to handle Outside Substances). Any 
such objection suspends the response period for the Operation No!Jce pending a determination under the Article 21.00 dispute resolution process. 

Subclause 10.130: ii This Subclause addresses the cost recovery process, where it is important to recall that a Party that elected to take in kind or 
p_ay a fee does not faff within the definition of Non-Participating Party. In essence! the meclianism provides that the Participating Parties will retain the 
Non-Participating Party's share of production from wells held hereunder that use he Production Facilitv until recovery of tt\e prescribed amount. As is 
the case with the calculation under Clause 10.07, the current expenses for royalties, Operating Cosfs and Facility Fees are deducted before the 
allocation of remaining proceeds to the outstanding capital amount. 

ii) Paragraph (c) recognizes that the Production Facility may be designed to provide only partial handling functionalijy, as additional product 
enhancement may be required at other upstream or downstream facilities. This could happen, for example, ifthe Production Facility provided field 
booster compression where the production requires further downstream handling. 

iii) A Non-Participating Party maY. already be subLect to a Clause 10.07 cost recovery for a well using the Production Facility. The Clause 10.07 cost 
recovery would take priority over the Clause 10. 1"3 cost recovery. If the Non-Par!Jcipating Par!Y's interest in other wells hereunder were subject only to 
the Clause 10.13 cost recovery._ it would then initially be from tliose wells. lfthe Clause 10.07 cost recovery were attained before the Clause 10.13 
cost recovery, the Clause 10.fo cost recovery would then apply to that Non-Participating Party's interest in that well. 

Subclause 10.13E: i) A Non-Participating Party has the option to pay in cash the outstandin_g amount to be recovered from its share of_production. 
The tax impact here would be based on an acquisition of tangible property (not "COGPE"), and includes the requirement to pay GST on the 
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acguisition. (This would be based on. ttie gross ('I OQ0/!') qutstanding &11Jount _of the .cost recovery amount .a~ prorate~ to that parl.y'.s Working Interest.} 
This may be attractive to a Non-Part1c1paflng Party 1f 1t wishes to part1c1@te 1n additional development dnlhng that will result in an increasecfuse of the 
Production Facility. This option coulo also be particularly attractive if an expansion is being considered under Clause 10.14 to accommodate 
increased volumes of Petroleum Substances. 

Th() _Participating Parties could also fii:id tJ:)e exen;:ise of this rig_ht attractive because ~ommon eiuity interests. early in th? development cycle can 
facilitate pool development. The Part1c1pating Parties can beneflt from a near term rece112t of funds versus receiving_ production proceeds over time on 
a le!;,s favourable tax basi_s) an<;! from p13rticipation in the tow.er rate of return Production Facilities. ayment also shifts the risk for pool performance on 
the interest from the Part1c1pating Patties to the Non-Part1c1pat1ng Parties. 

ii) A Non-Participating Partv considerillil the exercise of the acquisition right granted under this Subclause would typically conduct a due diligence 
review to confirm that the Production Facility is consistent with its expectations. 

iii) Although the Participating Parties would probably be receptive to this for Production Facilities constructed under the 1990 document this 
mechanism is new to this version of the document. ' 

Subclause 10.13F: Subclauses 10.07F, G and H and 10.09B apvtv, mutatis mutandis, to Clause 10.13. This ensures that the cost recovery 
infras ructure in Clause 10.07 and the Abandonment processes in Slibclause 10.09B apply to the Production Facility. 

Subclause 10.13G: A Non-Participating Partv that elected to be subject to the cost recovery mtg ht elect not to obtain an interest in the Production 
Facilitv after the cost recovery because of its belief that reclamation costs would exceed the value of the Production Facility to it The elections to 
accE)pt participation in the wen and in the Production Facility are distinct elections. It could accept participation in the wells, but refuse participation in 
the Proi:luction Facility. It would then have to negotiate a fee if it wanted to use the Production Facility for its share of production from ttie Joint Lands. 

Subclause 10.13H: A former Non-Participating Partv that exercises its right to acquire its Working Interest bY. paying the outstanding cost recove!Y 
amount in cash acquires its Working Interest in the Production Facility, effective as oflhe date oftflat payment anti subjectto Paragraph 10.13E(dJ. 
Once it becomes an owner, it shares the rights and responsibilities on the same basis as if it had originally been a participant in the activity. For 
example, it would assume its share of any outstanding craims against the owners and its share of the benefit of any revenue adjustment in favour of 
the owners during the period prior to the lime it became an owner. 

Subclause 10.13J: This Subclause provides the necessary fee mechanism if a Party that elects to take its production in kind fails to do so. The 
provisions of Article 6.00 also apply to the extent that this occurs, including the Clause 6.04 marketing fee. 
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Clause 10.14: i) This Clause applies the Clause 10.13 principles to the expansion of an existing Production Facility, subject lo Clause 14.02. If this 
occurs, an owner's options are limited to P.arlicipation or being subject to a cost recovery, witli no further election after recovery of the prescribed 
amount. Thal P_arty does not have the rig tit lo forego acquiring its interest in the expansion after the cost recovery, as this would require the creation 
of functional units with different ownersfiips and greatly complicate management of the Production Facility. 

This mechanism deviates from the principles that apply to a significant facility under a typical, detailed facility agreement, such as the PJVA CO&O 
Agreement. It would not force a non-participating owner to participate in an expansion orto pay for it indirectly through a cost recovery. Because of 
the unique handling and to encourage dialogue, this document has been modified to decrease an expansion cost recovery from 200% to 150%. 

Whf!n considering this principle, it is important to remember that the Operating Procedure is only intended to apP.IY to a minor facilitv for which the 
Parties choose not to prepare a separate facility agreement. The application of a cost recovery to minor expansions of such a Production Facility 
allows it to ~ontinue to be gove_rnf!d by the Operating Procedure. Pa.fries that find this objectionab(e, however may pre(er to: (a) try_ to negotiate an 
alternative in the context oT their s1tualion; (b) prepare a se~rate fac11!ty agreement; or (cJ delete this portion of the provision and modify Clause 14.02 
to exclude any Production Facility being expanded if fewer than all owner Parties agree to the expansion. 

ii} A Non-Participating Party in the Production Facility is to be provided a copy of the Operation Notice for the expansion. II has the option under 
Subclause 10.13E IQ pay in cash the outstanding amount to be recovered from its share of the production to become a Working Interest owner in the 
Produ~ti.on Fa_cilify. MaK1ng_ that paYTT1ent _before expiry of the response period for the expansion of the Production Facility wouldlhen enable itto elect 
lo participate m ttie expansion as a Working Interest owner. 

Subclause 10.15A: i) The Operator of an Independent Operation is to provide the affected Parties (Non-Participating Parties and Participatirig Parties 
assumin_g the Non-ParticiP,at1 g Parties' costs) with periodic statements showing the status of the cost recovery unaer the ap.Qlicable provision (9.03t 
10.07, 10'.08, 10.13 or 10.14 nee the Non-Participating Party 1s entitled to information from the Operation unaerClause 10.19. Previous versionso 
the document included an o · to issue statements on a monthly basis. This obligation was tvpically ignored and the cost recovery status 
monitored infrequently by bot perator• and the Non-Participating Parties. The more specific oblrnations 1n this Subclause are intended to help 
address this problem. Tfle oblig_ations are largely based on Clause 6.0'1 of the 1997 CAPL F armout & Royalty Procedure. It, in turn, had largely been 
based on the 1989 P JVA Well Payout Calculation Study. 

Having reasonable information of this type on hand is particularly important if a Party is disposing of its interest. 

iii Notwithstanding the expectations set forth in this Clause, industr:Y.'s implementation of the Clause in Qractice is likely to be "laroeted comoliance·. 
There are wells tnat warrant the administrative effort contemplated by this Clause and those that do not, and both Operators ana Non-Parficipating 
Pa_rties wil! govern themselves accqrdingly in practice. A Non-Participating Party can quickly assess if an Independent Well may be material to it by 
using public data to look at production rares. 

iii) The Operator might only have particiP.ated for its Working Interest share of costs and conducted the Operation under Alternate 10.04A(b). The 
Proposing Party would have the monitoring and reporting ooligalions under this Clause in that case. 

Subclause 10.15B: The cost recovery calculation can be complicated greatly if multiple Participating Parties have assumed the Non-Participating 
Parties' costs. They would typically sell into different markets at different pnces, and the Operator would seldom be aware of the range of actual 
prices. Their cost structures could also be verY different if they have different ws1tions in regional infrastructure used to handle the production subject 
to the penalty (e.g., facility owner, fee user). The handling of Facility Fees and proceeds in this document mitigates these issues. 

Subclause B enables the Operator to use its own cost and revenue information as a proxy for that of the other Particir,aling Parties when doing a 
100% calculation. Rememoer, though, that Subclauses 10.07A and 10.130 generally require use of a "Markel Price' for production proceeds. 

Subclause 10.1.5C: The. cost recove!Y is calculated on a financ.ial month basi~, with a financial adjustment to accounts. Insofar as there are (:hanges 
to debits or credits used 1n the qilcula!io_n (e.g., delayed recog_rnl1on of Operating Costs, 1mpactof J3th month adJµstmentl, !~ere wt!I pe a_n adJustment 
to the Parties' accounts al the time. This approach also applies to adJustments for the penod pnor lo the election to obtam parl1c1palion. 

Subclause 10.150: A Non-ParliciP.ating Party has audit rights on the same basis as under the Accounting Procedure, with Clause 21.03 potentially 
applying to unresolved audit exceptions. Any such audit will also be conducted in accordance with the then most current PASC Joint Venture Audit 
Protocol. Audit rights extend beyond the O_perator of the Independent Operation to the other Participating Parties that assumed the Non-Participating 
Party's share of costs. In practice, a Non-Participating Party would only even consider the expanded audit if the well was significant to it and there 
were a concern that the Operator's handling wasn't representative. 

Subclause 10.15E: i) One of the historical difficulties with Clause 10.15 has been the lack of consequences for failure to issue the required periodic 
statements. This version of the document introduces a mechanism whereby a Non-Participating Party may conduct an audit for the account of the 
appli~able Participalirm Parjies if it does not receive a statement within 60 days after a forl]1af reqt,1esl. A Nqn-Partic\pating P!:!rty is mqre likely to 
consider this mechanism 1f 1t has prevmusly made several requests for the statement, particularly 1f the well is potentmlly s1grnficant to 1t. 

ii) Any such audit is at the expense of the Participating Parties that assume the Non-Participating Party's share of costs, even though the "Operator" is 
Ifie Party that has refused to satisfv the reporting obligation. This structure was desiqned to encourage Qerformance by causing the other Participating 
Parties to take greater interest in fhe proolem 5ecause they would also be requirea to bear a share of the cost of non-compliance. 

iii) This also provides the Participating Parties with a basis to replace the "Operator". Clause 10.16 applies the other P.rovisions of the document 
mutatis mutandis, between the Parties. The replacement processes in Subclause 2.02B would apply to an 01?,erator in aefault of its obligations that 
does not remedy the default within 30 days after receipt of a default notice from a majority in interest of the Non-Operator· Participating Parties. 
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Subclause 10.15F: It is not uncommon for notice of a cost recovery notto be issued to the Non-Participating Parties or to be issued later than ii 
should have been. A Non-Participating Party is entitled to interest on the funds to which it would have been entitled had it elected to resume 
participation when the notice shoula have been issued. To provide greater protection to the Non-Participating Parties for the debt owing to them they 
also have access to the general default remedies in Clause 5.05. ' 

There is little likelihood that this provision would apply if the required statements were, in fac!i being issued under Subclause 10.15A. The most 
practical impact of the Subclause will be to ensure that there is an incentive for Proposing Pa, 1ies to comply with that Subclause. 

ClauJe 10.1 p: It is not well understood that an lndeP.ende.nt O_per!:ltion i~ basically conducted for the • Joint Account• of the Participating Parties 
notwithstanding the ~pecral status relative to Non-Partic1patmg Parties. This Clause ensures that such provisions as Articles 4.00-9.00' and 16.00 ani:l 
Clauses 3.04, 3.05, 3.06 and 3.11 apply, mutatis mutandis, to the Participating Parties in an lndepenclenl Operation. 

Clause 10.17: Suppose A, Band C hold respective Working Interests of 50%, 25% and 25%. A elects not to participate in an Exploratory Well B 
elects to participate only to the extent of its Working lnteresrand C elects to assume A's entire share of costs. ' 

As Chas assumed A's entire share of costs, the benefits associated with A's penalty (whether cost recovery, Subclause 10.13E cash payment or 
Clause 10.10 forfeiture) should accrue only.to C based on the matching of risk and reward to the jncrementafinteresls and costs. In the absence of 
the first sentence, B ant! C would allocate me benefit of the Qenalfy belWeen them in the proportions of their Participalin~ Interests because of the 
second sentence. B would literally receive 25% of the benefit wiltioul assuming even $1 of the Non-Participating Party s costs. 

The allocation of interests in the first sentence was introduced in the 1990document. The allocations under Clauses ·I01oand 10'16 of the 1974 and 
1981 documents were stated to be in proP.ortion lo the Parties' Participating Interests in the Independent Operation, and many international and 
frontier agreements use similar language. Notwithstanding this gap, it is unliRely that Parties would dispute this issue in practice if it were discovered 
in a timely manner. This would probably only ever be an issue if an allocation error either was not recognized or was discovered well after the fact. 

Clause 10.18: il This provision addresses both liability and indemnification. It also applies lo Operations conducted by fewer than all Parties under 
Clause 7.07 and Article 9.00. 

ii) The Participating Parties are responsible for Losses and Liabilities suffered by the Non-Participating Parties, insofar as they are caused by the acts 
or omissions of the Participating Parties, submct to the special handling of Extraordinary Damages unaer Clause 4.04. The exclusion of Extraordinary 
Damages provides greater protection lo the Participating Parties than existed under all previous versions of the document. 

iii) There are circumstances in which it would be arguable that a Non-Participating Party had contributed to the loss by its actions or omissions. 

iv) The Clause also applies to the Participating Parties and a Receiving Party that exercises its right to lake in kind or pay a usage fee under 
Subclause 10.0SF or 10.13B. 

Clause 10.19: i) Information from an Independent Well will initially be withheld from a Non-Participating Partv. Except for Clause 10.10 wells and 
subject to Paragraph 5.05B(b) (withholdrng of information due to a default), a Non-Participating Party wiTI generally be provided the existing 
information at !tie earlier of !tie date it becomes a Participating Party or the date prescribed by Paragraph (a) or (b). 

For drilling information from a new well or a Deepening or SidetrackinQi the OP.era tor will provide a Non-ParticiP.ating Party with the drilling information 
prescribea by Clauses 7.02 and 7.03 150 days after the applicable urilling rig release date. fThis is basically a 60 day increase relative to prior 
versions of llie document.) For this purpose, a Deepening o( Sidetracking conclucted on a welt prior to its initial drilling ng release is r~arded as a 
single, continuous Operation. A Deepenirm or Sidetrackrng conducted in conjunction with the re-entry of an existing wen is regarded as a distinct 
Operation, such that a Non-Participating P-arty in the entire well would receive the applicable drilling information on a staged oasis. 

Paragraph (b) handles Completion and production information differenlly_lhan in prior versions of the document. A Non-Participating Party is entitled 
to receive that information at the later of: (1) the date prescribed by Paragraph (a), if applicable to that Non-Participating Party (i.e., a Non
Participatin!l_Party in the initial applicable dolling Operation); and (2) 90 days after he conclusion of the applicable Completion, Recompletion or 
Reworking. ,his structure addresses a problem in prior versions of the document in circumstances in which the participation differed. (A Non
Partic1pat1n.9 Par!Y in the entire well could sometimes obtain Completion and production information before a Party that participated in drilling the well, 
but no its Completion.) 

iQ To illustrate the aP.plication of the Clause, assume that A elected not to participate in the well, B particjpated in drilling the well, but not the 
completion of the wel and C_participated in all Operations. A would be entitled to the drilling information 150 days after the ri~ release date of the 
well. It would be entitled to Completion informatmn at the later of that time or 90 da~ after conclusion of the Completion i.e., it would obtain 
Completion information ·I so days after rig release if the Completion concluded 90 days after rig release). B would obtain the dri ling information on a 
current basis because of its participation rn the well. It would obtain the Completion information 90 days after conclusion of the Completion, such that 
it would receive the Completion data at the same time as A. 

iii) The timing of.the release of well information is subject. t.o four qualinciitions. firstly, the Partidpatjng Parties may choose to release inforn:iiitiof) to 
accelerate erections under Subclause 10.02F for an addI!Ional well wIlhrn 3.2 kilometres of a wen dnlled hereunder. Secondly the Non-Parllcrpaling 
Parties may_have access to some of the information earlier from re911latory authorities insofar as the confidentiality period forttie information under 
the Regulations is shorter than that provided under this Clause.-Thirdly, there is an obligation to provide Completion !voe information that is 
subs~uently acquired. Fourthly, the obligation does not apply to information from wells that nave an exRerimental status under the Regulations (i.e., 
certain unconventional gas wells), lo recognize the commercial sensitivity of disclosure of information from those wells. 

iv) The reference to the date a Non-Participating Party becomes a Partic1Pating Party !)Srtains to a cost recovery under Clause 9.03, Subclause 
10.07A or Clause 10.08. A Non-Participating Party never becomes a Participating Party for a D&A Independent Well. The delayed receipt 
mechanism in this Clause always applies to a D&A well. 

v} The ob!igation to provide information to a Non-Participating Partv relates to the specific well, and does not apply insofar as Clause 10.10 applies to 
!tie well. There are two subtleties about this construction. Tfie first is that the obligation to disclose !he information would not apply to any portion of 
the well to which the Clause 10.10 penaltv applied, but would apP.lyto the extent that !he cost recovery mechanism (i.e. Clause 10.07) applied to a 
portion of the well. The second is that the fest is linked to the penalty on the well rather than to the status of the well asa Tille Preserving__Well.A Tille 
Pre!jerving Well, for.example, that is drilled on lands that are not expiring, but which preserves other Joint Lands, would not relieve the-Participating 
Parties from the obhgatIon m !hrs Clause. 

vi) Users should be aware of the pending obligation to release data for wells when considering acquisitions of additional lands at Crown sales or from 
third parties. A Party._ for example, would not want to cause offsetting lands to be offered at a Crown sale 160 days after the rig release of an 
Exploratory Well, as the Non-Participating Parties would have access to the well information prior to that sale. 

vii) The Regulations respecting the release of well information can vary materially by jurisdiction. Prudent Parties should understand those 
Regulations when planning drilling programs in jurisdictions in which they ao not have significant recent experience. 

Clause 10.20: The Participating Parties could also be negotiating tract factors/pooled interests for other lands in which they have an interest. They 
may only unitize or pool a well subject to a cost recovery with tne Non-Participating Parties' consent, which may not be unreasonably withheld. 
Ultimately, this reflects the fact that the cost recovery does not alter the Working Interests in the applicable Joint lands. 
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Some of the issues to be considered by the Non-Participating Parties for a pooling would be the allocation of production, clarification ofthe impact of 
the financial arrangement on the cost recovery calculation, the material provisions of a pooling agreement (i.e., cross-conveyance or no cross
conveyance, the pooled substances/zones, the treatment 01 encumbrances and the elections under the Operating Procedure}. 

Clause 11.01: i)The surrender process is distinct from the process of not participating in a temporary continuation or extension of a Title Document 
for an incremental fee under the new Subclause 3.10E (e.g., an Alberta Section 17 one year continuation). 

ii) Failure to re?P.ond is d_eerned to be.an election to retain whic;h has been the preSU!TJJ)tiqn since. the 1971 document. A npn-responsive Party that 
discovers that 1t 1s ac\'.jumng 111terests 1t does not want would typically respond very quickly m practice. The net effect of a qwck phone call after expiry 
of the election period wou@ probably see prompt confirmation of tlie surrender. (See also Clause 12.01 .) 

iii) All of the previous versions of the document included a revocation right up lo the end of the election process. The last sentence modifies this 
approach, and allows a Party to change its election not later than three Business Days after expiry of the response period if at least one Party elects 
not to join in the surrender. This could place an additional administrative burden on the Operator/Title Administrator if ii calculated the revised 
interests prior to e_xpiry of the r~sponse _period. Howev_er, th~ provision should not pose a problem in practice .. It is lj~ely to minimize that burden 
because its most likely appllcat1on would be to the case m wh1cti the Party that proposed the surrender reversed its position after seeing that the other 
Parties elected to retam their interests. It would be most likely to consider the exercise of this rightif the surrender involved only a portion of the Joint 
Lands. The sentence ultimately reflects a pc>licy ob/·ective of allowing Parties to continue to hold the Joint Lands jointly, to avoid segregation issues 
and other potential equity issues overtime. (See a so Clause 12.0·f:) 

Clause 11.02: i) A Production Facility may be a _profit centre for Outside Substances, so a Party would generally retain its interest therein. A 
Production Facility might be managed outsiae the Operating Procedure under a separate CO&O Agreement at this stage because of Clause 14.02. 

ii) The Title Administrator would process the surrender with the lessor if it is a different Party than the Operator. 

iii) A surrender by all Parties does not release them from any accrued liabilities, such as Abandonment obligations or other Environmental Liabilities. 
The Agreement will continue to apply to those liabilities. Otherwise, the 0Qerator could initially be responsible for them and potentially find itself 
attempting to recover amounts several years later when some of the other Parties are reluctant to assume their share of those costs. 

Subclause 11.03B: i) The surrender is effective on the day before the obligation date. Subject to the limited revocation election, the Parties' 
contractual rights woufd have crystallized 30 days before this date under Clause 11.01. 

ii) Unless otherwise agreed by the retaining Parties, the transfer will be in proportion to their Working Interests. 

iii) The transferors' share of the estimated net salvage value of the material and equipment on the surrendered lands1_ less their share of the 
Abandonment costs of any associated wells and other applicable Joint Propertv, is to be determined within 30 days aflertne deemed assignment. 
Accounts will be adjusted accordingly within 30 days after this deterrnination'L. wifti the matter potentially referred to arbitration under Article 21.00 for 
resolution insofar as they are unable to agree. Parties owed an amount will nave access to the remedies in Clause 5.05 if accounts have not been 
adjusted at that time. Slibclause 5.05D ensures that a Party owed an amount retains other legal remedies for any amount owing to it 

This could require the surrenderino Parties to pay an amount to the retaining Parties if the estimated Abandonment costs exceed the estimated net 
salvage value of the assigned material and equipment. This mitigates the nsk that a Party would surrender to attempt lo avoid Abandonment costs. 

iv) The assignment under this Article occurs throug_h operation of the Operating Procedure, such that no separate notice of assignment is r8\'.Juired 
because of the second sentence of Clause 24.04. "Some Parties may still prefer to complete a notice of assignment after a surrender to optimize the 
paper trail on the file, particularly if there will be segregation /Article 13.00) as a result of the surrender. They need to remember, though, that the use 
of a NOA would defer the timing for the transfer ol responsibility of obligations for the surrendered lands. 

Some documentation may be required to reflect the assignment, though (e.g., a Crown mineral transfer or a trust agreement). 

Subclause 11.03C: A surrendering Party is not released from obligations that accrued prior to the surrender (including Environmental Liabilities, 
obligations with respect to apP.roved Operations and those associa1ed with an emergency) and its obligation to mainta111 information confidential. 
However, this does not extena to the obligation lo Abandon any well on the lands so assigned, since me estimated Abandonment cost (including 
reclamation costs associated therewith) was taken into account under Subclause 11.03B when the accounts of the Parties were adjusted. 

Subclause 11.03D: Assume that A, Band C acquire a licence and that A subsequently surrenders its Working Interest in half ofitto Band C. Band 
C acquire certain obligations with respect to those lands

1 
where failure to perform some of those obligations could comP.romise the abilitv to retain the 

rights jointly held witli A in good standing. If, for examp e, B and C did not surrender the acquired rands and then failed to pay rentars or a lessor 
,ayalty, the entire Title Document would be in jeopardy. 
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B ar:id C are therefore required to maintain the lands surrendered by A in good standing if failure to do so could prejudice A's title to the retained 
portion of the licence. However, they are never obligated to conduct an Operation on the lands they acquired through the surrender. 

Clause 12.01: i) The interrelationship between this Clause and Clause 10.08 Recompletions has historically not been well understood by users. 
Assume that a Joint well is no longer caP.able of production in Paying Quantities from the Z formation when one Party believes that an uphole 
RecomP.letiqn should be pursued in thE:) T formation. It should_propose a RecomP.le!ion under Clause 10.08 in which one component of the Operation 
Is the plugging of the downhole PQrtIon of the wellbore. The costs of the i:lownhole abandonment are within the scope of the definition of 
Recomplel1on, so those costs would be included in the associated Paragraph 10.07A(e) amount if a cost recovery applied to the Recompletion. 

ii) See the annotations on Clause 11.01 about the consequences offailure lo respond and what that may mean in practice. 

iii) The se5=ond last sentence i~ new to this versio!) of the_ document. Any Party may revoke its notic;e_to_particiP.ate in an Abandonment not later than 
three Business Da~_~fter expiry of the 39 d/:IY notice p~nod If l:jt least on~ Party has elected nqt to Jom m the Abandonment. (See the annotations on 
Clause 11.01 for ai:ldI1ional context on this ngllt.) Notw1thstandmg that this process may result m the election not being finalized for several days after 
expiry of the election perio(!, the assignmerils are deemed to be effective as of the end of the election period so tflat there is consistency in the 
preparation of assignment uocumentation. This also allows for an earlier release for the Abandoning Parties.' 

iii) A Pai:tv may not serve notice to Apandon a well during.a oeriod in which there is an emergency respecting that well. Similarly, any such notice will 
be void if an emergency occurs dunng the response penod. 

iv) The Abandonment obligations for a Production Facility are embedded in the definition of Abandonment and Clauses 1.14, 3.04 and 3.05. 

Clause 12.02A: i) The purpqse of the Abandonment Article is to enable the retaining Parties to continue to use the wellbore for ex tion of the 
producing/Completed formation(s). Other than for foregoing their share otproduction from that formation through that well, the Aban g Parties' 
rights forlhe Jomt Lands included m the Spacing Unit remain unchanged. The Abandoning Parties have Working Interest rights if the 1g Parties 
subsequently choose to use a different wellbore to exploit that formation at a different location in the Spacing Unit. A SIaetracking rn o tfie same 
formation would involve the use of a different wellbore because of the incremental drilling activitv to a different focation in the formation. In essence. 
the Abandoning Parties have a Working Interest in the formation, but no interest in the well or fhe associated production. · 

ii} There is an adjustment of accounts to reflect the estimated Abandonment costs under Subclause 12.02B. Subject to the application of Article 
15.00 to encumbrances not borne for the Joint Account, the retaining Parties basically acguire the assigned rights on an "as is, where is" basis and 
assume full resl)onsibility for all Environmental Liabilities with respect to the assigned interests, regardless of when they may have accrued 
(Subclause 12.02C). This is consistent with the result in industry's typical A&D transactions. 

Notwithstanding that general outcome, there ma.v be some circumstances in which the Parties negotiate a different outcome because of some known 
Environmental l.iabilifies, particularly ii reclamation work is then ongoing for an mcident off the well site. 

iii) Unless otherwise agreed by the non-Abandoning Parties, the assignment will be in proportion to their Working Interests. 

iv) The Regulations increasingly include restrictions on well licence transfers whereby certain assignees may be precluded from acceP.ling a transfer 
of the welllicence. The Parties need to review these restrictions at the time of any proposed assignment of a well licence under ltiis Article. The 
Operator would need to be eligible under the Regulations to accept the transfer of the applicable well licence. 

If none of the retaining Parties would be eligible to accept a transfer of the well licence under the Regulations, each Party will be deemed to have 
elected to join m the proposed Abandonment and the Operator will proceed with Abandonment, unless otherwise agreed by the Parties. 
Notwithstanding that statement, the Parties would, in practice, be mutually motivated to consider how best to address this at Ifie time in the context of 
their particular circumstances and the Regulations then in ef1ect in the applicable jurisdiction. 

v) The limited assignment of a Working Interest under this Article occurs through the operation of the Operating Procedure, such that no separate 
notice of assignment is required because of the second sentence of Subclause 24.04A. The preparation of a nolice of assignment could also create 
confusion, as-the Working Interests in the Joint Lands are not being altered. However, some documentation may be required1o reflect the assignment 
under this Clause _particularly if the Operator is an Abandoning Party (e.g., a tran~fer of the well licence, a transfer of the aP.plicable surface 
dispositions and obngallons and any applicable equiP.ment rentaror service contracts . It is also imwrtant for a new Operator unaer this Clause to 
ensure that notices are distributed to other affected ttiird parties for such matters as uti ities and municipal taxes, and thaf signs are modified. In many 
ways, the assignment process should be managed in the same manner as an A&D transaction. 

Subclause 12.028: The transferors' estimated net salvage value of the material and equipment for the well, less their share of the Abandonment 
costs of the well, is to be determined within 30 days aftenhe transfer. The Parties' accounts will be adjustea accordingly within 30 days after that 
determination, with any dispute potentially resolved ultimately through arbitration in Article 21.00. 

This calculation would require the transferors to pay an amount to the retaining Parties if the estimated Abandonment costs exceeded the estimated 
net salvage value of the assigned material and equipment. 

Subclause 12.02C: Subject to Clause 12.03, the non-Abandoning Parties generally assume alf obligations accruing for the well after the takeover. 
However, the Abandoning Parties are not released from their future share of costs lor any emergency that had occurred prior to the transfer, other 
than to the extent already included in the adjustment of accounts. 

Clause 12.03: The Abandoning Parties assigned their interest in the well and their Working Interest share of Petroleum Substances produced through 
the well from the Completed formatLon. They otherwise retain their Working Interests in Ifie Joint Lands. such that they have_participation rig_hts for 
Operations in other formations or a Sidetracking in the same formation. They will have a participation right under Clause 10.08 if the retaining'Parties 
later use the well for an uphole Operation. This participation right includes !tie ability to acquire a Working Interest in the well that corresP.omfs to their 
Working Interest in the applicable Joint Lands, with a resultanradjustment of accounts on the same basis as prescribed by Subclause 12.02B. This 
basically sees them reacquiring a Working Interest in the well for fittle incremental consideration. This reflects the factthafthere had been a previous 
adjustment of accounts for the well througll which the retaining Parties acquired their incremental interests for a low cost (i.e., after an adjustment for 
Atiandonment costs applicable lo the assigned interest). This mechanism is designed to put the Parties in the same position as they would be in if a 
plugging back and uphole Recompletion were initially presented. 

Clause 13.01: i) The aP.plication of the document to the heterooeneous ownershiP. case can be confusing. The Clause applies if any portion of the 
Joint Lands: (a) ceases to be held in the same percentages as trie Working Interests in the balance; (b) Is neld by fewer than all Parties; or(c) is held 
by a mix of different Parties. In essence, each common Working lnteresf portion of lands will be held as if the applicable owners are Parties to a 
separate agreement having the same terms, exceP.t for the change to the interests/Parties. An Article 9.00 or 10.00 cost recovery does not result in 
segregation, as the Working Interests in the Joint Lands remain unchanged during the cost recovery. 

This provision and Subclause 24.048 reflect a CAPLA initiative on the segregation issue. This Clause is similar to the i:irovision in the previous 
versions of the document, other than for: (a) the use of the reference to !lie "Agreement", instead of the "Operating Procedure"; and (b) the 
presentation of parallel agreements, rather than a parent agreement and a s_pinoff aqreement as in prior versions of the document. The biggest 
unpact will be in the third parties identified in a notice of assignment. It will often see 1he NOA for a partial assignment delivered only lo the same 
Working Interest Parties that receive notice of the disposition under Clause 24.01, an administrative practice thaf has already been commonly used. 

ii) To illustrate the impact of this provision, assume thatthe Parties' Working Interests in sections 1 and 2 were initially held by A, Band C1 and that A 
and B later acquired all of C's interest in section 1 because of a forfeiture. Bis now proposing to dispose of its entire interest in both sec1ions when 
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there is a ROFR obligation. B would serve one ROFR notice to A for section 1 and a separate ROFR notice to A and C for section 2 as each section 
is treated as being subject to its own Agreement. This is the same outcome as would have occurred in previous versions of the document. 

iii) Not all changes of interest will be thro\jgh a NOA due to an Article 24.00 disP.osition. Other transfers of interest can occur by operation of the 
Agreement, sucll as a Clause 10.10 forfeiture, a surrender or an Abandonment. Those provisions stale when that change is effective. 

iv) The documei:it does not pres<;ribe ftle manner in which a Party manages "separate agreements" in its records system. Most Parties would probably 
manage them simply as "splits" m their contracts database. 

v} This provision plso applies, mutatis mutandi~ to a Production Facility, assuming that it is not governed by a sei:>arate CO&O agreement. In practice 
a Party would typically el!¼ct und!¼f Clause 14.0"' to have such a.Pro.ductIon Facility manaoed under a separate CO&O agreement if it was concerned 
about use of the Procfuction_F acIhtv to handle production with dIffenng ownership. It coulcf do this because all [)roduction using the Production Facility 
would be regarded as Outside Substances for the purposes of the segregated agreement that was created for the Production Facility. 

vi) A Party assigning an interest when this Clause applies must be aware of any special issues that could · because of the creation of a 
segregat~d block. Issues relating to such matters as an outstanding area of mutual interest, joint Production Facili and if stratigraphic segregation 
the handlmg of existin_q wellbores, would. need to be addressed on a transaction specific .basis. Given the com . s P.0tentially associatea with this 
Clause, the affe~ted F'artIes r_nay_sometImes find It helpful to supplement the Clause with a letter agreemen that adaresses more specifically the 
outcomes m their particular situation. 

vii) There is a consolidation of separate agreements insofar as lands in different agreement splits are again held in common Working Interests. 

Art.ic;le 14.00.f~eneral}: i) Production f~cilities of any significance, in ter_n:i~ of capital investment, ca[)acitY, risk or complexity, should be governed by 
md1v1dual facIIty agreements. There will always be a class of mmor facIlll!es, thoug_h, that does not Justify the time and expense to create specific 
agr.eernents, such that owners often construct, QWn and operate a minor production-facility without aov agreement specifically intended to cover those 
acflvItIes. Pnor to the 1990 document, the applicable owners often purported to.. apply tfie terms of ·the Operating Procedure governing the lands 
served by a facility to administer their relationship for the facility, even though the facility was outside the aocument scope. 

Article 14.00 provides some basic terms required for the construction\ ownership and operation of such minor facilities. Situations that demand more 
extensive terms should be addressed in a separate facility agreement. The initmtive of the PJVA to develop the 1996 PJVA CO&O Agreement and 
the updated ·1999 PJVA CO&O Agreement lias greatly simplified the process of preparing asset specific facility agreements. 

For simplicitv and to recognize actual operating practices for existing minor facilities, this Article has been limited to items of universal application to 
that.minor era~~ of facilitie.s. The Article deviares from the "norm" found in focmal facility agreements in sorne i_nsta.nces.to reflect the n.ature of the 
facI1!tIes forwhIch It Is designed. For example, owners are not charged a capital fee for using surnlus capacity m this Article. While not ideal from a 
"fairness• objective, this reflects the admimstrative burden management of a traditional fee Tor tliis type of facility would place on the Operator. 

This Article will seldom apply to significant facilities in practice, so it is not appropriate to address all of the issues normally included in CO&O 
agreements. Parties that are uncomfortable with this should prepare a separate CO&O agreement in each such case, and Clause 14.02 in this 
document will also see some Production Facilities later ceasing to be governed by this Article. To provide a depth of coverage comparable to that 
included in a CO&O agreement would have encouraged Parties to use the Operating Procedure when they should be using a CO&O agreement. 

ii) Parties need to remember that the segregation concepts in Article 13.00 can also apply to a Production Facility. 

iii) The Abandonment obligations for a Production Facility are embedded in the definition of Abandonment and Clauses 1.14, 3.04 and 3.05. It is 
unlikely !hat a Production Facility of significance would be Abandoned under this document, though. It is far more likely that such a facility would then 
be subJect to a separate CO&O agreement because of Clause 14.02. 

Cl1!!1:1se 14.01: This provisiQrJ establishes the basis of ownership for a Production Facility. 11 is subject to Clauses 10.13 and 10.14, the independent 
facility and expansion provIsIons. 

Clause 14.02: i) As noted in the general annotation abovehthis Article has been structured to address minor facilities that are initially used only for 
Petroleum Substances from the Joint Lands. The use oft e Production Facility for Outside Substances may later increase to the extent that the 
simple Rrocesses in the Article are no longer appropriate. This Clause creates tnggering mechanisms whereby a Production Facility ceases to be a 
Production Facility and must be managed-under a separate CO&O agreement based on the most recent PJVA model and the Accounting Procedure. 
This is a major improvement to the document that has been made possible by industry's broad acc®tance of the PJVA model. The Parties always 
remain free lo use a differentfom1 of CO&O Agreement at the time {i.e., a previous version of the PJVA form). 

There are three triggering_events. The first is that any Party mav, by notice, re uest this result if the Production Facility will be used to handle the 
Outside Substances of a-1-'arty or a third parJ.y (incluctmg any resulting from a ted agreement created under Clause 13.01 ). A Party would 
typically only exercise this righ1 in practice if it regarded tlle negative economic f thafuse on ii as warranting the effort reguired to prepare and 
administer a CO&O agreement for the facility. Tfie second is tf\at any agreed expa n will automatically cause tfiIs outcome if the expanded facility 
would then be used to-handle Outside Substances or it no longersafisfIes the cond n in ParagraP.h (drof the definition of Production Facility (e.g., 
no fractionation of Petroleum Substances), to recognize the resultant change in the nature of the facility. The third is that the Parties may agree 1o 
create a new agreement. 

ii) The Parties are always free to agree to allow the document to apply for longer than the periods specified by Paragraphs 14.02(a) and (b). 

iii) The Clause does not allow the provisions of the Operating Procedure to "bridge" ar:iy ga_p that may occur if a separate CO&O agreement is not in 
place on the date that construction relating to any significant ex[)ansion Commences. The Parties should attempt to ensure that the Commencement 
of the facility expansion coincides with completion of the CO&O agreement or that they have bridging documentation. 

iv) The preparation of the conterrmlated CO&O agreement would be complicated significantly if a cost recovery then applied under Clause 10.13 and 
10.14, as the Non-Participating Parties' future rights for the facility would not be eliminated tiy this change in status. However, a Non-Participating 
Paf\y may fin.ct it attractive to pay in cash unqer Subclause 10.13E the outstanding cost recovery amount applicable to itto obtain its Working Interest 
earlier. This Is particularly so for an expansion. 

v} While the other ()rovisions of the Article still accommodate continued use of a Production Facility for Outside Substances, this will probably only 
occur in practice if the use and the associated fees and costs are relatively insignificant. 

Clause 14.03: i) Subject to Clause 14.02 and any agreement made under Clause 14.04 this Clause prescribes a Pai:ty's rights to use a Production 
Facility with respect to primary capacity, surplus capacity and priority of use. Production Facilities, by definition, are initially intended to be designed 
and used exclusively for the production, processing, transportation, etc. of Petroleum Substances produced from the Joint Lands. However, it is a 
recognized principle of ownershiP. in any facility that an owner may use its capacity and ailable surplus capacity to handle its hydrocarbons, 
regardless of source, as long as the other production is consistenfwith the facilitv's ope arameters. The handlmg of Petroleum Substances 
produced from the Joint Lancls takes prionty, though. To simplify the administration of 1 inor facilities, no capitallee is charged to any Party 
using surplus capacitv, as the resulting fees would-generally not Justify the associated ad Is ration. Howeve_G a Party concerned by the degree of 
use of surplus capacily is free to try to negotiate a oifferent outcome using the leverage available to it under L,lause 14.02. 

ii) Parties that wish a different outcome without creating a separate CO&O Agreement could modify the provision to include a Paragraph (c) like the 
following: "any Party using such surplus capacitv in excess of its owned capacitv in a month will pay a fee for that use to those Parties owning it on the 
same basis as contemplated in Subclause 14.048. The Operator will: (i) credil the ca()ital component of any such fee to the Parties on a monthly 
basis in proportion to their respective contributions of that s...urplus capacity; and (ii) make any reguired adiustment to that credit distribution for the 
preceding year within ·1ao days after the end of that year." I his logic mighl also oe extended to Clause 14.04 fees. 

Clause 14.04: i) Significant third party usage of Production Facilities should not occur because of the definition. Howeverbsome custom handling of 
Outside Substances is expected during the life of a facility. Clause 14.04 provides a foundation for this if a separate CO& agreementis not crealed 
under Clause 14.02. This ensures that all facility owners agree to the arrangement and share in the resultant benefits. 

-46-



ii} To simplifv the administration of these minor facilities, the foundation principle is that the capital component of fees received for the custom 
handling of Outside Substances will be allocated among !lie facility owners in proportion to their ownership interests. The operating cost component 
of the fee is credited to the Operating Costs for the Production Facility. 

This treatment is diff~rent fror_n industry practice for significant facilities Uf)derCO&O agreements. They allocate thE,, capital component offees based 
Jn the surplus capaa!Y contnbuted by each owner to handle those Outside Substances. The apP.roach under this Clause is a g__enerally accepted 
m~thod of allocating ttiose fees for mmor facilities. If this outcome is objectionable to the Parties, it is a good indication that the-Production Facility 
might best be managed under a separate CO&O agreement. Clause 14.02 facilitates this result. 

iii) The reqyirement that third party fees be determined by all Parties could _pose a problem if there are a large number of Parties and some hold small 
interests. The provision ~dqresses p~rt of this concern oy i_ncluding a mechanism µnderwhich a Party's {lpprqval is deemep if it does nQt object_ to the 
proposed arrangement w1th1n 'IQ Business Days after receipt of the Operator's notice. (The deemed affirmative outcome 1s also consistent with the 
result in the '1996 and ·t999 PJVA CO&O Agreements.) 

The ability to apply the dispute resolution process (Article 21.00) to a disputed third party fee under Clause 14.08 also mitigates the possibility that the 
Pa,:ties would qe unable to resolve the matter in practice. However, it sometimes may I.le beneficial to modify the provision to include some type of 
voting mechamsm. 

iv) The Parties may sometimes find that the cost of handling Outside Substances materially exceeds the cost of handling Petroleum Substances. This 
may already have Been considered when determining the fee to be charged to a third party for handling its Outside Sutistances. If there is a problem 
willi the cost differential, two alternatives to consider would be a denial of entrv to tlie Production Facility or a renegotiation of the financial 
arrangement under whicti access is provided. The latter could be a renegotiation of the fee to be charged to a lhird party under Clause 14.04 or the 
negotfation of a fee type arrangement with the Party using surplus capacity to handle the applicable Outside Substances. 

Clause 14.05: In essence, Operating Costs are allocated on the basis of the throughput of Petroleum Substances and Outside Substances. The 
dispute resolution mechanism in Article 21.00 will apply under Clause 14.08 if there is a disagreement about the allocation. 

The Operator will initially allocate the costs monthly on an estimated basis (often based on the previous year's share of throughput) and then make 
any required adjustlnent within ·f 80 daY!? after the end of the year based on actual costs and throughput volumes. This is subject to any special 
alloq1tion of Operating Costs under Subclause 14.04D. Adjustments would be minimal if the ownership of volumes throughout the year were 
consistent. 

Clause 14.06: This provision provides the basis for allocating products generated from the processing or treatment of hydrocarbon substances using 
a Production Facility. Clause 14.04 reguires the Operator to structure ils agreements with each third party fee user to include provisions consistenl: 
with the principles in Paragraphs 14.0J(a) and {b) and Clauses 14.05, 14.1)6 and 14.07. 

Clause 14.07: This provision reflects standard industry practice for the allocation of shrinkage, production losses and facility fuel in minor facilities. 

Clause 14.08: The dis.pute resolution process in Article 21.00 can apply If !he owners of a minorfaciliN cannot resolve a diSRUte respecting: (a) the 
capacity or surplus capacity of a Production Facility; (bl a usage fee under Clause 10.13 or 14.04; (c) the allocation of Operating Costs; (d} a 
significant variation in the composition of inlet streams of Petroleum Substances and Outside Substances; or (e) the allocation of procfucts or losses. 
Binding arbitration is a possibfe outcome. 

Clause 15.01: Provisions like this have often been used in farmout agreements and joint operating agreements, and a similar provision was 
introduced as Clause 801 of the 1990 document. A Parfy that has encumbered its interest by burdens m addition to the lessor royaltv and any 
encumbrances borne for the Joint Account is to free the interestfrom them if the interest is surrendered, forfeited or subject to an Article 9.0'0 or 10.00 
:ost recovery If it fails to do so, it will have liability and indemnification obligations for any resultant Losses and Liabilities of the Parties. 
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The only way that an e_nq1mbered Party can free. the interest from the burden is to structure the contract creating the encumbrance according!Y. A 
Party that encutnbers its mterest must st~us;ture its contract so that the encumbrance does not have an adverse lmpact on its co-venturers 1!1he 
surrender, _forf~1lure or cost recovety prov1s1ons subsequently apply. This is particularly critical when granting ORRs to employees and consultants or 
when farming 1n on only one Working Interest owner and then becoming party to the applicable joinl opera1ing agreement m place of the farmor. 

Clause 15.02: i) The purpose _of this Clause is not to encourage the creation or recqgnition of encumbrances. II is to distinguish between 
encumbrances that have a specml treatment under the document and those which do not Any additional encumbrance that is nof created in the 
AgrE1emerit only fJ:tllS within the !>Cope of Clause 15.02 if the Parties voluntarily agree to proviae it with a special status in the Agreement. Many 
Parties will not wish to become involved m a contract that does not apply to its mlerest. They will be extremely reluctant to accept any special 
treatment for additional encumbrances that are not created in the Agreement. 

ii) Encumbrances that are not borne for the Joint Account may be created under the provisions of the Agreement such as a farmor's ORR or may be 
acknowledged as being one that attaches to the Working Interest therein. Any such encumbrance will oe an exception to the general rule in Clause 
15.01. (See also Subclause 10.07F for the handling oflhis type of encumbrance in a cost recovery scenario.) 

iii) Users should always check the Head Agreement to confirm if there is any special treatment of an encumbrance. Although an encumbrance may 
be created under the liead Agreement, it may also include special provisions overriding this Clause. 

iv) An exception against non-arm's length em;umbrances has not been included. The Parties would most reluctantly agree to accept a non-arm's 
length encumbrance that would run with the mterest under Clause 15.02. However, the inclusion of a sr2ecific exception for non-arm's length 
encumbran_ces could operate to extinguish a legitimate encumbrance that is subsequently purchased by a Party. 

v) A P_arty rpay occasionally find il!>elf prese_nt(:ld with a joint operating agre~ment tor a Crown sale ?rea of mutual interest_a<;guisition Y'here the other 
Partv 1s ms1stent that an ORR agphcable to ,ts interest 1s recognized {e.g., geologist ORR"). The simplest response to this 1f a provision comP,arable 
to Cfause 8.07 of the 1997 CAPL Farmout & Royalty Procecrure applies is that a separate joint operating &greement is not required. That type of 
provision states that the Operating Procedure to the Agreement will apply to the acquisition, such that the ORR that applies to that Party's interest 
would not be recognized for the purposes of Clause 15.02. 

Clause 16.01: i) An overview of the general law respecting Force Majeure was presented in ~tcor Ltd. v. Continental Energy Marketin%!td. [1994] 
A.J. No. 715 (Alta. Q.B.). The case pertained to a marketing agreement in whicli a party coul rely on the force maieure prov1s1on it 1tfa11 to perform 
any of its obligations and the failure was "in consequence" of force majeure. In essence, there were curtailments of transportation capacity by a third 
party and the seller chose to allocate its reduced volumes to other P.Urchasers, rather than to Continental. The Court determined that the curtailments 
were an event of force majeure that could not have been avo1decl by the exercise of due diliQence. After reviewing the two major tyP.es of force 
majeure provisions, the Court determined that the provision in that agreement did not require Alcorta mitigate the impact of the force majeure on the 
per'fom1ance of its obligations under the agreement. 

The provision historically used in the CAPL Operating Procedure,.,. on the other hand, is an "unable to prevent" provision that would require the Party 
claiming Force Majeure to attempt to mitigate the impact of the r-orce Majeure on an ongoing basis. 

ii) This Clause applies to performance of all applicable obligations, including those for which there is a specified period for Commencement. While 
the individual provisions do not state that they are subject to this Article, the effect of the "notwithstanding• reference is !hat they are. 

iii) A Force Majeure suspends the performance of the affected obligations for the period that ii prevents performance and for such additional time as 
the Party may reasonably reguire fa commence to fulfil them. The affected Party cannot practically be expected to begin fulfil obligations the moment 
the Force Majeure is remedied, as equipment and personnel may have to be mobilized on short notice. 

Subclause 17.01A: i) Only incentives that accrue to the Operation (such as the former Alberta EDAPs or DI Cs) are shared by the participants under 
this Clause. The Operator for the Operation is lo apply for the appli ble incentives or royalty exemptions in the manner prescnbed by the 
Regulations. "Incentives" that accrue to all or only some particir;>ants 1ndi I because ofthe1r umque corporate attributes (such asARTCs and the 
former APIPs and CEDIPs) are not shared, as tney accrue to the "persona of the participant, not to the particular Operation. 

ii) The most typical incentive accru_ing to an Qperation _would be a temporary royalty exemption. A prudent Operator would be aware of any such 
program because of the synergy with production reportmg and accounting. 

iii) The reference to differences in cost bases is lncluded because of the current royalty regime in the Northwest Territories and the probability that the 
document will be used as a basis for some northern agreements. 

Subclause 17.018: This Subclause has been introduced in this document because of changes in the Alberta Regulations allowing the "grouP.ing" of 
multiple documents of title thereunder. If an Operation entitles the Parties to retain P&NG ng__hts for a further penod, those entitlements will firsl be 
applied to the Joint Lands. If entitlements remam that cannot be used for the Joint Lands. the Parties will consult to determine how they will be used. 
Insofar as they are unable to agree on their use, each Partv may use its Participating rnterest share of the remaining entitlements for such other 
P&NG rights as ii may select, subject to any restrictions under the Regulations or in the Head Agreement. (See also Subclause 3.10C.) 

To illustrate, assume that: (a) A and B have garticinated on a 50-50 basis in a well that would entitle them to the retention of 12 sections under the 
Regulal!ons when there are only 6 sections of Joint lands that could use those entitlementsi. (b) A (50%) and B ~15%) hold 6 sections of other P&NG 
rigfits that could use those entitlements under another agreement; and (c) B holds 2 otner sections of mo Yo lands that could also use those 
entitlements. Unless otherwise agreed by A and B, the firsl 6 sections of entitlement would be a_p_plied to the Joint lands, such that each has an 
entitlement to 3 sections remaining. Assuming that B's greater priority was the retention of its 100% P&NG rights, B could apply 2 sections of its 
entitlement to its 100% P&NG righls and the remaining section to its minor interest JV. section. 

Notwithstanding the specified allocations, the Parties will often use this Subclause as a basis for a negotiated allocation of the entitlements. This could 
see the Party with surplus entitlements informally "owed" some entitlements at a subsequent date m an unspecified area. 

iii) A "farmee" that wishes greater discretion to use "grouping rights" to optimize its retention of lands should address its expectations on this issue 
during the initial negotiations, and document the outcome in the Head Agreement. 

Clause 18.01: i) A review of the cases about breach of confidence is included in Part II of the Addendum at the end of the annotations. Parties 
disclosing confidential information in commercial nl:lQotiations should enter into an appropriate confidentiality ~reement before any such disclosure. 
The legaf and equitable remedies normally available for a breach of this Article are not impacted by the restrictions on Extraordinary Damages in 
Clause 4.04. Damages under this Article are excluded from that definition, as it is inherent that they cannot be direct damages. 

ii) A Party may use information for its own benefit and account. This statement was initially included in the 1990 document to address any argument 
of constructive trust if a Party used joint information to acquire adjacent lands for its own account when there was no area of mutual interest obllgatlon. 
Tl1ere would only be a slight chance that the doctrine of constructive trust would be imQosed in such circumstances when the agreement is among 
knowledgeable Parties. Howevert the reference may be relevant if one or more of the Parties has little expertise, such as a Party which is a passive 
investor. The reference is consis ent with Subclause 1.05C. 
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iii) The Pai:ti~s rpake twq different type~ of disclosures .under the Regulations. One is~ m_andatory disclosure, such as the disclosure of prescribed 
types of dnlhng mformation. The oilier 1s a voluntary disclosure made to attempt to 0P.t1m1ze the retention of lands, whether they are Joint Lands or 
other lands held by a Partv under other documents of title. A Party's abilitv to disclose information under the Reoulations for its other lands falls within 
!he scope of the first senfence pf the Clause, subject !o the r~quiremenf not to disclose the information to otner third parties. (The submission of 
mfom10lion may also be a requirement under the apphcable Title Documents, such as an EnCana/PanCanadian freeliold lease.} 

iv} Stock exchange requirements erally require publiclY. traded com£anies to make timel'I',_ full1 true and plain disclosure about developments that 
woul.d reasonably be ~xm~cted to t th~ market value of a company s stock significantly. _"The 1oundatiom; qfthis re\luire1:rwnl are th~ objectives to 
provide all who mvest m listed secu s with equal access to information that may affect ttieir investment decIs1ons and to m1mmIze the llkenhood that 
those with preferential access to undisclosed information could profit from that Knowledge. 

For this purpos~ the TSE rules provide that "material information consists of both material facts and material changes relating to the business and 
affairs of a llsteu company." It is largely left to the judgment of a listed company to determine what information is material ana must be disclosed 
However, the TSE may arso require a public announcement if trading volumes are anomalous or rumours or speculation exist. · 

TSE requirements provide that disclosure is generally required upon information becoming known to management or if known UP.On the information 
becoming material. However, the TSE mav allow the disclosure to be deferred if early disclosure could compromise ihe company's interests and the 
poten~1alllann caused lo the company ana its investo~s by the disclosu~e outw~1ghs the consequences of delay (e.9. prem_ature disclosure of an 
intention to attemP.t to purchase an asset potentially increasing the price or disclosure of confidential corporate information that would benefit 
compelit9rs). Th_e TSE rules sUpulJ:!te, thm~gh, that a company must retain strict confidentiality if disclosure is deferred, and immediate disclosure is 
required 1f tfiere 1s any leak of the information. 

The announcements must be factual and balanced, "neither over-emphasizing favourable news nor under-emphasizing unfavourable news". There 
must be enough information contained in the announcement to allow investors to make informed decisions about their investments. 

The test of whether a transaction would be a "material change" is a suQjective one, as a transaction that would be "material" for one company would 
not necessarily be "material" to another. As noted in the TSE Policy Statement on Timely Disclosure and Related Guidelines, "The materiality of 
information varies from one company to another according to the size of its profits, assets and capitalization, the nature of its operations and many 
other factors. An event that is "significant" or "major" in fhe context of a smaller comP.any's business and affairs is often no material to a large 
company. The company itself is in the best position to apRIY the definition of material infom,ation to its own unique circumstances. The Exchange 
recognizes that decisions on disclosure require careful subJective judgments, and encourages listed companies to consult the Exchange's Marl<et 
Surveillance Division when in doubt as to whether disclosure should oe made." 

The TSX Venture Exchange has similar requirements. Additional information for both can be found on the TSE's web page at www.tse.com. 
v) Information included in Annual Reports and other presentations made to shareholders and the investment community typically extends beyond that 
required to be disclosed under securities laws. The disclosing Party has an obligation not to disclose information from the Agreement tliat could 
damage the interest of the other Parties, and Article 19.00 wourd apply to those public announcements. To illustrate, Joint Lands held by a third party 
agent should not be identified on a map of the project area in an annual report if this is commercially sensitive information at the time. 

vi) It is not feasible to have a seP.arate confidentiali!Y. agreement for each disclosure of information to employees, officers and Affiliates. However, the 
disclosing Party remains liable for any Losses and Lia1>ililies suffered by the Parties as a result of their disclosure of confidential information. 

vii) Paragraph Cd) ofthis document provides greater flexibility to disclose information, to reflect the reality of the marketolace. A Party may disclose 
dala not subJecf to a Clause 18.02 obligation on a confidential basis to its prospective assignees and also in the contexl of any bona fide merger or 
amalgamation discussions. The latter reflects the document principle that corporate type transactions should not be frustrated, and is consistent with 
the exemption from rights of first refusal for those types of transactions (Paragraph 24.02(b)). 

The Paragraph also recognizes that it is a well accepted industry practice for a Party to "show" seismic data at its offices or in its data room on a 
confidential oasis, to encourage a P.Otential assignee to enter into an agreement (i.e., a farmin for the evaluation of the Joint Lands). Subiect lo the 
relem;e P.roce?s in Clause 18.03, tliis does not provide the disclosing Party with the right to provide the P,rospective assignee with a copy or the data. 
The atJillly to' show" the data to a potential assignee is contingent on a Party not being prohibited from that type of discrosure under the agreement 
through which the geophysical data were acquired (e.g., licencing agreement with unusual restrictions). 

viii) The references to legal counsel and financial and professional advisors in Paragraph (e) recognizes that they receive information in practice. 

ix) Paragragh (fl is new in this documen,t; and ap9.lies to information required to be disclosed under legal or administrative proceedings. Murph~ Oil 
Co. Ltd. v. Predator c~~- [2002] A.J. 1'10. 647 tAlta. Q.B.) is relevant to this ParagraP.h. A Court may set aside confidentiality agreements. hrs 
reflects the pohc.v v1ewa't the search for the truth" serves a greater public need Ulan freedom of contract. This type of order enables a witness to 
testify abou matlers su ject to the confidenl1ality agreement it the witness is willing to do so. 

x) Paragraph '1801(e) of the 1990 document allowed disclosure to "Seoul Check". It has been deleted because of the decline in membership. 

xi) The disclosure of general information, such as total depth or status, does not enable one to argue that well data is not confidential because that 
particular information 1s in the public domain. 

xii) Parties will often include confidentialitv provisions in their agreements with many of the service providers contemplated in Paragraph {e). A specific 
obligation was not included because of tfle general duly on each Party in the introduction to Clause 18.01. 

Clause 18.02: i) A Partv may voluntarily offer to disclose information for the benefit of Operations. Assuming the other Parties are willing to receive it, 
this Clause reinforces the responsibility of the recipients to keep that info1mation confidential. This is new to this version of the document, and will be 
of greatest relevance if the contemplated Operations involve the use of complex technology. 

ii) A Party prepared to_ disclose sensitive proprie~ary information.should ma!{e the di_sclosure throu_gh ~ confiden!iality or licencing agreement at the 
lime. The better practice would be to offer ttie disclosure by notice, so the 1nformat1on proposed for disclosure Is clear. 

Clause 18.03: i) This provision addresses the release of confidential information to third parties for consideration. The Party that wishes to release 
the information is required to obtain the consent of the other Parties with a proprieta[Y interest in the information and to share the consideration for the 
disclosure with them. As third P,artv contributions to OReralions would g_enerally be in the context of bottom hole contributions or drilling options, !he 
inclusion of this Clause in the 199'0 document allowed !he deletion of Subclause '1701 (a) and Clause 1702 of the 1981 document. 

ii) Par!icipants in an Independent Operation maintain all propri~tary rig_hts to tt)at information, ar:,d are fn1e to disclose it W.i~4t the consent of a Non
Participating Partv, notw1lhstandmg_ Clause 18.01 and the possible deferred d1stnbutlon of that information to a Non-Part1c1patmg Party under Clause 
10.19. Howevei:i disclosure by the Participating Parties can affectthe cost recovery account under Subclause 10.07H. Providing a Non-Participating 
Partv with broauer rights to particiP.ate in data clisclosure decisions and the receipt of trade data would en.ab!~ a Non-Participating Party to frustrate 
data' disclosures and to obtain technical insights that could compromise the competitive position of the Part1c1pating Parties. 

iii) A farmee that conducts a geophysical _p_rogram under an optional earning arrangement would typically retain all ownership rights to that data under 
the Head Agreement for the purpose of this Clause. 

iv) The disclosure of information under this Clause will often be in the context of an exchange of information that involves the execution of a 
confidentiality or licencing agreement. It might be executed by all relevant Parties or only by tne Operator on behalf of those Parties. The better 
practice for tlie latter is for the Operator to include with its notice a request for authorization to execute that agreement on behalf of the Partiesdand 
the Operator might include a copY. of the proposed agreement if one is available at the time of the notice. Since the Operator will have execute any 
such agreement on behalf of the Parties, it should include a copy of the executed agreement with the provision of the information in due course, so 
that the Parties are aware of their rights and obligations. 
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Clause 18.05: i). A Patfy th~t surrenders or forf~its its entire interest,i~ not reljeve9 of its obligatiqns tq 11Jaintai_n information confidential until it is in 
the public domain .. This differs from the traditional pre-1990 provIs1on, which lmked the conf1dentIahtv obllgahon to the term of the Operating 
Procedure. Assuming _Iha\ A and B _helg l~nds ang that A surre_ndered its entire interest to B that type of provision might literally be interpreted to 
release A from any oohgabon to mamtam information conf1dent1al. ' 

ii) Parties ne_ed to be aware of the potential for seismic information obtained under this Agreement to be assigned inadvertently under a notice of 
assignment In the _absence of other arrangement~ to the c,ontrarv unde_r which seismic information is managea. Even in the absence of any other 
a
5
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e mahnageimtent ana llcencing of se1smIc data, disclosure may be governed by practice standards established by the Canadian 

oc1e o exp ora 1011 eop ys1c1s s. 

Clause 18.06: i).This Clause is _new to t~e document. lt_is premised on th~ assumption that relatively open discussions will often be occurring 
between the Parties' re_presentat1ves, Rarticul~rtyfortechnic&IIY C01J1plex or.high cost projects. Notwithsfanaing any sharing of information that may 
occur, each P_arty 1s ult1mate_ly respons1b_le for It!, own evaluallon of 1rifo~matlon ~nd proposed Operations. The one exception to this general rule is for 
fraud or deceit, such as an mtentIonal d1stnbution of false or selective information m the hope that the other Parties would rely on it 

This Clause is similar to the disclaimer typi~ally includeq in industry's P&S Agreements. (See, for example, Subclause 6.05B of the 2000 CAPL 
Property Transfer Procedure and the associatea annotations.) 

ii). 08ron Construction Co. v. Alberta, f1991J A.J. No 224 {Alta. Q .B.) re\liewe_d the law respecting gisclosure and reliance on information in the context 
of a ~endenng scenano In the consln.1d1on indust!Y and a claim of selective disclosure ofinformation. The case found that a finding offraud or deceit 
reqµIres three e_lements: (a) the applicable party to know_ !hat a st~tement o~ i1)formation is false or for it to be reckless as to its trutn or falsehood; (b) 
an mtent1on to induce reliance; 81JO (c) reliance on the mformallon by the In1ured party. The Court also confirmed that a limitation clause cannot 
excuse fraudulent mIsrepresentat1on. 

Clause 19.01: i} This Clause is new in this document It reflects increased sensitivity to public releases of information about activities conducted 
hereunder. This is particularly important for high-risk, high-reward activities or other areas in which there are significant competitive sensitivities. 

ii) Subclause A requires the Party proposing the disclosure to P.rovide a draft of the proP.osed release to the other Parties at least 2 Business Days 
before the_re]ease. The reletise_ 1s then su5Ject to the ~pproval of lh!J other P!]rties, wliich approval may not be unreasonably_ withheld. Failure lo 
respond withm that 2 day penod 1s deemed approval. Limited exceptions to this general approval mechanism are included in Subclauses Band C. 

If the agreemen! is one_ th~t will use complex tec,hnology or generate_ significant sc[enti~c information, the Parties rriay wish tq consider a proviso 
whereby the no!Jce penod Is extended to '10 Business Days for any disclosure that 1s pnmanly a paper or presentation of a scientific nature. 

iii) All rele_ases m!]de on behalf of the Parties. col_lectively are.to be issueg by the Oper&tor under Subclause B. The O_perator may isime such a 
release without pnor approval of the other Parties insofar as pnor approval Is not feasible in an emergency. However, the Operator is re~uired to work 
with the Parties in an emergency situation as feasible under Subclause 3.058. Except for the emergency exception, all other releases by the 
Operator in its capacity as Operator will be through the notification process in Subclause A. 

iv) Any Party may issue a release on its own behalf under Subclause C. Prior approval will not be required insofar only as the release is required to 
com pry with securities laws applicable to the Party · respect to material events or material changes,., as described in detail in annotation (iv) on 
Gia.use 18.01. Other releases being made b_y a p including releases of property specific informauon in an Annual Report, are subject to the 
notification process in Subclause A. Althougn pno ribution to the other Parties is not reguired for releases required by securities laws, it is the 
better _practice to provide the other Parties with a draft on short notice for their information and feedback. This is a particularly relevant consideration if 
other Parties are publicly traded and the release would be material to their business. 

Clause 20.01: This Clause is primarily designed for third partv actions agi:iinst the Parties collectively. It does not prevent a Party from starting an 
action against another Party, such as a suit alleging the Operafor's Gross-Negligence or Wilful Misconduct. It is inherent in the last sentence that no 
Party could unilaterally pursue an individual course of action respecting a Jo1nl Account claim that would compromise the Parties collectively. 

Article 21.00-General Structure: This Article was created as one of the outputs of the "ComP.any to Company Dispute Resolution Task Force•. This 
was an industrv driven initiative to improve the di~pute resolution processes Ill the oil and gas industry. Additional infOJmalion about this Task Force 
and its report "Lei's Talk" can be found at wwwc2cadr.org. These annotations focus largely on some of the philosophies in the "C2C Project'. 

Article 21.00-Optionality: This Article has been structured as an optional Article, so that users have the flexibility not to apply the Article to their 
Agreement. The structure is unusual, thougti, as arbitration using the Arbitration Act (Alberta} is to be used to resolve several of the disputes listed in 
crause 21.03 if the Article is not selected. ltiis mechanism is largely designed to P.lace the Parties in a similar pqsition to the outcomes under the 
1990 document for the items in Paragraphs 21.0J{e}l: (h) and (i), as well as the similar fact based determinations in the other included Paragraphs. 
However, the additional processes in Clause 21.0"3 11.e., the use of the "National Arbitration Rules") do not apply. 

Subclause 21.01A: i) The foundation of Article 21.00 is a strong preference for Parties to resolve their own disputes through negotiation. The 
supplementary processes provide a road map if negotiations are not initially successful, while reinforcing negotiation as the preferred course. 

Successful negotiations are focused on the problem (rather than the people), and will typically see the right people communicating in the right way at 
the right time. Experience has shown that face to face dialogue early m ttie negotiating process is particwarly beneficial relative to the alternatives of 
phone conversations, letters or e-mails. Conversely, negotiations are more challenging and much more likely to escalate into a_prolonged, adversarial 
process if the tone is negative, if one of the Parties refuses to engage in discussions or if either of the Parties is unwilling to listen to an alternative 
perspective or to share information that would provide additionaflnsights about a Party's concerns or expectations. 

This emphasis on negotiations also recognizes that the vast majority of disputes that escalate to litigation are eventually resolved through negotiation 
prior to or at trial. Given that the typical dispute can be resolved at a business level if there is a mulual will to do so and that the Parties are usually 
motivated to develop that mutual will eventually anyway, why not fully explore negotiation approaches sooner, rather than later? 

ii} One step that a Pa~ ight consider relatively early in a negotiation that is not proceeding well is the use of an outside neutral facilitator. This can 
help focus (or refocus e otiations by: {a) framing clearly the issues !hat are in dispute; (b) objectively summarizing the Parties' respective 
perspectives;_,.and (c) a a discussion of potential alternatives. The use of a facilitator at this stage can be relatively inexpensive, and can 
provide a plauorm for th es to resolve their aispute much more easily than might otherwise be the case. Outside facilitation can be particularly 
helpful if the difficulties in the current negotiations are a symptom of broader ongoing problems between the Parties. 

iii) Another aRproach that might be helpful in refocusing a stalled negotiation is a letter to the other negotiator that outlines similar information to that 
contemplatecl in a notice issued under Subclause 21.01B. 

Subclause 21.01 B: i) Subclause B includes another potential step in the negotiating process if a Partv reasonably believes that the financial impact 
of the dispute on it exceeds $50K (the permissible expenditure amount in Clause 3.01 ). This financial threshold does not limit the ability of a Partv to 
continue to try to engage the other Party in negotiations or to pursue a remedy through arbitration or litigation as applicable. II is structured to creafe a 
materiality test for tlie specific negotiation and mediation processes contemplated inlhis Subclause and Clause 21.02. (See also Subclause 21.02A.} 

A Party may issue a notice about the status of the negotiations to the other Party's "address for service• and reguest each other Partv to the dispute to 
designate a representative with knowledge and autfionty to settle the issues in dispute to become involved dtrectly in the negotialion process. 

It is not necessary that the Parties' management become involved in the reguested negotiations. However, delivery of such a notice will typically see it 
brought to the altention of other personnel, particularly if the issuing Partv intends to use a member of its management as its designated 
representative. If nothing else, the notice woula typically cause the receiving Party to assess its approach to date and make any desired changes. 
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ii)Jhis step is one t~al should not be taken lig!ltly peca4se of the potential for this notice to be rece(yed negatively by the other Partv's negotiator. To 
mItIgate ttiIs_ potential ou~come, a_ Party consIden1yg tnIs step should a!ert the other Party's negotiator and preferably provide a cfraft of the notice 
before sendmg 1( Th_e ultim.ate obJective oftl'\e notice Is to resolve the dispute, not escalafe it. It Is imperative that the information in any such notice 
pe presented obJectiye!y without a provocative tone. This keeps the focus on the issues that remain in dispute, rather than the people who are 
mvolved m the negotiations, and best enables the Parties to keep the process moving forward instead of retiashmg the past. 

:rhe issuance of the 1yotice could, in fact, b~ a positive step in many cases. There is a real possibility that the Parties may have misunderstood the 
issues that were m dispute or the perspective of the other Party on an issue. 

iii)_ThEJ notice might result in the direct participation of the Parties' management personnel. This might be beneficial as they may have greater 
opJ~ctIvIty because of a 1,Jr9.ader perspective _and their_lack of previous c;!irect involvement in the dispute. This works most successfully if they have 
sImIlar leve!s of responsIbIJIty ana the financial authonty to resolve the issue. This approach may also help build a relationship between the senior 
representatives and result m ~ clearer (and narrower) defini!ion of ttie matters that are actually in aispute. (A formal management participation step is 
mcluded 111 modem commercial agreements on an mcreasIng basis (e.g., Alberta Power Purchase Arrangements).) 

iv) One of the expected consequences of this Subclause is the incentive it provides to front line negotiators to resolve their issues amicably. 

v) Sul,)clause B is very different from the traditional approach, and a Party may choose not to participate. The Parties could then either continue to 
n~gotIatE.3 under !;>ubclau~e A or move !o. the next stages Qf the process. A decisiqn not to engag~ in these negotiations, though, is by itself a valuable 
piece of mformalion. While not stated, It Is the better practice for a Party that receives such a no1Ice to respond to it by confirming the degree to which 
1t agrees with the description of the issues and its perspective on those issues, even if ii chooses not lo participate. 

vi) i:~e Parties ?hould also con~iqerthe process within which the dispute is m9sl appropriately advanceq before negotiations become adversarial and 
posItIonal. While further negotiation may be altract1ve, a broader range of options should often be considered. Litigation may in fact sometimes be 
thp e most appropriate option_. There will also be situations in which it is beneficial lo E;)ngage a neutral exP,ert for one of !hi;) initial meetings to help the 

artIes (am;! their lega advisors) understand more fully the options to address their dispute. Although there Is no regwrement to involve a neutral 
expert at this stage, the Parties are encouraged to consider in advance if this is a path that may be attractive for their dispute. 

One simple solution that is proving effective in both regulatory and non-regulato_ry dispute resolution systems is the P. relimina[Y ADR meeting 
("PADR"J {P.ossibly also referred to as a Situation Assessment Meeting or "SAM"). This meeting is an opportunity for Parties in confhct to discuss the 
dynamics of their dispute and jointly design a dispute resolution process appropnate to their unique situation. In essence this enables the Parties to 
build a road map for resolution of their dispute, while ensuring that they do not harm or compromise !heir litigation steps. 

These meetings are flexible, and generallY.: (a) are facilitated by a neutral dispute resolution expert; fb) deal with process issues, not substantive ones; 
(c) identify the necessary Parties and adaress issues of authority; (d) address planning preparation and logistics for the process; (e) enable the 
custom design of the appropriate dispute resolution tool (i.e., mediation, arbitraliona litigation) and, if applicabTe, the selection of a neutral facilitator; 
and (f) proviae the best opportunity to make an informed decision about continue paiticipalion in a fUture dispute resolution process. 

Experience with this process in a reg_ulatoiy context has been positive. It's a safe and simP.le first step in stressful and conflicted situations. Most 
Parties agree to an invitation to a PADR/SAM meeting as they nave "nothing to lose". Most Parties would more fully commit to a dispute resolution 
process lfley have helped to design, and this has historically resulted in a hi_gller settlement rate before litigation. The Parties identify roadblocks and 
preP,aration issues, and plan for tf\ese effectively, enhancing the success ofthe process. The Parties bring decision-makers to the meeting, which is 
set for a specific duration to maximize results. An informecr"no" and a decision to proceed with litigation is a perfectly acceptable outcome. 

Subclause 21.01C: A Party can "fast track" resolution of an item identified in Clause 21.03 by referring the matter directly to arbitration. However, the 
Parties should consider the potential benefits of using the other process steps if it is not critical to see!< immediate resolution. A disposing Party facing 
a challenge of a ROFR value would typically negotiate a deferral of the closing date or a closing in escrow with its assignee. Rejection of a mediation 
request under Clause 21.02 also positions a Party to move to arbitration. 

Clause 21.02: i} This provision reflects the increased use of mediation to resolve disputes. Mediation cannot be successful if the Parties are 
.unwilling to explore alternative ways to resolve the dispute, so any Party may terminate !he mediation process by notice to the other Parties. 

ii) While hot stated in the Clause, a Party receiving a mediation request will often choose to respond in writing to the information in the notice. 

iii) Parties considering mediation are motivated to agree on a mediator in practice. When choosing a mediat~r:i it is important to consider the type of 
mediator to use for the mediation. Do the Parties require one who tries to lead them to a resolution that the meuiator believes is appropriate based on 
the mediator's experience (an "evaluative mediator') or do they rf!quire one who tries to facilitate the discussions to able them to develoP. a 
resolution that they believe Is appropriate (a "facilitative mediator")? If they are unable to agree on the selection of am r, they might consiaer 
obtaining a list of P.Otential medmtors from grmms such as the Alberta Arbitration and Mediaflon Society arid the ADR In ute of Canada Inc., where 
the latter is also willing to select one for them. (More information about the ADR Institute of Canada Inc. is tound on its website atwww.adrcanada.ca, 
and more information about the Alberta Arbitration and Mediation Society is found at its website at www.aams.ab.ca.) 

iv} A mediator and the Parties will jointly determine the process to be used for the mediation, including any confidentiality requirements. The Parties 
might consider adopting the National Mediation Rules of the ADR Institute of Canada, Inc. or any similar rules. 

v) This is an early mediation provision. It reflects a greatly increased emphasis on mediation in the judicial system. 

vi) Costs and expenses of the mediation are to be shared equally b'l.the affected Parties, unless they agree on a different arran_q_ement at the time. 
Tliis approach is consistent with the handling of those costs in the uIspute Resolution Appendix of the 1996 and 1999 PJVA G'U&O Agreements. 

Clause 21.03: i) The focus in Clauses 21.01 and 21.02 is an "interest based process" in which Parties attempt to resolve their dispute in a way_that 
meets their mutual needs from a broad range of potential alternatives. Failure to resolve a dispute under those Clauses shifts the focus to a "rights 
based process" if formal P,roceedings are commenced through arbitration or litigation. The "rights based" reference is used because of the potential 
involvement of a neutral third party-to adjudicate the dispute and provide an answer based on the respective entitlements under the Agreement 

ii) Except fQr civil proceedings r:iermitted under Clause 21.04, a PartY. that wishes to pursue an issue formally after a failed mediation is required to use 
arbitration If the <flSP.ute is one that pertains only to one or more of what is generally a specified list of fact oased items. The Parties are also free to 
agree to refer any other dispute to arbitration instead of pursuing judicial proceedings. 

One mig.hl argue that the inclusion of an arbitration provision might encourage disputes. However, the more likely effect would be to cause !he Parties 
to negotiate contentious issues more realistically than they otherwise might in order to avoid the uncertain outcomes from arbitration. 

iii) Unresolved audit exceptions have been included as an optional item with a negotiated value threshold. As audit exceptions often require some 
interpretation of the Accounting Procedure, this approach provides Parties with greater control over the degree to whicli arbitration should be the 
ultimate dispute resolution veli1cle for this fype of dispute. 

iv) Unless otherwise agreed, a single arbitrator will conduct an arbitration in Calgary under the "National Arbitration Rules" of the ADR Institute of 
Canada Inc. (or any replacement for those rules). The Institute results from the merger of The Canadian Foundation for Dispute Resolution and the 
Arbitration and Meaia!lon Institute of C Inc., and the CFDR remains its wholly owned subsidia1:y. The rules are substantially of a P.rocedural 
nature. They supplement or make sub n for provisions of the Arbitration Act for the applicable jurisdiction (i.e., Alberta, in the absence of 
moc;!ifiq1tion to tliis document). The han g of costs and appeals thereunder are generally on the same basis as providea in the applicable 
Arb1tratIon Act. 
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Cla~se i1.04: i) Prov[dEld that the _Regulations permit ~n e.xte,:ision, limitation periods are suspended from a notice to mediate until 45 daY:s after 
term1nat1on of.the m~!alion /Including !he 9ee'1'}ed termJnat1on l[l the ~rst seQt~nce of Subc;lause 21.028), or such later date as the applicable Parti~s 
may agree, with a s1r,:i1laf outcome for arb1tra!Jon. Notwithstanding this prov1s1on, the Parties' lawyers will frequently choose to supP.lement it with 
sep~rate dQCLJmElntatlof) in the q>nt~xt of tt,eir particular dispute, P,articurarly_if!he _issue il, significant an_d mediation is attemp\ed close to expiry of the 
applicable lim1tat1on penod. Parties mtend1ng to rely on the extension of the hm1tation penod on the basis contemplated by this Clause should obtain 
legal advice at the time to confirm that their rights are preserved under the applicable Regulations. 

i!) Tt_ie timing is linked to th.e mediation and_ a~bitration proc~sse!?, rathertha_n the negotiatiof) process. There _are two r!:)aSOIJS for this approach. The 
first 1s that !lie documentation for the negot1at10n process will tyR1ca(ly be quite loose m practice. The second 1s to provide reinforcement for Parties to 
use negotiations to attempt to resolve tfleir disputes much earlier than has often historically been the case. 

iii) A review of the law about injunctive relief is found in Gulf Canada Resources ltd. v. Pembina Resources ltd. (1994), 152 A.R. 74 {Alta. Q.B.). It 
was a disP,ute about the appoi1 en! of a new operator under a pre-CAPL Operating Procedure. I he Court found that the plaintiff did not 
demonstrate irreparable harm e it to an injunction, such that it could adeguate!Y. be compensated in dam~es if it suffered losses. The law in 
this area was also reviewed if] Co n Oil & Gas ltd. v. Sunoma Energy Corn .. U 999] 1,J. No. ·1202 (Alta. .B.)J ExxonMobil Canada Energyv. 
Novagas Canada ltd., [2002J . . o. a. . . ana AllaGas Services Inc. v. BelAir energy Corp .. (2003 A .. No. l 12/ (Alla. Q.B.). 

Clause 22.01: i) Paragraph {al provides that a notice may be served on a Party: during its normal business hours on any normal working day. Service 
afternormal business hours 1s lreated as receipt on the next Business Day. If a Party 1s closed on a particular day by its own choice (e.g., a scheduled 
F1iday off), the Party will still be deemed to have received the notice on that day, assuming there is a representative of the Party to receive it. 

ii} It is P.Ossible for the Parties to have different response dates because of different delivery times. However, the issuing Party would typically use the 
latest elate as the response date for all Parties in practice. 

iii) Paragraph (bl does not reqy_ire the addressee to acknowledge receipt for that notice to be effective. It is sufficient if the Party serving notice can 
demonslrate that it was sent. The Party serving notice should not be required to assume the risk that the addressee's personnel do not handle the 
notice property or that its equipment is not functioning properly. Otherwise, that Partv_ would never know if its notice was effective. In the unlikely 
event there is actually a problem with receip..lt_the business considerations are such that the matter would typical!'{ be resolved to the addressee's 
satisfaction once the problem is identified. 1 r1e onus, however, is on the addressee to satisfy the other Patties o the legitimacy of its request. 

iv) Service of notice by facsimile under Paragraph (b) is contingent upon the addressee having included its fax number in its address for service. 

v) The reference "other electronic medium• has been included to accommodate the issuance of notices by e-mail if the Parties choose to include an e
mail address in their respective addresses for service. A notice delivered by e-mail will not be a valid notice if a Party's address for service does not 
include its e-mail address. A Party should only consider including an e-mail address in its address for se1vice if it has processes in place to ensure 
that e-mail is checked on a regular basisf such that it is not at risk because of vacation, business trips, etc. The content in the Paragraph in this area is 
based on the Electronic Transaction Ac {Alberta). 

vi) A notice must be served under Paragraph (a} or (bl if the applicable notice period is 48 hours or less. However, a telephone notice may be used 
for the 24 hour Casing Point election, to reflect fypicaf industry practice. 

vii) It is the better practice to serve important notices (i.e., issuance of a response to an Operation Notice or ROFR notice) under Paragraph (a). This 
expedites delivery and provides a tracking mechanism if the issuance of the applicable notice or the timing of its receipt is challenged. 

viii) Remember that Paragraph 1.02(k} addresses the manner in which to count dm,s and Business Days for notices served under the document. (A 
comparable provision was introducei:l In Clause 103 of the 1990 document.) That Paragraph generally states that day 1 of the responsE!_period is tfle 
day following receipt and that expiry of the response period falling on a weekend or statutory holiday extends it to the next Business Day. 

Clause 22.02: i) Each Party is to notify the other Parties of any changed address for service in a timely manner. This is implicit in the provision so 
has been expressly included as a reminder to administrative personnel. Prompt notification of a changed address for service minimizes the risk lhat 
time sensitive notices will be misdirected or that a Party could become a delinquent Party. The latter is a particular risk for smaller companies that are 
not well known, particularly if they are located outside of Calgary or are operated out of a private home. 

ii) Home Oil Co. ltd. v. Northridae ~xploration Ltd., [1998JA.J. No. 519 (Alta. Q.8.) pertained to a situation in which Home exercised its ROFR on a 
property by sending the elecuon10 orthndge's former adaress. Although Home haa updated Northridge's address in its internal records after receipt 
of a general notice, the election letter was sent to the old address that was on the Norttiridge letterhead used for the ROFR notice. The Court found 
as a lact that North ridge had intentionally been using its old letterhead after a merger as a cost saving measure and that Home was entitled to send its 
ROFR election to tha1 address. One of the comments in obiter dicta was the Court's question of whether a general change of address circular 
delivered to industry without reference to specific agreements could be an effective means to change address. 

- 52 -



Claus~ 23.01: A Partv does not become a delinquent Party if it only fails lo settle its accounts hereunder. The Operator already has P.Otential legal 
remedies to a9dre$S !flat problem under the default processes If! Cla.uses 5.05 and 5.06. (S~e also Cl~use 23.04.) Similarly, an oversight inprovidma 
the other Parties with~ riew address would not seem to Qe sufficIent_1f the Operator can easily determine that Party's new address by phoning its ola 
office number or obtammg a new phone number from d1rectoIy assistance. 

Clause 2;to2: i) The 9ptio11 of paying f_unds into Court was not included. The Operator re!,1uires the right to deduct that Partv's share of costs incurred 
for the Jom! Account m a simple and timely manner. If other amounts were owmg, the Clause 5.05 default process could be used. 

ii) Jhe burden of managing this issue has been reduced. The Operator may commingle the net funds with its other funds and any ultimate 
adJustment of accounts Is without interest because of the incremental administrative burden in accounting for the delinquent Party's interest. 

iii) The delinqu~n! P~rty is deemed not to participate in any proposed Operation, bµt remains responsible for all costs incurred for the Joint Account 
that do not reqrnre. pl]or approval under Subclause 3.01 B (e.g.

1 
emergency scenano, P-ayment of rentals under Clause 3.10, etc.). ltwill be deemed to 

have elected to 10In 111 all farmouts, surrenders, Abandonmen s, etc. effected by the Operator on a bona fide basis for its own account. 

iv) The Operator is appointed as the delinquent Party's attorney for the handling of documents required to be executed by the delinquent Party as a 
result of this Article, with an indemnification from the delinquent Party. 

v) The rights,. benefits, obligations and liabilities of a delinquent Party will be assigned proportionately to the other non-delinquent Parties (including 
!fie Operator, if it does not restore its status within 24 months after issuance of the notice under Clause 23.01. This is new in this document. 

While this will not necessarily result in the assumption of net liabilities by the Non-Operators, this could be the case. This result is consistent with the 
philosophy in Clause 5.06, which recognizes that the Operator should not bear this type of cost for its sole account. 

Cla1.1se 23.03: A delinquent Par.fy that has its status restored orior lo the allocation of its Working lnlerestto the other Parties under Clause 23.02 is to 
receive the accrued funds applicable to its interest from the Operator within 30 days after restoration of its status. 

Clause 23.04: The Operator may also use its rights under Article 5.00 to secure satisfaction of obligations. 

Clause 24.01-General: i) This Clause attempts to balance two competing objectives. One is an individual Party's desire to optimize value by having 
flexibility to explore the market. The other is the Parties' desire to mainfain appropriate controls on assignments by another Party. 

ii) The Clause includes two Alternates-a consent not to be unreasonably withheld (Alternate A) and a right of first refusal ("ROFR") (Alternate B). 

The use of ROFRs has decreased overtime. Prior to the 1974 document, a ROFR was the norm, often because large companies had been insistent 
on inclusion as a control mechanism on potential dispositions by the other parties. The use of the consent mechanism mcreased after the 197 4 
document began to be used, although many companies continued to insist on a ROFR as their standard election. The use of ROFRs has decreased 
since the early 'I990s because of industry's experiences with A&D activities and recognition that each Party is probably a seller at some point during 
the asset life cycle. While some compames still insist on a ROFR as their standard erection, most are more selective about when they will require a 
ROFR (e . .9., significant agreements within a core area, potential high-risk, high-reward projects). The changes to this Article in the 1990 document 
and this document have largely been designed to narrow the potential application of tne Alternate when selected. 

iii) The introduction to the Clause in this version of the document makes it clearer that the contemplated disposition includes any right to earn a 
Working Interest for the conduct of operations, even though it is uncertain if and when the assianee will actually earn that Working Interest. This was 
includea for two reasons. One is that the Earning Agreement typically places the farmee/optTonee in control of the conduct of earning operations 
durin.9 the earning phase. The other is that a linkage of the diSP.osition to the election for each earning well might enable Offerees to make their 
electrons after varue added work fe.g., seismic_programs, other off block wells) has been conducted bytfle farmee/optionee, a maior impediment to 
the ab.ility to _complete Earning .l\greemenls. (This a)so impf!cts the time fe1iods in Paragraphs 24.01 B(h) and {i), which might otherwise arguably 
apply 1f earning did not occur wItf\In the 150 cfay penod provided therem. 

iv) A Party subject lo an Article 9.00 or 10.00 cost recovery holds its Working Interest in the applicable Joint Lands. II has full rights under this Clause. 

Alternate 24.01A: i) The 20 day deemed consent mechanism was added in the ·1990 document to ensure a prompt resolution. 

ii) It is reasonable for a Paffy to withhold its consent if it reasonably believes that the disposition would be likely to affect its interest in a material 
adverse manner. Usually, this would apply to a reasonable concern about the proposed assignee's financial caP.abilityto fulfil obligations under the 
Agreement. A reasonable concern about the ability to apply Clause 5.05 default remedies against a Disposing Party m default also meets the test. 

This reflects the legal test that P.robably would have been applied under the ·1974 and 1981 provisions if a withholding of consent were litigated. A 
lengthier version of this concept was introduced in the 1990 document to reinforce to the Disposing Party's non-legal personnel the obligation of the 
Disposing Party to be responsible in the selection of its assignees. 

iii) If a Party elects to proceed with a disposition following refusal of consent, a Party that refused its consent would possibly have a remedy for breach 
of contract. It would have to prove the resultant loss suffered by it, though, to be awarded more than nominal damages. 

The decision to withhold consent should be made very carefully. That Party could be liable for damages if the refusal to grant a consent frustrated a 
transaction and a Court held that the refusal to grant consent was unreasonable. Courts tend to regard this type of covenant as being mostly for the 

~

rotection of the Disposing_Parttthat another Party may not refuse its consent unreasonably. (See, for example, Cudmore v. Petro-Canada Inc., 
1986] 4.W.W.R. 38 (B.C:S.C.). The risk of damages Is very real if a Disposing PartY lost a disposition in a penod of talhng comrnodny pnces 
ecause a purchaser exercised e typical right to terminate a transaction over !fie refusal of a Party to grant a required consent. 

- 53 -



Alternate 24.01B: i) The right of first refusal ("ROFR") mechanisms in the 1990 and 2007 documents are more onerous than the provisions in the 
197 4 and 1981 documents. This reflects the conclusion that indust[Y's experiences with asset rationalization programs since the late 1980s have 
demonstrated the advantages and disadvantages of including ROFRs in agreements. The ROFR mechanism has tieen structured on the assumption 
that only Parties that are serious about attaching the obligation to their interest would include a ROFR. Additional annotations on ROFRs are included 
•n Part Ill of the Addendum at the end of the annotations. 

Paragraph 24.01 B(a): This document introdvces a time limitation on the duration of the ROFR. This enables the Parties to retain the benefits of a 
ROF:R proces_s during the initial stages of.I! pro/·ect and to have the fle.xibility of a cons~nl mechanism when the project is mature. On the.other hand 
Parties that wish to include the more tradIflona ROFR process can simply use an expI.!Y_date more than 50-75 years 111 the future. The inclusion or 
this mechanism reflects a policv obiective of reducln_q the number of long duration ROFRs. The structure of the provision avoids the issue raised in 
the .l::!.!!!!fil!. case, where a party tried to avoid a ROFR on real estate by using an option to purchase with an exercise date after expiry of the ROFR. 

Parag_raph 24.01 B{b): i) A number of commentators have written articles about the potential inclusion of a copy of its P&S Agreement with the notice 
to mi111rn1ze the risk lhat~ ROFR notice coulq subse~uently_be chµll,mged. As a_9eneral statement, they c;oncluded that a,Djsposing P~r\Ythat issues 
only a simple ROFR notice outlining the basic ROFR terms Is at sIg_mfIcant nsk. They note that some Parties attemptto minImIze this nsk t;iy stating in 
the notice that the Offerees may review the P&S Agreement at the Disposing Party's offices. They typically note, though, that the most effective way 
to eliminate this risk is to issue a copy of the fom1 of the P&S Agreement with the ROFR notice. 

Since the Disposing Party would not want to negotiate a new sale agreement with an Offeree, this would ensure that the Offerees are aware of all 
material terms. This greally increases the likelihood that an agreement resultin9 from a ROFR election would be finalized quickl'l. It also motivates a 
i;>urchaser to finalize the P&S Agreement more promptly. The use of the CAPL Property Transfer Procedure will also facilitate ROFR notices and the 
finalization of agreements resuRing from the exercise of a ROFR. 

ii) A ROFR notice should not be issued until the form of the P&S Agreement is complete. The validity of a ROFR notice could be at risk if material 
changes were subsequently made to the P&S Agreement, as the Offerees would not have made their election on the actual business tem1s. 

P-.ragraph 24.01B(c): D The Disposing Party must identify in its Disposition Notice that an allocation has been made, if applicable, so that the 
Offerees understana 1fttie price is an estimated or aflocatea value, or represents the actual cash price being received. 

ii) The Court of Appeal in Best Pacific considered the ability of an Offeree to use arbitration to challenge an estimated value for a "package deal" 
under the 1974 document. II determined that the 1974 provision was premised on the consideration not being one that could be matchecfin kind 
such thatthe arbitration mechanism did not apply to an allocation of a cash value for a propertvforming part of a larger cash transaction. (This would 
presumably also apply to the '1981 document) The Court also stated in obiter dicta that tne 1990 document appeared lo make arbitration available 
more generally. The application of this Paragraph to the larger transaction scenario has been addressed more clearly in this document. 

iii) The ap_plicable P&S Agreement may include terms that pertain specifically to other properties. The general view of commentators is that terms that 
are specific to other assels may be blacked out of the agreement to which the Offerees are provided access. 

iv) As the notice and election mechanism under Alternate B is structured in the context of offer and acceptance, a Disposing Party should only issue 
its ROFR notice if it is confident that its transaction will proceed. This is particularly important when attempting to complete an asset exchange. 
Otherwise, the Disposing Party could be obligated to dispose of assets to an Offeree wflen it would prefer to retain the interest. 

v) A farmout pertaining only to the Joint Lands can be matched in kind. 

Parl!IJr~h 24.01B(d): i) This Paragraph is new to this document, and has been included because of the difficult issues inherent with the application 
of a KOI-R to farmouts and optional earning arrangements under the CAPL type ROFR provisions. It should be read in conjunction with the changes 
to Paragraphs 24.02(cl-(f) of this document and tne related definition of Earning Agreement. They recognize the increased tendency for Parties to 
enter into large scale Earning Agreements, such that it is unlikely for a ROFR to apply to large scale transactions. This Paragraph basically BP.plies 
the "in kind" mechanism in P-aragraph (c) to any farmout type arrangement covenng only ttie Joint Lands, with a modified process for larger clears. 

ii} A Disposing Party that enters into an Earning Agreement is obligated to disclose the material terms of the transaction as they relate to the Joint 
Lands. Various alternatives were explored in conJunction with the inclusion of Paragraphs 24.02(e) and (f}. The conclusion was that the most 
practicable process was to provide the Disposing Party with the option to: (a) provide an allocated cash equivalent value for the earnable Working 
Interest; or (P) allow the Offerees the opportunity to step into the entire transaction by "matching the deal", even though it applies to rights in addition 
to the Joint Lands. The inclusion of the reguirement to disclose some information about the rransaction provides a founaation for fhe Offerees to 
assess the reasonableness of that value. The Di.s_!!_osing Party should consult with its__Ilroposed assignee if it is considering the second option, and it 
would also need to understand any resultant ROFR issues under other agreements. The proposed assignee will often preler that the broader option 
not be given. This does not preclude the Parties from exploring other oplions at the lime. 

Paragraph 24.01B(e): i) The Disposing Partv has an existing re@onsibilitvto the Offerees under its existing contract.As the Disposing Party (notits 
proposed assignee) is contractually responsible to them for the ROFR varue, it should not blindly accept its assignee's proposed ROFR vafues. 

ii) An Offeree that objects to a cash equivalent estimate must object to the estimate within 7 Business Days after its receipt. 

iii) The corresponding provisions in the ·197 4 and 1981 documents provided that the reference to arbitration did not suspend the election period. They 
also provided that the amount determined could never exceed the allocation in the ROFR notice. One of the key findings in Best Pacific on the 197 4 
document was that Best Pacific had not taken the steps required to exercise or maintain its ROFR within the 20 day period ffierem. I he suspension 
mechanism was introduced in the 1990 document. 

iv) The Party that requests the cash value of consideration to be determined under Article 21.00 assumes the risk that the determined value will be 
higher than that 1>roposed by the Disposing Party. If the provision stated that the determined value could never exceed that proposed by the 
Disposing Party, there could be an incentive for an Offeree to refer the matter for resolution if the estimate had been reasonable. 

v) Another option would be to have the Disposing Party assign its value and provide that an arbitrator may choose only one of the two alternative 
values .("baseball a,rbitration''}. Tne sii:nplicIty .onhat_m~chanism is attractiye, but there are two problems Firstly, the pqssibility of an advers!l 
arbitration award might result 111 DIsposmg Parties assIgmng overly conservative cash values to the interest, such that the estimate may be below fmr 
market value. Secondly, such a mechanism might encourage the use of arbitration. If an Offeree's only potential loss is the cost of an unsuccessful 
arbitration, some Parties may gamble that they could acqwre the interest for significantly less than its value. 

An arbitrator's discretion to award the costs of the arbitration should deter frivolous references to arbitration in most cases. (See;._for examrile, 
Section 9 of Schedule 2 of the Arbitration Act (Alberta). If costs were to be shared equally, regardless of the reasonableness of uIe respective 
positions, there would be no deterrent to a Party that wished to pursue an unreasonable position. 

Paragraph 24.018Cf): i) Commentators have generally concluded that the DisR9sing Party may not issue a conditional ROFR notice whereby the 
"offer" may be withdrawn if a package deal or asset exchange is contingent on ROFRs not being exercised. Such a Disposing Parly_needs fo be 
confident that the transac!iQD would otherwise proceed. II may also wish to manage its risk by requesting waivers without issuing a ROFR notice that 
the Offerees may accept. I his is particularly the case if it is only prepared to dispose of its interest in the asset exchange. 

ii} The basic election period was increased from 20 days to 30 days in the 1990 document. A Party receiving a notice is required to conduct a 
-::omplex evaluation very guickly. As this is often with little or no advance warning, the 20 day r:1eriod in previous versions of the Operalin_g Procedure 
,vourd not be practicable in many cases. While this election period will not be attractive to a Disposing Party in a particular instance, it Is in the best 
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position to determine the timing of notices. Moreover, presuming that the Parties have elected to use Alternate B because of their genuine desire to 
include a ROFR, the change ensured that the mechamsm was more effective in practice. If the Parties have difficulty with the major principles in 
Alternate B, it is a strong signal that they should possibly reconsider the selection of this Alternate. 

\ii) Th_e Offerees hav:e n9 oblig_ation IQ refil)ond until 15 days f!fter re:ceipt of th~ arbitrated value, if applicable. If the obligation were not suspended 
p~ndIng that determination, a-DIfil)osing Party may have less incentive to provide a reasonable estimate of the cash value of the consideration. One 
might artenwt to.argue that the 15 day election penod after the determination of the arbitrated value is too short. However, this ignores the fact that an 
Offeree which disputes the value would have conducted a detailed evaluation to support its position in the arbitration. 

iv) An Offeree's electio11 to purctiase the int.erest creates a contractual. oblig~tion th~t binds both the Offeree and the Disposing Party. An Offeree 
sliould not assume that It has latitude to deviate from the terms of the DIsgqsIbon Nolice with resQect to such matters as wen locafions or timing (See 
Canadian Natural Resources Ltd v. EnCana Oil & Gas Partnership. [2007) A.J. No. 787 (Alta. Q.B.).) · 

v) A prudent Disposing Partv will calculate the ROFR response period carefully under Paragraph 1.02(1) and confirm the final election with any Party it 
knows is recommending a ROFR exercise before closing the transaction. (See Home Oif, as reviewed in the annotations on Clause 22.IJ2.} 

vi) Clause 2.06 would apply to the situation of a successor Operator if the Operator were the Disposing Party. 

Paragraph 24.01 B(g}: The consent mechanism ensures that a Disposing Party is not free to dispose of the interest to a third party that may not have 
satisfied the criteria at the end of Alternate A. An Offeree should never be forced to pay more than what it believes a property is worth onry to avoid 
an unsuitable assignee that it could have refused if the consent mechanism in Alternate A was chosen. This obligation was introduced in the '1990 
document, and was streamlined in this document. It had not been included in the ·1974 and 1981 documents. 

Paragraph 24.01 B(h): The Disposing Party is to complete its transaction within 150 daY.? after issuance of the Disposition Notice. The 1974 and 
198"1 aocuments included a much shorter .Period for completion Qf the transaction (within 60 days of exQ.iry Qf thE;J notice period). Consent to a lonaer 
period might be r~uested as P.art of a rignt of first refusal letter If those O1?erating Procedures apply. The Parties' personnel must be aware of fhe 
consequences if they are unaole to close-their transaction within the unmodified period_prescribed bY. those previous documents. (This is a particular 
[}roblem if there are also facility agreements associated with the transaction that have 60 day ROFRs.) The modifications to the introduction to Clause 
24.01 respecting Earning Agreements ensure that the operative event for Paragraphs (h) and (i) is the completion of the Earning Agreement, not the 
timing of the applicable earning thereunder. (See also the related annotation on the introduction to Clause 24.01.) 

Clause 24.02: The premise of this Clause is that there are certain types of arrangements to which Clause 24.01 should not a12ply. The potential 
Qroblems inherent in not having a compa.rable_provisio~providing clanty for a large scale corporate transaction are illustrated by Buaget Car Rentals 
Toronto Lid. v. Petro-Canada fnc (1989), 60 D.LR. (4 ) 751(Ont. C.A.). 

Paragraph 24.02(a): This Paragraph applies to both financial and non-monetary obligations. A Party, for example, may be obligated to deliver 
production at some future date. Ttie normal Clause 24.01 process would apply to any disposition made after a foreclosure by a lender. That 
clarification was introduced in the 1990 document. (The Court in Best Pacific also determined that the more general exception in !tie '1974 and 1981 
documents did not apply to any subsequent sale ei1forcing the secunty.) 

Paragraph 24.02(b): i) The traditional ability to dispose of an interest in return for shares or an interest in a partnershiP. could see those vehicles used 
artificially lo attempt to defeat a ROFR, so has been deleted. This change would not impact assignments to a partnership comprised only of Affiliates, 
which comP.rise tne vast majority of partnerships to date. If the transaction is not part of a much larger transaction to which the exceptions in 
Paragraph (c) or (d) apply, !lie issue rs ultimately just the determination of a cash equivalent value. 

ii) This document introduces two limitations on the use of this exception. 

One is the inclusion of the bona fide reference. It reflects the principle that a Party can't do indirectly what it can't do directly. Industry has traditionally 
applied this principle to process a transaction as an asset transaction if it is in suostance an assetdisp<;>sition, even though it maybe structured as the 
sale of shares of a specially: created Affiliate to which the assets were transferred. /This is also consistent with the way a Court might interpret an 
attempt to circumvent a ROFR obligation, as occurred in GATX Corp. and as noted with approval in Best Pacific.) 

The second provides the Parties with additional protections if a defaulting Pafty attempts to limit the application of the remedies pgtentially applicable 
to its Working Interest under Clause 5.05 by an assignment to an Affiliate. Although this provides clear prot-ection for the Parties, they may already be 
protected against !}ny such assignment arlaw or in eq1,1ity if this were to become an issue. In practice, this would not impact any bona fide major 
corporate transaction, such as a merger or amalgamation. 

Paragraph 24.02(c): i) An exemption has applied since the 1974 version if a Par.tydisposes of all or a portion of its interest in substantially all of its 
P&NG rights in a particular province. A sale of 20% of all of a Party's interests throughout a province would satisfy this exception, for example. 

ii) The exception does not apply if the regional disRosition is intended to be made under several transactions to different assignees. While this 
qualification is new to this document. Best Pacific found that the corresROnding provision in the ·1974 and 1981 documents applied to a single 
transaction, and this interpretation would presumab1y also apP.IY to the 1990 document. The provision in this document is also clearer that the single 
transaction requirement can be satisfied by a multi-party assignee, assuming that the bona fide test is met. 

iii) The exception includes a bona fide Earning Agreement, a clarification introduced in this version of the document. 

iv) The test for "substantially all" was introduced in the 1990 O~rating Procedure. It is linked to net hectares, rather than value because of the 
factual basis for the calculat1on using this methodology. International agreements generally use a value test, rather than a net hectares test. This 
reflects the different order of magnitude typically associated with the value of an individual block in the respective operating environments. In addition, 
an explorer that may have ·10 blocks in country X could potentially have hundreds or even thousands o different agreements in Alberta. 

v) The references "all or substantially ?II'' and "substantially all" have been considered.by Can_adian Courts (s~e for.examp!e Canadian Broadcasting 
CorR. Pension Plan v. BF Realty Hofdmg Ltd. (2002), 214 D.LR. i4th) 121 (Ont.CA)) ma vanetv of contexts mvolv1ngthe interpretation of contracts, 
taxa I0n Ieg1sIahon and statutes which provrCfe for shareholders rights upon disposition of material assets by a corporation. In the absence of a 
contractuar or statutqry definition lilse that in tlJis Paragraph, the meanina of "all.or subslantial)y al)" has been c;!elE;Jrmined to.be, context depe_ndent and 
not lending itself tq simple anthmetIc calculations. Courts tiave tended rouse., 111 some combmatIon, a q4an,tItalIve an~IY!;IS (1.e., a compan~on of the 
proportion or relative value of the transferred property to the total property o, the transferor) and a qualitative analysis {1.e., a determination of the 
nature of a transferor's core business and an inquiry as to whether the transferred property is integral to the transferor's tradillonal business such that 
the transfer "strikes at the heart of the transferor's existence and primary corporate purppse"). Tlie 90% "substantially all" test in Paragraph 24.02Ic) 
is designed to eliminate what would otheiwise be contextual uncertamties and establish a pure quantitative analysis, so that no scrutiny of the 
qualitative aspect of the property transfer is required. 

Paragraph 24.02(d): i) This Paragraph applies to large transactions being made by a Party and any of its Affiliates, other than Earn_ing Ag_reements. It 
applies if the interE)sl being disDQsed represents a small of the transaction. It can be e&sily overlooked when a transaction is bein el'fected. The 
concept was introduced in the 198'1 document, and ation has been introduced in this document for Affiliates. The perce threshold was 
increased from 5% to 10% in this document, to refl e degree lo which A&D transactions tvoically represent an ongoing compone of each Par!y'.s 
asset management strategy. As well, Earning Agreements are handled in new Paragraphs le) and (f) in this document. Based on industry's 
experiences and expectations·, the provision reflects a policy objective that larger transactions should not be unduly impeded. 

Assume that A holds a 20% interest in a 1,500 ha block (300 net ha) and it is selling its interests in 12-1500 ha in which its average working interest is 
25o/~ including the interest in the Joint Lands. The total net hectares being_ disposed of would be 3;1 L5 (12 500 X 25%). The net hectares of the Joint 
La nus would oe 9.6% of the total net hectares in the transaction (300/3, 125), such that the transaction would fall within the exception. 

ii) Segregation (Clause 13.01), by its own terms, creates individual agreements for this calculation, even if the segregation is only stratigraphic. 

iii) Lands in which a Party holds only an ORR do not comprise any net hectares, for consistency with industry acreage reporting norms. 
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iv) Including additional non-pros_pective acreage that is expiring in a month only to bring the transaction within the 10% threshold seems unlikely to 
satisfy the bona fide test in the Paragraph if tfie matter were ever litigated. (See the GA TX reference in annotation {ii) on Alternate 24.01 B .) 

v) A ,Party using this exceP.tion sh.ould include information on its sale file in suffic_ient_ detail th.at SUPP.Orts the application of the exception in case its 
use Is c!ialleng_ed. There 1s nothmg that precludes another Party from requesting mformat1on ttiat demonstrates that the exception applies to a 
transaction. A Party that erroneously determines that this exception applies has a problem, particularly if this is discovered well after closing. 

Paragraphf d2~.02(e): Thbis exemption is new in this document,.J:>ul similar to Paragraph Cd). (Also see the annotations on that exemption.) It addresses 
one lv!:!e o Isposillon- ona fide Earning Agreements. A ROr-R will not apply if the net nectares of Joint Lands that may be earned represent less 
th~n 35% of the t,otal net hectare~ that may_be earned under the Earning .J'.\greement /including option rights that ultimately might not be exercised). 
This structure bnng~ greajer clanty to the impact of a farmout that rncfudes optional elements. The use of the higher percentage also facilitates 
farmouts that comprise Jomt Lands and other lands. 

Parag_raph 24.02(f): This optional Paragraph is new to this document. It allows Parties to exempt all bona fide Earning Agreements from the scor1e of 
the ROFR obligation. Thi~ optional ?Xemptlon provi<;les Parties with !he ability !o farm qui their Working Interest in a dearthal applies only to the Joint 
Lands or a large~ deal without having to comply wit~ a ROFR.. T_h1s exemption duplicates the Paragraph 24.02(e) exemption for some Earning 
Agreements, blrt 1s a much more transparent exemption to administer. 

Subclause 24.04A: i) The CAPL Assignment Procedure applies to all dispositions made under Article 24.00 for which recognition of the assignee 
under the Agreement is sought. It will not apply to dispositions made by OReration of other provisions of this Agreement. Recognition is inherent in 
the op~r.ation of ~uch provisions as the Title Preserying Well penalty ~nd the su~ender provjsions. Issuance oT NO As for tho~~ events would delay 
recogmbon and introduce unnecessary administrative effort and possible confusion that typically exceed the benefits of add1lional documentation. 

ii) Pembina Resources Ltd. v. Saskeneray Inc. [1993] 3 W.W.R. 549 (Alta CA) pertained to the interpretation of an assignment and novation 
agreement for a markebng agreement. I ne assignee attempted to enforce ri._qhts formerly belonging to the assignor for contract years prior to the 
effective date where the gas had already been delivered by the assignor. l Fie only provision ofthe A&N agreement referenced in the Judgment 
Rrovided that !he third paf'!Y does "covenant and agree that from and after the Effective Date the Assignee shall be entitled to hold and enforce all of 
the privilege~ rights and tienefits of the Assignor under the said Agreement to me same extent as though and to the intent and purpose that the 
Assignee hau become a party thereto in the place and stead of the Assignor." 

The RUrchaser of the gas argued thatthe clause provided the assignee only with rights for events occurring or accruing after the effective date. The 
Court did not agree with thaf argument. It found that the reference-to the effective elate modified "entitled to hold", rather than "privileq_es, rights and 
benefits of the Assignor". In essence. the Court determined that the assignor no longer had any status to commence an action for benefits accruing to 
the period prior to tfle "effective dale , such that the assignee was place• in the shoes of the assignor as of the effective date. 

When considering. this case, it is important to recall that the references to the assumRtion or retention of rights, benefits, obligations and liabilities in 
Clauses 3.01 (cl, (e) and (f) of the 1993 CAPL Assignment Procedure were structured to modifv rights and obligations, rather than the entitlement to 
those rights or ffie responsibilitY. for those obligations. It was unclear from the case how (or if) the A&N in guestion addressed the allocation of other 
rights and obligations between the assignee and assignor for pre and P.OSt effective date scenarios. This has caused some concern that assignees 
might be held responsible for pre-effective date obligations because of the case. This appears unfounded, though. A review of the materials filed 
with the Court of Appeal confirmed that the A&N in the case included in a paragraph not referenced in the judgment a clear statement that nothing 
would "be construed as a release of the Assignor from any obligation or liability which may have accrued prior to the Effective Date." 

The other distinguishing factor in an Operating Procedure scenario is a well established indust,-y practice to the contrary of that outcomehparticularly 
in the context or such matters as JV. audits. -it would be an odd result if an assignee that had not been involved in a proP.erty prior tot e "transfer 

• would be exposed to the possibility of either a positive or negative adjustment resulting from an audit pertaining to the period Rrior to the 
sfer date". As the assignee would not have any income from the acguirei:l interest prior to 1he effective date, the allocation of either benefits or 

ob · ns to it for that penod would violate the "matching principle" that forms the foundation of the accrual basis of accounting. 

Subclause 24.048: i) As noted in the annotations on Clause 13.01, Article 13.00 of this version of the document has been modified, so that each 
portion of the Joint Lands with different Working Interests is managed, in effect, under its own separate agreement. 

One of the historical issues relating to segregation under previous versions of the document has been the inclusion of additional third parties in the 
applicable notice of assignment (NOA) iflhose additional third P,arties are involved in other portions of the lands subject to the Agreement because 
only the ORerating Procedure was subJect lo segregation. This Clause supplements Clause 13.01 by stating thatthe thirdsarties for any such NOA 
.!!lfil! be limited to only those third parties that hoTd either a Working Interest or another form of interest (e.g., rarmorholding RR) in those Joint Lands 
sU!)Ject to the NOA. 

ii) To avoid a proliferation of assignment documentation, the assigning Party mav use a single NOA to effect an assignment of interest under more 
man one of the separate agreements deemed to be created under Clause 13.01 1f: {a) it is disposing of an interest under all of the seP.arate 
agreements in whicll it holds an interest; or lb) it chooses to list all the segreoated blocks to which the NOA pertains and the specific interests being 
assigned for each such segregated block. The latter NOA would see listea in the NOA all third parties having interests in any of the applicable 
segregated blocks, even if the lhird parties or their interests differed between the segregated blocks. This Subclause allows the assigning Paftyto list 
as a tfitrd party to the NOA a third parfy that holds an interest in any segregated blocll to which the NOA pertains. It is designed to ensure that a Party 
will not have grounds to reject a l'ilOA because the third parties do no1 have consistent interests in all of the blocks to wFlich the NOA pertains. 

iii) A Part.Y assigning an interest in circumstances in which Clause 13.01 will apply must be aware of any special issues that could arise as a result of 
the creation of a segregated block. Issues relating to such matters as an outstanding area of mutual interest, ioint Production Facilities and, if 
stratigraphic segregation, the handling of existmg wellbores, would need to be addressed on a transaction specific basis. 

Clause 25.05: This Clause is included lo minimize the P.OSsibilitv that a Party could successfully tum lo a Court for reliefif a provision were being 
used to its detriment. A Court has limited jurisdiction to provide a Party with relief against forfeiture, notwithstanding the clear wording of an 
agreement. (See, for example, Sec. 10 of ttie Judicature Act (Alberta).) 

Clause 25.06: One of the requirements for approval of a holding in Alberta is that there be "common ownership" in the area to which the holding 
flpplies, and the Board reserves the discretion to t~rminate ~ holding if this requirement is no longer satisfied. This provision is designed to restrict a 
1-'arfy from attempting to terminate or alter the holdmg based on a cfiange in ownershiP. in a t1ortion of the area to which the holding applies. It is based 
on tlie premise that the Board is unlikely to be concerned as long as !tie "well density' and 'buffer" and "interwell" distance requirements under the 
holding are still being satisfied. 

Clause 25.07: This Clause is included because of the increased emphasis on avoidance of conflicts of interest under corporate compliance policies. 
Internal policies and regulatory requirements also restrict the use of confidential information in the trading of securities. Clause 3.07 ofthis document 
also introduces a requirement to maintain suitable internal controls. These were included in the aftermatfi of the Enron investigation, in recognition of 
the degree of reliance on the OP.erator's financial reporting and greater regulatory requirements for corporate compliance with financial reporting 
standards, such as the U.S. Sarbanes Oxley Act. 
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ANNOTATIONS-ADDENDUM 

I - Special Circumstances In Which Amendments Might Be Considered 

These annotations are designed lo provide an overview of some of the circumstances in which amendments to the Operating Procedure 
may tie appropr1ate. The nature of some of the potential amendments is that they might most effectively be addressed through the 
1nclus1on of additional prov1s1ons m the Head Agreement that will supplement, override or replace the applicable provisions of the 
Operating Procedure. Others would more effectively be addressed through an amendment to the specific provisions of the Operating 
Procedure, such as the inclusion of a proviso or the modification of a time period. The PetroDocs document preparation tool allows users 
to make changes in a way that is clear to users. 

This information has been included to assist users in understanding the document, and is not intended to be a complete examination of 
either those situations or the types of potential amendments that should be considered. 

The one caution in this area is that the benefits of customization have to be weighed against the associated cost. While specific 
amendments may be appropriate and acceptable to the Parties, the benefits of standardization begin to be lost with customization that 
reflects only organizational preferences. Every incremental modification above what is required for a particular project introduces a point of 
potential misalignment that could, by itself, delay or frustrate the completion of the Agreement. It is also important to remember that an 
adjustment to one provision will often have consequences in other areas of the document that wm often not be appreciated by users. 

A. Remote Areas/Seasonal Access 
• Potential timing issues for Commencement of Operations under Clauses 7.01and10.03, particularly if significant consultation is 

anticipated to be required to obtain access and regulatory approvals. 
• Increase to the period of Commencement in this document and potential application of Force MajeureArticle mitigate risk 

on this issue significantly, though. 
• The simplest modification is to mcrease by 60-120 days the time periods prescribed by those Clauses, and Parties should 

identifv this possibility in their precedent election sheet to minimize the possibility ii might be overlooked. 
• Possi51e revision of definition of "Commencement" in areas with difficult access to link to initiation of surface construction, 

rather than Spudding. 
• Possible further requirement that Spudding has to occur within X days of completion of surface construction? 

• Should consider if there are any special facilities issues that need to be addressed in the Head Agreement about construction of 
new regional facilities or access to existing facilities owned by a Party. 

B. SourGas 

C. 

• Potential timing issues for Commencement of Operations under Clauses 7.01 and 10.03 if significant consultation is anticipated 
to be required to obtain surface access and regulatory approvals. 
• Increase to the period of Commencement 1n this document and potential application of Force Majeure mitigate risk on this 

issue significantly, though. 
• The simplest modification is to increase by 60-120 days the time periods prescribed by those Clauses, and Parties should 

identify this possibility in their precedent election sheet to minimize the possibility it might be overlooked. 
• The nature of the contemplated pre-Spud activities may warrant setting up an interim AFE, as contemplated in annotation 

(vii) on the definition of AFE in Clause 1.01. 
• Possible modification to Subclause 3.01 C for the overexpenditure scenario for high cost operating areas. 

• Mechanism in which a Party could elect to become a Non-Participating Party on the same basis as for a Deepening under 
Article 10.00 once costs exceed a specified overexpenditure threshola (e.g., 35%, 50%, etc.)? 
• Restriction that a Party could not exercise this nght during an emergency or during drilling difficulties. 
• Would also need to be clear about expectations for Abandonment costs. 

• May want to modify Operator's liability to req_uire Gross Negligence or Wilful Misconductto be by Operator's Senior Supervisory 
Personnel. (See annotation (v) on the definition of Gross Negligence or Wilful Misconduct.) 

• Might want to be more specific about consultation expectations and status reports in Clauses 3.05 and 3.09. 
• Need to review Clause 3.11 insurance coverage carefully. 

• Individual duty to have control of well insurance coverage at a prescribed level? 
• Exception for all (or some) of the initial Parties and their Affiliates, to recognize that financial viability of at least some of 

the current owners is not an issue? 
• May be beneficial to include a mechanism to review the selection of Alternate 3.11C(b) if there is a change of Parties. 

• Need to review the Clause 10.04 election carefully for the ability of a Non-Operator to operate an Independent Operation in which 
the Operator participates. . . 

• Should consider if there are any special facilities issues that need to be addressed in the Head Agreement about construction of 
new regional facilities or access to existing facilities owned by a Party. 

High-Risk, High-Reward Wildcat Exploration Programs 
• Potentially some of the same issues identified in A and B above, depending on the location and type of production anticipated. 
• Some special features to consider if: (i) the lands are held by more than two Parties and no single Party holds a dominant 

Working Interest;. (ii) there is a large amount of open P&NG rights in the area; (iii) none of the Parties is otherwise active in the 
project area; and {iv) the initial Operations can confirm or invalidate the play type. 
• Ability to approve Operations of a certain type or below a certain cost threshold through a less than unanimous vote? 
• An Operating Committee mechanism of some sort as a vehicle for joint planning and expenditure forecasting if significant 

capital expenditures forecast? 
• Possible inclusion of a mechanism whereby G&G programs within the AMI/project area for at least some period must be 

propqsed to the other Parties as a Joint Operation. 
• Modification whereby a Non-Participating Party may not participate in a well within the area of a G&G program conducted by 

fewer than all of the Parties without equalization into the program on some basis? 
• Variation so that equalization isn't required if at the time the well is proposed it already has proprietary or trade seismic 

at the well location? 
• Protects a Party with 20 seismic data from a 30 program it believes is unnecessary. 

• Inclusion of some flexibility to change the scope for complex foothills type plays where Sidetracking is contemplated, given the 
frontier type nature of some of these project areas? (Parties might want to identify this possibility in their precedent election sheet 
to minimize the possibility that the issue is overlooked.) 
• Ability to conduct Sidetracking within a specified area associated with the well relative to Non-Participating Parties? 

• Sample of this type of provision: Notwithstanding the description of a drilling operation in an AFE or Operation Notice, 
the situations encountered in a well drilled in the area of the Joint Lands are such that the Participating Parties might 
intentionally choose to deviate the well from the well described in the original associated AFE or Operation Notice as 
information from that well is obtained. As between the Participating Parties and each Non-Participating Party with 
respect to that well, the original election of a Non-Participating Party not lo participate in the well will remain in effect 
(and no right to elect to participate in the revised well will arise due to such revision), provided that (i) the revised well is 
still being drilled to the deepest formation identified in such original AFE or Operation Notice; (ii) the revised well is not 
being drilled to a deeper formation than that identified deepest formation; {iii) the revised location for the well is with 
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respect to Joint Lands in which the Parties hold the same Working Interests as !hey do with respect to the Joint Lands 
that included the original bottomhole location for the well; {iv) the revised location of the well will not be one which would 
result in the reduction of !he production allowable for the well under the Regulations because of the wall's revised 
location; and (v) the bona fide anticipated revised location is otherwise within --~ metres of the anticipated 
bottom hole location identified in that original AFE or Operation Notice. All costs incurred for that well, including those 
associated with any such deviation, willbe included in ariy cost recovery applicable to that well. 

• Some financial cap or other restriction for protection to participants? 
• Inclusion of a modification to Clause 10.07 cos! recovery for certain types of Exploratory Wells so that there is a "forced farmout". 

• Could apply, for example, lo the first X Exploratory Wells drilled under the Agreement, the first well on a particular 
"Prospect'', Exploratory Wells Spudded prior to a specified date or Exploratory Wells not less than X km from another well 
that penetrated the Z formation. 

• Should consider if there are any special facilities issues that need to be addressed in the Head Agreement about construction of 
new regional facilities or access to existing facilities owned by a Party. 

D. Pattern Drilling Programs (Shallow Gas/Conventional Heavy Oil) 
• Operating Procedure historically has not optimally handled multi-well pattern shallow gas or conventional heavy oil drilling 

programs in which well results from individual wells are not expected to vary materially. 
• Potential modifications could facilitate approval and conduct of the drilling program. 

• Use of optional Subclause 10.02G or subsequent amendment whereby it will be selected if not originally selected. 
• Negotiation of technical parameters under which the Operator may automatically proceed to test wells without requirement 

for authorizations for each well? 

E. Complex Horizontal Well Operations 
• It is critical to assess carefully the degree to which the document, in its unamended form, offers enough content for complex 

Horizontal Well Operations that are contemplated, such as secondary or tertiary recovery schemes. 
• Does ii suitably address recognized producing issues and the range of issues relating to the use of unique technology? 
• Does it provide the appropriate balance of flexibility for the Operator and financial controls for the Non-Operators? 

• Can the Operator make the necessary real time decisions inherent in the contemplated horizontal Operations? 
• Are there appropriate protections included for the benefit of the Non-Operators, so that they are comfortable with the 

implications of agreeing to participate in (or electing not to i:mrticipate in) any particular horizontal Operation? 
• A number of additional issues should be considerecl by the Parties sucfl as: 

• Are any revisions desired to the definition of "Development Well'' or the definition of "Spacing Unit"? 
• Are the Parties comfortable with the degree of flexibility afforded the Operator under Clause 8.02? 
• Are the Parties comfortable with the manner of handling the "Casing Point" type election in Clause 8.03? 

F. Unconventional Gas Operations 
• Clear identification of rights (e.g., coal or shale horizons only?). 

• Reserved formations mechanisms. 
• Need to understand the expectations for involvement of the Non-Operators in the planning of Operations, given the likelihood that 

there will be more than two owners in many cases. 
• Establish an Operating Committee model, if warranted by the capital program, owner% and ongoing similarities lo units? 

• Approval thresholds? 
• Will there be a formal budgeting process of some sort? 

• Minimum committed program for initial period? 
• Any special environmental and consultation requirements? 

• Special access issues probably associated with this type of project, notwithstanding the use of drilling pads. 
• Drilling density and water handling, with impact magnified by success. 

• Extensive stakeholder consultation probably required in many cases. 
• Expectations for advocacy efforts with regulators/lessors? 

• Additional financial and tenure issues associated with this type of project 
• Offsets and continuation mechanisms. 
• Potential royalty issues-deductions againstmyalty, flaring. 

• Different handling of pilots and development projects? 
• Any modifications to such definitions as "Commercial Quantities", "Equipping•, "Paying Quantities", etc. required? 
• Basis for proceeding independently? 

• What is the appropriate penally mechanism? 
• Modifications lo Casing Point mechanism? 
• Differences between Exploratory Wells, "stepout wells" and Development Wells? 
• Link development to previous CBM activities, rather than conventional wells. 
• Project based or well specific? 
• Pro1ect based Abandonment? 

G. "North of 60" Operations 
• Important for users to understand those principles of the Operating Procedure that translate well lo northern operations, those 

that need to be modified somewhat and those that need to be relt\ought entirely. 
• Many of the modifications to this version of the Operating Procedure were made to provide a more effective platform for 

more complex projects, such as northern operations. . 
• Degree of required modification will generally increase as one moves further north because of the increasing logistical 

challenges and the potential magnitude of the costs. 
• Need to understand the expectations for the involvement of the Non-Operators in the planning and possibly conduct of 

Operations, given the likelihood that there will be more than two owners in many cases. 
• Establish an Operating Committee model from the commencement of the project? 
• Use of a more traditional AFE Operator/Non-Operator approval model under which an Operating Committee may be 

established at a later dale (i.e., development stage or agreement of the owners)? 
• Agreement would need to be clear on expectations for such matters as the technical dialogue process, the budget 

process and approval of certain items through less than unanimous approval. 
• Need to be clear about expectations for charging internal labour costs associated with any joint technical teams. 

• Need to be clear about local benefits obligations and expectations. 
• May wish to add some provisions in the Head Agreement about the negotiation of local benefits agreements and the 

requirement for compliance. 
• May wish to expand Subclause 3.03B on the basis outlined in the annotations to provide additional clarity about the 

expectations for contracts being entered into for the Joint Account. 
• May wish to expand the consultation component of Clause 3.09 about the degree to which Non-Operators may participate in 

the consultation process and the expectations for status reports from the Operator. 
• Need to confirm that the document ensures that consultation costs associated with activities conducted for the Joint 

Account are chargeable for the Joint Account. 
• May wish to include staffing and supply of goods and services as part of the budget process. 
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• Need to be clear about interface with regulators and the responsibilities of the "designated representative". 
• To what degree are the Non-Operators lo be consulted with respect to non-routine issues? 

• Handling of applications for significant discovery licences, etc. 
• Need to be clear about prioritization if multiple "regulators" involved in activities (i.e., areas with settled land claims). 

• Exploration and appraisal operations. 
• Possible inclusion of a mechanism whereby G&G programs within the AMI/project area for at least some period must be 

proposed to the other Parties as a Joint Operation. 
• Modification whereby a Non-Participating Party may not participate in a well within the area of a G&G program 

con~u.cted by fewer th~n ~II of th,e Parties .yithout eciualization ii:ito the program on some basis? 
• Vanat1on so that equallzatIon 1sn t required If at the time the well Is proposed it already has proprietary or trade seismic 

at the well location? 
• . Protects a Party with 2D seismic data from a 3D program it believes is unnecessary. 

• May ~sh to modify definitions of Exploratory and Development Wells from a distance test to a technical test and to add a 
definition of Prospect. 
• Add definition of "Appraisal Well", with consequential penalty impact? 

• M~y wish jo have som_e types of Operations approved through a less than unanimous approval process, so that Parties are 
usmg sImIlar information bases. 

• How lo ma_nage cost ~lloc~tion issues. associated with the north, particularly for the far north? 
• Al!ocat!on of mob11tzation costs to the north across a drilling program. 
• Allocation of standby charges inherent in maintaining equipment in areas of the north on a year round basis. 
• Allocation of charges for use of a staging and base camp area owned by fewer than all of the Parties. 

• How to manage overexpenditures? 
• Suitability of cost recovery penalties or land forfeiture penalties? 
• Suitability of "cash premium" penalties, such as commonly used internationally? 

• If so, what are the percentages, the reinstatement mechanism and the related timing window? 
• Ability to conduct Sidetracking within specified area without triggering Non-Participating Parties' re-election rights as 

described in the High-Risk, High-Reward review in Item C above. ' 
• May wish to address expectations for "Pre-Development'' and "Development" in the Head Agreement in the context of the 

different regulatory and operating environment. 
• Does the level of participation by the Non-Operators in the planning of Operations increase? 
• Whatis the approval threshold for studies and the preparation of the Development Plan? 
• Expectations for approval-a project or well-by-well approvals? 
• Will a Party be able to drill additional Development Wells independently once the field is on production or will additional 

drilling be conducted under unit type approval processes? 
• Additional Development Wells drilled through a less than unanimous approval process? 
• No ability to drill a Development Well independently if the applicable approval threshold is not obtained? 

• Basis for approval of subsequent Production Facilities or expansions? 
• Potentially advantageous to use less than unanimous approval process. 
• Is there a process in which facilities shift to being managed under a CO&O agreement? 

• A potential range of marketing type issues associated with transportation commitments. 
• A front-end mechanism to encourage coordination of transportation commitments, particularly for the far north? 
• What are the consequences if a Party fails to obtain sufficient transportation capacity to handle its share of production? 

• To what degree would the traditional WCSB marketing fee mechanism provide suitable compensation? 
• Inclusion of a mechanism under which an abandonment fund may be established? 

• Special tax issues respecting an abandonment fund. 

II - Case Law Respecting Fiduciary Obligations And Breach Of Confidence 

A. Fiduciary Obligations 

One of the evolving areas of the law is the area of fiduciary obligations. There have been several major cases in this area since the late 
·f980s, and some nave been in the context of the oil and gas ana mining industries. As noted in the annotations in Section B below, this 
issue will also frequently be raised in conjunction with a claim for breach of confidence when a misuse of confidential information is alleged. 

As noted in the consideration of the~ decision in the annotations on Clause 5.07, that judgment found that the intention that the 
Operator acts for the benefit of the Parties pervaded the entire 1981 document. 

The leadih1g Canadian case is Lac Minerals v. Inter ational Corona Resources Lid., [198912 S.C.R. 574 (S.C.C.), affirming (1987), 44 
D.L.R. (4 ) 592 {Ont. C.A.) and (1986), 25 DLR. ( ) 5 4 {Ont. H.C .. As noted in more detail in the annotations in Section B below, the 
case related to the use of information disclosed in confidence during negotiations to acquire promising adjacent mineral claims. 

The Supreme Court of Canada confirmed the finding of the lower Courts that Lac was liable to Corona. It applied the doctrine of 
constructive trust lo award the other mineral claims to Corona, so that the fiduciary could not profit from the breach of the trust. {Also see, 
Midcon Oil & Gas Lid. v. New British Dominion Oil Co., [19581 S.C.R. 3·14 (S.C.C.) respecting the doctrine of constructive trust.) The 
maJonty op1111on of the Supreme Court found Lac liable 111 two ways-breach of confidence (Section B below) and breach of fiduciary duty. 

The Supreme Court recognized that a fiduciary relationship does not normally arise between arm's length commercial parties. It found that 
a fiduciary obligation or duty can arise out of the specific facts, however, even though fiduciary obligations normally would not be expected. 
The majority juagment chose to apply the test from a dissenting judgment in an earlier case (Frame v. Smith, [1987] 2 S. C .R.99 (S. C. C.)) to 
determine whether a fiduciary obligation exists. The three general characteristics in this test were:TaJlfle fiduciary has scope for the 
exercise of some discretion or power; (b) the fiduciary can unilaterally exercise that power or discretion so as to affect the beneficiary's legal 
or practical interests; and (c) the beneficiary is peculiarly vulnerable to or at the mercy of the fiduciary holding the discretion or power". 

Another important issue that arose in the early 1990s about the conduct of the parties in a contractual relationship was the doctrine of "good 
faith". This is basically an American doctrine that provides that: "Every contract imposes upon each pa~ a duty of good faith and fair 
dealing in its performance and its enforcement." The Supreme Court in Lac made a passing reference that: 'The institution of bargaining in 
good faith is one that is worthy of legal protection in those circumstances where that protection accords with the expectations of the parties.• 

The doctrine was considered in Gateway Real)wltd. v. Arton Holdings Ltd., [1992] N.S.J. No. 175 {N.S.C.A.), affirming ["1991] N.S.J. No. 
362 (N.S.S.C. - T.D.). The Trial Judge stated:· hat will constitute bad faith or breach of the conduct described above will depend on the 
terms of the contract and the circumstances of each case. In most cases, bad faith can be said to occur when one party without reasonable 
justification, acts in relation to the contracts in a manner where the result would be to substantially nullify the bargained objective or benefit 
contracted for by the other, or to cause significant harm lo the other, contrary to the original purpose and expectation of the parties." 

It is in the backdrop of these cases that the more recent Alberta cases about relationship based claims must be considered. There were 
several of these cases in Alberta in the early 1990s, with some decided before issuance of judgments from the Alberta Court of Appeal with 
respect to the~ and~ cases noted below. These cases included: (a) Consolidated Oil & Gas Inc. v. Suncor Inc. ['1993] A.J. 485 
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{Alta. Q.B.), which considered fiduciary obligations and the "duty of good faith"; (b} Erehwon Ex~loralion Ltd. v. Northstar Ener~y Corp., 
(1993] A.J. No.916 (Alta. Q.B.), which considered, among other issues, fiduciary obligations and t e ''duty of good faith" m circums~ances m 
which a CAPL Operating Procedure applied, and determined that an Operator is in a fiduciary role with respect to many of its functions, 
where the determination is issue and fact specific and must be examined in the context of the particular contract; (c) Prairie Pacific Energy 
hQil1. v. Scurry-Rainbow Oil Ltd., f"l 994] A.J. No. 36 {Alta. Q.B.), which considered the nature of an Operator's fiduciary obligations in the 
context of a pre-CA PL Operating Procedure; (d) Novalta ResourcesUd. v. Ortynsky ~xploration Ltd., (1994] A.J. No. 1101 (Alta. Q.8.), 
which considered, among other issues, the nature of the Operator's fiduciary obhga ions m the context of the 198'1 CAPL Operating 
Procedure and the "duty of good faith"; and (e) Opron Construction Co. v. Alberta, [1994] A.J. No 224 (Alta. Q.B.), which, in a construction 
tendering context, considered, in part, the "duly of good faith". 

The "good faith" issue was considered in Mesa Operating Ltd. v. Amoco Canada Resources Ltd., [1994] A.J. No. 201 (Alla. CA), affirming 
(1992] A.J. No. 287 (Alta. Q.8.). In essence, the case pertamed to a situation in which a half-section subject to Mesa's ORR and held by 
Amoco was included in an acreage based pooling with another half section in which Amoco also held a working interest with other owners. 
The critical finding of fact was the determination that the vast majority of the reserves were within the half-section subject to the ORR. The 
Court at trial found for the ORR holder on the basis of the "duty of good faith." The Court of Appeal agreed that Amoco was liable to Mesa, 
but was not prepared to do so on the basis of a "duty of good faith". The Court of Appeal judgment stated in part; "The rule that governs 
here can, therefore, be expressed much more narrowly than to speak of good faith, although I suspect it is in reality the sort of thing some 
judges have in mind when they speak of good faith. As the trial judge saia, a party cannot exercise a power granted in a contract in a way 
that "substantially nullifies the contractual objectives or causes significant harm to the other contrary to the original purposes or 
expectations of the parties." Subsequent cases in which the Courts made a similar conclusion were Transamerica Life Inc. et al. v. ING 
Canada Inc. (2003), 68 O.R. (3d) 457 (Ont. CA) and .!:!.!!D.fill. V. Cartwright, [2007] AJ. No. 334 (Alta. Q.B.). -

The leading Alberta case on the issue of fiduciary obligations in the context of the CAPL Operating Procedure is Luscar Ltd. v. Pembina 
Resources Ltd., [1994] A.J. 864 (Alta. CA), reversing [1991] A.J. No. '1051 (Alta. Q.BJ, leave to appeal to the Supreme court of Canada 
denied, ['1995] S.C.C.A. No. 6. The case pertained to a pre-CAPL form of agreement that the defendant may have breached many years 
previously with respect to several AMI acquisitions. The Trial Judge determined that the plaintiffs were entitled to a remedy in equity 
because of the Operator's breach of fiduciary obligations with respect to the AMI acquisitions and other duties {including for the latter a duty 
to share the Operator's proprietary interpretations so that the parties could jointly pursue new opportunities and a duty to optimize 
exploration and exploitation of the joint rights). 

In reversing the decision, the Court of Appeal stated in part: "It may well have duties of loyalty arising from its position, and not be able to 
use advantages it gains exclusively as operator. For instance, if it deliberately misrepresented well results or facts, that might be a breach 
of a fiduciary duty such that equity would require disgorgement of any profit gained. While I accept that there may be fiduciary aspects of 
the duties of an operator, not every duty is fiduciary. The mere fact a contract imposes responsibilities on one party upon which another 
relies, does not mean the first party is automatically a fiduciary with respect to the duty created. Moreover, where a specific term of a 
contract addresses an issue, the contractual remedy may properly redress the wrong, thereby reducing any vulnerability. The parlies, 
having addressed the issue specifically by contract, without making the duty to give notice a fiduciary one is also a factor to be 
considered .. .Thus a party may have fiduciary obligations arising from its relationship, but not every obligation is a fiduciary one." The Court 
of Appeal also had difficulty with finding the dependency required for a fiduciary relationship when parties were on an equal fooling. 

One instance in which a fiduciary obligation might be found is in the circumstance in which the Operator has an interest in offsetting lands in 
the same pool if it stands to profit by not placing a well on production respecting the Joint Lands. (See Moco Resources Ltd. v. ~ 
Canada Resources, [1997] A.J. No 116 (Alta. Q.8.).) 

The law in this area is evolving. What is clear is that a Party that exercises discretion in a manner that it knows will harm its co-venturers 
may be vulnerable to legal challenge if its behaviours appear dubious. 

B. Breach of Confidence 

Fiduciary obligations were reviewed in the preceding Section. The law respecting breach of confidence is not coextensive, but is not 
entirely distinct either. It is also an evolvingie.rea. The leading case of Lac Minerals v.~ntemational Coronfc Resources Ltd.

1 
[198912 S.C.R. 

574 (S.C.C.), affirming (1987), 44DLR. (4 )592 (Ont. CA)and (1986), 25 D.L.R. (41'}504 (Ont. H.C.}, o_rexample, rela ed to the use of 
information disclosed in confidence in the context of a possible business venture to acquire an adjacent mmeral property. In essence, the 
case pertained to a situation in which Corona disclosed sensitive proprietary information about a mineral property to Lac in the early stages 
of a possible joint venture. Those parties did not enter into a confidentiality agreement. Lac proceeded to acquire an adjacent property that 
the information indicated to be prospective, where the disclosed information was found to be the "springboardn to the acquisition. 

The Supreme Court determined that the test for breach of confidence required an injured party to establish three elements: (a) that the 
information conveyed was confidential; (b) that !1 was communicated in confidence; and (c)_tll~I it was misused by the party to whom it was 
communicated. The absence of a confidentiality agreement was not fatal lo Corona's claim m that case, as the Supreme Court placed 
significant weight on industry practice in the mining industry. Although the conventional remedies for breach of confidence would _be an 
accounting for profits or damages, the Supreme Court chose to apply the remedy of constructive trust, and awarded Corona the adJacent 
property in its entirety. 

The remedy that will be applied for a misuse of con,t;dential information is dependent on the particular circumstances. In Ontex Resources 
Ltd. v. Metalore Resources Ltd. ("1993), 13 O.R. (3 )229 (Ont. CA), application for leave to appeal dismissed, [1993] S.c.c. A. No. 37o, 
the operator of a mining property intentionally withheld information it was required to share with the other party on an annual basis. The 
operator proceeded to purchase the property from the other party and to acquire adjacent properties that were prospective for its own 
account. Although the Court of Appeal rescinded the sale agreement, it was not prepared to find on the facts that there was a constructive 
trust for the adjacent lands. 

One outstanding issue raised by the Ontex case is the degree to which an Operator must make full disclosure of all information it 
possesses for a property when trying to purchase another Party's interest. It seems clear from the decision that non-disclosure of 
mformation that the Operator is required to provide would potentially leave the purchase open to challenge, unless the selling Party was 
consciously prepared lo make the disposition without access to that information. Clauses 1.05 and 18.04, on the other hand, should enable 
purchasers to make an offer based on information to which the vendor has no entitlement under the Agreement. An unanswered question 
is if an Operator willing to buy a Working Interest must disclose a work program lhatthe Operator plans lo propose for the Joint Account. 

The breach of confidence issue was considered in an oil and gas context in Cinabar Enterprises Ltd. v. Richland Petroleum Corp., [1998] 
A.J. No. 891 (Alla. Q.B.). This case pertained to a situation in which a party shared information in the early stage of potential negotiations 
without a confidentiality agreement in place. The party receiving the information realized from the discussion that the lease had terminated 
years previously and proceeded to acquire a new lease. This information was also in the public domain, such that the other party could 
have easily confirmed this using data that was readily available to it 

Although the Court quoted the Lac test with approval, the Court found that the information was not confidential or conveyed in confidence. 
These findings were based on Tiiefact that the information was already in the public domain and the determination that the disclosing party 
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did not have the belief that the information could be used to its detriment (e.g., its belief that its lease was valid). (ltis also important to note 
that the facts also indicated that the other party had independently developed a different play on the lands prior to the meeting.) 

The Court considered the custom and practice respecting the sharing of information in the oil and gas industry, but did not have to make a 
determination on this issue after the finding that the shared information was not confidential. 

Given the evolving nature of the law in this area, users should ensure that they comply with the obligations in the Agreement for the 
handling of information. Parties disclosing confidential information in commercial negotiations should also attempt to control their own 
destiny by entering into an appropriate confidentiality agreement prior to any such disclosure. 

Ill - Miscellaneous Annotations On ROFRs 

i) There may be instances in which the Parties choose to include a "first right of negotiation• in their Agreement instead of either of the 
presented options. In essence, this type of mechanism requires a Party contemplating a disposition to solicit offers from the other Parties 
within a prescribed period (typically 30 days). If the Party does not accept an offer from the other Parties, it may try to obtain a better offer 
from the marketplace for a prescribed period (e.g., 180 days) without any ROFR ty. pe obligation attaching to a trans.action more favourable 
to it. (See Article 12.2(F} of the 2002 AIPN Operating Procedure for a sample provision of this tvpe.) This tyl)e of provision was not 
included because of the view that the Alternate would not be frequently used and that a Party consicfering a disposition in Western Canada 
would typically be motivated to determine the interest of the other Parties in the property in practice. 

ii) A Party that does not comply with a right of first refusal obligation faces the risk that a Court could order specific performance if the 
acquiring party knew or should have known that there was a ROFR. See, for example, Canadian Lona Island Petroleu~s Lid. et al. v. 
Irvin Industries Irvin Wire Products Division Ltd. et al [1974] 6 W.W.R. 385 (S.C.C.), affirming, [1973] 5 W.W.R. 99 ( Jta. S.C., App. 

1v. ,mw 1c I wascear a eass1gneewasawareo theROFR. Sincethatdecision,Albertahasamended TheLawotPropertyActto 
address a right offirst refusal. Section 63 provides that a right of first refusal is an equitable interest in land and may be registered under 
that Act (application limited to freehold). The common law cases on prioritv now apply lo registrable rights of first refusal in Alberta. The 
failure to file a caveat protecting a right of first refusal had a negative impact on the offerees m Calcrude Oils Ltd. v. Langeyin Resources, 
[2003] A.J. No. 1575 (Alta Q.B.). 

iii) The proposed assignee may also hold a ROFR if it already owns an interest in the property. If so, the assignee should exercise its 
ROFR. The owners exercising the ROFR have priority over the assignee under the Operating Procedure. If another offeree exercised its 
ROFR and the assignee did not exercise, the exercising offeree would acquire the applicable interest in its entirety. 

iv) Unit agreements seldom include any restriction on dispositions. Operations for the unitized zone are conducted under the unit 
agreement. Some assume, therefore, that the Operating Procedure no longer applies to the unitized zone, such that a ROFR obligation 
therein does not apply to the unitized interest. Unless the unit agreement specifically states that it has superseded the prior agreement for 
.!!!.!, purposes, the generally accepted view is that a ROFR in the land agreement continues to apply to the owners in the tract. 

v} Similar considerations as for a unit agreement potentially apply to the interrelationship between a subsequent non-cross-conveyed 
pooling agreement and the original agreements under which the pooled interests were held. If, for example, the pooling agreement included 
a consent mechanism and the original agreement included a ROFR, the ROFR in the original agreement arguably still applies unless there 
was a clear intention in the subsequent agreement to override the ROFR This type of pooling agreement is typically structured as a vehicle 
to allow the lands to be combined for development and production purposes only during the period in which the well is productive, with 
reversionary processes back to the original agreement. To minimize potential confusion later, Parties entering into such a pooling 
agreement should be clear at the time about their expectations for the original ROFR. 

vi} A Disposing Party must check both the land and J.V. agreements for ROFRs. There is a tendency for vendors and purchasers to focus 
only on the land agreements. However, the failure to discover a ROFR in a J.V. agreement when researching title is at least as serious as 
the failure to note a ROFR under a land agreement. ltis also important to remember to check a freehold lease that has been granted byan 
industry player, such as EnCana (PanCanadian), for a possible ROFR. 

vii) The ROFR process in Article IX of the 1999 PJVA CO&O Agreement is similar in many ways to the 1990 CAPL provision, but does have 
major differences. In addition lo differences because of the subject matter, the PJVA provision includes two optional Paragraphs in the 
ROFR exemptions in Clause 902. One pertains to a disposition of substantially all of an Owner's working interest in the wells producing to 
the facility. The other is for a disposition of an interest in the facility that corresponds to the wells being produced to !he facility. 

viii) The ROFR provision in the Operating Procedure generally will not apply to a royalty interest. However, it arguably applies if a farmer 
has the right to convert its ORR to a Working Interest at payout, and Clause 12.02 of the 1997 CAPL F armout & Royalty Procedure is clear 
on this issue if that document applies. This will probably be academic for a poor well. A cautious fam1ee would comply with the obligation if 
payout is anticipated in at least the short to medium term. The converse is also true. lf a Party with a convertible ORR would have a ROFR 
after a payout conversion, that Party might also issue a ROFR. This treatment avoids the allocation issues associated with an asset that 
includes a well subject to a convertible ORR and other lands earned under the same agreement. The election process typically used in 
those notices is on the basis of the after payout interests. 

ix) Parties that accept a ROFR provision must be aware of the potential consequences of the mechanism if they have a tendency to 
dispose of a portion of their interestto "partners" who are not recognized in any mannerunder the Agreement. The obligation to issue !he 
Disposition Notice accrued as of the time of the disposition, and is not contingent on the proposed recognition of the "silent partner". If the 
original disposition is discovered years after the fact, this could possibly then enable the other Parties to acquire the disposed interest for 
the original price, subject to an accounting adjustment for revenues and costs since that time. 

This was the major issue relating lo the 1974 document in Calcrude Oils Ltd. v. Langevin Resources, [2003JA.J. No. 1575 (Alta. Q.B.). In 
essence, Enerplus purchased an interest from Langevin, where Enerplus had a silent partner that acquired '10% of its interest for a 
proportionate amount of the purchase price. The silent partner's interest then passed hands several times through transactions that 
basically involved all of the vendor's assets in Alberta until the ROFR gap was addressed by a purchaser in the chain. Although Enerplus 
had tried lo claim that the interest of a silent partner can be held without attracting a ROFR, the Court disagreed, slating: " ... The 
Defendants have taken the position that there is no obligation to provide a ROFR Notice pursuant to the Farmout Agreement as long as 
some other Party (not necessarily the vendor) holds the interest in trust following the disposition. This is contrary to the unequivocal words 
of the CAPL clause 2401 that a ROFR notice must be provided upon any intention to sell an interest. <The Court then quotes the good faith 
requirement noted in GATX as quoted in the annotations on Alternate 24.018:> ... There is no authoritythatthey are to be relieved from their 
contractual obligationssli'nply because they arrange for Enerplus to hold the interest in trust. In fact, the authority is quite to the contrary." 

The Court then determined that there was no basis lo conclude that the plaintiffs would have exercised on the Enerplus transaction with its 
silent partner, as they did not exercise their ROFR for the original Langevin-Enerplus disposition. Failure to have filed a caveat for the 
ROFR precluded an award of specific performance. The Court also found that the plaintiffs failed to mitigate their damages by acquiring the 
interest when the ROFR was eventually offered to them. While the Court found that there was a breach of the ROFR obligation, ii found on 
the facts of this particular case that it was a technical breach and awarded damages of only $1. 
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COURT FILE NUMBER 2301-04480

COURT COURT OF KING’S BENCH OF ALBERTA

JUDICIAL CENTRE CALGARY

PLAINTIFF ORPHAN WELL ASSOCIATION

DEFENDANT EVEREST CANADIAN RESOURCES CORP. 

DOCUMENT RECEIVERSHIP ORDER

ADDRESS FOR 
SERVICE AND 
CONTACT 
INFORMATION OF 
PARTY FILING THIS 
DOCUMENT 
 

MLT AIKINS LLP
2100, 222 - 3rd Ave SW 
Calgary, AB T2P 0B4 
Telephone:      403.693.5420 
Fax:  403.508.4349 
Attention:  Ryan Zahara 
File:  0147836.00003 

DATE ON WHICH ORDER WAS PRONOUNCED:               APRIL 5, 2023 
 
LOCATION OF HEARING:                  EDMONTON, ALBERTA 

NAME OF JUSTICE WHO GRANTED THIS ORDER:   JUSTICE M.E. BURNS 
 

UPON the application of the Orphan Well Association (the “OWA”) in respect of Everest 

Canadian Resources Corp. (the “Debtor”); AND UPON having read the Application, the Affidavit 

of Lars De Pauw sworn on April 4, 2023, the Affidavit of Lars De Pauw sworn on March 30, 2023, 

in Action No. 2301-04293, the Supplemental Affidavit of Lars De Pauw, sworn on April 3, 2023, 

in Action No. 2301-04293; and the Affidavit of Service of Joy Mutuku, filed; AND UPON reading 

the consent of PricewaterhouseCoopers Inc. to act as receiver and manager (the “Receiver”) of 

the Debtor, filed; AND UPON hearing counsel for the OWA, counsel for the proposed Receiver, 

counsel for Greenfire Resources Inc. (“Greenfire”), and any other counsel or other interested 

parties present; IT IS HEREBY ORDERED AND DECLARED THAT: 

Service 

1. The time for service of the notice of application for this order (the “Order”) is hereby 

abridged and deemed good and sufficient and this application is properly returnable today. 

Clerk’s Stamp 

CS

FILED
Apr 06, 2023
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Appointment

2. Pursuant to sections 13(2) of the Judicature Act, RSA 2000, c.J-2, 99(a) of the Business 

Corporations Act, RSA 2000, c.B-9, and section 106.1 of the Oil and Gas Conservation 

Act, RSA 2000, c O-6, PricewaterhouseCoopers Inc. is hereby appointed Receiver, 

without security, of all of the Debtor's current and future assets, undertakings and 

properties of every nature and kind whatsoever, and wherever situate, including all 

proceeds thereof (the “Property”). 

Receiver’s Powers 

3. The Receiver is hereby empowered and authorized, but not obligated, to act at once in 

respect of the Property and, without in any way limiting the generality of the foregoing, the 

Receiver is hereby expressly empowered and authorized to do any of the following where 

the Receiver considers it necessary or desirable: 

(a) to take possession of and exercise control over the Property and any and all 

proceeds, receipts and disbursements arising out of or from the Property, which 

shall include the Receiver’s ability: 

i. to abandon, dispose of, or otherwise release any interest in any of the 

Debtor’s real or personal property, or any right in any immoveable; and 

ii. upon further order of the Court, to abandon, dispose of, or otherwise 

release any license or authorization issued by the Alberta Energy 

Regulator, or any other similar government authority; 

(b) to receive, preserve and protect the Property, or any part or parts thereof, 

including, but not limited to, the changing of locks and security codes, the 

relocating of Property to safeguard it, the engaging of independent security 

personnel, the taking of physical inventories and the placement of such insurance 

coverage as may be necessary or desirable; 

(c) to manage, operate and carry on the business of the Debtor, including the powers 

to enter into any agreements, incur any obligations in the ordinary course of 

business, cease to carry on all or any part of the business, or cease to perform any 

contracts of the Debtor; 

(d) to engage consultants, appraisers, agents, experts, auditors, accountants, 

managers, counsel and such other persons from time to time and on whatever 
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basis, including on a temporary basis, to assist with the exercise of the Receiver’s 

powers and duties, including without limitation those conferred by this Order; 

(e) to purchase or lease machinery, equipment, inventories, supplies, premises or 

other assets to continue the business of the Debtor or any part or parts thereof; 

(f) to receive and collect all monies and accounts now owed or hereafter owing to the 

Debtor and to exercise all remedies of the Debtor in collecting such monies, 

including, without limitation, to enforce any security held by the Debtor; 

(g) to settle, extend or compromise any indebtedness owing to or by the Debtor; 

(h) to execute, assign, issue and endorse documents of whatever nature in respect of 

any of the Property, whether in the Receiver's name or in the name and on behalf 

of the Debtor, for any purpose pursuant to this Order;  

(i) to undertake environmental or workers' health and safety assessments of the 

Property and operations of the Debtor; 

(j) to initiate, prosecute and continue the prosecution of any and all proceedings and 

to defend all proceedings now pending or hereafter instituted with respect to the 

Debtor, the Property or the Receiver, and to settle or compromise any such 

proceedings. The authority hereby conveyed shall extend to such appeals or 

applications for judicial review in respect of any order or judgment pronounced in 

any such proceeding, and provided further that nothing in this Order shall authorize 

the Receiver to defend or settle the action in which this Order is made unless 

otherwise directed by this Court; 

(k) to market any or all the Property, including advertising and soliciting offers in 

respect of the Property or any part or parts thereof and negotiating such terms and 

conditions of sale as the Receiver in its discretion may deem appropriate; 

(l) to sell, convey, transfer, lease or assign the Property or any part or parts thereof 

out of the ordinary course of business: 

i. without the approval of this Court in respect of any transaction not 

exceeding $50,000, provided that the aggregate consideration for all such 

transactions does not exceed $250,000; and 
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ii. with the approval of this Court in respect of any transaction in which the 

purchase price or the aggregate purchase price exceeds the applicable 

amount set out in the preceding clause; 

and in each such case notice under subsection 60(8) of the Personal Property 

Security Act, RSA 2000, c. P-7 or any other similar legislation in any other province 

or territory shall not be required. 

(m) to apply for any vesting order or other orders (including, without limitation, 

confidentiality or sealing orders) necessary to convey the Property or any part or 

parts thereof to a purchaser or purchasers thereof, free and clear of any liens or 

encumbrances affecting such Property; 

(n) to report to, meet with and discuss with such affected Persons (as defined below) 

as the Receiver deems appropriate all matters relating to the Property and the 

receivership, and to share information, subject to such terms as to confidentiality 

as the Receiver deems advisable; 

(o) to register a copy of this Order and any other orders in respect of the Property 

against title to any of the Property, and when submitted by the Receiver for 

registration this Order shall be immediately registered by the Registrar of Land 

Titles of Alberta, or any other similar government authority, notwithstanding 

Section 191 of the Land Titles Act, RSA 2000, c. L-4, or the provisions of any other 

similar legislation in any other province or territory, and notwithstanding that the 

appeal period in respect of this Order has not elapsed and the Registrar of Land 

Titles shall accept all Affidavits of Corporate Signing Authority submitted by the 

Receiver in its capacity as Receiver of the Debtor and not in its personal capacity;1

(p) to apply for any permits, licences, approvals or permissions as may be required by 

any governmental authority and any renewals thereof for and on behalf of and, if 

thought desirable by the Receiver, in the name of the Debtor; 

(q) to enter into agreements with any trustee in bankruptcy appointed in respect of the 

Debtor, including, without limiting the generality of the foregoing, the ability to enter 

into occupation agreements for any property owned or leased by the Debtor; 
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(r) to exercise any shareholder, partnership, joint venture or other rights which the 

Debtor may have; and 

(s) to take any steps reasonably incidental to the exercise of these powers or the 

performance of any statutory obligations; 

and in each case where the Receiver takes any such actions or steps, it shall be 

exclusively authorized and empowered to do so, to the exclusion of all other Persons, 

including the Debtor, and without interference from any other Person (as defined below). 

Duty to Provide Access and Co-operations to the Receiver 

4. (i) The Debtor, (ii) all of its current and former directors, officers, employees, agents, 

accountants, legal counsel and shareholders, and all other persons acting on its 

instructions or behalf, and (iii) all other individuals, firms, corporations, governmental 

bodies or agencies, or other entities having notice of this Order (all of the foregoing, 

collectively, being “Persons” and each being a “Person”) shall forthwith advise the 

Receiver of the existence of any Property in such Person's possession or control, shall 

grant immediate and continued access to the Property to the Receiver, and shall deliver 

all such Property (excluding Property subject to liens the validity of which is dependent on 

maintaining possession) to the Receiver upon the Receiver's request. 

5. All Persons shall forthwith advise the Receiver of the existence of any books, documents, 

securities, contracts, orders, corporate and accounting records, and any other papers, 

records and information of any kind related to the business or affairs of the Debtor, and 

any computer programs, computer tapes, computer disks or other data storage media 

containing any such information (the foregoing, collectively, the “Records”) in that 

Person's possession or control, and shall provide to the Receiver or permit the Receiver 

to make, retain and take away copies thereof and grant to the Receiver unfettered access 

to and use of accounting, computer, software and physical facilities relating thereto, 

provided however that nothing in this paragraph or in paragraph 6 of this Order shall 

require the delivery of Records, or the granting of access to Records, which may not be 

disclosed or provided to the Receiver due to the privilege attaching to solicitor-client 

communication or documents prepared in contemplation of litigation or due to statutory 

provisions prohibiting such disclosure. 

6. If any Records are stored or otherwise contained on a computer or other electronic system 

of information storage, whether by independent service provider or otherwise, all Persons 
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in possession or control of such Records shall forthwith give unfettered access to the 

Receiver for the purpose of allowing the Receiver to recover and fully copy all of the 

information contained therein whether by way of printing the information onto paper or 

making copies of computer disks or such other manner of retrieving and copying the 

information as the Receiver in its discretion deems expedient, and shall not alter, erase or 

destroy any Records without the prior written consent of the Receiver. Further, for the 

purposes of this paragraph, all Persons shall provide the Receiver with all such assistance 

in gaining immediate access to the information in the Records as the Receiver may in its 

discretion require including providing the Receiver with instructions on the use of any 

computer or other system and providing the Receiver with any and all access codes, 

account names, and account numbers that may be required to gain access to the 

information. 

No Proceedings Against the Receiver 

7. No proceeding or enforcement process in any court or tribunal (each, a “Proceeding”), 

shall be commenced or continued against the Receiver except with the written consent of 

the Receiver or with leave of this Court. 

No Proceedings Against the Debtor or the Property 

8. No Proceeding against or in respect of the Debtor or the Property shall be commenced or 

continued except with the written consent of the Receiver or with leave of this Court and 

any and all Proceedings currently under way against or in respect of the Debtor or the 

Property are hereby stayed and suspended pending further Order of this Court, provided, 

however, that nothing in this Order shall: (i) prevent any Person from commencing a 

proceeding regarding a claim that might otherwise become barred by statute or an existing 

agreement if such proceeding is not commenced before the expiration of the stay provided 

by this paragraph; and (ii) affect a Regulatory Body’s investigation in respect of the debtor 

or an action, suit or proceeding that is taken in respect of the debtor by or before the 

Regulatory Body, other than the enforcement of a payment order by the Regulatory Body 

or the Court. “Regulatory Body” means a person or body that has powers, duties or 

functions relating to the enforcement or administration of an Act of Parliament or of the 

legislature of a Province. 

No Exercise of Rights of Remedies 

9. All rights and remedies of any Person, whether judicial or extra-judicial, statutory or non-

statutory (including, without limitation, set-off rights) against or in respect of the Debtor or 
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the Receiver or affecting the Property are hereby stayed and suspended and shall not be 

commenced, proceeded with or continued except with leave of this Court, provided, 

however, that this stay and suspension does not apply in respect of any “eligible financial 

contract” (as defined in the BIA), and further provided that nothing in this Order shall: 

(a) empower the Debtor to carry on any business that the Debtor is not lawfully entitled 

to carry on; 

(b) prevent the filing of any registration to preserve or perfect a security interest; 

(c) prevent the registration of a claim for lien; or 

(d) exempt the Debtor from compliance with statutory or regulatory provisions relating 

to health, safety or the environment.  

10. Nothing in this Order shall prevent any party from taking an action against the Debtor 

where such an action must be taken in order to comply with statutory time limitations in 

order to preserve their rights at law, provided that no further steps shall be taken by such 

party except in accordance with the other provisions of this Order, and notice in writing of 

such action be given to the Receiver at the first available opportunity. 

No Interference with the Receiver 

11. No Person shall accelerate, suspend, discontinue, fail to honour, alter, interfere with, 

repudiate, terminate or cease to perform any right, renewal right, contract, agreement, 

licence or permit in favour of or held by the Debtor, except with the written consent of the 

Debtor and the Receiver, or leave of this Court. Nothing in this Order shall prohibit any 

party to an eligible financial contract (as defined in the BIA) from closing out and 

terminating such contract in accordance with its terms. 

Continuation of Services 

12. All persons having: 

(a) statutory or regulatory mandates for the supply of goods and/or services; or 

(b) oral or written agreements or arrangements with the Debtor, including without 

limitation all computer software, communication and other data services, 

centralized banking services, payroll services, insurance, transportation, services, 

utility or other services to the Debtor, 
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are hereby restrained until further order of this Court from discontinuing, altering, 

interfering with, suspending or terminating the supply of such goods or services as may 

be required by the Debtor or exercising any other remedy provided under such 

agreements or arrangements. The Debtor shall be entitled to the continued use of its 

current premises, telephone numbers, facsimile numbers, internet addresses and domain 

names, provided in each case that the usual prices or charges for all such goods or 

services received after the date of this Order are paid by the Debtor in accordance with 

the payment practices of the Debtor, or such other practices as may be agreed upon by 

the supplier or service provider and each of the Debtor and the Receiver, or as may be 

ordered by this Court. 

Receiver to Hold Funds 

13. All funds, monies, cheques, instruments, and other forms of payments received or 

collected by the Receiver from and after the making of this Order from any source 

whatsoever, including without limitation the sale of all or any of the Property and the 

collection of any accounts receivable in whole or in part, whether in existence on the date 

of this Order or hereafter coming into existence, shall be deposited into one or more new 

accounts to be opened by the Receiver (the “Post Receivership Accounts”) and the 

monies standing to the credit of such Post Receivership Accounts from time to time, net 

of any disbursements provided for herein, shall be held by the Receiver to be paid in 

accordance with the terms of this Order or any further order of this Court. 

Employees 

14. Subject to employees’ rights to terminate their employment, all employees of the Debtor 

shall remain the employees of the Debtor until such time as the Receiver, on the Debtor's 

behalf, may terminate the employment of such employees. The Receiver shall not be liable 

for any employee-related liabilities, including any successor employer liabilities as 

provided for in section 14.06(1.2) of the BIA, other than such amounts as the Receiver 

may specifically agree in writing to pay, or in respect of its obligations under sections 

81.4(5) or 81.6(3) of the BIA or under the Wage Earner Protection Program Act, SC 2005, 

c.47 (“WEPPA”). 

15. Pursuant to clause 7(3)(c) of the Personal Information Protection and Electronic 

Documents Act, SC 2000, c. 5, the Receiver shall disclose personal information of 

identifiable individuals to prospective purchasers or bidders for the Property and to their 

advisors, but only to the extent desirable or required to negotiate and attempt to complete 
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one or more sales of the Property (each, a “Sale”). Each prospective purchaser or bidder 

to whom such personal information is disclosed shall maintain and protect the privacy of 

such information and limit the use of such information to its evaluation of the Sale, and if 

it does not complete a Sale, shall return all such information to the Receiver, or in the 

alternative destroy all such information. The purchaser of any Property shall be entitled to 

continue to use the personal information provided to it, and related to the Property 

purchased, in a manner which is in all material respects identical to the prior use of such 

information by the Debtor, and shall return all other personal information to the Receiver, 

or ensure that all other personal information is destroyed. 

Limitations on Environmental Liabilities 

16. (a) Notwithstanding anything in any federal or provincial law, the Receiver is not 

personally liable in that position for any environmental condition that arose or 

environmental damage that occurred: 

i. before the Receiver's appointment; or 

ii. after the Receiver's appointment unless it is established that the condition 

arose or the damage occurred as a result of the Receiver's gross 

negligence or wilful misconduct.  

(b) Nothing in sub-paragraph (a) exempts a Receiver from any duty to report or make 

disclosure imposed by a law referred to in that sub-paragraph. 

(c) Notwithstanding anything in any federal or provincial law, but subject to sub-

paragraph (a) hereof, where an order is made which has the effect of requiring the 

Receiver to remedy any environmental condition or environmental damage 

affecting the Property, the Receiver is not personally liable for failure to comply 

with the order, and is not personally liable for any costs that are or would be 

incurred by any person in carrying out the terms of the order, 

i. if, within such time as is specified in the order, within 10 days after the 

order is made if no time is so specified, within 10 days after the 

appointment of the Receiver, if the order is in effect when the Receiver is 

appointed, or during the period of the stay referred to in clause (ii) below, 

the Receiver: 

A. complies with the order, or 
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B. on notice to the person who issued the order, abandons, disposes 

of or otherwise releases any interest in any real property affected 

by the condition or damage; 

ii. during the period of a stay of the order granted, on application made within 

the time specified in the order referred to in clause (i) above, within 10 

days after the order is made or within 10 days after the appointment of 

the Receiver, if the order is in effect when the Receiver is appointed, by: 

A. the court or body having jurisdiction under the law pursuant to which 

the order was made to enable the Receiver to contest the order; or 

B. the court having jurisdiction in bankruptcy for the purposes of 

assessing the economic viability of complying with the order; or 

iii. if the Receiver had, before the order was made, abandoned or renounced 

or been divested of any interest in any real property affected by the 

condition or damage.  

Limitation on the Receiver’s Liability 

17. Except for gross negligence or wilful misconduct, as a result of its appointment or carrying 

out the provisions of this Order the Receiver shall incur no liability or obligation that 

exceeds an amount for which it may obtain full indemnity from the Property. Nothing in 

this Order shall derogate from any limitation on liability or other protection afforded to the 

Receiver under any applicable law, including, without limitation, Section 14.06, 81.4(5) or 

81.6(3) of the BIA. 

Receiver’s Accounts 

18. The Receiver and counsel to the Receiver shall be paid their reasonable fees and 

disbursements, in each case, incurred at their standard rates and charges. The Receiver 

and counsel to the Receiver shall be entitled to the benefits of and are hereby granted a 

charge (the “Receiver’s Charge”) on the Property, as security for their professional fees 

and disbursements incurred at the normal rates and charges of the Receiver and such 

counsel, both before and after the making of this Order in respect of these proceedings, 

and the Receiver’s Charge shall form a first charge on the Property in priority to all security 

interests, trusts, deemed trusts, liens, charges and encumbrances, statutory or otherwise, 

in favour of any Person but subject to section 14.06(7), 81.4(4) and 81.6(2) and 88 of the 

BIA. 



11
32171842v2 

19. The Receiver and its legal counsel shall pass their accounts from time to time.

20. Prior to the passing of its accounts, the Receiver shall be at liberty from time to time to 

apply reasonable amounts, out of the monies in its hands, against its fees and 

disbursements, including the legal fees and disbursements, incurred at the normal rates 

and charges of the Receiver or its counsel, and such amounts shall constitute advances 

against its remuneration and disbursements when and as approved by this Court. 

Funding of the Receivership 

21. The Receiver be at liberty and it is hereby empowered to borrow by way of a revolving 

credit or otherwise, such monies from time to time as it may consider necessary or 

desirable, provided that the outstanding principal amount does not exceed $2,500,000 (or 

such greater amount as this Court may by further order authorize) at any time, at such 

rate or rates of interest as it deems advisable for such period or periods of time as it may 

arrange, for the purpose of funding the exercise of the powers and duties conferred upon 

the Receiver by this Order, including interim expenditures. The whole of the Property shall 

be and is hereby charged by way of a fixed and specific charge (the “Receiver's 

Borrowings Charge”) as security for the payment of the monies borrowed, together with 

interest and charges thereon, in priority to all security interests, trusts, deemed trusts,  

liens, charges and encumbrances, statutory or otherwise, in favour of any Person, but 

subordinate in priority to the Receiver's Charge and the charges set out in sections 

14.06(7), 81.4(4) and 81.6(2) and 88 of the BIA. 

22. Neither the Receiver's Borrowings Charge nor any other security granted by the Receiver 

in connection with its borrowings under this Order shall be enforced without leave of this 

Court. 

23. The Receiver is at liberty and authorized to issue certificates substantially in the form 

annexed as Schedule “A” hereto (the “Receiver's Certificates”) for any amount borrowed 

by it pursuant to this Order. 

24. The monies from time to time borrowed by the Receiver pursuant to this Order or any 

further order of this Court and any and all Receiver's Certificates evidencing the same or 

any part thereof shall rank on a pari passu basis, unless otherwise agreed to by the holders 

of any prior issued Receiver's Certificates. 
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25. The Receiver shall be authorized to repay any amounts borrowed by way of Receiver’s 

Certificates out of the Property or any proceeds, including any proceeds from the sale of 

any assets without further approval of this Court. 

Allocation 

26. Any interested party may apply to this Court on notice to any other party likely to be 

affected, for an order allocating the Receiver’s Charge and Receiver’s Borrowings Charge 

amongst the various assets comprising the Property 

General 

27. The Receiver may from time to time apply to this Court for advice and directions in the 

discharge of its powers and duties hereunder. 

28. Notwithstanding Rule 6.11 of the Alberta Rules of Court, unless otherwise ordered by this 

Court, the Receiver will report to the Court from time to time, which reporting is not required 

to be in affidavit form and shall be considered by this Court as evidence. The Receiver’s 

reports shall be filed by the Court Clerk notwithstanding that they do not include an original 

signature. 

29. Nothing in this Order shall prevent the Receiver from acting as a trustee in bankruptcy of 

the Debtor. 

30. This Court hereby requests the aid and recognition of any court, tribunal, regulatory or 

administrative body having jurisdiction in Canada or in any foreign jurisdiction to give effect 

to this Order and to assist the Receiver and its agents in carrying out the terms of this 

Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully 

requested to make such orders and to provide such assistance to the Receiver, as an 

officer of this Court, as may be necessary or desirable to give effect to this Order, to grant 

representative status to the Receiver in any foreign proceeding, or to assist the Receiver 

and its agents in carrying out the terms of this Order.  

31. The Receiver be at liberty and is hereby authorized and empowered to apply to any court, 

tribunal, regulatory or administrative body, wherever located, for the recognition of this 

Order and for assistance in carrying out the terms of this Order and that the Receiver is 

authorized and empowered to act as a representative in respect of the within proceedings 

for the purpose of having these proceedings recognized in a jurisdiction outside Canada. 
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32. The Plaintiff shall have its costs of this application, up to and including entry and service 

of this Order, provided for by the terms of the Plaintiff's security or, if not so provided by 

the Plaintiff's security, then on a substantial indemnity basis, including legal costs on a 

solicitor-client full indemnity basis, to be paid by the Receiver from the Debtor's estate with 

such priority and at such time as this Court may determine. 

33. Any interested party may apply to this Court to vary or amend this Order on not less than 

7 days' notice to the Receiver and to any other party likely to be affected by the order 

sought or upon such other notice, if any, as this Court may order. 2

Filing 

34. This Order is issued and shall be filed in Court of King’s Bench Action No. 2301- 04480. 

35. The Receiver shall establish and maintain a website in respect of these proceedings at 

www.pwc.com/ca/everestcanadianresources (the “Receiver’s Website”) and shall post 

there as soon as practicable: 

(a) all materials prescribed by statue or regulation to be made publicly available; and 

(b) all applications, reports, affidavits, orders and other materials filed in these 

proceedings by or on behalf of the Receiver, or served upon it, except such 

materials as are confidential and the subject of a sealing order or pending 

application for a sealing order.  

36. Service of this Order shall be deemed good and sufficient by: 

(a) serving the same on: 

i. the persons listed on the service list created in these proceedings or 

otherwise served with notice of these proceedings;  

ii. any other person served with notice of the application for this Order;  

iii. any other parties attending or represented at the application for this 

Order; and 

(b) posting a copy of this Order on the Receiver’s Website 
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and service on any other person is hereby dispensed with.

37. Service of this Order may be effected by facsimile, electronic mail, personal delivery or 

courier. Service is deemed to be effected the next business day following transmission or 

delivery of this Order.

Justice of the Court of King’s Bench of Alberta
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SCHEDULE “A” 

RECEIVER CERTIFICATE 

CERTIFICATE NO.

AMOUNT $
1. THIS IS TO CERTIFY that PricewaterhouseCoopers Inc., the receiver and manager (the 

“Receiver”) of all of the assets, undertakings and properties of Everest Canadian Resources Corp. 
appointed by Order of the Court of King’s Bench of Alberta and Court of King’s Bench of Alberta 
(collectively, the “Court”) dated the 5th day of April, 2023 (the “Order”) made in action number 2301-
04480, has received as such Receiver from the holder of this certificate (the “Lender”) the principal 
sum of $______________, being part of the total principal sum of $______________________ that 
the Receiver is authorized to borrow under and pursuant to the Order. 

2. The principal sum evidenced by this certificate is payable on demand by the Lender with interest 
thereon calculated and compounded monthly not in advance on the [DAY] day of each month after 
the date hereof at a notional rate per annum equal to the rate of 5% per cent above the prime 
commercial lending rate of the Orphan Well Association from time to time. 

3. Such principal sum with interest thereon is, by the terms of the Order, together with the principal 
sums and interest thereon of all other certificates issued by the Receiver pursuant to the Order or 
to any further order of the Court, a charge upon the whole of the Property (as defined in the Order), 
in priority to the security interests of any other person, but subject to the priority of the charges set 
out in the Order and the Bankruptcy and Insolvency Act, and the right of the Receiver to indemnify 
itself out of such Property in respect of its remuneration and expenses. 

4. All sums payable in respect of principal and interest under this certificate are payable at the main 
office of the Lender at: 

Orphan Well Association 
1800, 222-3rd Avenue S.W. 
Calgary, AB, T2P0B4. 

5. Until all liability in respect of this certificate has been terminated, no certificates creating charges 
ranking or purporting to rank in priority to this certificate shall be issued by the Receiver to any 
person other than the holder of this certificate without the prior written consent of the holder of this 
certificate. 

6. The charge securing this certificate shall operate so as to permit the Receiver to deal with the 
Property as authorized by the Order and as authorized by any further or other order of the Court. 

7. The Receiver does not undertake, and it is not under any personal liability, to pay any sum in 
respect of which it may issue certificates under the terms of the Order. 

DATED the _______ day of _______,2023 

PricewaterhouseCoopers Inc., solely in its capacity 

as Receiver of the Property (as defined in the Order), 

and not in its personal or corporate capacity, 

Per:        

Name:  

Title:  
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at Calgary, Alberta on September 6, 2024 

~~ 
Colisionerfor Oaths 

in and for the Province of Alberta 

.... Clldlnli 
~ 
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~nauee Httt s sworn before me 

at Calgary, Alberta on September 6, 2024 

in and for the Province of Alberta 



COURT FILE NUMBER 2301-04480

COURT COURT OF KING’S BENCH OF ALBERTA

JUDICIAL CENTRE CALGARY 

PLAINTIFF ORPHAN WELL ASSOCIATION

DEFENDANT EVEREST CANADIAN RESOURCES CORP.

DOCUMENT RECEIVER’S CERTIFICATE

ADDRESS FOR
SERVICE AND CONTACT
INFORMATION
OF PARTY FILING
THIS DOCUMENT

Jack R. Maslen
Borden Ladner Gervais LLP
1900, 520 – 3rd Avenue SW
Calgary, AB  T2P 0R3
Telephone: (403) 232-9790
Facsimile: (403) 266-1395
Email: JMaslen@blg.com
File No. 422442.000049

RECITALS

A. Pursuant to an Order of the Honourable Justice B. B. Johnston of the Court of King’s Bench of 

Alberta, Judicial District of Calgary (the “Court”) dated April 5, 2023, PricewaterhouseCoopers 

Inc. LIT was appointed as the receiver and manager (the “Receiver”) of the undertakings, property 

and assets of Everest Canadian Resources Corp. (the “Debtor”).

B. Pursuant to an Order of the Court dated March 27, 2024, the Court approved the agreement of 

purchase and sale made as of February 15, 2024 (the “Sale Agreement”) between the Receiver and 

Greenfire Resources Operating Corporation (the “Purchaser”) and provided for the vesting in the 

Purchaser of the Debtor’s right, title and interest in and to the Purchased Assets (as defined in such 

Order), which vesting is to be effective with respect to the Purchased Assets upon the delivery by 

the Receiver to the Purchaser of a certificate confirming (i) the payment by the Purchaser of the 

Purchase Price for the Assets; (ii) that the conditions to Closing set out in Article 3 of the Sale 

Agreement have been satisfied or waived by the Receiver and the Purchaser, as applicable; and (iii) 

the Transaction has been completed to the satisfaction of the Receiver.

C. Unless otherwise indicated herein, capitalized terms have the meanings set out in the Sale 

Agreement.

Clerk’s Stamp



- 2 -

THE RECEIVER CERTIFIES the following:

1. The Purchaser has paid and the Receiver has received the Purchase Price for the Assets payable on 

the Closing Date pursuant to the Sale Agreement;

2. The conditions to Closing set out in Article 3 of the Sale Agreement have been satisfied or waived 

by the Receiver and the Purchaser; and

3. The Transaction has been completed to the satisfaction of the Receiver.

This Certificate was delivered by the Receiver at the City of Calgary on April 19, 2024.

PRICEWATERHOUSECOOPERS INC. LIT, 
in its capacity as Receiver of the undertakings, 
property and assets of EVEREST CANADIAN 
RESOURCES CORP., and not in its personal 
capacity.

Per:
Name: Rick Osuna
Title: Senior Vice President, Deals
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in and for the Province of Alberta 
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Inexact Result(s) Only Found

NOTE:

A complete Search may result in a Report of Exact and Inexact Matches.
Be sure to read the reports carefully.

Search ID #: Z17503732 Date of Search: 2024-Jun-18 Time of Search: 11:46:18

Business Debtor Search For:
VICEROY CANADIAN RESOURCES

OSLER HOSKIN & HARCOURT LLP

2700, 225 6 AVENUE SW
CALGARY, AB T2P 1N2

Transmitting Party

 Party Code: 50084029
      Phone #: 403 592 7120
Reference #: 0085444-2381

Page 1 of 3

Personal Property Registry

Search Results Report

Search ID #: Z17503732



Business Debtor Search For:

VICEROY CANADIAN RESOURCES

Search ID #: Z17503732 Date of Search: 2024-Jun-18 Time of Search: 11:46:18

   
Registration Number: 24052331179 Registration Type: SECURITY AGREEMENT

Registration Date: 2024-May-23 Registration Status: Current

Registration Term: Infinity

Inexact Match on: Debtor No: 1

Collateral: General
Block Description Status

1 Schedule "A"
A. All of the Debtor's right, title and interest in the McKay Facility, an oil processing facility 
located at the following lands:
00/10-07-091-14W4
00/15-07-091-14W4
00/14-07-091-14W4
(the "Facility"), pursuant to the Amended and Restated Farm-in and Participation 
Agreement among Viceroy Canadian Resources Corp. and Everest Canadian Resources 
Corp. effective as of January 31, 2019 and amended and restated as of June 19, 2020 
(incorporating the 2007 Operating Procedure) (the "Agreement"). 
B. All of the Debtor's personal property interests in wells (including but not limited to 
abandoned, shut in, suspended, capped, producing, water injection, water source, waste 
disposal, oil or gas wells and any other wells) in relation to the Facility, including the well 
bores, wellhead, and all materials and equipment in the wellbore.

Current

Debtor(s) 
Block

1 VICEROY CANADIAN RESOURCES CORP.
510, 634 - 6TH AVENUE SW
CALGARY, AB T2P 0S4

Status
Current

Secured Party / Parties
Block

1 GREENFIRE RESOURCES INC.
SUITE 1900, 205 - 5TH AVENUE SW
CALGARY, AB T2P 2V7

Status
Current

Email: sclark@osler.com

Page 2 of 3

Personal Property Registry

Search Results Report

Search ID #: Z17503732



Result Complete

2 C. All of the Debtor's present and after acquired interests in equipment at the Facility or 
located elsewhere but serving or intended to serve the Facility (including without limitation 
any surface and subsurface machinery, apparatus, and other property and assets of 
whatsoever nature and kind for the production, treatment, storage or transportation of 
hydrocarbons, casing, tubing, rods, pumps and pumping equipment, separators, flow lines, 
tanks, treaters, heaters, compressors, plants and systems to treat, dispose of or inject 
water or other substances, power plants, poles, lines, transformers, starters, controllers, 
machine shops, tools, spare parts and spare equipment, telegraph, telephone, radio and 
other communication equipment, racks and storage facilities).
D. All of the Debtor's right, title and interest in petroleum substances produced or 
recoverable from the Facility including without limitation, petroleum, oil, natural gas, natural 
gas liquids, methane, ethane, butane, propane, pentanes plus, condensate, and all other 
substances whether liquid or solid and whether hydrocarbons or not produced in 
association therewith including any substances without pipelines and flowlines)
E. All of the Debtor's personal property interests in any other joint property at the Facility 
as per the Agreement. 
F. Proceeds: goods, investment property, documents of title, chattel paper, instruments, 
money and intangibles.

Current

Page 3 of 3

Personal Property Registry

Search Results Report

Search ID #: Z17503732
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at Calgary, Alberta on September 6, 2024 

in and for the Province of Alberta 

..... Cll'llnll 
~ 



Exact Result(s) Only Found

NOTE:

A complete Search may result in a Report of Exact and Inexact Matches.
Be sure to read the reports carefully.

Search ID #: Z17696806 Date of Search: 2024-Aug-13 Time of Search: 14:52:03

Business Debtor Search For:
VICEROY CANADIAN RESOURCES CORP.

WEST-END REGISTRATIONS LICENSING & SEARCHES 
LTD. (P158)

10011 170 STREET
EDMONTON, AB T5P 4R5

Transmitting Party

 Party Code: 50076967
      Phone #: 780 483 8211
Reference #: 05660419-148754

Page 1 of 3

Personal Property Registry

Search Results Report

Search ID #: Z17696806



Business Debtor Search For:

VICEROY CANADIAN RESOURCES CORP.

Search ID #: Z17696806 Date of Search: 2024-Aug-13 Time of Search: 14:52:03

   
Registration Number: 24052331179 Registration Type: SECURITY AGREEMENT

Registration Date: 2024-May-23 Registration Status: Current

Registration Term: Infinity

Exact Match on: Debtor No: 1

Amendments to Registration

24081328701 Amendment 2024-Aug-13

Debtor(s) 
Block

1 VICEROY CANADIAN RESOURCES CORP.
510, 634 - 6TH AVENUE SW
CALGARY, AB T2P 0S4

Status
Current

Secured Party / Parties
Block

1 GREENFIRE RESOURCES INC.
SUITE 1900, 205 - 5TH AVENUE SW
CALGARY, AB T2P 2V7

Status
Current

Email: sclark@osler.com

Block

2 GREENFIRE RESOURCES OPERATING CORPORATION
SUITE 1900, 205 - 5TH AVENUE SW
CALGARY, AB T2P 2V7

Status
Current by 
24081328701

Email: sclark@osler.com

Block

3 GREENFIRE RESOURCES LTD.
SUITE 1900, 205 - 5TH AVENUE SW
CALGARY, AB T2P 2V7

Status
Current by 
24081328701

Email: sclark@osler.com

Page 2 of 3

Personal Property Registry

Search Results Report

Search ID #: Z17696806



Result Complete

Collateral: General
Block Description Status

1 Schedule "A"
A. All of the Debtor's right, title and interest in the McKay Facility, an oil processing facility 
located at the following lands:
00/10-07-091-14W4
00/15-07-091-14W4
00/14-07-091-14W4
(the "Facility"), pursuant to the Amended and Restated Farm-in and Participation 
Agreement among Viceroy Canadian Resources Corp. and Everest Canadian Resources 
Corp. effective as of January 31, 2019 and amended and restated as of June 19, 2020 
(incorporating the 2007 Operating Procedure) (the "Agreement"). 
B. All of the Debtor's personal property interests in wells (including but not limited to 
abandoned, shut in, suspended, capped, producing, water injection, water source, waste 
disposal, oil or gas wells and any other wells) in relation to the Facility, including the well 
bores, wellhead, and all materials and equipment in the wellbore.

Current

2 C. All of the Debtor's present and after acquired interests in equipment at the Facility or 
located elsewhere but serving or intended to serve the Facility (including without limitation 
any surface and subsurface machinery, apparatus, and other property and assets of 
whatsoever nature and kind for the production, treatment, storage or transportation of 
hydrocarbons, casing, tubing, rods, pumps and pumping equipment, separators, flow lines, 
tanks, treaters, heaters, compressors, plants and systems to treat, dispose of or inject 
water or other substances, power plants, poles, lines, transformers, starters, controllers, 
machine shops, tools, spare parts and spare equipment, telegraph, telephone, radio and 
other communication equipment, racks and storage facilities).
D. All of the Debtor's right, title and interest in petroleum substances produced or 
recoverable from the Facility including without limitation, petroleum, oil, natural gas, natural 
gas liquids, methane, ethane, butane, propane, pentanes plus, condensate, and all other 
substances whether liquid or solid and whether hydrocarbons or not produced in 
association therewith including any substances without pipelines and flowlines)
E. All of the Debtor's personal property interests in any other joint property at the Facility 
as per the Agreement. 
F. Proceeds: goods, investment property, documents of title, chattel paper, instruments, 
money and intangibles.

Current

Page 3 of 3

Personal Property Registry

Search Results Report

Search ID #: Z17696806
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Lawyers | Patent & Trademark Agents 

Jack Maslen 
T: 403-232-9790 
jmaslen@blg.com

Borden Ladner Gervais LLP 
World Exchange Plaza 
100 Queen Street, Suite 1300 
Ottawa ON  K1P 1J9 
Canada 
T 613-237-5160 
F 613-230-8842 / F 613-787-3558 (IP) 
blg.com 

422442.000050  

January 24, 2024 

DELIVERED BY COURIER AND EMAIL [men8566@yahoo.ca]  

Viceroy Canadian Resources Corp.  
c/o registered address 
2080-222 3rd Ave SW 
Calgary, Alberta T2P 0B4 

- and - 

510, 634 - 6th Avenue SW  
Calgary, Alberta T2P 0S4 

Attention: Qiping Men, Director 

Dear Sir: 

Re:  Receivership of Everest Canadian Resources Corp. (“Everest”); Alberta Court of King’s 
Bench File 2301-04480 

Debt owed by Viceroy Canadian Resources Corp. (“Viceroy”) 

We are counsel to PricewaterhouseCoopers Inc. LIT in its capacity as the court-appointed receiver and manager 
(the “Receiver”) over all the current and future assets, undertakings and properties of every nature and kind 
(the “Property”) of Everest, pursuant to a receivership order (“Receivership Order”) granted by the Alberta 
Court of King’s Bench on April 5, 2023 (the “Receivership Date”). 

The Receivership Order empowers and authorizes the Receiver to, inter alia, “to receive and collect all monies 
and accounts now owed … to [Everest] and to exercise all remedies of [Everest] in collecting such monies, 
including without limitation, to enforce any security held by [Everest]” (Receivership Order, s. 3(f)).

We write regarding outstanding amounts owed by Viceroy to Everest as outlined below. 

FARM-IN AGREEMENT 

Viceroy and Everest are parties to an Amended and Restated Farm-In and Participation Agreement made 
effective as of January 31, 2019, as amended and restated as of June 19, 2020 (the “Farm-In Agreement”).  

Among other things, the Farm-In Agreement appointed Everest as the operator of the joint lands detailed 
therein, including the Fort MacKay SAGD Facility, leases, wells and lands (collectively, the “Lands”). The 
Farm-In Agreement directs that the 2007 CAPL Operating Procedure (the “Operating Procedure”) governs 
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Everest’s operatorship of the Lands. Under the Operating Procedure, Viceroy is obligated to pay its 
proportionate share of the costs and expenses incurred for operations relating to the Lands. 

DEFAULT AND DEBT OWED BY VICEROY 

The Receiver understands that, as at the Receivership Date, Viceroy was indebted to Everest in respect of the 
joint operations in the amount of at least $106,269.87 plus other amounts properly payable by Viceroy to Everest 
pursuant to the Farm-In Agreement and the Operating Procedure, together with all interest, legal costs and other 
chargeable amounts (the “Indebtedness”). The particulars of the Indebtedness, excluding interest and costs, are 
detailed in Schedule “A” attached hereto.  

The Indebtedness is a just debt due and owing to the Receiver, on behalf of Everest, which is being withheld 
by Viceroy and which Viceroy is required to pay. 

Please consider this letter formal notice to Viceroy that the Receiver hereby demands immediate and full 
payment of the Indebtedness by no later than February 7, 2024, failing which the Receiver may take any 
and all steps necessary and appropriate to collect the property of Everest.   

Without limiting the generality of the foregoing, please further consider this letter as formal notice of default to 
Viceroy, by Everest as operator, pursuant to Clause 5.05 of the Operating Procedure. As such, in addition to all 
other rights and remedies under the Farm-in Agreement, the Receivership Order or otherwise at law or equity, 
the Receiver may: 

a) charge Viceroy compound interest on the Indebtedness; 

b) maintain or commence an action against Viceroy for the Indebtedness; 

c) enforce the operator’s lien, as contemplated by Clause 5.05A of the Operating Procedure, by taking 
possession of and using free of charge any part of Viceroy’s working interest in the joint lands and 
related property; and/or 

d) enforce the operator’s lien, as contemplated by Clause 5.05A of the Operating Procedure, by disposing 
of any of Viceroy’s working interest in the joint lands and related property, in part or in separate parcels, 
at public auction or by private tender, on whatever terms it may arrange. 

The Receiver, on behalf of Everest, reserves the right to supplement or increase the amount of Indebtedness as 
and when the Receiver obtains additional information. For greater clarity, the Indebtedness does not include 
amounts which have been incurred by the Receiver, on and after the Receivership Date, which amounts are also 
payable by Viceroy, and the Receiver reserves its rights to collect and recover such amounts from Viceroy. 

We trust you will find the foregoing to be in order. Should you have any questions please contact the 
undersigned.  

Yours truly,  

BORDEN LADNER GERVAIS LLP  

Jack R. Maslen 

cc:  Receiver
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SCHEDULE “A” 

Indebtedness as at April 5, 2023 (excluding interest and costs)

Invoice 
Number 

Invoice Date Due Date Invoice Amount 
(CAD$) 

1 2021-01-31 2021-03-02 52,210.81 
2 2021-02-28 2021-03-30 53,736.80 
3 2021-03-31 2021-04-30 12,941.83 
4 2021-04-30 2021-05-30 12,450.20 
5 2021-05-31 2021-06-30 12,716.87 
7 2021-07-31 2021-08-30 14,903.37 
8 2021-08-31 2021-09-30 10,467.94 

11 2021-10-31 2021-11-30 17,306.28 
12 2021-11-30 2021-12-30 31,872.40 
13 2022-01-31 2022-03-02 64,233.82 
14 2022-02-28 2022-04-14 (80,236.99) 
15 2022-03-31 2022-05-15 (62,152.17) 
16 2022-04-30 2022-06-14 (35,680.82) 
17 2022-05-31 2022-07-15 (67,452.97) 
18 2022-06-30 2022-08-14 (77,885.69) 
19 2022-07-31 2022-09-14 (33,931.74) 
20 2022-08-31 2022-10-15 (43,291.82) 
21 2022-09-30 2022-10-30 3,325.78 
22 2022-10-31 2022-12-15 (39,102.20) 
23 2022-11-30 2022-12-30 76,979.09 
24 2022-12-31 2023-01-30 133,430.96 
25 2023-01-31 2023-03-02 42,581.58 
26 2023-02-28 2023-03-30 40,941.38 
27 2023-03-31 2023-05-15 (34,094.84) 

Total $106,269.87 
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Osler, Hoskin & Harcourt LLP 

Suite 2700, Brookfield Place 

225 - 6th Avenue S.W. 

Calgary, Alberta, Canada  T2P 1N2 

403.260.7000  MAIN 

406.260.7024  FACSIMILE 

   

 

 

 

April 25, 2024 Randal Van de Mosselaer 

Direct Dial: 403.260.7060 

rvandemosselaer@osler.com 

Our Matter Number: 1241968  
 

By Courier 

 
Viceroy Canadian Resources Corp. 
510, 634 - 6th Avenue SW  
Calgary, Alberta T2P 0S4 
Attention: Land Manager 

Viceroy Canadian Resources Corp. 
2080 – 222 3rd Avenue S.W. 
Calgary, Alberta  T2P 0B4 
Attention: Land Manager 

 
Dear Sirs/Mesdames: 
 
 Re: Statement of Account and Amounts Payable 

Please be advised that we are counsel to Greenfire Resources Operating Corporation 
(“Greenfire”).  In that capacity, we refer to the Receivership Order (the “Receivership 
Order”) granted by the Court of King’s Bench of Alberta (the “Court”) in Action No. 
2301-04480 on April 5, 2023 pursuant to which PricewaterhouseCoopers Inc. was 
appointed Receiver (the “Receiver”) over all of the current and future assets, 
undertakings, and properties of every nature and kind whatsoever of Everest Canadian 
Resources Corp. (“Everest”).  A copy of the Receivership Order and all other relevant 
Court documents can be found on the Receiver’s web site at:  
http://www.pwc.com/ca/everestcanadianresources  
 
As you will be aware, pursuant to a Purchase and Sale Agreement (the “PSA”) dated 
February 15, 2024 between the Receiver (as Vendor) and Greenfire (as Purchaser), which 
PSA was approved by the Court on March 27, 2024, Greenfire has purchased from the 
Receiver all of Everest’s right, title, estate and interest in and to the Assets (as that term is 
defined in the PSA), including, without limiting the generality of the foregoing: 
 

1. All of Everest’s right, title estate and interest in the Fort McKay SAGD project 
(the “Fort McKay Project”) (being a 95% working interest therein), and  

2. All obligations, accounts receivable and debts owing by Viceroy Canadian 
Resources Corp. (“Viceroy”) and its affiliates to Everest and the Receiver, 
including Viceroy’s working interest share of costs and expenses incurred in 
respect of the Assets and all amounts that are owing by Viceroy to Everest 
pertaining to the Assets. 

 
Pursuant to an Amended and Restated Farm-In and Participation Agreement between 
Viceroy and Everest made effective as of the 31st day of January, 2019 (as amended and 
restated as of the 19th day of June 2020) (the “Farm-In Agreement”) Viceroy, being a 

http://www.pwc.com/ca/everestcanadianresources
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5% interest holder in the Fort McKay Project, has certain obligations to Greenfire (as 
successor in interest to Everest) to make payment for joint operation expenses in 
connection with the Fort McKay Project. 
 
We are aware that by letter dated January 24, 2024 (a copy of which is enclosed 
herewith) the Receiver made demand on Viceroy for certain amounts owing by Viceroy 
to Everest in the amount of $106,269.87.   However, after further review of the financial 
records of Everest Greenfire has determined that there is a significantly greater amount 
owing from Viceroy to Everest in connection with the joint operations of the Fort McKay 
Project.  We can advise that a total of $794,075.06 is now due and owing from Viceroy to 
Greenfire (as successor in interest to Everest). A statement of account is attached and is 
supported by attached invoices and statements.  
 
Demand is hereby made for payment of this outstanding amount within 30 days hereof, 
failing which Greenfire will be at liberty to take any and all enforcement steps at its 
disposal under the Farm-In Agreement, the associated 2007 CAPL Operating Procedure 
(which is incorporated by reference into the Farm-In Agreement), or otherwise at law.  
You may take this letter as constituting notice of default pursuant to Paragraph 5.05B of 
the 2007 CAPL Operating Procedure. 
 
We look forward to hearing from you. 

Yours truly, 

 
Randal Van de Mosselaer 
RVdM:  



Bill To :  Invoice: JIB202401

Date :  

PO:

JIB 1 2021-01-31 52,210.81$                   

JIB 2 2021-02-28 53,736.80$                   

JIB 3 2021-03-31 12,941.83$                   

JIB 4 2021-04-30 12,450.20$                   

JIB 5 2021-05-31 12,716.87$                   

JIB 6 2021-06-30 14,678.40-$                   

JIB 7 2021-07-31 14,903.37$                   

JIB 8 2021-08-31 10,467.94$                   

JIB 9 2021-09-30 20,990.31-$                   

JIB 11 2021-10-31 17,306.28$                   

JIB 12 2021-11-30 31,872.40$                   

JIB 13 2022-01-31 64,233.82$                   

JIB 14 2022-02-28 80,236.99-$                   

JIB 15 2022-03-31 62,152.17-$                   

JIB 16 2022-04-30 35,680.82-$                   

JIB 17 2022-05-31 67,452.97-$                   

JIB 18 2022-06-30 77,885.69-$                   

JIB 19 2022-07-31 33,931.74-$                   

JIB 20 2022-08-31 43,291.82-$                   

JIB 21 2022-09-30 3,325.78$                     

JIB 22 2022-10-31 39,102.20-$                   

JIB 23 2022-11-30 76,979.09$                   

JIB 24 2022-12-31 133,430.96$                 

JIB 25 2023-01-31 42,581.58$                   

JIB 26 2023-02-28 40,941.38$                   

JIB 27 2023-03-31 34,094.84-$                   

JIB 28 2023-2024 85,765.00$                   

JIB 29 2024AUDADJ 3,776.82$                     

JIB CAPEX 451,495.60$                 

JIB GOR 182,436.48$                 

TOTAL  $                 794,075.06 

Please Remit To: EFT Payment Instructions:

Bank of Montreal

222 - 5th Avenue SW

Calgary, Alberta T2P 0L1  CANADA

Institution Code: 001

Transit Number: 06779

Account Number: 1007523

INVOICE JIB202401 DUE NOW

THANK YOU FOR YOUR BUSINESS !

Greenfire Rsources Operating Corporation

Suite 1900

205 - 5th Avenue SW

Calgary, Alberta  T2P 2V7 CANADA

DESCRIPTION

Viceroy Canadian Resources Corp. Apr. 05, 2024

510, 634 6th Avenue SW

Calgary, AB T2P 0S5

Suite 1900, 205 - 5th Avenue SW

Calgary, Alberta T2P 2V7



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             30-Jun-2021 at 10:57:06
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 21/01
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             30-Jun-2021 at 10:57:06
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-JAN-21
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -2,174,947.31       15,073,375.24       2,984,523.32               0.00               0.00      15,882,951.25
11867  VICEROY CANADIAN RES 1                     -96,745.70           -4,250.00         153,206.51               0.00               0.00          52,210.81
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -2,271,693.01       15,069,125.24       3,137,729.83               0.00               0.00      15,935,162.06
 
***** Resulting Voucher: 31-JAN-21 JIBO 1 *****
 
 
        Total Number of A/P Records Created: 0
                           Total A/P Amount:                $0.00
        Total Number of A/R Records Created: 2
                           Total A/R Amount:       $15,935,162.06
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             30-Jun-2021 at 11:19:44
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 21/02
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             30-Jun-2021 at 11:19:44
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 28-FEB-21
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -1,988,216.85                0.00       3,009,216.22               0.00               0.00       1,020,999.37
11867  VICEROY CANADIAN RES 2                    -104,643.01                0.00         158,379.81               0.00               0.00          53,736.80
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -2,092,859.86                0.00       3,167,596.03               0.00               0.00       1,074,736.17
 
***** Resulting Voucher: 28-FEB-21 JIBO 2 *****
 
 
        Total Number of A/P Records Created: 0
                           Total A/P Amount:                $0.00
        Total Number of A/R Records Created: 2
                           Total A/R Amount:        $1,074,736.17
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             30-Jun-2021 at 11:24:54
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 21/03
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             30-Jun-2021 at 11:24:54
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-MAR-21
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -2,419,054.20                0.00       2,664,949.48               0.00               0.00         245,895.28
11867  VICEROY CANADIAN RES 3                    -127,318.64                0.00         140,260.47               0.00               0.00          12,941.83
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -2,546,372.84                0.00       2,805,209.95               0.00               0.00         258,837.11
 
***** Resulting Voucher: 31-MAR-21 JIBO 3 *****
 
 
        Total Number of A/P Records Created: 0
                           Total A/P Amount:                $0.00
        Total Number of A/R Records Created: 2
                           Total A/R Amount:          $258,837.11
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             06-Aug-2021 at 10:01:01
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 21/04
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             06-Aug-2021 at 10:01:01
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 30-APR-21
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -2,567,349.26                0.00       2,597,374.27               0.00               0.00          30,025.01
11867  VICEROY CANADIAN RES 4                    -135,123.67                0.00         147,573.87               0.00               0.00          12,450.20
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -2,702,472.93                0.00       2,744,948.14               0.00               0.00          42,475.21
 
***** Resulting Voucher: 30-APR-21 JIBO 4 *****
 
 
        Total Number of A/P Records Created: 0
                           Total A/P Amount:                $0.00
        Total Number of A/R Records Created: 2
                           Total A/R Amount:           $42,475.21
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             06-Aug-2021 at 10:12:45
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 21/05
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             06-Aug-2021 at 10:12:45
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-MAY-21
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -2,442,281.15                0.00       2,691,181.89               0.00               0.00         248,900.74
11867  VICEROY CANADIAN RES 5                    -128,541.12                0.00         141,257.99               0.00               0.00          12,716.87
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -2,570,822.27                0.00       2,832,439.88               0.00               0.00         261,617.61
 
***** Resulting Voucher: 31-MAY-21 JIBO 5 *****
 
 
        Total Number of A/P Records Created: 0
                           Total A/P Amount:                $0.00
        Total Number of A/R Records Created: 2
                           Total A/R Amount:          $261,617.61
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             23-Aug-2021 at 10:51:15
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 21/06
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             23-Aug-2021 at 10:51:15
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 30-JUN-21
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -2,682,575.39                0.00       2,407,122.89               0.00               0.00        -275,452.50
11867  VICEROY CANADIAN RES 6                    -141,188.19                0.00         126,509.79               0.00               0.00         -14,678.40
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -2,823,763.58                0.00       2,533,632.68               0.00               0.00        -290,130.90
 
***** Resulting Voucher: 30-JUN-21 JIBO 6 *****
 
 
        Total Number of A/P Records Created: 2
                           Total A/P Amount:         -$290,130.90
        Total Number of A/R Records Created: 0
                           Total A/R Amount:                $0.00
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             07-Sep-2021 at 11:24:55
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 21/07
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             07-Sep-2021 at 11:24:55
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-JUL-21
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -2,172,509.69                0.00       2,662,200.44               0.00               0.00         489,690.75
11867  VICEROY CANADIAN RES 7                    -114,342.59                0.00         129,245.96               0.00               0.00          14,903.37
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -2,286,852.28                0.00       2,791,446.40               0.00               0.00         504,594.12
 
***** Resulting Voucher: 31-JUL-21 JIBO 7 *****
 
 
        Total Number of A/P Records Created: 0
                           Total A/P Amount:                $0.00
        Total Number of A/R Records Created: 2
                           Total A/R Amount:          $504,594.12
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             05-Oct-2021 at 13:12:09
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 21/08
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             05-Oct-2021 at 13:12:09
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-AUG-21
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -2,539,269.42                0.00       2,738,159.56               0.00               0.00         198,890.14
11867  VICEROY CANADIAN RES 8                    -133,645.76                0.00         144,113.70               0.00               0.00          10,467.94
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -2,672,915.18                0.00       2,882,273.26               0.00               0.00         209,358.08
 
***** Resulting Voucher: 31-AUG-21 JIBO 8 *****
 
 
        Total Number of A/P Records Created: 0
                           Total A/P Amount:                $0.00
        Total Number of A/R Records Created: 2
                           Total A/R Amount:          $209,358.08
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             11-Nov-2021 at 10:23:11
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 21/09
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             11-Nov-2021 at 10:23:11
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 30-SEP-21
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -2,966,835.44                0.00       2,958,479.84               0.00               0.00          -8,355.60
11867  VICEROY CANADIAN RES 9                    -155,860.73                0.00         134,870.42               0.00               0.00         -20,990.31
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -3,122,696.17                0.00       3,093,350.26               0.00               0.00         -29,345.91
 
***** Resulting Voucher: 30-SEP-21 JIBO 9 *****
 
 
        Total Number of A/P Records Created: 2
                           Total A/P Amount:          -$29,345.91
        Total Number of A/R Records Created: 0
                           Total A/R Amount:                $0.00
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             01-Dec-2021 at 14:49:57
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 21/10
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             01-Dec-2021 at 14:49:57
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-OCT-21
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -3,470,762.58                0.00       3,402,100.09               0.00               0.00         -68,662.49
11867  VICEROY CANADIAN RES 11                   -182,671.68                0.00         199,977.96               0.00               0.00          17,306.28
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -3,653,434.26                0.00       3,602,078.05               0.00               0.00         -51,356.21
 
***** Resulting Voucher: 31-OCT-21 JIBO 11 *****
 
 
        Total Number of A/P Records Created: 1
                           Total A/P Amount:          -$68,662.49
        Total Number of A/R Records Created: 1
                           Total A/R Amount:           $17,306.28
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             12-Jan-2022 at 09:24:48
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 21/11
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             12-Jan-2022 at 09:24:48
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 30-NOV-21
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -2,665,667.55                0.00       3,271,389.42               0.00               0.00         605,721.87
11867  VICEROY CANADIAN RES 12                   -140,298.36                0.00         172,170.76               0.00               0.00          31,872.40
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -2,805,965.91                0.00       3,443,560.18               0.00               0.00         637,594.27
 
***** Resulting Voucher: 30-NOV-21 JIBO 12 *****
 
 
        Total Number of A/P Records Created: 0
                           Total A/P Amount:                $0.00
        Total Number of A/R Records Created: 2
                           Total A/R Amount:          $637,594.27
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             13-Apr-2022 at 13:21:27
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 21/12
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             13-Apr-2022 at 13:21:27
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-DEC-21
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
No billing details to process for Organization 1 and accounting period 31-DEC-21
 
Organization was not processed
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             13-Apr-2022 at 11:11:43
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 22/01
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             13-Apr-2022 at 11:11:43
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-JAN-22
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -5,920,974.46              -40.00       7,758,569.62               0.00               0.00       1,837,555.16
11867  VICEROY CANADIAN RES 13                   -324,253.71                0.00         388,487.53               0.00               0.00          64,233.82
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -6,245,228.17              -40.00       8,147,057.15               0.00               0.00       1,901,788.98
 
***** Resulting Voucher: 31-JAN-22 JIBO 13 *****
 
 
        Total Number of A/P Records Created: 0
                           Total A/P Amount:                $0.00
        Total Number of A/R Records Created: 2
                           Total A/R Amount:        $1,901,788.98
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             13-Apr-2022 at 13:39:20
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 22/02
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             13-Apr-2022 at 13:39:20
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 28-FEB-22
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -4,720,215.47                0.00       3,451,884.81               0.00               0.00      -1,268,330.66
11867  VICEROY CANADIAN RES 14                   -261,915.19                0.00         181,678.20               0.00               0.00         -80,236.99
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -4,982,130.66                0.00       3,633,563.01               0.00               0.00      -1,348,567.65
 
***** Resulting Voucher: 28-FEB-22 JIBO 14 *****
 
 
        Total Number of A/P Records Created: 2
                           Total A/P Amount:       -$1,348,567.65
        Total Number of A/R Records Created: 0
                           Total A/R Amount:                $0.00
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             21-May-2022 at 07:40:57
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 22/03
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             21-May-2022 at 07:40:57
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-MAR-22
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -4,678,939.97                0.00       4,380,689.92               0.00               0.00        -298,250.05
11867  VICEROY CANADIAN RES 15                   -292,714.90                0.00         230,562.73               0.00               0.00         -62,152.17
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -4,971,654.87                0.00       4,611,252.65               0.00               0.00        -360,402.22
 
***** Resulting Voucher: 31-MAR-22 JIBO 15 *****
 
 
        Total Number of A/P Records Created: 2
                           Total A/P Amount:         -$360,402.22
        Total Number of A/R Records Created: 0
                           Total A/R Amount:                $0.00
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             06-Jun-2022 at 14:54:07
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 22/04
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             06-Jun-2022 at 14:54:07
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 30-APR-22
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -5,254,829.54                0.00       5,039,000.83               0.00               0.00        -215,828.71
11867  VICEROY CANADIAN RES 16                   -300,891.44                0.00         265,210.62               0.00               0.00         -35,680.82
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -5,555,720.98                0.00       5,304,211.45               0.00               0.00        -251,509.53
 
***** Resulting Voucher: 30-APR-22 JIBO 16 *****
 
 
        Total Number of A/P Records Created: 2
                           Total A/P Amount:         -$251,509.53
        Total Number of A/R Records Created: 0
                           Total A/R Amount:                $0.00
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             11-Jul-2022 at 10:22:26
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 22/05
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             11-Jul-2022 at 10:22:26
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-MAY-22
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -5,876,376.69                0.00       5,273,429.98               0.00               0.00        -602,946.71
11867  VICEROY CANADIAN RES 17                   -345,001.99                0.00         277,549.02               0.00               0.00         -67,452.97
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -6,221,378.68                0.00       5,550,979.00               0.00               0.00        -670,399.68
 
***** Resulting Voucher: 31-MAY-22 JIBO 17 *****
 
 
        Total Number of A/P Records Created: 2
                           Total A/P Amount:         -$670,399.68
        Total Number of A/R Records Created: 0
                           Total A/R Amount:                $0.00
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             30-Jul-2022 at 10:07:27
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 22/06
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             30-Jul-2022 at 10:07:27
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 30-JUN-22
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -6,092,553.57          384,754.05       5,120,469.09               0.00               0.00        -587,330.43
11867  VICEROY CANADIAN RES 18                   -352,940.13            5,556.06         269,498.38               0.00               0.00         -77,885.69
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -6,445,493.70          390,310.11       5,389,967.47               0.00               0.00        -665,216.12
 
***** Resulting Voucher: 30-JUN-22 JIBO 18 *****
 
 
        Total Number of A/P Records Created: 2
                           Total A/P Amount:         -$665,216.12
        Total Number of A/R Records Created: 0
                           Total A/R Amount:                $0.00
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             30-Aug-2022 at 15:24:22
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 22/07
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             30-Aug-2022 at 15:24:22
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-JUL-22
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -4,402,962.90            3,881.22       4,072,719.42               0.00               0.00        -326,362.26
11867  VICEROY CANADIAN RES 19                   -248,489.78              204.27         214,353.77               0.00               0.00         -33,931.74
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -4,651,452.68            4,085.49       4,287,073.19               0.00               0.00        -360,294.00
 
***** Resulting Voucher: 31-JUL-22 JIBO 19 *****
 
 
        Total Number of A/P Records Created: 2
                           Total A/P Amount:         -$360,294.00
        Total Number of A/R Records Created: 0
                           Total A/R Amount:                $0.00
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             07-Oct-2022 at 09:35:45
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 22/08
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             07-Oct-2022 at 09:35:45
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-AUG-22
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -4,659,612.15           32,786.02       4,014,705.32               0.00               0.00        -612,120.81
11867  VICEROY CANADIAN RES 20                   -256,317.84            1,725.59         211,300.43               0.00               0.00         -43,291.82
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -4,915,929.99           34,511.61       4,226,005.75               0.00               0.00        -655,412.63
 
***** Resulting Voucher: 31-AUG-22 JIBO 20 *****
 
 
        Total Number of A/P Records Created: 2
                           Total A/P Amount:         -$655,412.63
        Total Number of A/R Records Created: 0
                           Total A/R Amount:                $0.00
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             03-Nov-2022 at 10:04:52
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 22/09
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             03-Nov-2022 at 10:04:52
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 30-SEP-22
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -4,086,554.31           13,791.02       4,263,015.35               0.00               0.00         190,252.06
11867  VICEROY CANADIAN RES 21                   -221,769.38              725.84         224,369.32               0.00               0.00           3,325.78
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -4,308,323.69           14,516.86       4,487,384.67               0.00               0.00         193,577.84
 
***** Resulting Voucher: 30-SEP-22 JIBO 21 *****
 
 
        Total Number of A/P Records Created: 0
                           Total A/P Amount:                $0.00
        Total Number of A/R Records Created: 2
                           Total A/R Amount:          $193,577.84
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             23-Dec-2022 at 11:31:41
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 22/10
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             23-Dec-2022 at 11:31:41
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-OCT-22
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -4,527,744.19            7,203.26       3,935,982.00               0.00               0.00        -584,558.93
11867  VICEROY CANADIAN RES 22                   -246,638.28              379.12         207,156.96               0.00               0.00         -39,102.20
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -4,774,382.47            7,582.38       4,143,138.96               0.00               0.00        -623,661.13
 
***** Resulting Voucher: 31-OCT-22 JIBO 22 *****
 
 
        Total Number of A/P Records Created: 2
                           Total A/P Amount:         -$623,661.13
        Total Number of A/R Records Created: 0
                           Total A/R Amount:                $0.00
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             17-Jan-2023 at 11:29:52
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 22/11
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             17-Jan-2023 at 11:29:52
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 30-NOV-22
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -3,352,031.52                0.00       4,814,630.00               0.00               0.00       1,462,598.48
11867  VICEROY CANADIAN RES 23                   -176,422.64                0.00         253,401.73               0.00               0.00          76,979.09
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -3,528,454.16                0.00       5,068,031.73               0.00               0.00       1,539,577.57
 
***** Resulting Voucher: 30-NOV-22 JIBO 23 *****
 
 
        Total Number of A/P Records Created: 0
                           Total A/P Amount:                $0.00
        Total Number of A/R Records Created: 2
                           Total A/R Amount:        $1,539,577.57
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             29-Mar-2023 at 14:30:21
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 23/01
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             29-Mar-2023 at 14:30:21
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-JAN-23
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -2,605,633.72                0.00       3,414,683.08               0.00               0.00         809,049.36
11867  VICEROY CANADIAN RES 25                   -137,138.66                0.00         179,720.24               0.00               0.00          42,581.58
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -2,742,772.38                0.00       3,594,403.32               0.00               0.00         851,630.94
 
***** Resulting Voucher: 31-JAN-23 JIBO 25 *****
 
 
        Total Number of A/P Records Created: 0
                           Total A/P Amount:                $0.00
        Total Number of A/R Records Created: 2
                           Total A/R Amount:          $851,630.94
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             06-Apr-2023 at 12:52:57
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 23/02
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             06-Apr-2023 at 12:52:57
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 28-FEB-23
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                -1,603,261.10                0.00       2,381,147.00               0.00               0.00         777,885.90
11867  VICEROY CANADIAN RES 26                    -84,382.16                0.00         125,323.54               0.00               0.00          40,941.38
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                          -1,687,643.26                0.00       2,506,470.54               0.00               0.00         818,827.28
 
***** Resulting Voucher: 28-FEB-23 JIBO 26 *****
 
 
        Total Number of A/P Records Created: 0
                           Total A/P Amount:                $0.00
        Total Number of A/R Records Created: 2
                           Total A/R Amount:          $818,827.28
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



JIBU026                                                                  Financial                                                                 Page    0
                                                                   Generate JIB Invoices                                             06-Apr-2023 at 12:53:45
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
User input parameters:
 
      Organization ID  (one only)        = 1
      Accounting Period End Date (YY/MM) = 23/03
      Billing Code (one/many/all)        = 
      Voucher Type Code (one/many/all)   = 
      Voucher Number (one/many/all)      = 
 
 
      JIB Run Number (generated)         = 1
 
------------------------------------------------------------------------------------------------------------------------------------------------------------
 
System default values:
 
      AR_CREDIT_DAYS                 = 30
      AP_CREDIT_DAYS                 = 45
      BILLING_CODE                   = N
      INTERCO_DFLT_CONT_CODE         = 
      JIB_CLR_DFLT_CONT_CODE         = 
      JIBU026_INVC_SPLIT             = Y
      JIBU026_REV_INVC_TYPE          = 
      JIBU026_SAVE_BILLINGS_MONTHS   = 99
      JIBU026_SPLIT_INVC_BY_AFE      = 
      JIBU026_SPLIT_INVC_BY_CC       = 
      JIBU026_SPLIT_INVC_BY_OC       = N
      PAYMENT_DFLT_CONT_CODE         = N
      POPULATE_INVOICES_COST_CENTRES = 
      USE_OPERATING_CENTRE           = N
 
------------------------------------------------------------------------------------------------------------------------------------------------------------



�
JIBU026                                                                  Financial                                                                 Page    1
                                                                   Generate JIB Invoices                                             06-Apr-2023 at 12:53:45
------------------------------------------------------------------------------------------------------------------------------------------------------------
Processing Organization: 1 EVEREST CANADIAN RESOURCES CORP.
Accounting Period: 31-MAR-23
Billing Code: All
 
                            Invoice                                                                                GST         Cash Call         Net Invoice
Partner                     Number               Net Revenue             Capital            Expense             Amount           Applied              Amount
--------------------------- ------------ ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
 
 
1      EVEREST CANADIAN RES N/A                   445,943.67         -279,188.88      -1,462,455.23               0.00               0.00      -1,295,700.44
11867  VICEROY CANADIAN RES 27                     23,470.73                0.00         -57,565.57               0.00               0.00         -34,094.84
       WARNING: No alternate address id was found for BA 11867
 
                                         ------------------- ------------------- ------------------ ------------------ ------------------ ------------------
Total                                             469,414.40         -279,188.88      -1,520,020.80               0.00               0.00      -1,329,795.28
 
***** Resulting Voucher: 31-MAR-23 JIBO 27 *****
 
 
        Total Number of A/P Records Created: 2
                           Total A/P Amount:       -$1,329,795.28
        Total Number of A/R Records Created: 0
                           Total A/R Amount:                $0.00
  Total Number of Cash Call Records Created: 0
                     Total Cash Call Amount:                $0.00
 
 
 
Processs completed successfully. 
Data has been inserted into INVOICES.
Data has been inserted into LINE_ITEMS.
Data has been inserted into TEMP_JIB_STATEMENT_SUMMARIES.
Data has been inserted into TEMP_JIB_STATEMENT_DETAILS.
Data has been inserted into TEMP_JIB_FOOTNOTES.
BILLING_DETAILS table has been updated.
 
 
                                                           End of Report
 



Accounting Year (All)

Accounting Month (All)

Voucher Type API

Sum of Transaction Amount Column Labels
FAC-001 FAC-001 Total RES-001 RES-001 Total RES-002 RES-002 Total Grand Total

Row Labels WATER TANK PURCHASING MCKAY RESTART UP MCKAY RESTART UP PAD 1
9255 $47,000.00 $47,000.00 $47,000.00

524 $47,000.00 $47,000.00 $47,000.00
STORAGE TANKS & VESSELS $47,000.00 $47,000.00 $47,000.00

9270 $8,740,678.02 $8,740,678.02 $242,233.98 $242,233.98 $8,982,912.00
030 $97,208.20 $97,208.20 $97,208.20

TRANSPORTATION/CONTRA ACCOUNT $97,208.20 $97,208.20 $97,208.20

052 $248,439.28 $248,439.28 $248,439.28
FUEL GAS TRANSPORTATION FEES $248,439.28 $248,439.28 $248,439.28

100 $200.00 $200.00 $200.00
SALARIES & BENEFTIS - OPERATIONS $200.00 $200.00 $200.00

102 $964.62 $964.62 $964.62
EDUCATION & TRAINING - OPERATIONS $964.62 $964.62 $964.62

104 $3,888.14 $3,888.14 $3,888.14
MEALS & ENTERTAINMENT $3,888.14 $3,888.14 $3,888.14

108 $12,867.45 $12,867.45 $12,867.45
COMMUNICATIONS (PHONE,FAX ETC) $12,867.45 $12,867.45 $12,867.45

110 $6,049.21 $6,049.21 $6,049.21
COMMUNICATIONS (NETWORK) $6,049.21 $6,049.21 $6,049.21

114 $8,758.63 $8,758.63 $8,758.63
COURIER $8,758.63 $8,758.63 $8,758.63

116 $11,187.95 $11,187.95 $11,187.95
OFFICE SUPPLIES $11,187.95 $11,187.95 $11,187.95

118 $2,480.58 $2,480.58 $2,480.58
GENERAL OFFICE EXPENSES $2,480.58 $2,480.58 $2,480.58

120 $1,472.20 $1,472.20 $1,472.20
ADVERTISING $1,472.20 $1,472.20 $1,472.20

122 $87.90 $87.90 $87.90
COMMUNITY INVESTMENT $87.90 $87.90 $87.90

124 $15,394.56 $15,394.56 $15,394.56
SPECIAL EVENTS $15,394.56 $15,394.56 $15,394.56

128 $339,094.00 $339,094.00 $339,094.00
INSURANCE $339,094.00 $339,094.00 $339,094.00

130 $465.03 $465.03 $465.03
LATE PAYMENT CHARGES & INTEREST $465.03 $465.03 $465.03

134 $34,834.11 $34,834.11 $34,834.11
TRAVEL & SUBSISTENCE $34,834.11 $34,834.11 $34,834.11

136 $4,844.58 $4,844.58 $4,844.58
FIFO AIR TRAVEL $4,844.58 $4,844.58 $4,844.58

138 $306,078.29 $306,078.29 $0.00 $0.00 $306,078.29
MAINTENANCE  LABOUR $306,078.29 $306,078.29 $0.00 $0.00 $306,078.29

140 $371,084.69 $371,084.69 $371,084.69
CAMP $371,084.69 $371,084.69 $371,084.69

142 $190,349.01 $190,349.01 $190,349.01
CONSULTING SERVICES $190,349.01 $190,349.01 $190,349.01



146 $250,958.00 $250,958.00 $250,958.00
CONTRACT OPERATOR $250,958.00 $250,958.00 $250,958.00

150 $1,338.76 $1,338.76 $1,338.76
LIGHT VEHICLES $1,338.76 $1,338.76 $1,338.76

154 $68,721.74 $68,721.74 $68,721.74
OFFSITE REPAIR & REFURBISHMENT $68,721.74 $68,721.74 $68,721.74

210 $6,031.36 $6,031.36 $6,031.36
CROWN SURFACE LEASE RENTALS $6,031.36 $6,031.36 $6,031.36

211 $35,056.00 $35,056.00 $35,056.00
CROWN MINERAL LEASE RENTAL $35,056.00 $35,056.00 $35,056.00

213 $50.00 $50.00 $50.00
FREEHOLD SURFACE LEASE RENTAL $50.00 $50.00 $50.00

214 $90,324.00 $90,324.00 $90,324.00
OPERATIONS CONTRACT LABOUR $90,324.00 $90,324.00 $90,324.00

218 $20,730.50 $20,730.50 $20,730.50
LICENCES & REGULATORY FEES $20,730.50 $20,730.50 $20,730.50

220 $115.13 $115.13 $115.13
SITE SECURITY $115.13 $115.13 $115.13

222 $2,054.00 $2,054.00 $2,054.00
PROPERTY TAXES $2,054.00 $2,054.00 $2,054.00

302 $104,263.40 $104,263.40 $104,263.40
GENERAL REPAIRS & MAINTENANCE $104,263.40 $104,263.40 $104,263.40

304 $117,740.02 $117,740.02 $117,740.02
MECHANICAL-REPAIRS & MAINTENANCE $117,740.02 $117,740.02 $117,740.02

306 $236,812.20 $236,812.20 $60,286.46 $60,286.46 $297,098.66
INSTRUMENTS - REPAIRS & MAINTENANCE $236,812.20 $236,812.20 $60,286.46 $60,286.46 $297,098.66

308 $85,877.41 $85,877.41 $85,877.41
ELECTRICAL-REPAIRS & MAINTENANCE $85,877.41 $85,877.41 $85,877.41

310 $210,614.76 $210,614.76 $98,860.62 $98,860.62 $309,475.38
PIPELINE-REPAIRS & MAINTENANCE $210,614.76 $210,614.76 $98,860.62 $98,860.62 $309,475.38

312 $16,148.82 $16,148.82 $16,148.82
TANK-REPAIRS & MAINTENANCE $16,148.82 $16,148.82 $16,148.82

314 $1,987.67 $1,987.67 $1,987.67
MOTOR-REPAIRS & MAINTENANCE $1,987.67 $1,987.67 $1,987.67

318 $12,613.74 $12,613.74 $12,613.74
PUMP-REPAIRS & MAINTENACE $12,613.74 $12,613.74 $12,613.74

320 $80,594.62 $80,594.62 $80,594.62
VEHICLE MAINTENANCE $80,594.62 $80,594.62 $80,594.62

322 $12,307.21 $12,307.21 $12,307.21
ROADS & GROUNDS $12,307.21 $12,307.21 $12,307.21

324 $70.69 $70.69 $70.69
POWERED MOBILE EQUIPMENT MAINTENANCE $70.69 $70.69 $70.69

327 $1,601.16 $1,601.16 $1,601.16
BUILDING MAINTENANCE $1,601.16 $1,601.16 $1,601.16

338 $106,992.33 $106,992.33 $106,992.33
EQUIPMENT RENTAL $106,992.33 $106,992.33 $106,992.33

702 $17,362.94 $17,362.94 $17,362.94
VALVES & FITTINGS $17,362.94 $17,362.94 $17,362.94

704 $100,652.88 $100,652.88 $100,652.88
CONMSUMABLES $100,652.88 $100,652.88 $100,652.88

708 $73,335.00 $73,335.00 $73,335.00



HVAC $73,335.00 $73,335.00 $73,335.00

710 $70,539.80 $70,539.80 $70,539.80
PRESSURE & VACUUM SERVICES $70,539.80 $70,539.80 $70,539.80

714 $1,021.36 $1,021.36 $1,021.36
PIPING $1,021.36 $1,021.36 $1,021.36

715 $435,308.41 $435,308.41 $435,308.41
OPERATIONS EQUIPMENT $435,308.41 $435,308.41 $435,308.41

718 $9,026.94 $9,026.94 $9,026.94
WELDING $9,026.94 $9,026.94 $9,026.94

724 $14,033.74 $14,033.74 $14,033.74
LUBRICANTS $14,033.74 $14,033.74 $14,033.74

725 $46,023.22 $46,023.22 $46,023.22
NITROGEN $46,023.22 $46,023.22 $46,023.22

728 $82,905.17 $82,905.17 $82,905.17
PRODUCTION CHEMICALS $82,905.17 $82,905.17 $82,905.17

729 $523,742.11 $523,742.11 $523,742.11
WATER & STEAM CHEMICALS $523,742.11 $523,742.11 $523,742.11

730 $47,080.41 $47,080.41 $47,080.41
OPERATIONS TOOLS & SUPPLIES $47,080.41 $47,080.41 $47,080.41

734 $121,424.12 $121,424.12 $121,424.12
VEHICLE FUEL $121,424.12 $121,424.12 $121,424.12

735 $259.80 $259.80 $259.80
POWER GENERATION $259.80 $259.80 $259.80

737 $2,471,111.60 $2,471,111.60 $2,471,111.60
STEAM GENERATION $2,471,111.60 $2,471,111.60 $2,471,111.60

740 $94,576.97 $94,576.97 $94,576.97
GENERAL TRUCKING/HAULING $94,576.97 $94,576.97 $94,576.97

741 $8,442.50 $8,442.50 $8,442.50
EQUIPMENT HAULING $8,442.50 $8,442.50 $8,442.50

743 $48,986.70 $48,986.70 $48,986.70
EVAPORATOR BLOWDOWN HAULING & DISPOSAL $48,986.70 $48,986.70 $48,986.70

744 $283.19 $283.19 $283.19
HOSE & FITTINGS $283.19 $283.19 $283.19

745 $419,485.49 $419,485.49 $419,485.49
OILFIELD WASTE HAULING & DISPOSAL $419,485.49 $419,485.49 $419,485.49

747 $515,204.76 $515,204.76 $515,204.76
DILUENT $515,204.76 $515,204.76 $515,204.76

749 $203,648.48 $203,648.48 $83,086.90 $83,086.90 $286,735.38
INSPECTION SERVICES $203,648.48 $203,648.48 $83,086.90 $83,086.90 $286,735.38

750 $153,351.88 $153,351.88 $153,351.88
ENGINEERING & TECHNICAL $153,351.88 $153,351.88 $153,351.88

754 $13,102.40 $13,102.40 $13,102.40
LABORATORY ANALYSIS $13,102.40 $13,102.40 $13,102.40

758 $42,971.87 $42,971.87 $42,971.87
SOLID WASTE HAULING & DISPOSAL $42,971.87 $42,971.87 $42,971.87

761 $3,533.29 $3,533.29 $3,533.29
SAFETY TRAINING $3,533.29 $3,533.29 $3,533.29

762 $24,910.70 $24,910.70 $24,910.70
SAFETY SERVICES/ERP $24,910.70 $24,910.70 $24,910.70

763 $78,940.34 $78,940.34 $78,940.34
SAFETY EQUIPMENT & SUPPLIES $78,940.34 $78,940.34 $78,940.34



764 $660.00 $660.00 $660.00
ENVIRONMENTAL SERVICES $660.00 $660.00 $660.00

Grand Total $47,000.00 $47,000.00 $8,740,678.02 $8,740,678.02 $242,233.98 $242,233.98 $9,029,912.00
47,000.00$             $8,740,678.02 242,233.98$             

5% 5% 5%

AFE FAC-001 2,350.00$               AFE RES-001 $437,033.90 AFE RES-002 12,111.70$                451,495.60$                 
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FINAL AUDIT REPORT (April 5, 2024) 
Greenfire Audit of Everest Resource Canadian Corp – JVSA Audit #24008 

Various Properties 
              

Client Concerns 

1. Review the costs incurred by the operator and confirm all amounts have been appropriately billed 
to the joint venture partner 

JVSA Comment: Most operating expenses appear to be coded correctly and billed through the Joint 
Account creating a monthly JIB to partner, Viceroy. 
 
• Accounting month 2022/02 - there was one invoice that was not coded to the Joint Account. A gross 

amount of $8,602.00 was billed 100% Everest, where 5% was billable to Viceroy. $430.10 additional 
amount owed by Viceroy. 

• In 2022/01 and 2022/02 accounting months, six (6) different invoices had late charges applied to 
them which were coded to the Joint Account. According to the 2007 CAPL Operating Procedure, it is 
the Operators responsibility to pay all goods and services with respect to the Joint Lands, as they 
become due. Late fees are not chargeable to the Joint Account. A gross amount of $4,565.54 was 
billed out through the Joint Account; a net credit owed to Viceroy of $228.28 for their 5% WI. 

 

 
 
According to Clause 302 of the Farm-In agreement (page 41), each producing well is to be charged 
$250/month. No overhead appears to have been charged out for the entirety of this agreement. A list of 
producing wells each month from 2020 through 2023 was used to calculate missed fees of $3,575.00 
(net chargeable to Viceroy).  
 
• Property taxes were billed by RM of Wood Buffalo and booked to the Joint Account appropriately. 
• Burgess Energy Holdings was a royalty owner. There are royalty charges billed to the Joint Account. 

We cannot validate the royalty charged/paid without the specific royalty agreement and production 
reports - out of scope of initial project.  

• Road Use invoices appear to also have been billed appropriately through the Joint Account. 
• Mineral and surface leases have been billed properly through the Joint Account. 
• Electricity accrual entries were reviewed. Information Request 02 was submitted during the audit to 

review requested copies of the electrical billings. A response was received confirming that “McKay 
site is not on the grid. All power at the site was generated via the gas powered cogens. The costs of 
power in Everest’s books would primarily be the BP gas supply costs.” Information Request was 
closed with no issues identified. 
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2. Review all payments between the operator and partner and determine the status of accounts as of 
March 31, 2023 
 
JVSA Comment: There are no payments in or out of the system from or to Viceroy Canadian Resources 
Corp. The Accounts Receivable balance (from QByte statements) owed by the partner (Viceroy) is 
$70,601.16 as at Mar 31, 2023.  
 
Adjustments to the account: 
Overhead missed (Adj B)      $3,575.00 
Missed Contract Op/Subsistence (Adj A)     $   430.10 
Overcharge of late payment fees (Adj C)     $ (228.28) 
Total adjusted amount owed from Viceroy $ 74,377.98 
 
Reference to Supporting Documentation: 
JIB Summary - AR Summary tab 
Inv 1 through Inv 27 
 
3. Review costs incurred from April 1 to “recent” and determine what charges should be billed per the 
JOA to the JV partner 
 
JVSA Comment (February 2024): As per the video call on Feb 12, 2024 at 3:30pm with Greenview, the 
Receiver, and JVSA, this calculation will be determined by the Receiver. No financial information post 
March 31, 2023 has been shared with JVSA.  
 
The Receiver has provided a summary of operating costs paid in 2023-2024. The total amount billable to 
Viceroy for this time period would be $85,765. This amount is in addition to the above total. 
 
Reference to Supporting Documentation: 
Inv 2023-2024.docx 
 
4. Ultimately develop a supporting package to support a demand for payment of all outstanding 
amounts 
 
JVSA has put together a document folder in the iCloud Box with all supporting documentation.  
 
5. Capital Review 
 
JVSA Notes/Observations 
Viceroy Canadian Resources Corp (BA 11867 in the Everest QByte system) became a 5% WIO effective 
Feb 1, 2019 (Agreement executed June 19, 2020). Prior to Feb 1, 2019, Viceroy was 100% WIO.  
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All costs in 2019 and 2020 were booked to, and accounted for, through AFE’s. Accuracy of the GL items 
billed to the Joint Account cannot be reviewed for accuracy without source documentation. 
 
8.1 Notwithstanding Clause 2.02 of the Assignment Procedure, no provisions of the 
Assignment Procedure shall be construed so as to make the assignee responsible for any 
obligation or liability which had arisen or accrued prior to the Transfer Date (as defined in the 
Assignment Procedure). 
 
JVSA Comment (March 2024): Scope was expanded to review more of the capital costs from June 2020 
through to Dec 2020 (JIBs started to be created for the partner Viceroy Jan 2021 with the booking of 
operating costs and revenue).  

In clause 8.1 it states the “Transfer Date as defined in the Assignment Procedure”. There was no 
Assignment Procedure attached to the Farm In Agreement. However, in the definitions section of the 
agreement it states “Assignment Procedure” means the 1993 CAPL Assignment Procedure. According to 
the CAPL Property Transfer Procedure document dated July 6, 2016 - Part 1, Page 4 it states “Date: It is 
generally preferable to date Agreements as of the Effective Date. This facilitates the preparation of 
documents (i.e. date of “Transfer Agreement” under the CAPL Assignment procedure”. It is thus inferred 
that capital costs from Feb 1, 2019 through to present should be billed through the partner account. 

There are three (3) AFE’s to be included: FAC-001 (water tank purchase), RES-001 (restart-up costs Pad 
2), RES-002 (restart-up costs Pad 1). 

There are three (3) voucher types booked to these AFEs. Of those, we can bill out for the API invoice 
types. There are enough details to know that these were invoices billed to and paid by Everest 100%. 
The GJE entries do not have enough detail to validate the source or value of the invoices. The NSRC 
invoice type also does not have enough detail to validate its source.  

AFE FAC-001:  $47,000 gross x 5% WI = $2,350.00 chargeable to Viceroy 

AFE RES-001:  $8,740,678.02 gross x 5% WI = $437,033.90 chargeable to Viceroy 

AFE RES-002: $242,233.98 gross x 5% WI = $12,111.70 chargeable to Viceroy  

Overall: $451,495.60 should have been charged to Viceroy through a JIB once the Farm In Agreement 
was finalized in June 2020. 

Reference to Supporting Documentation: 
JIB Summary.xlsx - CAPEX tab 
CAPEX REVIEW.xlsx 
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CAPL Property Transfer Procedure July 6 2016 Part 1.pdf 
 
6. Additional requests brought forward via email: 
JVSA asked if there was a particular partner of concern that we need to focus on? The ask was to focus 
on payments, transfers etc. between 1. Viceroy 2. Qipeng Men (shareholder, CMC Professional Services 
and 2154896 Alberta Ltd) 3. Bill (Zhefei) Song (1997642 Ontario) 4. HEXU (Andy You, Mr. Michael Zhu, 
Mr. Owen Jiang). 

Without source documentation for financial entries, we cannot validate these entries for Qipeng Men, 
Bill Song, or HEXU. Payments to CMC Professional Services appear to be created via an invoice reference 
and can be assumed to be for management services rendered. Several deposits over the years from 
HEXU can be assumed to be loan related (email from Crystal (Greenfire) references 
“Documents/contracts/payments for loans, related to shareholders such as Hexu Energy Ltd, Bill (Zhefie) 
Song, Qiping Men…”) 
 
7. Additional Greenfire Request: 
1. The lease ops compared to the JIBs make it seem that maybe Viceroy was undercharged? 
2. Can we tie the lease ops back to the billings? 
3. Perhaps start with Revenue and ensure that it was not over allocated to Viceroy 
 
JVSA Comments: We were able to validate the items in the lease op reports and tie them to the gross 
charges on the GL.  
 
However, when validating the charges, the freehold royalty account was not booked through the joint 
account. This can often be the case and is based on how the royalty agreements are written.  
 
The revenue was allocated correctly, but because the royalty expense was not shared through the joint 
account, it could be what made the revenue appear over-allocated.  
 
The calculation of the royalties paid or payable was not verified as this was out of scope. The only 
royalty owner on file was Burgess Energy Holdings and there are historical payments to this royalty 
owner. 
 
JVSA Observations: 
Everest accounted for the royalty payments to Burgess Energy Holdings as “Freehold Royalties”. The 
royalty agreement refers to a gross overriding royalty. See page 5 of the Royalty Agreement (BEH_ECRC) 
(June 2020) (Fully Executed).pdf - page 5 of the document in Article 1 Section 1.1 Definitions: (C) 
“Agreement” means this gross overriding royalty agreement, together with the recitals and the 
Schedules attached hereto and made a part hereof”.  
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Further in the definitions of this agreement, it can also be assumed that Viceroy is liable for their share 
of the royalty obligation. See page 15 of the Royalty Agreement (BEH_ECRC) (June 2020) (Fully 
Executed).pdf - in Article 1 Section 1.1 Definitions:  “Viceroy Acknowledgement Agreement” means an 
agreement between Viceroy, the Grantor and the Royalty Owner, substantially in the form as that 
attached hereto as Schedule C.” 
 
2021 GL - only Crown royalties were accounted for or paid. These costs were shared with and billed to 
Viceroy. 
2022 GL - there was a total of $3,649,073.86 booked to Oil Freehold Royalty expense account 
 
Payments to Burgess Energy Holdings totaled $2,982,926.61. It can be presumed that the difference 
would be that of the allowable deductions to the royalty. Typical deductions are that of transportation 
and processing fees. Viceroy has been billed for their share of transportation and processing fees, as 
well as the associated revenue. Viceroy should also be billed out for 5% of the gross royalty expense 
which totals $182,436.48 (5% of the gross oil freehold royalty less $17.21 that did flow through the JIB). 
 
Reference to Supporting Documentation: 
JIB Summary.xlsx - Royalty Summary tab 
Royalty Analysis.xlsx 
Royalty Agreement (as supplied by Greenfire) 
 
Supporting Documentation (In Shared iCloud Box folder): 
•          Inv 1 - Inv 27 (pdf)  
• Inv 2023-2024 (docx) 
• Royalty Analysis (xlsx) 
• CAPEX REVIEW (xlsx) 
• Statement of Account (xlsx) 
• JIB Summary (xlsx) 
• CAPL Property Transfer Procedure (pdf) 
 
 
 
 



Organization 

Name

Organization Accounting 

Year

Accounting 

Month

Voucher Type Voucher 

Number

Voucher Status Account Major Account Minor Account Name AFE AFE Name Cost Centre Cost Centre 

Name

Activity 

Year

Activity 

Month

DOI Transaction 

Amount

Transaction 

Volume

Invoice / Payment 

Number

Invoice Invoice 

Amount

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2986 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 1 101 2,259.82 0.00 01 2022 BEH 44482 (82,820.13)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2986 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 1 101 3,907.31 0.00 01 2022 BEH 44482 (82,820.13)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2986 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 1 101 3,753.86 0.00 01 2022 BEH 44482 (82,820.13)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2986 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 1 101 2,630.43 0.00 01 2022 BEH 44482 (82,820.13)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2986 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 1 101 1,373.25 0.00 01 2022 BEH 44482 (82,820.13)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2986 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 1 101 26,112.50 0.00 01 2022 BEH 44482 (82,820.13)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2986 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 1 101 23,229.96 0.00 01 2022 BEH 44482 (82,820.13)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2986 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 1 101 14,013.48 0.00 01 2022 BEH 44482 (82,820.13)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2986 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 1 101 2,911.56 0.00 01 2022 BEH 44482 (82,820.13)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2986 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 1 101 16,025.10 0.00 01 2022 BEH 44482 (82,820.13)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2986 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 1 101 14,209.57 0.00 01 2022 BEH 44482 (82,820.13)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2987 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 2 101 6,486.93 0.00 02 2022 BEH 44483 (190,242.18)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2987 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 2 101 6,030.22 0.00 02 2022 BEH 44483 (190,242.18)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2987 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 2 101 4,856.79 0.00 02 2022 BEH 44483 (190,242.18)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2987 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 2 101 6,273.24 0.00 02 2022 BEH 44483 (190,242.18)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2987 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 2 101 2,010.65 0.00 02 2022 BEH 44483 (190,242.18)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2987 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 2 101 51,194.00 0.00 02 2022 BEH 44483 (190,242.18)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2987 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 2 101 49,787.33 0.00 02 2022 BEH 44483 (190,242.18)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2987 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 2 101 59,904.13 0.00 02 2022 BEH 44483 (190,242.18)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2987 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 2 101 4,029.92 0.00 02 2022 BEH 44483 (190,242.18)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2987 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 2 101 36,623.64 0.00 02 2022 BEH 44483 (190,242.18)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2987 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 2 101 26,459.39 0.00 02 2022 BEH 44483 (190,242.18)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 1 1 2,259.82 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 1 101 (2,259.82) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 2 1 6,486.93 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 2 101 (6,486.93) 0.00 0.00



EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 1 1 3,907.31 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 1 101 (3,907.31) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 2 1 6,030.22 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 2 101 (6,030.22) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 1 1 3,753.86 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 1 101 (3,753.86) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 2 1 4,856.79 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 2 101 (4,856.79) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 1 1 2,630.43 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 1 101 (2,630.43) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 2 1 6,273.24 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 2 101 (6,273.24) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 1 1 1,373.25 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 1 101 (1,373.25) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 2 1 2,010.65 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 2 101 (2,010.65) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 1 1 26,112.50 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 1 101 (26,112.50) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 2 1 51,194.00 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 2 101 (51,194.00) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 1 1 23,229.96 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 1 101 (23,229.96) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 2 1 49,787.33 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 2 101 (49,787.33) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 1 1 14,013.48 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 1 101 (14,013.48) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 2 1 59,904.13 0.00 0.00



EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 2 101 (59,904.13) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 1 1 2,911.56 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 1 101 (2,911.56) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 2 1 4,029.92 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 2 101 (4,029.92) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 1 1 16,025.10 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 1 101 (16,025.10) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 2 1 36,623.64 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 2 101 (36,623.64) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 1 1 14,209.57 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 1 101 (14,209.57) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 2 1 26,459.39 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 3 API 2998 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 2 101 (26,459.39) 0.00 0.00

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 4 API 3036 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 3 1 22,956.61 0.00 03 2022 BEH 44533 (443,256.04)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 4 API 3036 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 3 1 16,011.42 0.00 03 2022 BEH 44533 (443,256.04)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 4 API 3036 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 3 1 18,178.69 0.00 03 2022 BEH 44533 (443,256.04)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 4 API 3036 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 3 1 22,508.80 0.00 03 2022 BEH 44533 (443,256.04)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 4 API 3036 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 3 1 17,293.16 0.00 03 2022 BEH 44533 (443,256.04)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 4 API 3036 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 3 1 118,222.07 0.00 03 2022 BEH 44533 (443,256.04)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 4 API 3036 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 3 1 82,227.68 0.00 03 2022 BEH 44533 (443,256.04)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 4 API 3036 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 3 1 111,583.11 0.00 03 2022 BEH 44533 (443,256.04)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 4 API 3036 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 3 1 16,956.55 0.00 03 2022 BEH 44533 (443,256.04)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 4 API 3036 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 3 1 100,886.98 0.00 03 2022 BEH 44533 (443,256.04)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 4 API 3036 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 3 1 64,182.98 0.00 03 2022 BEH 44533 (443,256.04)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 5 API 3183 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 4 1 10,698.35 0.00 04 2022 BEH 44692 (346,580.69)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 5 API 3183 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 4 1 16,798.53 0.00 04 2022 BEH 44692 (346,580.69)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 5 API 3183 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 4 1 23,162.39 0.00 04 2022 BEH 44692 (346,580.69)



EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 5 API 3183 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 4 1 13,685.79 0.00 04 2022 BEH 44692 (346,580.69)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 5 API 3183 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 4 1 5,642.31 0.00 04 2022 BEH 44692 (346,580.69)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 5 API 3183 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 4 1 90,546.08 0.00 04 2022 BEH 44692 (346,580.69)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 5 API 3183 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 4 1 60,293.56 0.00 04 2022 BEH 44692 (346,580.69)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 5 API 3183 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 4 1 90,213.27 0.00 04 2022 BEH 44692 (346,580.69)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 5 API 3183 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 4 1 14,435.22 0.00 04 2022 BEH 44692 (346,580.69)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 5 API 3183 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 4 1 77,669.37 0.00 04 2022 BEH 44692 (346,580.69)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 5 API 3183 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 4 1 58,962.72 0.00 04 2022 BEH 44692 (346,580.69)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 6 API 3329 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 5 1 15,012.57 0.00 05 2022 BEH 44838 (508,995.93)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 6 API 3329 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 5 1 27,723.49 0.00 05 2022 BEH 44838 (508,995.93)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 6 API 3329 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 5 1 32,129.28 0.00 05 2022 BEH 44838 (508,995.93)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 6 API 3329 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 5 1 25,334.42 0.00 05 2022 BEH 44838 (508,995.93)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 6 API 3329 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 5 1 3,536.44 0.00 05 2022 BEH 44838 (508,995.93)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 6 API 3329 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 5 1 141,893.29 0.00 05 2022 BEH 44838 (508,995.93)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 6 API 3329 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 5 1 85,815.20 0.00 05 2022 BEH 44838 (508,995.93)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 6 API 3329 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 5 1 143,330.99 0.00 05 2022 BEH 44838 (508,995.93)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 6 API 3329 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 5 1 8,915.43 0.00 05 2022 BEH 44838 (508,995.93)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 6 API 3329 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 5 1 118,073.90 0.00 05 2022 BEH 44838 (508,995.93)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 6 API 3329 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 5 1 76,896.23 0.00 05 2022 BEH 44838 (508,995.93)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 7 API 3409 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 6 1 17,864.55 0.00 06 2022 BEH 44921 (553,356.48)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 7 API 3409 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 6 1 30,425.86 0.00 06 2022 BEH 44921 (553,356.48)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 7 API 3409 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 6 1 27,979.62 0.00 06 2022 BEH 44921 (553,356.48)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 7 API 3409 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 6 1 28,029.45 0.00 06 2022 BEH 44921 (553,356.48)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 7 API 3409 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 6 1 12,510.32 0.00 06 2022 BEH 44921 (553,356.48)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 7 API 3409 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 6 1 147,489.13 0.00 06 2022 BEH 44921 (553,356.48)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 7 API 3409 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 6 1 85,181.55 0.00 06 2022 BEH 44921 (553,356.48)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 7 API 3409 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 6 1 142,382.76 0.00 06 2022 BEH 44921 (553,356.48)



EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 7 API 3409 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 6 1 52,569.62 0.00 06 2022 BEH 44921 (553,356.48)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 7 API 3409 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 6 1 117,089.70 0.00 06 2022 BEH 44921 (553,356.48)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 7 API 3409 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 6 1 76,286.08 0.00 06 2022 BEH 44921 (553,356.48)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 8 API 3601 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 7 1 12,371.30 0.00 07 2022 BEH 45117 (239,872.46)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 8 API 3601 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 7 1 12,171.43 0.00 07 2022 BEH 45117 (239,872.46)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 8 API 3601 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 7 1 18,454.93 0.00 07 2022 BEH 45117 (239,872.46)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 8 API 3601 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 7 1 4,476.32 0.00 07 2022 BEH 45117 (239,872.46)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 8 API 3601 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 7 1 5,987.86 0.00 07 2022 BEH 45117 (239,872.46)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 8 API 3601 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 7 1 49,414.41 0.00 07 2022 BEH 45117 (239,872.46)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 8 API 3601 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 7 1 53,507.64 0.00 07 2022 BEH 45117 (239,872.46)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 8 API 3601 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 7 1 50,721.91 0.00 07 2022 BEH 45117 (239,872.46)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 8 API 3601 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 7 1 28,719.24 0.00 07 2022 BEH 45117 (239,872.46)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 8 API 3601 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 7 1 43,276.65 0.00 07 2022 BEH 45117 (239,872.46)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 8 API 3601 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 7 1 40,728.26 0.00 07 2022 BEH 45117 (239,872.46)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 9 API 3662 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 8 1 8,311.82 0.00 08 2022 BEH 45181 (157,339.31)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 9 API 3662 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 8 1 8,459.53 0.00 08 2022 BEH 45181 (157,339.31)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 9 API 3662 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 8 1 11,311.42 0.00 08 2022 BEH 45181 (157,339.31)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 9 API 3662 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 8 1 7,820.97 0.00 08 2022 BEH 45181 (157,339.31)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 9 API 3662 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 8 1 2,750.57 0.00 08 2022 BEH 45181 (157,339.31)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 9 API 3662 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 8 1 23,813.04 0.00 08 2022 BEH 45181 (157,339.31)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 9 API 3662 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 8 1 45,977.90 0.00 08 2022 BEH 45181 (157,339.31)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 9 API 3662 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 8 1 38,518.31 0.00 08 2022 BEH 45181 (157,339.31)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 9 API 3662 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 8 1 8,614.66 0.00 08 2022 BEH 45181 (157,339.31)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 9 API 3662 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 8 1 19,757.89 0.00 08 2022 BEH 45181 (157,339.31)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 9 API 3662 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 8 1 34,449.64 0.00 08 2022 BEH 45181 (157,339.31)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3837 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 9 1 4,591.23 0.00 09 2022 BEH 45364 (95,296.16)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3837 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 9 1 6,613.76 0.00 09 2022 BEH 45364 (95,296.16)



EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3837 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 9 1 6,252.31 0.00 09 2022 BEH 45364 (95,296.16)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3837 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 9 1 4,426.82 0.00 09 2022 BEH 45364 (95,296.16)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3837 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 9 1 2,402.98 0.00 09 2022 BEH 45364 (95,296.16)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3837 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 9 1 21,284.22 0.00 09 2022 BEH 45364 (95,296.16)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3837 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 9 1 19,238.76 0.00 09 2022 BEH 45364 (95,296.16)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3837 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 9 1 25,383.09 0.00 09 2022 BEH 45364 (95,296.16)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3837 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 9 1 6,476.65 0.00 09 2022 BEH 45364 (95,296.16)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3837 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 9 1 13,288.64 0.00 09 2022 BEH 45364 (95,296.16)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3837 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 9 1 17,103.09 0.00 09 2022 BEH 45364 (95,296.16)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3868 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 8 101 13.64 0.00 08 2022 BEH ADJ 45395 (258.15)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3868 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 8 101 13.88 0.00 08 2022 BEH ADJ 45395 (258.15)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3868 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 8 101 18.56 0.00 08 2022 BEH ADJ 45395 (258.15)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3868 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 8 101 12.83 0.00 08 2022 BEH ADJ 45395 (258.15)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3868 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 8 101 4.51 0.00 08 2022 BEH ADJ 45395 (258.15)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3868 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 8 101 39.07 0.00 08 2022 BEH ADJ 45395 (258.15)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3868 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 8 101 75.44 0.00 08 2022 BEH ADJ 45395 (258.15)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3868 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 8 101 63.20 0.00 08 2022 BEH ADJ 45395 (258.15)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3868 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 8 101 14.13 0.00 08 2022 BEH ADJ 45395 (258.15)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3868 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 8 101 32.42 0.00 08 2022 BEH ADJ 45395 (258.15)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 10 API 3868 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 8 101 56.52 0.00 08 2022 BEH ADJ 45395 (258.15)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 11 API 3910 P 9520 110 OIL FREEHOLD 

ROYALTY

3257 MCKW 100/10-

18-091-14W4/00

2022 10 1 5,526.31 0.00 10 2022 BEH 45445 (118,787.86)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 11 API 3910 P 9520 110 OIL FREEHOLD 

ROYALTY

3258 MCKW 102/10-

18-091-14W4/00

2022 10 1 8,316.86 0.00 10 2022 BEH 45445 (118,787.86)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 11 API 3910 P 9520 110 OIL FREEHOLD 

ROYALTY

3259 MCKW 103/10-

18-091-14W4/00

2022 10 1 9,202.61 0.00 10 2022 BEH 45445 (118,787.86)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 11 API 3910 P 9520 110 OIL FREEHOLD 

ROYALTY

3261 MCKW 100/11-

18-091-14W4/00

2022 10 1 6,024.89 0.00 10 2022 BEH 45445 (118,787.86)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 11 API 3910 P 9520 110 OIL FREEHOLD 

ROYALTY

3262 MCKW 102/11-

18-091-14W4/00

2022 10 1 3,847.96 0.00 10 2022 BEH 45445 (118,787.86)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 11 API 3910 P 9520 110 OIL FREEHOLD 

ROYALTY

3269 MCKW 103/11-

18-091-14W4/00

2022 10 1 26,656.33 0.00 10 2022 BEH 45445 (118,787.86)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 11 API 3910 P 9520 110 OIL FREEHOLD 

ROYALTY

3270 MCKW 104/11-

18-091-14W4/00

2022 10 1 21,739.99 0.00 10 2022 BEH 45445 (118,787.86)



EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 11 API 3910 P 9520 110 OIL FREEHOLD 

ROYALTY

3271 MCKW 100/12-

18-091-14W4/00

2022 10 1 31,422.91 0.00 10 2022 BEH 45445 (118,787.86)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 11 API 3910 P 9520 110 OIL FREEHOLD 

ROYALTY

3272 MCKW 102/12-

18-091-14W4/00

2022 10 1 7,427.47 0.00 10 2022 BEH 45445 (118,787.86)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 11 API 3910 P 9520 110 OIL FREEHOLD 

ROYALTY

3273 MCKW 103/12-

18-091-14W4/00

2022 10 1 25,975.13 0.00 10 2022 BEH 45445 (118,787.86)

EVEREST 

CANADIAN 

RESOURCES 

CORP.

1 2022 11 API 3910 P 9520 110 OIL FREEHOLD 

ROYALTY

3274 MCKW 104/12-

18-091-14W4/00

2022 10 1 12,243.35 0.00 10 2022 BEH 45445 (118,787.86)

Royalty Expense WI

3,649,073.86 5% 182,453.69$  

344.2 5% 17.21 What Viceroy was charged

182,436.48$  Additional Royalty Owed by Viceroy

2,982,926.61$  Actual payments to Burgess

  

Viceroy Payable share of Royalty
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NOTICE OF INTENTION TO ENFORCE SECURITY 
(Subsection 244(1)) 

To: Viceroy Canadian Resources Corp. 

Take notice that:  

1. Greenfire Resources Operating Corporation (“Greenfire”) a secured creditor,
intends to enforce its security on the property of the above insolvent person which
encompasses all of its property and assets;

2. The security that is to be enforced includes security granted by the insolvent
person in favour of Greenfire as set out in the following:

a. An Amended and Restated Farm-In and Participation Agreement between
Viceroy and Everest Canadian Resources Corp. made effective as of the
31st day of January, 2019 (as amended and restated as of the 19th day of
June 2020) (the “Farm-In Agreement”) and the 2007 CAPL Operating
Procedure which is incorporated therein; and

b. Such further and other security documents, agreements, certificates, and
other documents as may have been entered into by the insolvent person
from time to time pursuant to or in connection with the Farm-In
Agreement.

3. The total amount of the indebtedness secured by the security, as at April 25, 2024,
is Cdn $794,075.06, plus accrued and accruing costs, disbursements and interest
accruing from the date of this notice; and

4. The secured creditor (Greenfire) will not have the right to enforce the security
until after the expiry of the 10-day period following the sending of this notice
unless the insolvent person consents to an earlier enforcement.

Dated at Calgary, Alberta, this 4th day of June, 2024. 

Greenfire Resources Operating Corporation 

Per:  

Robert Logan 



 

Viceroy Canadian Resources Corp. hereby: 

a) consents to the immediate enforcement by Greenfire as a secured party of the
security described in the foregoing letter pursuant to Section 244(2) of the
Bankruptcy and Insolvency Act (Canada);

b) consents to Greenfire’s disposition of any or all collateral subject to Greenfire’s
security immediately or otherwise as the secured party may determine in its sole
discretion, without notice as required by the Personal Property Security Act

(Alberta); and

c) consents to Greenfire’s immediate appointment of a Receiver, or a Receiver-
Manager, in accordance with the provisions of the above noted security.

Per: ______________________________________ 
Viceroy Canadian Resources Corp.  
By its authorized signatory  

NAME: 

TITLE: 
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This i,s Exhibit "N ' to the Affidavit of 
Iv,,,( -✓ l ~o\., ... \.- ~V\ ')✓ 

13.Ran:ne H~ sworn before me 

at Calgary, Alberta on September 6, 2024 

in and for the Province of Alberta 



 

 

Osler, Hoskin & Harcourt LLP 

Suite 2700, Brookfield Place 

225 - 6th Avenue S.W. 

Calgary, Alberta, Canada  T2P 1N2 

403.260.7000  MAIN 

406.260.7024  FACSIMILE 

   

 

 

 

June 18, 2024  

Sent By Electronic Mail 

Viceroy Canadian Resources Corp. 
510, 634 - 6th Avenue SW 
Calgary, AB  T2P 0S4 
Attention:  Qiping Men and Zhefei Song 

Viceroy Canadian Resources Corp. 
2080, 222 - 3rd Avenue SW 
Calgary, AB  T2P 0B4 
Attention:  Qiping Men and Zhefei Song 

Dear Sirs/Mesdames : 

Re:  Indebtedness of Viceroy Canadian Resources Corp. ("Viceroy") to Greenfire 
Resources Operating Corporation ("Greenfire") 

We write further to our letters of April 25, 2024 and June 4, 2024, copies of which are 
enclosed herewith for ease of reference. Capitalized terms used in this letter and not 
otherwise defined shall have the same meanings as given to them in our April 25, 2024 and 
June 4, 2024 letters. 
 
As Greenfire has received neither a response to our June 4, 2024 letter nor payment of the 
Outstanding Amount, Greenfire intends to take all steps available to it to recover from 
Viceroy the Outstanding Amount, as well as all additional expenses incurred for the joint 
account since April 25, 2024.  
 
You may consider this letter as constituting notice pursuant to section 62 of the Personal 

Property Security Act, RSA 2000, c P-7 (“PPSA”) that Greenfire proposes to take the 
collateral secured by the Operator’s Lien (namely, Viceroy’s interest in the Fort McKay 
Project) in satisfaction of the Outstanding Amounts.  
 
Unless Viceroy gives to Greenfire a written notice of objection pursuant to section 62(2) 
of the PPSA within 15 days of the date of this letter, Greenfire will be deemed to have 
irrevocably elected to take Viceroy’s interest in the Fort McKay Project in satisfaction of 
the Outstanding Amounts, and will be entitled to hold or dispose of that interest free from 
all rights and interest of Viceroy in the Fort McKay Project. 
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Greenfire reserves all rights it has under the Farm-In Agreement, the Personal Property 

Security Act, or otherwise. 
 

Yours truly, 
 
 
 
Randal Van de Mosselaer 
 
Cc: Client 



\ 

r 
r 
r 

' 

I 

I 
L .. 

L 
L 
L 

\ 

J ) 

This i; Exhibi O" to the Affidavit of 
/U,C -v(RoJ,,~ L()1t \,I 

Brt811Rl\"l3:ffi svlom before me 

at Calgary, Alberta on September 6, 2024 

in and for the Province of Alberta 



1

From: QIPING MEN <men8566@yahoo.ca>
Sent: Friday, June 21, 2024 9:58 AM
To: Van de Mosselaer, Randal
Cc: rlogan@greenfireres.com; 'Robert Loebach'; tkraljic@greenfireres.com; Sun Andrew; Bill 

Song
Subject: Re: Viceroy Canadian Resources Corp. ("Viceroy")
Attachments: Letter to Viceroy (June 18, 2024).pdf

Good morning Randal, 

We have not received any mail as Viceroy has not have any physical office for long time. 

We do not have any information for the outstanding amount to Greenfire, which leads no way to audit 
that amount. 

Please treat this email is a formal notice of objection to section 62(2) of the PPSA of your letter. 

Best regards, 

Qiping Men 

On Thursday, June 20, 2024 at 03:51:08 p.m. MDT, Van de Mosselaer, Randal <rvandemosselaer@osler.com> wrote: 

Please see the attached correspondence which has also been forwarded Viceroy’s Registered Office as reflected in the 
Alberta Corporate Registry. 

Regards, 

Randal Van de Mosselaer 

403.260.7060  DIRECT 
403.260.7024  FACSIMILE 
rvandemosselaer@osler.com 

 

Suite 2700, Brookfield Place 

225 – 6th Avenue S.W. 
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Calgary, Alberta, Canada T2P 1N2

403.260.7000 main 

403.260.7024 facsimile 

 

  

  



 

 

Osler, Hoskin & Harcourt LLP 

Suite 2700, Brookfield Place 

225 - 6th Avenue S.W. 

Calgary, Alberta, Canada  T2P 1N2 

403.260.7000  MAIN 

406.260.7024  FACSIMILE 

   

 

 

 

June 18, 2024  

SENT BY COURIER AND REGULAR MAIL 

Viceroy Canadian Resources Corp. 
510, 634 - 6th Avenue SW 
Calgary, AB  T2P 0S4 
Attention:  Qiping Men and Zhefei Song 

Viceroy Canadian Resources Corp. 
2080, 222 - 3rd Avenue SW 
Calgary, AB  T2P 0B4 
Attention:  Qiping Men and Zhefei Song 

Dear Sirs/Mesdames : 

Re:  Indebtedness of Viceroy Canadian Resources Corp. ("Viceroy") to Greenfire 
Resources Operating Corporation ("Greenfire") 

We write further to our letters of April 25, 2024 and June 4, 2024, copies of which are 
enclosed herewith for ease of reference. Capitalized terms used in this letter and not 
otherwise defined shall have the same meanings as given to them in our April 25, 2024 and 
June 4, 2024 letters. 
 
As Greenfire has received neither a response to our June 4, 2024 letter nor payment of the 
Outstanding Amount, Greenfire intends to take all steps available to it to recover from 
Viceroy the Outstanding Amount, as well as all additional expenses incurred for the joint 
account since April 25, 2024.  
 
You may consider this letter as constituting notice pursuant to section 62 of the Personal 

Property Security Act, RSA 2000, c P-7 (“PPSA”) that Greenfire proposes to take the 
collateral secured by the Operator’s Lien (namely, Viceroy’s interest in the Fort McKay 
Project) in satisfaction of the Outstanding Amounts.  
 
Unless Viceroy gives to Greenfire a written notice of objection pursuant to section 62(2) 
of the PPSA within 15 days of the date of this letter, Greenfire will be deemed to have 
irrevocably elected to take Viceroy’s interest in the Fort McKay Project in satisfaction of 
the Outstanding Amounts, and will be entitled to hold or dispose of that interest free from 
all rights and interest of Viceroy in the Fort McKay Project. 
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Greenfire reserves all rights it has under the Farm-In Agreement, the Personal Property 

Security Act, or otherwise. 
 

Yours truly, 
 
 
 
Randal Van de Mosselaer 
 
Cc: Client 
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Osler, Hoskin & Harcourt LLP 

Suite 2700, Brookfield Place 

225 - 6th Avenue S.W. 

Calgary, Alberta, Canada  T2P 1N2 

403.260.7000  MAIN 

406.260.7024  FACSIMILE 

   

 

 

 

April 25, 2024 Randal Van de Mosselaer 

Direct Dial: 403.260.7060 

rvandemosselaer@osler.com 

Our Matter Number: 1241968  
 

By Courier 

 
Viceroy Canadian Resources Corp. 
510, 634 - 6th Avenue SW  
Calgary, Alberta T2P 0S4 
Attention: Land Manager 

Viceroy Canadian Resources Corp. 
2080 – 222 3rd Avenue S.W. 
Calgary, Alberta  T2P 0B4 
Attention: Land Manager 

 
Dear Sirs/Mesdames: 
 
 Re: Statement of Account and Amounts Payable 

Please be advised that we are counsel to Greenfire Resources Operating Corporation 
(“Greenfire”).  In that capacity, we refer to the Receivership Order (the “Receivership 
Order”) granted by the Court of King’s Bench of Alberta (the “Court”) in Action No. 
2301-04480 on April 5, 2023 pursuant to which PricewaterhouseCoopers Inc. was 
appointed Receiver (the “Receiver”) over all of the current and future assets, 
undertakings, and properties of every nature and kind whatsoever of Everest Canadian 
Resources Corp. (“Everest”).  A copy of the Receivership Order and all other relevant 
Court documents can be found on the Receiver’s web site at:  
http://www.pwc.com/ca/everestcanadianresources  
 
As you will be aware, pursuant to a Purchase and Sale Agreement (the “PSA”) dated 
February 15, 2024 between the Receiver (as Vendor) and Greenfire (as Purchaser), which 
PSA was approved by the Court on March 27, 2024, Greenfire has purchased from the 
Receiver all of Everest’s right, title, estate and interest in and to the Assets (as that term is 
defined in the PSA), including, without limiting the generality of the foregoing: 
 

1. All of Everest’s right, title estate and interest in the Fort McKay SAGD project 
(the “Fort McKay Project”) (being a 95% working interest therein), and  

2. All obligations, accounts receivable and debts owing by Viceroy Canadian 
Resources Corp. (“Viceroy”) and its affiliates to Everest and the Receiver, 
including Viceroy’s working interest share of costs and expenses incurred in 
respect of the Assets and all amounts that are owing by Viceroy to Everest 
pertaining to the Assets. 

 
Pursuant to an Amended and Restated Farm-In and Participation Agreement between 
Viceroy and Everest made effective as of the 31st day of January, 2019 (as amended and 
restated as of the 19th day of June 2020) (the “Farm-In Agreement”) Viceroy, being a 

http://www.pwc.com/ca/everestcanadianresources
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5% interest holder in the Fort McKay Project, has certain obligations to Greenfire (as 
successor in interest to Everest) to make payment for joint operation expenses in 
connection with the Fort McKay Project. 
 
We are aware that by letter dated January 24, 2024 (a copy of which is enclosed 
herewith) the Receiver made demand on Viceroy for certain amounts owing by Viceroy 
to Everest in the amount of $106,269.87.   However, after further review of the financial 
records of Everest Greenfire has determined that there is a significantly greater amount 
owing from Viceroy to Everest in connection with the joint operations of the Fort McKay 
Project.  We can advise that a total of $794,075.06 is now due and owing from Viceroy to 
Greenfire (as successor in interest to Everest). A statement of account is attached and is 
supported by attached invoices and statements.  
 
Demand is hereby made for payment of this outstanding amount within 30 days hereof, 
failing which Greenfire will be at liberty to take any and all enforcement steps at its 
disposal under the Farm-In Agreement, the associated 2007 CAPL Operating Procedure 
(which is incorporated by reference into the Farm-In Agreement), or otherwise at law.  
You may take this letter as constituting notice of default pursuant to Paragraph 5.05B of 
the 2007 CAPL Operating Procedure. 
 
We look forward to hearing from you. 

Yours very truly, 

 
Randal Van de Mosselaer 
RVdM:  
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June 4, 2024  

Viceroy Canadian Resources Corp. 
510, 634 - 6th Avenue SW 
Calgary, Alberta T2P 0S4 
Attention: Qiping Men and 
Zhefei Song 
 
 

Viceroy Canadian Resources Corp. 
2080 – 222 3rd Avenue S.W. 
Calgary, Alberta T2P 0B4 
Attention: Qiping Men and 
Zhefei Song 

Re:  Indebtedness of Viceroy Canadian Resources Corp. (“Viceroy”) to Greenfire 
Resources Operating Corporation (“Greenfire”) 

We write on behalf of Greenfire in connection with amounts owed to it by Viceroy as described 
in our letter of April 25, 2024, a copy of which is enclosed herewith.  Capitalized terms used 
in this letter and not otherwise defined shall have the same meaning as given to them in our 
April 25, 2024 letter. 

Pursuant to the terms of the Farm-In Agreement and the associated 2007 CAPL Operating 
Procedure which is incorporated by reference into the Farm-In Agreement, the indebtedness 
owing by Viceroy to Greenfire is secured by a first-priority lien and charge in favour of 
Greenfire over Viceroy’s interest in the McKay Project (the “Operator’s Lien”).    

As at April 25, 2024, the amount outstanding and owing to Greenfire under the Farm-In 
Agreement, and secured by the Operator’s Lien, is $794,075.06 (the “Outstanding Amount”) 
plus accrued and accruing costs, disbursements and interest.  The Outstanding Amount has 
increased since April 25, 2024 due to additional expenses being incurred for the joint account 
and will be invoiced in due course. 

In accordance with the Farm-In Agreement and the 2007 CAPL Operating Procedure which is 
incorporated therein, demand is hereby made upon Viceroy for payment in full of the 
Outstanding Amount together with any additional expenses, accrued interest and other legal 
fees or charges that may arise. In the event that payment is not made in full by close of business 
on June 17, 2024, Greenfire will take such steps as it may consider necessary to protect its 
position.  

Also enclosed for service upon you is a Notice of Intention to Enforce Security provided in 
accordance with the provisions of the Bankruptcy and Insolvency Act (Canada). If you consent 
to the Lender taking earlier enforcement, please return the consent executed by a duly executed 
officer of the Borrower. 

Yours truly, 

 

Randal Van de Mosselaer 
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NOTICE OF INTENTION TO ENFORCE SECURITY 
(Subsection 244(1)) 

 
To: Viceroy Canadian Resources Corp. 
 
Take notice that:  
 

1. Greenfire Resources Operating Corporation (“Greenfire”) a secured creditor, 
intends to enforce its security on the property of the above insolvent person which 
encompasses all of its property and assets;  

2. The security that is to be enforced includes security granted by the insolvent 
person in favour of Greenfire as set out in the following: 

a. An Amended and Restated Farm-In and Participation Agreement between 
Viceroy and Everest Canadian Resources Corp. made effective as of the 
31st day of January, 2019 (as amended and restated as of the 19th day of 
June 2020) (the “Farm-In Agreement”) and the 2007 CAPL Operating 
Procedure which is incorporated therein; and 

b. Such further and other security documents, agreements, certificates, and 
other documents as may have been entered into by the insolvent person 
from time to time pursuant to or in connection with the Farm-In 
Agreement.  

3. The total amount of the indebtedness secured by the security, as at April 25, 2024, 
is Cdn $794,075.06, plus accrued and accruing costs, disbursements and interest 
accruing from the date of this notice; and  

4. The secured creditor (Greenfire) will not have the right to enforce the security 
until after the expiry of the 10-day period following the sending of this notice 
unless the insolvent person consents to an earlier enforcement.  

 
Dated at Calgary, Alberta, this 4th day of June, 2024.  
 
Greenfire Resources Operating Corporation 
 
Per:  
 
 
 
Robert Logan 
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Viceroy Canadian Resources Corp. hereby: 

a) consents to the immediate enforcement by Greenfire as a secured party of the 
security described in the foregoing letter pursuant to Section 244(2) of the 
Bankruptcy and Insolvency Act (Canada); 

b) consents to Greenfire’s disposition of any or all collateral subject to Greenfire’s 
security immediately or otherwise as the secured party may determine in its sole 
discretion, without notice as required by the Personal Property Security Act 

(Alberta); and 

c) consents to Greenfire’s immediate appointment of a Receiver, or a Receiver-
Manager, in accordance with the provisions of the above noted security. 

 
 
Per: ______________________________________  
Viceroy Canadian Resources Corp.  
By its authorized signatory  
 
NAME:  
 
TITLE: 
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STATEMENT OF ACCOUNT
BA 11867 Viceroy Canadian Resources Corp.
Invoice: 1 $52,210.81 2021-01-31

2 $53,736.80 2021-02-28
3 $12,941.83 2021-03-31
4 $12,450.20 2021-04-30
5 $12,716.87 2021-05-31
6 ($14,678.40) 2021-06-30
7 $14,903.37 2021-07-31
8 $10,467.94 2021-08-31
9 ($20,990.31) 2021-09-30

11 $17,306.28 2021-10-31
12 $31,872.40 2021-11-30
13 $64,233.82 2022-01-31
14 ($80,236.99) 2022-02-28
15 ($62,152.17) 2022-03-31
16 ($35,680.82) 2022-04-30
17 ($67,452.97) 2022-05-31
18 ($77,885.69) 2022-06-30
19 ($33,931.74) 2022-07-31
20 ($43,291.82) 2022-08-31
21 $3,325.78 2022-09-30
22 ($39,102.20) 2022-10-31
23 $76,979.09 2022-11-30
24 $133,430.96 2022-12-31
25 $42,581.58 2023-01-31
26 $40,941.38 2023-02-28
27 ($34,094.84) 2023-03-31

2023-2024 $85,765.00 2/28/2024
Adj A $430.10 2/28/2024
Adj B $3,575.00 2/28/2024
Adj C ($228.28) 2/8/2024

  
$182,436.48 Royalties
$451,495.60 CAPEX

$794,075.06
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From: Van de Mosselaer, Randal <rvandemosselaer@osler.com>
Sent: Thursday, July 04, 2024 4:31 PM
To: QIPING MEN
Cc: rlogan@greenfireres.com; Robert Loebach; tkraljic@greenfireres.com; Kirsten Strieck; 

Amy Reid; Traci Frost; Spurn, Craig; Clark, Stephanie
Subject: RE: 回复：FW: Letter to Viceroy Canadian Resources Corp. ("Viceroy")

Qiping, 

Further to your email below, Greenfire acknowledges that Viceroy has the right pursuant to Section 108 of the 1996 
PASC Accounting Procedure (the “Accounting Procedures” - which is incorporated into to the Farm-In Agreement) 
to conduct an audit.   Greenfire and its consultants will coordinate with Viceroy to complete an audit in 
accordance with the procedures set out in the Accounting Procedures and in a timely manner.   At the same time, 
Greenfire expects to receive timely payment of its outstanding joint interest billings in accordance with Viceroy’s 
obligations under the Farm-In Agreement and the Accounting Procedures. 

In order to ensure that the audit is completed in a timely manner, Greenfire require that the audit should proceed 
in accordance with the following schedule: 

 Please advise as soon as possible who will be completing the audit fieldwork so that Greenfire can provide
the necessary materials to them.

 Your auditor should commence their fieldwork by not later than July 29, and complete the fieldwork by not
later than August 13, 2024.

 Your auditor will disclose any report or discrepancies to Greenfire within 30 days of the completion of the
fieldwork.

 Greenfire will respond to any claims of discrepancies within 30 days of receipt thereof.

Please confirm that the foregoing timelines are acceptable.   We look forward to receiving this information so that 
we can work with Viceroy to commence and complete this audit as soon as possible. 

In the meantime, we point out the fact that Viceroy intends to conduct an audit does not affect Viceroy’s obligation 
to pay the outstanding invoiced amounts for the joint operations under the Farm-In Agreement (which, as of April 
25, 2024, totalled $794,075.06).  Such amounts remain outstanding and remain due and owing notwithstanding 
the pending audit.  Please see paragraphs 103 and 107 of the Accounting Procedures in this regard.  Accordingly, 
absent receipt of payment, and concurrent with assisting with the audit, Greenfire will have recourse to all of its 
enforcement remedies under the Farm-In Agreement and otherwise at law, including without limitation taking 
steps to enforce Greenfire’s Operator’s Lien.  

Regards, 

Randal Van de Mosselaer 
Partner 
403.260.7060 | rvandemosselaer@osler.com 
Osler, Hoskin & Harcourt LLP | osler.com

From: QIPING MEN <men8566@yahoo.ca> 
Sent: Wednesday, June 26, 2024 8:30 PM 
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To: Van de Mosselaer, Randal <rvandemosselaer@osler.com> 
Cc: rlogan@greenfireres.com; Robert Loebach <RLoebach@greenfireres.com>; tkraljic@greenfireres.com 
Subject: 回复：FW: Letter to Viceroy Canadian Resources Corp. ("Viceroy") 
 

Dear Randal, 

 

Based on our information, we totally disagreed Greenfire's numbers. 

 

Please prepare all calculations with supporting documents; we will arrange JV audit 

accordingly. 

 

Best regards, 

 

Qiping Men 

Yahoo 邮箱：搜索、组织、征服 

 

2024 年 6 月 24 日周一 22:27，Van de Mosselaer, Randal 
<rvandemosselaer@osler.com> 写道： 

Further to our previous letters and emails, attached please find a copy of our April 25, 2024 letter 
addressed to Viceroy, as well as a JIB invoice from Greenfire Resources (“Greenfire”) to Viceroy. 

  

These documents are being sent to you as a courtesy and without any obligation on the part of 
Greenfire to do so now or in the future, and without prejudice to Greenfire’s right to provide such 
notices and invoices solely in accordance with the governing contractual provisions. 

  

Regards, 

  

 
Randal Van de Mosselaer 
Partner 
403.260.7060 | rvandemosselaer@osler.com 
Osler, Hoskin & Harcourt LLP | osler.com 
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From: QIPING MEN <men8566@yahoo.ca>
Sent: Wednesday, July 10, 2024 4:51 PM
To: Van de Mosselaer, Randal
Cc: rlogan@greenfireres.com; Robert Loebach; tkraljic@greenfireres.com; Kirsten Strieck; 

Amy Reid; Traci Frost; Spurn, Craig; Clark, Stephanie
Subject: 回复：Viceroy Canadian Resources Corp. ("Viceroy")

Hi all, 

As mentioned at my last email, please send us the related calculations with supporting 

documents for auditing.  

Before we receive necessary information, we can not agree any schedules. 

Thanks! 

Qiping 

Yahoo 邮箱：搜索、组织、征服 

2024 年 7 月 9 日周二 9:00，Van de Mosselaer, Randal 
<rvandemosselaer@osler.com> 写道： 

Qiping, 

As we have not yet had a reply from you, I am following up on the exchange below to get the necessary 
information from you to commence the audit you have requested. 

We look forward to hearing from you as soon as possible. 

In the meantime, I can advise that my client will be taking steps to enforce payment of the outstanding joint 
interest billings in accordance with its legal rights and remedies. 

Regards, 
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Randal Van de Mosselaer 
Partner 
403.260.7060 | rvandemosselaer@osler.com 
Osler, Hoskin & Harcourt LLP | osler.com 

From: Van de Mosselaer, Randal <rvandemosselaer@osler.com>  
Sent: Thursday, July 04, 2024 4:31 PM 
To: QIPING MEN <men8566@yahoo.ca> 
Cc: rlogan@greenfireres.com; Robert Loebach <RLoebach@greenfireres.com>; tkraljic@greenfireres.com; 
Kirsten Strieck <kstrieck@jvsa.com>; Amy Reid <areid@jvsa.com>; Traci Frost <tracifrost@icloud.com>; 
Spurn, Craig <cspurn@osler.com>; Clark, Stephanie <sclark@osler.com> 
Subject: RE: 回复：FW: Letter to Viceroy Canadian Resources Corp. ("Viceroy") 

  

Qiping,  

  

Further to your email below, Greenfire acknowledges that Viceroy has the right pursuant to Section 108 of the 
1996 PASC Accounting Procedure (the “Accounting Procedures” - which is incorporated into to the Farm-In 
Agreement) to conduct an audit.   Greenfire and its consultants will coordinate with Viceroy to complete an 
audit in accordance with the procedures set out in the Accounting Procedures and in a timely manner.   At the 
same time, Greenfire expects to receive timely payment of its outstanding joint interest billings in accordance 
with Viceroy’s obligations under the Farm-In Agreement and the Accounting Procedures. 

  

In order to ensure that the audit is completed in a timely manner, Greenfire require that the audit should 
proceed in accordance with the following schedule: 

  

 Please advise as soon as possible who will be completing the audit fieldwork so that Greenfire can 
provide the necessary materials to them. 

 Your auditor should commence their fieldwork by not later than July 29, and complete the fieldwork by 
not later than August 13, 2024.  

 Your auditor will disclose any report or discrepancies to Greenfire within 30 days of the completion of 
the fieldwork.  

 Greenfire will respond to any claims of discrepancies within 30 days of receipt thereof.  

  

Please confirm that the foregoing timelines are acceptable.   We look forward to receiving this information so 
that we can work with Viceroy to commence and complete this audit as soon as possible. 

  

In the meantime, we point out the fact that Viceroy intends to conduct an audit does not affect Viceroy’s 
obligation to pay the outstanding invoiced amounts for the joint operations under the Farm-In Agreement 
(which, as of April 25, 2024, totalled $794,075.06).  Such amounts remain outstanding and remain due and 



3

owing notwithstanding the pending audit.  Please see paragraphs 103 and 107 of the Accounting Procedures 
in this regard.  Accordingly, absent receipt of payment, and concurrent with assisting with the audit, Greenfire 
will have recourse to all of its enforcement remedies under the Farm-In Agreement and otherwise at law, 
including without limitation taking steps to enforce Greenfire’s Operator’s Lien.  

  

Regards, 

 
Randal Van de Mosselaer 
Partner 
403.260.7060 | rvandemosselaer@osler.com 
Osler, Hoskin & Harcourt LLP | osler.com 

From: QIPING MEN <men8566@yahoo.ca>  
Sent: Wednesday, June 26, 2024 8:30 PM 
To: Van de Mosselaer, Randal <rvandemosselaer@osler.com> 
Cc: rlogan@greenfireres.com; Robert Loebach <RLoebach@greenfireres.com>; tkraljic@greenfireres.com 
Subject: 回复：FW: Letter to Viceroy Canadian Resources Corp. ("Viceroy") 

  

Dear Randal, 

  

Based on our information, we totally disagreed Greenfire's numbers. 

  

Please prepare all calculations with supporting documents; we will arrange JV audit 

accordingly. 

  

Best regards, 

  

Qiping Men 

Yahoo 邮箱：搜索、组织、征服 

  

2024 年 6 月 24 日周一 22:27，Van de Mosselaer, Randal 
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<rvandemosselaer@osler.com> 写道： 

Further to our previous letters and emails, attached please find a copy of our April 25, 2024 letter 
addressed to Viceroy, as well as a JIB invoice from Greenfire Resources (“Greenfire”) to Viceroy. 

  

These documents are being sent to you as a courtesy and without any obligation on the part of 
Greenfire to do so now or in the future, and without prejudice to Greenfire’s right to provide such 
notices and invoices solely in accordance with the governing contractual provisions. 

  

Regards, 

  

 
Randal Van de Mosselaer 
Partner 
403.260.7060 | rvandemosselaer@osler.com 
Osler, Hoskin & Harcourt LLP | osler.com 
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From: Tony Kraljic <tkraljic@greenfireres.com>
Sent: Thursday, August 01, 2024 11:59 AM
To: QIPING MEN
Cc: Van de Mosselaer, Randal; Daniel Romano; Tina Dawla
Subject: RE: Viceroy Canadian Resources Corp. ("Viceroy") - Audit Request

Qiping, 

You have been supplied all backup as requested through the JIBs for both past and current charges. 

With respect to the historical items, if there is something specific that you disagree with let you know through specific 
audit queries.   

On the new charges, per the agreement, they are to be paid when due and any disputes are to follow after the fact. 
Please let us know when we can expect payment for all the new outstanding amounts for 2023 and 2024. 

Best regards, 

Tony Kraljic 
Chief Financial Officer 
D. 403-668-5298
M. 403-615-6180
TKraljic@Greenfireres.com

From: QIPING MEN <men8566@yahoo.ca>  
Sent: Thursday, August 1, 2024 11:35 AM 
To: Tony Kraljic <tkraljic@greenfireres.com> 
Cc: Van de Mosselaer, Randal <rvandemosselaer@osler.com>; Daniel Romano <DRomano@greenfireres.com>; Tina 
Dawla <tdawla@greenfireres.com> 
Subject: Re: Viceroy Canadian Resources Corp. ("Viceroy") - Audit Request 

WARNING: External email; exercise caution. 

Hi Tony, 

As mentioned from my previous email, we totally disagreed Greenfire's number; I did need your 
calculations with supporting documents. Before we have those necessary information, we can not go 
to next step for audit. 

Best regards, 

Qiping 

On Thursday, August 1, 2024 at 10:50:48 a.m. MDT, Tony Kraljic <tkraljic@greenfireres.com> wrote: 
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Qiping, 

  

I am following up on my July 15 email as we have had no reply. 

  

Please advise immediately if you require any additional information to conduct the audit.  If we do not hear from you by 
the end of this week we will presume that you do not require any additional information. 

  

Please also provide your views on the schedule proposed in the July 15 email, and provide the information requested in 
that email. 

  

In the meantime, we remind you that payment of all issued JIBs is required notwithstanding Viceroy’s stated intention of 
conducting the audit.  Failing receipt of payment in accordance with Viceroy’s contractual obligations Greenfire, as 
Operator, intends to have recourse to all enforcement tools at its disposal. 

  

Regards, 

  

  

Tony Kraljic 

Chief Financial Officer 

D. 403-668-5298 

M. 403-615-6180 

TKraljic@Greenfireres.com 

 

  

From: Tony Kraljic  
Sent: Monday, July 15, 2024 4:51 PM 
To: MEN8566@YAHOO.CA 
Cc: Van de Mosselaer, Randal <rvandemosselaer@osler.com>; Daniel Romano <dromano@greenfireres.com>; Tina 
Dawla <tdawla@greenfireres.com> 
Subject: Viceroy Canadian Resources Corp. ("Viceroy") - Audit Request 
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Qiping,  

  

Please find the link below to the outstanding JIBs that make up the outstanding $794,075.06 to allow you to commence 
the audit that you have requested.  

  

  

Everest Billings - Audit Support 

  

As per PASC 1996 Operating Procedure by which these properties are governed, this invoice was due by May 6, 2024. 
Per this operating agreement, we are also entitled to charge interest compounded monthly at a rate of prime plus 2% on 
overdue accounts. This amount will be added to the next bill which will included joint venture charges from February 2024 
through June 2024, and which will be provided in a separate email. Pursuant to the operating agreement, outstanding 
payments are due within 30 days notwithstanding a working-interest partner’s decision to exercise its right to audit. Please 
provide payment immediately.  

  

Further to our July 4th email,  if you still wish to pursue a concurrent audit, to move this forward:  

1. advise us who will be completing the audit fieldwork. 
2. Based on the materials provided above, provide the audit queries so that Greenfire can provide additional 

materials. 
3. Your auditor should commence their fieldwork by not later than July 29, and complete the fieldwork by not later 

than August 13, 2024.  
4. Your auditor will disclose any report or discrepancies to Greenfire within 30 days of the completion of the 

fieldwork.  
5. Greenfire will respond to any claims of discrepancies within 30 days of receipt thereof.  

  

In the meantime, Viceroy has an obligation to pay the outstanding invoiced amounts for the joint operations under the 
Farm-In Agreement (which, as of April 25, 2024, totaled $794,075.06), which amounts remain outstanding and remain due 
and owing notwithstanding the pending audit.   

  

We remain ready to complete the audit quickly.  

  

Best regards,  

  

Tony Kraljic 

Chief Financial Officer 
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D. 403-668-5298 

M. 403-615-6180 

TKraljic@Greenfireres.com 
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Total steam plant bound for
Grand Rapids project
Cenovus Energy has acquired a mothballed steam plant
from France’s Total for use at its recently approved Grand
Rapids in situ oil sands project in Canada.

9 May 2014 0:00 GMT UPDATED  9 May 2014 0:00 GMT

By Tonya Zelinsky Calgary

The central plant facility will be relocated from Total’s planned Joslyn
steam-assisted gravity drainage (SAGD) project in northern Alberta
and moved to the site of Cenovus’ Grand Rapids project, to be used in
phase one of the 8000-barrel per day to 10,000 bpd project.

Cenovus said it acquired the equipment from Total in a deal that
closed in April for an undisclosed amount.

Total’s Joslyn project was originally designed for SAGD but after a
steam release in 2006 that shot rocks out as far as 300 metres from
the main crater it was changed to a mining operation.

Pilot work at Cenovus’ 100%- owned Grand Rapids has been ongoing
since 2010, and regulatory approval for the 180,000-bpd project was
granted in March.

Cenovus chief operating officer John Brannan said recent results from
the pilot have “given us confidence to move forward with that
development.” It is targeting first steam from phase A in 2017.

Oil sands production at the Canadian major rose by 20% during the
first quarter of 2014 to average 120,444 barrels per day.

The spike was driven primarily by increased output at its Christina
Lake SAGD operation, which averaged 65,738 bpd due to the ramp-up
of phase E to full production capacity.

Phase F of the project is 50% complete and first steam is expected in
2016. At its Foster Creek SAGD project, output averaged 54,706 bpd in
the first quarter, a 2% decrease from last year.

Phase F of the project is 93% complete and on track for production in
the third quarter.

Full ramp up will take 18 to 24 months. Phases G and H are 69% and
42% complete, respectively.

The company last week reported an increase in net earnings of 44% to
C$247 million (US$225 million). Cash flow from operations dropped
7% to C$904 million.

Capital spending for the quarter was C$829 million. (Copyright)
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COURT FILE NUMBER 2401 -  

COURT COURT OF KING’S BENCH OF ALBERTA 

JUDICIAL CENTRE CALGARY 

PLAINTIFF GREENFIRE RESOURCES OPERATING CORPORATION 

DEFENDANT VICEROY CANADIAN RESOURCES CORP. 

DOCUMENT  CONSENT TO ACT AS RECEIVER 

ADDRESS FOR 
SERVICE AND 
CONTACT 
INFORMATION OF 
PARTY FILING THIS 
DOCUMENT 

OSLER, HOSKIN & HARCOURT LLP 
Suite 2700, Brookfield Place 
225 – 6th Avenue SW 
Calgary, AB  T2P 1N2 

Attention: Randal Van de Mosselaer / Stephanie Clark 
Telephone: 403.260.7060 / 7079 
Facsimile: 403.260.7024 
Email:  rvandemosselaer@osler.com / sclark@osler.com 
Matter Number: 1241968 

 

 
 Alvarez & Marsal Canada Inc. does hereby consent to act as Receiver in these 

proceedings if so appointed by this Honourable Court. 

 
 DATED at the City of Calgary, in the Province of Alberta, this 3rd  day of September, 
2024. 
 

ALVAREZ & MARSAL CANADA INC. 
 

 
 
Per:_____________________________________ 

       Orest Konowalchuk, CA, CPA, CIRP, LIT 
Senior Vice President 

Clerk’s Stamp 
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