
Independent Operation Notice (Annotated) Template 

The following is an annotated template for an Independent Operation Notice, which has been provided as a tool for users to improve the quality of these types of notices prepared by industry.  With relatively minor editing, the base template can be used as a precedent document for a vast majority of Independent Operation Notices contemplated under the range of various CAPL Operating Procedure documents. In addition, sample Independent Operation Notices, prepared using the template as a base, have been included as part of these materials.

DELIVERED BY COURIER (Can send Notice by Fax if address for service includes a fax number)
Date

	Receiving Party Company Name

Street Address

City, Province

Postal Code

Attention: Land Manager 

Address for service under the Agreement
	Receiving Party Company Name 

Street Address

City, Province

Postal Code

Attention: Land Manager

Address for service under the Agreement


RE: 
Independent Operation Notice dated _______ (the “Notice”)

Well Name, Operation Type (e.g. Drill, Completion or Equip)

AFE#:___________


Agreement Description and Date (the “Agreement”)


_____________ Area, ________Province


Company Name File #: ___________

_____________________________________________________________________________

Pursuant to Article X or 10.00, as applicable, of the ____ (insert applicable year) CAPL Operating Procedure attached to the Agreement (the “Operating Procedure”), __________ (insert full company name of proposing party) hereby serves notice of its intention to conduct the following operation (the “Proposed Operation”):

	1.
	Nature of Operation:
	The following descriptions are for the most common types of operations served under notice.  Users should work from the sample that most closely describes their particular operation and customize it as applicable for the operation.

· For a new drill, with possible modifications for a deepening or re-entry operation use:
To drill a well to evaluate all joint formations for potential petroleum substances in the joint lands down to and including the base of ___ formation or to an estimated total depth of approximately ___ metres.

Although a high level of detail is not necessarily required, it is better to provide additional information about a more complex operation, such as a deviated or horizontal well.  

Additional data, such as a drilling program, provides the receiving parties with sufficient information on which to make an informed participation decision.



	
	
	· For a completion operation use:  

To complete a well to evaluate the ____ formation for potential petroleum substances.

Care should be taken when dealing with a complex completion program, such as a multi-zone program or one in which the evaluation of zones is contingent on the results from a previous test. The proposing party should indicate whether the completion is the initial completion of a cased well or the re-entry and completion of a suspended well.

The receiving parties require sufficient information, such as a completion program to make an informed participation decision.


	
	
	· For an equip and tie-in operation use:  

To equip the ____ Well Name and Operation Description
Given the wide variance for equipping operations, the description of the Proposed Operation should be edited as appropriate to enable the receiving party to understand the nature of the operation.



	
	
	· For a production facility operation use: 

To construct _____ as a production facility.

Given the wide variance of production facility operations, the description of the Proposed Operation should be edited as appropriate to enable the receiving party to understand the nature of the operation (i.e. describe whether the operation is to construct or acquire or install a new production facility or expand an existing production facility).

This type of operation is only applicable under the 1990 and 2007 CAPL Operating Procedures.  It is important to ensure that the production facility actually meets the criteria identified in the definition of the production facility in the applicable CAPL Operating Procedure.  For a gathering system, it is a better practice to identify the “to” and “from” points.



	2.
	Location: 

	For drill operations served under the 1990 and 2007 CAPL Operating Procedures, include surface and anticipated bottom hole coordinates for a well if they are expected to differ materially from the surface coordinates.

Although the 1974 &1981 CAPL Operating Procedures do not require the proposing party to provide drilling coordinates for a drill operation, it is a better practice to provide this information to the receiving parties.

Although not required, a survey could be attached to the Notice to better describe the location of the proposed well, particularly if it is a complex operation such as a deviated or horizontal well.  



	3.
	Anticipated Commencement:


	Although the 1974 CAPL Operating Procedure does not require the proposing party to provide the anticipated commencement date, it is a better practice to provide this information.

Subject to any application of the force majeure provisions, the Proposed Operation must be commenced within a set period for the Notice to remain in effect and users need to understand the applicable commencement requirement under the applicable version of the CAPL Operating Procedure:

Under the 1974 &1981 CAPL Operating Procedures, commencement must occur within 60 days after the Notice is deemed to be received by the receiving parties.

Under the 1990 CAPL Operating Procedure, commencement must occur within 90 days after the Notice is deemed to be received by the receiving parties, subject to special commencement timing of 150 days after the Notice is deemed to be received by the receiving parties for production facilities.

Under the 2007 CAPL Operating Procedure, commencement must occur within 120 days after the Notice is deemed to be received by the receiving parties, subject to special commencement timing of an additional 30 days for production facilities and the period permitted for commencement under the Regulations if the Notice is for an Operation that was “committed” to under the Regulations as a condition of the extension of the applicable Title Document (i.e., B.C. lease). The commencement period should be confirmed in each case, though, as it is anticipated that users will frequently modify that 120 day period for agreements that pertain to more challenging operating areas.
Clause 701 of the 1981 CAPL Operating Procedure deemed spudding to be the commencement of a well. The 1990 CAPL Operating Procedure did not include a comparable provision, so there is no clear test in that document. While the initiation of construction of required roads or the well site may be sufficient to meet the commencement test under the 1990 CAPL Operating Procedure for difficult operating areas, this is a much more difficult argument to make for operating areas without unusual operating challenges.
The 2007 CAPL Operating Procedure includes a definition of "Commenced" that is linked to the spudding of a well, although the annotations note that users working in a complex operating area should consider amending the definition for their particular agreement.


	4.
	Estimated Duration:


	__ days
Although the 1974 &1981 CAPL Operating Procedures do not require the proposing party to provide the estimated duration, it is a better practice to provide this information. 

	5.
	Estimated Cost:


	The following cost descriptions are for the most common types of operations served under notice.  Users should work from the sample that most closely describes their particular operation:

· $______ drill and abandon cost.

· $______ drill and case cost, subject to Article IX or 9.00, as applicable, of the Operating Procedure. 
Although the casing costs are included in the AFE, an affirmative election by the receiving party to participate in the Proposed Operation is subject to their election rights under Article IX or 9.00, as applicable, of the CAPL Operating Procedure. Clause 9.01 of the 2007 CAPL Operating Procedure is the first provision that expressly recognizes that there will not necessarily be a separate Casing Point election for all wells, as some casing activities are inherent in the drilling operation (e.g. a Notice, for a deep well, wherein the proposed program includes the setting of intermediate casing above the target zone and conducting an open hole completion in the target zone; or a Notice, for a shallow gas well, wherein the proposed program includes the drill and case of such Notice well.  In both examples, the parties agree and accept the proposed program for the operation in the Notice.)
· $______ drill, case and complete cost, subject to Article IX or 9.00, as applicable, of the Operating Procedure. 

Although the casing costs are included in the AFE, an affirmative election by the receiving party to participate in the Proposed Operation is subject to their election rights under Article IX or 9.00, as applicable, of the CAPL Operating Procedure attached to the Agreement. Clause 9.01 of the 2007 CAPL Operating Procedure is the first provision that expressly recognizes that there will not necessarily be a separate Casing Point election for all wells, as some casing activities are inherent in the drilling operation (e.g. a Notice, for a deep well, wherein the proposed program includes setting of intermediate casing above the target zone and conducting an open hole completion in the target zone; or a Notice, for a shallow gas well, wherein the proposed program includes the drill and case of such Notice well.  In both examples, the parties agree and accept the proposed program for the operation in the Notice.)
· $______ completion cost.

· $______ equip cost.

· $______ production facility cost.



	6.
	Attached AFE #:


	Although the 1974 &1981 CAPL Operating Procedures do not require the proposing party to provide an AFE, it is a better practice to provide this information.

If the proposed well has a divided status, the proposing party must provide two AFEs.  One AFE would detail the cost to drill the proposed well to the base of the Development portion of the proposed well i.e. the shallower formation; and one AFE would detail the total cost to drill the proposed well to total depth.
See Clause 1005 of the applicable CAPL Operating Procedure for additional information on this requirement. For dual use wells permitted by the 2007 CAPL Operating Procedure, see Clause 10.06 of that document.



	7.
	Well Classification, if applicable:


	The following well classifications are for the most common types of operations served under notice.  Users should work from the sample that most closely describes their particular operation and customize it as applicable for the operation. 

· Development Well
A Development Well classification is based on a distance test relative to other wells that are within a 2 mile or 3.2 km radius of the proposed well and that are or have been capable of production, rather than the Lahee well classification system used by regulatory authorities and technical personnel.  It is also important to understand that there is generally a deeming outcome for zones shallower than the productive horizon in the other well, where the 2007 CAPL Operating Procedure has been modified so that the existing well is only taken into account insofar as the zones capable of production in the existing well will be penetrated in the new well.  As the criteria relating to the prior well have changed somewhat over the evolution of the CAPL Operating Procedure, the classification criteria of the applicable CAPL Operating Procedure should be reviewed.

· Exploratory Well

· Title Preserving Well
Although the 1974 & 1981 CAPL Operating Procedures do not use the Title Preserving Well and Subsequent Title Preserving Well classifications, similar concepts are in those documents.

· Subsequent Title Preserving Well

A proposed well could have a divided status as follows: 

· a portion of the well could be development and a deeper portion of the well could be exploratory; or

· a portion of the well could be development and a deeper portion of the well could be title forfeiture; or

· a portion of the well could be exploratory and a deeper portion of the well could be title forfeiture.

For a divided status well, the applicable classification must be described for each portion of the proposed well, e.g. Development Well to base Cardium and Exploratory Well below base Cardium to total depth.

See Clause 1005 of the applicable CAPL Operating Procedure for additional information on this requirement. For dual use wells permitted by the 2007 CAPL Operating Procedure, see Clause 10.06 of that document.



	8.
	Penalty for Non-Participation:


	The following penalty descriptions are for the most common types of operations served under notice.  Users should work from the sample that most closely describes their particular Proposed Operation and need to confirm that none of the special election processes contemplated in Subclause 10.07B or 10.08B of the 2007 CAPL Operating Procedure apply to a Non-Participating Party in an existing well.
· For the drilling of a new well or for the drilling and completion of a new well:  

Cost recovery out of production of ____% of the drilling costs and completion costs of the Proposed Operation and the recovery of other associated well costs in accordance with Clause 1007 of the Operating Procedure. 

In addition to the cost recovery of the drilling and completion costs, Clause 1007 includes the cost recovery of other associated well costs such as lessor royalty, gross overriding royalty and any other encumbrances borne by the joint account, operating costs and equipping costs.

If a party does not participate in a drilling operation, the payout account for this party would include the drilling costs and the completion costs and all other associated well costs.  If a party participates in the drilling operation but elects not to participate in the completion operation, the payout account would not include the drilling costs but would include the completion costs and other associated well costs.

· For the completion of an existing well: 
Cost recovery out of production of ____% of the completion costs of the Proposed Operation and the recovery of other associated well costs in accordance with Clauses 1007 and 1008 of the Operating Procedure. 

In addition to the cost recovery of the completion costs, Clause 1007 includes the cost recovery of other associated well costs such as lessor royalty, gross overriding royalty and any other encumbrances borne by the joint account, operating costs and equipping costs.
The effect of Clause 1008 of the CAPL Operating Procedure is that it applies the Clause 1007 process to the incremental costs not being incurred for the joint account. These would be added into the existing cost recovery relative to parties that did not initially participate in the Proposed Operation. A completion operation can be subject to title forfeiture penalty provisions under the 1990 and 2007 CAPL Operating Procedures, but Clause 1010 only applies to new wells drilled under the 1974 and 1981 CAPL Operating Procedures.

· For other drilling (i.e. deepening, whipstocking or side tracking) and completion (i.e. re-completion or reworking) operations on an existing well: 
Cost recovery out of production of ____% of the incremental drilling and completion costs of the Proposed Operation and the recovery of other associated well costs in accordance with Clauses 1007 and 1008 of the Operating Procedure. 

In addition to the cost recovery of the incremental drilling and completion costs, Clause 1007 includes the cost recovery of other associated well costs such as lessor royalty, gross overriding royalty and any other encumbrances borne by the joint account, operating costs and equipping costs.
The effect of Clause 1008 of the CAPL Operating Procedure is that it applies the Clause 1007 process to the incremental costs not being incurred for the joint account. These would be added into the existing cost recovery relative to parties that did not initially participate in the Proposed Operation. A completion operation can be subject to title forfeiture penalty provisions under the 1990 and 2007 CAPL Operating Procedures, but Clause 1010 only applies to new wells drilled in the 1974 and 1981 CAPL Operating Procedures.

For a divided status well, the applicable penalty must be described for each portion of the Proposed Operation, e.g. 300% of the drilling and completion costs to base Cardium and 500% of the drilling and completion costs below base Cardium to total depth and the recovery of other associated well costs in accordance with Clause 1007 of the CAPL Operating Procedure.

If the penalty for non-participation in the Proposed Operation is regarded by the proposing party to be subject to the Clause 1010 title forfeiture provisions, the description of the preserved lands subject to title forfeiture should include the areal and stratigraphic rights.  A detailed description of the preserved lands is particularly important if there is a divided status well or if more than one title document is affected e.g. preserved lands means Twp 59-8 W6M: Sections 2, 3 below base Dunvegan formation held under P&NG Lease #789 and Twp 59-8 W6M: Sections 4, 5 below base Cadotte formation held under P&NG Lease #222.  

All the preserved lands must be subject to the same agreement as the lands on which the Proposed Operation is contemplated since the title preserving well must be drilled under this Agreement and the lands subject to title forfeiture pertain only to lands that are “joint lands” under the CAPL Operating Procedure. By its own terms, the CAPL Operating Procedure does not apply to another agreement governing adjacent lands, even if the agreement is with the same parties having identical working interests thereunder. Parties for which this is of concern would need to address that concern through negotiations at the time.

A receiving party may disagree with the description of the preserved land; however, this disagreement does not affect the validity of the proposing party’s Notice.  Ideally the parties should resolve this issue prior to the expiry of the Notice response period; however, provisions exist in Clause 1010 of the 1990 and 2007 CAPL Operating Procedures for the matter to be referred to arbitration within a prescribed time after the date at which the preserved lands otherwise would have been forfeited (45 days in the 1990 and 2007 CAPL Operating Procedures).  For Alberta Crown Lands, one way to address this issue is to submit an advance ruling continuation application in order to determine which lands would be continued by the Crown based on the existing information available before the Proposed Operation is conducted.
· For the equipping of a completed well: 

For use in the 1990 and 2007 CAPL Operating Procedures:

Cost recovery out of production of associated costs in accordance with Clauses 1007 and 1008 of the Operating Procedure including ___% of the equipping costs. 

In addition to the cost recovery of the equipping costs, Clause 1007 includes the cost recovery of other associated well costs such as lessor royalty, gross overriding royalty and any other encumbrances borne by the joint account and operating costs.

If a party participates in the drilling and completion operations but elects not to participate in the equipping operation, the payout account would not include the drilling and completion costs but would include the equipping costs and other associated well costs.

Under the 1974 CAPL Operating Procedure, an independent operation to equip was not contemplated.

Under the 1981 CAPL Operating Procedure, the penalty for equipping costs is 100% and the cost recovery of an interest penalty on the equipping costs.
Under the 1990 & 2007 CAPL Operating Procedures, the penalty for equipping costs is 200%.

The effect of Clause 1008 of the CAPL Operating Procedure is that it applies the Clause 1007 process to the incremental costs not being incurred for the joint account. These would be added into the existing cost recovery relative to parties that did not initially participate in the Proposed Operation.

· For the installation of a production facility contemplated under the 1990 or 2007 CAPL Operating Procedures: 

Cost recovery out of production of 200% of the costs of the Proposed Operation and the recovery of other associated costs of the production facility in accordance with Clause ___ (1021 if 1990 CAPL or 10.13 if 2007 CAPL) of the Operating Procedure. 

The general effect of this Clause is that it applies the Clause 1007 process to the incremental production facility costs. These would be added into the existing cost recovery for parties that are already in penalty for the applicable wells.

· For the expansion of a production facility contemplated under the 1990 or 2007 CAPL Operating Procedures: 

Cost recovery out of production of _____% (200% in 1990 CAPL and 150% in 2007 CAPL) of the costs of the expansion of the production facility and the recovery of other associated costs in accordance with Clauses ___ (1021 and 1022 if 1990 CAPL or 10.13 and 10.14 if 2007 CAPL) of the Operating Procedure. 

The general effect of this Clause is that it applies the Clause 1007 process to the incremental production facility costs. These would be added into the existing cost recovery for parties that are already in penalty for the applicable wells.



	9.
	Response Period
	Subject to any deferral right granted by Clause 1002 of the Operating Procedure, the response period to the Notice is  ___.

· 30 days (typical response period)

· 15 days (Crown sale exception)

· 48 hours (rig on site exception)

· 7 Business Days (rig on site for Subclause 10.06C of the 2007 CAPL Operating Procedure - import of outside well for operations exclusively in the joint lands)

The proposing party should identify the basis for its conclusion if it is purporting to use the 15 day, 48 hour or 7 Business Day response period. This is a requirement in the 2007 CAPL Operating Procedure, but it is a better practice to provide this information. Proposing and receiving parties should review Clause 1002 of the applicable CAPL Operating Procedure to determine if there are any deviations from the typical 30 day response period. 

Subclause 103(c) of the 1990 CAPL and Paragraph 1.02A(k) of the 2007 CAPL include processes that identify how references to days are counted when calculating the response periods under those documents. There is no comparable provision in the 1974 and 1981 CAPL documents.




A proposing party may wish to insert one of the following paragraphs for a Proposed Operation served under the 1990 or 2007 CAPL Operating Procedures as these documents contemplate that a proposing party which does not limit its participation in the Proposed Operation is deemed to have elected to accept all available participating interests.  A proposing party, which does not specifically limit its participation under the Notice and which intends to withdraw the Notice if one or more of the receiving parties elects not to participate in the Proposed Operation, should withdraw such Notice very shortly after the response period lapses so that the receiving parties are not damaged by reliance that the Proposed Operation will proceed.  

· We, the proposing party, are prepared to assume our proportionate share of all available participating interests in the Proposed Operation.

· We, the proposing party, are prepared to participate in the Proposed Operation for our proportionate share of all available participating interests in the Proposed Operation up to a total participating interest of ___%.

· We, the proposing party, are prepared to participate in the Proposed Operation only to the extent of our __ % working interest.

For a Notice pertaining to the installation of a production facility, Clause 1021 of the 1990 CAPL Operating Procedure contemplates that there are three available elections for the receiving party: participation; non- participation subject to a production penalty; or non-participation and take the product in kind before the inlet of the applicable production penalty.  The Clause then provides that a fee will be imposed on the same basis as under Clause 1404 if a non-participating party that elected to take in kind then fails to do so. The logistics of managing the product stream are such that taking in kind will often not be a feasible alternative. In such circumstances, the proposing party may find it attractive to offer a fee option to the receiving parties. The fee option has been added to Clause 10.13 of the 2007 CAPL Operating Procedure because of the logistical challenges in effecting a take in kind election for a gas product stream.

In addition to the options of participation or penalty provided in the Proposed Operation, you have a third election whereby you may elect to take in kind your share of production prior to the production facility inlet. If you fail to take in kind after electing to do so (i.e., flow split your share of production to an alternate facility) and we handle your product using the facility, you will be charged a usage fee in accordance with Clause 1404.

Given the logistics of taking your share of production in kind prior to the production facility inlet, we are prepared to offer you an additional option, which is to elect to pay a fee to utilize the production facility proposed in this Proposed Operation in lieu of the elections prescribed by the Operating Procedure.  The production facility fee we propose for non-participating parties will be comprised of an estimated capital fee of $____/e3m3, that will be adjusted to actual costs upon closure of the AFE and which is subject to change based on future capital additions or removal of equipment, plus a variable operating fee based on throughput, such fee having been calculated using the PJVA JP-05 formula. Since the alternative of offering a production facility fee to the non-participating party is outside the provisions of Article X of the 1990 CAPL Operating Procedure, the actual description of the fee is at the proposing party’s discretion and cannot be specifically prescribed for all Notices pertaining to the installation of a production facility.  Clause 10.13 of the 2007 CAPL Operating Procedure includes the election to pay a fee for use of a Production Facility proposed as an Independent Operation.  While the Proposing Party is free to include its proposed fee in the Operation Notice, it is important for it to understand that it does not have the unilateral right to dictate the fee.  The fee is determined on the same basis as under Clause 14.04 of the document, such that a Receiving Party that regards the proposed fee as unreasonable is free to use the arbitration provisions of the Dispute Resolution Article for a final determination of the fee.  Notwithstanding the different requirements in the 1990 and 2007 CAPL Operating Procedure, a Proposing Party may choose to include additional detail about some of the data fields for the Jumping Pound formula to provide additional context for its proposal, but we chose not to add that level of detail for the template.
Pursuant to this Notice, each receiving party has the right to elect within the response period prescribed above, to participate in the Proposed Operation. If you do not respond within the aforementioned timeframe or respond negatively, the consequences of non-participation described herein will apply to your interests, subject in all respects to the terms of the Operating Procedure.  Non-participation does not necessarily result in the application of the penalty, as the penalties are typically success based. In addition, the election opportunities for production facilities allow a party to avoid the penalty by taking in kind.

Please respond to this Notice by indicating your election below and signing and returning one copy of this Notice letter to the attention of the undersigned by mail or courier. The proposing party may choose not to include the check boxes below in the Notice and likewise a receiving party may choose to respond to the Notice in its own cover letter.  Many parties utilize the check boxes in their Notices and responses because the various elections are clearly identified and are easy to use, especially if there is more than one receiving party.   If you are responding affirmatively to this Notice, please also sign and return one copy of the enclosed AFE and a copy of your well information requirement sheet. An affirmative response to a Notice without providing an approved AFE is a valid response to participate in the Proposed Operation although most accounting departments have a strong preference to obtain an AFE approved by the receiving party.  A well requirement sheet is required for drilling and completion operations.  Notwithstanding an affirmative election to participate in the Proposed Operation, your participation is subject to your election rights under Article IX or 9.00, as applicable, of the Operating Procedure. The last sentence of this paragraph only applies to the drilling of a new well in which the scope of such Proposed Operation allows for a separate casing point election. This sentence may not pertain to a Proposed Operation for the drilling of a horizontal well or the drilling of a well which will have an open hole completion since a separate casing point election does not apply to such operations.
We accept that a response to this Notice delivered to our address for service under the Agreement or to the attention of the undersigned satisfies the notice requirements of the Agreement for the purpose of this Notice.

In the event that one or more of the receiving parties elects not to participate in the Proposed Operation, the proposing party will advise all the receiving parties of the revised participating interests.  A revised AFE may be circulated to the participating parties for informational purposes. The participating interests of the parties in the Proposed Operation are created by each of the party’s elections to the Notice. Any subsequent AFE prepared by the proposing party, which reflects the revised participating interests in the Proposed Operation, is for information purposes only even though many companies request that the participating parties approve the revised AFE.

Inquiries regarding this Notice should be directed to (Name of proposing party Contact and Title) at (403) ____.

Yours truly,

Proposing Party Company Name

Name of Contact

Title

	Receiving Party Company Name:________________________________


	Participation Election: 

(Select only one of the Participation options if participating in the Proposed Operation)

If the proposed well has a divided status, a receiving party may elect to participate in the shallower/Development portion of the proposed well only or in the entire proposed well. See Clause 1005 of the applicable CAPL Operating Procedure for additional information on this requirement. For dual use wells permitted by the 2007 CAPL Operating Procedure, see Clause 10.06 of that document.



	__
	Elects to participate in the Proposed Operation only to the extent of its current working interest of ___%. 



	__
	Elects to participate in the Proposed Operation and to pick up its proportionate share of all available interest.



	__
	For 1990 and 2007 CAPL Operating Procedures only: 

Elects to participate in the Proposed Operation to the extent of its current working interest and to pick up its proportionate share of available interest up to a maximum total participating interest of ____%.   

This mechanism is not included in the 1974 & 1981 CAPL Operating Procedures, however, Clause 1015 of these documents allows for participating parties to increase their interest after the response period or after the responses have been received by the proposing party and an unassumed interest exists.



	Operator Election: For 1974, 1981 and 2007 CAPL Operating Procedures and any 1990 document for which Clause 1004 has been modified to a 1981 type provision.:

In addition to our election to participate in the Proposed Operation above, we: 

Use only if Operator is not the proposing party and the Operator has the right to take over the Proposed Operation under the 1974, 1981 and 2007 CAPL Operating Procedures (Alternate 10.04A(b) election which provides the Operator with a take over right.) and under the 1990 CAPL Operating Procedure if Clause 1004 was amended to be a 1004 type Clause from the 1981 CAPL Operating Procedure. The 1974 and 1981 CAPL Operating Procedure provisions were structured so that the Operator automatically became the Operator if it was a participating party.



	__
	Elect to takeover as Operator of the Proposed Operation.


	

	__
	Waive our right to become Operator of the Proposed Operation.


	

	Non–Participation Election:

(Select only one of the Non-Participation options if not participating in the Proposed Operation) Only insert this instruction if the receiving party has more than one non-participation right. Multiple non-participation rights exist for a Proposed Operation that relates to a production facilities operation.



	__
	Elects not to participate in the Proposed Operation, subject to the consequences for non-participation prescribed by the Agreement, as identified herein.



	__
	For the construction or installation of a production facility under the 1990 and 2007 CAPL Operating Procedures and equipping under the 2007 CAPL Operating Procedure, add the following election:
Elects not to participate in the Proposed Operation, but to take in kind our share of petroleum substances that would otherwise utilize the production facility/equipping.

This option to take in kind does not apply to an expansion of a production facility.


	__
	For construction or installation of a production facility under the 2007 CAPL Operating Procedure add the following election and under the 1990 CAPL Operating Procedure this election would be optional:

Elects not to participate in the Proposed Operation, but to take in kind our share of petroleum substances, and pay the Facility Fee comprised of a capital fee of $____/e3m3, that will be adjusted to actual costs upon closure of the AFE and which is subject to change based on future capital additions or removal of equipment, plus a variable operating fee based on throughput as set out herein to utilize the production facility.

This option to pay a Facility Fee does not apply to an expansion of a production facility.



	
	Per:_____________________________________ 

Print Name:_______________________________

Title:____________________________________

Date: ___________________________________


CC: Company Name, Attention: Add name of receiving party landman

A Notice should be addressed and sent to the receiving party’s official address for service as provided for in the CAPL Operating Procedure.  An original Notice sent to the area landman instead of that party's address for service potentially places the proposing party at risk if there are any problems in the handling of the Notice by the receiving party.  A Notice sent directly to the area landman or other contact at the receiving party is a courtesy or informational copy of the Notice only.

It is the better practice to send a copy of the response to the other receiving parties.  This allows them to understand the likely cost allocation earlier in the process.
Since the template and examples are intended to be used for Notices served under the range of various CAPL Operating Procedure documents, some terms may need to be capitalized.  For the 2007 CAPL Operating Procedure the following terms should be capitalized, “Non-Participating Party”, “Participating Party”, “Production Facility”, “Proposing Party”, “Receiving Party”.






August 8, 2007
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August 8, 2007


