
Independent Operation Notice Production Facility Example 

DELIVERED BY COURIER 




January 31, 2006
	UVW Oil and Gas

987 2th Avenue S.W.

Calgary, Alberta 

T2P 5T5

Attention: Land Manager 
	RST Oil and Gas

966 8th Avenue S.W.

Calgary, Alberta 

T2P 6Y6

Attention: Land Manager 


RE: 
Independent Operation Notice dated January 31, 2006 (the “Notice”)

Wembley 7-5-72-6 W6M Production Facility


Joint Operating Agreement dated September 30, 2003 (the “Agreement”)


Wembley Area, Alberta


Company Name File #: HH878









Pursuant to Article X of the 1990 CAPL Operating Procedure attached to the Agreement (the “Operating Procedure”), CTW Oil and Gas hereby serves notice of its intention to conduct the following operation (the “Proposed Operation”):

	1.
	Nature of Operation:
	Production Facility:  To supply and install a 700 hp compression facility at 7-5-72-6-W6M, to compress gas produced from the jointly owned wells located at 7-5-72-6 W6M, 10-6-72-6 W6M and 3-7-72-6 W6M. The installation of this compressor will ensure that production from these wells is able to meet line pressure in the Wembley Gas Gathering System.  



	2.
	Location: 

	Wembley 7-5-72-6 W6M

	3.
	Anticipated Commencement:


	March 12, 2006

	4.
	Estimated Duration:


	10 days



	5.
	Estimated Cost:


	$ 1.1MM production facility cost.



	6.
	Attached AFE #:


	AFE 56795

	7.
	Penalty for Non-Participation:


	Cost recovery out of production of 200% of the cost of the Proposed Operation and the recovery of other associated costs of the production facility in accordance with Clause 1021 of the Operating Procedure.



	9.
	Response Period
	Subject to any deferral right granted by Clause 1002 of the Operating Procedure, the response period for the Notice is 30 days.



We, the proposing party, are prepared to participate in the Proposed Operation only to the extent of our 50% working interest.

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 $17.66 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.
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.  

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.  If you are responding affirmatively to this Notice, please also sign and return one copy of the enclosed AFE.

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.

Inquiries regarding this Notice should be directed to Joe Gray at (403) 234-9087.

Yours truly,

CTW Oil and Gas

Joe Gray

Area Landman

	Receiving Party Company Name:________________________________


	Participation Election: 

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



	__
	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.



	__
	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 ____%.


	Non–Participation Election:

(Select only one of the Non-participation options if not participating in the Proposed Operation)


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

	__
	Elects not to participate in the Proposed Operation, but to take in kind our share of petroleum substances, and flow split to an alternate production facility.



	__
	Elects not to participate in the Proposed Operation, but to take in kind our share of petroleum substances, and pay the production facility fee comprised of a capital fee of $17.66/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.




CC: 
RST Oil and Gas, Attention; Jane Black, Landman


UVW Oil and Gas, Attention; Jack Green, Landman







August 8, 2007


2.




August 8, 2007


