
This is a template for the following, note that the options are in BOLD RED:

JOINT OPERATING AGREEMENT

Area Name, Province

THIS AGREEMENT dated _________________, 2012,

BETWEEN / AMONG: 

COMPANY ONE, a body corporate, having an office in the City of Calgary, in the Province of Alberta (hereinafter called "COMPANY ONE");

and

COMPANY TWO, an Alberta General partnership, having an office in the City of Calgary, in the Province of Alberta (hereinafter called “COMPANY TWO”);

and

COMPANY THREE (etc.), an individual, having a residence in the City of Calgary, in the Province of Alberta (hereinafter called “COMPANY THREE”);
1. Background

The parties are the holders of certain interests in the Joint Lands.  This Agreement provides for the operation and maintenance of the Title Documents and the Joint Lands from the Effective Date.  The parties enter into this Agreement in consideration of mutual covenants and other good and valuable consideration, which the parties acknowledge.
2. Definitions
a.
“Assignment Procedure” means the 1993 CAPL Assignment Procedure (incorporated by reference).

b. 
“Encumbrances” means those royalties, overriding royalties, production payments, net profits interests or other charges of a similar nature (other than the lessor royalty accruing under the Title Documents), if any, that apply against the Joint Lands or the production or proceeds of production of Petroleum Substances therefrom, as described as “Encumbrances” (or by a similar reference) in Schedule “A”.
c.
“Operating Procedure" means the standard form 1990 CAPL Operating Procedure, together with the standard form 1996 PASC Accounting Procedure, the elections and amendments of which are attached as Schedule “B”, which documents become effective in the manner and time provided herein.

Clause 101 definitions in the Operating Procedure also apply to this Agreement unless otherwise defined in this Agreement, except that “joint lands”, “title documents” and “working interest” are referred to as “Joint Lands”, “Title Documents” and “Working Interest” respectively, and are described in Schedule “A”.

3. Schedules

The following Schedules are attached hereto and incorporated into this Agreement:
a. Schedule “A”, which describes the Joint Lands, Title Documents, Encumbrances and Working Interests as of the Effective Date; and
b. Schedule “B” which is a list of elections and amendments to the Operating Procedure.
Subject to the elections and amendments identified in Schedule “B”, the standard form documents contemplated in the definition of Operating Procedure are incorporated by reference into this Agreement.
4. Title
a. No party warrants title to its Working Interest in the Joint Lands.  Each party confirms that:
(i) it has complied with the terms of the Title Documents to the extent necessary to keep them in full force and effect; and 
(ii) it has the authority to enter into this Agreement; and
(iii) as of the Effective Date, it has not received any notice of default related to the Title Documents which makes them subject to forfeiture.

b. No party will do, or cause to be done, anything to encumber the Joint Lands which

(i) Adversely and materially affects the Working Interest of any other party; or

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

5. Effective Date

This Agreement is effective on the date indicated in Schedule “A” (“Effective Date”).  This Agreement will in all respects be interpreted as if executed and delivered by the Parties on that date.

6. Encumbrances 

a. Each party acknowledges that its Working Interest is not encumbered with any burdens except those described in Schedule “A” (“Encumbrances”) and the lessor’s royalty applicable to the Title Documents.
b. If the interest of any party in the Joint Lands is now or hereafter shall become encumbered by any security interest or by any royalty, overriding royalty, production payment or other charge of a similar nature (“Additional Encumbrance”), other than the lessor royalty under the Title Documents and other Encumbrances specifically set forth in Schedule “A”, then such Additional Encumbrance shall be charged to and paid entirely by the party whose interest is or thus becomes encumbered.  
7. Operator
Subject to the provisions of the Operating Procedure, the Party identified as Operator in Schedule “A” (“Operator”), accepts the appointment of initial Operator and agrees to assume, as of the Effective Date, the duties, obligations and rights of the Operator under the Operating Procedure.
8. Operating Procedure
The Operating Procedure as amended by this Agreement: 

a.
governs the relationship of the parties as to their respective Working Interest; and

b. applies to all operations conducted on the Joint Lands in respect of the exploration, operation and development and for the production of petroleum substances.
9. Working Interest

Schedule “A” indicates each party’s Working Interest in the Title Documents and the Joint Lands subject to this Agreement.  Except as otherwise provided in the Operating Procedure, as of the Effective Date the parties shall bear all costs, risks, liabilities and expenses incurred under this Agreement and shall own the Joint Lands, the petroleum substances produced, the Title Documents, any wells thereon and information obtained, any equipment pertaining thereto and all property acquired for the joint account in accordance with the Working Interest.
10. Goods and Services Tax
a. The parties hereby elect pursuant to Subsection 273(1) of the Excise Tax Act to have the                Operator carry out all Goods and Services Tax (“GST”) compliance responsibilities and to be responsible for collecting, paying, reporting, remitting or claiming a refund for the accumulated GST transactions for all property and services supplied, acquired or imported by the Operator on behalf of the joint account in respect of the Joint Lands.
b. In the event a party takes production in kind as provided for under Clause 601 of the Operating Procedure, such party shall be responsible for carrying out all GST compliance obligations.
c. In executing this Agreement, each and every party hereby authorizes the Operator, on its behalf, to make an election or elections jointly with the Operator under Subsection 273(1) of the Excise Tax Act.  The parties hereby agree to be bound by that election, when made, for the duration of this Agreement.

d. Notwithstanding the foregoing, the Operator shall not be held individually liable for the collection and remittance of the GST, but the joint operators shall be liable jointly and severally for the GST.

11. Environmental Impact
a.
The parties agree that, for the purposes of Clause 2901 of the Operating Procedure, the phrase “all wells on the joint lands have been abandoned” shall be deemed to include the requirement for remediation of any environmental damage or problems arising due to operations of any nature whatsoever carried out under this Agreement, with such remediation occurring to the standard required by the Regulations and by good industry practice.  
b.
Where any environmental problem occurs as a result of operation(s) carried out under this Agreement or the Operating Procedure, the party or parties, to the extent of its participating interest share in such operation creating the environmental problem, will rectify the problem and will be solely responsible for all costs and liability, not withstanding that wells may have been abandoned and the Joint Lands surrendered or expired.

c.
Subject to Article IV of the Operating Procedure, where any such environmental damage or problem arises after termination of this Agreement, the parties shall remain liable for remedial costs and expenses so incurred in accordance with their respective participating interest in such operations and each party shall indemnify the other parties with respect to the indemnifying party’s share thereof.  This clause shall survive termination of this Agreement.

12. Limitations Act
The two-year period for seeking a remedial order under section 3(1)(a) of the Limitations Act, R.S.A. 2000 c.L-12, as amended (“the Act”), for any claim (as defined in the Act) arising in connection with this Agreement is extended to:

a.
For claims disclosed by an audit, two (2) years after expiry of the time this Agreement permitted that audit to be performed; or 

b.
For all other claims, four (4) years.
13. Well Insurance   
a.
During the drilling and completion operations on any well drilled for the recovery of petroleum substances from the Joint Lands, each party shall in addition to the insurance provisions of the Operating Procedure, independently carry control of well insurance with a limit of liability of at least ten million ($10,000,000.00) Canadian dollars.  
b. 
Each party shall, upon request, furnish evidence of the following required coverage: control of well, underground blowout; cost of re-drilling/extra expense; seepage, pollution and clean up; deliberate well firing; care custody and control; and evacuation coverage.

14. Assignment

All assignments shall be in accordance with the Assignment Procedure which supersedes any conflicting clause in the Operating Procedure.  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 that had arisen or accrued prior to the Transfer Date (as defined in the Assignment Procedure).
15. Miscellaneous
a. This Agreement will terminate according to the provisions in the Operating Procedure.
b. This is the entire agreement between or among the parties relating to the Joint Lands and the Title Documents.
c. This Agreement shall be subject to and interpreted, construed and enforced in accordance with the laws in effect in the Province of Alberta.  Each party accepts the jurisdiction of the courts of the Province of Alberta and all courts of appeal therefrom.
d. The parties shall from time to time and all times do all such further acts and execute and deliver all such further deeds and documents as shall be reasonably required in order fully to perform and carry out the terms of this Agreement. 
e. This Agreement will supersede all previous agreements, whether in writing or verbal understanding, by the parties relating to the Joint Lands and the Title Documents.
f. This Agreement may be executed in counterpart.  All executed counterparts together will constitute one agreement.
The parties have executed this Agreement as of the date first above written.
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SCHEDULE “B”

Attached and made a part of a Joint Operating Agreement dated ________ between/among COMPANY ONE, COMPANY TWO and COMPANY THREE

Note:  Use the most current election sheet!!!
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