
JOINT OPERATING AGREEMENT - INTRODUCTION
-- FOR REFERENCE USE ONLY -- 

Joint Operating Agreement Definition 

The Joint Operating Agreement (JOA) governs the relationship between parties having working interests in the same parcel of land (“joint lands”) and to provide an agreement for the exploration, development and operation of the joint lands. (This is normally the first agreement the parties will enter into to).

What is a JOA? - A JOA is created when two or more parties acquire a parcel of land at a provincial Crown land sale or from a freehold mineral owner by virtue of a mineral lease or by virtue of area of mutual interest lands. JOA’s can also be used for the administration of complicated deals, resulting in an unclear chain-of-title with different parties, working interests and encumbrances (royalties) involving different parcels of land.

The JOA document consists of: 

- The main body of the agreement (“Head Agreement”) identifies the:

 1.
Date of Agreement


2.
Identification of the Parties

3.
Statement of the intent of the Agreement

4.
Definitions not already identified in the CAPL Operating Procedure 

 
or if the definitions differ from the CAPL Operating Procedure 

5.
Effective date of the Agreement

6.
Identification of the Operator

7.
Terms of the Agreement

8.
Statement of each party’s working interest

9.
If being used, a description of land within the Area of Mutual Interest (AMI) and the date the AMI commences and terminates, and the interest under the AMI lands.

10.  Signatory area for all parties to execute the Agreement

- Schedules are attachments to the Head Agreement and there can be any number of schedules including the following: 
Schedule “A” - normally outlines the Title Documents, Lands and Rights as well as any Encumbrances relating to the joint lands. 

Schedule “B” has the Canadian Association of Petroleum Landmen (CAPL) Operating Procedure as well as the Petroleum Accountants Society of Canada (PASC) Accounting Procedure (attached either as the full document or simply as an election rate sheet). 

Schedule “C” can include the 1993 CAPL Assignment Procedure document or is simply incorporated as part of the JOA by reference in the body of the Head Agreement. 

Other Schedules can be attached as well, such as maps, well requirement sheet, etc.

The CAPL Operating Procedure specifically governs the appointment and replacement of operator, lists the functions and duties of the operator as well as those of the remaining partners, sharing of costs and expenses, ownership and disposition of production, independent operations, surrender and other miscellaneous items such as litigation, force majeure, notices and transfers of interest.  

The PASC Accounting Procedure sets out governing overhead rates, audit procedures and general accounting requirements.

NOTE:  HISTORICAL JOINT OPERATING AGREEMENTS
Be aware that many older agreements that were drafted before the CAPL or PASC Procedure documents came into existence; therefore, the body of the agreement would incorporate a majority of the clauses found under the CAPL or PASC Procedures.  The omission of these Procedures made for lengthy agreements allowing for varied interpretations due to the lack of “standard” agreed-upon terms and wording.  The current day operating agreement typically does not need to be a lengthy and complicated document.  

ADDITIONAL INFORMATION FOR FUTURE REFERENCE:

1. TERMS

It is imperative that a contract landman / administrator accurately and correctly document the fundamental key negotiated terms, details and obligations into the agreement.  If these items and issues are not properly addressed, it opens the door for dispute(s) and quite possibly, a lawsuit between the parties.  To avoid this, be careful and proceed with caution!!!  
2. BETWEEN -
Use this word only if there are only two parties to the Agreement.

AMONG -
Use this word only if there is more than two parties to the Agreement.

Note: There is no distinction between the two, however, among is more commonly used if there are more than two parties signing the Agreement.

3. PARTY TO THE AGREEMENT Samples:
COMPANY ONE, a body corporate, having an office in the City of Calgary, in the Province of Alberta (hereinafter referred to as “COMPANY ONE”)

COMPANY TWO, a general partnership, having an office in the City of Calgary, in the Province of Alberta (hereinafter referred to as “COMPANY TWO”)

COMPANY THREE, an individual, having a residence in the City of Calgary, in the Province of Alberta (hereinafter referred to as “COMPANY THREE”)

Note* When preparing a JOA be aware of other companies that may comprise of a partnership such as CNRL and Penn West and identify them as partnerships not as a body corporate.

4. DEFINITIONS:
Title Document(s) - Watch this definition.  Use Title Document throughout the Agreement if there is only one land title.

Use Title Documents if there is more than one land title to the Agreement.

Participating Interest - This definition refers to a parties percentage of participation and may refer to or make references to facilities or a well or wells drilled on the lands.

Working Interest - This definition refers to a parties undivided interest in lands / title documents.

5. Miscellaneous Clauses:

Land Sale - If the JOA is for the joint operation of lands bought by companies at a land sale then this clause needs to be added as one of the recitals:

“WHEREAS the parties jointly purchased Petroleum and Natural Gas Lease 0698050223 or Petroleum and Natural Gas Licence 5394010005  (both numbers must be 10 characters) at the January 1, 2012 (date) Alberta Petroleum and Natural Gas Rights Sale.”

Rentals and Taxes - This Clause is not needed if the Operator is the Addressee for Services as it is covered under Clause 3.09 of the Operating Procedure.  (In Pooling Agreements this Clause is usually required).

Allocation of Incentives or Grouping Rights - This Clause is not needed as it is covered under Clause 1701 in the Operating Procedure.

Limitations Act - Because this Act will limit claims under contracts to two (2) years which is not considered by most companies to be enough time to settle claims that may arise, eg. royalty payments; therefore, it is included to increase the time period to four (4) years.

Counterpart Execution - Only use this Clause if there are more than two parties and the parties have agreed to counterpart execution.  If there are only two parties to the Agreement, then this Clause is not needed.

Further Assurances - Use this Clause only if a well has been drilled on the lands.  This Clause is not needed if lands are jointly bought, as this is identified in the Operating Procedure.

NOTE: Ensure you get the document executed ASAP. There are consequences that arise from operating with an unexecuted JOA, not the least of which is legal ramifications plus drafting Assignment Agreements instead of NOA’s for the transfer of interest between companies.  
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