LEASE SHARING AGREEMENT

THIS AGREEMENT made on the ______ day of July, 2004

BETWEEN:

COMPANY A
(hereinafter called the “Grantor”)








OF THE FIRST PART

- and -

COMPANY B
(hereinafter called the “Grantee”)








OF THE SECOND PART


WHEREAS the Grantor is the holder of a certain surface lease (hereinafter called the “Surface Lease”) and is the operator of the wellsite outlined in red on the attached plan marked Exhibit “A” (enter location here) and more particularly described in Exhibit “B” attached hereto;


AND WHEREAS the Grantee wishes to enter into a Lease Sharing Agreement for use of the Surface Lease to gain access to conduct the following operations:

well name drill/complete/abandon 


NOW THEREFORE THIS AGREEMENT WITNESSES that in consideration of the premises and the covenants and conditions herein contained the parties agree as follows:

1. SURFACE LEASE USAGE

The Grantor hereby grants to the Grantee the non-exclusive right to use the Surface Lease for itself, its employees, agents and contractors, subject to the terms and conditions herein contained.


The Grantee shall use the Surface Lease only for the purposes described herein and shall do so in a lawful, good, safe and efficient manner.


The Grantee agrees to notify the Grantor’s Field Foreman at least 48 hours prior to commencing operations and to keep him informed of operations as he may require.  The Field Foreman is:



___________________________







Phone: (____) _______________


The Grantee understands and agrees that it does not have exclusive right to the use of the Surface Lease and it may be prohibited by the Grantor if, in the Grantor’s sole opinion, the Grantee is not conforming to the terms and conditions hereof.

2. FEES AND BILLING
The Grantor shall initially advance and pay all costs and expenses of operations conducted in relating directly to the Surface Lease and shall invoice the Grantee for 50% of the costs and expenses and the same shall be paid within thirty (30) days after receipt of the statement thereof.  

If any amount due hereunder is not paid when due, in addition to other remedies available to it, the Grantor may charge interest thereon at Prime Rate plus 2% per annum.  For the purpose of this Paragraph the term “Prime Rate” means the rate of interest expressed as percentage per annum used and announced from time to time by the Bank of Canada as a reference rate then in effect for determining interest rates on Canadian commercial loans.

At any time during the term of this Agreement, upon thirty (30) days prior written notice, the Grantor may change the manner of calculating the usage fees or the rates used in such calculation.

3. TERM AND TERMINATION
This Agreement shall be effective on ___________________ _____, 20___ (the “Effective Date”) and shall continue for an initial term of one year and thereafter renewal for successive periods of one year shall be automatic unless either party gives written notice that their company no requires usage of said lease.

The Grantee will assume all environmental responsibilities as it pertains to the operation of the wellsite, including but not limited to abandonment, cleanup of the area utilized for the well, removal of any fencing, equipment and any remediation required after the wellsite is abandoned.

In the event of abandonment of the well (well name) by the Grantor prior to the abandonment of the (well name) well, the Grantor may assign the Surface Lease to the Grantee, and the Grantee shall assume all rights and liabilities associated with the Surface Lease. Should the Grantee choose not to take over the surface lease, the Grantee agrees, (upon serving notice to the Grantor of its intent not to assume the surface lease), to remove its equipment from the leased area and complete all reclamation responsibilities as it pertains to the wellsite within 6 months of the date of the said notice. 

In the event of default by the Grantee in the Payment of any sum hereunder or in the performance of any covenant, promise, or undertaking, the Grantor may give the Grantee written notice of such default and require the Grantee to commence to remedy the default.  If the Grantee fails to remedy such default within thirty (30) days after receipt of such notice the Grantor may by notice in writing to the Grantee, cancel and terminate this Agreement.

In the event of termination no portion of any monies paid hereunder shall be refunded by the Grantor to the Grantee.

4. NOTICES
Notices and invoices to be given under this Agreement shall be in writing and in lieu of delivery by hand, may be mailed by prepaid registered post or electronically transmitted, addressed to the parties as follows:


GRANTOR:

COMPANY A




____________________________________





____________________________________





____________________________________





Attention:  ___________________________


GRANTEE:

COMPANY B




____________________________________





____________________________________





____________________________________





Attention:  ___________________________


Any notice, invoice or other communication shall be deemed to be received by the addressee, if delivered personally, or if electronically transmitted, on the first business day following delivery or transmission and if mailed, on the fourth business day following the day on which it was mailed.

Either party may change its address for notice hereunder by giving notice to the other party and such changed address shall be effective thereafter for all purposes of this agreement.

5.
MAINTENANCE


The Grantee shall notify and obtain consent from the Grantor before performing any report maintenance, improvements, and/or snow removal to the Surface Lease.  The Grantor may limit any repairs, maintenance, improvements, and/or snow removal to any portion of the Wellsite.

In the event of damage to the Surface Lease which, in the sole and reasonable opinion of the Grantor, is caused by the Grantee or any of the Grantee’s employees, agents or contractors, other than ordinary wear and tear, then at the option of the Grantor:

The Grantee at its sole risk, cost and expense shall immediately restore the Surface Lease to its previous condition; or 

The Grantee shall reimburse the Grantor for all direct and indirect costs incurred by the Grantor to restore the Surface Lease to their previous condition within thirty (30) days of the Grantee’s receipt of an invoice thereof.

7. INSURANCE
It shall be the responsibility of the Grantee to maintain and keep in force during the terms of this Agreement for the Benefit of the Grantor the following insurance:

Automobile Liability Insurance – covering all vehicles used on the Surface Lease.  In respect of such vehicles not owned by the Grantee, the Grantee shall maintain and keep in force as aforesaid non-owned automobile liability insurance protecting its liability, including that assumed under this Agreement.  The limits of insurance under this provision shall not be less than:

Bodily Injury (including Passenger Hazard) and Property Damage:

$2,000,000.00 inclusive, any one accident.

Comprehensive General Liability Insurance – covering all operation in connection with this Agreement (other than the operation of automobiles).  The limits of insurance under this provision shall not be less than:

Bodily Injury and Property Damage:

$2,000,000.00 inclusive, any one accident.

8. INDEMNITY
The Grantee shall indemnify the Grantor from and against all actions, suits, claims, costs and demands, loss, damages and expenses which may be brought against or suffered by the Grantor, or which the Grantor may sustain or pay, by reason of the use of the Surface Lease by the Grantee, its servants, agents, employees, contractors or invitees, except direct loss of damage sustained by the Grantor due to the negligence or willful misconduct of the Grantor or its servants, agents, employees, contractors or invitees.

9. MISCELLANEOUS
Notwithstanding anything herein contained:

To the best of Grantor’s knowledge, there are no defects or defaults to the title in regard to the surface lease, however the Grantor does not warrant the validity of its title to the Surface Lease and the Grantee shall not make any claim for compensation for loss or damage which may result on account of any defect in the title, error in description, measurement or otherwise should arise;

The Grantor does not warrant the safety, fitness or operational condition of the Surface Lease.

The Grantee shall not have the right to assign its rights or obligations under this Agreement without the Grantor’s written consent which shall not be unreasonably withheld.

This Agreement shall be construed in accordance with the laws of the Province of Alberta.

This Agreement shall enure to the benefit of and be binding upon the parties hereto and their respective successors and permitted assigns.

No amendment to this Agreement shall be valid unless it is in writing, signed by the parties hereto.

10. ARBITRATION


If the amount for compensation for damages, and/or above ground structures payable cannot be agreed upon by the Grantor and the Grantee, the matter at issue shall be determined by three disinterested arbitrators, and the decision of any two of such three arbitrators shall be final and conclusive; PROVIDED THAT in all other respects the provision of the arbitration legislation then in force in the Province of Alberta shall apply to each submission. In any event, the responsibility for the arbitration costs shall be determined by the appointed arbitrators.

IN WITNESS whereof the parties have executed this Agreement as of the day and year first above written.

COMPANY A
COMPANY B
EXHIBIT “A” attached to and forming part of the Lease Sharing Agreement dated the ____ day of ____________________, 20___, between COMPANY A (the “Grantor”) and COMPANY B. (the “Grantee”).
See Attached “Exhibit A” Survey Plan (well name) Directionally Drilled From a Surface Location of _____________________.

EXHIBIT “B” attached to and forming part of the Lease Sharing Agreement dated the ____ day of ____________________, 20____, between COMPANY A (the “Grantor”) and COMPANY B. (the “Grantee”).
Company B File  


Description
___________
Surface Lease, dated ___________, _____


(well name) Wellsite and Access Road

Current Lessor: ______________________

___________________________________

___________________________________

___________________________________

Current Rental: $____________

