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EB-2011-0087

IN THE MATTER OF the Ontario Energy Board Act, 1998, S.O.
1998, c. 15 (Schedule B);

AND IN THE MATTER OF an application by Marie Snopko,
Wayne McMurphy, Lyle Knight and Eldon Knight under section
19 of the Ontario Energy Board Act, 1998, S.0. 1998, for an Order
of the Board determining that the contracts, filed with the
Application, between the Applicants and Union Gas Limited /Ram
Petroleums Limited have been terminated;

AND IN THE MATTER OF an application by Marie Snopko,
Wayne McMurphy, Lyle Knight and Eldon Knight under section
38(2) of the Ontario Energy Board Act, 1998, S.0. 1998, for an
Order of the Board determining the quantum of compensation the
Applicants are entitled to have received from Union Gas Limited
and Ram Petroleums Limited.

RESPONSE TO NOTICE OF MOTION
(Re: Union Gas Limited’s Notice of Motion dated June 22, 2011)

INTRODUCTION

1. In the Application dated March 16, 2011, the Applicants request an Order from the
Board, pursuant to section 19 of the Ontario Energy Board Act, declaring that all
contracts between the Applicants and the Respondents have been terminated and the

Respondents must immediately surrender all interest in the Applicants’ land.

2. Subject to paragraph 1 above, the Applicants also seek damages and/or compensation
from the Respondents, Union and Ram, pursuant to section 38(2) of the Ontario Energy
Board Act. Specifically, the Applicants seek compensation for a misrepresentation made
by Ram, negligence, breach of contract, nuisance, unjust enrichment by Ram and Union
and for Union continuing to store gas in the Applicants’ property without their consent or

a contract. The Applicants also seek damages from Ram for trespass to their respective



properties. The Applicants seek compensation from Union and Ram severally in the
amount of $3,500,000.00, or an amount to be determined by the Ontario Energy Board at

the hearing.

3. The Moving Party, Union Gas Limited (“Union”), now brings a motion to the Ontario
Energy Board (the “Board”) for summary judgement dismissing certain issues of this

application.

4. The Applicants dispute the relief sought and each and every one of the grounds submitted
by Union with respect to this motion. It is the Applicants position that all issues of the
Application should be heard before the Board and the motion should be dismissed with

costs.
SUMMARY OF PROCEEDINGS

5. In 2004, the Applicants Marie Snopko and Wayne McMurphy (by way of his father Colin
McMurphy, now deceased) were part of a group of approximately 160 landowners who
brought an Application to the Board secking “just and equitable compensation” from the
Respondents of this Application, pursuant to section 38 of the Ontario Energy Board Act
(the “Act”). That Application essentially covered the same issues and requested remedies
as the current Application of this matter, insofar as compensation is owed to the

Applicants.

6. At that time, Union argued that the Applicants did not have standing to apply to the
Board for compensation because of the existence of prior agreements between the parties
(except Union admitted that Marie Snopko had standing with respect to wellheads).
Union took the position that the Board had no jurisdiction in the matter because of the

existence of such agreements.



10.

11.

The Board agreed with Union and found that the Applicants of this matter did not have
standing to receive compensation pursuant to section 38 of the Act (however, the Board

found that Marie Snopko had standing with respect to wellheads and roadways).

Following the Board’s determination that they lacked jurisdiction, the Applicants of this
matter turned to the Ontario Superior Court of Justice for a remedy — and issued a

Statement of Claim against the Respondents dated January 29, 2008.

On December 17, 2008. Union brought a motion for summary judgment in that case,
arguing at that time that the Superior Court of Justice had no jurisdiction over the matter
and, rather, the Board had exclusive jurisdiction to determine all of the issues and relief
sought (Exhibit “A”, appended to the Affidavit of John Snopko, sworn July 12, 2011,
Responding Motion Record, tab 2, page 20). As part of its motion on jurisdiction, the
key case Union relied on was Wellington and Imperial Qil Lid. (Re), [1970] 1 O.R. 177,
[1969] O.J. No. 1438 (H.C.J.). In 2004, at the time when Union argued against
jurisdiction of the Board in this matter, Union should have been aware of this case. It now
appears that Union knowingly mislead the Board in an effort to preclude the Board from

dealing with this matter seven years ago.

Wellington and Imperial Oil Ltd., [1970] 1 O.R. 177-184 (H.C.].),
Respondents’ Book of Authorities, Tab 10.

The Court. in its decision dated January 6, 2009, granted Union’s motion for summary

Judgment and agreed that the Board had exclusive jurisdiction.

The Applicants of this matter then appealed the Court’s decision respecting Jjurisdiction.
Following submissions from the Board, which stated that the Board may exercise

Jurisdiction over matters involving contracts between parties, the Court of Appeal



13.

dismissed the appeal and ruled that the Board has exclusive jurisdiction to determine all
issues and relief sought (Exhibits “B”, “C” and “D”, appended to the Affidavit of

John Snopko, sworn July 12, 2011, Responding Metion Record, tab 2, pages 46-55).

The matter now returns to the Board as an Application setting out precisely the same
issues and relief sought which the Court of Appeal confirmed was within the exclusive
Jurisdiction of the Board. Now, pursuant to its Notice of Motion, Union is again changing
its position and is again claiming that the Board does not have jurisdiction to determine

the issues and relief sought by the Applicants.

The Applicants of this matter have been seriously prejudiced by the above described
tactics of Union. The Act provides the Board with broad reaching powers to settle
disputes between private parties. Going forward, the Applicants of this matter
respectfully request that the Board be extremely sensitive with respect to the manner in
which the Applicants have been treated throughout the process of having this matter
heard. Having Ontario farmers and landowners effectively ‘whip-sacked’ between the
Board, the Courts, and back to the Board, seriously undermines the integrity of the

system — as well as the public’s trust in the Board to adjudicate such matters fairly.

THE FACTS

14.

15.

The Applicants own land in a rural area near the village of Edys Mills, in the Province of
Ontario. The Applicants’ land is within the boundaries of the Edys Mills Designated

Storage Area.

The Respondent, Union, is a Canadian natural gas utility with a head office in the city of

Chatham, in the Province of Ontario.



16.

17.

18.

19.

20.

The Respondent, Ram Petroleum Ltd. (“Ram”), is a petroleum and gas producing

company with a head office in the City of Toronto, in the Province of Ontario.

The Respondent, Ram, signed petroleum and natural gas lease agreements (the “Head

Leases™) with the Applicants, or in some cases the Applicants’ predecessors.

Duplicate copies of the Head Leases were also signed by the Applicants (the “Clone

Leases”). The Head Leases and Clone Leases contained the following terms:

a. Ram has the right to enter into the Applicants’ property for the purpose of
producing crude oil and natural gas;

b. The Applicants will receive from Ram a royalty of one eighth of all crude oil and
natural gas that was produced, saved and marketed, at market price;

c. The Applicants will receive from Ram compensation for any damages to crops
caused by Ram’s operations;

d. If crude oil and natural gas production is discontinued for at least 300 days, the
agreement can be terminated by the Applicants giving written notice to Ram;

e. Once production of the crude oil has commenced there is no provision in the
petroleum and natural gas agreement to stop production and return to an acreage
payment schedule; continuous production is required to keep the said agreement
valid, and;

f. The rights the agreement gives to Ram cannot be sold, transferred or assigned
without the written consent of the Applicants.

Subsequently, the Applicants entered into a Pooling Agreement with Ram. This

agreement set out the percentage of royalties each Applicant was entitled to.

In the late 1980s, the Applicants entered into Gas Storage Agreements (“GSA”) with

Ram. The GSA contained the following terms:

a. The Head Lease and Pooling Agreement are adopted and ratified in every respect,
including storage;

b. Ram is granted the right to inject, store and withdraw natural and artificial gas
into naturally occurring underground chambers in the Applicants’ property;

c. The Applicants are to be compensated by Ram for any property damage that
results from Ram’s operations;



21.

22.

d. Ram is to provide the Applicants with a 10% profit share of all of Ram’s earnings
from the storage operations;

e. If Ram assigns the lease to a third party the third party is not obligated to provide
the Applicants with 10% of the profit share from the storage operations while the
assignment remains in effect;

f. Ram can only transfer this agreement with the Applicants’ written consent;

g. Ram will remain responsible to the Applicants for the obligations of the lessee
while the agreement is in effect;

h. Ram is to restore the surface of the land to its original condition, as far as may be
practicable, once the operation ends, and;

i. The term of the agreement, subject to the provisions of the Head and Clone
Leases, is seven years from the date of the agreement. At the end of the seven
years the lease will be extended from year to year provided the lessee shall have
installed facilities for storage and /or used the lands for storage. The Lessee also
shall have the option to pay an acreage rental, before the anniversary date, to keep
the contract valid for the year following.

The Applicants entered into a Consent Agreement on August 9, 1989. The Consent

Agreement contained the following terms:

a. The Applicants consent to Ram assigning the leases described above to Union
provided Ram takes back a sublease of all oil production rights;

b. The Applicants agree to take a onetime payment, as described in the agreement,
that will satisfy and extinguish all future royalties payable under the lease for
natural gas production and storage, and;

c. The Applicants are still entitled to royalties on future oil production in the amount
set out in the Head Lease.

After the Consent Agreement was signed by the Applicants and Ram, Ram assigned
some, but not all, of its interest in the lease agreements to Union. Ram did not assign to
Union the Head Lease signed by Marie Snopko’s father, but instead assigned the “Clone”
Lease to Union. Union, in a separate agreement, assigned back to Ram the right to
produce crude oil from the land, provided Ram pay the Applicants all oil royalties they

are owed under the Head Lease.



23.

24.

25.

26.

27.

28.

On November 12, 1992, the Ontario Energy Board approved Union’s Application to
inject into, store in and withdraw gas from the Applicants’ land. At the Ontario Energy
Board hearing, Union’s expert witnesses assured the Ontario Energy Board that their gas
storage operations would not interfere with oil production. In fact, they suggested the

storage operations would enhance oil production.

Union began storing natural gas in the Applicants’ property soon after being granted

approval.

From 1977 to 1993, Ram produced crude oil. However, shortly after the first injection of
gas in 1993 oil production became sporadic and then ceased. As such, royalty payments

to the Applicants ceased in 1994.

On June 17, 1998, Ram, without written consent from the Applicants, assigned their
interest in the oil sublease to CanEnerco. On June 7, 2001, CanEnerco’s court appointed
receiver transferred their interest in the Oil Sublease to Kinetic Energy Inc. which has

since become Torque Energy Inc.
No oil has been produced since Ram ceased production in 1993.

By 2006, the Applicants concluded that no oil was going to be produced in the near
future. They decided to exercise their rights under the Head and Clone Leases to have all
parties ‘surrender all their interest in the lands’. On April 25, 2006, the Applicants sent a
registered letter to Union, Ram, CanEnerco and Torque stating that since no oil or natural
gas had been produced in the last 300 days they were exercising their rights to terminate
all contracts and to have the Respondents “surrender all their interest” pursuant to clause

10 of the Head and Clone Leases.



29.

Union responded to the Applicants’ letter stating that they would surrender the oil and
gas production leases but will not surrender the GSA. Despite the Applicants’ termination
of the Head Lease and the GSA, Union continues to operate its storage operation on the

Applicants’ land to this day.

RESPONSE TO UNION’S GROUNDS FOR THE MOTION

The issues subject to this Motion should not be determined by summary judgment

Test for granting summary judgment

30.

31.

32.

A Motion for Summary Judgement should only be granted in circumstances where there
is no genuine issue for trial. This position is consistent with the Ontario Rules of Civil

Procedure which states the same:

The court shall grant summary judgment if,

(a) the court is satisfied that there is no genuine issue for trial with respect to a claim or
defence.

Rules of Civil Procedure, RRO 1990, Reg 194 at s. 20.04, Respondents’ Book of Authorities, Tab 1.

In Mensink v. Dale, the Court of Appeal held that the issue before a judge hearing a
motion for summary judgment is not how the matter should be resolved, but whether

there is a triable issue.
Mensink v. Dale (1998), 39 O.R. (3d) 51, Respondents’ Book of Authorities, Tab 2 at para. 1.

In Aguonie v. Galion Solid Waste Material Inc., the Ontario Court of Appeal held that in
ruling on a motion for summary judgment, the court will never assess credibility, weigh
the evidence, or find the facts. Rather, the court’s role is narrowly limited to assessing the

threshold issue of whether a genuine issue exists as to the material facts requiring a trial.

Aguonie v. Galion Solid Waste Material Inc. (1998), 38 O.R. (3d) 161,
Respondents” Book of Authorities, Tab 3 at paras 30, 32.



33.

34.

35.

36.

37.

38.

In Mensah v. Robinson, the court held that summary judgment should be granted only
where there is no reason for doubt as to what the judgment of the court should be if the

matter proceeds to trial.
Mensah v. Robinson, [1989] O.J. No. 239, Respondents’ Book of Authorities, Tab 4 at pg. 10.

In Davis v. Sawkiw, the court held that in order to succeed in a motion for summary
judgment the moving party must make out a case so clear that there is no reason to doubt

what the result at trial would be.
Davis v. Sawkiw (1983), 38 O.R. (2d) 466, Respondents’ Book of Authorities, Tab 5 at pg. 1-2.

In Smyth v. Waterfall, the Court of Appeal held that it is not appropriate to resolve a

limitations issue involving the discoverability rule on a motion for summary judgment.
Smyth v. Waterfall (2000), 50. O.R. (3d) 481, Respondents’ Book of Authorities, Tab 6 at para. 10.

In Horton v. Joyce, the court stated that “When a case appears only to lack evidence, so
long as the gaps may be filled, either by discovery or a revelation of evidence, the case

should be allowed to proceed”.
Horton v. Joyce, [1990] O.J. No. 1641, Respondents’ Book of Authorities, Tab 7 at pg. 6.

Summary judgment should only be granted where the moving party satisfies the court

that there is no triable issue.

Hi-Tech Group Inc. v. Sears Canada Inc, [2001] O.J. No. 33,
Respondents’ Book of Authorities, Tab 8 at paras. 26, 30.

It is clear that, at the very least, each of the issues Union wishes to dismiss by summary
judgment raise a triable issue. Union’s motion for summary judgment should, therefore,

be dismissed.

Time limitations are not a factor in this case



39.

40.

41.

42.

The Applicants dispute Union’s submissions with respect to time limitations. Since the
issue of jurisdiction respecting this matter has only been finally settled by the Court of
Appeal as of April 7, 2010, the Applicants are well within limitation periods to bring

their Application — by any standard.

Any delays in bringing this matter before the Board were caused, or materially

contributed to, by Union for the following reasons:

a. Union first took the position in 2004 that the Board did not have jurisdiction to
hear the matter. In making its submissions, Union presented a number of cases

supporting its position that the Board did not have jurisdiction;

b. Once the Applicants sought relief in the Superior Court, Union took the opposite
position and declared that the Board had exclusive jurisdiction. This time, in
making its submissions to the Court, Union presented case law supporting the

opposite position;

c. Now, pursuant to this Motion, Union is attempting to again take its original
position that the Board lacks jurisdiction — thereby continuing to delay a hearing

of the matter.

Union’s repeated efforts to have the matter dismissed for lack of jurisdiction amounts to
an abuse of process, seemingly designed to delay the matter until the Applicants finally

give up or can no longer afford to ever have the matter heard and decided on its merits.

Contrary to Union’s submissions at paragraph 25 of its Notice of Motion, the Applicants
have moved to take each step of the various processes well within expected and normal

time-frames — despite the aforementioned set-backs caused by Union.

/O



43.

The Applicants respectfully submit that, at the very least, the issue of whether or not
Application is subject to time period limitations is a triable issue. Furthermore, pursuant
to Smyth v. Waterfall it is not appropriate to resolve a limitations issue involving the
discoverability rule on a motion for summary judgment. For these reasons the Appellants
submit that summary judgment should not be granted on the ground that it is time barred

as the discoverability rule is very much at issue in this case.

Smyth v. Waterfall (2000), 50. O.R. (3d) 481, Respondents’ Book of Authorities, Tab 6 at para. 10.

The Board has jurisdiction over the matters

44.

45.

46.

As part of Union’s submissions before the Ontario Superior Court and Ontario Court of
Appeal, Union claimed that the Board has exclusive jurisdiction to hear this matter.

Union specifically cited section 38 of the Act as its basis for its claims

Before rendering its decision on the question of jurisdiction, the Court of Appeal afforded
the Board the opportunity to provide submissions respecting jurisdiction of the matter.
The Board responded with references to Board file E.B.O. 64(1)&(2) (decision dated July
16, 1982) (“Bentpath”). In its letter to the Court, and copied to the parties, the Board
remarked that it has, generally speaking, “taken a broad view of its section 38 powers”
which may include matters involving contracts between parties — citing Bentpath. In light
of the Boards’ submissions, the Court of Appeal agreed that the matter should be
dismissed for lack of jurisdiction, and the Board has exclusive jurisdiction over all issues

and relief sought contained in the Applicants’ Statement of Claim.

The Application now before the Board contains the same claims as that which were

contained in the aforementioned Statement of Claim.

/1



47.

The Applicants of this matter rely on the decision of the Ontario Court of Appeal to
support their position that the Board has exclusive jurisdiction over all of the matters of

the Application

Snopko v. Union Gas Ltd., [2010] O.J. No. 1335 (Ont. C.A)),
Respondents’ Book of Authorities, Tab 9.

The claims are not futile

48.

49.

50.

51.

Union’s claims with respect to futility of the Applicants’ claims, as set out in paragraphs
29-33 of its Notice of Motion, are not relevant to most of the Applicants’ issues set out in
their Application. Such claims are, therefore, not an appropriate basis for summary

judgement.

Notwithstanding this position, Union’s position regarding the Designation Order is also
unfounded. The effect of the Designation Order on the Application is limited by the fact
that Union has failed to abide by the conditions set out in the Order — especially those set
out in Appendix “C” (Exhibit “S”, appended to the Affidavit of Bill Wachsmuth,
sworn August 29, Motion Record of Union Gas, tab 2, p. 276). In other words, the
rights allegedly enjoyed by Union are of no force or effect because Union has breached

the conditions of the Order.

In fact, the relief sought by the Applicants is consistent with that which is provided by the
Order — meaning that the Applicants should not only be deemed entitled to the relief
sought, but they should also be entitled to receive the benefits provided for in the

Designation Order.

At the very least, the issue of whether or not the Designation Order precludes some of the

relief sought by the Applicants is a triable issue.

/2



The Applicants are not precluded from seeking the relief sought

52.

53.

Union’s claim that the Applicants are precluded from seeking the relief sought is another
way of claiming that the Board lacks jurisdiction in the matter. The Applicants response

to such claims is stated at paragraphs 44 to 47 above.

In addition, with respect to Union’s claim that the contracts between the parties preclude
the relief sought, Union’s position is based on the premise that the agreements are still in
effect. Union suggests at paragraph 35 of its Notice of Motion that the relief sought is
covered by existing agreements. However, as stated clearly in the Application, the
Applicants’ have requested the Board to declare that all contracts between the Applicants
and the Respondents have been terminated. Clearly, a terminated agreement cannot bind

the parties.

Summary

54.

The Applicants respectfully submit that all of the issues Union propose to be summarily
dismissed are triable and deserve a hearing. The plaintiffs respectfully request, therefore,

that Union’s motion for summary judgment should be dismissed with costs.

COSTS

55.

If Union’s motion for summary judgment fails, the Applicants respectfully request they
be awarded their costs pursuant to section 30 of the Act. The Applicants submit that
Union’s motion was not reasonable as they knew, or ought to have known, that all of the
subject issues are triable matters. By bringing the motion, Union has further and

unnecessarily caused undue costs to the Applicants.



DOCUMENTARY EVIDENCE
56.  The Applicants propose to rely upon:

The affidavit of John Snopko, sworn July 12, 2011;
The affidavit of Wayne McMurphy dated October 29, 2008;
The supplementary affidavit of Wayne McMurphy dated October 29, 2008;

S

Ontario Energy Board Application, dated March 16, 2011, and;

€. Such further material as may be required.
RELIEF SOUGHT

57. The Applicants respectfully request that this motion be dismissed and that their costs be

paid forthwith pursuant to section 30 of the Act.
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of the Board determining that the contracts, filed with the
Application, between the Applicants and Union Gas Limited /Ram
Petroleums Limited have been terminated;

AND IN THE MATTER OF an application by Marie Snopko,
Wayne McMurphy, Lyle Knight and Eldon Knight under section
38(2) of the Ontario Energy Board Act, 1998, S.0. 1998, for an
Order of the Board determining the quantum of compensation the
Applicants are entitled to have received from Union Gas Limited
and Ram Petroleums Limited.

AFFIDAVIT OF JOHN SNOPKO
(Sworn Julyj#5.2011)
(Re: Union Gas Limited’s Notice of Motion dated June 22, 2011)

INTRODUCTION

]

I am the spouse of the Applicant Marie Snopko and as such have direct knowledge of the
matters herein deposed. Unless I indicate to the contrary, these matters are within my
own knowledge and are true. Where I have indicated that I have obtained facts from other

sources, | have identified the source and I believe those facts to be true.

The Applicants Marie Snopko and Wayne McMurphy (by way of his father Colin
McMurphy, now deceased) were part of a group of approximately 160 landowners who
brought an Application to the Board in 2004 seeking “just and equitable compensation”
from the Respondents of this Application, pursuant to section 38 of the Ontario Energy

Board Act (the “Act”). That Application essentially covered the same issues and

|t



requested remedies as the current Application of this matter, insofar as compensation is

owed to the Applicants.

Union argued that the Applicants of this matter did not have standing to apply to the
Board for compensation because of the existence of prior agreements between the parties
(except Union admitied that Marie Snopko had standing with respect to wellheads).
Union took the position that the Board had no jurisdiction in the matter because of the

existence of such agreements.

The Board agreed with Union and found that the Applicants of this matter did not have
standing to receive compensation pursuant to section 38 of the Act (except the Board

found that Marie Snopko had standing with respect to wellheads and roadways).

Following the Board’s determination that they lacked jurisdiction, the Applicants of this
matter turned to the Ontario Superior Court of Justice for a remedy — and issued a

Statement of Claim against the Respondents dated J anuary 29, 2008.

On December 17, 2008, Union brought a motion for summary judgment in that case,
arguing this time that the Superior Court of Justice had no jurisdiction over the matter
and, rather, the Board had exclusive jurisdiction to determine all of the issues and relief
sought. A copy of Union’s Féctum, filed with respect to its Motion for summary

judgment, is attached as Exhibit “A” to this my affidavit.

The Court, in its decision dated January 6, 2009, granted Union’s motion for summary

judgment and agreed that the Board had exclusive jurisdiction.

The Applicants of this matter then appealed the Court’s decision respecting jurisdiction.

Following submissions from the Board, which stated that the Board may exercise

1



jurisdiction over matters involving contracts between parties, the Court of Appeal
dismissed the appéal and ruled that the Board had exclusive jurisdiction to determine ail
issues and relief sought. A copy of the Court of Appeal’s letter, dated January 22, 2010,
sent to the Ontarib Energy Board inviting submissions on the subject of jurisdiction, is
attached as Exhibit “B” to this my affidavit. A copy of the Ontario Energy Board’s
letter, dated February 10, 2010, providing submissions to the Court of Appeal on the
subject of jurisdiction, is attached .as Exhibit “C” to this my affidavit. A copy of an
Order, dated June 1, 2010, issued by the Court of Appeal dismissing the Applicants’

appeal, is attached as Exhibit “D” to this my affidavit.

9. The matter now returns to the Board as an Application setting out the same issues and

relief sought which the Court of Appeal confirmed was within the exclusive jurisdiction

of the Board. Now, pursuant to its Notice of Motion, Union is again claiming that the

Board does not have the jurisdiction required to determine the issues and relief sought by
the Applicants.

10.  The Applicants of this matter have been seriously prejudiced by the above described
tactics of Union.

L1 I make this affidavit in support of the within motion and for no other or improper
purpose.

SWORN before me
at the Citgmﬂﬂttma._’_f"“’” ¢ "’/gfm

in the Province of Ontario,
on this/z7ay of July, 2011 )

Johnt Snopko

R. Scott Gawley, Director of Corporate
Services/ Treasurer/ Deputy Clerk, Town
of Petrolia, a Commissioner for
taking affidavits in and for the County of
Lambton, Province of Ontario.
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This is Exhibit “A” referred to in the
Affidavit of John Snopko

sworn before me, this// "fay of July, 2011.

Commissioner f6r Tajkdr
R. Scott Gawley, Director of Corporate
Services/ Treasurer/ Deputy Clerk, Town
of Petrolia, a Commissioner for
taking affidavits in and for the County of
Lambton, Province of Ontario.
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©eurt File No. 5021-08

ONTARIO
SUPERIOR COURT OF JUSTICE
BETWEEN:

MARIE SNOPKO, WAYNE McMURPHY,

LYLE KNIGHT and ELDON KNIGHT
Plaintiffs

-and -

UNION GAS LTD. and RAM PETROLEUMS LTD.
Defendants

FACTUM OF UNION GAS LIMITED
(motion for summary judgment returnable December 17, 2008)

PART I - OVERVIEW

1. This is a motion by the defendant, Union Gas Limited (“Union™), for summary judgment

dismissing the plaintiffs’ claims.

2. In Ontario, the storage of natural gas is regulated by the Ontario Energy Board (the
“Board”) pursuant to the Ontario Energy Board Act, 1998 (the “Act”). Under the Act, the Board
has broad, exclusive jurisdiction to designate an area as a 8as storage area, to authorize the
injection of gas into that area, and to order the person so authorized to pay Jjust and equitable
compensation to the owners of the oroperty overlaying the storage area. No civil proceeding

may be commenced to determine/thaf ompensation.

3. The plaintiffs are landowners whose land forms part of the Edys Mills Pool; a designated
storage area. 'Their claims for declaratory relief and compensation - however framed - all arise

from Union’s operation of the pool and, therefore, must be brought to the Board.

4. Further, Union and the plaintiffs are already parties to agreements which provide for just

and equitable compensation. In 2004 and 2005, following the settlement of an application
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brought by an association of landowners to the Board (which included two of the plaintiffs),
Union extended to the plaintiffs an offer to be paid the same compensation as that agreed to by
the association and approved by the Board. All of the plaintiffs accepted Union's offer and have
valid agreements covering the period 1999 to 2008. In respect of two of the plamtiffs, Lyle and
Eldon Knight, their agreements extend to 2013. These agreements represent a further bar to the

plaintiffs’ claims.

5. In any event, even if the plaintiffs could bring their claims in this Honourable Court they
are largely time barred. The plaintiffs’ claims cover the period 1993 to the present. There is no
issue as to the discoverability of those claims. Therefore, under the applicable limitations

legislation the plaintiffs” claims, almost without exception, are out of time.

PART H - THE FACTS

6. This Part I is organized as follows:

A. The Action. This section describes the parties, the claims by the plaintiffs and

Union's defences.

B. The Gas Storage Leases and Consent Agreement. This section describes the Gas

Storage Leases and Consent Agreement at issue in the Action.

C. The Storage Designation Hearing. This section describes the storage designation
hearing conducted by the Board, the plaintiffs’ participation in that hearing and

the roadway agreements entered into by certain of the plaintiffs.

D. The Storage Compensation Hearing. This section describes the 2004 storage
compensation hearing conducted by the Board, the claims advanced in that
hearing and the agreements reached by the plaintiffs with Union following the

hearing,

E. 2009 Compensation Agreements. This section describes the agreements entered
into by the plaintiffs, Lyle Knight (“L. Knight”) and Eldon Knight (“E. Knight™),
for compensation in respect of the period 2009 to 2013.



Al The Parties

7. Union. Union is an Ontario company with its head office in Chatham. Union is an
integrated natural gas storage, transmission and distribution company that provides services to
residential, commercial and industrial customers across northern, southwestern and eastern

Ontario.'

8. Union is the operator of the Edys Mills Pool, one of 19 natural gas storage pools operated
by Union that form part of its integrated natural gas storage and transmission system.’

9. Natural gas storage pools are naturally occurring underground geological formations,
called “reefs”, which are suitable for the injection, withdrawal and storage of natural gas. These
pools are accessed through storage wells which, in turn, are connected to Union’s integrated
natural gas system through a series of underground pipelines. Often natural gas storage pools are

depleted, or nearly depleted oil deposits.’

10.  The plaintiffs. The plaintiffs are landowners whose land, along with various third
parties, forms part of the Edys Miils Pool. The plaintiffs, Marie Snopko (“M. Snopko™) and
Wayne McMurphy (W. McMurphy™), are, or were during the relevant period, members of the
Lambton County Storage Association (the “LCSA™) which is a voluntary association

representing approximately 160 landowners who own property within Union’s storage system.*

11. M. Snopko is the successor in interest of George Graham. W. McMurphy is M. Snopko’s

tenant.’

12, W. McMurphy is the successor to Colin McMurphy and the brother of Leonard
McMurphy. Both M. Snopko and Leonard McMurphy filed evidence in the “Storage

Compensation Hearing” discussed below.®

' Affidavit of Bill Wachsmuth, sworn August 29, 2008 (“Wachsmuth Affidavit”), para. 4, Compendium, Tab 5, p.
43

Wachsmuth Affidavit, para. 5, Compendium, Tab 5, p- 43

Wachsmuth Affidavit, para. 6, Compepdium, Tab 5, p. 43

Wachsmuth Affidavit, para. 7, Compendium, Tab 5, pp. 43-44

Wachsmuth Affidavit, para. 8, Compendium, Tab 5, p. 44

oy - A ~
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13, The Action. The plaintiffs claim against Union and an unrelated third party, Ram
Petroleums Ltd. (“RAM™). For the purposes of this motion only the claims against Union are

relevant. In this respect, the plaintiffs make the following claims:

(a)

(®)

(c)

(d)

(e)

breach of contract - the plaintiffs claim that Union, in breach of their Gas Storage
Leases, has failed to properly compensate them for crop loss and other lost

Income arising from Union’s storage operations.

unjust enrichrnent - the plaintiffs claim that Union has been unjustly enriched by

storing gas on and in the plaintiffs’ land.

nuisance - the plaintiffs claim that Union’s storage operations constitute a
nuisance which have decreased the profitability of their land, caused damage to

their land and decreased their enjoyment of the land.

negligence - the plaintiffs claim that as a result of Union’s storage operations oil
has not been produced from the Edys Mills Pool since 1993 and, as a result, the

plaintiffs’ have not received royalty payments since that time.

declaratory relief - the plaintiffs seek a declaration that their Gas Storage Leases
were terminated in 2006 and seck compensation from Union on the basis that it is

storing gas without a contract.’

14 Union has defended the plaintiffs’ claim and has denied liability to the plaintiffs on each

basis asserted in the statement of claim. 1t is Union’s position, as set out in its statement of

defence, among other things, that:

(a)

it has paid to the plaintiffs the compensation ag;feed to by the parties, whether
pursuant to the Gas Storage Leases, the Amending Agreement entered into by M.
Snopko, the Roadway Agreements, or the Compensation Agreements (all as
defined below);

Wachsmuth Affidavit, paras. 8-9, Compendium, Tab 5, p. 44
Statement of Claim, Compendium, Tab 2, pp. 9-27
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(b)  that the Gas Storage Leases remain in force and are not terminable by the

plaintiffs;

(c) the plaintiffs’ claims for compensation are barred by the provisions of the Act

which confer exclusive jurisdiction over these matters on the Board, and that;
(d)  in any event, the plaintiffs’ claims are time barred.?

B. The Gas Storage Leases and Consent Agreement

15.  The Gas Storage Leases. By leases made as of October, 1987, RAM entered into Gas
Storage Lease Agreements (the “Gas Storage Leases”) with each of the plaintiffs or their
predecessors in interest, pursuant to which RAM obtained the contractual right to inject, store
and withdraw gas from the plaintiffs’ property. The rights acquired by RAM pursuant to the Gas
Storage Leases were in addition to rights previously acquired by RAM pursuant to Petroleum
and Natural Gas Leases (“PNG Leases”) which it had entered into with the plaintiffs or their
predecessors in interest in the mid-1970s.” The PNG Leases granted RAM the ri ght to conduct
drilling operations on the plaintiffs’ property in exchange for a monthly royalty payment on all

oil produced. '

16.  The Gas Storage Leases each provide that, at the end of their initial seven (7) year term,
the lease will be extended from year to year provided the lessee (RAM and subsequently Union)
shall have installed facilities for storage and/or utilized the property within the first 7 years of the
lease. Specifically, the Gas Stérage Leases provide, in relevant part, that:

“3. The Lessor agrees that at the expiration of the term of 7 years
hereinbefore mentioned, this Lease will be extended from year to
year provided the Lessee shall have installed facilities for storage
and/or utilized the said lands within the first 7 years of this

Lease ’1“

?  Statement of Defence, Compendium, Tab 3, pp. 28-35

*  Wachsmuth Affidavit, para. 12, Compendium, Tab 5, p. 45

' Petroleum and Natural Gas Lease, Compendium, Tab 7, pp. 58-66
"' Petroleum and Natural Gas Lease, Compendium, Tab 7, pp. 59-60
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7. There is no dispute that Union installed its storage operations within the initial term of
the leases.

18.  Inthe case of M. Snopko, in addition to her Gas Storage Lease and PNG Lease, in about
October 1992, M. Snopko entered into an Amendment of Gas Storage Lease Agreement (the
“Amending Agreement”) pursuant to which Union acquired the right to construct certain

roadways on her property. In the Amending Agreement M. Snopko acknowledged receipt of
compensation in respect of these roadways while reserving the right to make a future claim in

relation to wells installed by Union.'?

19. The Consent Agreement. By Consent Agreement made as of August, 1989, the plaintiffs
consented to the assignment of the Gas Storage Leases from RAM and PNG Leases to Union and

authonzed Union to:

(a) immediately use the Edys Mills Pool for storage of natural gas;

(b)  be the operator of the Edys Mills Pool with respect to the production of natural

gas and injection storage in withdrawal of natural gas; and
(¢} sublease the Edys Mills Pool back to Ram in respect of oil production only."

20.  Further, pursuant to the Consent Agreement, the plaintiffs agreed that on receipt of

certain payments specified in that Agreement, the past and future royalties payable under the Gas
Storage Leases and PNG Leases would be satisfied and extinguished, and those leases would be
deemed to be royalty free thereafter with respect to the production and/or storage of natural gas
provided that Union would not be relieved of any future obligation to pay annual storage rentals

or royalties on future oil production.'* On this latter point, however, the plaintiffs also agreed, in

2 Wachsmuth Affidavit, para. 15, Compendium, Tab 5, p. 45;

Amending Agreement, Compendium, Tab 9, pp. 75-80

®  Wachsmuth Affidavit, para. 16, Compendium, Tab 5, pp. 45-46
" Wachsmuth Affidavit, para. 18, Compendium, Tab 5, p. 46
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section 6 of the agreement, that RAM would be responsible for payment of all future oil royalties

during the term of its sublease.'’

21 In total, the landowners in the Edys Mills Pool (including the plaintiffs) were paid the

EoS ™

cumulative sum of over $2 million in consideration for the consent, authorization and releases

given pursuant to the Consent Agreement.'®

C. The Storage Designation Hearing

22. Union’s Applications. By application dated March, 1592, Union applied to the Board
pursuant to the predecessor of the Act for a regulation designating as a gas storage area the lands
overlaying the Edys Mills Pool. At the same time, Union applied to the Board for orders
authorizing it to inject, store, and remove gas from the Edys Mills Pool and for leave to drill and
construct the wells and other facilities necessary to connect the Edys Mills Pool to Umon s

integrated natural gas storage and transmission system.!’

23, Between early October and November 1992, the Board issued reports and decisions as

follows:

(a)  aReport to the Lieutenant Governor-in-Council recommending the designation of
the Edys Mills Pool;

(b)  a Report to the Minister of Natural Resources recommending the issuance of
permits to bore and drill natural gas storage, injection and withdrawal wells as

well as an observation well;

) Reasons for Decisions authorizing Union, upon the enactment of a regulation
designating the Edys Mills Pool as a gas storage area, to inject gas into, store gas
and refine gas from the Edys Mills Pool and to construct the necessary related

facilities. '®

" Consent Agreement, Compendium Tab 10,p. 84
' Wachsmuth Affidavit, para. 19, Compendium, Tab 5, p. 46
7" Wachsmuth Affidavit, para. 20, Compendium, Tab 5, p. 46
" Wachsmuth Affidavit, para. 21, Compendium, Tab 5, pp. 4647
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24, On November 30, 1992, the Lieutenant Governor-in-Council issued a regulation
designating the Edys Mills Pool as a designated storage area and, on February 1, 1993, the Board
issued an Order granting Union’s applications in all respects. The above decisions of the Board
and the Lieutenant Governor-in-Council are collectively referred to as the “Designation Order”.'*
25. The Roadway Agreements. After obtaining the Designation Order, Union began
construction of the facilities necessary to connect the Edys Mills Pool to Union’s Integrated
storage and transmission system. Among the» facilities constructed were certain roadways on the
plaintiff, M. Snopko's, property as well as certain pipelines. At the time it built the roadways
and before, Union had extensive discussions with M. Snopko over the location and construction
method to be used. M. Snopko informed Union that she would prefer a one time payment for the
roads rather than the annual payment that is standard for roadways. Union agreed to M.
Snopko’s request and entered into the Amending Agreement referred to above, 2

26.  Union also had similar discussions with the plaintiffs, E. Knight and L. Knight, who

elected to enter into a Roadway Agreement that provides for annual payments.?'

27.  Between 1993 and 1999, Union paid to the plaintiffs compensation pursuant to the terms
of their Gas Storage Leases and, in the case of M. Snopko, pursuant to the Amending
Agreement, Union also paid to E. Knight and L. Knight compensation pursuant to their Roadway

Agreement.”

D. The Storage Compensation Hearing

28. ThelLCSA4 Appiicaﬁan. In 2000, the LCSA commenced an application to the Board on
behalf of its members across all of Union’s storage system for just and equitable compensation
pursuant to section 38(2) of the Act (the “Storage Compensation Hearing™). The LCSA was

represented by counsel >

*  Wachsmuth Affidavit, para. 22, Compendium, Tab 5, p. 47
* Wachsmuth Affidavit, para, 23, Compendium, Tab 5, p. 47
' Wachsmuth Affidavit, para. 24, Compendium, Tab 5, p. 47
2 Wachsmuth Affidavit, para, 25, Compendium, Tab 5, p. 47
¥ Wachsmuth Affidavit, para. 26, Compendium, Tab 3, p. 48
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29 In October, 2002, the LCSA amended its application. In its Amended Notice of
Application, the LCSA claimed, among other things, the following relief on behalf of its

members:

(8)  “just and equitable” annual compensation for gas, oil and storage rights, being an
annual payment for lands within a designated storage area, and a separate annual
per acre payment for affected lands outside of the storage area; and

(b) for those landowners with surface storage facilities, “just and equitable” annual

compensation on a per facility basis for wellheads and roadways, including

amounts for:
(D) land rights for each facility; and
(ii)  crop loss and disturbance damages for each facility.

30.  Along with its Amended Notice of Application, the LCSA filed a three volume
Application Record containing evidence in support of its claims. As referred to above, evidence
from M. Snopko and Leonard McMurphy formed part of the Application Record.® Also
included in the LCSA’s evidence were detailed expert reports in support of all aspects of the
claims for just and equitable compensation including reports in support of claims for crop loss,

disturbance damages, decreased enjoyment of land, and diminution in value.?®

31.  Union responded to the Application Record with its own evidentiary record. Among
other things, in its Pre-Filed Evidence Union discussed its crop loss compensation practices

including the fact that compensation was paid to M. Snopko and releases given by her in respect

of the years 1994 and 1995.%7

™ Wachsmuth Affidavit, para. 27, Compendium, Tab 5, p. 48;
Amended Notice of Application, Compendium, Tab 14, pp. 112-113

¥ Wachsmuth Affidavit, para. 28, Compendium, Tab 5,p. 48
*  See, for example, evidence of Dr. Charles S. Baldwin, Assessment of Disturbance and Crop Loss Impacts from
the Construction and Operation of Storage Facilitics in Lambton County, Motion Record, Vol. 3, Tab 2W,

pp. 649-678
*" Wachsmuth Affidavit, para. 29, Compendium, Tab S, p. 48

20



g
f
I
5
|
f

mmmmmmmm

- 10 -

32.  Intotal, the evidence filed by the parties included the LCSA’s three volume Application
Record, Union’s Pre-filed Evidence, as well as answers (and supporting documents) provided in

response to hundreds of interrogatories asked by the parties.”®

33.  Sranding. Prior to the Storage Compensation Hearing, the Board convened a hearing
mnto the eligibility for standing of certain LCSA members in light of their pre-existing
agreements with respect to compensation (i.e. the Gas Storage Leases), the validity of which
were not in dispute in the proceeding. The standing of M. Snopko and W. McMurphy to assert
clamms was dealt with specifically by the Board. The Board determined that having regard to Mr.
Murphy’s valid, pre-existing Gas Storage Lease he was not entitled to standing, whereas, M.
Snopko, was entitled to standing only in relation to her claimms for compensation in respect of the

roadways and wells on her property. With respect to M. Snopko, the Board stated:

“The Board finds that Mrs. Snopko is not eligible for an order of
the Board on other aspects of storage compensation because she
has an existing agreement with respect to those aspects of storage
compensation. She is entitled to participate actively in the
proceeding.

... the Board expects that, at the conclusion of the proceeding or at
another appropriate time, Union will extend to her [and W.
McMurphy] an offer which is equivalent to the compensation
awarded by the Board to other applicants.”*’

34.  The LCSA Settlement. In March 2004, shortly before the Storage Compensation Hearing
was scheduled to start, Union and the LCSA reached a settlement. Expressly included in the

settlement were all claims which were, or could have been raised in the Storage Compensation
Hearing including claims for disturbance damages and crop loss. The settlement had retroactive

effect and covered the years 1999 to 2008, inclusive.*®

?*  Wachsmuth Affidavit, para. 30, Compendium, Tab S, pp. 48-49

¥ Wachsmuth A ffidavit, para. 31, Compendium, Tab 5, p. 49;
Decision and Order, Compendium, Tab 20, pp. 220-222

*® Wachsmuth Affidavit, para. 32, Compendium, Tab 5, p. 49
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Dawson v. Rexcraft Storage & Warehouse Inc. (1998), 164 D.LR.
(4™) 257 (Ont. C.A.) at 269, para. 20

Ford Motor Co. of Canada Ltd. v. Ontario Municipal Employees
Retirement Board (1997), 36 O.R. (3d) 384 (C.A.) at 394-396

50.  The summary judgment procedure expressly contemplates and provides for partial
summary judgment. Partial summary judgment is available to a defendant where it is
demonstrated that there is no genuine issue for trial in respect of a discrete claim made among
others within an action, where the elimination of the claim would shorten trial in 2 meaningful
way or eliminate the need for a trial altogether. The elimination of such discrete claims, again, is

conducive to procedural justice in saving the defendant the time, inconvenience and expense that

would otherwise be incurred in dealing with the claim.
Ford Motor Co. of Canada Ltd, supra, at 394-396, 400

51. The overall legal or persuasive burden is on the defendant (in a defendant’s motion for
summary judgment) to establish the absence of a genuine issue for trial. However, in response to
the defendant’s material, the plaintiff, in the words of Rule 20.04(1), “must set out, in affidavit
material or other evidence, specific facts showing that there is a genvine issue for trial”. This has
been described as a requirement that the plaintiff put “its best foot forward™; the motions judge is
entitled to assume that the evidence presented by the plaintiff is the best available and that the
plaintiff will not produce further or better evidence at trial. Consistent with this, the Supreme

Court of Canada has emphasized that:

A summary judgment motion cannot be defeated by vague
references to what may be adduced in the future, if the matter is
allowed to proceed. To accept that proposition would be to
undermine the rationale of the rule. A motion for summary
Jjudgment must be judged on the basis of the pleadings and
materials actually before the judge, not on suppositions about what
might be pleaded or proved in the future.

Canada (Attorney General) v. Lameman, 2008 S.C.C. 14, at para.
11

Hi-Tech Group Inc. v. Sears Canada Ine. (2001), 52 O.R. (3d) 97
(C.A.) at 104, para. 30
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45, On April 28, 2005, Union, through counsel, responded to M. Snopko and W. McMurphy.
In its letter Union advised that it was Union’s position that these claims for crop loss damages
were or could have been made during the Storage Compensation Hearing and, as such, formed
part of the parties settlement. Again, Union copied the Board as well as counsel for the LCSA.

There was no response to this letter.*?

E. The 2009 Compensation Agreement
46.  Beginning in early 2007, Union had discussions with the LCSA regarding compensation

for the period 2009 to 2013. These discussions were successful and resulted in an agreement

between the LCSA and Union.*

47.  On April 3, 2007, the plaintiffs, E. Knight and L. Knight, accepted the terms agreed to by
the LCSA and entered into a further agreement with Union on compensation payable to them for

_ the period 2009 to 2013.%

PART HI - ISSUES AND LAW

48.  The issue on this motion is whether any of the plaintiffs’ claims give rise to a genuine -
issue for trial. Itis Union’s position that they do not, and permitting the plaintiffs to proceed |
with their action would be a failure of procedural justice. What follows is a discussion of the

relevant legal principles and an application of those principles to the plaintiffs’ claims.

A, Applicable Principles

49.  Summary Judgment. The purpose of the summary judgment procedure under Rule 20

(on a motion by the defendant) is to remove from the process leading to trial claims in respect of
which it is clearly demonstrated that a trial is unnecessary. The procedure is a recognition that
where a trial would serve no purpose, to require a defendant to submit to the inconvenience,

expense and delay associated with a trial would be a failure of procedural Justice.

“ Wachsmuth Affidavit, para. 42, Compendium, Tab S, p. 50
* Wachsmuth Affidavit, para, 43, Compendium, Tab 5, p. 50
“ Wachsmuth Affidavit, para. 44, Compendium, Tab 5, p- 50-51
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39. For their part, M. Snopko and W. McMurphy did not initially accept Union’s offer. In
July and October of 2004, they wrote to the Board to demand additional compensation. M.
Snopko sought additional compensation in respect of the roadways on her property while W.

McMurphy sought additional storage lease payments.*’

40.  Also, in October 2004, John Snopko, M. Snopko’s spouse, wrote to Union as the Edys
Mills Pool’s designated representative to demand oil royalties in respect of oil production from

the Edys Mills Pool notwithstanding that production had ceased in 1993,

41.  Union, through counsel, responded to the Board to the above letters on November 23,
2004 denying that M. Snopko and W. McMurphy were entitled to any further compensation.>®
Union’s letter was copied to M. Snopko and W. McMurphy, as well as counsel for the LCSA.

42.  On January 26, 2005, M. Snopko accepted Union’s offer to pay her compensation
pursuant to the Compensation Order. And, later that month, W. McMurphy also accepted

Union's offer.*’ The plaintiffs’ agreements with Union are referred to collectively as the
“Compensation Agreements”.
43.  All of the Compensation Agreements provide that the compensation reflects just and

equitable compensation for storage rights for the period 1999 to 2008, reflects the Compensation

Order and covers all claims for compensation that were or could have been raised in the Storage

Compensation Hearing.*!

44.  In April 2005, M. Snopko and W. McMurphy again wrote to Union, this time to demand
compensation for crop loss for the period 1996 to 2004 and 1993 to 2004, respectively.*

*  Wachsmuth Affidavit, para. 37, Compendium, Tab 5, p. 49

¥ Wachsmuth Affidavit, para. 36, Compendium, Tab 5, p. 50;
Supplementary Affidavit of Bill Wachsmuth, paras. 1-2, Compendium, Tab 6, p.- 52

**  Wachsmuth Affidavit, para. 38, Compendium, Tab 5, p. 50

*  Wachsmuth Affidavit, para. 39, Compendium, Tab 5, p. 50

** Supplementary Affidavit of Bill Wachsmuth, para. 2, Compendium, Tab 6, p. 52;
Wachsmuth Affidavit, Compendium, Tab 5, p. 50

" Compensation Agreement, Compendium, Tab 27, p. 259
“? Wachsmuth Affidavit, para. 41, Compendium, Tab 3, p. 50

3
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35. By Order dated March 2004, the Board approved the parties’ settlement and determined
that 1t represented just and equitable compensation under the Act (“the Compensation Order”).*!
As set out in the Compensation Order, this compensation had the following annual components:

an amount per acre for each “inside acre”, defined as an acre within the boundary
of a designated storage area, such amount being for the lease of storage, and for

petroleum and natural gas rights;

L 4

an amount per acre for each “outside acre”, defined as an acre of land on a
property severed by a boundary of a designated storage leased by Union such
amount being for the lease of storage, and for petroleum and natural gas rights;

. if applicable, an amount per acre of roadway on land owned by a landowner
holding a roadway agreement, such amount being for the lease of land for
facilities and in respect of all damages, including disturbance, loss of opportunity,

and crop loss; and

if applicable, an amount for each wellhead on land owned by a landowner in the
designated storage area, such amount being for the lease of land for facilities and
in reﬂsect of all damages, including disturbance, loss of opportunity, and crop

loss.

36.  Subsequent Correspondence and the Plaintiffs’ Compensation Agreements. F ollowing
the Storage Compensation Hearing, and consistent with the terms of an undertaking given by
Union to the Board and the Board’s decision on standing, Union extended to all non-LCSA
members, and those members who did not receive full standing, an offer to be paid the same

compensation as that provided in the Compensation Order.>

37.  Asamember of the LCSA with standing, M. Snopko received a payment in respect of the
wellheads on her property.* As agreed by counsel for the LCSA, she did not receive a payment
for roadways.”

38.  In August 2004, E. Knight and L. Knight accepted Union’s settlement offer to pay them

compensation pursuant to the Compensation Order.*®

' Wachsmuth Affidavit, para. 33, Compendium, Tab 5, p. 49
¥ Compensation Order, Compendium, Tab 21, pp. 223-237

¥ Wachsmuth Affidavit, para. 34, Compendium, Tab 5, p. 49

* Compensation Order, Compendium, Tab 21, p. 226
" Letter dated November 23, 2004, Compendiur, Tab 26, pp. 243258
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Ontario Energy Board Act, 1998, c. 15, Sch. B, 5. 38(3)

36.  Within its jurisdiction, the Board has authority to hear and determine all questions of law
and of fact. Even where the parties have entered into an agreement, the jurisdiction of the Board
extends to determining the rights of the parties under that agreement and whether those rights

have been complied with.

Re Wellington and Imperial Oil Ltd., [1970] 1 O.R. 177 (HCJ)
Ontario Energy Board Act, 1998, c. 15, Sch. B, s. 19(1)

57. Anappeal lies to the Divisional Court from any order of the Board as to compensation
(s. 38(4)).
Ontario Energy Board Act, 1998, s. 38(4)

58. Limitation Period, The Limitations Act, 2002 (the “LTA”) sets out a basic limitation
period that applies to all claims, unless stated otherwise in the LTA. The basic limitation period
is two years after the date on which the claim was discovered. Under the LTA, aperson is
presumed to have discovered his or her claim on the date on which the alleged act took place

unless the contrary is proven.
Limitations Act, 2002, c. 24, Sch. B, ss. 4-5

39.  The LTA replaced the former Limitations Act (the “Former LTA”) pursuant to which
claims for breach of contract, negligence and nuisance were subject to a 6 year limitation period.

Limitations Act, R.S.0. 1990, c. L 15, s. 45(1)(g)

60.  The LTA contains transition rules covering claims based on acts which took place prior
to 2002 and in respect of which no proceeding had been commenced prior to J anuary 1, 2004. In
substance, these rules provide that where the claim was discovered prior to 2004, the Former
LTA applies, and for claims discovered subsequent to 2004, the LTA applies.

Limitations Act, 2002, c. 24, Sch. 24, 5. 24(5)
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52. Self serving affidavits that merely assert propositions without detail or supporting
evidence are not sufficient to create a genuine issue for trial.

Rozin v. Hitchev et al. (2003), 66 O.R. (3d) 410 (C.A)at 414,
para. 8

53.  Indeciding whether the defendant has succeeded in establishing that there is no genuine
g issue for trial, the motions judge must take a hard look at the merits and is entitled, in that
i

connection, to make inferences of fact based on the undisputed facts before the court, as long as

the inferences are strongly supported by the facts.
Canada (ditorney General) v. Lameman, supra, at para. 11

54.  Jurisdiction of the Board. In Ontario, the storage of natural gas is regulated by the
Board pursuant to the Act. Under the Act, the Board has broad, exclusive jurisdiction to:

(a) designate an area as a gas storage area for purposes of the Act (s. 36.1);

E (b) prohibit any person from injecting gas for storage into a geological formation

unless the formation is within a designated gas storage area, and unless
authorization to do so has been obtained from the Board (ss. 37 and 38(1)); and

(c)  require any person authorized to store gas to pay to the owners of any right to

store gas in the designated storage area (i.e. the landowners) just and equitable

compensation:

L T

(1) in respect of the storage right; and

(i)  for any damage necessarily resulting from the exercise of the authority

E given by the Board or authorizing the storage of gas (s. 38(2)).
Ontario Energ){ Board Act, 1998, ¢. 15, Sch. B, ss. 36.1-38

55.  The Act provides that no action or proceeding lies in respect of compensation payable

under the Act and, failing agreement, the amount of compensation shall be determined by the

Board (s. 38(3)).

3
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B. Application of Principles to the Plaintiffs’ Claims

The Board has Exclusive Jurisdiction over the Plaintiffs’ Claims

61.  However framed, the plaintiffs claims all suffer from the same fundamental flaw; they all
arise from Union’s operation of the Edys Mills Pool and, therefore, are precluded by the Act.
For example, the plaintiffs’ claim for breach of contract alleges that “as a result of” Union’s
storage operations, the plaintiffs have suffered crop loss and other damages. Similar allegations
are made in support of the claims in negligence and nuisaﬁce. Under s. 38(3) of the Act, these
claims must be brought to the Board, and cannot be the subject of a civil proceeding.

62.  Asdiscussed, the thrust of sections 36.1 to 38 of the Act is to confer on the Board
exclusive jurisdiction over the storage of natural gas including the compensation payable by a
storage operator (i.e. Union) to landowners for damages resulting from the storage operation. In
exercising its jurisdiction, the Board has the power to hear and decide all questions of fact and of

law. There is a statutory right of appeal to the Divisional Court from any decision of the Board.

63.  In the present case, the plaintiffs do no appear to dispute the fact that their claims arise
from Union’s operation of the Edys Mills Pool. Rather, the plaintiffs argue that the restriction in
section 38(3) against civil proceedings only applies where the parties have not entered into an

agreement regarding compensation. This argwment 1s without merit.

64.  The Board’s exclusive jurisdiction exists whether or not the parties have entered into an
agreement regarding compensatioh. In other words, properly interpreted, section 38(3) prccludcs
any proceeding for compensation whether or not the parties have an agreement. Where no
agreement exists, compensation is determined by the Board. Where, as here, the parties have an

agreement, compliance with that agreement is also a matter for the Board.

65.  In Re Wellingron, this Court considered, and rejected, the argument advanced by the
plaintiffs. In that case, the applicants, who were parties to oil and gas leases, sought a
declaration as to their rights under those agreements. Afier considering the predecessor to

section 38(3), this Court dismissed the application and held that the section precluded any claim

for relief. In doing so, the Court stated:

28



- 18-

“Now, it is true that the issue between the parties may require the
consideration and construction of the gas leases and unit operation
agreement. But whatever may be the form of the issue presented
to me, it seems to me it is in substance a claim for compensation in
respect of a gas right and damages necessarily resulting from the
exercise of the authority given by virtue of the Ontario Energy

Board.

.-

It seems to me that the language of 5. 21(3) is the language of
obligation and not of alternative remedy. The right to
compensation and the remedy exist together in s. 21. Subsection
(3) of 5. 21 of the Act provides in the widest and unqualified terms,
that, “no action or other proceeding has in respect of such
compensation and, failing agreement, the amount thereof shall be
determined by a board of arbitration...”.

Re Wellington, supra, paras. 27 and 30

66.  The plaintiffs’ claim for damages on the basis that Union is storing gas on their property
without a contract underscores Union’s position. As part of that claim, like in Re Wellington, the
plaintiffs first seek a determination of their rights under the Gas Storage Leases (i.e. that these
were terminated by them in April 2006). They then proceed, based on this determination to
claim damages (presumably for trespass). The problem with this argument is that even under the
plamtiffs’ interpretation of the Act, where no agreement between the parties exists, compensation
shall be determined by the Board. In other words, on the plaintiffs’ interpretation of s. 38(3), this
Court would be entitled to grant a declaration that the Gas Storage Lease had been terminated
but could not award compensation. This perverse result could not have been intended by the

Legislature and, as set out above, was rejected in Re Wellington.

67.  In any event, the claim that Union is storing gas without a contract, and the claim for

unjust enrichment suffer from another flaw. That is, they are precluded by the Designation

Order.

68.  Asdiscussed above, pursuant to the Designation Order, Union obtained the right to inject,

store and remove gas from the Edys Mills Pool. This ri ght is not dependent upon any underlying

‘contractual relationship between the parties. Therefore, even if the plaintiffs could seek a

declaration that the Gas Storage Leases were terminated (which is denied), they would have no

29
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claim that Union was storing gas on their property unlawfully. Rather, they would have a

statutory claim to the Board for compensation.

69.  Similarly, to make out their claim that Union has been unjustly enfiched by storing gas on
their property, the plaintiffs must be able to establish the absence of a juristic reason for this

enrichment. However, the Designation Order is such a reason and the plaintiffs’ claim must,

therefore, fail.

The Flaintiffs Have Agreements Regarding Compensation

70.  Even ifthe plaintiffs could bring their claims, they have already entered into agreements,
the Compensation Agreements, which provide for Just and equitable compensation for damages
arising from Union’s storage operations. These agreements, which have not been impugned,
supplant the compensation provisions contained in the Gas Storage Leases and fully cover all
aspects of the plaintiffs’ claims for damages. The Compensation Agreements provide that they
reflect the terms of the Compensation Order approved by the Board and cover all claims that
were or could have been raised in the Storage Compensation Hearing. As described above, these
claims included the claims for crop loss, disturbance damages (i.e. inconvenience), loss of ,

enjoyment of land and for storage and petroleum and natural gas rights.*

71.  The Compensation Agreements cover the period 1999 through to the end of this year and,
is the case of E. Knight and L. Knight, through to 2013.

The Plaintiffs’ Claims are Statute Barred

72.  In any event, the plaintiffs’ claims are largely time barred and must be dismissed. While
it is not entirely clear from the Statement of Claim, the plaintiffs’ claims appear to cover the
period from 1993 to the present. There is no issue as to the discoverability of those claims as the
plaintiffs have adduced no evidence on the issue. Even if they had, it would not raise a genuine
issue for trial. There is ample evidence in the record of examples of the plaintiffs being aware of

their claims and, in fact, asserting those claims to Union. For example, in respect of their claim

purported to retain her petroleum and natural gas rights. However, this

“ This may not apply to M. Snopko wha
cluded by s. 38(3) of the Act and the relevant limitation legislation.

aspect of her claim is, in any event, pre
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for lost oil royalties, the plaintiffs admit in the Statement of Claim that since 1994 they “have on

several occasions approached Union to resolve the oil product issue to no avail”.

73.  Asthe plaintiffs’ claims cover the period before and after 2004, the LTA and the Former
LTA both apply. Pursuant to the transition rules in the LTA described ahove, for all claims
discovered prior to 2004 the former 6 year limitation period applies, whereas, the two year
limitation period under the LTA applies to claims discovered subsequently to 2004. In short,
because the Statement of Claim was issued on January 29, 2008, this means that all claims
discovered before January 30, 2002, and all claims discovered after J anuary 1, 2004 (but not

after January 30, 2006) are time barred.

PART IV - ORDER REQUESTED

74.  Union respectfully requests an order dismissing the plaintiffs’ claims against it with

ALL OF)%S,RESPECTFULLY SUBMITTED
@, .

Crawfor@l G. Smith

Of counsel for the defendant, Union Gas Limited

COsts.




<
3

B

SCHEDULE A - LIST OF AUTHORITIES
Dawson v. Rexcraft Storage & Warehouse Inc. (1998), 164 D.LR. (4™) 257 (Ont. CA)

Ford Motor Co. of Canada Ltd. v. Ontario Municipal Employees Retirement
Board (1997), 36 O.R. (3d) 384 (C.A.)

Canada (Attorney General) v. Lameman, 2008 S.C.C. 14
Hi-Tech Group Inc. v. Sears Canada Ine. (2001), 52 O.R. (3d) 97 (C.A)at 104
Rozin v. Hitchev et al. (2003), 66 O.R. (3d) 410 (C.A.)

Re Wellington and Imperial Oil Ltd. [1970] 1 O.R. 177 (H.C.1)

H2



+
E
4

&

St it

TR

MR

SCHEDULE B - STATUTES

1. Ontario Energy Board Act, 1998, c. 15, Sch. B, ss. 19(1), 36.1-38, 5. 38(3), 5. 38(4)

PART I}
GAS REGULATION

Order of Board required
19. (1) The Board has in all matters within its jurisdiction authority to hear and determine all questions of law and

of fact. 1998, c. 15, Sched. B, 5. 19(1).

Gas storage aress
36.1 (1) The Board may by order,
(a) designate an area as a gas storage area for the purposes of this Act; or
(b} amend or revoke a designation made under clause (a). 2001, c. 9, Sched. F, s. 2 (2).

Trunsition

(2} Every area that was designated by regulation as a gas storage area on the day before this section came into
force shall be deemed to have been designated under clause (1) (a) as a gas storage area on the day the regulation
came into force. 2001,¢. 9, Sched. F, 5. 2 (2).

Probibition, gas sterage In undesignated areas

37. No person shall inject gas for storage into a geological formation unless the geological formation is within a
designated gas storage arca and unless, in the case of gas storage arcas designated after January 31, 1962,
authorization to do so has been obtained under section 38 or its predecessor. 1998, c. 15, Sched. B, s. 37; 2001, c. 9,

Sched. F, 5. 2 (3). :

Authority to store

38. (1) The Board by order may authorize a person to inject gas into, store gas in and remove gas from a
designatcd gas storage arca, and to enter into and upon the land in the arca and use the land for that purpose. 1998,

" ¢. 15, Sched. B, s. 38(1).

Right to compensation
(2) Subject to any agreement with respect thereto, the person authorized by an order under subsection (1),

(a) shall make to the owners of any gas or oil rights or of any right to store gas in the srea just and equitable
compensation in respect of the gas or oil rights or the right to store gas; and

(b) shail make to the owner of any land in the area just and equitable compensation for any damage necessarily
resulting from the exercise of the authority given by the order. 1998, c. 15, Sched. B, s. 38 (2).

Determination of amount of compensation
(3) No action or other proceeding lies in respect of compensation payable under this section and, failing
agreement, the amount shall be determined by the Board. 1998, c. 15, Sched. B, s. 38 (3).

Appeal
(4) An appeal within the meaning of section 31 of the Expropriations Act lies from a determination of the Board
under subsection (3) to the Divisional Court, in which case that section applies and section 33 of this Act does not

apply. 1998, c. 15, Sched. B, s. 38 (4); 2003, ¢. 3, 5. 31.
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2. Limitations Act, 2002, c. 24, Sch. B, ss. 4-5

BASIC LIMITATION PERIOD

Basic Emitation period
4. Unless this Act provides otherwise, a proceeding shall not be commenced in respect of a claim after the second

anniversary of the day on which the claim was discovered. 2002, c. 24, Sched. B, s. 4.
Discovery '
3. (I} A claim is discovered on the carlier of,
(2) the day on which the person with the claim first knew,
(1) that the injury, loss or damage had occurred,
(ii) that the injury, loss or damage was caused by or contributed to by an act or omission,
(iit) that the act or omission was that of the person against whom the claim is made, and
(iv) that, having regard to the nature of the injury, loss or damage, a proceeding would be an appropriate
means to seek {o remedy it; and
(b) the day on which & reasonable person with the sbilities and in the circumstances of the person with the claim
first ought to have known of the matters referred to in clause (a). 2002, c. 24, Sched. B, s. 5 (1).

Presumption
(2) A person with a claim shall be
the act or omission on which the cls

5.5(2).

presumed to have known of the matters referred to in clause (1) (a) on the day
im is based took place, unless the contrary is proved. 2002, c. 24, Sched. B,

3. Limitations Act, R.8.0. 1990, . L. 24, 5. 45(1)(g)

Limitstion of tine for commencing particular actions
45. (1) The following actions shall be commenced within and not after the times respectively hereinafier
mentioned,
(8)  an action for trespass to goods or land, simple contract or debt grounded upon any lending or contract without
specialty, debt for arrears of rent, detinue, replevin or upon the case other than for slander,

within six years after the cause of action arose,

44
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This is Exhibit “B” referred to in the
Affidavit of John Snopko

sworn before me, this /7 78ay of July, 2011.

—TCommissioner for T'ﬁfiﬁng}{th

R. Scott Gawley, Director of Corporate
Services/ Treasurer/ Deputy Clerk, Town
of Petrolia, a Commissioner for
taking affidavits in and for the County of
Lambton, Province of Ontario,
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COURT OF APPEAL FOR ONTARIO
COUR D'APPEL DE L'ONTARIO

Ontarto Energy Board

Legal Services and Board Secretary

Suite 2700, 2300 Yonge Strect
Toronto, Ontario, M4P 1E4

Attention: Ms. Marv Anne Aldred

)C},;),s L"U D

PLEASE ADCRESS ALL COMMUNICATIONS TO
ACRESSER TOUTE CCRRESFONDANCE A -

SENIOR LEGAL OFFICERJAVOCAT PRINCIPAL

OSGOODE HALL
130 QUEEN STREET WESTN30, RUE QUEEN OUEST

TORONTU, ONTARIC

MSH ZNS
Friday, January 22, 2010.
Sent by fax and ordinarv mail

Dear Ms. Aldred:

Re: Snopke, Marie et al v. Union Gas Ltd. et al
Court of Appeai for Ontario File No.: C49977

The above noted appeal, raising an issue as to the jurisdiction of the Ontario
Energy Board, was argued before a panel of the Court (Justices Sharpe, MacFarland and Watt) on
January 22", 2010. The panel has reserved its decision. The panel was informed that you are
aware of the proceedings and the jurisdictional issue upon which the Court is asked to pronounce.
At the conclusion of oral argument, the panel informed counsel that it would direct me to write to
you to afford you the opportunity to make written submissions as to the Ontario Energy Board’s
position on the jurisdictional issue if you wish to do so. In the event that you do provide the
court with submissions, those submissions will be made available to the parties and they will be

afforded Lhe opportunity to respond in writing.

If you wish to make any submissions to the Court, please do so within by February

10", 2010.

JHK /pp

c.c.: Mr. Donald R. Good
c.c.: Ms. Patricia D.S. Jackson
c.c.:  Mr. Crawford Smith

Yours truly,

(et

JOHN H. KROMEK/
senior Legal Office

Court of Appeal for Ontario

2%,
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This is Exhibit “C” referred to in the
Affidavit of John Snopko
sworn before e, this/2 day of J uly, 2011.

= ~
~Commissioner for TakingOaths

R. Scott Gawley, Director of Corporate

Services/ Treasurer/ Deputy Clerk, Town
of Petrolia, a Commissioner for

taking affidavits in and for the County of
Lambton, Province of Ontario.
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Office of the General Counset

Bureau de l=avocste en chef

Outario Energy Commission de I=Energie

Board de =Ontario

PO. Box 2319 C.P. 2319

2300 Yonge Street 2360, rue Yonge

27th Floor 27e étage Ontario

Toroate, ON M4P {E4
Telephone: (416) 440-7735
Facsimile: (416) 440-7656

Toronto (ONY M4P 1E4
Téléphone: (4163 440-7735
Télécopieur: (416) 440-7656

February 10, 2010

Sent by Email and Courier

John.Kromkamp@ontario.ca

Court of Appeal for Ontario
Osgoode Hall

130 Queen Street West
Toronto, ON M5H 2N5

Attention: Mr. John Kromkamp

Dear Mr. Kromkamp:

Re: Snopko, Marie et al v. Union Gas Ltd. et al
Court of Appeal for Ontario File No. C49977

Thank you for your letter dated January 22, 2010. The Board appreciates the
opportunity to make submissions to the Court regarding this matter.

The Board has reviewed the factums of both the Appellant and the Respondent, and is
generally familiar with the fact situation giving rise to the appeal and the original action.
That being said, the Board does not have detailed knowledge regarding any of the
particulars in the proceeding currently before the Court, and will therefore restrict its
comments to a higher level discussion of the Board’s views concerning its jurisdiction in
section 38 matters. We hope that this will be of some assistance to the Court.

The Board is pleased to make a brief submission on its practice with regard to section
38 matters under the Ontario Energy Board Act, 1998. Section 38 states:

38. (1) The Board by order may authorize a person to inject gas
into, store gas in and remove gas from a designated gas storage
area, and to enter into and upon the land in the area and use the

land for that purpose.
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Right to compensation

(2) Subject to any agreement with respect thereto, the person
authorized by an order under subsection (1),

(a) shall make to the owners of any gas or oil rights or of any
right to store gas in the area just and equitable compensation in
respect of the gas or oil rights or the right to store gas; and

{b) shall make to the owner of any land in the area just and
equitable compensation for any damage necessarily resulting
from the exercise of the authority given by the order.

Determination of amount of compensation

(3) No action or other proceeding lies in respect of compensation
payable under this section and, failing agreement, the amount
shall be determined by the Board.

The Board typically considers the following questions when dealing with applications
under s. 38:

1.

Will appropriate safety requirements for proposed injection/withdrawal activities
be ensured?

Have the proposed storage wells been appropriately designed and are
construction and maintenance plans in order?

Wil all relevant codes and standards be followed?

Is the proposed maximum operating pressure safe and prudent?
What are the potential impacts of injection/withdrawal activities?
Are the proposed mitigation programs appropriate?

Is the applicant a capable prospective storage operator in terms of technical and
financial capabilities to develop and operate the proposed storage facilities?



8. Is the applicant appropriately accountable for losses or damages occasioned by
its activities?'

The specific issue of the scope of the Board’s section 38 jurisdiction has not arisen
frequently before the Board. In Board file E.B.O. 64(1)&(2) (decision dated July 186,
1982) ("Bentpath”), the Board considered its jurisdiction to determine compensation
under 21(2) of the old Ontario Energy Board Act. Section 21(2) is nearly identical to
section 38 in the current Onfario Energy Board Act, 1998. The only difference between
the wording in the old Act and the current Act is the inclusion of the word “fair” in

subsection 21(2)(a) and (b) of the oid Act:

(2) Subject to any agreement with respect thereto, the person
authorized by an order under subsection (1),

(a) shall make to the owners of any gas or oil rights or of any
right to store gas in the area fair, just and equitable
compensation in respect of the gas or ail rights or the right to
store gas; and '

(b) shall make to the owner of any land in the area fair, just and
equitable compensation for any damage necessarily resulting
from the exercise of the authority given by the order. [Emphasis

added.]

A copy of the Bentpath decision is attached. In that case, Union Gas Ltd. had executed
certain documents with landowners which Union claimed vested certain storage rights in
Union. The landowners disputed this, and sought a finding from the Board regarding
the appropriate amount of compensation irrespective of what the documents provided.
Some of the landowners pleaded non est factum, in that they alleged misrepresentation
by Union with respect to the implications of executing the disputed documents. The
Board expressed the issue before it as follows:

In the instant case the Board is being asked by a number of
Applicants to determine fair, just and equitable compensation
under section 21, subsections 2 and 3 of the Act. Before the
Board can make such determination, it must ascertain what the
subsisting rights of the parties are and in order to do this, it must
ascertain if there are valid agreements in effect. If the

1 Decision with Reasons, EB-2006—0162/EB—2006—0163/EB-2006-0IMEB—ZO%OIéSEB-ZO%OI66/EB_2006-
0167 (February 13, 2007).



g

agreements are valid the Board has no jurisdiction to determine
compensation in respect of these Applicants. In short, the issue
is: does the Board have jurisdiction to determine the validity of a
written contract, a power usually reposing with a s. 96 court.?

Ultimately the Board found that the power to determine the validity of contracts
(including the claims of non est factum) was within its section 21 powers. In making its
decision, the Board relied in part upon the Divisional Court case Union Gas Lid. v.

Township of Dawn, in which Keith J. stated:

in my view the statute makes it crystal clear that all matters
relating to or incidental to the production, distribution, transmission
or storage of natural gas, including the setting of rates, location of
lines and appurtenances, expropriation of necessary lands and
easements are under the exclusive jurisdiction of the Ontario

Energy Board...’

Although the Bentpath case does not speak directly to the issues that are currently
before the Court, it does demonstrate that, generally speaking, the Board has taken a
broad view of its section 38 powers including considering the validity of the

‘- compensation contracts as in the Bentpath case.

To the extent that the Court rejects the appeal of the plaintiffs on the basis that the
Board has exclusive jurisdiction over the matters identified in the Appellants’ original
statement of claim, and that the Appellants subsequently make an application for relief
to the Board, the Board would certainly take note of the decision of the Court if any
question regarding the Board’s jurisdiction arose. The Board is of course bound by any

direct findings by the Court regarding its jurisdiction.

Yours truly,

S AMAS A

Kirsten Walli
Board Secretary

c.c.: Mr. Donald R. Good ~ farmlaw@on.aibn.com v
c.c.: Ms. Patricia D.S. Jackson - tjackson@torys.com
c.c.: Mr. Crawford Smith — csmith@torys.com

2 Bentpath, p. 32
315S0R. 2% 722, atp. 731. Quoted on p. 32 of the Bentpath decision.
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This is Exhibit “D” referred to in the
Affidavit of John Snopko

sworn before me, this/ 77 8ay of July, 2011.

- Comnﬁssione%’l‘aki%ﬂﬁths

R. Scott Gawley, Director of Corporate
Services/ Treasurer/ Deputy Clerk, Town
of Petrolia, a Commissioner for
taking affidavits in and for the County of
Lambton, Province of Ontario.

53



Court File No. C49977

COURT OF APPEAL FOR ONTARIO

THE HONOURABLE JUSTICE SHARPE WEDNESDAY, THE 7TH
THE HONOURABLE JUSTICE MACFARLAND

THE HONOURABLE JUSTICE WATT JI.A. DAY OF APRIL, 2010
BETWEEN:

MARIE SNOPKO, WAYNE MCMURPHY, LYLE KNIGHT

and ELDON KNIGHT
Plaintiffs
(Appellants)
-and -
UNION GAS LTD. and RAM PETROLEUMS LTD.
Defendants
(Respondents)

ORDER

THIS APPEAL, by the Appellants, Marie Snopko, Wayne McMurphy, Lyle Knight and
Eldon Knight, from the judgment of Justice John A. Desotti of the Superior Court of Justice,
dated January 6, 2009 for an order setting aside the judgment of Justice Desotti and dismissing
the respondent, Union Gas Limited’s, motion for summary judgment was heard on January 22,
2010, at Toronto, in the presence of counsel for the Appellants and counsel for the Respondent,

Union Gas Limited.

ON READING the Appeal Book and Compendium, the facta of the Appellants and
Union Gas Limited, and the written submissions of the Ontario Energy Board and the
supplementary submissions of the Appellant and Union Gas Limited, and on hearing
submissions of lawyers for the Appellanis and Union Gas Limited, and judgment having been

reserved until this day.

5H
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L THIS COURT ORDERS that the appeal be and is hereby dismissed.

2. THIS COURT ORDERS that the Appellants pay to Union Gas Limited its costs fixed in
the amount of $7,306.73, inclusive of GST and disbursements.

THIS ORDER BEARS INTEREST at the rate of 2 percent per year commencing on
April 7, 2010.

-

ENTERED ATANSCRIT A TORONTO (‘Diw\k avling

ON/BOCK NOQ: Registrar Court of Appeal for Ontario
LE/DANS LE REGISTRE NO:
JUN 0 12010



swreotjddy 107 103101708

YOPL-8TT-E19 -XB
9L96-87T-€19 B_L

[€STIT "ON DNST
“3v'd ‘poon) g pruo(y

£V HZM ‘NO ‘emeng

LOT 9mg ‘0ov]d uophoy ¢

muozuzom ﬁ:.a muﬁmﬁbwm

NOILVIOJIIO)D

TVYNOISS3J0¥d V 00D ¥ ATVNOA

(1107 ‘Tz auny patep
UONIOJAT JO SOTION S, pantmry sen uoruy) :0y)
Y (1102,,//AInf utomg)

OMJONS NHO[I A0 LIAVAIAAV

"PRNWITY SWNOJOIIR WEY] PUB P SBO) o
W01 PaAIadal aarY 01 pepnue ore syueoriddy oyy uonesusdurod
Jo wmuenb s Burumuumep preog ot 30 19p10 u® 101 ‘g661
‘O'S '8661 WY preog AS1oug owrwug oy jo (7)ss Ho1I00s
1opun Y3y uoplg pue ySmry oA ‘Aydmpopy oukes
‘oydoug auwiy £q uoneondde we 4o HALLVIN THL NI ANV

‘PATRUTULIY) USDQ FARY PANLUT] SUIND{ONa g ey payuny
seD) uomf) pue swesnddy oy wsomieq ‘vouesnddy P P
Pay ‘s1oenuod sy ey Sururuuelop pIeog oy JO 19pI0 Uv IO}
‘8661 "O’S '8661 WV preog ABISUF OLBIUQ Y1 JO 6] UOnOLS
Topun wgdnry uoply pue Sy oA ‘Aydmpop sukes
‘oxdoug sumpy Aq uorreondde ue 4O WALLVIA AL NI NV

(€ 2MpYIs) 6T 9 ‘8661 'O’S
8661 "WV preog AZ1oug oumu AN JO YALLVIA HHIL NI

LROO-110Z-94



TAB 3



1
§

|77 |

Court File No. 5021/08

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

MARIE SNOPKO, WAYNE MCMURPHY, LYLE KNIGHT and ELDON

KNIGHT
Plaintiffs
-and-
UNION GAS LTD. and RAM PETROLEUMS LTD.
Detfendants

AFFIDAVIT OF WAYNE MCMURPHY
[, WAYNE MCMURPHY of the Township of Dawn-Euphemia, in the Province of
Ontario, MAKE OATH AND SAY:
1. ['am one of the plaintiffs in this action and as such [ have knowledge of the matters to
which [ herein depose. Where my knowledge is based on information from others, I have

stated the sources of my information and believe it to be true.

2. In paragraph 1 of the affidavit of Bill Wachsmuth (“Union’s affidavit™) Bill Wachsmuth

states that he has been employed by Union Gas Limited (“Union”) since 1990. It is worth
noting that the Lease Agreements in dispute between the plaintiffs and their predecessors

and Union date back to the early 1970s, long before Bill Wachsmuth was employed by

5¢
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Union.
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3. The remainder of this affidavit is organized in the same manner as Union’s affidavit.

Specifically, this aftidavit is organized as follows:

A)

B)

0

D)

E)

The Action - This section briefly described the parties, the claims by the

plaintiffs and Union’s defences.

The Petroleum and Natural Gas (“PNG”) Leases, the Gas Storage Leases
and Consent Agreement - This section describes the PNG Leases, the Gas

Storage Leases and Consent Agreement at issue in the Action.

The Storage Designation Hearing - This section describes the storage
designation conducted by the Board, the plaintiffs’ participation in that
hearing and the roadway agreements entered into by certain of the

plaintiffs.

The Storage Compensation Agreement - This section describes the 2004

Storage Compensation Agreement reached between the LCSA and Union

and the claims advanced by the LCSA.

2009 Compensation Agreements - This section describes the agreements



i
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entered into by the plaintiffs, Lyle Knight and Eldon Knight, for

compensation in respect of the period 2009 to 2013.

A) The Action

4. The detendant, Union, is a Canadian natural gas utility with a head office in the City of

Chatham, in the Province of Ontario.

5. The plaintiffs are landowners in a rural area near the Township of Dawn-Euphemia, in the

Province of Ontario. The plaintiffs’ land forms part of the Edys Mills Storage Pool.

6. The plaintiffs were members of the Lambton County Storage Associate (“LCSA™).
However, despite being members of the LCSA, a group of approximately 160
landowners, the plaintiffs were viewed as individual landowners by both the Ontario

Energy Board (“OEB™) and Union.

7. Contrary to the statement in paragraph 8 of Union’s affidavit Leonard McMurphy is not a

tenant on Marie Snopko’s property. I have been Marie Snopko’s tenant since 1994.

8. Attached to this affidavit and marked as “Exhibit A™ is a copy of the Statement of Claim

issued against Union.

54
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Our Statement of Claim seeks damages against the defendants for breach of contact,

negligence, unjust enrichment and nuisance.

10.  Attached to this atfidavit and marked as “Exhibit B” is a copy of Union’s Statement of

Defence denying liability.

I1.  Attached to this affidavit and marked as “Exhibit C” is a copy of our Reply to Union’s

Statement of Defence. It is our position, as set out in our Reply, that:

A) Union is storing gas without a contract. Particulars of this claim are
as follows:
) The Gas Storage Leases are subject to the PNG

1ii)

Leases. The Gas Storage Leases explicitly state that
certain PNG Leases are adopted and ratified in
every respect.

All of the PNG Leases have a termination provision
that states if crude oil and natural gas production are
discontinued for 300 days the landowners can
terminate the Lease Agreement by giving notice in
writing,

Crude oil production and natural gas production was

discontinued for over 300 days. As such, the

-4-
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plaintiffs exercised their right to terminate the Lease
Agreements by providing notice in writing to the

defendants on April 25, 2006.

Contrary to Union’s claim our action is not time barred. As long as
facilities for oil production were in place the possibility of oil
production existed. By 2006 the other plaintiffs concluded that no
oil was going to be produced in the near future. As such, on April
25,2006 we exercised our right to have the defendants surrender
all their interests. This is the date our cause of action arose. Our
claim was issued on January 29, 2008, within two years of the time

the cause of action arose.

Contrary to Union’s claim the OEB does not have exclusive
Jurisdiction to hear this Action. As Union’s own lawyers have
argued the OEB does not have jurisdiction to deal with
compensation issues if the amount of compensation is already in an
existing contact, as it is in this case. The Ontario Superior Court of
Justice has the jurisdiction to hear this action and interpret the

contracts in dispute.



RE4

B) The PNG Leases, Gas Storage Leases and Consent Agreement

12. [n the mid 1970s the plaintitfs, and in some cases their predecessors, entered into PNG

Leases with the defendant, Ram Petroleums Limited (“Ram™). Attached to this affidavit

and marked as “Exhibits D to I" are copies of the PNG Leases executed by the plaintiffs

A) The landowners will receive from Ram a royalty of 1/8th of all

a or their predecessors. Among other things the PNG Leases provided as follows:
% crude oil and natural gas that was produced, saved and marketed, at

market price;

B) The rights the agreements give to Ram cannot be sold, transterred

i or assigned without the written consent of the landowners; and

C) If crude oil and natural gas production is discontinued for 300 days
the landowners by written notice can have Ram “surrender ALL

their interest™.

13. In October 1987 the plaintitfs entered into a Gas Storage Leases with Ram. Attached to

this atfidavit and marked as “Exhibits J to N” are copies of the Gas Storage Leases

executed by the plaintiffs or their predecessors. Among other things the Gas Storage

Leases provided as follows:

Gl
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A) Certain PNG Leases are adopted and ratified in every respect;

B) Ram is to provide the landowners with a 10% profit share of all of
Ram’s earnings from the storage operations. However, if the Gas
Storage Leases are assigned to a third party the third party is not

bound by the protfit share clause; and

O) Ram cannot assign the Lease to a third party without the

landowners written permission.

Our position is that since the PNG Leases are adopted and ratified in every respect the
termination provisions from the PNG Leases are adopted and remain in full force and
effect. As such, when no oil was produced for over 300 days the plaintifts had the right to
terminate both the PNG Leases and the Gas Storage Leases. This is what we did on April

25,2006. As such, Union no longer has a contract to store gas on our property.

The plaintiffs entered into a Consent Agreement in August 1989 permitting Ram to
assign the PNG and Gas Storage Leases to Union. As a result of the assignment of the
Lease from Ram to Union the plaintiffs lost their 10% protit share. The plaintiffs agreed
to the assignment because we were told we would be receiving significant crude oil
royalty payments if we consented to the assignment. Shortly after Union’s gas storage

operation commenced oil production, and royalty payments to the plaintiffs, ceased.

-7-
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It is the plaintiffs position that the Consent Agreement to Union is not valid as the
plaintiffs were induced to enter into the agreement by a misrepresentation by Ram that oil
production would continue and in fact would be enhanced by the gas storage operation.
We have lost millions of dollars in profit share payments as a result of being induced to

enter into the Consent Agreement through a misrepresentation.

The continued production of oil was not extinguished by the Consent Agreement. In fact,
this remained vital to the continuing validity of all the Lease Agreements and was the

reason the plaintiffs agreed to enter into the Consent Agreement.

Union’s storage operations have adversely affected oil production. Union has not
maintained steady pressure levels making oil removal from the ground impractical. As a
result of Union’s actions the plaintifts have lost significant amounts of money in lost oil

royalties.

We also dispute that Union is in fact a true “third party” as required in the Gas Storage
Lease agreements to relieve Ram of the obligation to provide the landowners with a 10%
profit share. We believe that all Lease Agreements were not assigned to Union as the
Consent Agreement indicates. Additionally, we believe a partnership existed between
Union and Ram as Ram retained the right to oil production via duplicate PNG Leases and
an Oil Sub-Lease when Ram assigned Union the Gas Storage Leases and certain PNG

Leases. If the Court agrees and finds Union is not a true “third party” the defendants will

-8-
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owe the plaintiffs a 10% profit share on all profits made by Union since they first began

their gas storage operation in our lands in the early 1990s.

C) The Storage Designation Hearing

20.  The plaintiffs do not dispute the fact that the OEB established the Edys Mills Storage
Pool as a designated storage area in 1992. Our position is that Union has lost all of its
interest, part of which are contractual rights with the plaintiffs to store gas in our
property. The defendants have not fulfilled the contractual obligations owed to the

plaintiffs under the various Lease Agreements.
D) The Storage Compensation Agreement

21. Union attempted and was largely successful in denying the plaintiffs standing at the
Storage Compensation Hearing in 2004. Specifically, Union argued that the plaintiffs do
not haifg/sga_gdmgjggplﬂ\y to the OEB for just and equitable compensation because of

-
their existing contacts with Uni%

22. This is consistent with Union’s arguments in past OEB hearings where Union has
repeatedly argued landowners with Lease Agreements with Union do not have standing
betore the OEB to seek just and equitable compensation under section 38 of the Ontario

Energy Board Act.

(5
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24.

25.

26.

27.

730
Attached to this affidavit and marked as “Exhibit O™ is an excerpt from a status hearing

where Union’s lawyer, Mr. Sulman, argued landowners with private contract have no

standing before the OEB to seek just and equitable compensation.

Union now is taking the opposite approach in this litigation arguing the OEB has
exclusive jurisdiction to interpret private agreements made between the plaintiffs and

Union.

The plaintitfs position is that the Superior Court of Justice is the proper Court to interpret
the contracts that exist between the plaintiffs and the defendants and to determine if the
contracts have been rescinded by the plaintiffs. This position is substantiated by the OEB

decision on standing during the 2004 compensation hearing.

The relevant portion of the OEB’s decision on standing at the compensation hearing is
attached to this affidavit and marked as “Exhibit P”. As indicated in the OEB’s decision
Union’s position at the hearing was that the Gas Storage Leases are agreements that
precluded Colin McMurphy and Marie Snopko from obtaining an order for compensation

under section 38 of the Ontario Energy Board Act.

The OEB agreed with Union and found that Colin McMurphy and Marie Snopko are not
eligible for an order of the OEB determining just and equitable compensation. The OEB

did however find Marie Snopko had standing as an applicant on the issue of well

-10-
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29.

30.
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payments. The OEB also gave Marie Snopko standing on the issue of laneway payments

but with the caveat that her compensation might not change.

The LCSA application to the OEB for just and equitable compensation settled before the
hearing began. However, the settlement did not apply to the plaintiffs as we did not have

standing betfore the OEB on acreage payments.

Subsequently, Marie Snopko entered into an individual contract with Union which
provided a storage payment. The contract did not provide a laneway payment. [ accepted

a similar contract. Lyle and Eldon Knight also signed a similar contract with Union.

It is my opinion that the doctrine of res judicata or abuse of process does not apply to our
claim. At no time did we commence a claim to the OEB or any Court or Tribunal for the
claims made in our statement of claim. At the compensation hearing, where we were
denied standing as the OEB did not have jurisdiction over the matter, we were seeking
just and equitable compensation for Union’s gas storage operation. The only issue where
Marie Snopko was given standing was for her claim for increased well payments. There is

“

no claim for increased well payments being made in this Action.

The new agreements the plaintiffs entered into with Union are attached to this affidavit
and marked as “Exhibits Q to U”. A review of these agreements clearly shows that these

agreements do not cover any of the claims being made in this Action.

-11-
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Our current claim is for, among other things, breach of contact, negligence, unjust
enrichment and nuisance. None of these issues have ever been put before the Courts or

the OEB.

The plaintifts Eldon and Lyle Knight did enter into a Compensation Agreement with
Union in 2007. A copy of the agreements entered into by Eldon and Lyle Knight are

attached to this affidavit and marked as “Exhibits V to X".

The Compensation Agreement Eldon and Lyle Knight entered into provides slightly
increased acreage, wellhead and roadway payments. The agreement does not cover the
claims being made in our current action.

None of the other plaintiffs have entered into similar Compensation Agreements.

I swear this atfidavit in support of our defence to Union’s motion for summary judgment

and for no other or improper purpose.

Sworn before me at the
City of Darni Wéfﬁﬁ JM /
on October &, 2008 )

WAYNPMCMURPHY

A commissionepétc.

-12-
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Court File No.
O ors 05

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

MARIE SNOPKO, WAYNE MCMURPHY, LYLE KNIGHT and ELDON

KNIGHT
Plaintiffs
-and-
UNION GAS LTD. and RAM PETROLEUMS LTD.
Defendants

STATEMENT OF CLAIM

TO THE DEFENDANTS

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the Plaintiffs.
The claim made against you is set out in the following pages.

IF YOU WISH TO DEFEND THIS PROCEEDING. youor an Ontario lawyer acting for you
must prepare a Statement of Defence in Form 18A prescribed by the Rules of Civil Procedure. serve
it on the Plaintiffs* Lawyer or, where the Plaintiffs do not have a lawyer, serve it on the Plaintitf, and
file it, with proof of service, in this court oftice, WITHIN TWENTY DAYS after this Statement of
Claim is served on you, if you are served in Ontario.

It you are served in another province or territory of Canada or in the United States of
America, the period for serving and tiling your Statement of Defence is forty days. If you are served
outside Canada and the United States of .\merica. the period is sixty days.
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Instead of serving and filing a Statement of Defence, you may serve and file a notice of intent

to defend in Form 18B prescribed by the Rules of Civil Procedure. This will entitle you to ten more

days within which to serve and file your Statement of Defence.

[F YOU FAIL TO DEFEND THIS PROCEEDING, JUDGEMENT MAY BE GIVEN

Date: January.z5, 2008

R N .

TO:
Union Gas Ltd.
50 Keil Drive North
Chatham, Ontario
N7M 5M1

AND TO:

347 Bay Street
Suite 1008
Toronto, Ontario
MSH 2R7

i
i

Ram Petroleums Ltd.

tJ

AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. [F YOU
WISH TO DEFEND THIS PROCEEDING BUT ARE UNABLE TO PAY LEGAL FEES, LEGAL
AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL AID OFFICE. >

L

Issued by@ )’3/-———74_/,,
Registrar—

Local I

Address of Court Office:
Sarnia Superior Court of Justice

700 N. Christina Street
Sarnia, Ontario
N7V 3C2
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CLAIM

The Plaintiffs claim as follows:

b)

€)

Damages against the Defendant, Ram Petroleums Inc. (“Ram™), for a
misrepresentation that induced the Plaintiffs to enter into a contract, in the

amount of $2,500,000.00 or an amount to be proven at trial;

The August 9, 1989 Consent Agreement between the Plaintiffs and the
Defendant, Ram, should be rescinded as the Plaintiffs were induced to
enter into the contract by a misrepresentation, the contract was
unconscionable and because Ram failed to properly complete the

assignment;

Damages for negligence against the Defendants, severally, in the amount

of $2,500,000.00 or an amount to be proven at trial;

Damages for breach of contract against the Defendant, Ram, in the amount

of $2,500,000.00 or an amount to be proven at trial:

Damages against the Defendants, severally, for income loss sustained by

the Plaintiffs as a result of the Defendants’ operations in the amount of



f)

g)

h)

D

i)

k)

D

|73%

$500,000.00.00 or an amount to be proven at trial;

Damages for unjust enrichment against the Defendants, severally, in the

amount of $2,000,000.00 or an amount to be proven at trial.

Any right to inject, store and withdraw gas, on and in the Plaintiffs’ land
that was assigned to the Defendant, Union Gas Ltd (“Union™), by Ram

and/or leased to Ram has been terminated by the Plaintiffs;

Damages against the Defendant, Union, for storing natural gas on the

Plaintifts’ land without a contract in the amount of $2,500,000.00 or an

amount to be proven at trial;

That Union must stop storing gas in the Plaintitfs’ land immediately;

Damages for nuisance against the Defendant, Union, in the amount of

$1,500,000.00 or an amount to be proven at trial;

Pre-judgment and post-judgment interest in accordance with the Courts of

Justice Act;

Costs of this action on a substantial indemnity basis; and

-4- 7 3
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m) Such further and other relief as this Honourable Court may deem just.

The Plaintiffs own land in a rural area near the village of Edys Mills, in the Province of

Ontario.

The Defendant, Union, is a Canadian natural gas utility with a head office in the city of

Chatham, in the Province of Ontario.

The Defendant, Ram, is a petroleum and gas producing company with a head office in the

City of Toronto, in the Province of Ontario.

TIME LINE OF EVENTS

The Defendant, Ram, signed Petroleum and natural gas lease agreements (“Head Leases™)
with the Plaintiffs, or in some cases the Plaintiffs’ predecessors (the Plaintiffs and their

predecessors will be collectively referred to as the “Landowners™).

The Head and "Clone™ (a duplicate of the Head Lease signed by George Graham but with

a ditferent registration date) Leases contained the following terms:

a) Ram has the right to enter into the Landowners’ property for the purpose
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of producing crude oil and natural gas;

b) The Landowners will receive from Ram a royalty of one eighth of all crude
oil and natural gas that was produced, saved and marketed, at market

price;

c) The Landowners will receive from Ram compensation for any damage to

their crops the operation causes;

d) If crude oil and natural gas production are discontinued for 300 days the
agreement can be terminated by the Landowners giving written notice to

Ram; and

e) The rights the agreement gives to Ram cannot be sold, transferred or

assigned without the written consent of the Landowners.

7. Subsequently, the Landowners entered into a Pooling Agreement with Ram. This

agreement set out the percentage of royalties each Landowner was entitled to.

i

[n the late 1980s the Landowners entered into Gas Storage Agreements (“GSA™) with

Wrﬁ“@
oo

Ram. The GSA contained the following terms:
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¢)

d)

B

g)

|39

The Head Lease and Pooling Agreement are adopted and ratified in every

respect;

Ram is granted the right to inject, store and withdraw natural and artificial

gas into naturally occurring underground chambers in the Landowners’

property;

The Landowners are to be compensated by Ram for any property damage

that results from Ram’s operations;

Ram is to provide the Landowners with a 10% profit share of all of Ram'’s
p p

earnings from the storage operations;

If Ram assigns the lease to a third party the third party is not obligated to
provide the Landowners with 10% of the profit share from the storage

operations while the assignment remains in effect;

Ram can only transfer this agreement with the Landowners’ written

consent;

Ram will remain responsible to the Landowners for the obligations of the

lessee while the agreement is in effect;

7. 76
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Ram is to restore the surface of the land to its original condition, as far as

may be practicable, once the operation ends; and

The term of the agreement, subject to the provisions of the Head and
Clone Leases, is seven years from the date of the agreement. At the end of
the seven years the lease will be extended from year to year provided the
lessee shall have installed facilities for storage and / or used the lands for

storage.

9. The Landowners entered into a Consent Agreement on August 9, 1989. The Consent

Agreement contained the following terms:

a)

b)

The Landowners consent to Ram assigning the leases described in
paragraphs 5 to 8 of this Statement of Claim to Union provided Ram takes

back a sublease of all oil production rights;

The Landowners agree to take a one time payment, as described in the
agreement, that will satisfy and extinguish all future rovalties payable

under the lease for natural gas production and storage: and

The Landowners are still entitled to royalties on future oil production in

the amount set out in the Head Lease.

8- ERi
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Ram assigned some, but not all, of its interest in the lease agreements described in
paragraphs 5 to 8 of the Statement of Claim to Union. Ram did not assign to Union the
Head Lease signed by Marie Snopko’s father but instead assigned a “clone” (a second
agreement signed at the same time as the Head Lease which contained the same terms but
was registered on a difference occasion) of the Head Lease to Union. Union, in a separate
agreement, assigned back to Ram the right to produce crude oil from the land, provided

Ram pay the Landowners all oil royalties they are owed under the Head Lease.

On November 12, 1992 the Ontario Energy Board approved Union's Application to inject
into, store in and withdraw gas from the Plaintiffs’ land. At the Ontario Energy Board
hearing, Union's expert witnesses assured the Ontario Energy Board that their gas storage

operations would not interfere with but enhance oil production.

Union began storing natural gas in the Plaintiffs’ property soon after being granted

approval.

From 1977 to 1993 Ram produced crude oil. However, shortly after the first injection in
1993 oil production became sporadic and then ceased. As such, royalty payments to the

Landowners ceased in 1994,

On June 17, 1998 Ram, without written consent from the Landowners, assigned their

interest in the oil sublease to CanEnerco. On June 7, 2001 CanFnerco’s court appointed

9- 7%



15.

16.
17.
18.
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receiver transferred their interest in the Oil Sublease to Kinetic Energy Inc. which has

since become Torque Energy Inc.
No oil has been produced since Ram ceased production in 1993,

By 2006, the Plaintiffs concluded that no oil was going to be produced in the near future.
They decided to exercise their rights under the Head and Clone Leases to have all parties
‘surrender all their interest in the lands’. On April 25, 2006 the Plaintitfs sent a registered,
signed letter to Union, Ram, CanEnerco and Torque stating that since no oil or natural
gas had been produced in the last 300 days they were exercising their rights to terminate
all contracts and to have the Defendants “surrender all their interest” pursuant to clause

10 of the Head and Clone Leases.

Union responded to the Plaintiffs’ letter stating that they would surrender the oil and gas
production leases but will not surrender the GSA. Despite the Plaintiffs’ termination of
the Head Lease and the GSA Union continues to operate their storage operation on the

Plaintifts’ land to this day.

MISREPRESENTATION BY RAM

The Landowners were induced to enter into the Consent Agreement with the Defendant,

Ram. by a misrepresentation. Specitically, the Landowners only entered into the Consent

10 7
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Agreement and agreed to accept a one time gas royalty payment because the Defendant,

3 Ram, led them to believe they would be receiving significant oil royalty payments in the

future,

19.  The Plaintitfs claim that because they were induced to enter into the contract by a

misrepresentation the Consent Agreement should be rescinded.

20.  The Plaintiffs claim they are entitled to damages for the misrepresentation as they have

lost millions of dollars in gas storage profit share as a result of being induced, through a

misrepresentation, to enter into the Consent Agreement.

21. The Plaintiffs further claim that the Defendant, Ram, did not complete the assignment as
they did not assign all contracts to Union, as they led the Landowners to believe would
occur. Specifically, the Head Lease signed by Marie Snopko's father, and by Wayne

McMurphy’s father, were not assigned to Union, instead Ram assigned a “Clone” of the

Head Lease to Union.

UNCONSCIONABILITY

22 The Plantitts claim that the Consent Agreement should set aside based on the doctrine of

unconscionability. Specitically, the Plaintiffs claim as follows:




ML

g a) [t was an improvident agreement. The Plaintitfs gave up millions
of dollars in storage profit share for a relatively small one time

g payment; and

b) There was an inequality of bargaining power. The Defendant, Ram,
is a sophisticated oil and gas producing company which at the time
was listed on the Toronto Stock Exchange. The Plaintiffs trusted
that Ram was acting in good faith and agreed to enter into the

Consent Agreement drafted by Ram.

RAM WAS NEGLIGENT

i 23. The Plaintiffs claim that the Defendant, Ram, was negligent in advising the Landowners

that Ram would continue to produce oil if the Landowners consented to the assignment of

the GSA to the Defendant, Union. Particulars of this claim are as follows:

a) The Defendant, Ram, owed the Plaintiffs a duty of care as they
were in a contractual relationship with the Plaintifts and were

engaging in oil and gas operations on the land;

b) The Defendant, Ram, did not meet the standard of care owed to the

Plaintiffs when they advised they would continue to produce oil

-12- %!
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while the Detendant, Union, was engaging in a gas storage

operation. Ram failed to properly consider the implications the
storage operation would have on oil production when they made

these statements; and

c) The Defendant, Ram, caused harm to the Plaintiffs. Specifically,
these statements induced the Landowners to enter into a Consent
Agreement waiving all future profit share from the gas storage

operations.

BREACH OF CONTRACT BY RAM

i 24. The Head Lease and the GSA, both contained a provision that the agreements cannot be

assigned without the Landowners’ consent. Ram assigned their interests in the sublease to

CanEnerco on June 17, 1998. The Landowners did not give consent to this assignment.

g 25. The assignment by the Defendant, Ram, caused harm to the Plaintiffs. The Landowners
did seck compensation from Ram before consenting to the assignment. Ram’s assignment
g without the Landowners’ consent caused the Plaintiffs to lose this opportunity.

Additionally. CanEnerco did not produce any oil causing the Plaintitfs to continue losing

out on oil royalties. As well. the Plaintiffs were forced to allow CanFEnerco. a company

with whom they knew nothing about and had no dealings with, to enter their property and

13- q2
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to construct any structures they required to produce oil.

THE DEFENDANTS’ OPERATIONS CAUSED INCONVENIENCE AND LOSS OF

FARM INCOME

26. As a result ot the Defendants’ operations it takes the Plaintiffs 50% longer to operate
farm equipment on their lands and results in a 25% crop loss as a result of having to make
increased turns around the Defendants” facilities (as was stated in the November 12, 1992

Ontario Energy Board decision allowing Union to store gas in the Edys Mills Pool).

27. Despite a term in the GSA that states the Landowners will be compensated for any
damage that results from the storage operations the Defendants have failed to adequately

do so.

UNJUST ENRICHMENT

28. The Plaintiffs claim damages for unjust enrichment against the Defendants. Particulars of

this claim are as follows:

a) The Defendant, Ram, was unjustly enriched. Specitically:
[ Ram was enriched by the Landowners entering into the

Consent Agreement;

4 %3
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1) The Landowners suffered a corresponding deprivation as a

result of entering into the Consent Agreement as they have

been denied the 10% profit share owed under the GSA
because they entered into the Consent Agreement; and

1i1) The enrichment was unjust as the legitimate expectations of
the Landowners were not met. The Landowners only
entered into the Consent Agreement because the Detendant,
Ram, misled the Landowners to believe they would be

receiving significant oil royalty payments in the future.

b) The Defendant, Union, was unjustly enriched. Specifically,

! D Union is enriched by storing gas on and in the Plaintiffs’

land and is enriched by having oil located in the Plaintiffs’

land left in place. The oil that is naturally found in the
Plaintiffs’ land benefits Union’s storage operation as the oil
traps impurities and prevents their escape during the
withdrawal of the injected gas. Also, as the oil in the
Plaintitfs’ land decomposes, it produces gas that Union

withdraws with their injected gas and sells:

-15-
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g i) The Plaintitfs have suffered a corresponding deprivation as

| they are not receiving proper compensation from Union’s
storage operation; and

iii) This enrichment is unjust as the legitimate expectations of
the Plaintiffs were not met. The Plaintiffs expected to
receive a 10% profit share from the storage operation and to
receive royalties from oil production. Instead, oil
production ceased and the Plaintiffs never received the 10%

profit share from the storage operation.

THE OIL AND GAS AND STORAGE LEASES HAVE BEEN TERMINATED

29. The Head Lease, which was adopted in every respect in the GSA, contained a clause that
allowed the agreement to be terminated by the Landowners. To terminate the agreement
the Landowners simply needed to give written notice to Ram, if oil or natural gas
production discontinued for 300 days, advising they were terminating all their interest in

the land.

30. The GSA has its own termination provisions but explicitly states that those termination

g provisions are subject to the termination provisions in the Head Lease.

tad
—

On April 25, 2006 the Plaintifts exercised their right under the Head Lease to terminate

]
g -16- %5
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both the Head Lease and the GSA as no oil had been produced for 300 days. The

Plaintiffs signed letter to Union, Ram, Torque and CanEnerco stating that since no oil had
been produced in the last 300 days they were exercising their right to terminate the

agreement. Union refused to surrender their rights under the GSA.

32. The Plaintifts claim that the GSA lease has been terminated.

33.  The Plaintiffs claim that the Defendants’ relationship in the storage operation constituted
a partnership. A partnership existed between the two Defendants due to the fact that the
Head Leases signed by Marie Snopko’s father and Wayne McMurphy's father were
retained by Ram. The Plaintiffs claim that because a partnership existed between the two
Defendants, Union was not a ‘third party’ and therefore the Plaintitfs are entitled to the

10% profit share owed under the GSA from the gas storage operation from 1993 to the

date of termination.

UNION IS STORING GAS WITHOUT A CONTRACT

34, The Plaintiffs claim that Union has been storing gas since May 5, 2006 without a
contract. As such, the Plaintifts claim they are owed all profits from Union's Edys Mills

Storage Pool operation. .\dditionally, the Plaintitfs claim that Union must stop storing gas

in the Plaintifts” land immediately.

-17-

%o



35.

36.

[0

The Plaintitfs claim that Union is in effect stealing their oil as Union is acquiring “new”

gas from the decomposition of the oil that exists in the Plaintiffs’ land.

UNION’S GAS STORAGE OPERATIONS CONSTITUTE NUISANCE

The Plaintiffs claim that Union’s gas storage operation unreasonably interferes with their

enjoyment of their land. Specitically, the Plaintiffs claim:

a) The gas storage operation impedes their ability to farm on their
land. They are forced to manoeuver large farm equipment around
the extensive structures and over permanent roadways that Union
has built on their property. This decreases the profitability of the

Plaintiffs farming operations;

b) The gas storage operation has caused irreversible damage to the

surface of the Plaintitfs’ land;

c) The sight of the above ground facilities adversely affects the

Landowners™ appreciation (visually) of their land; and

d) The gas storage operation poses a danger to the Plaintiffs

s &t
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UNION WAS NEGLIGENT

37.  The Plaintiffs claim that the Defendant, Union, was negligent in their gas storage

operations. Particulars of this claim are as follows:

b)

c)

The Detendant, Union, owed the Plaintiffs a duty of care as they

were carrying on a gas storage operation on the Plaintiffs’ land;

The Defendant, Union, did not meet the standard of care owed to
the Plaintiffs. Specifically, they engaged in their gas storage
operation without properly considering the implications the storage
operations would have on oil production and / or without taking
any steps to ensure the gas storage operation would not interfere

with oil production; and

The Defendant, Union, caused harm to the Plaintiffs. Specifically,
Union’s storage operations adversely affected oil production.
Union has not maintained steady pressure levels making the oil
removal from the ground impractical. As a result of Union’s
actions the Plaintiffs have lost a significant amount of money in
lost oil royalties and the value of the oil in the Plaintiffs’ land has.

in effect. been decreased. Since 1994, when the oil reserves

€%
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38.

39.

40.

41.

J30¢

returned to Union due to cessation of production, the Landowners
have on several occasions approached Union to resolve the oil

production issue to no avail.
SUMMARY

The Plaintiffs claim the Consent Agreement should be rescinded as they were induced to
enter into this contract by a misrepresentation, and because the contract was

unconscionable and not properly completed.

The Plaintitfs claim any rights the Landowners have given, in the past, allowing the

Defendants to store gas in their property have been terminated by the Plaintiffs.

The Plaintitfs claim that, since the GSA is terminated, Union must stop storing gas on the

Plaintiffs” property.

The Plaintiffs claim damages against the Detfendant, Ram, in the amount of
$10,000,000.00 or an amount to be proven at trial, for negligence, breach of contract, loss
of income, unjust enrichment and for making misrepresentations that induced the

Plaintiffs to enter into the Consent Agreement.

The Plaintitfs claim damages against the Defendant. Union, in the amount of

. %4
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$9,000,000.00 or an amount to be proven at trial, for negligence, nuisance, unjust

196<

enrichment, loss of income and for storing gas in the Plaintiffs’ land without permission.

43. The Plaintiffs request their costs of this action on a substantial indemnity basis.

44, The Plaintitfs propose that this action be tried in the C ity of Sarnia.

Dated: January.<7 , 2008 Donald R. Good and Associates,
Barristers and Solicitors,
43 Roydon Place, Suite 207,
Ottawa, Ontario.
K2E 1A3

Donald R. Good, P.Ag. (LSUC #21253))
Tel. 613-228-9676

Fax. 613-228-7404

e-mail farmlaw@on.aibn.com

Solicitor for the Plaintitfs



1900

SHNUIRL] 94 10§ stomoIj0g

Eco.:n_n.:o@g [tew-2
POYL-8TC-€19 :xuyq
9L96-8TT-€19 I_L

fESCIT 'ON ONST
Bvd ‘poony y Pleuoq

VI ATy

OURIUQ ‘emen()

L0Z 2ung “adelg uophoy ¢t

slonorjog » SIdsLueg

SALVIDOSSY ® a00o A ATVNOQ

WIVID 10 INAWALVLS

ORIVINO ‘VINyvs
LY GQIDNAIWIWOD ONIGAAD 0N

ADLLSAL A0 1IN0 Joradns
OIIVINO

91

Syuepuajacy
ar1 SNOATOR LA VA ANV ‘a1 SVD NOINN
K e S reo ¢
- "ON LIno,)

Sphwiely

A

TV "Ld OMJONS ARIVIA



TAB B



This is Exhibit “B” to the
Affidavit of WAYNE MCMURPHY
Sworn October Z/, 2008

Sherma Suria Fair, a Oree alosive o ane,

Couniy of Laimnbion, for the Gooamimsnt of Oofarie
Ministry of the Attorasy Gonal

Eypire s Mey £ 0007

j8o7

/3



|96

Court File No. 5021-08

ONTARIO
SUPERIOR COURT OF JUSTICE
BETWEEN:
MARIE SNOPKO, WAYNE McMURPHY,
LYLE KNIGHT and ELDON KNIGHT
Plaintiffs
-and -
UNION GAS LTD. and RAM PETROLEUMS LTD.
Defendants
STATEMENT OF DEFENCE OF
THE DEFENDANT UNION GAS LIMITED
1. The defendant, Union Gas Limited (“Union”), admits the allegations contained in
paragraph 2 of the statement of claim.
2. Except as otherwise admitted herein, Union denies all of the other allegations
contained in the statement of claim.
A. The Parties
3. Union. Union is an Ontario company with its head office in Chatham. Union is an

integrated natural gas storage, transmission and distribution company that provides services to
residential, commercial and industrial customers across northern, southwestern and castern
Ontario. As described below, Union is the operator of the Edys Mills Pool, one of 19 natural

gas storage pools operated by Union that form part of its integrated natural gas storage
system.
4. The plaintiffs. The plaintiffs are landowners whose land forms part of the Edys Mills

Pool.

a3
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B. The Regulatory Frame Work
5. The Board. In Ontario, the storage of natural gas is regulated by the Ontario Energy
Board (“the Board™) pursuant to the Ontario Energy Board Act, 1998 (“the Act”). Under the

Act, the Board has broad, exclusive jurisdiction to:
(a) designate an area as a gas storage arca for purposes of the Act (s. 36.1);

(b) prohibit any person from injecting gas for storage into a geological formation
unless the formation is within a designated gas storage area, and unless

authorization to do so has been obtained from the Board (ss. 37 and 38(1)); and

(©) require any person authorized to store gas to pay to the owners of any right to
store gas in the designated storage area (i.e. the landowners) just and equitable

compensation:
(1) in respect of the storage right; and

(ii) for any damage necessarily resulting from the exercise of the authority

given by the Board or authorizing the storage of gas (s. 38(2)).

6. The Act further provides that no action or proceeding lies in respect of compensation
payable under the Act; failing an agreement between the parties regarding compensation, the

amount of compensation payable to landowners shall be determined by the Board (s. 38(3)).

C. The Gas Storage Leases and Consent Agreement

7. The Gas Storage Leases. By leases made as of October, 1987, the defendant, Ram
Petroleums Ltd. (“RAM?”), entered into Gas Storage Lease Agreements (the “Gas Storage
Leases™) with each of the plaintiffs or their predecessors in interest, pursuant to which RAM
obtained the contractual right to inject, store and withdraw gas from the plaintiffs’ property.
In exchange for this right, RAM agreed, in the Gas Storage Leases, to pay to the plaintiffs

certain annual rental fees and to compensate them for any damages suffered as a result of

RAM’s storage operations.

9H
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8. Contrary to the allegations contained in paragraph 8 of the Statement of Claim, the
term of the Gas Storage Leases is not subject to the Petroleum and Natural Gas Leases (“PNG
Leases”) also entered into by RAM with the plaintiffs. The Gas Storage Leases each provide
that, at the end of their initial seven (7) year term, the lease will be extended from year to year
provided the lessee (RAM and subsequently Union) shall have installed facilities for storage

and/or utilized the property within the first 7 years of the lease.

9. The Consent Agreement. By Consent Agreement made as of August, 1989, the
plaintiffs consented to the assignment of the Gas Storage Leases and PNG Leases to Union

and authorized Union to:

(a) immediately use the Edys Mills Pool for storage of natural gas;

(b) be the operator of the Edys Mills Pool with respect to the production of natural

gas and injection storage in withdrawal of natural gas; and
(©) sub-lease the Edys Mills Pool back to Ram in respect of oil production only.

10.  Further, pursuant to the Consent Agreement, the plaintiffs agreed that on receipt of
certain payments specified in that Agreement, the past and future royalties payable under the
Gas Storage Leases and PNG Leases would be satisfied and extinguished, and those leases
would be deemed to be royalty free thereafter with respect to the production and/or storage of

natural gas provided that Union would not be relieved of any future obligation to pay annual

storage rentals or royalties on future oil production.

11. In total, the landowners in the Edys Mills Pool (including the plaintiffs) were paid the

cumulative sum of over $2 million in consideration of the consent, authorization and releases

given pursuant to the Consent Agreement.

12. Union states that, contrary to the allegations in the statement of claim, the Gas Storage

leases were validly assigned to Union and remain in full force and effect.

95
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D. The Board Proceedings
13. The Storage Designation Hearing. By application dated March, 1992, Union applied

to the Board pursuant to the predecessor of the Act for a regulation designating as a gas
storage area, the Edys Mills Pool. At the same time, Union applied to the Board for orders
authorizing it to inject, store, and remove gas from the Edys Mills Pool and for leave to

construct the facilities necessary to connect the Edys Mills Pool to Union’s integrated the

storage system,

14. The plaintiffs participated in the proceeding. None of the plaintiffs objected to any of
the orders sought by Union.

15. On November 30, 1992, the Lieutenant Governor-in-Council issued a regulation
designating the Edys Mills Pool as a designated storage area and, on February 1, 1993, the

Board issued an order granting Union’s application in all respects. The above decisions of the

Board and the Lieutenant Govemor-in-Council are collectively referred to as the “Designation

Order”.

16. The 2004 Compensation Hearing. After obtaining the Designation Order, Union

began construction of the facilities necessary to connect the Edys Mills Pool to Union’s

integrated storage system. Among the facilities constructed was a roadway on the plaintiff,
Marie Snopko’s (“Snopko™), property to one of Union’s above ground wells. At the time it
built the roadway, Union had extensive discussions with Snopko over the location and
construction method to be used. Snopko informed Union that she would prefer a one time
payment for the road rather than the annual payment that is standard for roadways. Union
agreed to Snopko’s request and entered into a roadway agreement with her. Union also had
similar discussions with the plaintiffs, Eldon Knight (“E. Knight”) and Lyle Knight (“L.

Knight), who elected to enter into a roadway agreement that provides for annual payments.

17. Between 1993 and March 1999, Union paid to the plaintiffs compensation pursuant to
the terms of their Gas Storage Leases and, in the case of E. Knight and L. Knight, pursuant to

their roadway agreement.

9



18. In 2000, the Lambton County Storage Association (“the LCSA”), an organization
compromising a majority of landowners across all of Union’s storage pools, commenced an

application on behalf of its members for just and equitable compensation pursuant to section

38(2) of the Act.

19. The plaintiffs Snopko and McMurphy are, or were at the relevant time, members of
the LCSA. However, as a result of their pre-existing agreements with respect to
compensation (i.e. the Gas Storage Leases), they were not given (in the case of McMurphy),
or were given only limited (in the case of Snopko), standing in the proceeding.

20. In March 2004, Union and the LCSA reached a settlement covering all claims by the
LCSA that were or could have been raised in the compensation proceeding. Expressly
included in the settlement were all claims for rental payments, disturbance damages, crop loss

and loss of opportunity. The settlement had retroactive effect and covered the years 1999 to
2008, inclusive.

21. By order dated March 2004, the Board approved the parties’ settlement and
determined that it represented just and equitable compensation under the Act (“the
Compensation Order”).

22. Following the proceeding, and consistent with the terms of an undertaking given by

Union to the Board, Union extended to all non-LCSA members, and those members who did

not receive full standing, an offer to be paid the same compensation as that provided in the

Compensation Order.

‘ 23. All of the plaintiffs accepted Union’s offer and, therefore, the terms of the
Compensation Order.

24, The 2009 Compensation Agreement. Beginning in early 2007, Union had discussions
with the LCSA regarding compensation for the period 2009 to 2013. These discussions were

successful and resulted in an agreement between the LCSA and Union.

U2
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25. On April 3, 2007, the plaintiffs, E. Knight and L. Knight, accepted the terms agreed to

by the LCSA,; they have entered into an agreement with Union on all compensation payable to

them for the period 2009 to 2013.

E. No Liability

26.  Union denies liability to the plaintiffs on each basis asserted in the statement of claim.
From the time it was assigned the Gas Storage Leases and began operating the Edys Mills
Pool, Union has paid to the plaintiffs all compensation they are entitled to, whether pursuant
to the Leases, the roadway agreements, or the Compensation Order. Union denies that the

plaintiffs are entitled to any further compensation.

27.  Union denies that it was negligent, that the plaintiffs are entitled to damages for unjust
enrichment or that its storage operations constitute a nuisance. Further, Union specifically
denies that the plaintiffs have any right to terminate the Consent Agreement, the Gas Storage
Leases or that Union’s failure to surrender these leases in 2006 constitutes a breach of
contract. The Gas Storage Leases were extended, and remain in full force and effect. In any
event, even if the plaintiffs were entitled to terminate their Gas Storage Leases, pursuant to

the Designation Order, Union would still be authorized to inject, store and withdraw gas from

the Edys Mills Pool.

28.  Union states that the plaintiffs are statute barred pursuant to the provisions of the
Limitations Act, 2002 (Ontario) and its predecessor, the Limitations Act (Ontario). As
admitted in the statement of claim, since 1993 the plaintiffs have been aware that oil has not
been produced from the Edys Mills Pool. Further, since 1993, the plaintiffs have been aware

of the amounts paid to them annually by Union as compensation for their storage rights and

for any damages caused by it.

29. Further, Union states that the plaintiffs claims for compensation arising from Union’s
storage operations are barred by the provisions of the Act which provide that the Board has

exclusive jurisdiction in respect of compensation payable under the Act.

30. Moreover, and in any event, Union denies that the plaintiffs have suffered the damages

alleged in the statement of claim, or at all. In the alternative, if the plaintiffs have suffered

98



not recoverable.

indemnity basis.

March 18, 2008

Tel: 613.228.9676
Fax: 613.228.7404

% Solicitors for the Plaintiffs

TO: Donald R. Good and Associates
Barristers and Solicitors
43 Roydon Place, Suite 207
QOttawa, Ontario K2E 1A3

Donald R. Good, P. Ag. LSUC#: 21253]

j814

any damages, such damages are remote and not recoverable at law. Union further states, in

any event, that the plaintiffs have failed to mitigate their damages, by reason whereof they are

31. Union therefore asks that this action against it be dismissed with costs on a substantial

Torys LLP

Suite 3000

79 Wellington St. W.
Box 270, TD Centre
Toronto, Ontario
MS5K IN2 Canada

Patricia D.S. Jackson LSUC#: 184668
Tel: 416.865.7323

Crawford G. Smith LSUC#: 421318
Tel: 416.865.8209

Fax: 416.865.7380

Solicitors for the Defendant,
Union Gas Limited
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Affidavit of WAYNE MCMURPHY
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Court File No. 5021/08

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

MARIE SNOPKO, WAYNE MCMURPHY, LYLE KNIGHT and ELDON

KNIGHT
Plaintiffs
-and-
UNION GAS LTD. and RAM PETROLEUMS LTD.
Defendants

REPLY TO THE STATEMENT OF DEFENCE OF UNION GAS
LTD.

l. Except as otherwise admitted herein, the Plaintiffs deny all of the allegations contained in

the Statement of Defence of Union Gas Limited ("Union™).

z Paragraph 7 of Union’s Statement of Defence fails to mention that the Gas Storage Leases

also required Ram Petroleums Ltd. ("Ram™) to provide the landowners with a 10%% profit

|02
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share for all profits earned from the gas storage operation.

3. Contrary to the allegations in paragraph 8 of Union’s Statement of Defence the Gas
Storage Leases are subject to the Petroleum and Natural Gas Leases ("PNG Leases™). The
Gas Storage Leases explicitly stated that the Head PNG Leases are adopted and ratified in

every respect including storage operations.

4, The Plaintiffs claim Ram did not assign all of their contracts to Union. Ram retained the

Head PNG Leases voiding the Consent given by the landowners. Additionally, since Ram
E continued to hold the Head PNG Leases and Union held the Storage Leases which
adopted the Head PNG Leases in every respect the Plaintiffs claim that a partnership
exists between Union and Ram in Edys Mills Pool. As such, Union is not a “third party”

and the Plaintiffs are entitled to the 10% Profit Share agreed to in the Gas Storage Leases.

5. Contrary to the claim in paragraph 12 of Union’s Statement of Defence the Gas Storage

Leases have been terminated. On April 25, 2006 the Plaintiffs exercised their right under

the Head PNG Leases and Gas Storage Leases to have Union surrender all their interest.

6. In response to paragraph 16 of Union’s Statement of Defence it should be noted that the
iy Full and Final Release between Union and the Plaintiff. Marie Snopko. only provided

compensation to the Plaintitt until the end of 1993.

3
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Contrary to the claim in paragraph 17 of Union"s Statement of Defence the Plaintitf,
Marie Snopko, received no compensation for roadway payments from 1993 to date.
Payment for future surface occupation was included in the Storage Lease Amending

Agreement.

Contrary to the claim in paragraph 23 of Union’s Statement of Detence the Plaintitts
claim that they did not accept the terms of the Compensation Order. Although the
Plaintiff, Marie Snopko, initially agreed to the C ompensation Order Union would not
accept her acceptance. Union offered a subsequent contract to Marie Snopko which did
not include Petroleum and Natural Gas ("PNG") acreage payments or roadway payments
which was accepted. The Plaintiffs, Wayne McMurphy, Lyle Knight and Eldon Knight,
accepted a similar contract that did not include PNG acreage payments. The Plaintifts
claim that this subsequent contract voided the C ompensation Order and thus the

Compensation Order never applied to them.

Contrary to claim in paragraph 28 of Union’s Statement of Defence the Plaintifts claim
they are not statute barred pursuant to the Limitations Act. 2002 (Ontario) or its
predecessor. As long as the facilities for oil production were in place the possibility of oil
production existed. By 2006 the Plaintifts concluded that no oil was going to be produced
in the near future. As such, on April 25. 2006 the Plaintifls exercised their right have the
Defendants surrender all their interests. The Plaintitts cause of action arose on Apri! 23.
=096 when they concluded that no oil was going to be produced in the near future. The

-3-
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Plaintiffs” Statement of Claim was issued on January 29, 2008, within two years of the

time the cause of action arose.

10.  Contrary to the claim in paragraph 29 of Union’s Statement of Defence the Plaintiffs
claim that the Ontario Energy Board does not have exclusive Jurisdiction to hear this
Action. The Plaintiffs claim that the Ontario Energy Board does not have jurisdiction in a
compensation issue if the amount of compensation is already in an existing contract, as it

is in this case. As such, the Ontario Superior Court of Justice has proper jurisdiction to

hear this Action.

11. Contrary to the claim in paragraph 30 of Union’s Statement of Defence the Plaintiffs have
attempted to mitigate their losses. The Plaintifts, on numerous occasions, attempted to

have the Defendants restart oil production to no avail.

Dated: April 7, 2008 Donald R. Good and Associates,
Barristers and Solicitors,
43 Roydon Place, Suite 207,
Ottawa. Ontario.
K2E 1A3

Donald R. Good. P.Ag. (LSUC #212353])
Tel:  613-228-9676

Fax:  613-228-7404

e-mail farmmlaw donaibn.com

Solicitor for the Plaintitfs
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TO:

Torys LLP

Suite 3000

79 Wellington St. W.
Box 270, TD Centre
Toronto, Ontario
MSK IN2 Canada

Patricia D.S. Jackson (LSUC #18466S)
[el: (416) 865-8209

Crawford G. Smith (LSUC #42131S)
Tel: (416) 865-8209

Fax: (416) 865-7380

Solicitors for the Defendant,
Union Gas Ltd.

AND TO:

RAM Petroleums Ltd.
1166 Bay Street

Suite 1304

Toronto, Ontario

MSS 2X8

Mr. Robert Opekar
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This is Exhibit “D” to the
Affidavit of WAYNE MCMURPHY
Sworn October 74, 2008
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AGRELMENT OF LEASE mage this 23 day of /oy, g AD. 19 7¢

BETWEEN: BENVES Hnrgyr OFETHE TOwsSri©o o/ DAy

N THE Cowvrr OF ARiIS T IV
‘/?P/Z OIS PRIIG C v RTIC

VeI L aSLafy L

- Hereinafter cailed the "LESSOR"
of the First Part

- and -

T e e A e

RAM PETROLEUMS LIMITED, a company incorporated under the
Laws of the Province of Ontario, having it‘s head office
at the City of Toronto, in the County of York,

- Hercinafter called the "LESSEE™
of the Second Part

WITNESSETH that in consideration of ONE DOLLAR ($1.00) (the

gg receipt whereof is hereby acknowledged) and other good and valuable
%% consideration, hereinafter set out, the Lessor do hereby demise and

™ lTease unto the Lessee for the sole and only purpose of carrying on

q agreement, the lands owned by the said Lessor in the Township of
Dawn, in the County of Lambton, in the Province of Ontario and
which may be more particularly described as follows:

SEHEDURE “;

.

TG HAVE AND TO HOLD the said land from the dste hereof during
the term of one {1) year {renewable each year up to but not more
than five (5) Years, without negotiating a new lease) and as long
thereafter as crude oi1 and natura) g9as and related hydro-carbons

prospect and explore ang to drill for, recover, remove and/or sell
all the said substances, (which said substances the Lessor hereby
grant to the Lessee absolutely as and when the saigd substances are
recovered) together with rights»of—way for ingress and egress and
for pipe lines, and with the further right of remcving either during,
or within one Year after the term hereof, all and any improvements

placed or erected on the said lang by the Lessee, including the
right to pull a1 casing.

e
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; 4 The Parties agree that any renewal on & yearly basis up (o
the five year Periods wilj be subject to the terms herein set out.

The Lessor covenant that he is the owner of said land and that
the Deed is in HIs name.

other as follows:

1. The Lessee shall pay to the Lessor on the execution of this g
NENTY Kol i inmsfl g o) . ; ) g .

agreement the sym of FHE—BattARS ($5-00) per—aere in consideration ‘20

for the rights granted herein for ‘the period of one year from the

date hereof.

2. The Lessee shall pay to the Lessor compensation for yse of parts
of the surface of said land as follows:
(i) Prior to commencement of drilling operations
the compensation to be paid the saigd Lessor shal]
P be the value of damage to crops and inprovements
on said land Caused by Lessees’ entry and the
conducting of prospecting operations.

/

{i1) on or after commencement of drilling operations
the compensation shall be the value of damage to
crops and improvements then growing or on the said
land together with g payment of ONE HUNDRED DOLLARS
($100.00) Per acre used for safd Operations, incluyd-
1ng the welj site, tanks and/or buildings ang for
rights-of-way for ingress angd egress and for pipe
Tines or the like.

é§§ 3. The Lessee agree to pay the Lessor as royalty and rénta] one-

e
Eg (200') of any residence or barn now on said land withoyt the
: writteh consent of the Lessor, The Lessee wil} bury pipe lines
below three foot (3*) depth and wil maintain sajg Pipe lines in
g00od repair and compensate the Lessor for any damage done by leak-
age or otherwise from the said pipe lines.

[(O
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5. The Lessor covenant and agree to pay ali taxes, rates and
assessments made or imposed against the said land, provided
however, that the Lessee shal) pay any increase of the said
taxes, rates and assessments made or imposed in respect of any
improvements which the lessee may make on the said land and the
Lessee shall also pay all taxes which may be made or imposed with
respect to wells, pipe lines or other property brought upon or
maintained upon said land by the Lessee.

6. In the event that oil or gas is found and marketed the {essee
may build and maintain a Battery nstallation, for which purpose
the Lessor agree to lease not less than one (1) acre and not more
than two (2) acres to the lessee at a rental not exceeding ONE
HUNDRED AND FIFTY DOLLARS ($150.00) per annum. The said install-
ation shall be located in corner of lot of the Lessor. The Lessee
agree to maintain the said installation and the land leased there-
with in good condition at all times and to correct any unsatis-
factory or unsightly condition which may be found thereon by the
Lessor, who shall be entitled to inspect it at any time.

7. If fences be hecessary at well locations to prevent livestock
from having access thereto, the same will be provided by the
Lessee, and if the operations of the Lessee necessitate passage
through an existing fence, g9ates shall be provided or paid for by
the Lessee.

B. While well or wells are being drilled on the said land, the
Lessor shall be entitled to have access to the drilling rigs and
to examine cores and to be consulted and informed when a well is
brought into production or is about to be closed.

9. In the event that no crude oil or natural gas shall have been
produced and sold during the year, this agreement shall be termin-
ated 18 months from the date hereof and the Lessee shall delijver to

10. In the event that crude 0il or natura) g9as shall have been
produced and sold within one year from the date hereof, the dura-
tion of this agreement shall be renewed from yéar'to year as long
8s production and sale of crude oil or natural gas continues. Upon
the production of crude 0il or natural 9as being Ciscontinued for a
period of three hundred (300) days or more, this agreement may be
terminated by written notice given by the Lessor or by the Lessee,
which shall take effect ten (10) days after notice. On or before
the date of termination the Lessee shall deliver vo the Lessor a
release surrendering 211 of their interest in the said land to the
Lessor and shall at their Own expense register such release in the
Registry Office for the Registry Division in which the said Jand is
situated.
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1. In the event that this agreement sha)) have been renewed as

7“.,_-,,r,'gﬂ:vc' ‘)«JAAH'?’(‘IJ"' o) (Eq'/ﬂ’q LN
aforesaid, the rental of EVEBOLEARS (45-00) -per_acre provided Yw
for in Paragraph 1. of this agreement shall not be payable in

the second or any subsequent year.

12. Any sale of Storage rights made by the Lessor will pe made
subject to the Purchaser agreeing to compensate the Lessee for the

value of theijr wells and pipe lines.

13. 1t is hereby declared and agreed that the rights of the Lessee
under this agreement Or any renewal thereof may not be sold, trans-
ferred, assigned or tonveyed to any other person without the written

consent of the Lessor.
14. This agreement is made subject to the provisions of any statute

of Canada or Ontario applicable thereto and any regulations made

pursuant to such statute,

16. The Lesseae will not commence a well on the leasehold pPremises

without written pPermission of the Lessor, which wWill not be unreason-

ably withheld.

SIGNED, SEALLD AND DELIVERED

in the presence of:

s oighe (@)

RAM PETROLEUMS LINITED
2
Per: ﬁ%ﬁv
ESIOENT
Per: i::P a
e 4
SECRETARY

’i)M;#F %‘ V774 A’V"LI

MVWvMV‘—ﬂ

b it 3 TS St
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SCHEDULE "A" TO A LEASE AGREE-~
MENT DATED NevEmEeR 23 197¢
BETWEEN RAM PETROLEUMS LIMITED
AND AGNES KNIGHT

ALL AND SINGULAR that certain parcel or tract of
land and premises situate, lying and being in the
Township of Dawn in the County of Lambton being
composed of part of Lot Number Thirty-two (32)

in the Eighth {8th) Concession of the saigd Township
which saig part may be more particularly

described as follows:

COMMENCING at the southwesterly angle of saig Lot
Number Thirty-two (32);

THENCE northerly along the westerly limit a distance
of Seven Hundred and Ninety-two feet (7927 more

or less to a point, which Point is on the dividing
line between the South Forty (40) acres of the West

THENCE easterly parallel to the south limit of
said Lot number Thirty-two (32) a distance of Two
Hundred ang Forty-six feet {246');

THENCE Southerly parallel to the west limit of the

said Lot a distance of Two Hundred ang Seventy Two
Feet (272'); .

THENCE westerly parallel to the south limit of the
said Lot a distance of Two Hundred and Forty Six Feet
(246') to the point of commencement ;

-SAVING AND EXCEPTING thereout ang therefrom that part

of the saigd lands expropriated for road widening
Purposes by part Seventeen (17) on reference Plan

25R-461 and by part six (6) on reference Plap
number 2S5R-~513.

(3
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LV Evenerr M sqnns it

& of the TCwrys#ips 0F /Mecnc
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CmovG

SCRIRING WITNESS

AMINDED wamc

make oath and sy

& AEASIn ¢, AGENT
f}‘ I am g subscribing  witness 1o the attoched instrument and | was present and Saw it executed
£
i # TONSNIP o F DRy by PENES wivigwr
K} *Bev (rotnaote
b *Bev tontnore ) )
H g 1 verily believe that each person whose signature | witnessed is the party of the same name referred
; to in the instrument.
3
; SWORN before me at the 72 ¥Srrip> o f ooy N N
1 - ‘s
: In the $Pw Ty ¢F ﬂ,{\ﬂ,'//n‘
{4
& FrRYB el
i *
this £ day of pDee g 13 ER 18 2¢
]
! ). 4ra
7 {/; ) /
. k#p Yufy vive, avc.
PESYT i T TeVINSHIP
OF Qresouey
el tha "t 4 wneble Beca rend o Himet > Copeame ST By mo e, Sk o for e ur et add
hrert “iname of sttomey) ay *rtorney for (name of W amed for mesy Cimase swhsiture 1 serily belwye that the persnn whose
1 witnessed wuy awrthovized 1o exccume the wstrument uy oy Jor (mamcj,
AFFIDAVIT as TO ACE AND MARITAL STATUS
IVWERCNES AnvieHT
- NS r1FP o/ DHw,y
‘ﬁz— of the 7T¢ .
- = ABr7 37T
mthe Covmry g p BT
tAt e make nath and say: 7 A 7 ‘When T executed the attached instnunent,
I/we was least eighteen years old.
Strike out . N .
inapplicsbic 1 was marriad / divorced / widowas.
LS -1,
was—ny—aife / huaband.
Wﬁm,
Frewd rve hPND BS rEwanm T
- ~wnd-as Joias T ¥ APartrership Property.
Revidens of ;
Canadar, a4y ‘
e
(SEVERALLY) SWOHN before me at the 7%~ v/
6F Dnw iy ‘ Ceovwsvry or - A
in the ARNITBRTE I /Lg”“/" /{mT}j
this X 7 day o NowvECMBER 19 7¢ i
4
A N 7 /
d’.»uwvl/}'% //I/Av*/‘ :
[}'GCQJ AP rev fouing srricavive; Ve ‘
Provisey o - ik 4
Umited. Ly, o, kR 5
SV wffubact v oode M ruy g, ALK ERETT Y v hed Suvtyueunt we Mty for (anenes, Bop e N |38
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Land Registry Division of Lambton (Np. 25)

| CERUIFY that his instrument is fegisiered ax o
Z3%0m.

Land " the

mmw.m:x Otfice APR 15 1977

s 0id,
@.B. %
e . Lang REGISTRAp

OIL and GAS GRANT

FROM

Aonvss Kasicmi™

T0

RAM PETROLEUMS LIMITED

B R S AR
Term................, QV\%\*\ﬂh .........................
po.no:o?.:.:..1.&.%“.\...&..:“‘{

RAM PETROLEUMS LIMITED
P.O. BOX 90, 401 BAY sT,
TORONTO, ONTARIO.
M5H 2Y4

\p
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This is Exhibit “E” to the
Affidavit of WAYNE MCMURPHY
Sworn October{?’, 2008

P

Com oner

Sherma Muria Ratz, a Commissbner ofe.

‘ounty of Lamb -
Minlstry of the Ao " e Government of O -

""Ypirm lﬁ%y 6’ 2000

/€2
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AAREEMERT 0F LEASS mede this 38 day of AcGess”  AD. 197¢

BEMHEEN:  poy g KENNETH ANIGRT AND MAAGCAREr Swafon
ANIGHT

- Hereinafter called the "LESSOR"
of the First Part

~ and -
RAM PETROLEUMS LIMITED, & company incorporated under the

Laws of the Province of Ontario, having it's head office
at the City of Toronto, in the County of York,

- Hereinafter called the “LESSEE"
of the Second Part

WITNESSETH that in consideration of ONE DOLLAR {$1.00) {ine
receipt whereof is hereby acknowledged) and other good and valuable
cbnsideration. hereinafter set out, the Lessor do hereby demise and
lease unto the Lessee for the sole and only purpose of carrying on
the operations and of doing all acts in connection therewith that
are specifically mentioned in the habendum following and for which
the Lessee shall have the exclusive right during the life ot this
agreement, the lands owned by the said Lessor in the Township of
Davin, in the County of Lambton, in the Province of Ontario ans
which may be more particularly described as follows:

Part of the West half of Lot Thirty-Two (32), Concession Eight (8)
more particularly described in Schedule "A" attached.

TO HAVE AND TO HOLD the said land from the date hereof during
the term of one (1) year {renewable each year up tc but not more
than five (5) years, without negotiating a new lease) and ss long
thereafter as crude o0il and natural gas and related hydro-carbons
(a11 of which are hereinafter called "the said sutstances”) or any
of them are produced from the said land with the exclusive rignt
(subject to a reasonable compensaticn to be paid to the Lessor as
hereinafter provided) to make geological surveys and otherwise ‘o
prospect and explore and to d-ill for, recover, remove and/or sell
211 the said substances, (which said substances the Lessor hereby
grant to the Lessee absolutely as and when the said substances are
recovered) tcgether with rights-of-way for ingress and egress and
for pipe lines, and with the further right of removing either during,
or within one year after the term hereof, all and any improvements
placed or erected on the said land by the Lessee, including the
right to pull all casing.

1E;
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The Parties agree that anv renewal on a yearly basis up to

the five year periods will be subject to tne terms hercin set out.

The Lessor covenant that he is the owner of said land and that
the Deed is in HIS name.

The Lessor and Lessee hereby covenant and agree with each

other as follows: é“f;
E§ 1. The Lessee shall ay. Lo the Lessor .on the execution of this % ‘
agreement the sum of Ei!i DOLLARS { ) per acre in consideration ﬂB

for the rights granted herein for the period of one year from the b
date hereof.

2. The Lessee shall pay to the Lessor compensation for use of parts
of the surface of said land as follows:

(i) Prior to commencement of drilling operations

the compensation to be paid the said Lessor shajl

ﬁf? be thz value of damage to crops and improvements
on said land caused by Lessees' entry and the
. conducting of prospecting operations. ﬁ#m¥-
ﬁ (ii) On or after commencement of drilling operations *),vJ'
the compensation shall be the value of damage to fle 2
crops and improvements then growing or on the said ,}'Lnubﬂ‘s

land together with a payment of ONE HUNDRED 6§tt£22
{ .00) per acre used for said operations, includ-
ing the well site, tanks and/or buildings and for
rights-of-way for ingress and egress and for pipe
lines or the like.

% - 3. The Lessee agree to pay the Lessor as royalty and rental one-
E% efghth (1/8th) of all crude oil and/or natural gas produced,
saved and marketed from the said land paying on or before the 20th
day of next following month the current market price therefor at
the point of measurement in effect on the day it is run to the pipe
line or storage tanks. The Lessee will keep books showing correct-
} ly the quantity of all crude cil or all natural gas produced, saved
E and marketed from the said land, which books the Lessor or HIS agent
shall have the right to inspect at all reasonable times.

4. The Lessee agree not to drill a well within TWO HUNDRED FEET
(200') of any residence or barn now on said land without the

written consent of the Lessor. The Lessee will bury pipe lines
E% below three foot (3') depth and will maintain said pipe lines in
good repair and compensate the Lessor for any damage done by leak-
age or otherwise from the said pipe lines.

|18
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5. The Lessor covenant and agree to pay a1l taxes, rates and
assessments made or imrosed against the said land, provided
however, that the Lessse shall p2y any increase of the said
taxes, rates and assessments made or imposed in respect of any
improvements which the Lessee may make on the said land and the
Lescee shall also pay all taxes which may be made or imposed with
respect to wells, pipe lines or other property brought upon or
maintained upon said land by the Lessee.

6. In the event that il or gas 1s found and marketed the Lessee

may build arnd maintain a Battery installation, for which purpose fm;,
the Lessor agree to lease not less than one (1) acre and no%mfgre gfﬁb
than two (2) acres to the Lesizgﬂ%t a rental not exceeding OWf K:EP
HUNDRED AND £HETY DOLLARS ($150.00) per annum. The said install-

ation shall be located in corner of lot of the Lessor. The Lessez
agree to maintain the said installation and the land leased there-

with in good condition at all times and to correct any unsatis-

factory or unsightly condition which may be found thereon by the
Lessor, who shall be entitled to inspect it at any time.

7. 1f fences be necessary af well locations to prevent livestock
from having access thereto, the same will be provided by the
Lessee, and if the operations of the Lessee necessitate passage
through an existing fence, gates shall be provided or paid for b
the Lessee.

8. While well or wells are befng drilled on the said land, the
Lessor shall be entitled to have access to the drilling rigs and
to examine cores and to be consulted and informed when a well is
brought into production or is about to be closed.

9. In the event that no crude o0il or natural gas shall have been
produced and sold during the year, this agreement shall be termin-
ated 18 months from the date hereof and the Lessee shall deliver %o
the Lessor a written release of all their rights under this agree-
ment.

10. In the event that crude oil or natural gas shal) have been
produced and sold within one year from the date hereof, the dura-
tion of this agreement shall be renewed from year to year as long
as production and sale of crude 0il or natural gas continves. Upon
the production of crude oil or natural gas being discontinued for a
pericd of three hundred {300) days or more, this agreement may be
terminated by written notice given by tﬁe Lessor or by the Lessee,
which shall take effect ten (10) days after notice. On or before
the date of termination the Lessee shall deliver to the Lessor a
release surrendering all of their interest in the said land to the
Lessor and shall at their own expense register such release in the
Registry Office for the Registry Division in which the said land is
sftuated.

HY
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11. In the event that this agreement shall have been renewed as 6 .
SEVEY 76 : PRy ]
aforesaid, the rental of EHYI DOLLARS ( ) per acre provided

~

{

5

for in paragraph 1. of this agrecsment shall not be payable in

the second or any subsequent year.

12. Any sale of storage rights made by the Lessor will be made
subject to the Purchaser 2greeing to compensate the Lessee for the

value of their wells and pipe lines.

13. It is hereby declared and agreed that the rights of the Lessee
under this aoreement or any renewal thereof may not be sold, trans-
ferred, assigned or conyeyed to any other person without the written
consent of the Lessor.

e? . ,
14, This agreement is made subject to the provisions of any statute
of Canada or Ontario applicable thereto and any regulaticns made
pursuant to such statute.
15. The Lessee will not 12y any pipelines on the léasehold premises
without first consulting with Lessor, so that such pipelines will

not interfere with any tile of the Lessor.

16. The Lessee will not commence a well on the leasehold premises

)
)

without written permission of the Lessor, which will not be unreason-

F~rf

ably withheld.

IN WITNESS WHEREOF the parties hereto have executed this

agreement on the date first written AND affixed their seals.

SIGNED, SEALED AND DELIVLRED

in the presence of:

RAM PETROLEUMS LIMITED

Per: jgé;gﬁfélbk/
FRES 1 gL //
Per: o4£pé;%/17£é%Z/Lé:ﬁLx/'\‘
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SCHEDULE "A" - Attached to and forming part of an
Agreement dated August 28, 1976:

Part of the West half of Lot 32, Concession 8 more particularly
described as follows:

COMMENCING at a point in the limit between the North 1/5th and the
Southerly 4/5ths of the West half of the said lot at a point
distant fifty feet {50') East from the Westerly limit of the said
lot which said point is the point of commencement; THENCE
continuing East and along the said limit to the limit between

the East half and the West half of the said lot; THENCE Southerly
along the last mentioned limit to the limit between the Northerly
3/5ths and the Southerly 2/5ths of the said lot; THENCE Westerly
along the last mentioned limit to a point distant two hundred and
ninety-six feet (296°') measured Easterly along the said limit
from the Westerly limit of the said lot; THENCE North and parallel
to the Westerly limit of the said lot a distance of two hundred
and seventy-two feet (272') to a point; THENCE Westerly and
parallel to the Southerly limit of the said lot to a point distant
fifty feet (50') measured Easterly from the Westerly limit of the

said lot; THENCE Northerly and parallel to the Westerly limit to
the point of beginning.

1490



AFVIDAVIT OF SUBSCRIBING WITNESS

' ELELETT M. MRS TS ArLNDEL mrecr Cesp

of the Townd §H P oF MackE

inthe COUyTP ofF LAMBieN

LEBING ARGEINT make cath end g3y

I am g subsuribing witness to the attuched Instrument and | wus present snd sow R executed

Ayiy KENMEIN KNttt
Y TO WY S o F b L < _ -
e Fraimrto * DN 4 MPROPAET §HAREN Krd 1651

% e fmineste

SWORN belore mo ot the 1€ ~Y31P

OF Mecpe Cewwry ¢F &il«\.{/%%/-" 47&4-;{

i the L Arar TeV
this 2§ dayof Ao GesT 1076

. ..:?:%&QJM%,%.([ ohe.

REEVE OF THE TOWNSHIP

I verily believe that each person whose signature | witnessad is the party of the same name refemed
to in the instroment.

QF BNNISKILLIN
SWherr o ponty i wmalde to red the taafrement ov where & party rigra by making his marl v in Pored; el ey odd
“after ihe Errirument had heew seod (o Kim erd Ae arprered fily = endrestond it”. Where esevated wnder a.:mu o z’:anw
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AFFIDAVIT AS TXV ACCE AND MARITAL STATUS
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&
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':.q:‘vl::::.h I was  married / divorcodtuddenver.
MAAR CARKT S Kivitén? was my wife / dmshapd.
" We were married to each other.
% A We held the land as Joint Tenants * Privirees Part¥rstrip—Property.
o il

A
(SEVERALLY) SWORN befnre me ut the TOnvIH P H " HM

. COONTr GF N
¢ F QAN in the LArIBTeR MW}&KW

this 48 dayof AUVGosT 14)76,

0 4,, Th e,

greasanonty Gt Foamdiiboidbnre, gre

. 3. 1977

ras. Exgoes 0
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This is Exhibit “F” to the
Affidavit of WAYNE MCMURPHY
Sworn October27, 2008

V. 778
Commisgatier

sherma Muria Ratr, 8 Commissioner, efc.,
~ounty of Lambton, for the Government of Ort~rie
Ministry of the Attorney Generat,

Expires May 6, 200

ey
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AGETEMENT OF LEAST made this 2# day of AvGus/T A.D. 1974

BETWEEN:  JeCS1E Apay DALTeN  ALSO Kniewry Ay IiT3, & ré Oars,y

- Hereinafter called the "LESSOR™
of the First Part

- and -
RAM PETROLEUMS LIMITED, a company incorporated under the

Laws of the Province of Ontario, having it's head office
at the City of Toronto, in the County of York,

- Hereinafter called the "LESSEL"
of the Second Part

HITHESSETH that in consideration of ONE DOLLAR {$1.006) {(the
receipt whereof is hereby acknowledged) and other good and valuable
consideration, hereinafter cet out, the Lessor do herehy domiss ang

) lease unto the Lessee for the sole and oniy purpose of carrying un
the operatiens and of doing all acts in connection therewith that
are specifically mentioned in the habendum fcllowinu and for which
the Lessee shall have the exclucive right during the 1ife of thic
agreement, the lands owned by the said Lesscr in the Township of
Dawn, in the County of Lambton, in the Province of Ontario and
which may be more particularly déscribed as foullows:

Part of Lot Thirty-three (33), Concession Eight (8 \
described in Schedule "A" attached, g (8) moxe particalarly b

{v' it. .

TO HAVE AND TO HOLD the said land from the date hereof during
the term of one (1) year (renewable each year up to but not more
than five (5) years, without negotiating a new lease) and as long

- thereafter as crude oil and natural gas and related hydro-carbons
(al) of which are hereinafter called “the said substances™) or any
of them are produced from the said land with the exclusive right
{subject to a reasonable compensation to be paic to the Lesscor as
hereinafter provided) to make geologicz) surveys and otherwise to
prospect and explore and to drill for, recover, remove and/or sell
811 the said substances, (which said substances the Lessor hereby
grant to the Lessee absolutely as and when the said substances are

recovered) together with rights-of-wey for ingress and eqress and

for pipe lines, and with the further right of removing either during,
or within one year after the term hereof, all and any improvements
placed or erected on the said land by the Lessee, including the

right to pull all casing.
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The Parties czgree that ary renewal on a vearly basis up to
the five year perivds will be subject to tne terms herein sot out.

The Lessor covenant that he is the owner of caid land and that
the Deed is in HIS name.

The Lessor and Lessee hereby covenant and agree with each

other as follows: 6W¢v¢g$

1. The Lessee shal) piy to the Lessor on the execution of this :
S&vcid yoo . . 4&

agreement the sum of EHY< DOLLARS ($ ) per acre in consideration

for the rights granted herein for the period of one year from the AC
date hereof.

2. The Lessee shall Pay to the Lessor compensation for use of parts

of the surface of said land as follows:
(1) Prior to commencement of drilling operations
the compensation to be paid the said Lessor shall
be the value of damage to crops and improvements
on said land caused by Lessees' entry and the
tonducting of prospecting operations.
(i1) On or after commencement of drilling operations M
the compensation shall be the value of damage to J'W"@M
crops and improvements then growing or O"nﬁﬁfr%EL$ . %8
lﬂyﬁ’ﬁa?ether with a payment of ONE HUNDRE D+ DOLLARS
($186-60) per acre vsed for said operations, fnclud-
ing the well site, tanks and/or buildings and for
rights-of-way for ingress and egress and for pipe
lines or the like.

3. The Lessee agree to pay the Lessor as royalty and rental one-
eighth (1/8th) of al crude oil and/or natural gas produced,

saved and marketed from the said land paying on or before the 20th
day of next following month the current market price therefor at

the point of measurement in effect on the day it is run to the pipe
line or storage tanks. The Lessee will keep books showing correct-
ly the quantity of all crude o0il or all natural gas produced, saved
and marketed from the said land, which books the Lessor or HIS agent
shall have the right to inspect atall reasonable times.

4. The Lessee agree not to drill a well within TWO HUNDRED FEET
(200') of any residence or barn now on said land without the
written consent of the Lessor. The Lecssee will bury pipe lines
below three foot (3') depth and will maintain said pipe lines inp
gond repair and compensate the Lessor for any damige done by leak-
2ge or otherwise from the said pipe lines.
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5. The Lestor covenant and agree to oay 2all taxes, rates and
assessments made or imposed against the said land, provided
however, that the Lessee shall pa2y any iIncrease of the said
taxes, rates and assessments made or imocsed in respect of any
improvements which the Lessee may make on the said land and the
Lessee shall also pay al) taxes which may be made or imposed with
respect to wells, pipe lines or other property brought upon or
maintained upon said land by the Lessee.

6. In the event that oil or gas is found and marketed the Lessee

N7 4SRN
may build and mzintain a Battery installation, for which purpose L fﬁ?‘&
UQ:KB

the Lessor agree to lease not less than one (1) acre and not more
than two (2)‘i;res to the L §3gg033 2 rental not exceeding 6&%0
HUNDRED AND Y DOLLARS (ii&ﬂ:ﬂﬂ) per annum. The sajd install-
ation shali be located in corner of 1ot of the Lessor. The Lessee
agree to maintain the said installation and the land leased there-
with in good condition at all times and to correct any unsatis-
factory or unsightly cordition which may be found thereon by the
Lessor, who shall be entitled to inspect it at any time.

7. 1f fenc2s be necessary at well locations to prevent livestock
from having access thereto, the same will be provided by the
Lessee, and if the operations of the Lessee necessitate passage
through an existing fence, gates shal) be provided or paid for by
the Lessee.

8. While well or wells are being drilled on the said land, the
Lessor shal) be entitled to have access to the drilling rigs and
to examine cores and to be consulted and informed when a well ijs
brought into production or is about to be closed.

9. In the event that no crude oi) or natural gas shall have been
produced and sold during the year, this agreement shall be termin-
ated 18 months from the date hereof and the Lessee shall deliver to
the Lessor a written release of all thefr rights under this agree-
ment.

10. In the event that crude oil or natural gas shall have been
produced and sold within one year from the date hereof, the dura-
tion of this agreement shall be renewed from year to year as long
3s production and sale of crude o0il or natural gas continues. Upon
the production of crude of] or natural gas being discontinued for 2
period of three hundred (300) days or more, this agreement may be
terminated by written notice given by the Lessor or by the Lessee,
which shall take effect ten {10) days after notice. On or before
the date of termination the Lessee shall deliver to the Lessor a
release surrendering all of their interest in the said land to the
Lessor and shall at their own expense register such release in the
Registry QOffice for the Registry Division in which the said land is

sftuated.

m -
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11. In the event that this agreement shai) have been renewed as \J\\‘ é{),U

‘ Seven ( 7.-00) ]
aforesaid, the rental of FHE DOLLARS (&ZT@O) per acre provided £4

‘X 6;‘:3 ) m

-4 .

for in paragraph 1. of this agreement shall not be payable in

the second or any subsequent year.

12. Any sale of storage rights made by the Lessor will be made
subject to the Purchaser agreeing to compensate the Lessee for the

value of their wells and pipe lines.

13. It §s hereby declared and agreed that the rights of the Lessee
under this agreement or any renewal thereof may not be sold, trans-
ferred, assigned or ccnyeyed to any other person without the written
consent of the Lessor.

- 14. This agreement is made subject to the provisions of any statute
of Canada or Ontario applicable thereto and any regulations made

pursuant to such statute.

15. The Lessee will not lay any pipelines on the leasehold premises
without first consulting with Lessor, so that such pipelines wil)

not interfere with any tile of the Lessor.
16. The Lessee will not commence a well on the leasehold premisec
£ without written permissien of the Lessar, which will not be unreason-

ably withheld.

IN WITNESS WHEREOF the parties hereto have executed this

agreement on the date first written AND affixed their seals.
RAM PETROLEUMS LiIMITED

Per: J%LCVRIZIL,
P’dks.% /
Per: /3/ 45%11/9%va\' rz;}

SIGNED, SEALED AND DELIVERED

in the presence of:

Eooit . B

S et et Nt Sttt Vet Nt sl Nora? et

8 e aerany
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SCHEDULE °A" ATTACHED TO AND FORMING PART OF AN AGREEMENT
DATED AUGUST 28, 1976

FIRSTLY: That Part of Lot 81, Plan #2 which forms part of a
subdivision of Lot 33, Concession § more particularly described
as follows:

COMMENCING at the Southeasgt angle of the said lot; THENCE West
along the Southerly limit of the said lot to a point distant
fifty feet (50') Easterly from the Southwest angle of the said
lot; THENCE North one degree thirty-two minutes ten seconds East
(8 19 32¢ 10" E) and parallel to the Westerly limit of Lot 81
to the Northerly limit of the said lot; THENCE Easterly along
the Northerly limit of the said lot to the Northeast corner;
THENCE Southerly along the Easterly lot limit to the point of

beginning,

SECONDLY: All of Lots 82, 83, 84, 85, 86, 87, 88, 89, 90, 91
and 97, Plan 42 which forms part of a subdivision of Lot 33,

Concession 8.

(23
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6;/' this 2 4 day of ﬁ.uCt»S’

(SEVERALLY) SWORN befare e at the T78-vNS# 19
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AFFIDAVIT OF SURSCRIBING WITNESS

APANDRO winie iy

L ECERETT 1 1 IpRsH

o the Tow~NEHrP? 66 FK Meordlt
inthe CounNTY GF AAry37cnN

LERSING NREENT make oath end sov:

1 am a subsiribing witness to the attuched fustrument and 1 wus present and sow It executed

_ s 10
a Tewwtr§ed 162 O F by JESSIE MIAT DARTON
DA

I venily belicve that each perann whire signature 1 witnessed is the party of the same name referred
to in the inshament.

TO coy S/ 1P
cveewlrt of

in the ,(nmaTC/V

18 76
1EIVE OF YHE T

tﬁ/./
oF BUusOLL

*Wirer @ penty iz wrable 10 rewd e insfrument o1 wherr @ ety signs by meking Ma werk ov in foreign cha
“after the hu;mn Rad revd tp Aim c.;:l“;- sppcored 'I"Il’. " wadrestand (7. Where vorsted wader o mv’:’;’:’a::
et e BUNTL Y RE CTHIREY POT (i, yusrty ) anid it vext cimor eubstitate ~§ wonty bel *
shemetrer 1 witnrand was swlhorised 10 rrecute the instrunens as MRS, pur imBag). v 1o thet the promn who

Enf P Pl

ik

AFFIDAVIT AS TO ACE AND MARITAL STATUS

¥y S Onarerx
"w‘g 215 173 f7” »L 0,‘ 5%7’7-77

of the TIUNSHIPp ¢ F bHhw i
a2ty
inthe COUNTY o F ARMBEY

make math and sz When 4 - exccuted the attached instrument,

T
UWE S at least eighteen years okl
1 was murriad / divasosd |’ widower.
Craque R.OANT 1Y S0 Y ite / husband.

We were married tn exch other.

We held the land as Joint Tenants * Trustees / Partnership Property.

" CoonTy ¢F !
0F Do~ e ST
this JF dayof QL (oS 1w 76

T D DA
EoL0TT 0ONER, 2 Somizistonor, e,
Proprs A S R Paoesme

Liaoded. Lrpoes G2t 3, 1977

*Where effuit made iy witeimy meitete CWorm b obacuterd the At mstime oty vHeney ot (Ausu) befde s
swnesist wnine, wod of mersi A asie v ape ), St whem Refohe rrtesced fie gunet o] ettesimy, hrdole Pad eticom | the wpe
of pen ey



OIL and GAS GRANT

FROM
JESSIE MAY DALTON

- \va

s d

b e SEP 241976

S Sainia,
Nz o

Ontaria, x

WA
V,.Nc..rq,A\ RAM PETROLEUMS LIMITED
&WJ &:tlag Locd Aol
bored....... 2NIUSE 28, 1976
Term............ m, P<mu\mmdm .............................
Dawn Township
location....., bm:&ng..hognk ....................
-~ PETROLEUMS LIMITED
keid) b2 BOX 90, 401 BAY ST.,
TORONTO, ONTARIO.
MSH 2Y4

£
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This is Exhibit “G” to the
Affidavit of WAYNE MCMURPHY
Sworn October Y, 2008

Commi ner

Sherma Muria Ratz, a Commissioner, etc.,
County of Lambton, for the Government of O -
' Ministry of the Attomney General,
E Expires May 6, 2000

|3\
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AGRELMINT OF LEASE made this ¥ day of SISTEAMIR A p. 193/
BLIWCEN: (CLIN AC KIS RIS Abp (iiis A A frcien s

Red Cll SPRISES cpT 200 ¢ . sorens
CWASHIP 66 DACH INTHE (ouprs o rAAITE
/

~ Hereinafter called the “LESSOR™
of the First Part

- and -

RAM PETROLEUMS LIMITED, a company fncorporated under the
WS of the Province of Ontario, having it's head office
at the City of Toronto, in the County of York,

~ Hereinafter called the "LESSEE"
of the Second Part

WITNESSETH that §n consideration of ONE DOLLAR ($1.00) (the
receipt whereof is hereby dcknowledged) and other good and valuable
consideration, hereinafter set out, the Lessor do hereby demise and
lease unto the Lessee for the sole and only purpose of carrying on
the operations ang of doing all acts in connection therewith that
. dre specifically mentioned in the habendum follouing and for which
Eg the Lessee shall have the exclusive right during the life of this

dgreement, the lands owned by the said Lessor in the Township of
Dawn, in the County of Lambton,

in the Province of Ontario and
which may beumorg Particularly described as follows:

Tl Siy CF AT ST h- eG4 CeRdYme 7e LA 2 T b

SALD Tegopsiiip U SUBP S 1EN 2 T TR pena G4 ) reqice g5,

LACIaT OS) Cog? fiaing og pire s rmeii en Sl

Lot THe L i ST PRI ¢f anp Ttrs- s VIV co it SSrcp AL ) Seg aenl y
THE D e TH WFEST Cwnies ¢f rer TRIKTY 7001 £4373) (eateisoern, o
Nowt (Y $¢ acrry

gotiating a new lease) and a5 long

and natural 9335 and relatcegd hydro-carbons
(a1 of which are hereinafter called *

of them are produced from the said 1an
{subject to 3 reasonable con
hercinafter Provided) to mg

thercafter as crude o1}

the said substances") or any

d with the excluysive right
'Pensation to be Paid to the lessor as

ke geologica) Surveys znd otherwise to
prospect and explore and to dril for,

211 the said Substances,
grant to the Lessee dbso)
recovered) together with rights-of
for pipe lines, and with

| - 32
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the Dced s in HIS name.

The Lessor and Lessee hercby covenant and agree with each
other as follows:

{m

1. The Lessee shall pay to the»Les;grogn the execution of this 'ﬁ\;
dgreement the sum of yrn PeMnAs' s ) Per acre in consideration _
for the rights granted herein for the period of one year from the e
date hereof.

2. The Lessee shall pay to the Lessor compensation for use of parts
of the surface of said Yand as follows:
(1) Prior to commencement of drillfng operations

on said lang Cdused by Lessees entry ang the
conducting of Prospecting operations,
(#1) on or after commencement of drilling operationg

€rops and fmprovements then growing or on the said Gy,

land together with a2 payment of 7u-c HunPrep PELLARS c
2Le 774) per acre useq for saig operations, inciyqg. ¥

fng the wely site, tanks and/or buildings ang for £4{49

rights-of—uay for ingress and egress and for pipe

Vines or the like.

3. The lessee agree to Pay the Lessor as royalty ang rental ope-
eighth (1/8th) of a1l crude oi) and/or natura) 93s produced,

saved and marketed frop the saig land Paying on or before the 20th
day of next following month the current market price therefor ,t
the point of measurement ip effect on the day 4¢ is run to the pipe
line or storage tanks. The lessee wil) keep books showing Correct-

4. The lessee 3gree not to darill , well withip WO HUNDRED FEET

TN now on saig land without the
written tonsent of the Lessor.

The Lessee wily bury Pipe lines
below three foot (3°) depth and will maintain $aid pipe lines jnp

900d repair ang Compensate the Lessor for any dawage done by leak-
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5. The Lessor covenant and agree to pay all taxes, rates and
assessments made or imposed agsinst the said land, provided
however, that the Lessee shall pay any increase of the said
taxes, rates and assessments made or imposed fn respect of any
improvements which the Lessee may make on the said land and the
Lessce shall also pay all taxes which may be made or tmposed with
respect to wells, pipe lines or other property brought upon or

maintained upon safd land by the Lessee.

6. In the event that oil or gas is found and marketed the Lessee

may build and maintain a Battery tnstallation, for which purpose

the Lessor agree to lease not less than one (1) acre and not more M
than two (2) acres to the }esgse at 3 rental not exceeding %?n'
TERCE HUNIRED P (L AleS 3(/’}[/?‘(K5per annum. The said instal)- 7 H
ation shal) be located in corner of lot of the Lessor. The Lessee &
a3gree to maintain the safd installation and the land leased there-':tb
with in good condition at all times and to correct any unsatis-

factory or unsightly condition which may be found thereon by the
Lessor, who shal) be entitled to inspect it at any time,

7. If fences be Recessary at well locations to prevent livestock
from having access thereto, the same will be provided by the
Lessee, and if the operations of the Lessee necessitate passage

through an existing fence, gates shall pe provided or paid for by
the Lessee.

10. In the event that crude oi1 or natural gas shal have been

produced and sold within one year from the date hereof, the dura-
tion of thig agreement sha)) pe renewed from
as production ang sale of cry
the production of crude oil o
period of three hundred (300)

year to year as long
de ofl or natural gas continyes, Upon

T natural gas being discontinued for 3

terminated by written notice given by the Lessor J
which shall take effect ten ()
the date of termination the Le
release Surrendering a)) of th

r by the lessee,
0) days after noticce. On or before

ssee shall delfyer to the Lessor a

| 34
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L 11. In the event that this sgrecment s:allﬂhavc been rencwe Co
EH POLCARS g8 BT er acre provided  »
” aforcsaid, the rental of 7¢x pox b p p .
| for in paragraph 1. of this agrcement shall not be payable in

2

R
the second or any subsequent year. )

12. Any sale of storage rights made by the Lessor wil) be made

subject to the Purchaser agreeing to compensate the Lessee for the

value of their wells and pipe lines.

Y3, 1t s hereby declared and agreed that the rights of the Lessee

[f under this agreement or any renewal thereof may not be sold, trans-

ferred, assigned or tonveyed to any other person

without the written
l consent of the Lessyr,

14, This agreement is made subject to the provisions of ANy statute

of Canada or Ontario applicable thereto angd any regulati
Q;f Pursuant to such statute,

ons made

without first consulting with Lessor, so that such Pipelines wi))

not interfere with any tile of the Lessor.

16. The Lessee will not commence a well on the leasehold premises

without written permission of

the Lessor, which will not be unreason-
, ably withhelq,
(%

B

SIGNED, SEALED Anp DELIVERED ) ] . /
in the Presence of: 4:”(*, /ﬂ’ npr i}—
oy /// (Uie P M*“j”(
x{f¢ ¢ /éiuf RAH PETROLEUMS Lintvep
Per: NZ’CZCCLQ/ Voo
Per: &M
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AFFIDAVIT OF SUBSCRIBING WITNESS

LOLESLIE HALL
ofthe To' (o WS ML 70 f lelSh i LT
inthe /¢ i Sy ct L AIAL TN o
make oa :
LEASING ACLIT sy

I am a subscribing witness to the attached instrument and 1 was prescat and saw it executed

‘ MIKE JCoriSlont (77 pALCH by CCLIM AP HEGRPAS
et [Ller R A prt 12 K

*See foomote
I verily believe that each person whose signature 1 witnessed is the party of the same name referred

to in the instrument.

SWORN before me st the  City of London 7 Lo ///
in the County of Middlesex ;/,V,.:,.,{ ‘é«' /(( “
this 30th day of September 1981.

A IONER FOR TAKING AFFIDAVITS, ETC.

SWAere @ party 12 unadls to read A strument ov where & pevry signs By meaking My mark or fn Joreign characters add “sfrer the

instrument had been read 10 M and ke appevred fully s0 und: d ' Where 4 & power of aitorney inaert “(mawme
of attorney) &z atiormsy (mams of party)”; and for mexs clewse mwbstttate =1 verily belisve that the person whose signane )}
withesred war am to sxromte INe Inatrument oo attormey for (meme)”,

MARCH. 178 AFFIDAVIT AS TO AGE AND SPOUSAL STATUS

‘wg CCLIN Al MALL R PRP
LT, of the TEUNSL /P ¢ 1TAwly

inthe COUATS of LAMDP TN

attoroey make oath and say: When / executed the attached instrument,

see footnow .
I/%E (£ 4§  at least eighteen years old.

Within the meaning of section 1(f) of The Family Law Reform Act, 1978:—

Strike ot . was ay .
S o 1. 3 1w pouse
clauses.

W £ (.
twere-yp OF-One-

' A m 3
©) CLICKE McMURPHY ks e b i tpARS CRD
soNot s Q) QLICE AL MAGRPH Y as AT LEAST L/cH

Matrimonds)

e, 1. This document does not coniravene the Planning Act because the present registered owner does not
retain the fee or the equity of redemption in, or & power or right to grant, assign or exercise a power
of appointment with respect to any land abutting the land affected by the sttached instrument.

Residens of
Cansds, ttc
SEVERALLY) SWORN before me at the / . b o
( TCLASHIr? fo= DAWM L/b . o “““PAI?
[/\/ [ ~e

CCUaTy e Cpratilers
this  $  day of SEPFEIARL 19_§ f

A R
oo b /f(( //

LeSUE WAL e Comvidelonr, e,

i A ec.
R e S b
'Whgn:m mw “When 1 executed the aitached tnsament as atsormey for (nemes , Melshe was (1poutal
CTpoUte) w
the

siarus and, H epplicable, name {hin the mraning or Secrion 114} ot The Family Law Reform Act, 1978, and when kefrhe
evecuind the power of attomey, Aefihe had atratned the sge of maporiry”.

**Where 1pouse does wot Join in or consent, sea Section 42{3) of The Family Low Reform Act, 1978 {or complesr separate affidovir).
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b Re Dwision of Lamblon (No. 25)
nmnzmdﬂw. this instrument 1s registered a3 of

“,W«b.,ﬁ\\%\vq In the
“4rand

g

Tegistry Office WOV 12 1981

« Sarnia,
© LAND REEISTRAR

DATE: September 17, 1981

OIL AND GAS GRANT

FROM
COLIN A. & OLIVE A. MCMURPHY

TO

RAM PETROLEUMS LIMITED

DATED: September 4, 1981

TOWNSHIP: DAWN

COUNTY: LAMBTON

Ram Petroleums Limited
210 Oxford Street East
LONDON, Ontario

N6A 176
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This is Exhibit “H” to the
Affidavit of WAYNE MCMURPHY
Sworn October £ 2008

Sherma Muria Ratz, » Commissioner, efc.,
~ounty of Lamblon, for the Governmant of Ori~rir

Ministry of the Attorney General,
Expires May 6, 2000

1953
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AGREEMENT OF LEASE made this se” day of Joag AD. 197y

BLIREEN:  Coon e Jotv CANHAM e THE ruw,, S 1175 oo

OACN, 11 yoge o CNTY WIS K praTe ey

KW GidspmminNes on oo 79
- Hereinafter called the "LESSOR"”
of the First Part .

- and -

RAM PETROLEUMS LIMITED, a company incorporated under the
Laws of the Province of Ontario, having it'sg head office
at the City of Toronto, in the County of York,

- Hereirafter Called the "LESSEE™
of the Second Part

the lands owned by the saigd Lessor in the Township of
Dawn, in the County of Lambton, in the Province of Ontario ang
which may pe more Particularly described as follows:
/_:'ﬂ;»i"z-" Ao T 32 Cooiyeys SS/eiy G Drwesy
/OO Doz

the term of one (1) year {r
than five (5) years,

Bereinafter Provided) to make gcolagical surveys and othorwisp'to
Prospect and explore and to drill for, recover, remove and/or sell
a1l the said substances, (which said substances the Lessor hereby

for pipe Vines, and with the further right of Temoving either during,
or within one year after the term hereof, a1 and any improvements

placed or erected on the said Jand by the Lessee, inc!udinq the

right to pull a1 casing.
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The Partijes agree that any renewa) on , yearly husie Lp to
the five Year periods wig) be subject o the terms herein sey out,

The Lessgr Covenant that he is the owner of said land ang that
the Deed is in HIS name,

: )(; "/"1 s
1. The Lessee sha)) Pay to the tessor og the eéxecution of this ‘&. 4

¥ [ a8} .
dgreement the sym of EXF DOLLARS (s ) per acre in consfderation)ﬂ:
for the righte Sranted herpinp for the pPeriod of one year from the[d'

Va3 on sajid Jang Caused by Lessees: entry and the
conducting of prospecting Operations.

ing the well site, tanks and/or bui)dings and for
rights-of»way for ingress and egress and for pipe
lines or the like.
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5. The Lessor Covenant ang igree (o pay all taxes,

43<essments made np imposed 4353
however, that the Lege

rates ang
Nst the ssiy land, provided
ee sk211 pay any increase of the said
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posed in respect of any
on the saig land ang the

[
L
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respect to wells, pipe lines or Other p
Mmaintained upon said lang by the Lessee.

6. In the event that oi1 of 93s is foungd and marketed t

in:tallation.

he lessee
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HUNDRED AND Fieey DOLL ARS (§ &
ation sha) be locateqg in corner
agree top maintain the said
with ip 900d conditign at all

7. If fences be hecessary at ye
from having access thereto,
Lessee, and if the operation

through an existing fence,
the Lessee,
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N the Lessee shal deliver ¢4 the Lessor , :
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This is Exhibit “I” to the
Affidavit of WAYNE MCMURPHY
Sworn October 27, 2008

o

Commissf{ner

Sherma Muria Ratr, # Commissioner, e,
wounty of Lambton, for the Government of Or*~rie
Ministry of the Attomey General,

i Expires May 6, 2000
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AGRILMENT OF LLASE made this 7€ day of N A.D. 197¢

L ye =L

]

BETNEEN:
éfaﬁ’({c’ JorfA C')?ﬂh’fir] OF THE Tow NS~ 15
OF DAWN yn THY CovNTy OF AARKFIBION
AR H#2 o1 SPNINGS, eNnFrRlg, - Hereinafter called the *LESSQR®
of the First Part
- and -

RAM PETROLLUMS LIMITED, a Company incorporated under the
Laws of the Province of Ontario, having it's head office
at the City of Toronto, in the County of York,

- Hereinafter called the "LESSEL™
of the Second Part

WITNESSETH that in consideration of ONE DOLLAR {$1.00) (the
receipt whereof js hereby acknowledged) and other good and valuable
consideration, hereinafter set out, the Lessor do hereby demise ang

agreement, the lands owned by the said Lessor in the Township of
Dawn, in the County of Lambton, in the Province of Ontario and
which may be more Particularly described as follows:

CALT oF ped THIRT Y . 7)o (3-’). Concessrans sacmy (4)
AO L P e LA A VAP Cr2 e say

SCHED o "R 47 ncee A

TO HAVE AND TO HOLD the said iang from the date hereof during
the term of gne (1) year {renewable each year up to pyt not more
than five (1) years, without negotiating a new lease) and as long
thereafter as trude o0i} and natural gas and related hydro-carbons
(211 of which are hereinafter called “the saig substances") or any
of them are produced from the said lang with the exclusive right

recovered) together with rights-of—way for ingress and egress ang
_for pipe lines, and with the further right of remecving either Curing,

or within one year after the term hereof, all ang any improvements

placed or erected on the said land by the Lessen, including the

right to pull an casing,
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The Partics agrce that any rencwal on g yearly basis up to
the five year periods will pe subject to the terms herein set out.

The Lessor covenant that he is the owner of said land and that
the Dced is in HIS name,

The Lessor and Lessee hereby covenant and agree with each
other as follows:

. . /iy;g
1. The Lessee shall paz}to the Lessor on the execution of this bt

SEocy 7. 00 . AL X

agreement the sum of ¥ DOLLARS ($é;8ﬁ) Per acre in consideration Lt

for the rights granted herein for the period of one year from the 7,5
date hereof.

2. The Lessee shal) pay to the Lessor compensation for yse of parts
of the surface of said land as follows:

(i) Prior to commencement of drilling operations

the compensation to be paid the said Lessor shal}

be the value of damage to crops and improvements

on said Yand caused by Lessees’ entry and the

conducting of prospecting operations,

(i1) On or after commencement of drilling operations

the compensation shal) be the value of damage to

trops and improvements then growing or on tgg said Y Y
1and together with a payment of ONE HUnDAE 57D oL L ARs é’) 2
+ " g

{ Per acre used for saigd operations, includ- AL

ing the well sfte, tanks and/or buildings and for

rights-of—nay for ingress and égress and for pipe
Tines or the like.

the point of measurement in effect on the day it is run to the pipe
line or storage tanks, The Lessee will keep books showing correct-
ly the quantity of all crude oi) or all natural gz produced, saved
and marketed from the said land, which books the Lessor or HIS agent
shall have the right to inspect atal] reasonable 2imes,

4. The Lessee agree not to drill a wel) within TWO HUNDRED FEET
(200') of any residence or barn now on said lang itithout the
written conseﬁt of the Lessor. The Lessee will bury pipe lines
below three foot (3') depth and will maintain saj. pipe tines in
g9ood repair and tompensate the Lessor for any dam:.ge done by leak-
a8g9e or otherwise from the said pipe lines.
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5. The Llesscr tovenant and agree to pay ali taxnms, rates and

assessments made or imposed 3gainst the saijg land, provided
however, that the Lessee shall Pay any increasc of the said
taxes, rates and assessments made or impased in resoect of any
improvements which the Lessee may make on the said land and the
lLessee shall also pay all taxes which may be made or imposed with
respect to wells, pipe lines or bther property brought upon or
maintaincd upon said Yand by the Lessee,

6. In the event that oil ar gas is found and marketed the Lessee
may build and maintain a Battery installation, for which purpose
the Lessor agree to lease not less than cne {1) acre and not more

0o € )
than two (2) acres to the Hfﬁiifuft a rental not exceeding é;( . fér.OM
HUNDRED AND DOLLARS ($+56=00) per annum. The said instal)- WLO

ation shall be located in corner of 1ot of the Lessor. The lessee 2?9
agree to maintain the said installation and the land leased there-

with in good condition at all times and to correct any unsatis-

factory or unsightly condition which may be found thereon by the
Lessor, who shal) be entitled to inspect it at any time.

7. If fences be necessary at well locations to prevent livestock
from having access thereto, the same wil) be provided by the
Lessee, and if the operations of the Lessee necessitate passage
through an existing fence, gates shall be provided or paid for by
the Lessee.

8. While well or wells are being drilled on the saijg land, the
Lessor shall be entitled to have access to the drilling rigs and
to examine cores and tc be consulted and informed when a well is
brought intp production‘or is about to be closed.

S. In the event that no crude o0il or natural gas shall have been
produced and sold during the year, this agreement shall be termin-

period of three hundred (300) days or more, this agreement may be
terminated by written notice given by the Lessor or by the Lessee,
which shall take effect ten {10} days after nctice. On or before
the date of tormination the Lecsee shal) deliver to the lessor a

release surrendering all of their interest in the said land to the
Lessor and shall at their own expense register suych release in the

Registry Office for the Registry Division in which the said land is
sftuated.
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V1. In the event that this agreement shall have been rencwed as

S Y Jee ) d‘}:"
aforesaid, the rental of T DOLLARS (§ per acre provided é,&10%

)
for in paragraph 1. of this agrcement shaly not be payable in feie

the second or any subsequent year,

13. It is hereby declared ang agreed that the rights of the Lessee

S

under this 2greement or any renewal thereof ma

ferred,

consent of the Lessor,

14, This dgreement is made subject to the provisions of any statute

W
O ’

of Canada or Ontario applicable tﬁereto and any regulations made

pursuant to sych statute.

15. The Lessee will not lay any pipelines on the leasehold premises

without first consulting with Lessor, so that such pipelines wil

not interfere with any tile of the Lessor.

16.

‘ng ably withheld.

IN WITNESS WHEREOF the parties hereto have executed this

2greement on the date first written AND affixed their seals,

. ; i, " e
SIGNED, SEALED AND DELIVERED /_{[M‘;;/,}y/wb et .

in the presence of:

)

) |
£ ot %’1 %/“”é RAM PETROLEUMS LipfTep
| Per: ﬂ?LQ£L4zkﬂu —

TORTARY

4%
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SCHEDULE "A" ATTACHED TO AND FORMING
LEASE DATED JULY 10, 197¢ BETWEEN GEO
FIRST PART,

PART OF AN oIL AND GAS

RGE J0OHN GRAHAM, OF THE
AND RAM PETROLEUMS LIMITED, OF THE SECOND PART

All and singular that certain parcel or tract of land
lying and being in the Township of Dawn, in the County of
Lambton, more Particularly described as the whole of

Lots 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15,
16, 17, 18, 19, 20, and the whole of a rj
49.5 feet, all as shown on a Plan o
east half of Lot 32, Concession 8,
by Henry Smith,

ght of way of

f Subdivision of the
Surveyed for A. Farwell
and filed for registry on the 10th day of

€ Registry Office for the Registry pivision
of Lambton as Plan No. 5
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lying and being in the Township of Dawn, in the County of
Lambton, more particularly described as t
Lots 1, 2, 3, 4, s, 6, 7, 8,
16, 17, 18, 19, 20, and the whole of a right of way of

49.5 feet, all as shown on a Plan of Subdivision of the
east half of Lot 32, Concession 8,

by Henry Smith, and filed for regis

he whole of
9, 1o, 11, 12, 13, 14, 15,

surveyed for A, Farwel]
try on the 1loth day of

April 1866 in the Registry Offjice for the Registry Divisjion

of Lambton as Plan No, 5

.
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This is Exhibit “J” to the
Affidavit of WAYNE MCMURPHY
Sworn October Z‘?, 2008

Commij er

Sherma Muria Ratr, a Commissioner, etfc.,

ounty of Lambton, for the Government of Or*~rir
Ministry of the Attorney General.

Expires May §, 2000
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(8} Nature of Document 3
GAS STORAGE LEASE AGREEMENT
2 NUMBER 652566 [Eriteusmmon
o i CERTIFICATE OF RBOISIRATIN —--—- SIXTY-THREE---—-~=~=== Dokers § 63.00 )
§ 787 Bescripion B
g MAY2 5 1989_a.¢-
'g / 33?” In the Township of Dawn, in the County of Lambton,
5 LAMEJON composed of part Lot 32, Concession 8, which may
gz.RNlA be more particularly described in a Schedule "A”
attached hereto and made a part hereof.
J
Neow Property identitiers 1o '
scheie [
cutions | <l
(7) This {) Redescription {b} Schedule for: 3
Adotone:: New Essement Additonasl
See []] Comteins Plan/Skeich [J! Oescription [X] Partes [ Other BJ
{8) Ths D t provides s follows : N

il

PHOTOCOPY ONLY

Continued on Scheduls

LY 3This Documen! reietes to instnument number{s)

635925

g
)

{ (10) Party(ies) {Set out Status or Intsrest)

\,
( (1) Party(les) (Set out Status or intersst)
Name(s)

RAM PETROLEUMS LIMITED

Name(s) Signeture(s) Dale of Signsture
A ] ]
i H

L IIGHT, AN e TS P
1 am not a spouse. N i
I am at least eighteen years of age. . .. .. . ... ... S
.............................................................................. i

LESSOR i P

{11) Addrees

o R.R. #2 OIL SPRINGS, Ontario NON 1PO y
<

Signature(s)

h 1
Richard J. Opekar i | §
e e e - ‘Secretary-Preasurer - - :. ..... ? .. I ..
1 have the authority to bind '! {1
e T T R Y abhe %mratton_ ................ :; ........ t .
LESSEE i ’ g
{13) Address
for 435 Exeter Road, LONDON, Ontario N6E 223 y
[ {14) Municipat Address of Property (15) Document Prepared by v Foet and Tax Y
RAM PETROLEUMS LIMITED g Registration Fee
UNKKROWN 435 BExeter Road g
LONDON, Omtarfo
NG6E 223 g
IS
o
i-d
_ 2 Total
N T e H
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?g STORAGE LEASE AGREEMEN

- Teseas LRSS 2x228DBUion

THIS AQREEMENT made this 3(4{ day of October, 1987 BETWEERN
AGNES KNIGHT

L A ) * e 00

b. b ) ¢
5 of the Township of Dawn {in the County of .Lambton and Province of
Ontario, hereinsfter called the "Lessor", of the First Part, and

Ram Petroleums Limited a body corporate with head office at the City
of Toronto, in the Province of Ontario, hereinafter called the

"Lessee"”, of the Second Part.
WHEREAS the Lessor is the registered own.er of.or is entitled to become
the registered owner of an estate in fee simple in that certain parcel
or tract of land, situate, lying and being in the Township of Dawn, in

the County of ‘Lambtoa::«..., Province of Ontario, described as follows:
- - . Part.af. Lot 3% Concession 8, more particularly described in Schedule AT attached

. s .ouoo-bo00--0b.oion-noOOQ.ooc.o.o.uon-0000.-.00.onounu.--oao-oo-

14
8 .....o'.'ll..l.il‘..'l000'l'tIOOO.....l..ll"ll.".vl..O'lll.t‘.lllo.

containing in all 1.8 acres, more or less (hereinafter called the
"said 1lands"”) subject to an oil and gas lease d?\ted the 23rd day of
.NQVPHbFPIQ.".(’. and registered on the 1! th day of April | , 19.7.7. in the
Registry Office - for the County of .ambton as No.409.8?§..., for the
Township of Dawn (hereinafter called "the oil and gas lease”), and
further subject to an agreement of pooling dated January 16th, 1978
and registered as Instrument # ..5.89(’58..... which lease and agreements
are hereby ratified, granted and adopted again in every respect and
the Lessee and Lessor agree again to be subject to their terms for any
further operations for production of 0il & Qas or Storage Operations

hereunder.
AND WHEREAS the Lessor has agreed to lease the sub-surface of the

@ hereinafter reserved and contained:

w said lands to the Lessee for the purposes and on the terms and
’:; conditions hereinafter set forth; P,
WITNESSETH that ing"éqn ideration of the sum of £
o o« Filsgahli Mtr-Beots, L 2iMy  NCC Dol XMEEE (45950 | ) ¥63.
now to the Lessor by the Lessee ( = ’éby R
Oclodb g e, ed) and the further rents, convenants and agreements A.H

The Lessor doth hereby demise and lease unto the Lessee, {ts
successors and essigns all and singular the said lands save and except
the surface rights thereto, save as hereinafter provided, (hereinafter
called "the demised lands”), to be held by the Lessee, subject to the
oil and gas lease, as tenant for a term of 7 years from the date
hereof, subject to renewal and extension as hereinafter provided, for
the purpose of injecting, storing and withdrawing gas, natural and/or

I 55
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.artificial, (hereiﬂ%

R

ver collectively referredx'o as "gas”") within or

from the demised lands;

Alkgielding an? paying therefor a clear annual rentsl at the rate of

hirty '!Dollars ¢ 3 Jgyper acre of the demised lands (the
payment he first annuwl®’ Tental is hereby acknowledged as received)
payable in advance on the anniversary date hereof in each year during
the term hereof; together with the sum of Three Hundred in 1986
Dollars ($300.00) for each acre (and/or frection thereof) of the
surface of the demised lands occupied by the Lessee nt any time during
any lease year for the purpose of the Lessee’s operations hereunder,
payable in arrears at the end of such lease year; provided that if the
Lessor ie already being compensated by the Lessee for its occupation
of such surface under any other Agreement with the Lessee, the total
rate of compensation for such occupation payable by the Lessee shall
not exceed the aforesaid sum. The sum of $300.00 to be adjusted by
the C.P.I. index rise if any, between today's date and the time of
commencement of occupation of the surface acreage for storage

operation purposes.

AND FOR THE CONSIDERATION, rentals and payments aforesaid, the
Lessor doth also hereby give and grant unto the Lessee insofar as the
Lessor has the right so to grant the same, the right, liberty and
privilege 1in, wupon, or across the surface lands, to lay down,
construct, operate, maintain, inspect, remove, replace, reconstruct
and repair roadways, pipes or pipe lines, tanks, stations, structures,
compressors and equipment necessary or incidental to the operations of

the Lessee hereinbefore described; together with the right of
withdrawing from the demised lands and of selling or otherwise
disposing of the same, all such waters, wsalts, minerals and other

substances as may be necessary to allow the injection and storage of
gas therein and with the right of entering upon, using and occupying
so much of the demised lands used by the Lessee, subject to all other
restrictions regarding surface operations herein contained and
contained within the afore mentioned lease, and the mutual convenants
and agreements as follows:

1. The Lessor shall promptly pay and satisfy all texes, rates and
assessments that may be assessed or levied against the said lands
during the continuance of this Agreement.

2. The Lessor claims to have good title to the said lands as
hereinbefore set forth, has good right and full power to lease the
demised lands, rights and privileges in the manner aforesaid and that
the Lessee upon performing and observing the convenants and conditions
on the Lessee’s part herein contained shall and may peacefully possess
and enjoy the demised lands.and the rights and privileges hereby
granted during the said term and any renewal and extensjion thereof
without any interruption or disturbance from or by the Lessor or by
any person whomsoever claiming under the Lessor.

3. The Lessor agrees that at the expiration of the term of 7 years
hereinbefore mentioned, this lease will be extended from year to year
provided the Lessee shall have installed Tacilities for storage and/or
utilized the said lands within the first 7 years of this leass.
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Furthermore, the LW _.e agrees not to exerciequis rights to purchase
'gas  and wutilize the said lands for storage until the Lessee has
produced 76X of the total gas contained within the known reservoir or
produced such quantity of Eas as to bring the reservoir pressure down
to a minimum of 250 1lbs. P.S.1.

4. If the lLessor owns an interest in the demised lands less than the
entire fee simple estate, the rentals and payments to be paid
hereunder shall be paid to the Lessor only in the proportion which the
Lessor’s interest bears to the whole and undivided fee.

THE LESSEE HEREBY CONVENANTS AND AGREES TO AND WITH THE LESSOR:

5, To pay the rentals hereinbefore reserved in each and every year
in advance during the currency of this Agreement.

6. To pay all taxes, rates and assessments that may be assessed or
levied in respect of any and all machinery, compressors, equipment,

tanks, structures and works placed by the Lenpea in, on, or over the

"demised lands.

7. To conduct all its operations on the demised lands in a diligent,
careful and workmanlike manner and in complience with the provisions
of law applicable to such operations and where such provisions of law

provisions of law shall prevail, 1in as far as the law further 1limits
the rights of the Lessee as herein granted.

8. Save as herein specifically provided with respect to the purchase
by the Lessee of the Lessor's interest in such of the gas and oil and
related hydrocarbons as are contained in the demised lands, there 1is
hereby excepted and reserved to the Lessor in respect of all waters,
salts, minerals and other substances withdrawn, saved and sold or
otherwise disposed of from the demised lands hereunder, a gross
royalty of twelve and a half percent (12.6%) of the current market
value of such substances at the wellhead.

9. Not to drill or operate a well within two hundred feet of any
residence or barn on the said lands without the Lessor’s consent, and

~when required by the Lessor to bury pipe lines as provided in the

aforementioned lease.

10, To pay and be responsible for all damages and injuries sustained
by the Lessor caused by or attributable to the operations of the
Lessee and upon the abandonment of any well and the cessation of
operations by the Lessee to restore the surface thereof to the same
condition, so far as may be practicable, as existed before the entry

thereon and use thereof by the Lessee.

11. That upon surrendering any of its interest in the demimed lands
to the lLessor, it shall at its own expense register such surrender
within 60 days in the Registry Office for the Registry Division 1in
which the said lands are situated.

|5F
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THE LESSOR AND “ig LESSEE DO HEREBY MUTUAég§ COVENANT AND AGREER
‘BACH WITH THE OTHER AS FOLLOWS:

12. The lessee shall have the right at any time and from time to time
to surrender this Agreement as to all of the demised lands, whereupon
this Agreement and all payments hereunder shall be terminated as to
the demised lands so surrendered and the surface thereof; provided
that the Lessee shall have no right to surrender this Agreement in
respect of @eny portion of the demised lands lying within the area
described 1in Schedule "A", wunleass such surrender be for the whole of
the demised lands and its entire interest under this Agreement and
under all storage agreements with the parties listed in Schedule "B".

13. The Lessee shall at all times during the currency of this
Agreement and for a period of six months following the termination
thereof or following a surrender either in whole or in part have the
right to remove or cause to be removed from the said lands all tanks,
stations, structures, fixtures, pipe lines, compressors, material and
equipment of whatsoever nature or kind which it may have placed in or
on the said lands or on any area surrendered and to pull casing in
wells drilled end/or operated on the demised lands pursuant to the
terms of this Agreement, provided the Lessee is not in default of any
other provision contained in this Agreement.

14. With the Lessors’ further written consent, such consent not to be
unreasonably withheld, the Lessee may delegate, assign or convey to
other corporations or persons, partnerships, associations and other
unincorporated bodies, any of the powers, privileges, rights or
interests demised, granted, leased or conferred upon the Lessee herein
and may enter into all agreements, contracts and writings and do all
things necessary to give effect to this Clause. Ram Petroleums
Limited shall remain responsible for all obligations set out in this
Agreement regardless of any assignments and will remain responsible to
the Lessor for the obligations of the Lessee as herein set forth while
this Agreement is in effect.

16. In case there is or shall be any tax, mortgage, encunbrance,
lien, balance of purchase money or other charge upon the said lands
which has priority to this Agreement other than the oil and gas lease,
the Lessor hereby authorizes the Lessee to pay at its option any or
all compensation and/or rents which shall become payable hereunder in
or towards the discharge of such tax, mortgage, encumbrance, lien,
balance of purchase money, or other charge upon the said lands and
thereupon the Lessee shall at its option become subrogated to the

rights of the holder thereof.

16. Subject to its rights, 1if any, under the oil and gas lease, the
Lessee shall not inject gas into the demised lands under the
provisions hereof wuntil it has purchased from the Lessor, as
hereinafter provided, the Lessor’s interest 1in such of ‘the gas
contained in the demised lands as are lisble on the withdrawal of the
gas 8o injected to be co-mingled indistinguishably therewith es to
their respective volumes, or as are liable to be rendered commercially
unrecoverable by reason of such injection or the storage operations to
be conducted by the Lessee hereunder. Subject to Clause 3, nothing

{™
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‘Jue Lessee from and it is ﬁéreby given the right
purchase the Lessor’s interest ip
gas contaiped in the demised lands, as herein set forth.

17. The purchase price of gas to be purchased by the Leseee under
Clause 16 hereof shall be computed as follows:

(a) 12 1/2% of the current market value at the wellhead of all
gas commercially recoverable from the demised lands down to
atmospheric wellhead pressure.

or
(b) in the manner hereinafter provided.
18. In the event that the Lessee desires to purchase any of the gas

as provided in Clauses 16 and 17 hereof, it shall give written notice
to the Lessor of the quantity thereof to be purchased, the price
therefor computed as provided in Clause 17 and the effective date of
such purchase. The Lessor shall within Ninety (90) days from the
receipt of the aforesaid notice advise the Lessee that it disputes the
purchase price, quantity purchased and effective date of such
purchase, and in default of such notice of dispute the lLessor shall be
deemed to have agreed thereto and the same shall become final and
binding upon the Lessor and the Lessee. In the event that the Lessor
gives such notice of dispute, such purchase price, quantity purchased
and effective date of such purchase, shall be determined by a board of
arbitration in the manner provided under the Energy Board Act of
Ontario and the regulations thereunder or under any act or regulations
in amendment or substitution therefor. All costs of arbitration are
to be borne by Ran. :

18. (A) FURTHER PROVIDED the Lessee shall adjust the surface rental
and the "Annual Rental” payable as provided in this lease, prior to
every 65th payment (i.e. Prior to 6th, 10th, 16th) these payments shall
be adjusted upwards or downwards in accordance with the changes in the
consumer price index as determined and published by Statisticse Canada
(or its successors) for the previous 6 calendar years ending December
31st prior to each adjustment.

18.(B) The Lessee shall provide the Lessor with written notice of the
quality, quentity and price of gas to be purchased and technical date
supporting its offer. If both the Lessee and the Lessor agree to an
alternative to a board of arbitration provided under the Energy Board
Act, the alternative will be used to resolve disputes. All costs of
the alternative are to be borne by Ran.

19. Subject to the terms made by the board of arbitration aforesaid,
payment of the purchase price shall be made to the Lessor in three
equal annual instalments. The first payment of the purchase price

shall be made effective the date on which the Lessee first commences
to inject gas into the demised lands or into any other lends within a
gas storage area so designated by law with which the demised lands
form a copmon storage pool or reservoir; and subsequent payments of
such purchase price and storage rental shall be made on the
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anniversary dates tﬁgreof.
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19.(A) In eddition, the Lessee agrees to pay the Lessor the Lessor’s
share, as set out in Schedule "B", of ﬂyx of the Barnings from storage

operations under said lands. Earnings are to be calculated on a
vyearly basis and payment to the Lessor is to be made no later than 90
days after the end of the year. The date of this Agreement is the

first day of the year for the purpose of this subclause. Barnings are

defined in subclause 19.(B).
This subclause does not apply to gas purchased under Clause 18§6.

19.(B) For the purposes of 19.(A) Rarnings are defined a8 gross
proceeds from the sale of gas stored less the smount pald for a volume
of gas purchased and stored which would account for the volume of gas
sold giving effect to gas used in compression and gas lost through

leakage. )

1 19.(¢C) In the event Ram delegates, asﬁign; or conveys to any of the

powers, privileges, rights or interests conveyed by this agreement Ranm
shall pay to the Lessors, within Thirty (30) days of receipt by Ram,
their proportionate share, as set out in Schedule "B”, of 10X of the
consideration received or receiveble by Ran. Subclauses 19.(A) and
19.(B) will not be binding on the aforesaid third party while the
delegation, assignment or conveyance remains in effect.

20. All payments to the Lessor provided for in this Adreement shall
at the Lessee’s option be paid or tendered either to the Lessor or to
the Lessor’'s "agent” named in and pursuant to this Clause or to the
"depository”" herein named. All such payments or tenders may be made
by cheque or draft of the Lessgee payable to the order of the Lessor or
his agent, or in cash, either mailed or delivered to the Lessor or his
agent, as the case may be, or to the depository, as the Lessee may
elect. Payments or tenders made by mail as herein provided shall be
deemed conclusively to have been received by the addressee t
(48) hours after such mailing. . Séven (7)
Aays

The Lessor does hereby appoint ........... N I N I

of .ttt *rreccrresiessssise.. as his egent as aforesaid and
et s e e e n e ettt e e e e et e e -+ at address sbove, and its
successors, as his depository as aforesaid.

All payments to the depository shall be for the credit of the
Lessor or his agent, as the case may be. The agent and the depository
shall be deemed to be acting on behalf of the Lessor and shall
continue as the agent and depository, respectively, of the Lessor for
receipt of any and all sums payable hereunder regardless of any change
or division in ownership (whether by sale, surrender, assignments,
sublease or otherwise) of the demised lands or any part thereof or the
rentals and other payments hereunder unless and until the Lessor gives
the notice mentioned herein. All payments made to the agent or
depository as herein provided shall fully discharge the Lessee from
all further obligation and liebility in respect thereof. No change in
agent or depository shall be binding upon the Lessee unless and until
the Lessor shall have given Thirty (30) days’ notice in writing to the
Lessee to make such payments to another agent or a depository at a
given address which changes will be specified in asuch notice; provided

A
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however, that only une such agent and one such depository, both of
. whom shall be resident jn Canade, shall have authority to act on

behalf of the Lessor at any one time.

21. This Agreement expresses and constitutes the entire agreement
between the Parties, and no implied covenant or liability of any kind
is created or shall arise by reason of these presents or anything
herein contained.

22. All notices to be given hereunder may be given by letter
delivered or mailed, postage prepaid, and addressed to the Lessor at

L I R S S . [ L I 4 6000000 a0 LR A M

L A Y . L A T I P e s e L A I LI I I Y L3

and to the Lessee C/0 The Manager, Land Department, 436 Exeter Road,
London, Ontario N6E 223 OR such other address as either from time to
time the Lessee may appoint in writing, and every such notice so
mailed shall be deemed to be given to and received by the addressee
seven (7) days after such wailing. . ‘ .

23. If the standard of measurement applicable to the transaction

. contemplated herein is changed by law to the metric or any other

-gf " system, all measurements provided for herein shall be interpreted as
‘ referring to their metric or other applicable equivalents.

r 24, Subject as hereinbefore provided, this Agreement shall ensure to

i the benefit of and be binding upon the Parties hereto and each of

them, their respective heirs, executors, administrators, successors

and assigns.

5%; IN WITNESS WHEREOF the Parties hereto have executed and delivered
\ h these presents as of the day and year first above written,

SIGNED, SEALED AND DELIVERED

In the Presence of:

M Dt
B3 25. [essee anrees fo  tons tvar ay) /m,g.‘,a,7J 4
jbnd& fb /v a FHﬁ? /detu‘hfg’ 6’”/\¢c/5;3: /ﬁé’ ‘Sfb/‘?sé? ,452
oo/ do ovtSiHe ja,f /més /oﬁ{q//g/ Fvo fAe

bovngeries of Lot 32, [Lucess o & .
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SCHEDULE "A"

ALL AND SINGULAR that certaln parcel or tract of

land and premises situate, lying and being in the

Township of Dawn in the County of Lambton being

composed of part of Lot Number Thirty-two (32)

in the Eighth (8th) Concession of the said Township /ﬁ(

which said part may be more particularly :
. described as follows:

COMMENCING at'A POINT WHERE .TWE GOwrnERLIY LIMIT OF
‘ INVFERSECTS THE H0AD ALLauffmfe _r” Al.,y» atrwgz,é‘gofiu/“.
FAOE NS WIOENED On RExeRBiCE PLAN 2ER-Y4 ) -
THENCE northerly along the westerly limit a distance
of Seven Hundred and Ninety-two feet (792') more
or less to a point, which point is on the dividing
line between the South Forty (40) acres of the West
one-half and the North Forty (40) acres of the South
Eighty (80) acres of the West one-half of said Lot
number Thirty-two (32) and which point is the point
of commencement of the lands herein described;

THENCE northerly along the said westerly limit a
dlstance of Two Nundred and Seventy-two feet (272');

THENCE easterly parallel to the south limit of
sald Lot number Thirty-two (32) a distance of Two
Hundred and Forty-six feet (246'); :

THENCE southerly parallel to the west limit of the
said Lot a distance of Two Hundred and Seventy Two
Feet (272');,

THENCE westerly parallel to the south 1limit of the
sald Lot a distance of Two Hundred and Forty Six Feet

(246') to the point of commencement)

3
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SCHEDULE B

Percentage

Colin & Olive McMurphy ’ : 9.7012
C.D.&J.A.McMurphy . . ) 9.7012
Eldon G. Knight, Lyle K. Knight ’ )
and Margaret S. Knight 45.1494
George Graham 25.7470
Lyle and Margaret Knighé » 9.2768
A. Knight .4244
100,000¢

@3




TAB K



This is Exhibit “K” to the
Affidavit of WAYNE MCMURPHY
Sworn October %7, 2008

Commis er

Sherma Muria Ratz, a Commissioner, etc.,

sounty of Lambton, for the Government of Dr~sn
winistry of the Attorney General,

Cxpirps May 6, 2000
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9AS STORAQGE LEASE AGREEMENT

= =2 —m eSSl

THIS AOREEMENT made this 3/.4 day of October, 1987 BETWREN
LYLE KENNETH KNIGHT

L R S

AND
MARGARET SHARON KNIGHT

L

of the Township of Dawn, 1in the County of Lambhton and Province ' of
Ontario, hereinafter called the "Lessor”, of the First Part, and
Ram Petroleums Limited a body corporate with head office at the City
of Toronto, in the Province of Ontario, hereinafter called the
"Lessee", of the Second Part. .

WHERRAS the Lessor is the registered owner of or is entitled to become
the registered owner of an estate in fee simple in that certain parcel
or tract of land, situate, lying and being in the Townehip of Pawa, in
the County of ‘Lambton: . ..., Province of Ontario, described as follows:

L I Qonl.'lllllOu00.0-00.‘0.-0.....‘holtbllD.OQotlchlllOOIOQQOO

.-.o-a.--oo.--ovoo--ooo0;0---0-.....-.--oo-oo---oon---.na.o---ou..oa.

containing in al] 38:25 acres, more or less (hereinafter ﬁalled the
~said lands") subject to an oil and gas lease dated the 28th dey of
1 day of September’ *jg76 TPV P
cgistry Office for the County of Lambton”™ No.39?511.., for the
Township of Dawn (hereinafter colled "the oil and gas lesse”"), and
further subject to an ogreement of gooling dated January 16th, 1978
and registered as Instrument §# .§QW§....., which lease and agreements
are hereby ratified, granted and adopted again in every respect and
the l.essee and Lessor agree again to be subject to their terms for any
further operations for production of 011 & Gas or Storage Operations
hereunder.
AND WHEREAS the Lessor hos agreed to lenase the sub-surface of the
sald Jlonds to the Lessee for the purposes and on the terms and
conditione hereinafter set forth;v

WITNESSETH ‘that consideration of the sum

#ed) and the further rents, convenﬁ%1a. men(

ereinafter reserved and contained:

The Lessor doth hereby demise and leasme unto the Lessee, its
successors and assigns all and singuler the said lands save and except
the surface rights thereto, save as hereinafter provided, (hereinafter
called "the demised lands”"), to be held by the Lessee, subject to the
oil and gas leasse, as tenant for a term of 7 Years from the date
hereof, subject to renewal and extension as hereinafter provided, for
the purpose of injecting, storing and withdrawing gas, natural and/or

in of
Qne. Thausand Tbree, Hundred ?lmﬁtyw P . BRI XX (s 730050
now paid to the Lessor 'y"’tﬂ :gg'ée %tﬁéﬂ;‘,‘gif'* of_whi - 5;%375% /2%
an agree

’;r/a, PL-
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-
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ﬁrtificial. (herein&fter collectively referred f; as "gas” ithi
from the demised lands; ‘ g ) w n or

Yieldin ania%paying therefoifﬂk?*{ar annual rental at the rate of
pe )

Thirty ollars (géggun
payment o e first ann rehtal is hereby acknowledged as received)

the termnm hereof; together with the sum of Three Hundred in 1l9gs
Dollars ($300.00) for each acre (and/or fraction thereof) of the
surface of the demised lands occupied by the Lessee at any time during
any lease year for the purpose of the Lessee’s operations hereunder,
payable in arrears at the end of such lease year; provided that if the
Lessor is already being compensated by the Lesses for its occupation
of such surface under any other Agreement with the lLessee, the total
rate of compensation for such occupation payable by the Leasee shall
not exceed the aforesaid sum. The sum of $300.00 to be adjusted by
the C.P.I. index rise if any, between today’s date and the time of
commencement of occupation of the surface acreage for storage

operation purposes.

AND FOR THR CONSIDERATION, rentals and pPayments aforeaaid, the
Lessor doth also hereby give and grant unto the Lessee insofar as the
Lessor has the right so to grant the same, the right, liberty and
privilege in, upon, or across the surface lands, to lay down,
construct, operate, maintain, inspect, remove, replace, reconstruct
and repair roadways, pipes or pipe lines, tanks, stations, structures,
compressors and equipment necessary or incidental to the operations of

the Lessee hereinbefore described; together with the right of
withdrawing from the demised lands and of selling or otherwise
disposing of the same, all such waters, salts, minerals and other

substances as may be necessary to allow the injection and storage of
gas therein and with the right of entering upon, using and occupying
80 much of the demimsed lands used by the Lessee, subject to all other
restrictions regarding surface operations herein contained and
contained within the afore mentioned lease, and the mutual convenants

and agreements as follows:

1. The Lessor shall Promptly pay and satisfy all taxes, rates and
assessments that may be assessed or levied againat the said lands
during the continuance of this Agreement.

2. The Lessor claims to have good title to the said lands as
hereinbefore set forth, has good right and full Povwer to lease the
demised lands, rights and privileges in the manner aforesaid and that
the Lessee upon rerforming and observing the convenants and conditions
on the Lessee’s part herein contained shall and Bay peacefully possess
and enjoy the demised lands and the rights and privileges hereby
granted during the said term and any renewal and extension thereof
without any interruption or disturbance from or by the Lessor or by
8ny person whomsoever cleiming under the Lessor,

3. The Llessor agrees that at the expiration of the term of 7 years
d, i

hereinbefore mentione
provided the Lessee shall have installed facilities for storage and/or

utilized the said lands within the first 7 years of this Jleasse.
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'Furthermore, the Lesgie agrees not to exercise its rights to purchase
gas and wutilize the wsaid lands for storage until the Lessee has
produced 75% of the total gas contaiped within the known reservoir or
produced such quantity of gas as to bring the reservoir pressure down
to a minimum of 250 lbs. P.s.I.

4. If the Lessor owns an interest in the demised lands less than the
entire fee simple estate, the reotals and payments to be paid
hereunder shall be paid to the Lessor only in the proportion which the
Lessor’s interest bears to the whole and undivided fee.

THE LESSEE HEREBY CONVENANTS AND AGREES TO AND WITH THE LESSOR:

5. To pay the rentals hereinbefore reserved in each and every year
in advance during the currency of this Agreement.

6. To pay all taxes, rates and assessments that may be assessed or

- levied ip respect of any and all machinery, compressors, equipment,

tanks, structures and works placed by the Lessee in, on, or over the
demised lands.

7. To conduct all its operations on the demised lands in a diligent,
careful and workmanlike manoer and in compliance with the provisions
of 1law applicaeble to such operations and where such provisions of law
conflict or are at variance with the provisions of this Agreement such
provisions of law shall prevail, in as far as the law further linmits
the rights of the Lessee as herein granted.

8. Save as herein specifically provided with respect to the purchase
by the Lessee of the Lessor'’'s interest in such of the gas and oil and
related hydrocarbons as are contained in the demised lands, there is
hereby excepted and reserved to the Lessor ip respect of all waters,
salts, minerals and other substances withdrawn, saved and sold or
otherwise disposed of from the demised lands hereunder, a gross
royalty of twelve and a half percent (12.5X) of the current market
value of such substances at the wellhead.

g. Not to drill or operate a well within two hundred feet of any
residence or barn on the said lands without the Lessor’s conasent, and
when required by the Lessor to bury pipe lines as provided in the
aforementioned lease.

10. To pay and be responsible for all demages and injuries sustained
by the Lessor caused by or attributable to the operations of the
Lessee and upon the abandonment of any well and the cessation of
operations by the Lessee to restore the surface thereof to the same
condition, 8o far as may be practicable, as existed before the entry
thereon and use thereof by the Lessee.

11. That upon surrendering any of its interest in the demieed lands
to the Lessor, it shall at its own expense register such surrender
within 60 days in the Registry Office for the Registry Division in
which the said lands are situated.



THE LESSOR ANDMTHE LESSER DO HEREBY MUTUALEY COVENANT AND AGRER
EACH WITH THE OTHER AS FOLLOWS:

to surrender this Agreement as to all of the demised lands, whereupon
this Agreement and all payments hereunder shall be terminated as to
the demised lands so surrendered and the surface thereof; provided
that the Lessee shall have no right to surrender this Agreement in
respect of any portion of the demised lands lying within the area
described in Schedule "A", unless such surrender be for the whole of
the demised lands and its entire interest under this Agreement and
under all storage agreements with the parties listed in Schedule "B",

13. The Lessee shall at all times during the currency of thisg
Agreement and for a period of six months following the termination
thereof or following a surrender either in whole or in part have the
right to remove or cause to be removed from the said lands all tanks,
stations, structures, fixtures, pipe lines, compressors, material and
equipment of whataoevep nature or kind which it may have placed in or
on the said lands or on any area surrendered and to pull casing 1in
wells drilled and/or operated on the demised lands pursuant to the
terms of this Agreement, provided the Lessee is not inp default of any
other provision contained in this Agreement.

14. With the Lessors’ further written consent, such consent not to be
unreasonably withheld, the Lessee may delegate, assign or convey to
other corporations or persons, partnerships, associations and other
unincorporated bodies, any of the powers, privileges, rights or
interests demised, granted, leased or conferred upon the Lessee herein
and may enter into all agreements, contracts and writings and do all
things necessary to give effect to this Clause. Ram Petroleums
Limited shall remain responsible for all obligations set out in this

the Lessor for the obligations of the Lessee as herein set forth while
this Agreement is in effect.

15. In case there is or shall be any tax, mortgage, encumbrance,
lien, balance of purchase money or other charge upon the said lands
which has priority to this Agreement other than the o0il and gas lease,
the Lessor hereby authorizes the Lessee to pay at its option any or
all compensation and/or rents which shall become payable hereunder in
or towards the discharge of such tax, mortgage, encumbrance, ljen,
balance of purchase money, or other charge upon the said lands and
thereupon the Lessee shall at its option beconme subrogated to the
rights of the holder thereof.

16. Subject to its rights, if any, under the o0il and gas lease, the
Lessee shall npot inject gas into the demised lands under the
provisions hereof until it has purchased from the Lessor, as
hereinafter provided, the Lessor's interest in such of the gas

contained in the demised lands as are liable on the withdrawal of the
gas 80 injected to be co-mingled indistinguishably'therewith as to
their respective volumes, or as are liable to be rendered commercially
unrecoverable by reason of such injection or the storage operations to
be conducted by the Lessee hereunder. Subject to Clause 3, nothing



=

g

™

-

"herein shall prevent the Lessee fronm and it is hereby given the right

at any time and from time to time to purchase the Lessor’s interest in
gas contained in the demised lands, as herein set forth,

17. The purchase price of gas to be purchased by the Lessee under
Clause 16 hereof shall be computed as follows:

(e) 12 1/2% of the current market value at the wellhead of all
gas commercially recoverable from the demised lands down to
atmospheric wel lhead pressure.

or
(b) in the manner hereinafter provided.
18. In the eveﬁt that the Lessee desires to purchase any of the gas

as provided in Clauses 16 and 17 hereof, it shall give written notice
to the Lessor of the quantity thereof to be purchased, the price
therefor computed as provided in Clause 17 and the effective date of

such purchase. The Lessor shall within Ninety (90) days from the
receipt of the aforesaid notice advise the Lessee that it disputes the
purchase price, quantity purchased and effective date of such

purchase, and in default of such notice of dispute the Lessor shall be
deemed to have agreed thereto and the same shall become final and
binding upon the Leasor and the Lessee. In the event that the Lessor
gives such notice of dispute, sauch Purchase price, quantity purchased
and effective date of such purchase, shall be determined by a board of
arbitration in the manner provided under the Energy Board Act of
Ontario and the regulations thereunder or under any act or regulations
in amendment or substitution therefor. All coste of arbitration are

to be borne by Ran.

18.(A) FURTHER PROVIDED the Lessee shall adjust the surface rental
and the "Annual Rental” payable as provided in this lease, prior to
every 5th payment (i.e. Prior to Sth, 10th, 15th) these payments shall
be adjusted upwards or downwards in accordance with the changes in the
consumer price index as determined and published by Statistics Canada
(or 1its successors) for the previous 5 calendar years ending December
31st prior to each adjustment.

18.(B) The Lessee shall provide the Lessor with written notice of the
quality, quantity and price of gms to be purchased and technical data
supporting its offer. If both the Lessee and the Lessor agree to an
elternative to a board of arbitration provided under the Energy Board
Act, the alternative will] be used to resolve digputes. All costs of
the alternative are to be borne by Ran.

19, Subject to the terms made by the board of arbitration aforesaid,
payment of the purchase price shall be made to the Lessor in three
equal @annual instalments. The first payment of the purchase price
shall be made effective the date on which the Lessee first commences
to inject gas into the demised lands or into any other lends within a
gas storage area so designated by law with which the demised lands

form a common storage pool or reservoir; and subsequent payments of
such purchase price and storage rental shall be made on the
6
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anniversary dates thereof.

19.(A) 1In addition, the Lessee agrees to pay the Lessor the Lessor'’s
share, as set out in Schedule "B", of Jo X of the Earnings from storage
operations under said lands. Earnings are to be calculated on 4
yearly basis and payment to the Lessor is to be made no later than 990
days after the end of the year. The date of this Agreement is the
first dey of the year for the purpose of this subclause, Barnings are
defined in subclause 19.(B).

This subclause does not apply to gas purchased under Clause 16.

19. (B) For the purposes of 19.(A) Barnings are defined as gross
proceeds from the sale of gas stored lesa the amount paid for a volume
of gas purchased and stored which would account for the volume of gas
sold giving effect to gas used in compression and gas lost through

leakage. )

-19. (C) In the event Ranm delegates, assigns or conveys to any of the
powers, privileges, rights or interests conveyed by this agreement Ram
shall pay to the Lessors, within Thirty (30) days of receipt by Ranm,
their proportionate share, as set out in Schedule "B", of lox of the
consideration received or receivable by Ram. Subclauses 19.(A) and
19.(B) will not be binding on the aforesaid third party while the

" delegation, assignment or conveyance remains in effect.

20. All payments to the Lessor provided for in this Agreement shall
at the Lessee’s option be paid or tendered either to the Lessor or to
the Lessor’s "agent” named in and pursuant to this Clauge or to the
"depository" herein named. All such payments or tenders may be made
by cheque or draft of the Lessee payable to the order of the Lessor or
his agent, or in cash, either mailed or delivered to the Lessor or his
agent, as the case may be, or to the depository, as the Lessee may
elect. Payments or tenders made by mail as herein provided shall be
deemed conclusively to have been received by the addressee

Aay

The Lessor does hereby appoint ....... Sttt e ettt ettt
of Tttt sttt ittt ettt titeessees... 88 his agent as aforesaid and
et e e te e sersserencsssy, at address above, and its
successors, as his depository as aforesaid. )

All payments to the depository shall be for the credit of the
Lessor or his agent, as the case may be. The agent and the depository
shall be deemed to be acting on behalf of the Lessor and ghall
continue as the agent and depository, respectively, of the Lessor for
receipt of any and all sunms payable hereunder regardless of any change
or division in ownership (whether by sale, surrender, assigoments,
sublease or otherwise) of the demised lands or any part thereof or the
rentals and other payments hereunder unless and until the Lessor gives
the notice mentioned herein. All payments made to the agent or
depository as herein provided shall fully discharge the Lessee from
all further obligation and liability in respect thereof. No change in
agent or depository shall be binding upon the Lessee unless and until
the Lessor shall have given Thirty (30) days’ notice in writing to the
Lessee to make such payments to another agent or a depository at a
given address which changes will be specified in such notice; provided

§a
~

X®

forty—eight
(48)—houwre after such mailing. séeven (2) ;?9
b
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however, that onlyabne such agent and one aucﬁydepository, both of
whom shall be resident jin Canada, shall have authority to act op
behalf of the Lessor at any one time.

21. This Agreement eéxpresses and constitutes the entire agreement
between the Parties, and no implied covenant or liability of any kind
is created or shall arise by reason of these pPresents or anything

herein contained.

22, All notices to be given hereunder may be given by letter
delivergd or mailed, postage prepaid, and addressed to the Lessor at
. ..&...Q‘.'...Srr.’": To..Pnenie

Nowafe | .. .

. > e . .
and to the Lessee C/0 The Manager, Land Department, 435 Exeter Road,
London, Ontario NGE 223 oR such other address as either from time to
time the Lessee may appoint in writing, and every such notice =o
mailed shall be deemed to be given to and received by the addressee
seven (7) days after such mailing. :

23. If the standard of measurement applicable to the transaction
contemplated herein is changed by law to the metric or eny other
system, all measurements provided for herein shall be interpreted as
referring to their metric or other applicable equivalents.

24. Subject as hereinbefore provided, this Agreement shall ensure to
the benefit of and be binding upon the Parties hereto and each of
them, their respective heirs, executors, adninistratora, successors
a assigns.

SIGNED, SEALED AND DELIVERED

In the Presence of: z: ,!‘
i .. %7@%@%.

LA B R A Y LR A N L A N N ]

Lessee agcees fv canstct aff fanewa s

5.

ool pun bry  pipelines conn ewz} /he .

%é 5f'oraj€ oo/ v ovfs.de 923 f1a€
poia /el PSR foundaries o f éo/'32/

Conc €58/'om & .

[F5
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SCHEDULE "a"

Part of the West half of Lot 32, Concession 8 more particularly
described as follows: :

COMMENCING at a point in the limit between the North 1/5th and the
Southerly 4/5ths of the West half of the said lot at a point
distant fifty feet (50') East from the Westerly limit of the said
lot which said point is the point of commencement; THENCE
continuing East and along the said limit to the 1limit between
the East half and the West half of the said lot; THENCE Southerly
along the last mentioned limit to the limit between the Northerly
3/5ths and the Southerly 2/5ths of the said lot; THENCE Westerly
along the last mentioned limit to a point distant two hundred and
ninety-six feet (296') measured Easterly along the said limit
i from the Westerly limit of the said lot; THENCE North and parallel
to the Westerly limit of the said lot a distance of two hundred
and seventy-two feet (272') to a point; THENCE Westerly and

said lot; THENCE Northerly and parallel to the Westerly limit to

|74
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SCHEDULE B

Pe;centa
3 Colin & Olive McMurphy ) 9.7012
C.D.&J.A.McMurphy ) . 9.7012
Eldon G. Knight, Lyle K. Knight

and Margaret S. Knight 45.149
é% George Graham 25.7§7'
Lyle and Margaret Knighé 9.2768

i A. Knight .4244
100.00¢(
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This is Exhibit “L” to the
Affidavit of WAYNE MCMURPHY
Sworn October %1, 2008

Sherma Muria Ratz, # Commissioner, efe.,

ounty of Lambton, for the Government of Or -
Ministry of the Attorney General.

“¥pires May §, 2nnn

el
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THIS AGREEMENT made this 3@(. day of October, 1987 BETWBEN

3 LYLE KENNETH KNIGHT
% 'BLDON GORDON KNIGHT
AND

ooooo

of the Township of P??P, in the County of P???EQ. and Province of

Ontario, hereinafter called the "Lessor"”, of the First Part, and
Ram Petroleums Limited a body corporate with head office at the City
of Toronto, in the Province of Ontario, hereinafter called the
"Lessee", of the Second Part. .
WHEREAS the Lessor is the registered owner of or is entitled to become
the registered owner of an estate in fee simple in that certain parcel
or tract of land, situate, lying and being in the Township of Dawn, in
the County of Jambton = | , Province of Ontario, described as follows:

anSchedule . v AT g
SR WA SIS DRSO
Rse o — —— - -
containing in alll86.16 acres, more or less (hereinafter called the
"said lands") subject to an 0il and gas lease dated the 28th_ day of
" .Aygust, 1976, and registered on the 44th day of September 19.7.6, in the
Registry Office for the County of .Lambton g4 No.J”ﬁﬂQ%ﬁ?657for the
Township of Dawa (hereinafter called "the oil and gas lease™), and
further subject to an agreement of pooling dated January 16th, 1978
and registered as Instrument # 559#?3.,..., which lease and agreements
are hereby ratified, granted and adopted again in every respect and
the Lessee and Lessor agree again to be subject to their terms for any
further operations for production of 0il & Gas or Storage Operations
hereunder.
AND WHEREAS the Lessor has agreed to lease the sub-surface of the
said 1lands to the Lessee for the purposes and on the terms and
conditions hereinafter set forth; '

WITNESSBTH that in  consideration of the sum of £%
.Six .-Thousand. ¥ ?

Ly now paid tooth EWhor tK2 55%2 %’ 13 ('
- aghmowtedged) and the further rents, odvenanfs %
o ﬁgﬁphereinafter reserved and contained:
A

agreements

, The Lessor doth hereby demise and lease unto the Lessee, its
§§ successors and assigns all and singular the said lands save and except
9 the surface rights thereto, save as hereinafter provided, (hereinafter
called "the demised lands”"), to be held by the Lessee, subject to the
oil and gas lease, as tenant for a term of 7 years from the date
hereof, subject to renewal and extension as hereinafter provided, for
the purpose of injecting, storing and withdrawing gas, natural end/or

79
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artificial, (hereinafter collectively referred to as "gas") within or
from the demised lands;

H> |
Yielding D c'pay ng therefor ;Kcé r nual rental at the rate of
Thirty rey, Dollars ( ~80) p'?aa e of the demised 1lands (the

payment of the first ann rental is hereby acknowledged as received)
payable in advance on the anniversary date hereof in each year during
the term hereof; together with the sum of Three Hundred in 1986
Dollars ($300.00) for each acre (and/or fraction thereof) of the
surface of the demised lands occupied by the lessee at any time during
any lease year for the purpose of the Lessee's operations hereunder,
payable in arrears at the end of such lease yYear; provided that if the
Lessor 1is already being compensated by the Lessee for its occupation
of such surface under any other Agreement with the Lessee, the total
rate of compensation for such occupation payable by the Lessee shall
not exceed the aforesaid sum. The sum of $300.00 to be adjusted by
the C.P.I. 1index rise if any, between today’s date and the time of
commencement of occupation of the surface acreage for storage
operation purposes.

AND FOR THE CONSIDERATION, rentals and payments aforesaid, the
Lessor doth also hereby give and grant unto the Lessee insofar as the
Lessor has the right so to grant the same, the right, liberty and
privilege 1in, wupon, or across the surface lands, to lay down,
construct, operate, maintain, inspect, remove, replace, reconstruct
and repair roadways, pipes or pipe lines, tanks, stations, structures,
compressors and equipment necessary or incidental to the operations of
the Lessee hereinbefore described; together with the right of
withdrawing from the demised 1lands and of selling or otherwise
disposing of the same, all such waters, salts, minerals and other
substances as may be necessary to allow the injection and storage of
gas therein and with the right of entering upon, using and occupying
so much of the demised lands used by the Lessee, subject to all other
restrictions regarding surface operations herein contained and
contained within the afore mentioned lease, and the mutual convenants
and agreements as follows:

1. The Lessor shall promptly pay and satisfy all taxes, rates and
assessments that may be assessed or levied against the said lands
during the continuance of this Agreement.

2. The Lessor claims to have good title to the said lands as
hereinbefore set forth, has good right and full power to lease the
demised lands, rights and privileges in the manner aforesaid and that
the Lessee upon performing and observing the convenants and conditions
on the Lessee’'s part herein contained shall and may peacefully possess
and enjoy the demised lands and the rights and privileges hereby
granted during the said term and any renewal and extension thereof
without any interruption or disturbance from or by the Lessor or by
any person whomsoever claiming under the Lessor.

3. The Lessor agrees that at the expiration of the term of 7 years
hereinbefore mentioned, this lease will be extended from year to year
provided the Lessee shall have installed facilities for storage and/or
utilized the s8aid 1lands within the first 7 years of this lesse.

2 |0
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Furthermore, the Lessee agrees not to exercise its rights to purchase
ges and wutilize the said lands for storage until the Lessee has
produced 75% of the total gas contained within the known reservoir or
produced such quantity of gas as to bring the reservoir pressure down
to a minimum of 250 1lbs. P.S.I.

q. If the Lessor owns an interest in the demised lands less than the
entire fee simple estate, the rentals and payments to be paid
hereunder shall be paid to the Lessor only in the proportion which the
Lessor’'s interest bears to the whole and undivided fee.

THE LESSEE HEREBY CONVENANTS AND AGREES TO AND WITH THE LESSOR:

5. To pay the rentals hereinbefore reserved in each and every year
in advance during the currency of this Agreement.,

6. To pay all taxes, rates and assessments that may be assessed or
levied in respect of any and all machinery, compressors, equipment,

tanks, structures and works placed by the lLessee in, on, or over the
demised lands.

7. To conduct all its operations on the demised lands in a diligent,
careful and workmanlike manner and in compliance with the provisions
of laew applicable to such operations and where such provisions of law
conflict or are at variance with the provisions of this Agreement such
provisions of law shall prevail, in as far as the law further limits
the rights of the Lessee as herein granted.

8. Save as herein specifically provided with respect to the purchase
by the Lessee of the Lessor’s interest in such of the gas and oil and
related hydrocarbons as are contained in the demised lands, there is
hereby excepted and reserved to the Lessor in respect of all waters,
salts, minerals and other substances withdrawn, saved and sold or
otherwise disposed of from the demised lands hereunder, a gross
royalty of twelve and a half percent (12.5%) of the current market
value of such substances at the wellhead.

g. Not to drill or operate a well within two hundred feet of any
residence or barn on the said lands without the Lessor’s consent, and
when required by the Lessor to bury pipe lines as provided in the
aforementioned lease.

10. To pay and be responsible for all damages and injuries sustained
by the Lessor caused by or attributable to the operations of the
Lessee and upon the abandonment of any well and the cessation of
operations by the Lessee to restore the surface thereof to the same
condition, so far as may be practicable, as existed before the entry

thereon and use thereof by the Lessee,

11. That upon surrendering any of its interest in the demised lands
to the Lessor, it shall at its own expense register such surrender
within 60 days in the Registry Office for the Registry Division in
which the said lands are situated.

"
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THE LESSOR AND THE LESSEE DO HEREBY MUTUALLY COVENANT AND AGRER
EACH WITH THE OTHER AS FOLLOWS:

12. The Lessee shall have the right at any time and from time to time
to surrender this Agreement as to all of the demised lands, whereupon
this Agreement and all payments hereunder shall be terminated as to
the demised lands so surrendered and the surface thereof; provided
that the Lessee shall have no right to surrender this Adreement in
respect of any portion of the demised lands lying within the ares
described 1in Schedule "A", unless such surrender be for the whole of
the demised lands and its entire interest under this Agreement and
under all storage agreements with the parties listed in Schedule "B".

13. The Lessee shall at all times during the currency of this
Agreement and for a period of six months following the termination
thereof or following a surrender either in whole or in part have the
right to remove or cause to be removed fron the said lands all tanks,
stations, structures, fixtures, pipe lines, compressors, material and
equipment of whatsoever nature or kind which it may have placed in or
on the said lands or on any area surrendered and to pull casing in
wells drilled and/or operated on the demised lands pursuasnt. to the
terms of this Agreement, provided the Lessee is not in default of any
other provision contained in this Agreenment.

14. With the Lessors’ further written consent, such consent not to be

unreasonably withheld, the Lessee may delegate, assign or convey to
other corporations or persons, partnerships, associations and other
unincorporated bodies, any of the powers, privileges, rights or

interests demised, granted, leased or conferred upon the Lessee herein
and mway enter into all agreements, contracts and writings and do all
things necessary to give effect to this Clause. Ram Petroleums

Limited shall remain responsible for all obligationas set out in this.
Agreement regardless of any assignments and will remain responsible to-

the Lessor for the obligations of the Lessee as herein set forth while
this Agreement is in effect.

15. In case there is or shall be any tax, mortgage, encumbrance,
lien, balance of purchase money or other charge upon the said lands
which has priority to this Agreement other than the oil and gas lease,
the Lessor hereby authorizes the Lessee to pay at its option any or
all compensation and/or rents which shall become payable hereunder in
or towards the discharge of such tax, mortgage, encumbrance, lien,
balance of purchase money, or other charge upon the said lands and
thereupon the Lessee shall at its option become subrogated to the
rights of the holder thereof.

16. Subject to its rights, if any, under the oil and gas lease, the
Lessee shall not inject gas 1into the demised lands under the
provisions hereof wuntil it has purchased from the \Lessor, as

hereinafter provided, the Lessor's interest in such of the gas
conteined in the demised lands as are liable on the withdrawal of the
gas 80 injected to be co-mingled indistinguishably therewith as to
their respective volumes, or as are liable to be rendered commercially
unrecoverable by reason of such injection or the storage operations to
be conducted by the Lessee hereunder. Subject to Clause 3, nothing

Ce
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herein shall prevent the Lessee from and it is hereby given the right
at any time and from time to time to purchase the Lessor’s interest in
gas contained in the demised lands, as herein set forth.

Qi

£
=

17. The purchase price of gas to be purchased by the Lessee under
Clause 16 hereof shall be computed as follows:

(a) 12 1/2% of the current market value at the wellhead of all
gas commercially recoverable from the demised lands down to
atmospheric wellhead pressure.

or
(b) in the manner hereinafter provided.
18. In the event that the Lessee desires to purchase any of the gas
E% a8 provided in Clauses 16 and 17 hereof, it shall give written notice
S to the Lessor of the quantity thereof to be purchased, the price

therefor computed as provided in Clause 17 and the effective date of
such purchase. The Lessor shall within Ninety (90) days from the
receipt of the aforesaid notice advise the Lessee that it disputes the
purchase price, quantity purchased and effective date of such
purchase, and in default of such notice of dispute the Lessor shall be
i deemed to have agreed thereto and the same shall become final and
binding upon the lessor and the Lessee. In the event that the Lessor
gives such notice of dispute, such purchase price, quantity purchased
and effective date of such purchase, shall be determined by a board of
arbitration in the manner provided under the Energy Board Act of
*@ Ontario and the regulations thereunder or under any act or regulations
in amendment or substitution therefor. All costs of arbitration are

to be borne by Ran,

1B. (A) FURTHER PROVIDED the Lessee shall adjust the surface rental
, and the "Annual Rental” payable as provided in this lease, prior to
é} every 6th payment (i.e. Prior to 5th, 10th, 16th) these payments shall

be adjusted upwards or downwards in accordance with the changes in the
consumer price index as determined and published by Statistics Canada
(or 1its successors) for the previous 5 calendar years ending December
31st prior to each adjustment.

18.(B) The lLessee shall provide the Lessor with written notice of the
quality, quantity and price of gas to be purchased and technical data
supporting its offer. If both the Lessee and the Lessor agree to an
alternative to a board of arbitration provided under the Energy Board
Act, the alternative will be used to resolve disputes. All costs of
the alternative are to be borne by Ranm.

19. Subject to the terms made by the board of arbitration aforesaid,
payment of the purchase price shall be made to the Lessor in three
equal annual instalments. The first payment of the purchase price

shall be made effective the date on which the Lessee first conmmences
to inject gas into the demised lands or into any other lands within a
gas storage area so designated by law with which the demised lands
form a common storage pool or reservoir; and subsequent payments of
such purchase price and storage rental shall be made on the

6 (&5
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aﬁniversary dates thereof. c.

?-rk

19.(A) In addition, the Lessee agrees to pay the Lessor the Lessor’ s:#
share, as set out in Schedule "B", of fOX of the Earnings from storage /56
operations under said lands. Earnings are to be calculated on :5<:
yearly basis and payment to the Lessor is to be made no later than 90

days after the end of the year. The date of this Agreement is the
first day of the year for the purpose of this subclause. Earnings are
defined in subclause 19.(B).

This subclause does not apply to gas purchased under Clause 16.

19.(B) For the purposes of 19.(A) Barnings are defined as gross
proceeds from the sale of gas stored less the amount paid for a volume
of gas purchased and stored which would account for the volume of gas
sold giving effect to gas used in compression and gas 1lost through

leakage. .

19.(cC) In the event Ram delegates, assigns or conveys to any of the
powers, privileges, rights or interests conveyed by this agreement Ram
shall pay to the Lessors, within Thirty (30) days of receipt by Ram,
their proportionate share, as set cut in Schedule "B", of 10X of the
consideration received or receivable by Ram. Subclauses 19.(A) and
iE 19.(B) will not be binding on the aforesaid third party while the

delegation, assignment or conveyance rewains in effect.

20. All payments to the Lessor provided for in this Agreement shall
at the Lessee’s option be paid or tendered either to the Lessor or to
the Lessor’s "agent”" named in and pursuant to this Clause or to the

) "depository" herein named. All such payments or tenders msy be made
by cheque or draft of the Lessee payable to the order of the Lessor or
his agent, or in cash, either mailed or delivered to the Lessor or his
agent, as the case may be, or to the depository, as the Lessee may
elect. Payments or tenders made by mail as herein provided shall be A§§“
deemed conclusively to have been received by the addressee f

(Aﬁz—;’hm ft h maili ceitn ¢7) K
s a er suc ma ng.
s E-Kh

: The Lessor does hereby asppolnt . ...... ittt eeonoenonnneens
| of vevunnnnns et st e e e tetssee. @B his agent as aforesaid and

= ‘e ceer et ..y at address above, and its
successors, as his depository as aforesaid.

All payments to the depository shall be for the credit of the
Lessor or his agent, as the case may be. The agent and the depository
shall be deemed to be acting on behalf of the Lessor and shall
continue as the agent and depository, respectively, of the Lessor for
receipt of any and all sums payable hereunder regardless of any change
or division in ownership (whether by sale, surrender, assignments,
sublease or otherwise) of the demised lands or any part thereof or the
rentals and other payments hereunder unless and until the Lessor gives
the notice mentioned herein. All payments made to the agent or
depository as herein provided shall fully discharge the Lessee from
all further obligation and liability in respect thereof. No change in
agent or depository shall be binding upon the Lessee unless and until
the Lessor shall have given Thirty (30) days’ notice in writing to the
Lessee to make such payments to another agent or a depository at a
given address which changes will be specified in such notice; provided
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ﬁowever, that only one such agent and one such depository, both of
whon shall be resident in Canada, shall have authority to act on
behalf of the Lessor at any one time.

21. This Agreement expresses and constitutes the entire agreement
f between the Parties, and no implied covenant or liability of any kind
l is created or shall arise by reason of these presents or anything
herein contained.

22, All notices to be given hereunder may be given by letter
delivered or mailed, postage prepaid, and addressed to the Lessor at

................... L L I T T T S T 00.0...'.10!.00.0‘0.'

and to the Lessee C/0 The Manager, Land Department, 435 Exeter Road,
London, Ontario NG6R 223 OR such other address as either from time to
time the Lessee mway appoint in writing, and every such notice 8o
[; majled shall be deemed to be given to and received by the addressee
: seven (7) days after such mailing. : :

23. If the standard of measurement applicable to the transaction
contemplated herein is changed by law to the metric or any other
system, all measurements provided for herein shall be interpreted as
referring to their metric or other applicable equivalents.

——

24, Subject as hereinbefore provided, this Agreement shall ensure to
the benefit of and be binding upon the Partiee hereto and each of
them, their respective heirs, executors, administrators, successors

{ ,,

% and_assigns.
D

IN WITNESS WHEREOF the Parties hereto have executed and delivered
these presents as of the day and year first above written.

D DELIVERED

of: e / EQ
;9/ 77 {056 608 00080006000

In the Presen

E SIGNED, SEALED
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SCHEDULE B

Colin & Olive McMurphy

C.D.&J.A.McMurphy i .

Eldon G. Knight, Lyle K. Rnight
and Margaret S. Knight

George Graham
Lyle and Margaret Knight

A. Knight

\ C

Percentag
9.7012

9.7012

45.1494
25.7470
9.2768

-4244

100.000

<6
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. SCHEDULE "A"
FINSTLY' Sub lote 90 to 107 inclusive Plan 12 which forms part
of a subdivision of Lot 33, con. 8, '

SECONLLY: Sub lot 108 Plan 12 which forms part of a subdivision
of J,ob 33, Con. 0 more particularly described as follows:
COHMHENCING ot the southeast angle of the. sald lot; THENCE
Westerly along the southerly limit of the sald lot to a point
distance fifty feet (50') measured easterly from the westerly
JHmit of the sald lot; TUENCE north and paramllel to the vesterly
Jimit to the northerly 1imit of the sald lot; THENCE East along
Lhe northerly limit of the sald lot to the northeast angle of
the sald lot; THENCE south along the east 1imit of the said lot
to the point of commencement; '

THIRDLY 1  Sub lot 109 Plan §2 which forms part of a subdivision
oF iot33, Con. B more particularly described ss follows
COMMENCING ot the southeast an le of the paid lot... THENCE
weslterly along the southerly l?mit of the said lot to a point
distance of fifty feet (50')‘measured easterly from the westerly
Imit of the said lot; THENCE north and parmllel to the westerly

the nald lot; THENCE south along the east 1imit of the sald lot
to the polnt of commencement.

FOURTIILYt  Sub lots 110 to 119 inclusive plan 12 which forms part
of a subdivision of Lot 33, Con. 8; " .

FIFTILYt The west part of Lot 32, Con. 8 more particularly
described as follows: COMMENCING at a point in the northerly
1imit of the said 1ot distant fifty feet (50') easterly along

the said 1imit from the northwest angle; THENCE south and parallel
to the west limit of the sald lot a distance of threa hundred
fifty-six and forty one-hundredths feet (356.40') to, a point,
THENCE easterly and parallel to the north 1imit of the said lot
two thousaud one hundred £ifty and eleven one-hundredths feet
(2,150.11') to a boundar between the east and west half of the
sald lot; ‘rieNcE norther{

east half and the west half of the sald lot three pundred Fifty-six
and forty one-hundredths feet (356.40') to the north 1imit of

the sald lot. ‘rueNncE westerly along the north 1imit two thousand
onie hundred fifty and eleven one-hundredths feet (2,150.11') to

the point of commencement. )

Sixthly: . That Part of Lot 81, Plan 12 which forme part of
ixth of »
g: gozfgig? of Lo§ 33, concession g mora'partioularfy desoribed'.'
COMHENCING at the BSoutheast angle of the sald 1ot THENC .
. E W
along the Bout?arly 1imit of the said lob to a po{nt dlutanEEt
flfty feot (50 ) Easterly from the Bouthwest angle of the gaid

' 1ot,°Tneucs toxrth one degree thirtr—two minutes ten Beconds East
)

éu é' 32 1?" E) azd parallel to ¢
O the Northerly 1imie of the gald lot, THENCE Eagterl 1
tha Hortherly 1imit of the said lot to the Mortheast ogr:ugrg

Sgvgybty;, M1 of Lote 82, 83, g4, g3, gg 87, 88, 89, 90, 9)
and ?y,’ilun 12 which forms part g ) . ! 4 3
Congesoion 9. ' b °f & subdlvision of Lot 33, }Zﬁ}
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SCIEDULE "C" (_:'9 '

FIRSTLY: Sub lots 98 to 107 inclusive Plan 12 which forms part
of a subdivision of Lot 33, Con. 8

SECONDLY: Sub lobt 108 Plan ¥2 which forms part of a subdivision
of T.ot 33, Con. B more particularly described as follows:
COMMENCING at the southeast angle of the said lot; THENCE
Westerly along the southerly limit of the said lot to a polnt
distance fifty feet (50') measured easterly from the westerly
IHmit of the sald lot; THENCE north and parallel to the westerly
Jimit to the northerly 1imit of the said lot; TIIENCE East along
the northerly limit of the sald lot to the northeast angle of
Lhe said loty THENCE south along the east limit of the sald lot
to the point of commencement;

THIRDLY: Sub lot 109 Plan 12 which forms part of a subdivision
of Lot 33, con. 8 more particularly described as follows:
COMMENCING at the southeast angle of thé said lot. TIENCE
westerly along the southerly limit of the said lot to a point
distance of fifty feet (50')‘measured easterly from the westerly
limit of the sald lot; THENCE morth and parallel to the weésterly
1imit to the northerly limit of the said lot; THENCE east along
the northerly 1imit of the said lot to the northeast angle of
the sald lot; THENCE south along the east limit of the said lot
to the point of commencement.

FOURTILY: Sub lots 110 to 119 inclusive Plan 12 which forms part

.

of a subdivision of Lot 33, ton. B

F1FTHLY: The west part of Lot 32, Con. 8 more particularly
described as follows: COMMENCING at a point in the northerly
Limit of the sald lot distant fifty feet (50') easterly along

the sald 1imit from the northwest angle) THENCE south and parallel
to the west limit of the sald lot a distance of three hundred
[lfty-six and forty one-hundredths feet (356.40') to, a point;
THENCE easterly and parallel to the north 1imit of the said lot
two thousand one hundred fifty and eleven one-hundredths feet
{2,150.11"') to a boundary between the east and west half of the
sald lot; THENCE northerly along the sald boundary between the
east half and the west half of the sald lot three hundred fifty-six
and forty one-hundredths feet (356.40') to the north 1imift of

the said lot. THENCE westerly along the north 1limit two thousand
one hundred fifty and eleven one-hundredths feet (2,150.11') to -

the point of commencement.

. Sixthly: . That Part of Lot 81, Plan 12 which forms art of
subdivision of Lot 33 Concession 8 soxl ’
o1 Lo ’ o moravparticularfy deactibed{_
COMMENCING at the Boutheast angle of the sald lot; THENCE W .

) t
along the Boutherly 1imit of the said lob to a point diatun:B
fifty feat (507) Easterly from the Bouthwest angle of the sald

- lot; THENCE North one degree thirty-two minutes ten seconds East

(n 12 320 19n E) and parallel to the Weste
rly 1limit of Lot 81
tr the NortherlI limit of the said lot; THENCE Easterly along
;JgNggrgheiﬁy i mif of :ra said lot to the Northenst corner;
0 ? Bouther alon
bog Ly Yy g the Easterly lot 1limit to the point of
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This is Exhibit “M” to the
Affidavit of WAYNE MCMURPHY
Sworn October &, 2008

Commissioner

Sherma Muria Ratz, 8 Commiscioner, atc.,
‘Jou.nty of Lambton, for the Government ~ 0-+ +
Ministry of the Attorney Goneral,

Tunitrg Plen o omn
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F s
GAS STORAGE LEASE AGREEMENT

THIS AGREEMENT made this 5/ gay of October, 1987 BETWERN
.COLIN A. MCMURPHY

AKX
of the Township of p???, in the County of .E?P?ﬁ? and Province of
Ontario, hereinafter called the "Lessor"”, of the First Part, and

Ram Petroleums Limited a body corporate with head office at the City
of Toronto, in the Province of Ontario, hereinafter called the
"Lessee", of the Second Part.

-

WHEREAS the Lessor is the registered owner of or is entitled to become
the registered owner of an estate in fee simple in that certain parcel
or tract of land, situate, lying and being in the Township of Dawn, in
the County of ‘Lambton++ ..., Province of Ontgiao. described as follows:

‘gort £ 1 Fast. el of Lots 33 & 34, Concession §, more particularly described in
.S.cbwq‘lg..g:'.a-tt.accpﬁ---o-..--.--..........-;-o-...;..s.a-....o..c-....c-
containing in al] 44, . acres, more or less (hereinafter called the

"said lands") subject to an oil and s lease ted the Ath. _ da of
September1 976, apng registered on the ?;gh day of%;PEe."."?‘i’., 19..7.6 i:' the
Registry Office for the County of mbton” No. 397848.., for the
Township of p,wn (hereinafter called "the oil and gas lease”), and
further subject to an agreement of}ﬁooling dated January 16th, 1978
and registered as Instrument # .§§QQ....., which lease and agreements
are hereby ratified, granted and adopted again inp every respect and
the Lessee and Lessor agree again to be subject to their terms for any
further operations for production of 0il & Gas or Storage Operations
hereunder.
AND WHEREAS the Lessor has agreed to lease the sub-surface of the
said lands to the Lessee for the purposes and on the terme and

conditions hereinafter set forth;

M WITNES?BTH that in consideration of the sum oif
.One Thqusan roired-and- e cevsessees Dollars ($3v496-00. .) Y.0
now paid tof e M25ed g';‘r the " 235%’;/“ odd

acknewledged) and the further rents, gyzonvenagts‘”an a’g?eemen‘},o’,’k

hereinafter reserved and contained:

The Lessor doth hereby demise and lease unto the Lessee, its
successors and assigns all and singular the said lands save and except
the surface rights thereto, save as hereinafter provided, (hereinafter
called “the demised lands"), to be held by the Lessee, subject to the
oil and gas lease, as tenant for a term of 7 years from the date
hereof, subject to renewal and extension as hereinafter provided, for
the purpose of injecting, storing and withdrawing gas, natural and/or

C
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artificial, (hereinBfter collectively referred“to as "gas"”) within or

from the demised lands;

( Yielding and paying therefor a clear annual rental at the rate of

Thirty ixDollars ( .,O) per acre of the demised lands (the
payment of the first ann *Fental is hereby acknowledged as received)

payable in advance on the anniversary date hereof in each year during
the term hereof; together with the sum of Three Hundred in 1986
Dollars ($300.00) for each acre (and/or fraction thereof) of the
surface of the demised lands occupied by the Lessee at any time during

8 operations hereunder,
payable in arrears at the end of such lease Year; provided that if the
Lessor is already being compensated by the Lessee for its occupation
of such surface under any other Agreement with the Lessee, the total
rate of compensation for such occupation payable by the Lessee shall
not exceed the aforesaid sum. The sum of $300.00 to be adjusted by
the C.P.I. index rise if any, between today's date and the time of
commencement of occupation of the surface acreage for storage
operation purposes.

AND FOR THER CONSIDERATION, rentals and payments aforesaid, the
Lessor doth also hereby give and grant unto the Lessee insofar as the
Lessor has the right so to grant the same, the right, liberty and
privilege 1in, upon, or across the surface lands, to lay down,
construct, operate, maintain, inspect, remove, replace, reconstruct
and repair roadways, pipes or pipe lines, tanks, stations, structures,
compressors and equipment hecessary or incidental to the operations of

the Lessee hereinbefore described; together with the right of
withdrawing from the demised lands and of selling or otherwise
disposing of the same, all such waters, salts, minerals and other

substances as may be hecessary to allow the injection and storage of
gas therein and with the right of entering upon, using and occupying
80 much of the demised lands used by the Lessee, subject to all other
restrictions regarding surface operations herein contained and
contained within the afore mentioned lease, and the mutual convenants
and agreements as followa:

1. The Lessor shall promptly pay and satisfy all taxes, rates and
assessments that may be assessed or levied against the said lands
during the continuance of this Agreement.

2. The Lessor claims to have good title to the said lands as
hereinbefore sget forth, has good right and full power to lease the
demised lands, rights and privileges in the manner aforesaid and that
the Lessee upon performing and observing the convenants and conditions
on the Lessse’'s part herein contained shall and may peacefully possess
and enjoy the demised lands and the rights and privileges hereby
granted during the said term and any renewal and extension thereof
without any interruption or disturbance from or by the Lessor or by
any person whomsoever claiming under the Lessor.

3. The Lessor agrees that at the expiration of the term of 7 years
hereinbefore mentioned, this lease will be extended from year to Year
provided the lLessee shall have installed facilities for storage and/or
utilized the said lands within the first 7 years of this lease.

CMN
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- Furthermore, the Lessee agrees not to exercise its rights to purchase
g88 and wutilize the said lands for storage until the Lessee has
produced 75X of the total gas contained within the known reservoir or
produced such quantity of gas as to bring the reservoir pressure down
to a minimum of 250 lbg. P.S.I.

S

q. If the Lessor owns an interest in the demised lands less than the
entire fee simple estate, the rentals and payments to be paid
hereunder shall be paid to the Lessor only in the Proportion which the
Lessor’s interest bears to the whole and undivided fee.

THE LESSEE HEREBY CONVENANTS AND AGREES TO AND WITH THE LESSOR:

5. To pay the rentals hereinbefore reserved in each and every year
in advance during the currency of this Agreement.

levied in respect of any and all machinery, compressors, equipment,
tanks, structures and works placed by the Lessee in, on, or over the

demised lands.

§§ 6. To pay all taxes, rates and assessments that may be assessed or
1

7. To conduct all ite operations on the demised lands in a diligent,
careful and workmanlike manner and in compliance with the provisions
- of law applicable to such operations and where such provisions of law
i conflict or are at variance with the Provisions of this Agreement such
Provisions of law shall prevail, in as far as the law further limits
the rights of the Lessee as herein granted,

hereby excepted and reserved to the Lessor in respect of all waters,
salts, minerals and other substances withdrawn, saved and sold or
otherwise disposed of from the demised lands hereunder, 4 gross
royalty of twelve and a half percent (12.5%) of the current market
value of such substances at the wellhead.

9. Not to drill or operate a well within two hundred feet of any
residence or barn on the said lands without the Lessor’sa consent, and
when required by the Lessor to bury pipe lines a8 provided in the
aforementioned lease.

10. To pay and be responsible for all damages and injuries sustained
) by the Lessor caused by or attributable to the operations of the
Qﬁ} Lessee and upon the abandonment of any well and the cessation of
il operations by the Lessee to restore the surface thereof to the sanme
g% condition, so far as may be practicable, as existed before the entry

i thereon and use thereof by the Lessee.

11. That wupon surrendering any of its interest in the demised lands
to the Lessor, it shall at jts Own expense register such surrender
within 60 days in the Registry Office for the Registry Division in
which the said lands are situated.

193
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ALLY COVENANT AND AGREE

R

THE LESSOR AND THE LRSSER DO HEREBY MUTU
EACH WITH THE OTHER AS FOLLOWS:

12. The Lessee shall have the right at any time and from time to time
to surrender this Agreement @8 to all of the demised lands, whereupon
this Agreement and all payments hereunder shall be terminated as to
the demised lands so surrendered and the surface thereof; provided
that the Lessee shall have no right to surrender this Agreement in
respect of any portion of the demised lands lying within the area
described 1in Schedule "A", unless such surrender be for the whole of
the demised lands and its entire interest under this Agreement and
under all storage agreements with the parties listed in Schedule "B",

13, The Lessee shall at all times during the currency of this
Agreement and for a period of six months following the termination
thereof or following a surrender either in whole or in part have the
right to remove or cause to be removed from the said lands all tanks,
stations, structures, fixtures, pipe lines, compressors, material and
equipment of whatsoeve; nature or kind which it may have placed in or
on the said lands or on 8ny area surrendered and to pull casing in
wells drilled and/or operated on the demised lands pursuant to the
terms of this Agreement, provided the Lessee is not in default of any

other provision contained in this Agreement.

14. With the Lessors’ further written consent, such consent not to be

unreasonably withheld, the Lessee may delegate, assign or convey to
other corporations or persons, partnerships, associations and other
unincorporated bodies, any of the powers, privileges, rights or

interests demised, granted, leased or conferred upon the Lessee herein
and may enter into all agreements, contracts and writings and do all
things hecessary to give effect to this Clause. Ram Petroleums
Limited shall remain responsible for all obligations set out in this

the Lessor for the obligations of the Lessee as herein set forth while
this Agreement is in effect.

15, In case there is or shall be any tax, mortgage, encumbrance,
lien, balance of purchase nmoney or other charge upon the said lands

or towarda the discharge of such tax, mortgage, encumbrance, lien,
balance of purchase money, or other charge upon the said lands and
thereupon the Lessee shall at its option become subrogated to the
rights of the holder thereof.

16. Subject to its righte, if any, under the oil and gas lease, the
Lessee 8hall pot inject gas inteo the demised 1lands under the
provisions hereof until it has purchased from the Lessor, as
hereinafter provided, the Lessor's interest in such of the gas
contained in the demised lands as are liable on the withdrawal of the
gas 80 injected to be co-mingled indistinguishably therewith as to
their respective volumes, or as are liable to be rendered commercially
unrecoverable by reason of such injection or the storage operations to
be conducted by the Lessee hereunder. Subject to Clause 3, nothing
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" herein shall prevenf the Lessee from and it iaxﬁereby given the right

et any time and from time to time to purchase the Lessor's interest in
€88 contained in the demised lande, as herein set forth.

17. The purchase price of gas to be purchased by the Lessee wunder
Clause 16 hereof shall be computed as follows:

(a) 12 1/2% of the current market value at the wellhead of al}
gas commercially recoverable from the demised lands down to
atmospheric wellhead pressure.

or
{(b) in the manner hereinafter provided.
18. In the event that the Lessee desires to pPurchase any of the gas

as provided in Clauses 16 and 17 hereof, it ahall give written notice
to the Lessor of the quantity thereof to be purchased, the price
therefor computed as provided in Clause 17 and the effective date of
such purchase. The Lessor shall within Ninety (90) deys from the
receipt of the aforesaid notice advise the Lessees that it disputes the
purchase price, quantity purchased and effective date of such
purchase, and in default of such notice of dispute the Lessor shall be
deemed to have agreed thereto and the same shall become final and
binding upon the Lessor and the Lessee. In the event that the Lessor
gives such notice of dispute, such purchase price, quantity purchased
and effective date of such purchase, shall be determined by a board of
arbitration in the manner provided under the Energy Board Act of
Ontario and the regulations thereunder or under any act or regulations
in amendment or substitution therefor. All costs of arbitration are

to be borne by Ran.

18. (A) FURTHER PROVIDED the Lessee shall adjust the surface rental
and the "Annual Rental"” payable as provided in this lease, prior to
every 5th payment (i.e. Prior to 5th, 10th, 15th) these payments shal]
be adjusted upwards or downwards in accordance with the changes in the
consumer price index asg determined and published by Statistics Canada
(or its successors) for the previous § calendar years ending December

31st prior to each adjustment.

18.(B) The Lessee shall provide the Lessor with written notice of the
quality, quantity and price of gas to be purchased and technical data

supporting its offer. If both the Lessee and the Lessor agree to an
alternative to a board of arbitration provided under the Energy Board
Act, the alternative will be used to resolve disputes. All costs of
the alternative are to be borne by Ranm.

19, Subject to the terms made by the board of arbitration aforesaid,
payment of the purchase price shell be made to the Lessor in three
equal annual ingtalments. The first payment of the purchase price

shall be made effective the date on which the Lessee first commences
to inject gas into the demised laends or into any other lands within a
gas storage area so designated by law with which the demised lands

form a common storage pool or reservoir; and subsequent payments of
such purchase price and storage rental shall be made on the
5
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' anniversary dates thereof.

19.(A) In saddition, the Leesee agrees to pay the lLessor the Lessor’s
share, as set out in Schedule "B", of JoX of the Barnings from storage
operations under said lands. Earnings are to be calculated on g
yearly basis and payment to the Lessor is to be made no later than 99
days after the end of the year. The date of this Agreement is the
first day of the year for the purpose of this subcleause. Earnings are
defined in subclause 19.(B),

This subclause does not apply to gas purchased under Clause 16.

&L

19.(B) For the purposes of 19.(A) Earnings are defined as gross
proceeds from the sale of gas stored less the amount paid for a volume
of gas purchased and stored which would account for the volume of gasg
sold giving effect to gas used in compression and gas lost through

leakage.

19.(C) In the event Ram delegates, assigns or conveys to any of the
powers, privileges, rights or interests conveyed by this agreement Ram
shall pay to the Lessors, within Thirty (30) days of receipt by Ram,
their proportionate share, as set out in Schedule "B", of 10X of the

consideration received or receivable by Ram. Subclauses 19.(A) and
19.(B) will not be binding on the aforesaid third party while the
ig delegation, assignment or conveyance remains in effect.

20. All payments to the Lessor provided for in this Agreement shall

at the Lessee’s option be paid or tendered either to the Lessor or to
gﬁ% the Lessor’'s "agent" named in and pursuant to this Clause or to the
T "depository” herein named. All such payments or tenders may be made
by cheque or draft of the Lessee payable to the order of the Lessor or
his agent, or in cash, either mailed or delivered to the Lessor or his
agent, as the case may be, or to the depository, as the Lessee may
elect. Payments or tenders made by mail as herein provided shall be
deemed conclusively to have been received by the addressee

(1:27honfs after such mailing.
75

The Lessor does hereby appoint I T S S ce e
of R T T T -+» a8 hie agent as aforesai and

e ce et e et c e » at address above, and its
successors, as his depository as aforesaid.

All payments to the depository shall be for the credit of the
Lessor or his agent, as the case may be. The agent and the depository
shall be deemed to be acting on behalf of the Lessor and shall
continue as the agent and depository, respectively, of the Lessor for
receipt of any and all sums payable hereunder regardless of any change
or division in ownership (whether by sale, surrender, assignments,
sublease or otherwise) of the demised lands or any part thereof or the
rentals and other payments hereunder unless and until the Lessor gives
the notice mentioned herein. All payments made to the agent or
depository as herein provided shall fully discharge the Lesgee from
all further obligation and liability in respect thereof. No change in
agent or depository shall be binding upon the Lessee unless and until
the Lessor shall have given Thirty (30) days’ notice in writing to the
Leassee to meke such payments to another agent or a depository at a
given address which changes will be specified in such notice; provided

forty-aight CM
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" however, that only one such agent and one such depository, both of
whom shall be resident in Canada, s8hall have authority to act on

behalf of the Lessor at any one time.

21. This Agreement expresses and constitutes the entire agreement
between the Parties, and no implied covenant or liability of any kind
is created or shall arise by reason of these presents or anything
herein contained.

22, All notices to be given hereunder may be given by letter
delivered or mailed, postage repai%* and addressed to the Lessor at
o ARADLQUE L SRS oy, 100 e e
Y ] o 2 R S e e .

and to the Lessee C/0 The Manager, Land Department, 435 Exeter Road,
London, Ontario N6E 223 OR such other address as either from time to
time the Lessee may appoint in writing, and every such notice sgo
mailed shall be deemed to be given to and received by the addressee
seven (7) days after such mailing.

23. If the standard of Beasurement applicable to the transaction
contemplated herein 1is changed by law to the metric or any other
system, all measurements provided for herein shall be interpreted as
referring to their metric or other applicable equivalents.

i? 24, Subject as hereinbefore provided, this Agreement shall enasure to
the benefit of and be binding upon the Parties hereto and each of
them, their respective heirs, executors, administrators, successors

ﬁ%; and assigns.

IN WITNESS WHEREOF the Parties hereto have executed and delivered
s [fthese presents as of the day and year first above written.

SIGNED, SEALED AND DELIVERED
In the Presen of:

2V

5 R
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SCHEDULE "A"

Being Part of Lot 33, Concession 8, in the Township of Dawn, in the County of Lambton.

More particularly described as
Commencing at the Northeasterly Angle of Lot 33, Concession 8 in said Township

THENCE: Southerly along the Easterly Limit of said Lot, a distance of 2022.2 feet to the
southerly limit of said Lot

THENCE: Westerly along the Southern Limit of said Lot, a distance of 962.2 feet to a point

THENCE: Northerly and parallel to the Easterly Limit of said Lot, a distance of 1337 feet
to a point

THENCE: Easterly and parallel to the Northerly Limit of said Lot, a distance of 320.7 feet
to a point a distance of 685.2 feet Southerly from the Northerly Limit

THENCE: Northerly and parallel to the easterly Limit of said Lot, a distance of 685.2 feet
to a point on the Northerly Limit of said Lot

THENCE: Easterly along the Northerly Limit of said Lot, a distance of 641.5 feet to point
of commencement.

Containing 40 acres, more or less

19%




SCHEDULE B

Colin & 0Olive McMurphy
C.D.&J.A.McMurphy

Eldon G. Knight, Lyle K. Knight
and Margaret §. Knight

George Graham
Lyle and Margaret Knight

A. Knight

Percenta
==itenta

9.7012

9.7012

45.149
25.747
9.27e68

.4244

——————

100.00¢

194
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SCHEDULE *C*
AL L AL

Being parts of Lots 33 & 34 in the 8th Concession in the Township of Dawn in the County
of Lambton

More particularly described as

FIRSTLY: commencing at the South Easterly Angle of Lot 34, Concession 8 in
said Township

THENCE: Westerly along the Southern Limit of Said Lot, a distance of 641.5 feet
to a point

THENCE: Northerly and paralle! to the easterly limit of said Lot, a distance

of 16.6 feet to a point

THENCE: Easterly and parallel to the southerly limit of saig Lot, a distance of
320.75 feet to a point

THENCE: Northerly and parallel to the easterly limit of said Lot, a distance of
542.5 feet to a point

THENCE: Easterly and parallel to the Southerly limit of said Lot, a distance of
320.75 feet to a point on the Easterly limit of said Lot

THENCE: Southerly along the Easterly Limit of said Lot, a distance of 559 feet
to a point of commencement

Containing 4 acres, more or less

SECONDLY: Commencing at the Northeasterly Angle of Lot 33, Concession 8 fn
said Township

THENCE: Southerly along the Easterly Limit of said Lot, a distance of ZOZZEZ
feet to the southerly limit of said Lot

THENCE: Westerly along the Southern Limit of said Lot, a distance of 962.2 fedt
to a point

THENCE: Northerly and paralle] to the Easterly Limit of said Lot, a distance

of 1337 feet to a point

THENCE: Easterly and paraliel to the Northerly Limit of said Lot, a distance
of 320.7 feet to a point a distance of 685.2 feet Southerly from the Northerly Limit

THENCE: Northerly and parallel to the easterly Limit of saiq Lot, a distance
of 685.2 feet to a peint on the Northerly Limit of said Lot

THENCE: Easterly along the Northerly Limit of said Lot, a distance of 641.5 feet|
to point of commencement.

Containing 40 acres, more or less

Firstly and Secondly combined total 44 acres, more or less
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This is Exhibit “N” to the
Affidavit of WAYNE MCMURPHY
Sworn October 29, 2008

Commiséipfier

Sherma Muria Ratr, 8 Commissioner, efc,,

“ounty of Lambtan, for the Government of Ort-
Ministry of the Attomey General.

“xpiras May 6, 20n0

201
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THIS AGREEMENT made thig 3rd day of October, 1987 pgrwggN

.GEORGEJOBN.GRAHAM
EXR

nrcooccoognoovoolo.

and Province
First Part,

head office at
bereinafter

Township of Dawn, in the County of Lambtan,

hereinafter called the "Leasor",
Ram Petroleunms Limited 4 body corporate with
of Toronto, the Province of Ontarlo,
"Lessee", of the Second Part,

of the
Ontario,

wnship of Dawn, ip

€ in the To
cribed ag follows:

, nituaie,
des

uﬂnon.....,

ooooooo LA

-----------

----------
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further sub j
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S trtificyag, (hereina/{e, collectively referred t, as "gag") within ofp

from the demiged lands;

Yielding .and Paying the or a clear 8anual reptaj at the rate of
Thirty EELJ Dollars $£§£&H
Payment of the firgt Qnnual rental ia hereby ucknowledged ag Feceived)

Lessor i, already being Compensated by the Lesnee for ite oCcupation
of such surface under 8ny other Adreement with the Lesnee, the totay
rate of Compensatjion for such oCcupatiop Payable by the Lesgeo shall

the c.p.gp. index rige if any, between today’sg date and the time of
Commencement of occupation of the surface acreage for storage

operation Purposes,

AND  FOR THE CONSIDRRATION, rentals and Payments aforeaaid,- the
Lessor doth also hereby 8ive and grant unto the Lessece insofar as the
Lessor |hag the right go to grant the same, the right, liberty and
Privilege in, upon, or 8Ccross the surface lands, to lay down,
construct, operate, maintain, inspect, remove, replace, reconstruct
and repaifr roadways, Pipes or pipe lines, tanks, stations, atructures,
compressors and equipment Decessary or incidental to the °perations of
the Lesseso hereinbefore deacrlbed; together with the right of
withdrawlnx from the demiged lands ang of selling of otherwige
disposing of the same, a}} such waters, salts, minerals and other
substances 88 may be Necessary to allow the injection and storage of
8as therein ang with the right of entering Upon, using apg occupying
80 much of the demised lands used by the Lessee, subject to all other
restrictions regarding surface operatjong herein contained and
Contained within the afore mentioned leass, and the mutua] Convenants

and 8greements ag follows:

1. The Lessor shall] Promptly Pay and satisfy a]] taxes, rates ang
8s8essments that may e 8ssessed or levied against the said lanpds
during the continuance of this Agreement,

2. The Lessor claims ¢, have good title to the
hereinbefore set forth
demised lands,

Y renewal apg extensiop thereor
any interruption or diaturbence from or by the Lessor or by

Per acre of the demimed lands (the Ie
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Furthernore, the Le.see 88rees not t,o exercise jtgq
g88 angd utilize the gajg lands for storage until the Lessee has

Produced gsuych Quantity of €88 ag to bring the reser
to a minimum of 250 lba.<P.S.1.

rest in the demised lends less than the
Paymentg be paid

hereunder shall pe pPaid to the Lessor only in the Proportion
8 interest bears t,o the whole and undivided fee.

THE LESSER HEREBY CONVENANTS AND AGREES TO AND WITH THg LESSOR:

he rentals hereinbe!ore Feserved {p each apnd every yegr

6. To pay ¢
during the Currency of this Agreement.

in advance

6. To pay al] taxes, rates and assessments that may be assessed o
levied in respect of any and a]] machinery, compreeaore. equipment,
tanks, Structureg and works Placed by the Lesasse in, on, or over the

demiged landg,

1 ite OPeratiopsg on the demised lands 4, a dillzent.
Provisiopng

workm
icable i, such °perations 8nd where such Provisions of law

by the Lesgee
related hydrocarbona 88 Are cop
d t

saved and sold op
gross

halr Percent (12.6X) of the Currenpt market

mineralg and other eubetances withdrawn,
otherwige

undred feet of any

°n the wajg landsg without the Lessor’y Consent, apng

when required by the Lessor to bury Pipe lineg 88 provided in  the
aforementioned leage,

Leassee and upop the abandop
surface thersor to the same

11, That Upon S8urrenderip

to the Lessor, it shal] at its ownp eXpense register

within 6o days jip the Regiatry Office for the Regietry Divisjon
d.

such Burrender
in

“v-’”-v ~—

. (mf-:,t» T -
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. "THE LESSOR AND _4g LESSER po HEREBY MUTUAL, , COVENANT AND AQREER
EACH wirtH THE OTHER AS FOLLows:

to surrender this Adreement 88 to al] of the demised landa, whereupop
this Agreement and al} Payments hereunder shall pe terninateq as to
the demjised lends ao Burrendered and the surface tbereof; Provided
that the Lesgee shall have no right to Surrender thieg Agreement in
respect of any portiogn of the demised lands lying within the area
described in Schedule "A", unless sych surrender b for the whole of
the demised lands angd its entire interest under thi, Agreement

13, The Legsee shall q¢ all times during the Currency of this
Agreement and for g Period of g4y monthe foIlowing the termination

thereor or following 8 surrender either ip whole or in part have the
right ¢, remove or cause to be removed,from_the said landg all tenks,
stations, structures, fixtures, pipe lines, conpreasora, baterial ang

it may have Placed ip or

tquipment of whatsoever nature or kind which
on the said landsg Or. on any areag surrendere

wellg drilled

14, with the Leasors’ further written consent,
unreasonably withheld, the Lessee may delegate. assign or
other corporationg Oor persons, partnerahips, essociations'and other
unincorporated bodies. &ny of the Powers, privileges, rights op
interests demiaed, graoted, leagped or conferred upon the Lessee herein
and may enter into all 8greements, contracts ang writinge and do aj}}
things necesgary o give effect to this Clause. / Ram Petroleums
esponsible for sll obligations'eet out in thig

the Lessor for the obligationg of the Le
this Agreement is in effect.

Dey or other charge upon the sajd lands

ischarge of such tay, mortgage, encumbrance, lien,
harge Upon the ggaig landas and

thereupon the Lessee shall at its opti

rights of the holder thereor,

16. Sub ject to its rights, if any, under the oil ang gas lease, the
Lessee shall pot inject gas into the demised lands under the
Provisionsg . hereof until 4t jag Purchased frop the lessor, as
hereinafter Provided, tphe Lessor's interest in such of the gas

such injection or the storage operations to
hereunder. Subject to Clayge 3, nothing

such Consent not to be
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herein shall prevent vi#e Lessee frop and it ia he.eby €lven the right
&t any time and from time to time to purchase the Lessor’'s interest in
885 contained in the demised lands, ag herein set forth.

-~

17. The purchase Price of 8as to be purchased by the Leasee under

(a) 12 1/2x of the current Barket value at the wellhead of ‘all

Has commercially recoverable from the demised lands down to
atmospherijc Wwellhead Pressure,
or
(b) in the manner hereinafter Provided,
18. In the event that the Lessee desires to Purchase any of the gas

it .ahall give written notjce
to the Lessor of the quantity thereof to be Purchased,

such Purchase, The . Lessor shall withip Nipety (90) days from the
receipt of the aforesaid notice advise the Lesses that it disputes the
date of such

pPurchase price, quantity purchased apg effective

purchase,

deemed to have
he Lessee. In the event that the Lessor

se price, quantity Purchased

and effective date of such purchase, shall be determined by a board of
Board Act of

Fregulationg thereunder or underkany act or regulationsg
substitution therefor, All costg of arbitration are

1B. (A) FURTHER PROVIDED the Lessee shall adjust the surface
and the "Annual Renta}" payable gg Provided in this leaoe,, Prior to
every 5th payment (1.e. Prior to 5th, 10th, 16th) these Payments shal]

be adjusted upwards or downwards i

31st prior to each adjustment,

18.(B) The lessee sha]] Provide the Lessor

quality, quantity apg price of €8s to be pur
Supporting jtgu offer, If both the Lessee and the Lessor Bgree to ap

alternative to a boargd of arbitration Provided under the Energy Board
Act, the elternative will be used to resolv
the alternative are to be borne by Ram.

19, Subject to the terms made by the board of arbitratjiop aforesaid,
Payment of the Purchase prjce shall be made to the Lessor g three
equal anpual instalnents. The first Payment of the Purchage price
shall bpe made effective the date on which the Lessee firgt ctommences

to inject Bas into the demised lands or into @ny other landsg within g
d by law with which the demigad lands

»Q/@?

Rtiveq o5 SN Sr—
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ahnivérpar} dates the,eof.

19.(A) In addition. the lLesgee 8grees to pay the Lessor the Lespor 8
share, ag set out jp Schedule "B", of /o % of the Burnings fronm 8torage
°Perations wunder said landg, Barnings 8re to be calculated on g

Yesrly basis ang Payment to thq Lessor is to be made po later thap 90 4

deys after the end of the year. The date of this Agreement is the
firat day of the Year for the PUurpose ¢of this subclause, Rarninga are

19.(c) In the event Ranm delegatea, asﬁigng or conveyg to 8ny of the

their Proportionate share, g4 set out ip Schedule "B", of 10x

received or receivable by Ran. Subclauges 19. (a) and
19.(B) will ot be bindinx on the aforesaid third Party while the
delegetion, 88signment or conveyance remaing ip effect,

at the Lessee’q option bpe paid or tendered either to the Lessor or to
the Lessor’s "agent" hamed in gpq Pursuant to this Clause or to  the
"depository" herejin named, All such Paymentg or tendersg Bay be made

Y cheque ¢or draft of the Lesgee Payable to the order of the Lessor or

of the !

his agent, or ip cash, either mailed or delivered to the Lessor or his
agent, ag the case may be, o to the dapoaitory, 88 the Lesgee may
elect Payments or tenders made by mail ag herein Provided shall pe
deemed conclueively to have been received by the addressee ﬁbe
( 8 after gych pailing S&ven ()
Adays
The Leasor does hereby 8ppoint ., SR TR
of , IR TP I Tttctrersiiiii..  as his agent a4s aforesaiqd and
AR T T » 8t address above, and itg

------ o.oococ--v-ooo.o-

8Uccessors, ag his depository as éforesaid.

» 88 the cgge may be. The agent and the deposltory
shal]l pe deemed ¢, be acting op behalf of the Lessor eand phal]

continue as the agent and depoaitory. reepectively, of the Lessor for
Y and all punmg Payable hereunder Fegardless of 8ny change

or divisfon ip OWnership (whether by sale, Surrender, assiguments.

Bentioped herein, All Payments made to the agent or

the Lessor shall have given Thirty (30) days’ notice ip writing to the
Lessce to make such Payments to another dgent or g depoeitory at @
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ch uepoeitory,
shall have autbority
at any one tipe,

Adreement €Xpresses and constitutey the entire
betweep the Parties, and po implieq Covenant or liability of
8 created of sha]] arise py Feason of thege

herein contajned,

Presentg or

both of
to act on

8greement

22, Al] hotices ¢4 be given

hereunder may be €iven by letter
1 Postage epaid, aniﬁgggzasqed to the Lessor at
Wﬁé,%, Wice (LD

--------
L Y

, hager, Langd Depar
+ Ontario N6E 223 op such other addresg
h

tment, 435 Bxeter
may appoint in writing,
mailed shall pe de

Road,
her from time to
and &very such hotice 4o

to and received by the addresgee
r such mailing, '

transaction
or any Other

e interpreted as
other applicable equivalents.
24 Sub ject as herelnbefore Provided, this Agreement shall ensure to
the enefit and be bind Ng upon the Parties hereto and each of
them, their respective heira, executors,
and 88signg, )

!UCC&!!O[‘B

e Stk
22 )

ter ..,

.nv.o'nuo

Lessee agrees 1% conspoct all fanenan s anu A
| ol onyg  pipelaes co""“’l‘.”ﬁ e I*WQDC/OM/
3 rV'\

?

;
to t sioe ‘)aS lines fa/m//e/ > e j/é{y
O\) I » .
bovndevits of (pt32 Concession g, r

ov

; 7

ey



SCHEDULE wpn

LY

lying andg being in the Township of bawn, in the County of i’
Lambton, more Particularly described as the whole of )
lots 1, 2, 3, 4, 5, §, 7, 8, 9,710, 11, 12, 13, 14, 1s,

16, 17, 1s, 19, 20, and the whole of a right of way of

49.5 feet, all ag shown on a plan of Subdivision of the

east half of Lot 32, Concession 8, Burveyed for a. Farwell

by Henry smith, and filed for registry on the 10th day of '

April 1866 in the Registry Office for the Registry Division
of Lambton as plan No, .5, ’ '

B

oo
%

s
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SCHEDULE p
——=ULb B

Colin & Olive McMurphy
C.D.&J.A.McMurphy

Eldon g, Knight, Lyle k. Knight
and Margaret S. Knight

George Graham
Lyle ang Margaret Knight

A. Knight

190

Pe;cent
9.701.

9.701;

45.149
25.747
9.2768
-4244

100.000

T — T e .
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This is Exhibit “O” to the
Affidavit of WAYNE MCMURPHY
Sworn October 24, 2008

Commiss%

:Shemla Muria Ratz, a Commissioner, etc.,
—ounty of Lambton, for the Government of Ort-re
Ministry of the Attornay General,

Sxpiras May 6, 2009
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A28 Sl magn - o iwirs Cw/;fr/

MR. MCCAMN: Yes we do. Maybe I can just introduce that. We've given
that document,

the document brief of Union Gas Limited, the exhibit number of B.7.1.2.

: 135
E : EXHIBIT NO. B.7.1.2: DOCUMENT BRIEP OF UNION GAS LIMYTED

136 ‘
F MR. SULMAN: Thank you. So at tab 16 of that exhibit, page 84, an

i Yyou can either -- 1

can read it to you, but I think it's pretty easy to access. Tab 16, page 84 of
: - the decision of this Board in .
[‘ E.B.O. 64(1) and (2), from July 16th, 1982, so about 21 Years ago. And this
was a decision on g
The Board said:

137
"Those landowners that have agreements have no standing before this
Board in this

pProceeding, and Union js legally required only to pay the amount of
compensation required by such
agreements.”

—

138

And that's, in a nutshell, our position today. Generally, Union,
you'll find, has not
objected to potential applicants in the Oil City and Bluewater Pools who have
not ac ted Union’s first .
offer :::er designation and before injection, under section 38 of the Act. But
Union objects to those who .
have signéd binding agreements, have taken paymants, and now come forwa
seek further additional
compensation.

139
-It's Union's position that the sanctity of contracts in the storage
business, the o0il and gas ™
business, is vitally isportant. If written agreements are not upheld, then i
throws the storage business
and in fact the. Z:mu gas business into chaos. Stability disappears, and any
incentive to resolve matters
[ by contract between parties without constant application to the Board
requiring determination by the G ‘
AFC | Board, all that dissolves. And not only does the principle of sanctity of
SRCEAL contracts provide business and : for .
[ , economic efficiency for Union and the landowners and its customers, but for
_ , all other companies in the
g A hatural gas storage business.

140
1f Union’s landowner contracts, if there's no sanctity of c‘ontract.
for th contracts, then F
the ,.:e.ppne'- to all other storage companies. Well, I guess there is only
One at this point in time. But o : t
all other storage Companies. There's only one other large one. And tha
affects the rates of all customers, '

90y J
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This is Exhibit “P” to the
Affidavit of WAYNE MCMURPHY
Sworn October 29, 2008

Commissi%/

sherma Muria Ratr, & Commissioner, ete,,

Jox{nty of Lambton, for the Governmert of Ont~rir
Ministry of the Attorney General.

Sxpires May 6, 2000

24



) Ontario Energy Canmission de I'Energie
E e Board de I'Ontario

-
Ontario

1
L RP-2000.0005

IN THE MATTER OF the Ontario Energy Board Act, 1998,
S.0. 1998, c.15, Schedule B;

AND IN THE MATTER OF an Application by the landowners
in the Amended Application for just and equitable compensation
in respect of gas or oil rights or the right to store gas under

i section 38(3) of the Ontario Energy Board Act;

AND IN THE MATTER OF an Application by the landowners
in pools being the subject of proceedings in Board file
RP-1999-0047 (Century Pools Phase II) pursuant to the Board's
order of February 2, 2000, for just and equitable compensation
o for the Century Pools Phase I development under section 38(2)
L : of the Ontario Energy Board Act;

BEFORE:

6
E A. Catherina Spoe]
' Presiding Member

Brock Smith
Member

DECISION AND ORDER

September 10, 2003
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3.13

3131

3.13.2

3.133

3.134

192

be affected by this proceeding and therefore the Board finds that they are entitled to participate
actively in this proceeding.

The Board expects that, at the conclusion of the proceeding or at another appropriate time, Union
will extend 1o them an offer which is equivalent to the compensation awarded by the Board to

other applicants.
Colin A. McMurphy (Edys Mills)

Evidence

Edys Mills Pool was designated for storage in 1993. Colin A. McMurphy has a Gas Storage
Lease Agreement with Ram Petroleums Limited dated October 11, 1989. Ram Petroleums sold
their interest in the Edys Mills Pool to Union Gas and assigned the leases to Union Gas before

the pool was designated for storage. '
Union’s Position

Unions’ position is that the Gas Storage Lease is an agreement that precludes this applicant from
obtaining an order of compensation under section 38. (Transcript, 623 to 650)

Applicant’s Position

The applicant’s position is that he is eligible for an order of the Board determining compensation
because he is entitled to just and equitable compensation and Union has previously sought to
negotiate with him as part of a joint bargaining group consisting of landowners in Lambton
County. In addition, the applicant argues that the Board’s rules of practice and procedure provide
for the active participation in a proceeding of persons who have substantial interest.

In addition, the applicant submits that his gas storage lease provides for a fixed storage rental and
a storage operation royalty but the royalty has never been received.

Board Findings

The Board finds that Colin McMurphy is not eligible for an order of the Board determining his
compensation since he has an existing agreement that provides for compensation for gas storage.
It is clear, however, that the value of his gas storage rights may be affected by this proceeding
and therefore the Board finds that he is entitled to participate actively in this proceeding.

187

189

191

192

193

194

193

196

197

198
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The Board expects that, at the conclusion of the proceeding or at another appropriate time, Union
will extend to him an offer which is equivalent to the compensation awarded by the Board to

other applicants.

3.14 Marie Katherine Snopko (Edys Mills)

3.14.1 Evidence
201

Marie Katherine Snopko holds an Gas Storage Lease Agreement with Ram Petroleums Limited,
which was signed on May 24, 1989 by George Graham, predecessor in title. Marie Katherine
Snopko signed on July 30, 1993 an Amendment of Gas Storage Lease Agreement with Union

.

Marie Katherine Snopko signed a Full and Final Release with Union on October 21, 1992 for
compensation for damages related to construction of permanent roadways and other facilities that

I would occur to the end of the 1993 calendar year.
203

3.14.2 Union’s Position

Union's position is that Mrs. Snopko should not be allowed to actively participate in the
compensation phase of the proceeding because she has an agreement that prevents her from
receiving compensation for gas storage rights other than well payments to be determined by the

Board under section 38 (Transcript, 623 to 650).

Mrs. Snopko’s Amendment of Gas Storage Lease Agreement provides in clause 5(b) that if no
agreement is reached on well payments, either Union or Mrs. Snopko can make application to the
Ontario Energy Board. Union concedes that Marie Katherine Snopko has full standing before the

Board to seek an order providing compensation for well payments.

Union's position is that the applicant has released all her claims for roadway compensation by
virtue of the Full and Final Release and therefore cannot have standing to claim roadway

compensation under section 38.

3.14.3 Applicant’s Position

The applicant’s position is that she is eligible for an order of the Board determining
compensation because she is entitled to just and equitable compensation and Union has
previously sought to pegotiate with her as part of a joint bargaining group consisting of
landowners in Lambton County. In addition, the applicant argues that the Board’s rules of
practice and procedure provide for the active participation in a proceeding of persons who have

substantial interest.

2
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The applicant also submits that her gas storage lease provides for a fixed storage rental and a
storage operation royalty but the royalty has never been received. ‘

Mrs. Snopko’s position is that her release only covers damages incurred until the end of 1993
and in addition does not deal with the land rights aspect of compensation (T ranscript, 932 to

934).

Board Findings

The Board finds that Mrs. Snopko has full standing as an applicant on the issue of well payments
and is eligible for an order of compensation by Board on that issue.

The Board finds that Mrs. Snopko is not eligible for an order of the Board on other aspects of
storage compensation because she bas an existing agreement with respect to those aspects of
storage compensation. She is entitled to participate actively in the proceeding.

The Board finds that the applicant is entitled to participate actively in the proceeding and the
Board expects that, at the conclusion of the proceeding or at another appropriate time, Union will
extend to her an offer which is equivalent to the compensation awarded by the Board to other

* applicants.

3.15

3.15.1

The Board finds that there is no agreement on the land rights aspéct of roadway compensation
and accordingly the applicant will have the right to have that aspect of her claim dealt with in the

Board’s order and the right to participate actively in the proceeding.

The Board cautions that this finding should not be taken to indicate that the Board will
necessarily order any modification or adjustment to compensation on this aspect of the

applicant’s claim.
Donald & Karen Kabbes (Waubuno)

Evidence

The applicants bold an amending agreement with Union dated February 28, 1990. Donald and
Karen Kabbes have a Roadway Easement Agreement dated April 20, 2001 which is the same in
form as that of Frank and Anne Marie Sanderson. Clause 2 of the Roadway Easement provides
that the annual rental payment shall be adjusted prior to the sixth payment, to the then rate per
acre being paid for roadway rights in the Waubuno Pool and prior to every sixth payment
thereafter, the rate per acre under this agreement shall be identical to the rate per acre then being
paid in the Waubuno Pool. '
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July 15,2 BECE{_\IED
AUG 2 3 2004
Eldon and Ellen Knight AN 5oPT
P.O.Box 179
Oil Springs, Ontario
NON 1RO

Dear Mr. & Mrs. Knight:
Re: Offer of Increased Compensation

This letter is to advise you of new rates of compensation that are being offered by Union Gas
Limited (“Union”) to our storage landowners or mineral rights holders for ri ghts granted to or
enjoyed by Union.

At the presentation of the settlement proposal before the Ontario Energy Board, Union’s
Counsel advised that Union would offer that “precise level of compensation as it produces
money in the hands of the applicants, will be made to everyone else”. This offer is being
extended to you further to that advisement.

Changes to the current gas storage lease must be based on the mutual agreement of the parties.
If you do not agree with the proposed changes in the compensation section of your agreement,
Union will continue to compensate you as per the conditions in existing agreements.

The proposed changes only affect the annual compensation clauses in the Gas Storage Lease
Agreement (page 2, paragraph 1 of the agreement). All other clauses and conditions in the
original agreements remain in effect. :

This new payment structure represents just and equitable compensation for storage nghts for the
period 1999 through 2008 and reflects the settlement agreement approved by the Ontario Energy
Board in its Decision and Order in March 2004 and covers all claims for compensation that

were or could have been raised in RP-2000-0005.

The following are the terms of the offer being extended by Union to you for the applicable
facilities on your property:

e Annual lease payments for inside acres (defined as an acre within the boundary of a
designated storage area) for 2005 will be $72.38 plus the lesser of CPI* or 5% per acre,
such amount being for the lease of storage rights. This payment will be made for 1.75
acres.

P.O. Box 2001, 50 Keil Drive North, Chatham, ON N7M 5M1 tel. 519 352 3100
Union Gas Limited

938
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Page 2

Eldon & EHen Kpight

July 15, 2004

Re: Offer of Increased Compensation

* For each of the years 2006 to 2008, the current payment shall be increased by an amount
equal to the product of the current payment and the lesser of CPI or 5%, which total shall
then become the current payment for the next year.

¢ For the period 1999 to 2004 Union will pay you $20.20 (plus GST if applicable). This
amount represents an increase over amounts previously paid by Union.

* After 2008 levels of compensation will be subject to further negotiation.
If the terms herein are acceptable please sign in the space provided below and return one copy
of it to this office by July 31st, 2004, whereby this shall constitute a binding agreement as
between the parties for any and all of your properties. If you do not sign the agreement, Union

will continue to pay you at your current rates.

Union will compensate you for the 1999 to 2004 payments within 45 days of your execution of
the agreement below.

A self addressed postage paid envelope is enclosed for your convenience.

If you have any further questions please contact me at the numbers listed below.

Yours truly,

g D~

Tom Edwards

Coordinator, Storage Petroleum

& Natural Gas Leases

Toll Free: 800-571-8446 Ext. 2198
Cell: 519-365-0752

Encl.

CPI defined as the most recent Consumer Price Index expressed as a fraction, as published by Statistics Canada for
the period of July | to June 30 annually
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Eldon & Ellen Knight
July 15, 2004 .
Re: Offer of Increased Compensation

If the terms herein are acceptable please execute in the space provided below and return one
copy of it to this office by July 31st, 2004, whereby this shall constitute a binding agreement as
between the parties. 1f you do not execute the agreement, Union will continue to pay you at
your current rates.

Union will compensate you for the 1999 to 2004 payments within 45 days of your execution of
the agreement below.

Agreed to and accepted this |7 dayof ___ A *a 2004

0L T e I %?4,4

Lg.ndowner Lan
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This is Exhibit “R” to the
Affidavit of WAYNE MCMURPHY
Sworn October 7 4, 2008

Sherma Muria Ratz, a Commissioner, etc.,
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’ July 15, 2004 W\

Lyle and Margaret Knight
P.O.Box 179

Oil Springs, Ontario
NON IRO

Dear Mr. Knight:
Re: Offer of .lncreased Compensation

This letter is to advise you of new rates of compensation that are being offered by Union Gas
Limited (“Union”) to our storage landowners or mineral rights holders for nghts granted to or

enjoyed by Union.

o

i ‘At the presentation of the settlement proposal before the Ontario Energy Board, Union’s
Counsel advised that Union would offer that “precise level of compensation as it produces
money in the hands of the applicants, will be made to everyone else”. This offer is being
extended to you further to that advisement.

Changes to the current gas storage lease must be based on the mutual agreement of the parties.
If you do not agree with the proposed changes in the compensation section of your agreement,
Union will continue to compensate you as per the conditions in existing agreements.

The proposed changes only affect the annual compensation clauses in the Gas Storage Lease
Agreement (page 2, paragraph 1 of the agreement). All other clauses and conditions in the

% original agreements remain in effect.

This new payment structure represents just and equitable compensation for storage rights for the
period 1999 through 2008 and reflects the settlement agreement approved by the Ontario Energy
Board in its Decision and Order in March 2004 and covers all claims for compensation that

were or could have been raised in RP-2000-0005.

The followmg are the terms of the offer being extended by Union to you for the applicable
facilities on your property:

* Annual lease payments for inside acres (defined as an acre within the boundary ofa
designated storage area) for 2005 will be $72.38 plus the lesser of CPI* or 5% per acre,
such amount being for the lease of storage rights. This payment will be made for 38.25

acres.

P.O. Box 2001, 50 Keil Drive North, Chatham, ON N7M 5M1 tel. 519 352 3100
Union Gas Limited

5
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Page 2

Lyle and Margaret Knight

July 15, 2004

Re: Offer of Increased Compensation

o For each of the years 2006 to 2008, the current payment shall be increased by an amount
equal to the product of the current payment and the lesser of CPI or 5%, which total shall

then become the current payment for the next year.

¢ For the peniod 1999 to 2004 Union will pay you $441.41 (plus GST if applicable). This
amount represents an increase over amounts previously paid by Union.

o After 2008 levels of compensation will be subject to further negotiation.

If the terms herein are acceptable please sign in the space provided below and return one copy
of it to this office by July 31%, 2004, whereby this shall constitute a binding agreement as
between the parties for any and all of your properties. If you do not sign the agreement, Union
will continue to pay you at your current rates. '

Union will compensate you for the 1999 to 2004 payments within 45 days of your execution of
the agreement below.

A self addressed postage paid envelope is enclosed for your convenience.

If you have any further questions please contact me at the numbers listed below.

Yours truly,

<o A

Tom Edwards

Coordinator, Storage Petroleum

& Natural Gas Leases

Toll Free: 800-571-8446 Ext. 2198
Cell: 519-365-0752

Encl.

CPI defined as the most recent Consumer Price Index expressed as a fraction, as published by Statistics Canada for
the period of July 1 to June 30 annually
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) Lyle and Margaret Knight
July 15, 2004
Re: Offer of Increased Compensation

If the terms herein are acceptable please execute in the space provided below and return one
copy of it to this office by July 31st, 2004, whereby this shall constitute a binding agreement as
between the parties. 1f you do not execute the agreement, Union will continue to pay you at
your current rates.

Union will compensate you for the 1999 to 2004 payments within 45 days of your execution of
the agreement below.

Agreed to and accepted this /7 day of Auw g 2004

dndownerd | Landowner
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Lyle and Margaret Knight
July 15,2004
Re: Offer of Increased Compensation

If the terms herein are acceptable please execute in the space provided below and return one
copy of it to this office by July 31st, 2004, whereby this shall constitute a binding agreement as
between the parties. If you do not execute the agreement, Union will continue to pay you at
your current rates.

. Union will compensate you for the 1999 to 2004 payments within 45 days of your execution of
the agreement below.

Agreed to and accepted this /17 day of A J 2004

j&/( /{‘-?M m_oispit Kmieht

Landowne(/ V Landowner Y

'~

S
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July 15, 2004 RECEIVE
LANDS DEPT.

Eldon, Lyle, and Margaret Knj ght

P.O. Box 179 '

Oil Springs, Ontario

NON 1RO

Dear Eldon, Lyle and Margaret:

Re: Offer of Increased Compensation

This letter is to advise you of new rates of compensation that are being offered by Union Gas
Limited (*“Union”) to our storage landowners or mineral rights holders for rights granted to or

enjoyed by Union.

At the presentation of the settlement proposal before the Ontario Energy Board, Union’s
Counsel advised that Union would offer that “precise level of compensation as it produces
money in the hands of the applicants, will be made to everyone else”. This offer is being
extended to you further to that advisement.

Changes to the current gas storage lease must be based on the mutua] agreement of the parties.
If you do not agree with the proposed changes in the compensation section of your agreement,
Union will continue to compensate you as per the conditions in existing agreements.

This new payment structure represents just and equitable compensation for storage rights for the
period 1999 through 2008 and reflects the settlement agreement approved by the Ontario Energy
Board in its Decision and Order ip March 2004 and covers all claims for compensation that

“were or could have been raised in RP-2000-0005.

g"i B The following are the terms of the offer being extended by Union to you for the applicable
facilities on your property: '
fi * Annual lease payments for inside acres (defined as an acre within the boundary of a
H designated storage area) for 2005 will be $72.38 plus the lesser of CPI* or 5% per acre,
such amount being for the lease of storage rights. This payment will be made for 186.16

acres.

P.O. Box 2001, 50 Keil Drive North, Chatham. ON N7M 5M1 tel. 519 352 3100
Union Gas Limited
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Eldon, Lyle and Margaret Knight
July 15, 2004

Re: Offer of Increased Compensation

* Annual payments for Roadways (those represented by executed roadway agreements or
leases), for 2005 will be $825.00 plus the lesser of CPI or 5% per acre of roadway, such
amount being for the lease of land for facilities and in respect of all damages, including
disturbance, loss of opportunity, and crop loss. This payment will be for 2.0 acres.

* For each of the years 2006 to 2008, the current payment shal] be increased by an amount
equal to the product of the current payment and the lesser of CPI or 5%, which total shall

then become the current payment for the next year.

* For the period 1999 to 2004 Union will pay you 52,394.0141 (plus GST if applicable).
This amount represents an increase over amounts previously paid by Union.

s After 2008 levels of compensation will be subject to further negotiation.

If the terms herein are acceptable please sign in the space provided below and return one copy
of it to this office by July 31st, 2004, whereby this shall constitute a binding agreement as
between the parties for any and all of your properties. If you do not sign the agreement, Union

will continue to pay you at your current rates.
Union will compensate you for the 1999 to 2004 payments within 45 days of your execution of
the agreement below. ‘

A self addressed postage paid envelope is enclosed for your convenience. If you have any

further questions please contact me at the numbers listed below.

Yours truly,
<< L~

Tom Edwards
Coordinator, Storage Petroleum

& Natural Gas Leases

Toll Free: 800-571-8446 Ext. 2198
Cell: 519-365-0752

CPI defined as the most recent Consu

mer Price Index expressed as a fraction, as published by Statistics Canada for
the period of July ! to June 30 annually '

1%



Eldon, Lyle and Margaret Knight
July 15, 2004

Re: Offer of Increased Compensation

If the terms herein are acceptable please execute in the space provided below
copy of it t

Agreed to and accepted this /7 ‘day of ﬁk; 2004

LA KA 7
/ Lanldoz%r o %r

Maranicd

Landowner
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This is Exhibit “T” to the
Affidavit of WAYNE MCMURPHY
Sworn October 74, 2008

Sherma Muria Ratz, a Commisst
3 , oner, ete.
wounty of Lambton, for the Governmery ,

L 3 t of O LT
Mln{stry of the Attomey General, o
Expiras May 6, 2nna
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January 17, 2005 RECE!\IED
FEB 0 2 2005
Colin A. McMurphy LANDS DEPT.

RR. #2, 2017 Pantry School Road
Oil Springs, Ontario NON 1Po

Dear Mr. McMurphy:

Re: Offer of Increased Compensation

Limited (“Union™) to our storage landowners or mineral nights holders for rights granted 1o or
enjoyed by Union. .

This new payment structure represents just and equitable compensation for storage rights for the
period 1999 through 2008, reflects the settlement agreement approved by the Ontario Energy

Board in its Decision and Order in March 2004,

The following are the terms of the offer being extended by Union to you for the applicable
facilities on your property:

* Annual lease payments for inside acres (defined as an acre within the boundary of a
designated storage area) for 2005 will be $72.38 plus the lessor of CPI* of 5% per acre,
such amount being for the lease of storage rights. In this regard “Union™ will be making
payment for 40 inside acres,

Page2

P.O. Box 2001, 50 Keil Drive North, Chatham, ON N7M 5M1 tel. 519 352 3100

Union Gas Limited
24|
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This is Exhibit “U” to the
Affidavit of WAYNE MCMURPHY
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RE
April 23, 2004 CEvep
Marne Katherine Snopko ’
Box 1276
Petrohia, Ontario
NON [RO

Dear Ms. Snopko:
Re: Otfler of Increased Compensation

This letter is to advise you of new rates of compensation that are being offered by Union
Gas Limited (“Union”) to our storage landowners or mineral rights holders for nghts

granted to or enjoyed by Union.

This new payment structure represents just and equitable compensation for storage rights
for the period 1999 through 2008 and reflects the settlement agreement approved by the
Ontario Energy Board in its Decision and Order in March 2004.

.

The following are the terms of the offer being extended by Union to you for the
applicable facilities on your property:

» Annual lease payments for inside acres (defined as an acre within the boundary of a
designated storage area) for 2005 will be $92.50 plus the lesser of CPI* or 5% per

acre, such amount being for the lease of storage, and-forpetroleum-and-natural-gas \E
-th&-jﬁ Bee ey ?'\o.n,od—a 5. wnder si j\r\o:\‘ur‘-_ .

¢ Annual lease payments for outside acres (defined as an acre of land on a property

severed by a boundary of a designaied storage area leased'by Union) for 2005 will be
$27.79 plus the lesser of CPl or 5% per acre, such amount being for the lease of
storage, and for petroleum and natural gas nghts. :

o Annual payments for wellheads (including both injection/withdrawal wells and
observation wells) for 2005 will be $1,050.00 plus the lesser of CPI or 5% per
wellhead, such amount being for the lease of land for facilities and 1n respect of all
damages, including disturbance, loss of opportunity, and crop loss..

¢ Annual payments for Roadways (those represented by executed roz?za\?greemcms
or leases), for 2005 will be $825.00 plus the lesser of CPI or 5% pe Aa& of roadway, @'

such amount being for the lease of land for facilities and in respect of all damages,
including disturbance, loss of opportunity, and crop loss.

P.O. Box 2001. 50 Keil Drive North, Chatham. ON NIM 3M1 tel. 519 352 3100
Union Gas Limited

73%
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Marie Katherine Snopko

April 23, 2004

Re: Offer of Increased Compensation

« For each of the years 2006 to 2008, the current payment shall be increased by an
amount equal to the product of the current payment and the lesser of CPI or 5%, which

total shall then become the current payment for the next vear.

For the period 1999 to 2004 Union will pay you $1,567.34 (plus GST if applicable).
This amount represents an increase over amounts previously paid by Union.

After 2008 levels of compensation will be subject to further negotiation.

If the terms herein are acceptable please sign in the space provided below and return one
copy of it to this office by May 12", 2004, whereby this shall constitute a binding
agreement as between the parties for any and all of your properties. If you do not sign
the agreement, Union will continue to pay you at your current rates.

Union will compensate you for the 1999 to 2004 payments within 435 days of vour
execution of the agreement below.

A self addressed postage paid envelope is enclosed for your convenience.

If vou have any further questions please contact me at the numbers listed below.

Yours truly,

<l A~

Tom Edwards

Coordinator, Storage Petroleum

& Natural Gas Leases

Toll Free: 800-571-8446 Ext. 2198
Cell: 519-365-0752 '

Encl.

* CPI defined as the most recent Consumer Price Index expressed as a fracton. as published by Statistics
Canada for the period of July 1 to June 30 annually
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Marie Katherine Snopko

April 23,2004

Re: Offer of Increased Compensation

If the terms herein are acceptable picase execute in the space provided below and return
one copy of it to this office by Mayv 12", 2004, whereby this shall constitute a binding
agreement as between the parties. If you do not execute the agreement, Union will
continue to pay you at your current rates.

Union will compensate you for the 1999 to 2004 payments within 45 days of your
execution of the agreement below. ‘

Agreed to and accepted this o5 + day of % 7. 2004

o /4 %ﬂv@é/

/" Landevner 1
/ W 1TEY WUAYNE Memuafng
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File #: 19759
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Affidavit of WAYNE MCMURPHY
Sworn October 24, 2008
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March 28 07

Eldon Ciordon Knight
Ellen Mare Knight

R.R. &2
Oil Springs. Ontario NN 1Py

Dear Mr. & pys. Knight
Re: Offer of Increaseq Compensatjon - File #1975g

Ou of new rates of compensation that are being offerey by Union Cias

This letter is 10 advise y
Mineral rights holders for rights granted o or

Limited “Union™y 1o gur Storage landowners or
enjoyed by Union.

The following are the terms of the offer being extendeq by Union to You for the applicable
facilities on Your property. .
I. Annual lease pa res (defined ag an acre within the bnundary ofa

yments for inside ac
designated storage area) for 2009 will he 130 per acre, such amount being for the
Rig

2. Annual [ ease Payments for outside acres (def;
a boundary of , designared Storage area leased hy tin

severed by
ount being for the lease of storage. and for petrolcum and natyra)

$33.96 per acre. such am
Kas rights.

4. Annuyl Pa yments for Roadways {those represented by executed roadway agreements or
leases) for 2009 shall be §§ D08.85 per acre ot'roadway. such amount being tor the lease
ol'land for fac; lities and in respect of )) damages, including disturbane. loss or

Opportunity and crop loss. Union will agree 1o pay

PAY oy SOBL0 Rei) Dy North, Chathay, ON.N=M M1 WWwW.aniongas com

Lisviony (54 Lintitid
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Re: Offer of Increased ( ompensation

for addiiona) damages whjc have arisen of anse as a resyly of
Acts and by-laws enacted since 2004

4. and for which Union s h

Payments tor 2019 have heen determined by using a C'pj raq
perthe currem agreement estimated ag 2o, ]
currently estimaged 1o be 2%, It the CPj

rate is greater for
adjusted upwards accordingly.

the changes 1, pertinent
able.

6. For each of the vears 20101 2013, the current
€qual to the prog

the curreny paym next year. (pj g defined
Index expressed as a fraeq; € over the prior Year, as publishey
Canada for the peri e 30 annually. Pleage see the atiach
“A"as an example of fytyre Payments, subject 10 future ¢ onsumer Price |

onsumer Prjee
by Statistics

ed Schedule
7.

This term of yhj agreement shal| pe

: live years, e January 1, 2009 through December
31,2013, 5 which time the parties have the righ
of this 2greement,

time as a scnlem_cnl
have the Board dete

ment plus CPJ wj; continue upyj such
is reached or until e i ]
Board Act, 1998).

rmine future tompensation (per

8. Upon €xecution of the individual oters by 759 of the landowners who each hoyd 5
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j Page 3

Re: Offer of Increased Compensation

If the terms her,
i and retum
the new Te

ein are aceeptable please
ne copy of this letter 1o thys
rms, im‘luding any signing by

A self addresse,

S1Zn in the SPACE provided on

Hlice by April 30, 2007. Fay
MuUs not hej

the fag Page of this leyer

ure to do so wijj result in
ng provaded 1o you.

<Je— K__e

Tom Edwarys
L) Coordinator, Storage, Petroleum &
ﬁ, Natura) Gas Leases
Toll free: 1-800-57).8

Cell: 5 19-365-0752
!} Encl.

446, ext, 2198
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l Page 4 LANDS DEPZ

Re: Offer of Increased Compensation

Ifthe terms herein are acceptable plegye Lxecute i the space provided below any retum one copy
to this vilice by April 30, 2007

Agreed to and accepted rhis_vmmy nllW . 2007

Bl 71,,; Lew gt
Landowner . Landown

P.O. Box 2001, 59 Keil Drive Nopgp, Chatham, ON, N7y 5M3 WWWw.uniongas.com
Union Gas Limiteq
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This is Exhibit “W” to the
Affidavit of WAYNE MCMURPHY
Sworn October 24, 2008

LI
Commissjorier

sherma Muria Ratz, a Commiss‘voner, efc,,

~ounty of Lambton, for the Gove

. mment o
M!n{stry of the Attorney General, e one
“xpires May 6, 2nna
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A Sppectra Energy Lonpany

March 28. 2007

Lyle Kenneth Knight
Margaret Sharon Knight

5090 Aniline, Box 179

O1l Springs, Ontario NON | PO

Dear Mr. & Mrs. Knight
Re:  Offer of Increased Compensation — File #19760

This letter is to advise you of new rates of compensation that are being offered by Union Gas
Limited (“Union”) to our storage landowners or mineral rights holders for rights granted to or
enjoyed by Union.

This new payment structure represents compensation for storage rights for the period 2009
through 2013 and reflects a settlement agreement reached with the Executive of the Lambton
County Storage Association (LCSA). A letter of endorsement sugned by the LCSA negotiating

committee is attached.
The following are the terms of the ofter being extended by Union to you for the applicable
facilities on your property.

Annual lease payments for inside acres (defined as an acre within the boundary of a
designated storage area) for 2009 will be $113.10 per acre, such amount being for the
lease of storage, and for Petroleum & Natural Gas Rights.

Annual Lease payments for outside acres (defined as an acre of land on a property
severed by a boundary of a designated storage area leased by Union) for 2009 will he
$33.96 per acre, such amount being for the Iease of storage, and for petroleum and natura)

gas rights.

Annual payments for wellheads (including both injection/withdrawal wells and
observation wells) for 2009 will be $1,283.97 per wellhead, such amount being for the
lease of land for facilities and in respect of all damages, including disturbance, loss of
opportumity. and crop loss. Union will agree to pay for additional damages which have
arisen or arise as a result of the changes to pertinent Acts and by-laws enacted since

2004, and for which Union is liable.

Annual Payments for Roadways (those represented by executed roadway agreements or
leases) for 2009 shall be $1.008.85 per acre of roadway. such amount being for the lease
of land for Jacihties and in respect of all damages, including disturbance, loss of

opportunity and crop loss. Union will agree to pay

PO fos 2001, 50 Keil Drive North, Chatlam, ON, N7M 5M1 www. uniongassom

Uiion Gas Lanitsd
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A Spectra Energv Cunpany

Page 2 ’
Re: Offer of Increased Compensation

for additional damages which have arisen or arise as a result of the changes to pertinent
Acts and by-laws enacted since 2004, and for which Union is liable,

The above annual payments for 2009 have been determined by using a CPI rate in 2008
per the current agreement estimated at 2% and for 2009 an increase of 10% plus CPI
currently estimated to be 2%. If the CPl rate is greater for either year, the rate will be

adjusted upwards accordingly.

For each of the years 2010 to 2013, the current payment shall be increased by an amount
equal to the product of the current payment and the C'Pl, which total shall than become
the current payment for the next year. CPl is defined as the most recent Consumer Price
Index expressed as a fractional increase over the prior year. as published by Statistics
Canada for the period of July 1 to June 30 annually. Please see the attached Schedule
“A™ as an example of future payments, subject to future Consumer Price Index Rates.

This term of this agreement shall be five years, i.e. January 1, 2009 through December
31, 2013, at which time the parties have the right 1o rencgotiate the terms and conditions
of this agreement. In the event that the parties cannot agrece on compensation at that time,

payments in the amount of the then current payment plus CP1 will continue until such
time as a seltlement is reached or until either party applies to the Ontario Energy Board to

have the Board determine future compensation {per Section 38 of the Ontario Energy
Board Act, 1998).

Upon execution of the individual offers by 75% of the landowners who each hold a
storage with Union for a minimum of 25 acres of land. their offer letters shall then

constitute binding agreements with Union for these properties.

9. Upon execution of the individual offer letters by 75% of the landowners who each hold a

storage lease with Union for a minimum of 25 acres of land. all landowners who have
signed their offer letter shall receive a signing bonus equal to the greater of 5.0% of their
2007 payment or $100.00, payable within 30 days. In your particular case this payment

will be $147.89.

Upon execution of the individual offer letters by 90" ol the landowners who each hold a
storage lease with Union for a minimum of 25 acres of land . all landowners who have
signed their offer letter shall receive an additional signing bonus equal to 2.5% of their
2007 payment payable within 30 days. In your particular case this payment will be

$73.95.

10.

110, Box 2001, 50 Keil Drive North, Chatham, ON, N7M 5M1 WWWINH OIS GO

Piion Gas Limited
24
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A Spes tes Energy Cunpany

Page 3
Re: Offer of Increased Compensation

If the terms herein are acceptable please sign in the space provided on the last page of this letter
and retumn one copy of this letter to this office by April 30. 2007. Failure to do so will result in
the new Terms. including any signing bonus not being provided to you.

A self addressed postage paid envelope is enclosed for your convenience.

If you have any further questions please contact me at the numbers listed below.

Yours truly.

Tom Edwards
Coordinator, Storage, Petroleum &

Natural Gas Leases
Toll free: 1-800-571-8446, ext. 2198

Cell: 519-3065-0752
Encl.

PO Hon 2001, 500 Kedl Drive North. Chathiom, ON, N7M 5ME www.uniongas com

tinion Gas Liited
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A Spectra Envrgy Company

RECEIVED
APR 10 2007

LANDS DEPT.

Page 4
Re: Offer of Increased Compensation

If the terms herein are acceptable please execute in the space provided below and return one copy
to this office by Apnil 30, 2007. ‘

Agreed to and accepted this J 74 day of Af""l , 2007
[

La%':gw _~_-E ; ) Landowner 5

ner

"P.O. Box 2001, 50 Keil Drive North, Chatham, ON, N7M 5M1 www.uniongas.com
Union Gas Limited
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This is Exhibit “X” to the
Affidavit of WAYNE MCMURPHY
Sworn October X, 2008

Commissio

sherma Muria Ratz, a Commissioner, etc.,
“ounty of Lambton, for the Governinernt of Ont-rr
Ministry of the Attorney General.
Cxpirns May 6, 2000

9
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A Npectia Energy Company

March 28. 2007

Eldon Gordon Knight

Lyle Kenneth Knight
Margaret Sharon Knight
5090 Aniline, Box 179 ‘
Oil Springs, Ontario NON 1P0

Dear Messrs. Knight
Re: Offer of Increased Compensation — File #19761

This letter is to advise you of new rates of compensation that are being offered by Union Gas
Limited (“Union”) to our storage landowners or mineral rights holders for rights granted to or

enjoyed by Union.
This new payment structure represents compensation for storage rights for the period 2009

through 2013 and reflects a settlement agreement reached with the Executive of the Lambton
County Storage Association (LCSA). A letter of endorsement signed by the LCSA negotiating

commuttee is attached.
The following are the terms of the offer being extended by Union to you for the applicable
facilities on your property.

l. Annual lease payments for inside acres (defined as an acre within the boundary of a

designated storage area) for 2009 will be $113.10 per acre, such amount being tor the
lease of storage. and for Petroleum & Natural Gas Rights.

2. Annual Iease pavments for outside acres (defined as an acre of land on a property
severed by a boundary of a designated storage area leased by Union) for 2009 will be
$33.96 per acre. such amount being for the lease of storage, and for petroleurn and natural

gas rights.

3. Annual payments for wellheads (including both injection/withdrawal wells and
observation wells) lfor 2009 will be $1,283.97 per wellhead. such amount beiny for the
lease of land for facilities and in respect of all damages, including disturbance., loss of
opportunity. and crop loss. Union will agree to pay for additional damages which have

arisen or arise s a result of the changes to pertinent Acts and by-laws enacted since

* 2004, and for which Union is liable.
Annual Payments for Roadways (those represented by executed roadway agreements or

leases) for 2009 shall be $1,008.85 per acre of roadway. such amount being lor the lease
of land for facilines and in respect of all damages. including disturbance, Joss of

opportunity and crop loss. Union will agree to pay

20 Box 200t 50 Keil Drive Nonh, Chathom, ON, N7™™ 5M1 WwWwW.HLunEas.oom

thivion Cis Limited
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A Spectra Enwergy Compuny

Page 2
Re: Offer of Increased Compensation

for additional damages which have arisen or arise as a result of the changes to pertinent
Acts and by-laws enacted since 2004, and for which Union is liable.

2 5. The above annual payments for 2009 have heen determined by using a CPl rate in 2008
per the current agrcement estimated at 2% and for 2009 an increase of 10% plus CPI
‘currently estimated to be 2%. If the CPl rate is greater for either year, the rate will be

adjusted upwards accordingly.

gy 6. For each of the years 2010 to 2013, the current payment shall be increased by an amount

equal to the product of the current payment and the CPI, which total shall than become

the current payment for the next year. CPl is defined as the most recent Consumer Price

. Index expressed as a fractional increase over the prior year, as published by Statistics

i Canada for the period of July | to June 30 annually. Please see the attached Schedule
"A™ as an example of future payments. subject to future Consumer Price Index Rates.

7. This term of this agreement shall be five years, i.e. January 1, 2009 through December
31, 2013, at which time the parties have the right to renegotiate the terms and conditions
of thisagreement. In the event that the parties cannot agree on compensation at that time,
payments in the amount of the then current payment plus CPI will continue until such
time as a settlement is reached or until either party applies to the Ontario Energy Board to
have the Board determine future compensation (per Section 38 of the Ontario Energy

Board Act, 1998).

8. Upon execution of the individual offers by 75% of the landowners who each hold a
storage with Union for a minimum of 25 acres of land, their offer letters shall then

constitute binding agreements with Union for these properties.

9. Upon execution of the individual offer letters by 75% of the landowners who each hold a
storage lease with Union for a minimum of 25 acres of land, all landowners who have
signed their ofler letter shall receive a signing bonus equal to the greater of 5.0% of their
2007 payment or $100.00, payable within 30 days. In your particular case this payment

will be $807.94.

10. Upon execution of the individual offer letters by 90% of the landowners who each hold a
storage lease with Union tor a minimum of 25 acres of land . all landowners who have
signed their ofTer letter shall receive an additional signing bonus equal to 2.5% of their

§ 2007 payment payable within 30 days. In your particular case this payment will be
& $403.97.

EO. Bos 2001, 560 Keil Orive Nords, Chathoam, ON, N7M M1 WW W OIS GO

Haian Gas Limitd
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A Spectra L rgv Company

Page 3
Re: Offer of Increased Compensation

IT the terms herein are acceptable please sign in the space provided on the last page of this letter
and return one copy of this letter to this office by April 30, 2007. Failure to do so will result in

the new Terms, including any signing bonus not being provided to you.
A self addressed postage paid envelope is enclosed for your convenience.

If'you have any further questions please contact me at the numbers listed below.

Yours truly,

7 L)~

Tom Edwards
Coordinator, Storage. Petroleum &

Natural Gas 1. cases
Toll free: 1-800-571-8446, ext. 219

Cell: 519-365-0752 :
Encl.

PO Box 2ot 56 Keil Drive Nonh, Chatham, ON. N7M 5M 1 www.uniongas.com

tinian Cas Lissited

15 F



1967

iniongas

A Spectra Energyv Company

RECEIVED
£PR 10 2007

Page 4 | , LANDS DEPT,

Re: Offer of Increased Compensation

If the terms herein are acceptable please execute in the space provided below and retumn one copy
to this office by April 30, 2007.

Agreed to and accepted this_  J ¥ J ¥# day of ﬁgf v l . 2007
\uj

L‘di(mnc. ( Landow)

-

Ahosoc bt o2l

P.O. Box 2001, 50 Keil Drive North, Chatham, ON, N7M 5M1 www.uniongas.com
Union Gas Limited
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Court File No. 5021/08

ONTARIO
SUPERIOR COURT OF JUSTICE
BETWEEN:
MARIE SNOPKO, WAYNE MCMURPHY, LYLE KNIGHT and ELDON
KNIGHT
Plaintiffs
-and-
UNION GAS LTD. and RAM PETROLEUMS LTD.

Defendants

SUPPLEMENTARY AFFIDAVIT OF WAYNE MCMURPHY

I, WAYNE MCMURPHY of the Township of Dawn-Euphemia, in the Province of
Ontario, MAKE OATH AND SAY:

1. I am one of the plaintiffs in this action and as such | have knowledge of the matters to

E which I herein depose. Where my knowledge is based on information from others, [ have
|

stated the sources of my information and believe it to be true.

2. Two Petroleum and Natural Gas Leases (“PNG Leases”) were not included in my initial
Affidavit that | feel are relevant to this motion. The PNG Leases are attached to this

Affidavit and marked as “Exhibits A and B™.

5 2060



[17

3. These two PNG Leases are important as they are indicative of the lengths that the

Defendants went to maintain a hold on the lands involved.

4. I swear this affidavit in support of our defence to Union’s motion for summary judgment

and for no other or improper purpose.

Sworn before me at the ) '
City of rmia. Ondrnis) / % -
on October 24, 200 ) /e /4

%{ AWAYNE MCMURPHY

A commissioner etc.

Sherma Muriz Ratz, a Commissioner, efc.,
County of Lambton, for the Government of Onfrric
Ministry of the Attorney General.

Expires May 6, 2070

26l
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This is Exkibit “A” to the
Sapplementary Affidavit of Wayne McMurphy
Swora October 2¢ 2008

Commiss%

Sherma Muria Ratz, a Commissicnar, efc.,
Courty of Lambton, for the Government of Qrtnric
; Ninistry of the Attornay General,
i Exnirns Moy 5 2000

s
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This is Exhibit “B” to the
Supplementary Affidavit of Wayne McMurphy
Sworn October #4 2008

Com er

fe ez Muria Ratz, a Commussioner, efc.,
"¢ty of Lambton, for the Government of Ontric
Ministry of the Attorney General.

Twnireg Moy 6, 200
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AGREEMENT OF LEASE mede this & day of SEFTC4BER AD. 197 &

BETKLEN: COMN N 11 AeRPHY DivD ohuve N H5ugppy
eyl Yy

OF THE Fowof8e/er* ¢F OAwiN inv THE v £ AT e

RR K2 CILSHARINGS o NTIALW,
- Hereinafter ca2lled the "LESSOR"
of the First Part

- and -

RAM PETROLEUMS LIMITED, a company incorporated under the
Laws of the Province of Ontario, having it's head office

at the City of Toronto, in the County of York,

- Hereinafter called the "LESSEE"
of the Second Part

WITNESSETH that in consideration of ONE DOLLAR ($1.00) (the
receipt whereof is hereby acknowledged) and other good and valuable
consideration, hereinafter set out, the Lessor do heréby demise and
Te2se unto the Lessee for the sole and only purpose of carrying on
the operations and of doing all acts in connection therewith that
are specifically mentioned in the habendum following and for which
the Lessee shall have the exclusive right during the life of this
agreement, the lands owned by the said Lessor in the Township of
Dawn, in the County of Lambton, in the Province of Ontario and

which may be more particularly described as follows:
PI.oF THE EAST S 4oTS 3383¢ cemncessien & FEACRE S

AND HMeRE PARricubMRAY DESCABLD 1iv BYIAc mégy GEIE R T

ADd e Wiffi e LelT 32 ConNCESsory ¥ /oo ACKES
r SeoTHwesr £ off ~noT 33 CoVeESSia W G $7e

DA N. Towwws if 42
4

TO HAVE AND TO HOLD the said land from the date hereof during
the term of one {1} year (renewable each year up to but not more
than five (5) years, without negotiating a new lease) and as long
thereafter as crude oil and natural gas and related hydro-carbons
(all of which are hereinafter called "the said substances") or any
of them are produced from the said land with the exclusive right
(subject to a reasonable compensation to be paid to the Lessor as
hereinafter provided) to make geological surveys and otherwise to

prospect and explore and to drill for, recover, remove and/or sell

all the said substances, (which said substances the Lessor hereby
grant to the Lessee absolutely as and when the said substances are
recovered) together with rights-of-way for ingress and egress and

the further right of removing either during,
the term hereof, all and any improvements

said land by the Lessee, including the

for pipe lines, and with
or within one year after
placed or erected on the
right to pull all casing.
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The Parties agree that any renews] on a yearly basis up to
the five year periods will be subject to the terms herein set out.

The Lessor covenant that he is the owner of said land and that
the Deed is in HIS name.
The Lessor and Lessee hereby covenant and agree with each
other as follows: -

CA

; Ty

1. The Lessee shall pay to the Lessor on the execution of this

B2 "boL L ars (%) per acre in consideration !

agreement the sum of 5

for the rights granted herein for the beriod of one year from the
date hereof.

2. The Lessee shall pay to the Lessor compensation for use of parts

of the surface of safd land as follows:
(i) Prior to commencement of drilling operations
the compensation to be paid the said Lessor shall
be the value of damage to crops and improvements
on safd land caused by Lessees' entry and the
conducting of prospecting operations.
(ii) On or after commencement of drilling operations P
the compensation shall be the value of damage to g,/{.h
crops and improvements then growing or on tme s*;d
land together with a payment of ONE HUNDREDVDOLLARS
(3135 00) per acre used for said operations, includ-
ing the well site, tanks and/or buildings and for
rights-of-way for ingress and egress and for pipe
l1ines or the like.

3. The Lessee agree to pay the Lessor as royalty and rental one-
eighth (1/8th) of all crude ofl and/or natural gas produced,

saved and marketed from the safd land paying on or before the 20th
day of next following month the current market price therefor at

the point of measurement in effect on the day it is run to the pipe
line or storage tanks. The Lessee will keep books showing correct-
ly the quantity of all crude 01l or all natural gas produced, saved
and marketed from the safd land, which books the Lessor or HIS agent
shall have the right to inspect atall reasonable times.

4. The Lessee agree not to drill a well within TWO HUNDRED FEET
(200*') of any residence or barn now on said land without the
written consent of the Lessor. The Lessee will bury pipe lines
below three foot (3') depth and will maintain said pipe lines in
good repair and compensate the Lessor for any damage done by leak-
3ge or otherwise from the said pipe lines.
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§. The Lessor covenant and agree to pay all taxes, rates and
assessments made or imposed against the said land, provided
hoaever, that the Lessee shall pay any increase of the said
taxes, rates and assessments made or imposed in respect of any
improvements which the Lessee may make on the said land and the
Lessee shall also pay all taxes which may be made or imposed with
respect to wells, pipe lines or other property brought upon or
maintained upon safd land by the Lessee.

6. In the event that ofl or gas is found and marketed the Lessee
may build and maintain a Battery fnstallation, for which purpose
the Lessor agree to lease not less than one (1) acre and notufgre{ S
than two (2).;&7;5 to the H§i§g$cat a rental not exceeding & i
HUNDRED AND PgufkY DOLLARS ($%3%®%86) per annum. The said install- .
ation shall be located in corner of lot of the Lessor. The Lessee
agree to maintain the said installation and the land leased there-
with in good condition at all times and to correct any unsatis-
factory or unsightly condition which may be found thereon by the
Lessor, who shall be entitled to inspect it at any time.

-3 -

o

7. If fences be necessary at well locations to prevent livestock
from having access thereto, the same will be provided by the
Lessee, and if the operations of the Lessee necessitate passage
through an existing fence, gates shall be provided or paid for by

the Lessee.

8. While well or wells are being drilled on the said land, the
Lessor shall be entitled to have access to the drilling rigs and
to examine cores and to be ¢onsulted and informed when a well is

brought into production or is about to be closed.

9. In the event that no crude ofl or natural gas shall have been
produced and sold during the year, this agreement shall be termin-
ated 18 months from the date hereof and the Lessee shall deliver to
the Lessor a written release of all their rights under this agree-
ment.

10. In the event that crude of1 &r natural gas shall have been
produced and sold within one year from the date hereof, the dura-
tion of this agreement shall be renewed from year to year as long
as production and sale of crude 0il or natural gas continues. Upon
the production of crude oil or natural gas being discontinued for a
period of three hundred (300) days or more, this agreement may be
terminated by written notice given by the Lessor or by the Lessee,
which shall take effect ten (10) days after notice. On or before
the date of termination the Lessee shall deliver to the Lessor a
release surrendering all of their interest in the safd land to the
Lessor and shall at their own expense register such release in the
Registry Office for the Registry Division in which the said land is
situated.
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11. In the event that this agreement sh2l)l have been renewed as EAM

Sf""" r O30 o e

aforesaid, the rental of EE DOLLARS (53139) per acre provided{\:
(418
for in paragraph 1, of this agreement shall not be payable in ®=!

the second or any subsequent year.

12. Any sale of storage rights made by the Lessor will be made
subject to the Purchaser agreeing to compensate the Lessee for the

value of their wells and pipe lines.

13. It is hereby declared and agreed that the rights of the Lessee
under this agreement or any renewal thereof may not be sold, trans-
E ferred, assigned or conveyed to any other person without the written

consent of the Lessor.

14. This agreement is made subject to the provisions of any statute

of Canada or Ontario applicable thereto and any regulations made

ﬁ pursuant to such statute.

15. The Lessee will not lay any pipelines on the leasehold premises
without first consulting with Lessor, so that such pipelines will

not interfere with any ti{le of the Lessor.

16. The Lessee will not commence a well on the leasehold premises
without written permission of the Lessor, which will not be unreason-

ably withheld.

IN WITNESS WHEREOF the parties hereto have executed this

agreement on the date first written AND affixed their seals.

SIGNED, SEALED AND DELIVERED { fl i d’ 77/ r}Q’"A/}éJ/':

in the presence of: -
R

8
£

ﬁ-‘ﬂ . WM | RAM PETROLEUMS LIMITED

N
f e 1.
Per: Ll e

7 PRESIGENT
Per: —ZF%%\
O

Sac At T
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inthe CewnNTyY
LEASING AEENNT make cath and say:

1 am & subscribing witness to the attached instrument and [ was present and saw & executed
Contr A ITITCARHY

it TVwASH P OF .
QA . M1t Y

*Sor Tontante QI‘W"

e ! 1 verily believe that each person whose signature [ witnessed is the perty of the same name referred
to in the instrument.

, ' [T .
SWORN hefore me at the TS vS 3 ¢ )
‘ & Covivry ¢F e »u/(j //7 /7/“4/-'4
ahie Mty inthe g yssrrenda
this /8 dayof T Ay 9 7¢

B
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Conttv N 11 Ao PHY
VE

TWVE kit n- l1‘:1vr. Py
of the JTewnSitIP e F Dher™y
inthe € =dTy OF wr1are:sd

U ——y mabe onth and say: T4 A7  When 4 & executed the attached instrument,
WWE wdlrTiE  at least eighteen years old.

Serke out

dincrosd-Lwsidower.
‘ [ was married /
s ¢

chiweE 8 M Avnpny was my wife Lhwshond.
We were married to each other,
We held the lund as Joint Tenants / Trastees 7~ Partrrership-ropmrty.

Ariihint of

Canada, ox.

(SEVERALLY) SWORN before me at the = 07" K/CV a- 7” ¢ ﬁ’? "v"’f’/?’ '

CceunTr e
mthe Lasrgion @ ./&1,.-4' v

ths /3 dayd,é’"r’n, 9w 7e
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_E_n ey “‘""t#‘-!m.‘. ave
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o r DA sy

5
r{¢ 7"1{4/‘ .—’
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Schedle "ot

FIRSTLY: Sublots Binety-three and finety-four (93 & 94)
gccoréing to Plan Two (2) for the seid Townsnip, and the south
four-fifths of Sublot Sixty-one (61) gccording to Plan Two
(2) for the caid Townehip in subdivision of Lot Thirty-four (34)
in the Ztgath Concession of the said Towmship contgining by
admeasurneat Fourteen( (14)/ acres moreor less;
S2CODLY: In the TownskIp of Down, in the Coujty of lemdton, 2nd
being couposed of fudlots Ninety-five, ninety-six, ninety-seven,
one hundred twenty-one, one hundred tventy end one hundred and
trenty-two (95,96,97,121,120,122), eccording to Plan Two (2) for
the said Tovnship, all in the subdivision of Iot Thirty-three (33)
in the Eighth Concession of the Towrship of Dewvn containing by
adiaeasurzent Thirty acres (30);
THEIRDLY: In the Township of Dawn in the County of Lambton and
being couposed of that portion of the roadway.extending from the
west limit of the Zighth Concession (8th) to the east limit of
the Zighth Concession (8th) and lying vetween lots Thirty-three
end tairty-four (33 & 34) in the seid concession of the Towvnghip
of Dewn, wore particularly described as follows: COZiSNCING et

~ the north-esst angle of Lot Ninety-four (94) according to Plen
do. Two (2) for the gaid Township of Davn: PHENCE northerly in
the production of the east limit of szid Lot Hinety-four (94) to
the south-east angle of Lot Number Sixty-one (61), according to
s2id Plan Fo. Two (2); TEDNCE westerly elong the south limit of
Lots Kumbers Sixty-One and Sixty-two (61 & 62) being the north
limit of seid rosd allowance, to the sout..~-vest aangle of said Lot
Sixty-two (62): T..ZiC> Southerly in the production of the west
1isit of said Lot Humber Simty-Two (62) to the north-west engle
of zeid Lot Number Ninety-three according to said Plan No. Two (2)
TZZHCE eesterly along the north limit of Lois Rinety-taree and
Yinety-four (93 & 94) being the south limit of said road allowance,

:'% place of beginnins.
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