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IN THE MATTER OF the Ontario Enerçv 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.O. 1998, for an Order
of the Board determining that the contracts, filed with the
Application, between the Applicants and Union Gas Limited fRam
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.O. 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

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 andlor compensation

from the Respondents, Union and Ram, pursuant to section 3 8(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 S3.500.000.O0. 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 Cohn

McMurphy, now deceased) were part of a group of approximately 160 landowners who

brought an Application to the Board 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 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 wehiheads).

Union took the position that the Board had no jurisdiction in the matter because of the

existence of such agreements.



7. [he Board agreed with Union and found that the :\pplicants of this matter did not have

standing to receive, compensation pursuant to section 38 of the Act (however, the Board

Ibund that Marie Snopko had standing with respect to weliheads and roadways).

8. 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.

9. 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 Oil Ltd. (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.

1 ‘ellingion and imperial Oil Ltd., [197011 O.R. 1 77-1 84 (H.C.J.),
Respondents’ Book of Authorities, Tab 10.

10. The Court. in its decision dated January 6. 2009. granted Unions motion for summary

judgment and agreed that the Board had exclusive jurisdiction.

11. 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

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



dismissed the appeal and ruled that the Board has exclusi e jurisdiction to determine all

issues and relief sought (Exhibits C” and ‘SD”, appended to the Affidavit of

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

12. 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. I mon 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.

13. 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. The Applicants own land in a rural area near the village ol Edvs Mills. in the Province of

Ontario. The Applicants land is within the boundaries of the Edys Mills Designated

Storage Area.

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

Chatharn, in the Province of Ontario.



16. 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.

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

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

18. 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.

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

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

20. 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;



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 br 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.

21. 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.

22. 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. 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.

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

approval.

25. 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.

26. 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.

27. No oil has been produced since Ram ceased production in 1993.

28. 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. 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.

31. 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 OR. (3d) 51. Respondents’ Book of Authorities. Tab 2 at para. 1.

32. 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. Gallon Solid Waste Material Inc. (1998), 38 OR. (3d) 161,
Respondents’ Book of Authorities, Tab 3 at paras 30, 32,



33. 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.

34. 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 OR. (2d) 466, Respondents Book of Authorities, Tab 5 at pg. 1-2.

35. 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.

S,nvth v. Wate,fall (2000), 50. OR. (3d) 481, Respondents’ Book of Authorities. Tab 6 at para. 10.

36. 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.

37. 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. [200 1] O.J. No. 33.
Respondents’ Book of Authorities, Tab 8 at paras. 26, 30.

38. ft 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

9



39. 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.

40. 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.

41. 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.

42. 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.



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. Wateifali 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 i,’. Wateifall (2000), 50. OR. (3d) 481, Respondents’ Book of Authorities, Tab 6 at para. 10.

The Board has jurisdiction over the matters

44. 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

45. 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.

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

contained in the aforementioned Statement of Claim.



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., [20101 O.J. No. 1335 (Ont. CA.).
Respondents’ Book of Authorities. Tab 9.

The claims are not futile

48. Union’s claims with respect to futility of the Applicants’ claims, as set out in paragraphs

29-3 3 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.

49. 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.

50. 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.

51. 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.



The Applicants are not precluded from seeking the relief sought

52. 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.

53. 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:

a. The affidavit of John Snopko. sworn July 12. 2011:

b. The affidavit of Wayne \lcMurphy dated October 29, 2008;

c. The supplementary affidavit of Wayne McMurphy dated October 29, 2008;

d. Ontario Energy Board Application, dated March 16. 2011. and:

e. 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.

July21. 2011
DONALD R. GOOD A PROFESSIONAL
CORPORATION
Barristers and Solicitors
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EB-201 1O087

IN THE MATTER OF the Ontario Energy Board Act, 1998. 8.0.
1998, c. 15 (Schdule B);

AND IN THE MATTER OF an application by Marie Snopko,
Wayne MeMurphy, Lyle Knight and Eldori Knight under section
19 of the Ontario Energy Board Act, 1998, S.O. 1998, for an Order
of the Board determining that the contracts, filed with the
Application, between the Applicants and Union Gas limited /Ram
Petroleurns 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, 8.0. 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 July/d-20 11)

(Re: Union Gas Limited’s Notice of Motion dated June 22, 2011)

INTRODUCTION

1. 1 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, I have identified the source and I believe those facts to be true.

2. The Applicants Marie Snopko and Wayne McMurphy (by way of his father Cohn

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



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

owed to the Applicants.

3. 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 admitted that Marie Snopko had standing with respect to weliheads).

Union took the position that the Board had no jurisdiction in the matter because of the

existence of such agreements.

4. 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).

5. 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.

6. 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 Factum, filed with respect to its Motion for summary

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

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

judgment and agreed that the Board had exclusive jurisdiction.

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

Followin2 submissions from the Board, which stated that the Board may exercise



irisdiccion over uaters :nv;ing eo:tra.t between ;artes. the Court of Arpeal

disnissed the appeal ind mied that he Board nad eXClUSje jurisdiction o determice all

issues and relief sought. A copy of the Court of Appeal’s letter, dated January 22, 2010.

sent to the Ontario 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 arid relief sought by

the Applicants.

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

tactics of Union.

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

purpose.

SWORN before rue
at the Ci ,“

in the Pmvince of Ontario, Zon this,ray of July, 2011 ) V
John Snopko

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

sworn before me, this/,2 ay of July, 2011.

Commissioner forT9Jdg Oaths

R. Scott Gawley, Director of Corporate
ServiceS/ Treasurerl Deputy Clerk, Town
of petrolia, a Commissioner for
taking affidavits in and for the County of
Lambtofl, Province of Ontao.
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‘EurtFileNo. 5021-08

OYT4RIO
SUPERIOR COURT OF JUSTICE

3 ‘T E B N:

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

I. 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 BoardAct, 1998 (the “Act”). Under the Act, the Board
has broad, exciusivejurisdiction to designate an area as a gas storage area, to authorize the
injection of gas into that area, and to order the person so authorized to pay just and equitable
compensation to the owners of the uronerty overlaying the storage area. No civil proceeding
may be commenced to determirWthatlompensation.

3. The plaintiffs arc 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 forjusl
and equitable compensation. In 2004 and 2005, following the settlement of an application



brought by an association of lndoe to the Board (which included o 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 plaintiffs, 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, underthe applicable limitations

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

PART II THE FACTS

6. This Part II 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 plaintifT’ participation in that hearing and
the roadway agreements entered into by certain of the plaintiffs.

D. The Storage ornpensation 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 plaintifTh 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.
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A. 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.’

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.2

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 ofunderground pipelines. Often natural gas storage pools are
depleted, or nearly depleted oil deposits.3

10. The plaintiffs. The plaintiffs are landowners whose land, along with various third
parties, forms part of the Edys Mills 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 Associaticn (the “LCSA”) which is a voluntary association
representing approximately 160 landowners who own property within Union’s storage systent4

11. M. Snopko is the successor in interest of George Graham, W. McMurphy is M. Snopko’s
tenant.5

12. W. McMurphy is the successor to Cohn McMurphy and the brother of Leonard
McMtirphy. Both M. Sriopko and Leonard McMurphy tiled evidence in the “Storage
Compensation Hearing” discussed below.6

Affidavit ofBill Wachsinuth, sworn August 29, 2003 (“Wachsmuth Affidavit”), para. 4, Compendium, Tab 5, p.43
2 Wachsmuth Affidavit, pam. 5, Compendium, Tab 5, p. 43

Wachsmuth Affidavit, pam. 6, Compendium, Tab 5, p. 43
Wachamuth Affidavit, para. 7, Compendium, Tab 5, pp. 43-44
Wachsmuth Affidavit, pam. 8, Compendium, Tab 5, p. 44
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13. The Action. The plaintiffs claim against Union and an unrelated third farty, 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) 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.

(b) unjust enrichment- the plaintiffs claim that Union has been unjustly enriched by
storing gas on and in the plaintiffs’ land.

(c) 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.

(d) 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.

(e) declaratory relief- the plaintifTh seek a declaration that their Gas Storage Leases
were terminated in 2006 and seek compensation from Union on the basis that it is
storing gas without a contract.7

14. Union has defended the plaintiffs’ claim and has denied liability to the plaintiffs on each
basis asserted in the statement of claim. It 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 agreed 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. 927
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ib) 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 9nd 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 tights 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.9 The PNG Leases granted RAM the right 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 Storage 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
andJor utilized the said lands within the first 7 years of this
Lease.”11

Statement of Defence, Compendiwn, 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



17. There is no dispute that Union installed its storage operations within the initial term of
the leases.

18. In the case of M. Snopko, in addition to her Gas Storage Lcase 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)2

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
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

(c) sublease the Edys Mills Pool back to Ram in respect of oil production oily)3

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)4 On this latter point, however, the plaintiffs also agreed, in

12 Wachsrnuth Affidavit, para. 15, Compendium, Tab 5, p. 45;
Amending Agreement, Compendium, Tab 9, pp. 758O

13 Wachsmuth Affidavit, para. 16, Compendium, Tab 5, pp. 4546
Wachsmuth Affidavit, para. IS, Compendium, Tab 5, p. 46



section 6 of the agreement, that RAM would be responsible for payment of all f’uture oil royalties
- 15during the term or its sublease.

21. In total, the landowners in the Edys Mills Pool (including the plaintiffs) were paid the
cumulative sum of over $2 million in consideration for the consent, authorization and releases
given pursuant to the Consent Agreement.’6

C. The Storage Designation Hearing

22. Union ‘s Applications. By application dated March, 1992, Union applied to the Board
pursuant to the predecessor of the Act for a regalation 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 Union’s
integrated natural gas storage and transmission system.’7

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

(a) a Report 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;

(c) 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.’8

Consent AgreemenT, Compendium Tab 10, p. 84
6 Wachsmuth Affidavit, pam. 19, Compendium, Tab 5, p. 46
‘ Wachsmuth Affidavit, para. 20, Compendium, Tab 5, p. 46
8 Wachsmutb Affidavit, para. 21, Compendium, Tab 5, pp. 46-47
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24. On November 30, 1992, the Lieutenant Governor-in-Council issued a regulation
designathig 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”)9

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.20

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.2

27. Between 1993 and 1999, Union paid to the plaintiff compensation pursuant to the terms
of their Gas Storage Leases and, in the case ofM. Snopko, pursuant to the Amending
Agreement, Union also paid to B. Knight and L. Knight compensation pursuant to their Roadway
Agreement.22

D. The Storage Compensation Hearing

28. The LCSA Application. 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 ‘Stcrage Compensation Hearing”). The LCSA was
represented by counsel.23

‘ Wachsmuth Affidavit, para, 22, Compendium, Tab 5, p. 47
20 Wachsmuth Affidavit, para. 23, Compendium, Tab 5, p.47

Wachsmuth Affidavit, para. 24, Compendium, Tab 5, p. 47
Wachsmuth Affidavit, para. 25, Compendium, Tab 5. p. 47

23 Wachsrnuth Affidavit, para. 26, Compendium, Tab 5. p. 48
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29. In October, 2002. the LCSA amended its application. In its Amended Notice of
Appication. the LCSA claimed, an’ong other things, the following relief on bthalfof its
members:

(a) “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

(‘n) for those landowners with surface storage facilities, “just and equitabie” annual
compensation on a per facility basis for weliheads and roadways, including
amounts for:

(i) land rights for each facility; and

(ii) crop loss and disturbance damages for each facility.24

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 McMuxphy formed part of the Application Record.25 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.26

31. Union responded to the Application Record with its owr 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 1995.27

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

25 Wachsmuth Affidavit, para, 28, Compendium, TabS, p. 48
6 See, for example, evidence of Dr. Charles S. Baldwin, Assessment of Disturbance and Crop Loss Impacts fromthe Construction and Operation of Storage Facilities in Lambton County, Motion Record, VoL 3, Tab 2W,pp. 649-678

27 Wachsmutb Affidavfl, pars. 29, Compcndiurn. Tab 5, p. 43
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32. in total, he evidence flid by the parties included the LCSA’s three volume Application

Record, Union’s Pre-fIled Evidence, as vell ‘as answers (and supporting documents) provided in

response to hundreds of inrerrogatories asked by the parties:3

33. Staizding. Prior to the Storage Compensation Hearing, the Board convened a hearing

into 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

claims 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 claims 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.
McMurphyj an offer which is equivalent to the compensation
awarded by the Board to other applicants.”29

34. The LCSA Settlement. Tn 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.30

28 Wachsmuth Affidavit, pam. 30, Comnendium, Tab 5, pp. 48-49
29 Wachsmuth Affidavit, para. 31, Compendium, TabS, p. 49;

Decision and Order, Compendium, Tab 20, pp. 220-222
30 Wachsmuth Affidavit, para. 32, Compendium, Tab 5, p. 49



Lcwson v. Rexcrafl Sorage & Warehou3e Inc. (1998). 164 D.LR.
(4 257 (Out. C.A,) at 269, para. 20
Ford Motor Oo. of Canada Ltd. v. Ontario Mwiiczpai Employees
Retirement Board(1997), 36 OR. (3d) 384 (CA.) at 394-396

50. The summary judgm eni 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 a 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. ofCanada Ltd., supra, at 394-396, 400

5!. The overall legal or persuasive burden is on the defendant (in a defendant’s motion for
summaryjudgment) 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 jtenuine issue for trial”. This has
been described as a requirement that the plaintiffput “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
plaintiffwill 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
judgment 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. Larneinan, 2008 S.C.C. 14, atpara.
11

Hi-Tech Group Inc. v. Sears Canada Inc. (2001), 52 O.R. (3d) 97
(CA.) at 104, para. 30
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45. On April 28, 2005, Union, through counsel, responded to M. Snopko and W. McMurphy.

ln its letter Union advised that it was Union’s position that these claims for crop loss damages
cvere 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 ro response to this letter.43

F. 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

T 44between the LCSA and Lmon.

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 III - ISSUES AND LAW

48. The issue on this motion is whether any of the plaintiffs’ claims give rise to a genuine
issue for trial. It is Union’s position that they do not, and permitting the plaintiffr to proceed
with their action would be a failure ofprocedural 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 JudgmenL 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.

‘ Wachsrrmtb Affidavit, para. 42, Compendium, Tab 5, p. 50
‘ Wacbsmuth Affidavit, para. 43, Compendium, TabS, p.50
‘ Wachsmuth Affidavit, para 44. Compendium, Tab 5, p. 50-51
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39. For their part, M. Snopko and W. McMiirphy did not initially accept Union’s offer. In

July and October of 2004, they wrote to the Board to demand additional compensation, M.

Sriopko sought additional compensation in respect of the roadways on her property while W.

MeMurphy sought additional storage lease payments.37

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.39

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.4° 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.4’

44. in April 2005, M. Snopko and W. MeMurphy again wrote to Union, this time to demand
compensation for crop loss for the period 1996 to 2004 and 1993 to 2004, respectively.42

Wachsmuth Affidavit, para. 37, Compendium. TabS, p.49
‘ Wachsmuth Affidavit, para. 36, Compendium, Tab 5, p. 50;

Supplementary Affidavit of Bill Wachsmutb, paras. 1-2, Compendium. Tab 6, p. 52
Wachsmuth Affidavit, para. 38, Compendium, Tab 5, p. 50

“ Wachsmuth Affidavit, para. 39, Compendium, TabS, p. 50
40 Supplementary Affidavit of Bill Wachsmuth, para. 2, Compendium. Tab 6, p. 52;

Wachsmuth Affidavit, Compendium, TabS, p. 50
‘ Compensation Agreement, Compendium, Tab 27, p. 259

Wachsmuth Affidavit, para. 41, Cnmpendiurn, TabS, p. 50
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35. By Order dated March 2004, the Board approved the parties’ settlement and determined
that it represented just and equitable compensation under the Act (“the Compersation Order”).3’
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;

• 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, 1085 of opportunity,
and crop loss; and

if applicable, an amount for each welihead on land owned by a landowner in the
designated storage area, such amount being for the lease of land for facilities and
in respect of all damages, including disturbance, loss ofopportunity, and crop
1035.

36. Subsequent Correspondence and the Plaintiffs’ Compensation Agreements. Following
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 nonLCSA
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.33

37. As a member of the LCSA with standing, M. Snopko received a payment in respect of the
wellheads on her property.34 As agreed by counsel for the LCSA, she did not receive a payment
for roadways.35

38. In August 2004, B. Knight and L. Knight accepted Union’s settlement offer to pay them
compensation pursuant to the Compensation Order.36

Wachsmuth Affidavit, para. 33, Compendium, Tab 5, p. 49
Compensation Order, Compendium, Tab 21, pp. 223237

“ Wacbsmutb Affidavit, para. 34, Compendium, Tab 5, p. 49
Compensation Order, Compendium, Tab 21, p. 226
Letter dated November 23, 2004, Compendium, Tab 26, pp. 243-258
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Ontario Energy BoardAct, 1998. c. 15, 8th. B. s. 38(3)

56. 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 (J{CJ.)
Ontario Energy Board Act, 1998, c. 15, Sch. 3, s. 19(1)

57. An appeal lies to the Divisional Court from any order of the Board as to compensation
(s. 38(4)).

Ontario Energy Board Act, 1998, s. 3 8(4)

58. Limitation PerioS 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, a person 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

59. 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.O. 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 January 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, s. 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. flitchevet ci. (2003), 66 O.R (3d) 410 (C.A.) at 414,
pam. 8

53. in deciding whether the defendant has succeeded in establishing that there is no genuine

issue for trial, the motions judge must take a hard look at the merits and is entitled, in that
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 (Attorney Geiieral) v. Lam eman, supra, at para. ii

54. Jiirisdidion ofthe 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);

(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:

(i) in respect of the storage tight; 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)).

Ontario EnergyBoardAct, 1998, c. 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)).
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8. Application of PrInciples to the Plaintiffs’ Claims

The Board has Exclusive Jurisdiction aver the Plaintiffs’ Claims

61. Fowever 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 nuisance. Under s. 3 8(3) of the Act, these
claims must be brought to the Board, and cannot be the subject of a civil proceeding.

62. As discussed, 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 plaintifTh 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 argument is witnout merit.

64. The Board’s exclusive jurisdiction exists whether or not the parties have entered into an
agreement regarding compensation. In other words, properly interpreted, section 38(3) precludes
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. Tn Re Wellington, 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. After 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:



“Now, it is true that the issue between the oartie-s may retuire the
consideration and construction of the gas leases and unit operation
agiecitent. But whatever n.ay be the form of the Isue pres.enttd
to me, it scems 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 s. 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 s. 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 aibitration.i’.

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 April2006). They then proceed, based on this determination to
claim damages (presumably for trespass). The problem with this argument is that even under the
plaintiffs’ interpretation of the Act, where no agreement between the parties exists, compensation
shall be determined by the Board. Tn 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. As discussed above, pursuant to the Designation Order, Union obtained the right to inject,
store and remove gas from the Edys Mills Pool. This right 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
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claim that Union was storing gas on their property unlawfiuly. Rather, they would have a
statutory claim to the Board for compensation.

59. Similarly, to make out their claim that Union has been unjustly enjiched 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 Plaintiffs Have Agreements Regarding Compensation

70. Even if the 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 arid petroleum arid 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 plaintifTh being aware of
their claims and, in fact, asserting those claims to Union. For example, in respect of their claim

This may not apply to M. Snopko who purported to retain her pelroleum and natural gas rights. However, thisaspect of her claim is, in any event, precluded by s. 38(3) of the Act and the relevant limitation legislation.



rot lost oil royalties, the plaintiffs admit in the Staterrent of Claim that since 1994 ‘hey “have on
several occasions apprc ached Union to resolve the oil rcduct issue to no avaii.

73. As the plaintiffs’ claims cover the period before and after 2004, the LTA and die Foimer
LTA both apply. Pursuant to the transition rules in the LTA described above, for all claims
discovered prior to 2004 the former 6 year limitation pericd applies, whereas, the u.vo 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 January 1, 2004 (but not
after January 30, 2006) are time barred.

PART [V - ORDER REQUESTED

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

Cra

ALL OF IS RESPECTFULLY SUBMITTED

0. Smith

Of counsel for the defendant, Union Gas Limited
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SCHEDULE B - STATUTES

Onririo Eier,’ Board Act, 1q98, 15, Sch. 3, ss. 1(1), 36.1-38, s. 38(3), s. 38(4)

PART HI
GAS REGULATION

Ordtr of Board reju1re4

19. 1l The Board has in all matters within its jurisdiction authority to hear and determine all questions of law and
of fact. 1998, c. IS, Sched. B, s, 19 (1).

3&1 11 The Boardmayby order,

(a) designate an area as a gas atorage area for the purposes nf this Act; or

(b) amend or revoke a designation made under clause (a). 2001, c. 9, Sched. F, s. 2 (2).
Tranaldon

f) 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, c. 9, Sched. F, s. 2 (2).

P,’ohlbftlou, gas storage hi undesgnated areas

2 No person shall inject gas for storage into a geological formation unless the geological formation is within a
designated gas storage area and unless, in the case of gas storage areas 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, a. 2 (3).

Autherfty to store

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. 1998,
c. 15, Sched, B, a. 38(1).

Right to eompeeaatlon

j 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 storS 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. 1998, c. 15, Sched. B, a. 38(2).

Determination of amount of compensation

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

(4j An appeal within the meaning of section 31 of the ExpropriaHons Act lies from a determination of the Board
under subsection (3) to the Divisonal 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. c. 3, a. 31.



2. Limitations Acz 2002, c. 24, Sch. B, ss. 4-5

F
BASIC LIMiTATION PERIOD

Itsik irnftiIon ptrtad

4, Unless this Act provides otherwise, a proceeding shall not be commenced in respect of a claim after the secondanniversary of the day on which the claim was discovered. 2002, c. 24, Sched. B, s. 4.
Diso’,-ety

jl A claim is discovered on the earlier ot
(a) the day on which the person with the claim first knew,

(i) that the iijuxy, loss or damage had occurred,
(ii) that the injury, loss or damage was caused by or contributed to by an act or omission,

(iii) 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 appropriatemeans to seek to remedy it; and

(b) the day on which a reasonable person with the abilities and in the circumstances of the person with the claimfirst ought to have known of the matters referred to in clause (a). 2002, c. 24, Sched. B, s. 5 (1).
PrawnptIon

() A person with a claim shall be presumed to have known of the matters referred to in clause (1) (a) on the daythe act or omission on which the claim is based took place, unless the contrary is proved. 2002, c. 24, Sched. B,s. 5 (2).

3. Limitations Act, R.S.O. 1990, c. L. 24, s. 45(1)g)

Um1ttIon of time for eenimenclng pirtieular aetons
45. (1) The following actions shall be commenced within and not after the times respectively hereinaftermentioned,

(g) an action for trespass to goods or land, simple contract or debt grounded upon any lending or contract withoutspecialty, debt for arrears of rent, detinue, replevin or upon the case other than for slander,
within six years after the cause of action arose,
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This is Exhibit “B” referred to in the
Affidavit of John Snopko

sworn before me, this1fay of July. 2011.

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 ,PPEAL FOR CNTARJO seo EAL OFF1CERMVOCT PR NCIPALCOLR DAPPEL DE L’ONTARO
130 cUaEN s’REEr dE3T1 30. RJE QUEEN ‘)UE3T
TORO.JTO, OLV.RO
5H 2N5

Friday, January 22’, 2010.
Sent by fax aild ordinary mail

Ontario Energy Board
Legal Services and Board Secretary
Suite 2700, 2300 Yonge Street
Toro:no, Ontario, M4P 1E4

Attention: Ms. Mary Anne Aidred

Dear Ms. Aldred:
Re: Suopko, Marie et al v. Union Gas Ltd. et at
Court of Appeal 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 lo 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 he made available to the parties and they will be
afforded the opportunity to respond in writing.

If you wish to make any submissions to the Court. please do so within by February
I0, 2010.

Yours truly,

g
LOHN H. KTM 4 P
enior Legal Office,
Court of Appeal for ntario

J[-IKfpp

c.c.: Mr. Donald R. Good
c.C.: Ms. Patricia D.S. Jackson
c,c.: Mr. Crawford Smith
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This is Exhibit “C” referred to in the
Affidavit of John Snopko

sworn before me, this/ ‘nay of July, 2011.

ommissioner for Takiióaths

R. Scott Gawley1 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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27th Floor 27e 3tage

Otarorommo. ON ‘d4P E4 Tomro (ON) M4P I E4
Teirchoe: (4)’) 4-10-7735 T1éphone: (4I6440-7735
Fcsmilc: 1,416)440-7656 T&opcir (416) 440-7656

February 10, 2010

Sent by Email and Courier

John.Kromkanip(ontaho.ca

Court of Appeal for Ontario
Osgoode Hall
130 Queen Street West
Toronto,ON M5H2N5

Attention: Mr. John Kromkamp

Dear Mr. Kronikarnp:

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
generaily 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. jj 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.

‘19



Right to compensation

() 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
nght to store gas in the area just and equitable compensation in
iespect of the gas or oil rights or the right to store gas; and
(h) 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

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 a. 38:

‘I. Will appropriate safety requirements for proposed injectionlwithdrawal activities
be ensured?

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

3. Will all relevant codes and standards be followed?

4. Is the proposed maximum operating pressure safe and prudent?

5. What are the potential impacts of injection/withdrawal activities?

6. Are the proposed mitigation programs appropriate?

7. Is the applicant a capable prospective storage operator in terms of technical and
financial capabilities to develop and operate the proposed storage facilities?
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8. Is the applicant appropriately accountable for losses or damages occasioned by
its activities?1

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 16,
1982) (‘Bentpath), the Board considered its jurisdiction to detetmine compensation
under 21(2) of the old Ontario Energy Board Act. Section 21(2) is nearly identical to
section 38 in the current Ontario Energy Board Act, 1998. The only difference between
the wording in the old Act and the current Act is the inclusion of the word lair’ in
subsection 21 (2)(a) and (b) of the old Act:

f 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 oil 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 eat 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-2006-0162fEB-2006-0163/EB-2006-0 I M/EB-20O6-0I65/EB-20O&O166/EB-2006
0167 (February 13, 2007).

ci
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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.2

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 Ltd. 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 Beritpath 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 clam,, 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,

Kirsten Walli
Board Secretaiy

cc: Mr. Donald R. Good — farmlaw@pn.aibn.com V
c.c,: Ms. Patricia D.S. Jackson —tjkson(torys.com
c.c,: Mr. Crawford Smith — csmith(torys.com

2 l3entpath, p. 32.
3 15 OR. 2d 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, thisfjay of July, 2011.

Commissionerlr Taking aths

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.



Court File No. C39977

COURT OF APPEAL FOR ONTARIO

THE HONOURABLE JUSTICE SHARPE WEDNESDAY, THE 7TH
ThE HONOURABLE JUSTICE MACFARLANI)
THE HONOURABLE JUSTICE WKIT JLA. 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
(Repondents)

ORDER

THIS APPEAL, by the Appellants, Marie Snopko, Wayne MeMurphy, 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, Uaion 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 Appellants and Union Gas Limited, and judgment having been
reserved until this day.



1. THIS COURT ORDERS that the appeal be and is hereby dismisseti

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

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

Th
ENTERED ATitNScPfrA Tono4’ro

ON/BOCK MO: Regiirw’ Court qiAppealfor Ontario
LEJ2ANS LE REGISTRE NO:
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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

UNION GAS LTD. and RAM PETROLEUMS LTD.
Defendants

AFFIDAVIT OF WAYNE MCMURPHY

I, WAYNE MCMURPHY ofthe Township of Dawn-Euphemia. in the Province of
Ontario, MAKE OATH AND SAY:

I am one of the plaintiffs in this action and as such I have knowledge of the matters to

which I 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 I of the affidavit of Bill Wachsmuth (Unio&s aftldavifl Bill Wachsmuth

states that he has been employed by Union Gas Limited (iJnioC) since 1990. It is worth

noting that the Lease Agreements in dispute betten the plaintiffs and their predecessors

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

67
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Union.

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

Specifically, this affidavit is organized as follows:

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

plaintiffs and Union’s defences.

B) 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.

C) 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.

D) 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.

F) 2009 Compensation Agreements - This section describes the agreements
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entered into by the plaintiffs, Lyle Knight and Eldon Knight. for

compensation in respect of the period O09 to U 13.

A> The Action

4. The defendant, 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”).

lloever. 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 Unions 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.
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9. Our Statement of Claim seeks damages against the defendants for breach of contact.

negligence. unj ust enrichment and nuisance.

10. Attached to this affidavit and marked as Fxhibit B is a copy of Unions Statement of

Defence denying liability.

11. 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:

i) The Gas Storage Leases are subject to the PNG

Leases. The Gas Storage Leases explicitly state that

certain PNG Leases are adopted and ratified in

every respect.

ii) 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.

iii) Crude oil production and natural gas production was

discontinued for over 300 days. As such, the
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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.

B) Contrary to Unions 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.

C) Contrary to Unions 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.



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

12. In 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 affida it

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

or their predecessors. Among other things the PNG Leases pros ided as follows:

A) The landowners will receive from Ram a royalty of li8th of all

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, transferred

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 plaintiffs entered into a Gas Storage Leases ith Ram. Attached to

this affidavit 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:
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A) Certain PNG Leases are adopted and rati lied in every respect:

B) Ram is to provide the landoners ith a lO?o profit share of all of

Rams earnings from the storage operations. Ho ever. if the Gas

Storage Leases are assigned to a third party the third party is not

bound by the profit share clause: and

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

landowners written permission.

14. Our position is that since the PNG Leases are adopted and ratitied 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 plaintiffs 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.

15. 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 profit 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 Unions gas storage

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



I 6. It is the plaintiffs position that the Consent Agreement to nion is not valid as the

plaintiffs were induced to enter into the agreement by a misrepresentation by Ram that oil

production ould continue and in fact would he enhanced by the gas storage operation.

We have lost millions of dollars in protit share payments as a result of being induced to

enter into the Consent Agreement through a misrepresentation.

17. 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.

18. 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 plaintiffs have lost significant amounts of money in lost oil

royalties.

19. 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, e 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 linds Union is not a true “third party” the defendants will
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o’e the plaintiffs a W°o profit share on all profits made by Union since they first began

their gas storage operation in our lands in the early IQQfls.

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 have standinglo apply to the OEB for just and equitable compensation because of

their existing contacts with UniN

22. This is consistent with Union’s arguments in past OEB hearings where Union has

repeatedly argued landoners ith Lease Agreements ith Union do not have standing

before the OEB to seek just and equitable compensation under section 38 of the Ontario

Eneiv Board Act.
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23. Attached to this affidavit and marked as Exhibit O is an excerpt from a status hearing

\here [nions lavxer. Mr. Sulman. argued landoners \ith private contract hae no

standing before the OEB to seek just and equitable compensation.

24. 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.

25. The plaintitYs 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.

26. The relevant portion of the OEB’s decision on standing at the compensation hearing is

attached to this affidavit and marked as Exhibit F’. As indicated in the OEB’s decision

Unions position at the hearing was that the Gas Storage Leases are agreements that

precluded Cohn McMurphy and Marie Snopko from obtaining an order for compensation

under section 38 of the )ntario Enerv BoarciAct.

27. fhe OEB agreed with Union and found that Cohn McMurphy and Marie Snopko are not

eligible for an order of the OEB determining just and equitable compensation. The OEB

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

10-



pa\ ments. l’hc 0E13 also ga e Marie Snopko standing on the issue ol lane\a\ pa ments

but v jib the ca eat that her compensation might not change.

28. The LCSA application to the OEB forjust and equitable compensation settled before the

hearing began. however, the settlement did not apply to the plaintiffs as we did not have

standing before the OEB on acreage payments.

29. Subsequently. Marie Snopko entered into an individual contract with Union which

provided a storage payment. The contract did not provide a laneway payment. I accepted

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

30. 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.

3 1. 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.



32. 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.

33. The plaintiffs 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”.

34. The Compensation Agreement Eldon and Lyle Knight entered into provides slightly

increased acreage. welihead and roadway payments. The agreement does not cover the

claims being made in our current action.

35. None of the other plaintitYs have entered into similar Compensation Agreements.

36. 1 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 )

Otb008

____________

WAYN i CMURPHY

A commissiorc.

12-
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This is Exhibit to the
Affidavit of WAYNE MCMURPHY

Sworn October 21, 2008
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Court File No.

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

MARIE SNOPKO, WAYNE MCMURPI-IY, 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 YO(J by the Plaintiffs.Uhe claim made against you is set out in the following pages.

IF YOU WISH TO DEFEND fE-ITS PROCEEDING. you or an Ontario lawyer acting fbr youmust prepare a Statement ofDefence in Form 1 8A prescribed by the Rules of Civil Procedure. serveit on the Plaintiffs’ Lawyer or. where the Plaintiffs do not have a lawyer, sere it on the Plaintiff, andfile it. 4ith proof of ser ice, in this court office. WITHIN TWENTY DAYS aIer this Statement ofClaim is sered on you. if you are served in Ontario.

If you are sered in another proince or territory of Cmada nr in the [nited States ofAmerica. the pertnd for ser ing and tilhig our Statement ut Defence is tartv das If you are eredutide ( arada and the I ‘ited Sttte ot \nerica, [he rerod i da
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Instead of serving and tiling a Statement olDefence. you may sere and tile a notice of intent
to defend in Form 18B prescribed by the Rules of Ci\il Procedure. This will entitle you to ten more
das ithin which to sere and tile \our Statement of Defence.

IF YOU FAIL TO DEFEND THIS PROCEEDING, JUDGEMENT MAY BE GIVEN
AGAINST YO1 IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF YOU
\VISH TO DEFEND THIS PROCEEDING BU r ARE UNABLE TO PAY LEGAL FEES, LEGAL
AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL AID OFFICE.

Date: Januaryfr, 2008 Issued

Address of Court Office:
Sarnia Superior Court of Justice
700 N. Christina Street
Sarnia, Ontario
N7V 3C2

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

AND TO:
Ram Petroleums Ltd.
347 Bay Street
Suite 1008
Toronto, Ontario
M5FI 2R7
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CLAIM

The Plaintiffs claim as follows:

a) 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;

b) 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;

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

of $2.500.000.00 or an amount to be proven at trial;

d 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;

C) Damages against the Defendants. severally, for income loss sustained by

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



$500,000.OO.OO or an amount to be proven at trial;

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

amount of $2.OOOOOO.OO or an amount to be proven at trial.

g) 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;

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

Plaintiffs’ land without a contract in the amount of $2,500.000.O() or an

amount to be proven at trial;

I) That Union must stop storing gas in the Plaintiffs’ land immediately;

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

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

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

Jiitice - icr:

Costs of this action on a substantial indemnit basis: and



m) Such further and other relief as this Flonourable Court may deem lust.

2. The Plaintiffs own land in a rural area near the ‘pillage of Edys Mills, in the Province of

Ontario.

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

Chathain, in the Province of Ontario.

4. 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

5. The Defendant, Ram, signed Petroleum and natural gas lease agreements (“I-lead Leases”)

with the Plaintiffs, or in some cases the Plaintiffs’ predecessors (the Plaintiffs and their

predecessors will be collectively referred to as the “Landowners”),

6. fhe Head and “Clone” (a duplicate of the Head Lease signed by George Graham but with

a different registration date) Leases contained the following terms:

Ram has the right to enter into the Landowners’ property tr the purpose
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otproducrng 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 recei’e 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 as entitled to.

S. En the late lQSOs the Landowners entered into Gas Storage .\grecrnents (GSA”1 ith

Ram. The GSA contained the tbllowing terms:



a) fhe IIead Lease and Pooling Agreement are adopted and ratified in every

respect:

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

gas into naturally occurring underground chambers in the Landowners’

property:

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

that results from Ram’s operations;

d) Ram is to provide the Landoners 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 Landowners with 10% of the profit share from the storage

operations while the assignment remains in effect;

0 Ram can only transfer this agreement ith the Landowners’ written

consent;

g) Ram il1 remain responsible to the Landowners for the obligations of the

lessee hile the areernent is in effect:
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h) Ram is to restore the surfhce of the land to its original condition, as far as

may be practicable. once the operation ends: and

1) 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 tbr

storage.

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

Agreement contained the folloing terms:

a) 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:

h) The Landoners agree to take a one time payment. as described in the

agreement. that il1 catis1 and extinguish all future royalties pa able

under the lease for natural gas production and storage: and

Ehe Landoners are still entitled to royalties on future oil production in

the amount set out in the F{ead Lease.
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10. Ram assigned some, hut 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 cIone” (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.

ii. 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.

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

approval.

13. From 1977 to 1993 Ram produced crude oil. However. shortly afler the tirst injection in

1993 oil production became sporadic and then ceased. As such. royalty paments to the

Landoners ceased in 1994.

13. On June 17, IQ’)8 Ram, without ritten consent from the Landowners. assigned their

interest in the oil ub1ease to CanEnerco. On June 7. 2001 CanEnerco’s court appointed
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receiver transtrred their interest in the Oil Sublease to Kinetic Energy [iic. hich has

since become Torque Energy Inc.

15. No oil has been produced since Ram ceased production in 1993.

16. 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 Plaintiffs 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.

17. 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

Plaintiffs’ land to this day.

MISREPRESENTATION BY RAM

18. The Landoners were induced to enter into the Consent Agreement with the Defendant.

Ram. by a misrepresentation. Specifically, the Landoners only entered into the Consent



\reernent and agreed to accept a one time gas royalty pa ment because the Defendant.

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

future

19. The Plaintiffs 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. Specitically, the Head Lease signed by Marie Snopko’s father, and by Wayne

McMurphy’s father, were not assigned to Union, instead Ram assigned a ‘C1one” of the

head Lease to Union,

UNCONSCIONABILITY

2. The Plaintiffs c!aim that the Consent Agreement should set aside based on the doctrine of

unconscionability. Specifically, the Plaintiffs claim as follows:

-‘



a) It as an irnpro’ident agreement. The Plaintiffs gae up millions

of dollars in storage profit share for a relatively small one time

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

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

‘erc in a contractual relationship ith the Plaintiffs 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 hen they advised they ‘ould continue to produce oil



\\hile the Defendant, Union. as engaging in a gas storage

operation. Rain failed to properly consider the implications the

storage operation ould hae on oil production hen 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

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.

25. The assignment by the Defendant. Ram. caused harm to the Plaintiffs. The Landowners

did seek compensation from Ram before consenting to the assignment. Ram’s assignment

\ithout the Landowners’ consent caused the Plaintiffs to lose this opportunity.

.\dditonalIy. CanEnerco did not produce any oil causing the Plaintiffs to continue losing

out on oil roahies. As ell. the Plaintiffs ere forced to allow CanEnerco. a company

ith whom they knew nothing about and had no dealings with, to enter their property and
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to construct an structures they required to produce oil.

THE DEFENDANTS’ OPERATIONS CAUSED INCONVENIENCE AND LOSS OF

FARM INCOME

26. As a result of 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 Landoners i1l 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) Tue Defendant, Rain, as unjustly enriched. Specifically:

I) Ram as enriched by the Landowners entering into the

Consent Agreement,
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ii) Fhe Landoners suffered a corresponding deprivation as a

result of entering into the Consent Agreement as they have

been denied the lO0o profit share oed under the GSA

because they entered into the Consent Agreement: and

iii) The enrichment vas unjust as the legitimate expectations of

the Landowners were not met. The Landoners only

entered into the Consent Agreement because the Defendant,

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,

1) 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

ithdrawal of the injected gas. Also, as the oil in the

Plaintiffs’ land decomposes, it produces gas that Union

ithdra\s ith their injected gas and sells:



ii) The Plaintiffs hae suffered a corresponding depriation as

they are not receiving proper compensation from Unions

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 STOR4GE 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. [he GS has its on termination proisions but explicitly states that those termination

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

On \pril 25. 2006 the Plaintiffs exercised their right under the [lead Lease to terminate
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both the Head Lease and the GSA as no oil had been produced for 300 days. Fhe

Plaintiffs signed letter to [nion. 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 Plaintiffs claim that the GSA lease has been terminated.

33. The Plaintiffs claim that the Defendants’ relationship in the storage operation constituted

a partnership. * \. partnership existed between the two Defendants due to the fact that the

Ikad 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 Plaintiffs are entitled to the

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

date of termination.

INION IS STORING GAS WITHOUT A CONTRACT

34. the Plaintiffs claim that [nion has been storing gas since May 5. 2006 ithout a

contract. As such, the Plaintiffs claim they are oed all profits from lThion’s Edys Mills

Storage Pool operation. Additionally, the Plaintiffs claim that Lnion must stop storing gas

in the Plaintiffs’ land immediately.
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35. fhe Plaintiffs 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

36. The Plaintiffs claim that Union’s gas storage operation unreasonably interferes ith their

enjoyment of their land. Specifically, 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 Plaintiffs’ land;

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

Landowners’ appreciation (visually) of their land; and

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

a) The Defendant, Union. owed the Plaintiffs a duty of care as they

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

b) 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

c) The Defendant, Union, caused harm to the Plaintiffs. Specifically.

Union’s storage operations adversely affected oil production.

Union has not maintained steady pressure leels making the oil

removal from the ground impractical. As a result of Unions

actions the Plaintiffs hae lost a significant amount of money in

lost oil royalties and the alue of the oil in the PIaintiffs land has.

in etYct. been decreased. Since l°94, hen the oil reserves



returned to Union due to cessation of production. the Landoners

hae on several occasions approached Union to resolve the oil

production issue to no avail.

SUMMARY

38. The Plaintiffs claim the Consent Agreement should be rescinded as they vere induced to

enter into this contract by a misrepresentation, and because the contract ‘vas

unconscionable and not properly completed.

39. The Plaintiffs 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.

40. The Plaintiffs claim that, since the GSA is terminated, Union must stop storing gas on the

Plaintiffs’ property.

41. The Plaintiffs claim damages against the Defendant. Ram. in the amount of

S 10.000.000.00 or an amount to he proven at trial. for negligence. breach of contract, loss

of income, unjust enrichment and tbr making misrepresentations that induced the

Plaintiffs to enter into the Consent Agrernent.

fhe Plaintiffs claim damages :iaainst the Defendant. Lnion. in t!ie amount of
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$9,000,000.00 or an amount to be proen at trial, for negligence, nuisance. unjust

enrichment, loss of income and for storing gas in the Plaintiffs’ land ithout permission.

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

44. The Plaintiffs propose that this action be tried in the City of Sarnia.

Dated: Januarv,2, 2008 Donald R. Good and Associates,
Barristers and Solicitors.
43 Roydon Place, Suite 207,
Ottawa, Ontario.
K2E 1A3

Donald R. Good, P.Ag. (LSUC #21253J)
Tel. 613-228-9676
Fax. 613-228-7404
e-mail farmiaw ion.aibn.com

Solicitor for the Plaintiffs
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Court File No. 5021-OS

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

MARIE SNOPKO, WAYNE MeMURPHY,
LYLE KNIGHT and ELDON KNIGHT

Plaintiffs

- and -

UNION GAS LTD. and RAM PETROLEUMS LTD.
Defendants

STATEMENT OF DEFENCE OF
THE DEFENDANT UNION GAS LIMITED

I. 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 eastern

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.



13. The Regulatory Frame Work

5. The Board. lii Ontario, the storage of natural gas is regulated by the Ontario Energy

Board (“the Board”) pursuant to the Ontario Energy Board Art, 1998 (“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);

(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:

(i) 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. 3 8(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 arid to compensate them for any damages suffered as a result of

RAM’s storage operations.
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S. Contrary to the allegations contained in paragraph S 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

(c) sub-lease the Edys Mills Pool back to Ram in respect of oil production oniy.

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 thc

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.
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P. 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, LTnion applied to the Board for orders

authorizing it to inject, store, and remove gas from the Edvs Mills Pool arid 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 Governor-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.
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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 aeements 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.
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75. 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.

U. 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 plaintiiTh 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 jurisliction 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



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

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

not recoverable.

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

indemnity basis

March 18, 2008 Torvs LLP
Suite 3000
79 Wellington St. W.
Box 270, TD Centre
Toronto, Ontario
M5K 1N2 Canada

Patricia D.S. Jackson LSUC#: 1 8466S
Tel: 416.865.7323

Crawford G. Smith LSUC#: 4213 IS
Tel: 416.865.8209

Fax: 416.865.7380

Solicitors for the Defendant,
Union Gas Limited

TO: Don ard R. Good and Associates
Barristers and Solicitors
43 Roydon Place, Suite 207
Ottawa, Ontario K2E 1A3

Donald R. Good, P. Ag. LSUC#: 21253J
Tel: 613.228.9676
Fax: 613.228.7404

Solicitors for the Plaintiffs
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This is Exhibit “C” to the
Affidavit of WAYNE MCMURPHY

Sworn October 27 2008
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Court File No. 5021 08

ONTARIO
SUPERIOR COURT OF JUSTICE

B ETW E EN:

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.

Except as othervise admitted herein, the Plaintiffs deny all of the allegations contained in

the StatLment of Det’nce of Lnion Gas Limited (“[nion”).

Parraph — of ‘nion’s Statement o’ Deiènce fails to mention that the Gas Storage Lcases

iso ruird Ram Ptrc Ic mis I d. Ram” pr ide te and‘: ‘ a I



/‘!2

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

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 he noted that the

Full and Final Release beteen Lnion and the Plaintiff. \Iirie Snopko. onl pros ided

compensation to the P!aintiff until th end of 1993.



/

7. Contrary to the claim in paragraph 17 of Union’s Statement of Defence the Plaintiti

Marie Snopko. received no compensation for roadway payments from 1993 to date.

Payment for future surfhce occupation as included in the Storage Lease Amending

\greement.

8. Contrary to the claim in paragraph 23 of Union’s Statement of Defence the Plaintiffs

claim that they did not accept the terms of the Compensation Order. Although the

Plaintiff, Marie Snopko, initially agreed to the Compensation 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 roadav 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 Plaintiffs

claim that this subsequent contract voided the Compensation Order and thus the

Compensation Order never applied to them.

9. Contrary to claim in paragraph 28 of Union’s Statement of Defence the Plaintiffs claim

they are not statute barred pursuant to the Limitalions Act, .?OQ’ (Ontario) or its

predecessor. As long as the facilities for oil production ere in place the possibilit of oil

production existed. By 2006 the Plaintiffs concluded that no oil was going to be produced

in the near future. As such. on April 25. 006 thc PlainitIs ccrcisc.l their right ha e the

Delenjants sarrendL’r all their interests. The Painiiiis eaus’ 1’ action arcse nn .\rri! 25.

2’r )(, hc: 1l: onJudJ t1at no oil as goln to he rruL:ucd n the nar aurL. ih



Plaintiffs’ Statement of Claim was issued on Januar 29. 2008. vithin to \ears of the

time the cause of action arose.

10. Contrary to the claim in paragraph 29 of Lnions 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 properjurisdiction 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 Plaintiffs, 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. \. (LSIC 25J
Tel: 6l3-28-%(j
Fax: 613-228-7404
e—mail iariila’. a
Solicitor for the Plaintiffs

-4



TO:
Toii’s LLP
Suite 3000
79 Wellington St. W.
Box 270, ID Centre
Toronto, Ontario
M5K 1N2 Canada

Patricia D.S. Jackson (LSUC *184665)
tel: (416) 865-8209

Crawford a Smith (LSUC #4213 iS)
Tel: (416) 8654209

Fax: (416) 865-7380

Solicitors for the Defendant,
Union Gas Ltd.

AND TO:

RAM Petroleums Ltd.
ii66BayStreet
Suite 1304
Toronto, Ontario
M5S 2X8

Mt Robert Opekar

-5-
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This is Exhibit “D” to the
Affidavit of WAYNE MCMURPHY

Sworn October 2, 2008

Commiñer
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AGREEMENT OF LEASE made this ; dy of ‘4’ ‘1J’f? A.D. 19 .
BETWEEN: ‘(ç

F To,c/Y,
“,%‘ T’i Cccvry

‘?r/Z Of5rA’,NCs (‘,V77?/C

- Hereinafter called the ‘LESSOR’of the First Part

- and -

RAM PETROLEUMS LIMITED, a company incorporated under theLaws of the Province of Ontario, having its head officeat the City of Toronto, in the County Qf York,

- Hereinafter called the “LESSEE’of the Second Part

WITNESSETH that in consideration of ONE DOLLAR ($1.00) (thereceipt whereof is hereby acknowledged) and other good and valuableconsideration, hereinafter set out, the Lessor do hereby demise andlease unto the Lessee for the sole and only purpose of carrying onthe operations and of doing all acts in connection therewith thatare specifically mentioned in the habendum following and for whichthe Lessee shall have the exclusive right during the life of thisagreement, the lands owned by the said Lessor ‘In the Township ofDawn, in the County of Lambton, In the Province of Ontario andwhich may be more particularly described as follows:

Sa’- ‘n

TO HAVE AND TO HOLD the said land from the date hereof duringthe term of one (1) year (renewable each year up to but not morethan five (5) years, without negotiating a new lease) and as longthereafter as crude oil and natural gas and related hydro-carbons(all of which are hereinafter called ‘the said substances’) or anyof them are produced from the said land with the exclusive right(subject to a reasonable compensation to be paid to the Lessor ashereinafter provided) to make geological surveys dnd otherwise toprospect and explore and to drill for, recover, remove and/or sellall the said substances. (which said substances the Lessor herebygrant to the Lessee absolutely as and when the s:d substances arerecovered) together with rights-of-way for ingress and egress andfor pipe lines, and with the further right of removing either during,or within one year after the term hereof, all and any imi,rovementsplaced or erected on the said land by the Lessee, includirg theright to [‘Lu1 all casing.



-2—

The Parties agree that any renewal on a yearly basis up tothe five year periods will be subject to the terms herein set Out.The Lessor covenant that, he is the owner of said land and thatthe Deed is in HIS name.

The Lessor and Lessee hereby covenant and agree with eachother as follows:

1. The Lessee shall caytotheLesso?
2on)the execution of thisagreement the sum of F-fV-—tt*RS ($4-9.0) pc.z—a-c-c-e in considerationfor the rights granted herein for the period of one year from thedate hereof.

2. The Lessee shall pay to the Lessor compensation for use of partsof the surface of said land as follows:
(i) Prior to commencement of drilling operationsthe compensation to be paid the said lessor shallbe the value of damage to crops and improvementson said land caused by Lessees’ entry and theconducting of prospecting operations.(ii) On or after commencement of drilling operationsthe compensation shall be the value of damage tocrops and improvements then growing or on the saidland together with payment of ONE hUNDRED DOLLARS($100.00) per acre used for said operations, including the well site, tanks and/or buildings and forrights-of-way for ingress and egress and for pipelines or the like,

3. The Lessee agree to pay the Lessor as royalty and rental one-eighth (1/8th) of all crude oil and/or natural gas produced,saved and marketed from the said land paying on or before the 20thday of next following month the current market price therefor atthe point of measurement in effect on the day it is run to the pipeline or storage tanks. The Lessee will keep books showing correctly the quantity of all crude oil or all natural gas produced, savedand marketed from the said land, which books the Lessor or HIS agentshall 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 thewritten consent of the Lessor. The Lessee will bury pipe linesbelow three foot (3’) depth and will maintain said pipe lines ingood repair and compensate the Lessor for any darage done by leakage or otherwise from the said pipe lines.
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5, The Lessor covenant afid agree to pay all taxes, rates andassessments made or imposed against the said land, providedhowever, that the Lessee shall pay any increase of the said
taxes, rates and assessments made or imposed in respect of anyimprovements which the Lessee may make on the said land and theLessee shall also pay all taxes which may be made or imposed withrespect to wells, pipe lines or other property brought upon ormaintained upon said land by the Lessee.

6. In the event that oil or gas is found and marketed the Lesseemay build and maintain a Battery nsta11ation, for which purposethe Lessor agree to lease not less than one (1) acre and not morethan two (2) acres to the lessee at a rental not exceeding ONEHUNDRED AND FIFTY DOLLARS ($150.00) per annum. The said installation shall be located in corner of lot of the Lessor. The Lesseeagree to maintain the said installation and the land leased therewith in good condition at all times and to correct any unsatisfactory or unsightly condition which may be found thereon by theLessor, who shall be entitled to inspect it at any time.
7. If fences be necessary at well locations to prevent livestockfrom having access thereto, the same will be provided by theLessee, and If the operations of the Lessee necessitate passagethrough an existing fence, gates shall be provided or paid for bythe Lessee.

8. While well or wells are being drilled on the said land, theLessor shall be entitled to have access to the drilling rigs andto examine cores and to be consulted and informed when a well isbrought Into production or is about to be closed.
9. In the event that no crude oil or natural gas shall have beenproduced and sold during the year, this agreement shall be terminated 18 months from the date hereof and the Lessee shall deliver tothe Lessor a written release of all their rights under this agreement.

10. In the event that crude oil or natural gas shall have beenproduced and sold within one year from the date hereof, the duration of this agreement shall be renewed from year to year as longas production and sale of crude oil or natural gas continues. Uponthe production of crude oil or natural gas being iscontinued for aperiod of three hundred (300) days or more, this igreement may beterminated by written notice given by the Lessor or by the Lessee,which shall take effect ten (10) days after notict. On or beforethe date of termination the lessee shall deliver o the Lessor arelease surrendering all of their interest in the said land to theLessor and shall at their own expense register such release in theRegistry Office for the Registry Division in which the said land isSi tua ted.



—4-

11. In the event that this agreement shafl have been renewed as‘‘(aforesaid, the rental of E4-&—4-t*S (+5-9O) e---—are provided 2Ufor in paragraph 1. of this agreement shall not be payable inthe second or any subsequent year.

12. Any sale of storage rights made by the lessor will be madesubject to the Purchaser agreeing to compensate the Lessee for thevalue of their wells and pipe lines.

13. It is hereby dtclared and agreed that the rights of the Lesseeunder this agreement or any renewal thereof may not be sold, trans—ferred, assigned or conveyed to any other person without the writtenconsent of the Lessor.

14. This agreement is made subject to the provisions of any statuteof Canada or Ontario applicable thereto and any regulations madepursuant to such statute.

15. The lessee will not lay any pipelines on the leasehold premiseswithout first consulting with lessor, so that such pipelines willnot interfere with any tile of the Lessor.
16. The Lessee will not commence a well on the leasehold premiseswithout written permission of the Lessor, which will not be unreasonably withheld.

ZN WITNESS WHEREOF the parties hereto have executed thisagreement on the date first written AND affixed their seals.SIGNED, SEALED AND DELIVERED ‘I
tn the presence of:

•_çj

RAM PETROLEUMS LItIITED

Per :

E5I0ENT -

Per

SECR[TARy



/
SCHEDULE “A TO A LEASE AGREEMENT DATED VEi 3 /‘?LHETWEEN RAM PETROLEtJMS LIMITEDAND AGNES KNIGHT

ALL AND SINGULAR that certain parcel or tract ofland and premises situate, lying and being in theTownship of Dawn in the County of Lanbton beingcomposed of part of Lot Number Thirty—two (32)in the Eighth (8th) Concession of the said Townshipwhich said part may be more particularlydescribed as follows:

COMMENCING at the southwesterly angle of said LotNumber Thirty—two (32);

THENCE northerly along the westerly limit a distanceof Seven Hundred and Ninety-two feet (792’) moreor less to a point, which point is on the dividingline between the South Forty (40) acres of the Westone-half and the North Forty (40) acres of the SouthEighty (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 adistance of Two Hundred and Seventy-two feet (272’);THENCE easterly parallel to the south limit ofsaid Lot number Thirty-two (32) a distance of TwoHundred and Forty—six feet (246’);

THENCE southerly parallel to the west limit of thesaid Lot a distance of Two Hundred and Seventy Two
Feet (272’);

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

SAVING AND EXCEPTING thereout and therefrom that partof the said lands expropriated for road wideningpurposes by part Seventeen (17) on reference Plan25R-461 and by part Six (6) on reference Plannumber 25R-513.
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AFFIDAVIT OF St,’HS PN WiTNESS
1, E i r:L7 T ‘

of the c # p “ 4

in the o e F

make oath and say
I am a subsvribing witnesS to the attached Instrument and I was present and saw it executedat ro-&s,r F by

I verily believe that each pereon whose ignatrre I witnessed is the party of the same name referred
to m the instrumcnt

SWORN I,efesre rise at the ‘‘“ 01’

.4-t /1
I;’iIn the T e F’

-,,ii’-:4’ ‘-‘S
this dsv of /)Cf d&E’

Ld 24E)L.
;s’ qNItIP

* itES5C S POEV *5 i*’5Me In ‘Id £555’ “s,“5” ‘

S !‘S’ty S’C” hi, .nn5h,g hIs ‘sort or s’s Ieea(g’s n,s,, sad

£55, ,nstnss’sr’sg is.d ben. ,.d is isles wad is, arpeo.d issUy in
s’ ‘sVEsn*ss r,ensird a. -

baseS ‘-ins,”, of ,rrorne,j, a, •florne foe 45*50w 01 £au’V’: sei*1 to, on ,Sas5’ ,‘sh,i,issia ‘I oct.15 he),,,, :55., Eke p,nom whose

n(pweo.t I annotatE was .ahor,,rE to torture Etc mss,.smeni as a,eonwy fur (name).

AFFIDAVIT AS TO ACE AND MARITAL STATUS

of the “°

— I •c;.in the C i’., I,’ N r y o . /3(1

ni,ike roth and sass- 7flA r When ‘

executed the attached instrument,

‘s’s.- 4 3 at least eighteen years old.

/ / widos

“se my wile / hsassd
werprRrTatr4t’.eher

L’ ,ae-s reC LQ1dO ‘+3 “““

(SEVERALLY) S%’OH before me :st the
t’ Diwsi Co’,vrr F

-

,n the ,f3,1’c hi

1”—thu ,3 day of /Va-i,’s113,c 19 7g.-

.q1h IIJ/
b,sde ty

I -Jø ‘-‘S,-.n
Ot’&-.-J( -.* Ca I a’ 1 I. h
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R[EME;T O LEASE ‘nadc this 33 day of ; A.D. 19 )t
A”ç K.vWET/-1 AfViG?7 ,4/vt) “$f?’rcAr ,5’M44o.’K

— Hereinafter caNed the “LSSOR
of the First Part

- and -

RAM PETRO US LIMITED, a corpany incorporated under the
Laws of the Provi,ce of Ontario, having it’s head office
at the City of Toronto, in the County of York,

- Hereinafter caNed the “LESSEE
of the Second Part

WITNESSETH that in consideration of ONE DOLLAR ($1.00) (ne
receipt whereof is hereby acknowledged> and other good and valuable
ccnsideration, hereinafter set out, the Lessor do hereby demise and
lease unto the Lessee or the sole and only purpose of carrying on
the operations and of doing all acts in connection therewith that
are specifically rentioned in the habendurn 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
‘cirIfl, ;n the County of Lambton, in the Province of Ontario ar-i
which may be nore particulerly 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 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 compensaticn to be paid to the Lessor as
hereinafter provided> to make geoloçical surveys and otherwise o
prospect and explore ard to drill for, recover, remove and/or sell
all the said substances, (which said substances the Lessor hereby
grant to the Lessee absolJtel3 as and when the said substances are
recovered) together with rights-of-way for Ingress and egress and
for pipe lines, and with thr further right of renoving either durinq,
or within one year after the term hereof, all and any improvencnts
placed or erected on th’ said land by the Lessee, including the
night to pull all casinq
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The rarties agrer that any renewal on a yearly basis up to
the five year periods will be subject to tne terms heein set out.

The Lessor cQvenant that he is the owner of said land and that
the Deed is in HIS name.

The Lessor and Lessee hereby covenant nd agree with each
other as follows: i’-.

Iv4 ‘

1. The Lessee shall pay to the Lessor on the execution of this
agreement the sum of E DOLLARS ( . ) per acre in consideration
for the rights grented herein for the period of one year from the
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 shall
be tho value of damage to crops and improvements
on said land caused by Lessees’ entry and the
conducting of prospecting operations.
(Ii) On or after commencement of drillIng operations
the compensation shall be the value of damage to lt
crops and improvements then growing or on the said

—o “,t1Yland together with a a,rnent of ONE HUNDRED fti.LtR-S
(.0O) 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
eIghth (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 cii or all natural gas produced, saved
and marketed from the said land, which books the Lessor or HIS agent
shall have1 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
below three foot (3’) depth and will maintain said pipe lines in
good repair and co’’pensate the Lessor for any damage done by leak
age or otherwise from the said pipe lines.
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S. Th 1.essor covenant atd agrec to pay all taxes, rates and
assessments made or im’osed against the said land, provic4ed
however, that the Lessee shall pay any increase of the said
takes, rates and assessriwnts made or imposed in respect of any
improvements which the Lessee may make or the said land and the
Lessee shcll 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 Lessee
may build and maintain a Battery installation, for which purpose ,i*
the Lessor agree to lease not less than one (I) acre and not mnret
than two (2) .Fces to the Les$e)t a rental not exceeding fl’Jr
HUNDRED AND titY DOLLARS ($t±I.OO) per annum. The said install
ation shall be located in corner of lot of the Lessor. The iessee
agree to maintain the said installation and the land leased there
with in good condition at all times and to correct any unsatis

J 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 necessary at well locations to prevent livectock
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 being drilled on the said land, the
Lessor shall be entitled to have access to the drillinq 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 deliver to
the Lessor a written release of all their 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
as production and sale of crude oil 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 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 lard is
situated.
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pH. in the event that this agrecrent shall have been rneed as 1,

aforesaid, the rental of fE DO1ARS (--.Q) per acre providcd

for In paragraph 1. of this agreement shaH not be paycle 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. Jt is hereby declared and agreed that the rights of the Lessee

under this aareetcnt or any renewal thereof may not be sold, trans
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
pursuant to such statute.

15. The Lessee will not ly any pipelines on the leasehold premises
without first consulting with Lessor, so that such pipe1ine wi1l
not interfere with any tile of the Lessor.

16. The Lessee will not commence a well on the leasehold premises
(3 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 DELIVCRED ) .

I n the presence of: -I,’

( 1AL4

RAM PETROLEUKS LIMITED

Per:

Per:
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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 particularlydescribed as follows:

COMMENCING at a point in the limit between the North 1/5th and theSoutherly 4/Sths of the West half of the said lot at a pointdistant fifty feet (50’) East from the Westerly limit of the saidlot which said point is the point of commencement; THENCEcontinuing East and along the said limit to the limit betweenthe East half and the West half of the said lot; THENCE Southerlyalong the last mentioned limit to the limit between the Northerly3/5ths and the Southerly 2/Sths of the said lot; THENCE Westerlyalong the last mentioned limit to a point distant two hundred andninety—six feet (296’) measured Easterly along the said limitfrom the Westerly limit of the said lot; THENCE North and parallelto the Westerly limit of the said lot a distance of two hundred( and seventy-two feet (272’) to a point; THENCE Westerly andparallel to the Southerly limit of the said lot to a point distantfifty feet (50’) measured Easterly from the Westerly limit of thesaid lot; THENCE Northerly and parallel to the Westerly limit tothe point of beginning.
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(SEVEPAT.LY) SWORN befnre nie .it the
.a,”T) Caf

C 0
hi the ñfcFJ
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In the
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RAM PfTRO.EUS LIMITED, a company incorDorated 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

IJITNESSETH that in consideration of. ONE DOLLAR ($1.00) (the
receipt whereof is hereby acknowledged) and oth” good and valuabe
consideration, hereinafter set out, the Les;or do “erehy dcmse and

(j’ lease unto the Lessee for the sole and only purpose of carrying u
the operations and of doing all acts in connection therewith that
are specifically mentioned in the habendum fc1lowin and for which
the Lessee shall have the exclusive right during the i1C of this
agreement, the lands owned by the said Lessor in the Township of
Dawn, in the County of Lanbton, in the Province of Ontario nd
which may he more particularly described as follow;:

Part of Lot Thirty-three (33), Concession Eight (B) more particularlydescribed in Schedule “A attached.

TO HAVE AND TO HOLD the said land from the date hereof during
the term of one (1) year (renewable ach year up to but not more
than five (5) years, without negotiating a new lease) and a; lonJ
thereafter as crude oil and natural gas and related hydro—cerhons
(all of which are hereinafter called ‘the said substances”) or any
of them are produced from the said land with the exclusive right

placed or erected on the said ldnd by the Lessee, including the
right to pull all casing.

I . /

E[MiT Or LEASE grade this day of ‘(5f A.. 197

BC TW E Ii: J• ‘ ( “14 Y O’9 roN ‘L o ,q y ,‘

— Hereinafter cal1e the ‘LESSO
of the First Part

(subject to a reasonable

hereinafter provided) to

prospect and explore and

all the said substances,

grant to the Lessee absol

recovered) together with

for pipe lines, and with

or within one year after

compensation to be paid to the Lesser as
make gcologiccl surveys and otherwise to

to drll for, recover, remove and/or sell
(which said substances the Lessor hereby
utely as and when the said substances are
rights-of-wcy for ingress and eqre;s and
the further right of removing either during.
the term hereof, all and any improvements
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The Parties g”e that ry rcncwal on a yearly basis up to
the five year perwts iill be suLject to tne ter1s hec.n 52t cut.

The Lessor covenant that he s 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:

1. ‘The Lessee shall pay to the Lessor on the execution of this

_____

pagreement the sum of E± DOLLARS ($.OG) per acre in consideration
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 use of ports
of the surface of said land as follows:

(i) Prior to commencement of drilling operations
the conwensation 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
coriductinç1 of prospecting operations.
(ii) On or after commencement of drillino operatiors mithe compensation shall be the value of damage to
crops and improvements then growing or onthe,?a1J .1
1 id toether with a payment of ONE IUNDftE—DOLL4RS/ Yt •

($loO-,G0) 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-eIghth (1/8th) of all crude oil arid/or natural gas produced,
saved and marketed from the said land paying on or before the 20thday of next following month the current market price therefor atthe point of measurement in effect on the day it is run to the pipeline or storage tanks. The Lessee will keep books showing correctly the quantity of all crude oil or all natural gas produced, s?lved

and marketed from the said land, which books the Lessor or HIS agentshall have the right to inspect at all reasorable times.
4. The Lessee agree not to drill a well within TWO HUNDRED FEET
(200’) of any residence or barn now on said lad without the
written consent of the Lessor. The Lessee will bury pipe lines
below three foot (3’> depth and will maintain said pipe lines rigood repair and compensate the Lessor for any dam3ge done by leak
ag or otherwise from the said pipe lines.



5. The Lessor covenant aid agrte to Day all taxes, rates and
assessments trade or imposed against the said lane, provided
however, that the Lessee shH pay any increase of the said
taxes, rates and assessments made or irrocsed in respect of any
improvements which the Lessee may make on the said land and the
Lessee shaH also pay all taxes which nay 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 ““
may build and maintain a Battery installation, for which purpose
the Lessor agree to lease not less than one (1) acre and rt rnoreu
than two (2) acres to the I ssee a1 a rental not exceeding 6frE
HUNDRED AND DOLLARS 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 coedition which may be found thereon by the
Lessor, who shall 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 will be provided by the
Lessee1 and if the operations of the Lessee necessitate passage
through an existing fence, gates shall be provided or paid for by
the Lessee.

8. !hile 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 deliver to
the Lessor a written release of all their rights under this agree-
men t.

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
as production and sale of crude oil 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 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
situated.
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11. In the event that this asr nent sh.3R have been renewed as
(7.)

aforesaid, the rental of F4V4 DOtL?RS (--u) per acre prov;ded Nç

for in paraçraph 1. of this agreement shaH 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

ferred. assigned or conveyed to any other person :ithout 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.

is. The Lessee will not lay any pipelines on the leasehold premises

without first consulting with Lessc,r, s. that stch 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

ably withheld.

IN WITNESS WHEREOF the parties hereto have executed this

agreement on the date first written AND affixed their seals.

SIGNED, SEALED ND DELIVERED )
in the presence of: ) u
2 4

RAM PETROLEUMS LIMITED

Per.____________

Per:

‘
‘

?



SCHEUULE AR ATTACHED TO AND FORMING PAJT OF AN AGREEMENTDATED AUGUST 28, 1976

FIRSTLY: That Part of Lot 81, Plan 12 which forms part of asubdivision of Lot 33, Concession 8 more particularly describedas follows:
COM1IENCING at the Southeast angle of the said lot; THENCE Westalong the Southerly uindt of the said lot to a point distantfifty feet (50’) Easterly from the Southwest angle of the saidlot;0ThENCE North one degree thirty-two minutes ten seconds East(N 1 32’ 10 E) and parallel to the Westerly limit of Lot 81to the Northerly limit of the said lot; THENCE Easterly alongthe Northerly limit of the said lot to the Northeast corner,ThENCE Southerly along the Easterly lot limit to the point ofbeginning.

SECONDLY: All of Lots 82, 83, 84, 85, 86, 87, 88, 89, 90, 91and 92, Plan $2 which forms part of a subdivision of Lot 33,Concession 8.
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This is Exhibit G” to the
Affidavit of WAYNE MCMURPHY
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!l(,,1iLLMNT 01 L[ASE made this ‘y d?y of 5ifi1f’ A,O. l9i
[1W[1N: (C Lf N A UJ’Pff A4i (tL

/ (1 iJ//t5 (1i(’”

,,7 1’7 ifLC/) I) I’( “ f1,’i ‘

Hereinafter caRed the LESSORH
of the First Part

- and -

FMI PETROl EUMS_LIMITED, a company Incorporated under thelaws of thProviniof Ontario, having it’s head officeat the City of Toronto, in the County of York,

Hereinafter cafled the MlESSEEof the Second Part

WITNESSETH that In consideration of ONE DOLlAR ($1.00) (thereceipt whereof Is hereby acknowledged) and other good and valuableconsideration, hereinafter set out, the lessor do hereby demise andlease unto the Lessee for the sole and only purpose of carrying onthe operations and of doing all acts in connection therewith thatare specifically mentioned in the habendum following and for whichthe lessee shall have the exclusive right during the life of thisaçreemeait, the lands owned by the said lessor in the Township ofDawn, in the County of Lambton, in the Province of Ontario andwhich may be more particularly described as follows:‘ZN c ‘ id’ ‘I/7,4’-cNf tu)A (C/?O1 t T( )-‘LJ/f 2 r A 7,7’ 1$A I’) 7( i - S HiP jy , qp. p • f Ti , ‘ ‘f1’ N I ‘t. €j / /t i ‘ “A’ A ,‘, 1, ( N “p’ pj (AC’ . i.-’
,.-

r’, r F’i’I r r’ii’i/
/i//, )/1’4’C’i57/Id Lt>r £t,’,l1/’ / 7f(,xT’7/(jI’) ((AtE

—/Af’VL (‘I’ 111’ Pt iS

10 HAV[ AND TO KOL the said land from the date hereor duringthe term of one (1) year (renewable each year up to but not morethan five (5) years, without negotiating a new lease) and as longthereafter as crude oil and natural gas and relatcd hydro-carbons(all of which are hereinafter called “the said sut,stances”) or any
of them are produced from the said land with the cxclusive right
(subject to a reasonable
hereinafter provided) to
prospect and explore and
all the said substances,
grant to the lessee absol
recovered) toqether with
for pipe lincs, and withi
or within one year after
placed or erected on the
rlqht to pull all casing.

coipensation to be paid to the lessor asmake geological surveys and otherwise toto drill for, recover, rcmove and/or sell(which said substances the Lessor herebyutely as and when the said substances arercjhts-of-way for Ingress and egress andthe further right of remc’ving either during,the term hereof, all and any improvementssaid land by the lessee, includinq the

1
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The rarties agree that any renewal on a yearly basis up tothe five year periods will be subject to the terms herein set out.The Lessor covenant that he is the owner of said land and thatthe Deed Is in HIS name.

The Lessor and Lessee hereby covenant and agree with eachother as follows:

M
1. The Lessee shall pay to the 1es%r on the execution of thisagreement the sum of 7IA4

per acre in constderation
for the rights granted herein fpr the period of one year from thedate hereof.

2. The Lessee shafl pay to the I.essor compensation for use of parts
of the surface of said land as follows:

(I) Prior to commencement of drilling operationsthe compensation to be paid the said lessor shallbe the value of damage to crops and improvementson said land caused by lessees’ entry and theconducting of prospecting operations.(ii) On or after commencement of drifling operationsthe compensation shall be the value of damage tocrops and improvements then growing or on the saidland together with a payment of jt1) pgLtA5 c’(&tt per acre used for said operations, Inc luding the well site, tanks and/or buildings and forrights-of-way for Ingress and egress and for pipelines or the like.
3. The Lessee agree to pay the Lessor as royalty and rental one-
eighth (1/8th) of all crude all 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 oil 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 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
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.
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S. lhc Lessor covenant *td agree to pay all taxeS, rates and
ass’nwflt made or imposed against the said [and, providtd
however that the lessee shafl 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 mode or Imposed withrespect to wells, pipe lines or other property brought upon ormaintained upon said land by the Lessee.
6. In the event that oil or gas Is found and marketed the Lesseemay build and maintain a Battery 4nstallatiofl, for which purposethe Lessor agree to lease not ‘less than one (1) acre and not more

Al
than two (2) acres to the Lessee at a rental not exceedingT/LL //1th’10 L );rA(tper annum. The said Installation shall be located In corner of lot of the Lessor. The Lesseeagree to maintain the said installation and the land leased there-with in good condition at all times and to correct any unsatisfactory or unsightly condition which may be found thereon by theLessor, who shall be entitled to inspect it at any time.
7. If fences be necessary at well locations to prevent livestockfrom having access thereto, the same will be provided by theLessee, and if the operations of the Lessee necessitate passagethrough an existing fence, gates shall be provided or paid for bythe Lessee.

8. While well or wells are being drilled on the said land, thelessor shall be entitled to have access to the drilling rigs andto examine cores and to be consulted and informed when a well isbrought into production or is about to be closed.
9. In the event that no crude oil or natural gas shall hove beenproduced and sold during the year, this agreement shall be terminated 18 months from the date hereof and the lessee shall deliver tothe Lessor a written release of all their rights under this agreement.

10. In the event that crude oil or natural gas shall have beenproduced and sold within one year from the date hereof, the duration of this agreement shall be renewed from year to year as ‘longas production and sale of crude oil or natural gas continues. Uponthe production of crude oil or natural gas being discontinued for a
period of three hundred (300) days or more, this agreement may beterminated by written notice given by the Lessor or by the lessee,which shall take effect ten (10) days after notice. On or beforethe 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
situated.



11. In the event that this agreement shafl have been renewed as
aforesaid, the rental of 7 per acre provided
for in paragraph 1. of this agreement shafl not be payable in
the second or any subsequent year.

12. Any sale of storage rights made by the Lessor wifl be made
subject to the Purchaser agreeing to compensate the Lessee for the
value of their wells and pipe lines.

13. It is hereby dtclared and agreed that the rights of the Lesseeunder this agreement or any renewal thereof may not be sold, transferred, assigned or conveyed to any other person without the writtenconsent of the Lessor.

14. ThIs agreement is made subject to the provisions of any statuteof Canada or Ontario applicable thereto and any regulations madepursuant to such statute.

15. The Lessee will not lay any pipelines on the leasehold premiseswithout first consulting with Lessor, so that such pipelines willnot Interfere with any tile of the Lessor.
16. The Lessee wifl not commence a well on the leasehold premiseswithout written permission of the Lessor, which will not be unreasonably withheld.

EN WITNESS WHEREOF the parties hereto have executed thisagreement on the date first written AND affixed their seals.SIGNED. SEALED AND DELIVERED
in the presence of: ,f’ /71L)j-

1Jz
RAN PETROLEtINS IIIIITEn

Per:___________

Per

_
_
_

fI
/ ; U

I,

‘4’
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AFFIDAVIT OF SUBSCRIBING WITNESS

I. H IL/I /1,411

of the I f
. / , 1, /

( , / /;/A 1 (

make oath and say:
LI S/A /(/fi

I am a subscribing itsiesa to the attached intnimeat and I was present and saw it Ltecuted

at 1 // fl Li ,I sft I I’ pA(L /‘ by C (A i/’ A A //4’/

C/i L A // //i(/’7 ‘

050,

I verily believe that each person whose signature T witnessed is the party of the same name referred
to in the instrument.

SWORN before me at the City of London
. 7’

in the County of Middlesex i

this 30th day of September l31

A CO lONER FOR TARINO AFEIDAVITS, ETC.

a I, .ooobl •o ,aod the OW,,0,.,.*.. taft,,’, 0 ty .ffn. Sy otakb,g M, ,nath or ho lOeeSgn 4,rn, Old “.f, Oft,aol hoe,, ,d to hm, aol ft. appeaned boil, Ia a,od,,,ga,,d or’. Wit,’,, ,oeaot.d ot.4.,, poor Cf a,0,OFE 0art “1,000,001 aVtor,J oloororny bar I 00ooo of p’i)’)”; aol for 000 ,‘i,,... ,oftnlna,’ -, rerll Stile,. that it,’ p,’r.o,, the,. dp,anOe Iw4ine,nd was astho,ft,l IC nr00411 oh. inn,wrna,, a, at:.,,., I,, (ant)’,

IfARCSI,
AFFIDAVIT AS TO AGE AND SPOUSAL STATUS

e tiN

ofthe1L’ALS7f//- crrAi’N

intheCClt?sl5’ IFi’A’

‘TI attoram make oath and say: When I executed the attached snstrument,000000000

I/ (, ,‘ 5 at least eighteen years old,

Within the meaning of section 1(f) of The Family Law Reform Act, 1978.—

I. I was a spouse.

c) scAA1/f?//I wasmyspouse.

d) O / t’i/ A/c A4 A )// (1’A £ I i i ‘ /. t (Il A
U.MrnonleI

2. This document does not contravene the Planning Act because the present registered owner does not
retain the fee or the equity of redemption in, or a power or right to grant, assign or eaercise a power
of appointment with respect to any land abutting the land affected by the attached instnjmeot.

R,,t&nl of
Ca,tad Ott.

(SEVERALLY) SWORN before me at the 1 / y /
LI i / /) f 7, Z7

[f-il

((ci’, r (1’ L”t/’”’/.

this c day of C /‘J L/ rn 19 j
usca

a tc

‘Wy,, Wti*.*t tint, When I t-,nt ed ‘5, teched info,,, a, crane, Rn tnao,t. ½,IaA, *-as,mne end If epyittaile twe’. On n’ntot,) Ifti, thn ,,nent, 4,’ Set’ en It’) The TestIfy Len’ Tef,.. 4 • tinEe,en.,ed the pawer of ontnswy, tIE,, had attained th, aft af en, owl,)
“fI-i,rrr opoa Eta, oat let, in Ow r,..,,’ni, ,e, Sortlorn 42)3) ci TSr Family L.a. R,crn. Art. 19Sf it,, nampiet, a,porn,, offhlent,I
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This is Exhibit ‘ill” to the
Affidavit of WAYNE MCMURPFIY

Sworn October 2008

Comner

Therma Muria Rtz, Commissorer, etc.,
ounty of L.ambton, for the GoverNnarlj of Qr
Ministiy of the Attorney General.
XP’ PAay 6, 2fl’
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4IA6EEMENT OF .EAS[ made this day of -i.-”-r A.D. ig71tTEEN:

‘j’ Ti1t Ti’L’i% S I/if” £‘i/f’ f1 C ‘v r
)? ?/‘ iS,”FiIY , ,-,

— Hereinafter caNed the ‘LESSOR’of the First Part

- and -

RAM PETROL EUMS 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,

— Hereirafter called the “LESSEE”of the Second Part

WITNESSETH that In consideration of ONE DOLLAR ($1.00) (thereceipt whereof is hereby acknowledged) and other good and valuableconsideration, 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 thatare specifically mentioned in the habendum following and for whichthe Lessee shall have the exclusive right during the life of thisagreement, the lands owned by the said Lessor in the Township ofDawn, in the County of Lambton, in the Province of Ontario andwhich may be more particularly described as follows:

c0T 3, c5’”iv

F OC’ l1(’.’I.

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 morethan five (5) years, without negotiating a new lease) and as longthereafter as crude oil and natural gas and related hydro—carbons(all of which are hereinafter called “the said substances”) or anyof 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 gco1icl strveys and oth”rwicp 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
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 theright to pull all casing.



I ; -\

I (

-2-
The Parties agree that any renewal on a yearly tsis p 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 nane.

The Lessor and Lessee hereby covenant and agree with each
other as follows:

1. The Lessee shall pay to the Lessor on the execution of this ‘j’ ‘‘

0’
agreement the sum of DOLLfRS (S ) per acre in conslderation
for thc? rfght granttd heroin for the period of one year from theLL(
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 operationsthe compensation to be paid the said Lessor shaflbe the value of damage to crops and Improvementson said land caused by lessees’ entry and theconducting of prospecting operations.(ii) On or after commencement of drilling operationsthe compensation shall be the value of damage tocrops and Improvements then growing or on h,sid,4.land together with a payment of ONE HUNDRED’OOlLARS

i—F C, l t
($l.0O) per acre used for said operations. Includ
ing the well site, tanks and/or buildings and forrights-of-.way for ingress and egress and for pipeHnes or the like.

The Lessee agree to pay the Lessor as royalty and rental one
hth (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 oil 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 at all reasonable times.4. The Lcssee gree net i drill a iill 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
age or otherwise from the said pipe lines.



-3—
. The Lessor coverrrt and igree tc pay all taxes, rates and
astesseents made nr imposed dainst the said ldnd, pruvided
however, that the Lessee shell 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 Lessee

may build and maintain a Battery inctallatic’n, for which purpose
the Lessor agree to lease not less than one (1) acre and nomore

&:.)4

than two (2)7.s to the Iee,at a rental not exceeding O*€
HUNDRED AND PI DOLLARS ($.iC.00) per annum. The said install-
ation shall be located In corner of lot of the Lessor. The lessee J3
agree to maintain the said installation and the land leased there
with in good condition at all times and to correct any unsatfs

or unsightly condition which may be found thereon by the
.ssor, who shall 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 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 consulted and informed when a well is
,,ught Into production or is about to be closed.

r
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 deliver to
the Lessor a written release of all their 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 ?f this agreement shall be renewed from year to year as long
as production arid salt f crude oil or nattral 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 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

1tuated.
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This is Exhibit “I” to the
Affidavit of WAYNE MCMURPHY

Sworn October Z’, 2008

Commis ner

-herma Muria Ra?z, Commiss,one, etc.
county of Lainbton, for the Govemnt of Or’4r
Miniatty of the Attorney General.
‘xpirns R40V 6, 2Ofl



AGREEMENT or LEASE made this ““ dy of jçY A.D. ig7c,13[TWEEN:
(‘OC: JOllA! I1tpi f 7/f 7’VS1i/

0P TH cL’r OF A,i6flN
/i’,f’’I ci&S,”ic’nq&,S, ?!t— Hereinafter called the LESSOR”of the First Part

- and -

RAM PETROLEOMS LIMITED, a company incorporated under theLaws of the Prov7nce of Ontario, having its head officeat the City of Toronto, in the County of York,

- Hereinafter called the “LESSEE”of th Second Part

WITNESSETH that in consideration of ONE DOLLAR ($1.00) (thereceipt whereof is hereby acknowledged) and other good and valuableconsideration, hereinafter set out, the lessor do hereby demise andlease unto the Lessee for the sole and only purpose of carrying onthe operations and of doing all acts in connection therewith tnatare specifically mentioned in the habendum following and for whichthe Lessee shall have the exclusive right during the ‘life of thisagreement, the lands owned by the said Lessor in the Township ofDawn, in the County of Lambton, in the Province of Ontario andwhich may be more particularly described as follows:ii&7 ‘r
(3), Cc’’-’ ,,,, (A•1 (‘‘... /,-/ ‘L’ I’) (‘ L Y /) C

- L’ ,i c. 1ç cic j) (/4, ( ) 7 /7 C 6I Cr .

0
TO HAVE AND TO HOLD the said land from the date hereof duringthe term of one (1) year (renewable each year up to but not morethan five (5) years, without negotiating a new lease) and as longthereafter as crude oil and natural gas and related hydro-carbons(all of which are hereinafter called “the said substances”) or anyof them are produced from the 5aid land with the exclusive right(subject to a reasonable compensation to be paid to the Lessor ashereinafter provided) to make geological surveys and otherwise toprospect and explore and to drill for, recover, remove and/or sellall the said substances, (which said substances tie Lessor herebygrant to the Lessee absolutely as and ‘ihen the said substances arerecovered) together with rights-of-way for ingress and egress andfor pipe lines, and with the further right of rerving eithcr dur’nç,or within one year after the term hereof, all and any improven’entsplaced or erected on the said land by the Lessee, including tferight to pull all casing.



The Parties grce that any renewal on a yearly basis u tothe five year periods will be subject to tie terms herein set out.
The Lessor covenant that he is the owner of said land and thatthe Deed is in HIS nane.

The Lessor and Lessee hereby covenant and agree with eachother as follows:

.f
1. The Lessee shall pay to the Lessor on the execution of this7.;agreement the sum of f-f-E DOLLARS ($5e) per acre in considerationfor the rights granted herein for the period of one year from the 03date hereof.

2. The Lessee shall pay to the Lessor compensation for use of partsof the surface of said land as follows:
(I) Prior to commencement of drilling operationsthe compensation to be paid the said Lessor shallbe the value of damage to crops and improvementson said land caused by Lessees’ entry and the
conducting of prospecting operations.
(ii) On or after commencement of drilling operationsthe compensation shall be the value of damage tocrops and improvements then growing or on the said

—land together with a payment of ONE HUNDIsEDVrDOL1ARS
per acre used for said operations, including the well site, tanks and/or buildings and forrights-of-way for ingress and egress and for pipelines or the like.

3. The Lessee agree to pay the Lessor as royalty and rental one—eIghth (1/8th) of all crude oil and/or natural gas produced,saved and marketed from the said land paying on or before the 20thday of next following month the current market price therefor atthe point of measurement In effect on the day it is run to the pipeline or storage tanks. The Lessee will keep books showing correctly the quantity of all crude oil or all natural gs produced, savedand marketed from the said land, which books the Lessor or HIS agentshall have the right to inspect at all reasonable times.
4. The Lessee agree not to drill a well within TW’) HUNDRED FEET(200’) of any residence or barn now on said land ;ithout thewritten consent of the Lessor. The Lessee will biry pipe linesbelow three foot (3’) depth and will maintain sail pipe lines ingood repair and compensate the Lessor for any damge done by leakage or otherwise from the said pipe lines.

H(c
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5. The Lessor tovenant atd agree to pay all taxcs, rates andasscssments made or imposed against the said lund, provdcdhowever, that the Lessee shall pay any ircrease of the saidtaxes, ratcs and assessments made or imposed in respect of anyimprovements which the Lessee may ttake on the said land and theLessee shall also pay all taxes which may be made or imposed withrespect to wells, pipe lines or other property brought upon ormaintained upon said land by the Lessee.
6. In trim event that ofl or gas is found and marketed the Lesseemay build and maintain a Battery installation, for which purposethe Lessor agree to lease not less than one (1) acre and not more

T—’o /.
than two (2) acres to the LI$.see t a rental not exceeding 8* -HUNDRED AND EtZI DOLLARS (S4-&frCD) per annum. The said installation shall be located in corner of lot of the Lessor. The Lesseeagree to maintain the said installation and the land leased therewith in good condition at all times and to correct any unsatisfactory 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 necessary at well locations to prevent livestockfrom having access thereto, the same will be provided by theLessee, and if the operations of the Lessee necessitate passagethrough an existing fence, gates shall be provided or paid for bythe Lessee.

8. While wel or wells are being drilled on the said land, theLessor shall be entitled to have access to the drilling rigs andto examine cores and to be consulted and informed when a well isbrought Into production or is about to be closed.
9. in the event that no crude oil or natural gas shall have beenproduced and sold during the year, this agreement shall be terminated 18 months from the date hereof and the Lessee shall deliv€r tothe lessor a written release of all their rights under this agree-men t.

10. In the event that crude oil or natural gas shall have beenproduced anc sold within one year from the date hereof, the duration of this agreement shall be renewed from year to year as longas production and sale of crude oil or natural gas continues. Uponthe production of crude oil or natural gas being discontinued for aperiod of three hundred (300) days or more, this agreement may beterminated by written notice given by the Lessor or by the Lessee,which shall take effect ten (10) days after notice. On or beforethe date of termination the Lessee shall deliver to the Lessor arelease surrendering all of their interest in the said land to theLessor and shall at their own expense register such release in theRegistry Office for the Renistry l)ivisiori in which the said land isSI t ua ted



—4-

1 1 n the event that this a rccrien t sla I have been renew d
. ,/.‘,‘aforesaid, the rental of 44Lt DOLL?RS ($zft per acre provided

for in paragraph 1. of this agreement shaH not be payable in
the seconder 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 thevalue of their wells and pipe lines.

13. It is hereby declared and agreed that the rights of the Lesseeunder this agreement or any renewal thereof may not be sold, transferred, assigned or conveyed to any other person without the writtenconsent of the Lessor.

14. This agreement Is made subject to the provisions of any statuteof Canada or Ontario applicable thereto and any regulations madepursuant to such statute.

15. The lessee will not lay any pipelines on the leasehold premiseswithout first consulting with Lessor, so that such pipelines willnot interfere with any tile of the Lessor.

16. The Lessee will not commence a well on the leasehold premiseswithout written perrnisson of the Lessor, which will not be unreasonably withheld.

IN WITlESS WHEREOF the parties hereto have executed thisagreement on the date first written AND affixed t,eir seals.SIGNED, SEALED AND DELiVERED )
in the presence of; )

RAM PETROLEUS LI1:ITED

Per: fiLL
NT

(Th



SCHEDULE “A” ATTACHED TO AND FORMING PART OF AN OIL AND GASLEASE DATED JULY 10, 1976 BETWEEN GEORGE JOHN GRAHAM, OF THEFIRST PART, AND RAM PETROLEUMS LIMTED. OF THE SECOND PART

All and singular that certain parcel or tract of landlying and being in the Township of Dawn, in the County ofLambton, more particularly described as the whole ofLots 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 right of way of49.5 feet, all as shown on a Plan of Subdivision of theeast half of Lot 32, Concession 8, surveyed for A. Farwellby Henry Smith, and filed for registry on the 10th day ofApril 1866 in the Registry Office for the Registry Divisionof Lambton as Plan No. 5.



SCHEDULE “A” ATTACHED TO AND FORNINS PART OF AN OIL AND GASLEASE DATED JULY 10, 1976 BETWEEN GEORGE 3DHN GRAHAM, OF THEFIRST PART, AND RAM PETROLEUMS LIMITED, OF THE SECOND PART

All and singular that certain parcel or tract of landlying and being in the Township of Ddwn, in the County ofLambton, more particularly described as the whole ofLots 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 right of way of49.5 feet, all as shown on a Plan of Subdivision of theeast half of Lot 32, Concession B, surveyed for A. Farwellby Henry Smith, and filed for registry on the 10th day ofO. April 1866 in the Registry Office for the Registry Divisionof Lambton as Plan No. 5.
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This is Exhibit “J” to the
Affidavit of WAYNE MCMURPHY

Sworn October , 2008

Comm er

herrna Purm Fhtz, Commscwier, eft.,
ouri1y of Lambton, for the Governsncn

iinistry of the Attorney General.
“, R, 2”



Addtltonar
S..
Schedule

In the Townthip of Dawn, in the County of Larnbton,

composed of part Lot. 32, Concession 8, which may
be more particularly described in a Schedule ,

attached hereto and made a part hereof.

Document
,_ Ewment Additional

(7) ThIe (a) Redecrlpilon (b) Schedule tor.

CaedatnL t)eecrtption [J PattIes Other

Continued on Schedule 0
jThta Document rele to W*uum.nt nwnber(e)

635925

(10) PartØles) (Set out Statue or Interest)

Narne(a) Stgnature(.) Date ot SIgnature
‘V U 0

KNIGHT, Agnes
1 am not a spouse.

I sin at least eighteen years of age.

LESSOR I —

(ii) Address
P.R. #2 OIL SPRINGS, Ontario NON 1PO

4t4P..I’d3LL44 fff’ o5iLV
Richard J. Opekar
Secretary—Treasurer
I have the authority to bind
the corporation.

LESSEE
(13)Adnt,sa

lorSeritce 435 Exeter Road, LONDON, Ontario N6E 2Z3

RegIstration Fee

h=

or
Ontero

• Document General •
Perot 4— Lend RegistratIon fl.)onn Act. 1*84 *5-66

(1) Reglry j Land Titled (2) Page 1 o 10 pages

(3) Property Block Property
ld.nlfft.r(e) t1051

see
Schedule

(4)Netur. at Document

GAS STORAGE LEASE ACRE24ENT

(5) ConsIderatIon

SIXTY-THREE DotlasS 63.00
NUM GSZSGG
CERTIFICAT! OP RWOlil7i

MY,2 5 1989...44°’

LAMBTON
S -

No. 25
SAANIA

New Property ldentitle,s
Addnton
See r
Schedule

(e PesaIpson

siecUttOn)

(0) TN. Document presIdes tallow,:
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STORAGE LEASE AGREEMEN

THIS AGREEMENT made thin .3r4 day of October1 1987 BETWEEN
AGNES KNIGHT

“3K

of the Township of .Dawn in the County of .La.znbtou and Province ofOntario, hereinefter called the “Lessor”, of the First Part, andRam Petroleume Limited a body corporate with head office at the Cityof Toronto, in the Province of Ontario1 hereinafter called the“Lessee” of the Second Part.

WHEREAS the Lessor is the registered owner of or is entitled to becomethe registered owner of an estate in fee simple in that certain parcelor tract of land, situate, lying and being in the Township of Dawn, inthe County of •Labtoa , Province of Ontario, described as follows:
Part of Lot 32, Concession 8, more particularly described in Schedule A” attached

containing in all l( acres, more or less (hereinafter called the“said lands”) subject to an oil and (as lease dated the d day of•vepb,erjg7f3, and registered on the day of N’’!...., l9.V in theRegistry Office for the County of .-P?’? as No.409!??..., for theTownship of 1”’1 (hereinafter called “the oil and gas lease”), andfurther subject to an agreement of pooling dated January 16th, 1978end registered as Instrument S which lease and agreementsare hereby ratified, granted and adopted again in every respect andthe Lessee and Lessor agree again to be subject to their terms for anyfurther operations for production of Oil & Gas or Storage Operationshereunder.
AND WHEREAS the Lessor has agreed to lease the sub—surface of thesaid lands to the Lessee for the purposes and on the terms andconditions hereinafter set forth;

WITNESSETH that in%on id ration of the sum of• . PiIsn4’J)y cts! .s6$7 . W‘1h’’ ($ 4O .,.) J.c’now to the Lessor by the Lessee (kd 2..pc,_cJ uhi?f_4-eklI’ieby ,
OC4 ‘°

ed) and the further rents, convenante and agreements Ahereinafter reserved and contained:

The Lessor doth hereby demise and lease unto the Lessee, itssuccessors and assigns all and singular the said lands save and exceptthe surface rights thereto, save an hereinafter provided, (hereinaftercalled “the demised lands”), to be held by the Lessee, subject to theoil and gas lease, as tenant for a term of 7 years from the datehereof, subject to renewal and extension as hereinafter provided, forthe purpose of injecting, storing and withdrawing gas, natural and/or
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artificial1 (here1n er collectively referred o as “gas”) within orfrom the demised lends;

yielding a paying therefor a clear annual rental at the rate of“rhirty ‘ Dollars acre of the demised lands (thej’payment he first annuc1 ntal is hereby acknowledged as received)payable in advance on the anniversary date hereof in each year duringthe term hereof; together with the sum of Three Hundred in 1986Dollars ($300.00) for each acre (and/or fraction thereof) of thesurface of the demised lands occupied by the Lessee at any time duringany lease year for the purpose of the Lessee’s operations hereunder,payable in arrears at the end of such lease year; provided that if theLessor is already being compensated by the Lessee for its occupationof such surface under any other Agreement with the Lessee, the totalrate of compensation for such occupation payable by the Lessee shallnot exceed the aforesaid sum. The sum of $300.00 to be adjusted bythe C.P.I. index rise if any, between today’s date and the time ofcommencement of occupation of the surface acreage for storageoperation purposes.

AND FOR THE CONSIDERATION, rentals end payments aforesaid, theLessor doth also hereby give end grant unto the Lessee insofar as theLessor has the right so to grant the same, the right, liberty andprivilege in, upon, or across the surface lands, to lay down,construct, operate, maintain, inspect, remove, replace, reconstructand repair roadways, pipes or pipe lines, tanks, stations, structures,compressors and equipment necessary or incidental to the operations ofthe Lessee hereinbefore described; together with the right of
,,. withdrawing from the demised lands and of selling or otherwiseP disposing of the same, all such waters, salts, minerals and othersubstances as may be necessary to allow the injection and storage ofgas therein and with the right of entering upon, using end occupyingso much of the demised lands used by the Lessee, subject to all otherrestrictions regarding surface operations herein contained andcontained within the afore mentioned lease, and the mutual convenantsand agreements as follows:

1. The Lessor shall promptly pay and satisfy all taxes, rates endassessments that may be assessed or levied against the said landsduring the continuance of this Agreement.

2. The Lessor claims to have good title to the said lands ashereinbefore set forth, has good right and full power to lease thedemised lands, rights and privileges in the manner aforesaid and thatthe Lessee upon performing and observing the convenants and conditionson the Lessee’s part herein contained shall and may peacefully possess‘ and enjoy the demised lands and the rights and privileges herebygranted during the said term and any renewal and extension thereofwithout any interruption or disturbance from or by the Lessor or byany person whomsoever claiming under the Lessor.

3. The Lessor agrees that at the expiration of the term of 7 yearshereinbefore mentioned, this lease will be extended from year to yearprovided the Lessee shall have installed facilities for storage and/orutilized the said lands within the first 7 years of this lease.
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Furthermore, the L3e agrees not to exercise’s rights to purchasegas and utilize the Bald lands for storage until the Lessee hasproduced 75* of the total gas contained within the known reservoir orproduced such quantity of gas as to bring the reservoir pressure downto a minimum of 250 lbs. P.S.I.

4. If the Lessor owns an interest in the demised lands less than theentire fee simple estate, the rentals and payments to be paidhereunder shell be paid to the Lessor only in the proportion which theLessor’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 yearin advance during the currency of this Agreement.

6. To pay all taxes, rates and aeseaement that may be assessed orlevied in respect of any and all machinery, compressors, equipment,tanks, structures and works placed by the Lessee in, on, or over thedemised lands.

7. To conduct all its operations on the demised lands in a diligent,careful and workmanlike manner and in compliance with the provisionsof law applicable to such operations and where such provisions of lawconflict or are at variance with the provisions of thin Agreement suchprovisions of law shell prevail1 in as far as the law further limitsthe 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 andrelated hydrocarbons as are contained in the demised lands, there ishereby excepted and reserved to the Lessor in respect of all waters1salts, minerals and other substances withdrawn, saved and sold orotherwise disposed of from the demised lands hereunder, a grossroyalty of twelve and a half percent (12.5*) of the current marketvalue of such substances at the wellhoad.

9. Not to drill or operate a well within two hundred feet of anyresidence or barn on the said lends without the Lessor’s consent, andwhen required by the Lessor to bury pipe lines as provided in theaforementioned lease.

10. To pay and be responsible for all damages and injuries sustainedby the Lessor caused by or attributable to the operations of theLessee and upon the abandonment of any well and the cessation of() operations by the Lessee to restore the surface thereof to the samecondition, so far as may be practicable, as existed before the entrythereon and use thereof by the Lessee.

11. That upon surrendering any of its interest in the demised landsto the Lessor, it shall at its own expense register such surrenderwithin 60 days in the Registry Office for the Registry Division inwhich the said lands are situated.

3
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TIlE LESSOR AND 4tE LESSEE DO HEREBY HUTUAL’id COVENANT AND AGREEEACH WITH THE OTHER AS FOLLOWS:

12. The Lessee shell have the right at any time and from time to timeto surrender this Agreement as to all of the demised lands, whereuponthis Agreement and all payments hereunder shall be terminated as tothe demised lands so surrendered and the surface thereof; providedthat the Lessee shall have no right to surrender this Agreement inrespect of any portion of the demised lands lying within the areadescribed in Schedule “A”, unless such surrender be for the whole ofthe demised lands and its entire interest under this Agreement andunder all storage agreements with the parties listed in Schedule “B”.

13. The Lessee shall at all times during the currency of thisAgreement and for a period of six months following the terminationthereof or following a surrender either in whole or in part have theright to remove or cause to be removed from he said lands all tanks,stations, structures, fixtures, pipe lines, compressors, material andequipment of whatsoever nature or kind which it may have placed in oron the said lands or on any area surrendered and to pull casing inwells drilled and/or operated on the demised lands pursuant to theterms of this Agreement, provided the Lessee is not in default of anyother provision contained in this Agreement.

14. With the Lessors’ further written consent, such consent not to beunreasonably withheld, the Lessee may delegate, assign or convey toother corporations or persons, partnerships, associations and otherunincorporated bodies, any of the powers, privileges, rights orinterests demised, granted, leased or conferred upon the Lessee hereinand may enter into all agreements, contracts and writings and do allZ things necessary to give effect to this Clause. Rain PetroleumsLimited shall remain responsible for all obligations set out in thisAgreement regardless of any assignments and will remain responsible tothe Lessor for the obligations of the Lessee as herein get forth whilethis 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 landswhich has priority to this Agreement other than the oil and gas lease,the Lessor hereby authorizes the Lessee to pay at its option any orall compensation and/or rents which shall become payable hereunder inor towards the discharge of such tax, mortgage, encumbrance, lien,balance of purchase money, or other charge upon the said lands andthereupon the Lessee shall at its option become subrogated to therights of the holder thereof.

16. Subject to its rights, if any, under the oil and gas lease, theLessee shell not inject gas into the demised lands under theprovisions hereof until it has purchased from the Lessor, ashereinafter provided, the Lessor’s interest in such of the gascontained in the demised lands as are liable on the withdrawal of thegas so injected to be co—mingled indistinguishably therewith as totheir respective volumes, or as are liable to be rendered commerciallyunrecoverable by reason of such injection or the storage operations tobe conducted by the Lessee hereunder. Subject to Clause 3, nothing

4
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herein shall prevent t*ie Lessee from and it is hereby given the rightat any time and from time to time to purchase the LesBor’s interest ingas contained in the demised lands, as herein set forth.

17. The purchase price of gas to be purchased by the Lessee underClause 16 hereof shall be computed em follows:

(a) 12 1/2 of the current market value at the welihead of allgas commercially recoverable from the demised lands down toatmospheric welihend pressure.

or

(b) In the manner hereinafter provided.

18. In the event that the Lessee desires to purchase any of the gasas provided in Clauses 16 and 17 hereof, it ehall give written noticeto the Lessor of the quantity thereof to be purchased, the pricetherefor computed as provided in Clause 17 and the effective date ofsuch purchase. The Lessor shall within Ninety (90) days from thereceipt of the aforesaid notice advise the Lessee that it disputes thepurchase price, quantity purchased and effective date of suchpurchase, and in default of such notice of dispute the Lessor shall bedeemed to have agreed thereto and the same shall become final andbinding upon the Lessor and the Lessee. In the event that the Lessorgives such notice of dispute, such purchase price, quantity purchasedand effective date of such purchase, shall be determined by a board ofarbitration in the manner provided under the Energy Board Act ofOntario and the regulations thereunder or under any act or regulations
‘ in amendment or substitution therefor. All costs of arbitration areto be borne by Ham.

l8.(A) FURTHER PROVIDED the Lessee shall adjust the surface rentaland the “Annual Rental” payable as provided in this lease, prior toevery 5th payment (i.e. Prior to 6th, lath, 15th) these payments shallbe adjusted upwards or downwards in accordance with the changes in theconsumer price index as determined and published by Statistics Canada(or its successors) for the previous 6 calendar years ending December31st prior to each adjustment.

lB.(B) The Lessee shall provide the Lessor with written notice of thequality, quantity and price of gas to be purchased and technical datasupporting its offer. If both the Lessee and the Lessor agree to analternative to a board of arbitration provided under the Energy BoardAct, the alternative will be used to resolve disputes. All costs ofthe alternative are to be borne by Ram

19. Subject to the terms made by the board of arbitration aforesaid,payment of the purchase price shall be made to the Lessor in threeequal annual instalments. The first payment of the purchase priceshall be made effective the date on which the Lessee first commencesto inject gas into the demised lands or into any other lends within agas storage area so designated by law with which the demised landsform a common storage pool or reservoir; and subsequent payments ofsuch purchase price and storage rental shall be made on the

5



C)anniversary dates threof.

19.(A) In addition, the Lessee agrees to pay the Lessor the Lessor’sshare, as set out in Schedule “B”, of of the Earnings from storage j&operations under said lands. Earnings are to be calculated on ayearly basis and payment to the Lessor is to be made no later than 90days after the end of the year. The date of this Agreement is thefirst day of the year for the purpose of this subclause. Earnings aredefined in eubclause 19.(8).
This aubclause does not apply to gas purchased under Clause 16.
19.(fl) For the purposes of 19.(A) Earnings are defined as grossproceeds from the sale of gas stored less the amount paid for a volumeof gas purchased and stored which would account for the volume of gassold giving effect to gas used in compression and gas lost throughleakage.

19. (C) In the event Ram delegates, assigns or conveys to any of thepowers, privileges, rights or interests conveyed by this agreement Ramshall pay to the Lessors, within Thirty (30) days of receipt by Rem,their proportionate share, as set out in Schedule “B”, of l0 of theconsideration received or receivable by Rem. Subclausen l9.(A) end19.(B) will not be binding on the aforesaid third party while thedelegation, assignment or conveyance remains in effect.

20. All payments to the Lessor provided for in this Agreement shallat the Lessee’s option be paid or tendered either to the Lessor or tothe Lessor’s “agent” named in and pursuant to this Clause or to the“depository” herein named. All such payments or tenders may be made9 by cheque or draft of the Lessee payable to the order of the Lessor orhis agent, or in cash, either mailed or delivered to the Lessor or hisagent, as the case may be, or to the depository, as the Lessee mayelect. Payments or tenders made by mail as herein provided shall bedeemed conclusively to have been received by the addressee Corty—e-j-gb.t(4—Jcw-s after such mailing. S8.t(7)Aa.s
The Lessor does hereby appoint

of as his agent as aforesaid and
, at address above, and itssuccessors, as his depository as aforesaid.

All payments to the depository shall be for the credit of theLessor or his agent, as the case may be. The agent and the depositoryshall be deemed to be acting on behalf of the Lessor and shallcontinue as the agent and depository, respectively, of the Lessor forreceipt of any and all sums payable hereunder regardless of any chengoor division in ownership (whether by sale, surrender, assignments,“ sublease or otherwise) of the demised lands or any pert thereof or therentals and other payments hereunder unless and until the Lessor givesthe notice mentioned herein. All payments made to the agent ordepository as herein provided shall fully discharge the Lessee fromall further obligation and liability in respect thereof. No change inagent or depository shall be binding upon the Lessee unless and untilthe Lessor shell have given Thirty (30) days’ notice in writing to theLessee to make such payments to another agent or a depository at agiven address which changes will be specified in such notice; provided

6
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whowever, that only vne such agent and one such iepository, both• whom shall be resident in Canada, shall have authority to act• behalf of the Lessor at any one time.

21. This Agreement expresses and constitutes the entire agreementbetween the Parties, and no implied covenant or liability of any kindis created or shall arise by reason of these presents or anythingherein contained.

22. All notices to be given hereunder may be given by letterdelivered or mailed, postage prepaid, and addressed to the Lessor at

and to the Lessee C/O The Manager, Land Department, 435 Exeter Road:London, Ontario N6E 2Z3 OR such other address as either from time totime the Lessee may appoint in writing, and every such notice somailed shaH be deemed to be given to nd rçceived by the addresseeseven (7) days after such mailing.

23. If the standard of measurement applicable to the transactioncontemplated herein is changed by law to the metric or any othersystem, all measurements provided for herein shall be interpreted asreferring to their metric or other applicable equivalents.
24. SubJect as hereinbefore provided, this Agreement shall ensure tothe benefit of and be binding upon the Parties hereto and each ofthem, their respective heirs, executors, administrators, successorsand assigns.

IN WITNESS WHEREOF the Parties hereto have executed and deliveredthese presents as of the day and year first above written.

.W 4K-k14

* . .
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SCHEDULE “Afl

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 said Township
which said part may be more particularly
described as fo1lows

COMMENCING atA Po/vr wNg,t ..T?it $Qe4r19141)?LIMIT OF (07 3/W7E4’SCTS TW .fO4 ALL -4Nce 2ErwZ44Dg As A/EO w- ysi.
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
iumber Thirty—two (32) and which point is the point
of commencement of the lands herein described,

ThENCE northerly along the said westerly limit a
dislance of Two Hundred and Seventy-two feet (272’);

TIIEt4CE easterly parallel to the south limit of
said 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
F’eet (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;



SCHEDULE B
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Cohn & Olive McMurphy

C.D. &3.1\.McMurphy

Eldon G. Knight, Lyle K. Knight
and Margaret S. Knight

George Graham

Lyle and Margaret Knight

I. Knight

eng

9. 7012

9.7012

45.1494

25.7470

9.2768

.4244

100. 000C
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This is Exhibit “K” to the
Affidavit of WAYNE MCMURPHY

Sworn October 7, 2008

Commissjmwr

Therma Muria Ratz, Commisoner, etc,
ounty of L.ambton, for the Gavernmen r,f r

inistry of the Attorney General.
P’, , 2’”’
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GAS STORAGE LEASE AGREEMENT

TillS AGREEMENT mode this 3.4 day of October, 1987 T3ETWEBN
LYLE KENNETH KNIGHT

AND

MARGARET SHARON KNIGHT

of the Township of Dawn, in the County of Lamhtnn. end Province ofOntario, hereinafter called the “Lessor”, of the First Pert, endn Petroleums Limited a body corporate with head office at the Cityof 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 becomethe registered owner of an estate In fee aimple in that certain parcelor tract of land, situate, lying and being in the Township of Dwa, inthe County of .Lanthtj , Province of Ontario, described as follows:
Part of the West I!aI! ? ! •.c?’? , marc particukrly described in Schedule “Aattached

containing in nll3!5 acres, more or lens (hereinafter a11ed the“gruel lands”) subject to an oil end gag lease dated the tf1 day off.”’!ft9 , 19Y!’, and registered on the 1’.’ day of P!’P’ , ig?!’, in thesLgint.ry Office for the County of ?‘? as No. 39V!’tY..., for theTownship of !‘!‘ (hereinafter called “the oil end gas lease”), andfurther subject to en agreement of cooling dated January 16th, 1978and registered as Instrument
, which lease and agreementsare hereby ratified, granted end adopted again In every respect endthe Lessee and Lessor agree again to be subject to their terms for anyfurther operations for production of Oil & Gas or Storage Operationshereunder.

AND WHEREAS the Lessor hen agreed to lease the sub—surface of thesaid lends to the Lessee for the purposes and on the terms andconditions hereinafter set forth;

WTTNESSBTH that In consideration of the sum of.crte. L’:::
.k-i.-l-ø4ed) and the further rents, convensrls en egreemen(sereinafter reserved and contained:

The Lessor doth hereby demise and lease unto the Lessee, itssuccessors and assigns all and singular the said lands save and exceptthe surface rights thereto, save as hereinafter provided, (hereinaftercelled “the demised lends”), to be held by the Lessee, subject to theoil and gas lease, as tenent for a term of 7 years from the datehereof, subject to renewal and extension as hereinafter provided, forthe purpose of Inject lug, storing and withdrawing gas, natural nod/or

I
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artificial, (hereinafter collectively referred to as “gas”) within or
from the demised lands;

Yielding and paying therefor w,clsar annual rental at the rate of
ThirtyP7jJollars gofji acre of the demised lands (the
payment o the first annJfl r%ntnl 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 year; provided that if the
Lessor is already being compensated by the Lessee for its occupationof such surface under any other Agreement with the Lessee, the totalrate of compensation for such occupation payable by the Lessee shallnot exceed the aforesaid sum. The sum of *300.00 to be adjusted bythe C.P.I. index rise if any, between today’s date and the time ofcommencement of occupation of the surface acreage for storageoperation purposes.

AND FOIl TIlE CONSIDERATION, rentals and payments aforesaid, theLessor doth also hereby give end grant unto the Lessee insofar as theLessor has the right so to grant the same, the right, liberty andprivilege in, upon, or across the surface lands, to lay down,construct, operate, maintain, inspect, remove, replace, reconstructand repair roadways, pipes or pipe lines, tanks, stations, structures,compressors and equipment necessary or incidental to the operations ofthe Lessee hereinbefore described; together with the right of(: withdrawing from the demised lands and of selling or otherwisedisposing of the same, all such waters, salts, minerals end othersubstances as may be necessary to allow the injection and storage ofgas therein and with the right of entering upon, using and occupyingso much of the demised lands used by the Lessee, subject to all otherrestrictions regarding surface operations herein contained andcontained within the afore mentioned lease, and the mutual convenantgand agreements as follows:

1. The Lessor shall promptly pay and satisfy all taxes, rates andassessments that may be assessed or levied against the said landsduring the continuance of this Agreement.
2. The Lessor claims to have good title to the said lands ashereinbefore set forth, has good right and full power to lease thedemised lands, rights and privileges in the manner aforesaid end that

• the Lessee upon performing and observing the convenants and conditionson the Lessee’s part herein contained shall and may peacefully possessand enjoy the demised lands and the rights and privileges herebygranted during the said term and any renewal and extension thereofwithout any interruption or disturbance from or by the Lessor or byany person whomsoever claiming under the Lessor.
3. The Lessor agrees that at the expiration of the tern of 7 yearshereinbefore mentioned, this lease will be extended from year to yearprovided the Lessee shall have installed facilities for storage and/orutilized the said lands within the first 7 years of this lease.

2



C(:jFurthermore, the Lessee agrees not to exercise its rights to purchasegas and utilize the said lands for storage until the Lessee hasproduced 75* of the total gas contained within the known reservoir orproduced such quantity of gas as to bring the reservoir pressure downto a minimum of 250 lbs. P.s.I.

4. If the Lessor owns an interest in the demised lands less than theentire fee simple estate, the rentals and payments to be paidhereunder shall be paid to the Lessor only in the proportion which theLessor’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 yearin advance during the currency of this Agreement.

6. To pay all taxes, rates and assessments that may be assessed orlevied in respect of any and all machinery, compressors, equipment,tanks, structures and works placed by the Lessee in, on, or over thedemised lands.

7. To conduct all its operations on the demised lands in a diligent,careful and workmanlike manner and in compliance with the provisionsof law applicable to such operations and where such provisions of lawconflict or are at variance with the provisions of this Agreement suchprovisions of law shall prevail, in as far as the law further limitsthe rights of the Lessee as herein granted.

8. Save as herein specifically provided with respect to the purchaseby the Lessee of the Lessor’s interest in such of the gas and oil andrelated hydrocarbons as are contained in the demised lands, there ishereby excepted and reserved to the Lessor in respect of all waters,salts, minerals and other substances withdrawn, saved and sold orotherwise disposed of from the demised lands hereunder, a grossroyalty of twelve and a half percent (12.5*) of the current marketvalue of such substances at the welihead.

9. Not to drill or operate a well within two hundred feet of anyresidence or barn on the said lands without the Lessor’s consent, andwhen required by the Lessor to bury pipe lines as provided in theaforementioned lease.

10. To pay and be responsible for all damages and injuries sustainedby 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 samecondition, so far as may be practicable, as existed before the entrythereon and use thereof by the Lessee.

11. That upon surrendering any of its interest in the demised landsto the Lessor, it shall at its own expense register such surrenderwithin 60 days in the Registry Office for the Registry Division inwhich the said lands are situated.

3
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THE LESSOR AND THE LESSEE DO HEREBY MUTUALLY COVENANT AND AGREEEACH WITH THE OTHER AS FOLLOWS:

12. The Lessee shall have the right at any time and from time to timeto surrender this Agreement as to all of the demised lends, whereuponthis Agreement and all payments hereunder shall be terminated as tothe demised lands so surrendered and the surface thereof; providedthat the Lessee shall have no right to surrender this Agreement inrespect of any portion of the demised lands lying within the areadescribed in Schedule “A”, unless such surrender be for the whole ofthe demised lands and its entire interest under this Agreement andunder all storage agreements with th parties listed in Schedule “B”.
13. The Lessee shall at all times during the currency of thisAgreement and for a period of six months following the terminationthereof or following a surrender either in whole or in part have theright to remove or cause to be removed from ihe said lands all tanks,stations, structures, fixtures, pipe lines, compressors, material andequipment of whatsoever nature or kind which it may have placed in oron the said lands or on any area surrendered and to pull casing inwells drilled and/or operated on the demised lands pursuant to theterms of this Agreement, provided the Lessee is not in default of anyother provision contained in this Agreement.

14 With the Lessors’ further written consent, such consent not to beunreasonably withheld, the Lessee may delegate, assign or convey toother corporations or persons, partnerships, associations and otherunincorporated bodies, any of the powers, privileges, rights orj ) interests demised, granted, leased or conferred upon the Lessee hereinand may enter into all agreements, contracts and writings and do allthings necessary to give effect to this Clause. Rem PetroleumeLimited shall remain responsible for all obligations set out in thisAgreement regardless of any assignments and will remain responsible tothe Lessor for the obligations of the Lessee as herein set forth whilethis 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 landswhich has priority to this Agreement other than the oil and gas lease,the Lessor hereby authorizes the Lessee to pay at its option any orall compensation and/or rents which shell become payable hereunder inor towards the discharge of such tax, mortgage, encumbrance, lien,balance of purchase money, or other charge upon the said lands andthereupon the Lessee shall at its option become subrogated to therights of the holder thereof.

16. Subject to its rights, if any, under the oil and gas lease, theLessee shall not inject gas into the demised lands under theprovisions hereof until it has purchased from the Lessor, ashereinafter provided, the Lessor’s interest in such of the gascontained in the demised lands as are liable on the withdrawal of thegas so injected to be co—mingled indistinguishably therewith as totheir respective volumes, or as are liable to be rendered commerciallyunrecoverable by reason of such injection or the storage operations tobe conducted by the Lessee hereunder. Subject to Clause 3, nothing

4



herein shell prevent the Lessee from and it is hereby given the rightat any time end from time to time to purchase the Lessor’s interest ingas contained in the demised lands, as herein set forth.
17. The purchase price of gas to be purchased by the Lessee underClause 16 hereof shall be computed as follows:

(a) 12 l/2 of the current market value at the welihead of allgas commercially recoverable from the demised lands down toatmospheric wel].head pressure.

or

(b) in the manner hereinafter provided.

18. In the event that the Lessee desires to purchase any of the gasas provided in Clauses 16 and 17 hereof, it ihall give written noticeto the Lessor of the quantity thereof to be purchased, the pricetherefor computed as provided in Clause 17 and the effective date ofsuch purchase. The Lessor shall within Ninety (90) days from thereceipt of the aforesaid notice advise the Lessee that it disputes thepurchase price, quantity purchased and effective date of suchpurchase, and in default of such notice of dispute the Lessor shall bedeemed to have agreed thereto and the same shall become final andbinding upon the Lessor and the Lessee. In the event that the Lessorgives such notice of dispute, such purchase price, quantity purchasedand effective date of such purchase, shall be determined by a board off arbitration in the manner provided under the Energy Board Act of‘- Ontario and the regulations thereunder or under any act or regulationsin amendment or substitution therefor. All costs of arbitration areto be borne by Rain.

18.(A) FURTHER PROVIDED the Lessee shall adjust the surface rentaland the “Annual Rental” payable as provided in this lease, prior toevery 5th payment (i.e. Prior to 5th, 10th, 15th) these payments shallbe adjusted upwards or downwards in accordance with the changes in theconsumer price index as determined and published by Statistics Canada(or its successors) for the previous 5 calendar years ending December31st prior to each adjustment.

18.(B) The Lessee shall provide the Lessor with written notice of thequality, quantity and price of gas to be purchased and technical datasupporting its offer. If both the Lessee end the Lessor agree to an• alternative to a board of arbitration provided under the Energy BoardIf i1 Act, the alternative will be used to resolve disputes. All costs ofthe alternative are to be borne by Rem.

19. Subject to the terms made by the board of arbitration aforesaid,payment of the purchase price shall be made to the Lessor in threeequal annual instalments. The first payment of the purchase priceshell be made effective the date on which the Lessee first commencesto inject gas into the demised lands or into any other lands within agas storage area so designated by law with which the demised landsform a common storage pool or reservoir; and subsequent payments ofsuch purchase price and storage rental shall be made on the

&
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anniversary dates thereof.

19.(A) In addition, the Lessee agrees to pay the Lessor the Lessor’sshare, as set out in Schedule “B”, of/.c? * of the Earnings from storageoperations under said lends. Earnings are to be calculated on ayearly basis and payment to the Lessor is to be made no later than 90days after the end of the yeBr. The date of this Agreement is thefirst day of the year for the purpose of this subclause. Earnings aredefined in subclause l9.(B).
This subclause does not apply to gas purchased under Clause 16.
19..(B) For the purposes of 19.(A) Earnings are defined as grossproceeds from the sale of gas stored less the amount paid for a volumeof gas purchased and stored which would account for the volume of gassold giving effect to gas used in compression and gas lost throughleakage.

19.(C) In the event Raw delegates, assigns or conveys to any of thepowers, privileges, rights or interests conveyed by this agreement Rawshall pay to the Lessors, within Thirty (30) days of receipt by Ram,their proportionate share, as set out in Schedule “B”, of 10* of theconsideration received or receivable by Rem. Subclauses l9.(A) andl9.(B) will not be binding on the aforesaid third party while thedelegation, assignment or conveyance remains in effect.
20. All payments to the Lessor provided for in this Agreement shallat the Lessee’s option be paid or tendered either to the Lessor or to(Th the Lessor’s “agent” named in and pursuant to this Clause or to the“depository” herein named. All such payments or tenders may be madeby cheque or draft of the Lessee payable to the order of the Lessor orhis agent, or in cash, either mailed or delivered to the Lessor or hisagent, as the case may be, or to the depository, as the Lessee mayelect. Payments or tenders made by mail as herein provided shall bedeemed conclusively to have been received by the addressee .-rty-—e4-g4it(*8-)---h-o-u-ra after such mailing.

The Lessor does hereby appoint
of

as his agent as aforesaid end
, at address above, and itssuccessors, as his depository as aforesaid.

r All payments to the depository shall be for the credit of theLessor 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 shallcontinue as the agent end depository, respectively, of the Lessor forL..:) receipt of any and all sums payable hereunder regardless of any changeor division in ownership (whether by sale, surrender, assignments,sublease or otherwise) of the demised lands or any part thereof or therentals and other payments hereunder unless and until the Lessor givesthe notice mentioned herein. All payments made to the agent ordepository as herein provided shall fully discharge the Lessee fromall further obligation and liability in respect thereof. No change inagent or depository shall be binding upon the Lessee unless and untilthe Lessor shall have given Thirty (30) days’ notice in writing to theLessee to make such payments to another agent or a depository at agiven address which changes will be specified in such notice; provided

6
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however, that only one such agent and one sucW depository, bothwhom shall be resident in Canada, shall have authority to actbehalf of the Lessor at any one time.

21. This Agreement expresses and constitutes the entire agreementbetween the Parties, and no implied covenant or liability of any kindis created or shall arise by reason of these presents or anythingherein contained.

22. All notices to be given hereunder may be given by letterdelivered or mailed, postage prepaid, and addressed to the Lessor at
fiJ.i1e

.

end to the Lessee C/O The Manager, Land Department, 435 Exeter Road,London, Ontario NGE 2Z3 OR such other address as either from time totime the Lessee may appoint in writing, and every such notice somailed shall be deemed to be given to ønd received by the addresseeseven (7) days after such mailing.

23. If the standard of measurement applicable to the transactioncontemplated herein is changed by law to the metric or any othersystem, all, measurements provided for herein shall be interpreted asreferring to their metric or other applicable equivalents.
24. Subject as hereinbefore provided, this Agreement shall ensure tothe benefit of end be binding upon the Parties hereto and each ofthem, their respective heirs, executors, administrators, successorsau.LL. assigns.

IN WITNESS WHEREOF the Parties hereto have executed and deliveredthese presents as of the day and year first above written.

of
on

(3

SIGNED, SEALED AND DELIVERED
Presence., of:
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SCHEDULE “A”

Part of the West half of Lot 32, Concession 8 more particularlydescribed as follows:

COMMENCING at a point: in the limit between the North 1/5th and theSoutherly 4/Sths of the West half of the said lot at a pointdistant fifty feet (50’) East from the Westerly limit of the saidlot which said point is the point of commencement; THENCEcontinuing East and along the said limit to the limit betweenthe East half and the West half of the said lot; THENCE Southerlyalong the last mentioned limit to the limit between the Northerly3/Sths and the Southerly 2/Sths of the said lot; ThENCE Westerlyalong the last mentioned limit to a point distant two hundred andninety-six feet (296’) measured Easterly along the said limitfrom the Westerly limit of the said lot; THENCE North and parallelto the Westerly limit of the said lot a distance of two hundredand seventy-two feet (272’) to a point; THENCE Westerly andparallel to the Southerly limit of the said lot to a point distantfifty feet (50’) measured Easterly from the Westerly limit of thesaid lot; THENCE Northerly and parallel to the Westerly limit tothe point of beginning.

L



SCIJEDtJLE B

Cohn & Olive t4cMurphy

C. D. &J.A.McMurphy

Eldon C. Knight, Lyle K. Knight
and Margaret S. Knight

George Graham

Lyle and Margaret Knight

1. Knight

Percenta

9.7012

9.7012

45.149

25. 747

9.2768

.4244

100. 00t
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GAS STORAGE LEASE AGREEMENT

(S) CoesJd.e.tJon

SIX THOUSAND, SEVEN HUNDRED
AND ONE DOLLARS, SEVENTY—SIX CEN. m$ 6,701.71

In the Township of Dawn, in the County of Lambton,
being part of Lot 32, Concession B and part Lot 33,
Concessior 8, which may be more particularly described
in a Schedule “g attached hereto and made a part
hereof.
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THIS AGREEMENT made this k. day of October1 1987 BETWEEN

LYLE KENNETH KNIGHT
EOOtbJt4 kNI11T

AND

MARGARET SHARON KNIGHT

of the Township of PP, in the County of and Province of
Ontario1 hereinafter called the “Lessor”, of the First Part, and
Ram Petroleunis 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 • 1?btpP....., Province of Ontario, described as follows:

[ pççsicn8,ai ! i-p! ?‘. ‘?? 8 mire particul?rly dsbeI
•ip,Scç4t,Iç. .

containing in iii46 acres, more or less (hereinafter called the
“said lands”) subject to an oil and gas lease dated the day of
.4igwt, 19Th, and registered on the day of ePtJ: 19.7.6, in the

Registry Office for the County of .!P!4 as No.J6iQ45Ifor the
Township of Qaw’ (hereinafter called “the oil and gas lease”), and
further subject to an agreement of pooling dated January 16th, 1978
and registered as Instrument # , 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 Oil & 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 terms and
conditions hereinafter set forth;

WITNESSETH that in consideration of the sum of

açJ&e,rI..4ged) and the further rents, oncenan’s a agr”eniets
reserved and contained

L

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

1
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artificial, (hereinafter collectively referred to as “gas”) within orfrom the demised lands;

ff5Yielding paying therefor cje.,prf.ppnual rental at the rate ofThirty E4rDollars ( O)p’z11ae of the demised lands (thepayment of the first ann renTal is hereby acknowledged as received)payable in advance on the anniversary date hereof in each year duringthe term hereof; together with the sum of Three Hundred in 1986Dollars ($300.00) for each acre (and/or fraction thereof) of thesurface of the demised lands occupied by the Lessee at any time duringany lease year for the purpose of the Lessee’s operations hereunder,payable in arrears at the end of such lease year; provided that if theLessor is already being compensated by the Lessee for its occupationof 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 ofcommencement 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 theLessor 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
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 ashereinbefore set forth, has good right and full power to lease thedemised lands, rights and privileges in the manner aforesaid and that
the Lessee upon performing and observing the convenants and conditionson the Lessee’s part herein contained shall and may peacefully possessand enjoy the demised lands and the rights and privileges herebygranted during the said term and any renewal and extension thereofwithout 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 yearshereinbefore mentioned, this lease will be extended from year to yearprovided the Lessee shall have installed facilities for storage and/or
utilized the said lands within the first 7 years of this lease.

2
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Furthermore, the Lessee agrees not to exercise its rights to purchasegas end utilize the said lands for storage until the Lessee hasproduced 75* of the total gas contained within the known reservoir orproduced such quantity of gas as to bring the reservoir pressure downto a minimum of 250 lbs. P.S.t.

4. If the Lessor owns an interest in the demised lands less than theentire fee simple estate, the rentals and payments to be paidhereunder shall be paid to the Lessor only in the proportion which theLessor’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 yearin advance during the currency of this Agreement.

6. To pay all taxes, rates and assessment that may be assessed orlevied in respect of any and all machinery, compressors1 equipment,tanks, structures and works placed by the Lessee in, on, or over thedemised lands.

7. To conduct all its operations on the demised lands in a diligent,careful and workmanlike manner and in compliance with the provisionsof law applicable to such operations and where such provisions of lawconflict or are at variance with the provisions of this Agreement suchprovisions of law shall prevail, in as far as the law further limitsthe rights of the Lessee as herein granted.

8. Save as herein specifically provided with respect to the purchaseby the Lessee of the Lessor’s interest in such of the gas and oil andrelated hydrocarbons as are contained in the demised lands, there ishereby excepted and reserved to the Lessor in respect of all waters,salts, minerals and other substances withdrawn, saved and sold orotherwise disposed of from the demised lands hereunder, a grossroyalty of twelve and a half percent (12.5*) of the current marketvalue of such substances at the welihead.

9. Not to drill or operate a well within two hundred feet of anyresidence or barn on the said lands without the Lessor’s consent, andwhen required by the Lessor to bury pipe lines as provided in theaforementioned lease.

10. To pay and be responsible for all damages and injuries sustainedby the Lessor caused by or attributable to the operations of theLessee and upon the abandonment of any well and the cessation ofij operations by the Lessee to restore the surface thereof to the samecondition, so far as may be practicable, as existed before the entrythereon and use thereof by the Lessee.

1.1. That upon surrendering any of its interest in the demised landsto the Lessor, it shall at its own expense register such surrenderwithin 60 days in the Registry Office for the Registry Division inwhich the said lands are situated,

3
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THE LESSOR AND THE LESSEE DO HEREBY MUTUALLY COVENANT AND AGREEEACH WITH THE OTHER AS FOLLOWS:

12. The Lessee shall have the right at any time and from time to timeto surrender this Agreement as to all of the demised lands, whereuponthis Agreement and all payments hereunder shall be terminated as tothe demised lands so surrendered and the surface thereof; providedthat the Lessee shall have no right to surrender this Agreement ixirespect of any portion of the demised lands lying within the areadescribed in Schedule “A”, unless such surrender be for the whole ofthe demised lends and its entire Interest under this Agreement andunder all storage agreements with the parties listed in Schedule “B”.

13. The Lessee shall at all times during the currency of thisAgreement and for a period of six months following the terminationthereof or following a surrender either in whole or in part have theright to remove or cause to be removed, from he said lends all tanks,stations, structures, fixtures, pipe lines, compressors, material andequipment of whatsoever nature or kind which it may have placed in oron the said lands or on any area surrendered and to pull casing inwells drilled and/or operated on the demised lands pursuant to theterms of this Agreement, provided the Lessee is not in default of anyother provision contained in this Agreement.

14. With the Lessors’ further written consent, such consent not to beunreasonably withheld, the Lessee may delegate, assign or convey toother corporations or persons, partnerships, associations and otherunincorporated 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 allthings necessary to give effect to this Clause. Raw PetroleumsLimited shall remain responsible for all obligations set out in thisAgreement regardless of any assignments and will remain responsible tothe Lessor for the obligations of the Lessee as herein set forth whilethis 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 landswhich has priority to this Agreement other than the oil and gas lease,the Lessor hereby authorizes the Lessee to pay at its option any orall compensation and/or rents which shall become payable hereunder inor towards the discharge of such tax, mortgage, encumbrance, lien,balance of purchase money, or other charge upon the said lands andthereupon the Lessee shall at its option become subrogated to therights of the holder thereof.

16. Subject to its rights, if any, under the oil and gas lease, theLessee shall not inject gas into the demised lands under theprovisions hereof until it has purchased from the Lessor, ashereinafter provided, the Lessor’s interest in such of the gascontained in the demised lands as are liable on the withdrawal of thegas so injected to be co—mingled indistinguishably therewith as totheir respective volumes, or as are liable to be rendered commerciallyunrecoverable by reason of such Injection or the storage operations tobe conducted by the Lessee hereunder. Subject to Clause 3, nothing
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herein shall prevent the Lessee from and it is hereby given the rightat any time and from time to time to purchase the Lessor’s interest ingas contained in the demised lands, as herein set forth.

17. The purchase price of gas to be purchased by the Lessee underClause 16 hereof shall be computed as follows:

(a) 12 1/2* of the current market value at the welihead of allgas commercially recoverable from the demised lands down toatmospheric weliheed pressure.

or

(b) in the manner hereinafter provided.

18. In the event that the Lessee desires to purchase any of the gasas provided in Clauses 16 and 17 hereof, it hall give written noticeto the Lessor of the quantity thereof to be purchased, the pricetherefor computed as provided in Clause 17 and the effective date ofsuch purchase. The Lessor shall within Ninety (90) days from thereceipt of the aforesaid notice advise the Lessee that it disputes thepurchase price, quantity purchased and effective date of suchpurchase, end in default of such notice of dispute the Lessor shall bedeemed to have agreed thereto and the same shall become final andbinding upon the Lessor and the Lessee. In the event that the Lessorgives such notice of dispute, such purchase price, quantity purchasedand effective date of such purchase, shall be determined by a board ofarbitration in the manner provided under the Energy Board Act ofOntario and the regulations thereunder or under any act or regulations
‘ in amendment or substitution therefor. All costs of arbitration areto be borne by Ham.

l8.(A) FURTHER PROVIDED the Lessee shall adjust the surface rentaland the “Annual Rental” payable as provided in this lease, prior toevery 6th payment (i.e. Prior to 5th, 10th, 15th) these payments shallbe adjusted upwards or downwards in accordance with the changes in theconsumer price index as determined and published by Statistics Canada(or its successors) for the previous 5 calendar years ending December31st prior to each adjustment.

l8.(E) The Lessee shall provide the Lessor with written notice of thequality, quantity and price of gas to be purchased and technical datasupporting its offer. If both the Lessee and the Lessor agree to analternative to a board of arbitration provided under the Energy BoardAct, the alternative will be used to resolve disputes. All costs ofthe alternative are to be borne by Ram

19. Subject to the terms made by the board of arbitration aforesaid,payment of the purchase price shall be made to the Lessor in threeequal annual instalments. The first payment of the purchase priceshell be made effective the date on which the Lessee first commencesto inject gas into the demised lands or Into any other lands within agas storage area so designated by law with which the demised landsform a common storage pool or reservoir; and subsequent payments ofsuch purchase price and storage rental shall be made on the

5
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edniversary dates thereof.

19 (A) In addition, the Lessee agrees to pay the Lessor the Lessor’s
share, as set out in Schedule “B”, of f7* of the Earnings from storage
operations under said lands. Earnings are to be calculated on
yearly basis end 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 subclauae does not apply to gas purchased under Clause 16.

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 gas
sold giving effect to gas used In compression and gas lost through
leakage.

l9.(C) In the event Ram delegates, assigns or conveys to any of the
powers, privileges, rights or interests conveyed by this agreement Rem
shall pay to the Lessors, within Thirty (30) days of receipt by Rem,
their proportionate share, as Bet out in Schedule “B”, of 10* 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 Clause 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 f-ty—e1gtit
(4..rtrrs after such mailing. Se4.’C’ ?)

The Lessor does hereby appoint
of as his agent as aforesaid and

, 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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however, that only one such agent and one such depository, bothwhom shall be resident in Canada, shell have authority to act
behalf of the Lessor at any one time.

21. This Agreement expresses and constitutes the entire agreementbetween the Parties, and no implied covenant or liability of any kindis created or shall arise by reason of these presents or anythingherein contained.

22. All notices to be given hereunder may be given by letterdelivered or mailed, postage prepaid, and addressed to the Lessor at

and to the Lessee CfO The Manager, Land Department, 435 Exeter Road:London, Ontario N6E 2Z3 OR such other address as either from time totime the Lessee may appoint in writing, and every such notice somailed shall be deemed to be given to nnd received by the addresseeseven (7) days after such mailing.

24. Subject as hereinbefore provided, this Agreement shall ensure tothe benefit of and be binding upon the Parties hereto and each ofthem, their respective heirs, executors, administrators, successorsand assigns.

IN WITNESS WHEREOF the Parties hereto have executed and deliveredthese presents as of the day and year first above written.

C—

of
on

23. If the
contemplated
system, all
referring to

standard of measurement applicable to the transactionherein is changed by law to the metric or any othermeasurements provided for herein shall be interpreted astheir metric or other applicable equivalents.

SIGNED, SEALED D DELIVERED
In,rsenof:

4e5s ee
2c.

.t
,....

4qt.t14 - (.44

/a4it’a75

4&it f’4 ,zpC/i4€.S o,1nec__1)v Ae

e oi1 7L7, ,‘,,es c w4//e-/

/ i La 32 c CSS,
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SCHEDULE B

CoHn & Olive McMurphy

CD. &J.A.McMurphy

Eldon G. Knight, Lyle K. Knight
and Margaret S. Knight

George Graham

Lyle and Margaret Knight

A. Knight

fa

9.7012

9. 7012

45. 1494

25.7470

9.2768

.4244

100.000
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SCHEDULE ‘A”

i’IItSTLY’ Sub lots 90 to 101 inclusive Plan *2 which forms part:.[iibd1v1sloii. of Lot: 33, Con. 8;

SLCOIWLY’ Sub lot: 100 Plan 12 whIch forms part of a subdivialotiCon. U iiiore particularly described as followsCOH1TEUC1NG at the southeast angle of the. said lot; TilEliCEwesterly along tile southerly limit of the said lot to a point:rilstaiice fifty feet (50’) measured easterly from the westerlyJI,nlt: of the said lot:; THENCE north end parallel to the westerlyI Imit to the tiorihierly limit of t:hi said lot; ThENCE East: alongLhe jiortherly limit of the said lot: to tile northeast angle oft:hte said lot:; TlhEtlCl south along the east limit of tile said lotto the point of colwnellcemellt;

‘IUIIIDL1Y: Sub lot 109 Plan *2 whIch forms part of a subdivisionJE3J, Coil. U more particularly described followsiCOMHENClh1C at: the southeast angle of Ihia said lot.. ThENCEwesterly along the southerly limit of the said lot to a pointdistance of fifty feet (5t1’)ineasured easterly from the westerly1 ImI t: of the said lot; THENCE north niid parallel to the wsterlylimit: to the northerly limit of the said lot; THENCE east alongthe northerly limit of the said lot to the northeast angle ofthe said Jot:; ‘JIJENCE south along the east limit of tue said lotto tile point: of oiwiiencement.

foUlrrhlbYt Sub lots 110 to 119 inclusive Plan *2 whIch forms partfiiI3dJ.visiori of Lot 33, ton. 9;

lThthy, ‘Ihie west part of Lot 32, Con. 8 more particularlyas followsi COMMIJNCINc3 at a point In tile northerlylimit: of ile said lot distant fifty feet (SO’) easterly alongthe said limit: from the northwest angle; TI1E1CE south and parallelto tile west: limit of the nald lot a distance of three hundredfifty—six alid forty one—huiidred1h feet (356.40’) 1, a poiiit;ThhINCE easterly and parallel 1 the north limit of 1hi said lottwo t:Ilousaiid one hundred fifty and eleven one—hundredths feet(2,150.11’) to a boundary between the eagland west half of thesaid lot; ThhINCE nor ihierly along the said boundary between theeast half and the west hnlf of the said lot three (undred fifty—sixaild forty olle—hlulldredt:h15 feet (356.40’) Ia the north limit ofthe said lot:. THENCE westerly along the north limit two thousandone hundred fifty and eleven oIle—IIuildZedthlS feet (2;l50.ll’,I totue p01111 of coi,une,icewejil.
- -.

Sixibly: That I’nrt of Lot 91, Plan 12 4ihlIch forms rt of aof Lot 33, Cozioeaalon 9 morn partiou1ery describedCOHIIIJNCINa at the Bouthieent angle of the said 1t WEN West
along 1hi Southerly limit of thie.said lob to a point dintatit
ELf t:y feat (50 ) Easterly from the Southwest angle of the saidtlort:h one degree thirty—two minutes ten seconds East

32 10 El iid parallel to the Westerly limit of Lot UI
to the Northerly limit of the said lot; Th1ENCP Easterly along
t,a ilorthierly limit of this said lot to Eli, tIor1hiesE corner;
ThI1 CE Uout:Jaerly along the Easterly lot limit to the point of

All of Lots 92, 93, 84, 8, 96, 97, 88, 89, 90, 91.whicl forms part of a subdlyjjo,1 of Lot 31,
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SChEDULE “c (

FIESTLY: Sub loL 90 to 101 inclusive Plan #2 which forms part
ibdivision of Lot 33, Con. B,

SCCo11DLY Sub lot 108 Plan #2 whIch forms part of a subdivisionfT5E13, Con. 0 more particularly described as follows
oL the southeast anqie of the said lot; THENCE

westerly along the southerly limit: of the said lot to a point
distance fifty feet: (50’) measured easterly from the westerly
J1,nit of the salJ lot:; THENCE north and parallel to the westerly
3 i,nit to the northerly limit of the said lot:; THENCE East alongthe northerly limit of the said lot to the northeast angle ofthe said lot; THENCE south along the east: limit of the said 1tto the point of comineiiceinent;

ThhiJDLY: Sub lot: 109 Plan 12 which forms part of a subdivision
of LE33, Con. B more particularly described as follows:COMMENCiNG at: the southeast angle of the said lot. THENCEwesterly along the southerly limit of the said lot: to a pointdistance of fifty feet (50’)’ measured easterly from the westerlylimit: of the said lot; THENCE north and parallel to the westerly
limit to the northerly limit of the said lot:; THENCE east alongthe northerly lJ.mit of the said lot: to the northeast angle ofthe said lot; THENCE south along the east limit of the said lot:to the point of coitunencement.

FOUflThhIY: Sub lots 110 to 119 inclusive Plan #2 which forms partfiu1division of Lot 33, ton. B;

FirlilbY: The west: part of Lot 32, Con. 8 more particularly
i2iIJied as follows: COMMENCiNG at a point: in the northerlylimit of the said lot: distant fifty feet (50’) easterly alongthe said limit from the northwest anglej THENCE south and parallelto the west limit: of time said lot a distance of three hundredfifty-six nid forty one—hundredths feet (356.40’) to, a point;THENCE easterly and parallel to the north limit of thi said lotIwo thousand one hundred fifty and eleven one—hundredths feet(2,150.11’) to a boundary between the east: and west half of timesaid lot; ‘IIIENCE northerly along the said boundary between theeast half and ti,e west half of t:ime said lot three mundred fifty—sixand forty otie—hmundredt:he feet (356.40’) to the north limit oftime said lot:. THENCE westerly along the north 1itni two thousandone hundred fifty and eleven one—hundredths feet (2 150.11’) totime point of commencenient.

Sixthly: That Part of Lot 91, Plan #2 which forms part of ssubdLj1on of Lot 33, Concession 8 more particularly described
COMI4ENCING at the Southeast: angle of the said lot; ThENCE Westalong the Southerly limit of thenaid lob to a point: distantfifty feet (50’) Easterly from the Southwest: angle of the saidLotITh1EUCE North one degree thirty—two rainuten ten seconds East32 10 E) end parallel to the Westerly limit of Lot 81o time Northarly limit of the said lot, THENCE Easterly alongtime Northerly limit: of time said lot to the Northeast corner;THEtICE Southerly along the aeter1y lot limit to the point of

Svh1y JUl of Lots 82, 93, 84, 85, 86, 97, 80, 89, 90, 91.which forms part of a iubdiviicn of Lot: 31,
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GAS STORAGE LEASE AGREEMENT

THiS AGREEMENT made this gff( day of October, 1987 BETWEEN
COLIN A. MCMURPHY

Dawn . Larubtonof the Township of ... ., in the County of and Province ofOntario, hereinafter called the “Lessor”, of the First Part, andRam Petroleunis Limited a body corporate with head office at the Cityof 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 becomethe registered owner of an estate in fee simple in that certain parcelor tract of land, situate, lying and being in the Township of Dawn, inthe County of
, Province of OntarIo, described as follows:

Pa,r of t hf of to$ 33 c . nsc ?!‘!7. sribed
•S0cJç4q.lç

•““
ia,ced

containing in all*1.. acres, more or lees (hereinafter called the“said lands”) subject to an oil and as lease ted the Am. 6dáy of(: .ePtcw’l97’, and registered on the .day of in theRegistry Office for the County of as No. 39ZV.48.., for theTownship of (hereinafter called “the oil and gas lease”), andfurther subject to an agreement ofoo1ing dated January 16th, 1978and registered as Instrument # which lease and agreementsare hereby ratified, granted and adopted again in every respect andthe Lessee and Lessor agree again to be subject to their terms for anyfurther operations for production of Oil & Gas or Storage Operationshereunder.
AND WHEREAS the Lessor has agreed to lease the sub—surface of thesaid lands to the Lessee for the purposes and on the terms andconditions hereinafter set forth;

C,Al WITNESSETH that in consideration of the sum of ,(vr • . . Dollarsnow paid to he lessok’ by t ‘sseeackaL..4g.ed) and the further rents, ‘convenanta an agreemexihs -hereinafter reserved and contained:

The Lessor doth hereby demise and lease unto the Lessee, itssuccessors and assigns all and singular the said lands save and exceptthe surface rights thereto, save as hereinafter provided, (hereinaftercalled “the demised lands”), to be held by the Lessee, subject to theoil and gas lease, as tenant for a term of 7 years from the datehereof, subject to renewal and extension as hereinafter provided, forthe purpose of injecting, storing and withdrawing gas, natural and/or

1
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artificial, (herelnfter collectively referred to as “gas”) within orfrom the demised lands;

‘,j,Yielding and paying therefor a clear annual rental at the rate of 3,.
Thirty +rDol1ars (4-80) per acre of the demised lands (the ,eeI” payment of the first anrnfaT°rental is hereby acknowledged as received)payable in advance on the anniversary date hereof in each year duringthe term hereof; together with the sum of Three Hundred in 1986Dollars ($300.00) for each acre (and/or fraction thereof) of thesurface of the demised lands occupied by the Lessee at any time duringany lease year for the purpose of the Lessee’s operations hereunder,payable in arrears at the end of such lease year; provided that if theLessor is already being compensated by the Lessee for its occupationof such surface under any other Agreement with the Lessee, the totalrate of compensation for such occupation payable by the Lessee shallnot exceed the aforesaid sum. The sum of $300.00 to be adjusted bythe C.P.I. index rise if any, between today’s date and the time ofcommencement of occupation of the surface acreage for storageoperation purposes.

AND FOR THE CONSIDERATION, rentals and payments aforesaid, theLessor doth also hereby give and grant unto the Lessee insofar as theLessor has the right so to grant the same, the right, liberty andprivilege in, upon, or across the surface lands, to lay down,construct, operate, maintain, inspect, remove, replace, reconstructand repair roadways, pipes or pipe lines, tanks, stations, structures1compressors and equipment necessary or incidental to the operations ofthe Lessee hereinbefore described; together with the right ofwithdrawing from the demised lands and of selling or otherwisedisposing of the same, all such waters, salts, minerals end othersubstances as may be necessary to allow the injection and storage ofgas therein and with the right of entering upon, using and occupyingso much of the demised lands used by the Lessee, subject to all otherrestrictions regarding surface operations herein contained andcontained within the afore mentioned lease, and the mutual convenantsand agreements as follows:

1. The Lessor shall promptly pay and satisfy all taxes, rates andassessments that may be assessed or levied against the said landsduring the continuance of this Agreement.
2. The Lessor claims to have good title to the said lands ashereinbefore set forth, has good right end full power to lease thedemised lands, rights and privileges in the manner aforesaid and thatthe Lessee upon performing and observing the convenanta and conditionson the Lessee’s part herein contained shall and may peacefully possessand enjoy the demised lands and the rights and privileges herebygranted during the said term and any renewal and extension thereofwithout any interruption or disturbance from or by the Lessor or byany person whomsoever claiming under the Lessor.

3. The Lessor agrees that at the expiration of the term of 7 yearshereinbefore mentioned, this lease will be extended from year to yearprovided the Lessee shall have installed facilities for storage and/orutilized the said lands within the first 7 years of this lease.

2
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Furthermore, the Lessee agrees not to exercise its rights to purchasegas and utilize the said lands for storage until the Lessee has
produced 75 of the total gas contained within the known reservoir orproduced such quantity of gas as to bring the reservoir pressure downto a minimum of 250 lbs. P.S.I.

4. If the Lessor owns an interest in the demised lands less than theentire fee simple estate, the rentals and payments to be paidhereunder shall be paid to the Lessor only in the proportion which theLessor’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 end every yearin advance during the currency of this Agreement.
6. To pay all taxes, rates and aseeasmentã that may be assessed orlevied in respect of any and all machinery, compressors, equipment,tanks, structures and works placed by the Lessee in, on, or over thedemised lands.

7. To conduct all its operations on the demised lands in a diligent,careful and workmanlike manner and in compliance with the provisionsof law applicable to such operations and where such provisions of lawconflict or are at variance with the provisions of this Agreement suchprovisions of law shall prevail, in as far as the law further limitsthe rights of the Lessee as herein granted.
8. Save as herein specifically provided with respect to the purchaseby the Lessee of the Lessor’s interest in such of the gas and oil andrelated hydrocarbons as are contained in the demised lands, there ishereby excepted and reserved to the Lessor in respect of all waters,salts, minerals and other substances withdrawn, saved end sold orotherwise disposed of from the demised lands hereunder, a grossroyalty of twelve end a half percent (l2.5) of the current marketvalue of such substances at the weliheud.

9. Not to drill or operate a well within two hundred feet of anyresidence or barn on the said lands without the Lessor’s consent, andwhen required by the Lessor to bury pipe lines as provided in theaforementioned lease.

10. To pay and be responsible for all damages and injuries sustainedby the Lessor caused by or attributable to the operations of theLessee and upon the abandonment of any well and the cessation ofoperations by the Lessee to restore the surface thereof to the same
, condition, so far as may be practicable, as existed before the entrythereon and use thereof by the Lessee.

11. That upon surrendering any of its interest in the demised landsto the Lessor, it shall at its own expense register such surrenderwithin 60 days in the Registry Office for the Registry Division inwhich the said lands are situated.

3
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CDTHE LESSOR AND THE LESSEE DO HERRRY MUTUALLY COVENANT AND AGREEEACH WiTH THE OTHER AS FOLLOWS:

12. The Lessee shall have the right at any time and from time to timeto surrender this Agreement as to all of the demised lands, whereuponthis Agreement and all payments hereunder shall be terminated as tothe demised lands so surrendered and the surface thereof; providedthat the Lessee shall have no right to surrender this Agreement inrespect of any portion of the demised lands lying within the aresdescribed in Schedule “A”, unless such surrender be for the whole ofthe demised lands and its entire interest under this Agreement andunder all storage agreements with the parties listed in Schedule “B”.
13. The Lessee shall at all times during the currency of thisAgreement and for a period of six months following the terminationthereof or following a surrender either in whole or in part have theright to remove or cause to be removed, from ihe said lands all tanks,stations, structures, fixtures, pipe lines, compressors., material andequipment of whatsoever nature or kind which it may have placed in oron the said lands or on any area surrendered and to pull casing inwells drilled and/or operated on the demised lands pursuant to theterms of this Agreement, provided the Lessee is not in default of anyother provision contained in this Agreement.

14. With the Lessors’ further written consent, such consent not to beunreasonably withheld, the Lessee may delegate, assign or convey toother corporations or persons, partnerships, associations and otherunincorporated bodies, any of the powers, privileges, rights orinterests demised, granted, leased or conferred upon the Lessee hereinand may enter into all agreements, contracts and writings and do allthings necessary to give effect to this Clause. Rem PetroleumsLimited shall remain responsible for all obligations set out in thisAgreement regardless of any assignments and will remain responsible tothe Lessor for the obligations of the Lessee as herein set forth whilethis 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 landswhich has priority to this Agreement other than the oil and gas lease,the Lessor hereby authorizes the Lessee to pay at its option any orall compensation and/or rents which shall become payable hereunder inor towards the discharge of such tax, mortgage, encumbrance, lien,balance of purchase money, or other charge upon the said lends andthereupon the Lessee shall at its option become subrogated to therights of the holder thereof.

16. Subject to its rights, if any, under the oil and gas lease, the\ Lessee shall not inject gas into the demised lands under theprovisions hereof until it has purchased from the Lessor, ashereinafter provided, the Lessor’s interest in such of the gascontained in the demised lands as are liable on the withdrawal of thegas so Injected to be co—mingled indistinguishably therewith as totheir respective volumes, or as are liable to be rendered commerciallyunrecoverable by reason of such injection or the storage operations tobe conducted by the Lessee hereunder. Subject to Clause 3, nothing
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herein shall prevent the Lessee from and It is hereby given the rightat any time and from time to time to purchase the Lessor’s interest ingas contained in the demised lands, as herein set forth.
17. The purchase price of gas to be purchased by the Lessee underClause 16 hereof shall be computed as follows:

(a) 12 1/2* of the current market value at the welihead of allgas commercially recoverable from the demised lands down toatmospheric welihead pressure.

or

(b) in the manner hereinafter provided.

18. In the event that the Lessee desires to purchase any of the gasas provided in Clauses 16 and 17 hereof, it ihall give written noticeto the Lessor of the quantity thereof to be purchased, the pricetherefor computed as provided in Clause 17 and the effective date ofsuch purchase. The Lessor shall within Ninety (90) days from thereceipt of the aforesaid notice advise the Lessee that it disputes thepurchase price, quantity purchased and effective date of suchpurchase, and in default of such notice of dispute the Lessor shall bedeemed to have agreed thereto and the same shall become final andbinding upon the Lessor and the Lessee. In the event that the Lessorgives such notice of dispute, such purchase price, quantity purchasedand effective date of such purchase, shall be determined by a board ofarbitration in the manner provided under the Energy Roard Act ofOntario and the regulations thereunder or under any act or regulationsin amendment or substitution therefor. All costs of arbitration areto be borne by Ran.

18.(A) FURTHER PROVIDED the Lessee shall adjust the surface rentaland the “Annual Rental” payable as provided in this lease1 prior toevery 5th payment (i.e. Prior to 5th, 10th, 15th) these payments shallbe adjusted upwards or downwards in accordance with the changes in theconsumer price index as determined and published by Statistics Canada(or its successors) for the previous 5 calender years ending December31st prior to each adjustment.

1B.(B) The Lessee shall provide the Lessor with written notice of thequality, quantity and price of gas to be purchased and technical datasupporting its offer If both the Lessee and the Lessor agree to analternative to a board of arbitration provided under the Energy BoardAct, the alternative will be used to resolve disputes. All costs of‘ the alternative are to be borne by Ram.

19. Subject to the terms made by the board of arbitration aforesaid,payment of the purchase price shall be made to the Lessor in threeequal annual instalments. The first payment of the purchase priceshall be made effective the date on which the Lessee first commencesto inject gas into the demised lands or into any other lands within agas storage area so designated by law with which the demised landsform a common storage pool or reservoir; and subsequent payments ofsuch purchase price and storage rental shell be made on the
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anniversary dates thereof.

19.(A) In addition, the Lessee agrees to pay the Lessor the Lessor’sshare, as set out in Schedule “B”, of /0% of the Earnings from storageoperations under said lands. Earnings are to be calculated on ayearly basis and payment to the Lessor is to be made no later than 90days after the end of the year. The date of this Agreement is thefirst day of the year for the purpose of this aubclause. Rarnings aredefined in subclause l9.(B).
This subclause does not apply to gas purchased under Clause 16.
19.(E) For the purposes of 19.(A) Earnings are defined as grossproceeds from the sale of gas stored less the amount paid for a volumeof gas purchased and stored which would account for the volume of gassold giving effect to gas used in compression and gas lost throughleakage.

19.(C) In the event Raw delegates, assigns or conveys to any of thepowers, privileges, rights or interests conveyed by this agreement Rawshall pay to the Lessors, within Thirty (30) days of receipt by Rem,their proportionate share, as set out in Schedule “B”, of 10% of theconsideration received or receivable by Rem. Subclauses l9.(A) and19.(B) will not be binding on the aforesaid third party while thedelegation, assignment or conveyance remains in effect.
20. All payments to the Lessor provided for in this Agreement shallat the Lessee’s option be paid or tendered either to the Lessor or tothe Lessor’s “agent” named in and pursuant to this Clause or to the‘ “depository” herein named. All such payments or tenders may be madeby 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 hisagent, as the case may be, or to the depository, as the Lessee mayelect. Payments or tenders made by mail as herein provided shall bedeemed conclusively to have been received by the addressee $.€y-.La.j.4.ht(41 h-G.M-rB after such mailing. S?4i 7)

The Lessor does hereby appoint
of

as his agent as aforesaid and
, at address above, and itssuccessors, as his depository as aforesaid.All payments to the depository shall be for the credit of theLessor or his agent, as the case may be. The agent and the depositoryshall be deemed to be acting on behalf of the Lessor and shallcontinue as the agent end depository, respectively, of the Lessor for(J receipt of any and all sums payable hereunder regardless of any changeor division in ownership (whether by sale, surrender, assignments,sublease or otherwise) of the demised lands or any pert thereof or therentals and other payments hereunder unless end until the Lessor givesthe notice mentioned herein. All payments made to the agent ordepository as herein provided shall fully discharge the Lessee fromall further obligation and liability in respect thereof. No change inagent or depository shall be binding upon the Lessee unless and untilthe Lessor shall have given Thirty (30) days’ notice in writing to theLessee to make such payments to another agent or a depository at agiven address which changes will be specified in such notice; provided
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(;) Chowever, that Gnly one such agent and one such depository, bothwhom shall be resident in Canada, shall have authority to actbehalf of the Lessor at any one time.

21. ThIs Agreement expresses and constitutes the entire agreementbetween the Parties, and no implied covenant or liability of any kindIs created or shell arise by reason of these presents or anythingherein contained

22. All notices to be given hereunder may be given by letterdelivered or mailed, postage prepaid and addressed to the Lessor ats21 -. . .- .

and to the Lessee C/O The Manager, Land Department, 435 Exeter Road1London, Ontario N6E 2Z3 OR such other address as either from time totime the Lessee may appoint in writing, and every such notice somailed shall be deemed to be given to ønd received by the addresseeseven (7) dayB after such mailing.
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23. If the
contemplated
system, all
referring to

standard of measurement applicable to the transactionherein is changed by law to the metric or any othermeasurements provided for herein shall be interpreted astheir metric or other applicable equivalents.
24. Subject as hereinbefore provided, this Agreement shall ensure tothe benefit of and be binding upon the Parties hereto and each ofthem, their respective heirs, executors, administrators, successorsend assigns.

IN WITNESS WHEREOF the Parties hereto have executed and deliveredthese presents as of the day and year first above written.

SIGNED, SEALED AND DELIVERED
ePesenof:

• . / [. .

1-17 M’ 5tY? t aM W 5
,4( ftk5eIo11 ef;ic’s
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SCHEDULE

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 thesoutherly 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 feetto a point

THENCE: Easterly and parallel to the Northerly Limit of said Lot, a distance of 320.7 feetto 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 feetto 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

Th.

Sc



SChEDuLE B

I c.J

Cohn & Olive NcMurphy

C.D. &J.A.McMurphy

Eldon G. Knight, Lyle K. Knightand Margaret S. Knight

George Graham

Lyle and Margaret Knight

A. Knight

Percenta

9.7012

9.7012

45. 149

25.747

9.2768

.4244



SCHEDULE

Being parts of Lots 33 & 34 in the 8th Concession in the Township f Dawn in the CoLmty
of Lambton

More particularly described as

FIRSTLY: commencing at the South Easterly Angle of Lot 34, Concession 8 insaid Township

THENCE: Westerly along the Southern Limit of Said Lot, a distance of 641.5 feetto a point

THENCE: Northerly and parallel to the easterly limit of said Lot, a distanceof 16.6 feet to a point

THENCE: Easterly and parallel to the southerly limit of said 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 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
THENC& 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

Firstly and Secondly combined total 44 acres, more or less
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GAS STORAGE LEASE AGREEMENT
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THREE THOUSAND, EIGHT HUNDRED AND ThREE DOLLARS,
SEVENTY SIX CENTS Dotta,,$ 3,803.76

() Oeectlplton
In the Township of Dawn, in the County of Lainbton,
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12,13,14,15,16,17,18,19,20 and the whole of a Right-Of
Way, all as shown on a Plan of Subdivision of the East
Half, Lot 32, Concession 8.
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THIS AGREEMENT wade this day of October, 1987 BETWEEN
.GEoRcEJOuN.GaAHAM

of the Township of Dawn, In the County of Lambton. and Province of

Ontario, hereinafter called the “Lessor”, of the First Part, and

Raw Petroleuwe Limited a body corporate with heed office at the City
of Toronto, In the Province of Ontario, hereinafter celled the

“Lessee”, of the Second Part.
WHEREAS the Lessor is the registered owner of or is entitled to become

the registered owner of en 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 Lawhtos , Province of Ontario, described as follows:
Pt.East Half of Lot 32 Concession 8 more particularly described in Schedule A

containing in all 106.l6acrea, more or ieee (hereinafter called the

“said lands”) subject to an oil and gas lease dated the Øb day of

iJuly”. 19’6, and registered on the Z4th day of Septembw-., l96, in the

‘. Registry Office for the County of as No. 397844.., for the

Township of (hereinafter called “the oil and gas lease”), and

further subject to an agreement of pooling dated January 16th, 1978

end registered as Instrument I .689658....) which lease and agreements

are hereby ratified, granted and adopted again in every reepecti end

the Lessee end Lessor agree again to be subject to their terms for any

further operations for production of Oil & Oan 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 terms und

conditions hereinafter set forth;
WITNRSSBT11 that in consideration of the nqm of

lire Thousand Sa.K.U.uIdrtd ..nd Thnc / ii Ceat
9 ii

n paid tJ

4
/ me34..4g..d) and the further rents, Ynats0aneen’j

ñeri’nafter reserved end 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 rene,sl and extension as hereinafter provided, for

the purpose of injecting, storing and withdrawing gas, natural and/or

1
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crtiflcial, (herejnnjer collectively referred t... as “gas”) within or

from the demised lends;
Yielding .and paying the,qor a clear annual rental at the rate of

Thirty Dollars ($.Y) per acre of the demised lands (the I

payment of the first annual 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 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.l. 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 In, upon, or across the surface lands, to isy 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 an 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 end 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 lends, 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 end may peacefully possess

end 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 shell have installed facilities for storage end/or

utilized the said lends within the first 7 years of this lease.

2
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urthersore, the Le..dee agrees not to exercise its rights to purchase

gas and utilize 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
of 250 lbs. P.S.l.

4. 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 beers 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 asseasmente that may be assessed or

levied in respect of any and all machinery, compressors, equipment,

tanks, structures and works placed by the Lessee in, on, or over the

demised lends.

7. To conduct all its 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

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 Gpecifically 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 dispoaed 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 welihead.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

aforeisen t ioned 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.

3



THE LESSOR AND .d€ LESSEE DO HEREBY HUTUAL. COVENANT AND AGREE

EACH WITH THE OTHER AS FOLLOWS:
12. The Lessee shell have the right at.any time and fron 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 any portion of the demised lands lying within the area

described in Schedule “A”, unless such surrender be for the whole of

the demised lends 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 end 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 fromjhe 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 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 persona, partnerships, associations and other

unincorporated bodies, any of the powers, privileges, rights or

interests demised, granted, leased or conferred upon the Lessee herein

r and may enter into all agreements, contracts and writings and do all

things necessary to give effect to this Clause ,/Ram Petroleuma

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.
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 then 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 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 so 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

4



herein shall prevent ,,e Lessee from and it is h.eby 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:
(a) 12 1/2k of the current market value at the welihead of all

gas commercially recoverable from the demised lands down to

atmospheric welihead 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..hal1 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 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 Rem.

18. (A) . FURTHER PROVIDED the Lessee shall adjust the surface rental

and the “Annual Rental” payable as provided in this lease, prior to

every 6th payment (i.e. Prior to 5th, 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 its successors) for the previous 6 calendar years ending December

31st prior to each adjustment.
lB.(D) The Lessee shell provide the ‘Lessor with written notice of the

quality, quantity and price of gas to be purchased and technical date

supporting its offer. If both the Lessee and the Lessor agree to en

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 Rem.
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 lands within a

gas storage area so designated by law with which the demised lands

form a common storage poe1 or reservoir; and subsequent payments of

such purchase price and storage rental shell be made on the

5
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nnniverBary dates th,..eof.
19.(A) In addition, the Lessee agrees to pay the Lessor the Lessor’s

share, as set out in Schedule “B”, of/Vt of the Earnings from storage

operations under said lands. Earnings are to be calculated on a

yearly basis and payment to the Lessor1s to be made no later than oJ
days after the end of the year. The date of this Agreement in the

first day of the year for the purpose of this nubclause. Earnings are

defined in aubclause 19.(B).This subclause does not apply to gas purchased under Clause 16.
l9..(fl) For the purposes of 19(A) Earnings are defined as gross

proceeds from the sale of gas stored lean the amount paid for a volume

of gas purchased end stored which would account for the volume of gas

sold giving effect to gas used in compression and gas lost through

leal age.

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 10* of the

consideration received or receivable by Ram. Subclauaes 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 “agent1’ 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 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 rt—e4-g-

(40)- h-e-wrs after such mailing.
seAderiThe Lessor does hereby appointof

as his agent as aforesaid end, at address above, and its

successors, as his depository as aforesaid.
j All payments to the depository shall be for the credit of the

Lessor or bin agent, as the case may be. The agent and the depository

shall be deemed to be acting on behalf of the Lessor and shall

ç 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 shell 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 pnnients to another agent or a depository at a

given address which changes will be specified in such notice, provided

6
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however, -that only ne such agent and one such uepository, both

whom shall be resident: In Canada, shall have authority to act

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 those presents or anything

herein contained.

22. All notices to be given hereunder may be given by letter

delivered or mailed, pos age p epaid, and d eased to the Lessor at
..

j/c24// /.t2
and to the Lessee C/O The Manager, Land Department, 435 Exeter Road,

London, Ontario N6E 213 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 nd received by the addressee

seven (7) days after such mailing.
-

of

on

23. If thecontemplated
system, allreferring to

standard of measurement applicable to the transaction

herein is changed by law to the metric or any other

measurements provided for herein shall be interpreted as

their metric or other applicable equivalents.
24. Subject as heroirzbefore provided, this Agreement shall ensure to

the benefit of and be binding upon the Parties hereto and each of

them, their respective heirs, executors, administrators, successors

end., assigns.
-

IN WITNESS WHEREOF the Parties hereto have executed and delivered

these presents as of the day and year first above written.

SIGNED, SEALED ANI) DELIVEREDIn the Presence of:

.vSc

25. CeSSe€ re.eS 1’ (g&tYiJC* LL”(eS
+‘ 4-5;o i;e s

C t- e p /
—r€!I( 1LV fl

of t-ot32_,
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SCHEDULE “A”

All and singular that certain parcel or tract of landlying and being in the Township of Dawn, in the county ofLambton, more particularly described as the whole ofLots 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 right of way of49.5 feet, all as shown on a Plan of Subdivision of theeast half of Lot 32, Concession 8, surveyed for A. Farwellby Henry Smith, and filed for registry on the 10th day ofApril 1866 in the Registry Office for the egistry Divisionof Lambton as Plan No. .5.

2



SCHEDULE E

Percent

9.701

9.701;

45. 149

25.747

9.2768

.4244

100. 000

Cohn & Olive McMurphy
C.D. &J .A.McMurphy

Elc3on C. Knight, Lyle K. Knightand Margaret S. Knight
George Graham

Lyle and Margaret Knight
. Knight

p
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that
Yes we do. Maybe I can just introduce that. We’ve given

the document brief of Un.ion Gas Lisited, the exhibit niaer of B. 7.1.2.

135EXHIBIT NO. 8.7.1.2: DOCUMlT BRIEF OF UWIOW GM Lfl4ITED

MR. SUUQXI: Thank you. So at tab 16 of that exhibit, page 84, andyou can either -- I
can read it to You1 but I think it’s pretty easy to access. Tab 16, page 84 ofthe decision of this Board inE.B.O. 64(1) and (2) from 3u1y 16th, 1982. so about 21 years ago. And thiswas a deciszon on standing.The Board said:

137Those landowners that have agrecmcnts have no standing before thisBoard in this
proceeding, and Union is legally required only to pay the amount ofcoensation required by suchagrents.

138And that’s, in a ñutshefl, our position today. Generally, Union,you’ll find, has not
objected to potential applicants in the Oil City and Bluewater Pools who havenot accepted Union’s first
offer after designation and before in)ection, under section 38 of the Act. ButUniofl objects to those who
have signed binding agrents, have taken payments. and now come forward toseek further additional
corensatieD.

139
It’s Union’s position that the sanctity of contracts in the storagebusiness, the oil and gas

business, is vitally isportant. If written aqreflts are not upheld, then it
throws the storage business
and in fact the natural gas business into chaos. Stability disappears and any
incentive to resolve matters
by contract between parties without constant application to the Boardrequiring determination by the
Board, all that dissolves. And not only does the principle of sanctity ofcontracts provide business and
economic efficiency for UniQa and the landowners and its customers, but forall other ccanies in the
natural gas storage business.

140
If Onion’s laMowner contracts, it there’s no sanctity of contractfor those contracts, thenthe same ppiies to all, other storage _anies. Well. I guess there is onlyOne at this point in time. Butall other stOrage canjes. There’s only one other large one. And that

the rates of all custcmers,
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2IN TILE MA1TER OF the Ontario Energy Board Ac:, 1998,
S.O. 1998, c.15, Schedule B;

AND IN THE MA1TER 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
section 38(3) of the Ontario Energy BoardAct;

4AND IN THE MATItR OF an Application by the landowners
in pools being the subject of proceedings in Board file
RP-1999-0047 (Century Pools Phase U) pursuant to the Board’s
order of February 2, 2000, for just and equitable compensation
for the Century Pools Phase II development under section 38(2)
of the Ontario Energy Board Act;

5BEFORE:

6A. Catberina Spool
Presiding Member

7Brook Smith
Member

a

DECISION AND ORDER

September 10, 2003
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be affected by this proceeding and therefore the Board finds that they are entitled to participate
actively in this proceeding.

I 87The Board expects that, at the conclusion of the proceeding or at another appropriate time, Union
will extend to them an offer which is equivalent to the compensation awarded by the Board to
other applicants.

188
3.13 CoHn A. McMurphy (Edys Mills)

189
3.13.1 Evidence

190
Edys Mills Pool was designated for storage in 1993. Cohn A. McMurphy has a Gas Storage
Lease Agreement with Rain 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 siorage.

191
3.13.2 Union’s Position

P 193
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)

193
3.13.3 Applicant’s Position

194
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 Lajubton
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.

195
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.

196
3.13.4 Board Findings

197
The Board finds that Colin McMurphy is riot 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.

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.

99

3.14 Marie Katherine Snopko (Edys Mills)

200

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
Gas.

202
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
would occur to the end of the 1993 calendar year.

203

3.14.2 Union’s Position

204

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).

205

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.

206

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.

207

3.14.3 Applicant’s Position

208

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 negotiate with her as part of a joint bargaining group consisting of
landowners in Lainbton 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
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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.

21(1
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 (Transcript, 932 to
934).

2)1
3.14.4 Board Fmdings

The Board finds that Mrs. Snopko has full standing as an applicant on the issue of well payments
212

and is eligible for an order of compensation by Board on that issue.

21)
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.

214
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.

215

The Board finds that there is no agreement on the land rights aspect 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.

2)6

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.

2)7

3.15 Donald & Karen Kabbes (Waubuno)

218

3.15.1 Evidence

219

The applicants hold 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, 2004
RECEt’

AUG 23 2OO
Eldon and Ellen Knight r,T

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 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 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 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 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.

P0 Bo’ 2001 5OXeii Dnve North Chatharr ON NM 5M1 tel iQ 352 3100
Urn Ga rnted



Page 2
Eldon & Ellen Knight
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 $2020 (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,

Tom Edwards
Coordinator, Storage Petroleum
& Natural Gas Leases
Toll Free: 800-571-8446 Ext. 2198
Cell: 519-365-0752

End.

CPI defined as the most recent Consumer Price index expressed as a fraction, as published by Statistics Canada forthe penod of July 1 to June 30 annually



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. 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 I 7 day of ti 2004

LKndowner Landwner
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July 15, 2004

Lyle and Margaret Knight
P.O. Box 179
Oil Springs, Ontario
NON IRO

Dear Mr. Knight:

Re: Offer of Jncreased 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 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 I 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 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 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.

P0 Bo 2001 50 Xcii Drive North. Chathrn, ON N7M SMZ tel 519 352 3100
Ltntnri (is Iruiid



Page 2
Lyle and Margaret Knight
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 $441.41 (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 3l, 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,

AL—C

Tom Edwards
Coordinator, Storage Petroleum
& Natural Gas Leases
ToIl Free: 800-571-8446 Ext. 2198
Cell: 519-365-0752

End.

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



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 3 1st, 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 /1 2004

7)1 A

Indowner4 I Landowner



Lyle and Margaret Knigbt
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 /7 day of A 2004

/
1 Landowne! - 0 Landowner “
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ôCE1VEDJulvl5,2004

LANDS DEPEldon, Lyle, and Margaret Knight
P.O. Box 179
Oil Springs, Ontario
NON IRO

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 GasLimited (“Union”) to our storage landowners or mineral rights holders for rights granted to orenjoyed by Union.

At the presentation of the settlement proposal before the Ontario Energy Board, Union’sCounsel advised that Union would offer that “precise level of compensation as it producesmoney in the hands of the applicants, will be made to everyone else”. This offer is beingextended 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 LeaseAgreement (page 2, paragraph I of the agreement). All other clauses and conditions in theoriginal agreements remain in effect.

This new payment stnicture represents just and equitable compensation for storage rights for theperiod 1999 through 2008 and reflects the settlement agreement approved by the Ontario EnergyBoard in its Decision and Order in March 2004 and covers all claims for compensation thatwere 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 applicablefacilities on your property:

• Annual lease payments for inside acres (defined as an acre within the boundary of adesignated 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 186.16acres.

P0. Box 2001. 50 Ked Drtve North, Chatharn, ON N7M 5M3 tel 519 352 3100Umon Ga Limited



Page 2
Eldon, Lyle and Margaret Knight
July 15, 2004
Re: Offer of increased Compensation

Annual payments for Roadways (those represented by executed roadway aeements orleases), for 2005 will be £82500 plus the lesser of CPI or 5% per acre of roadway, suchamount being for the lease of land for facilities and in respect of all damages, includingdisturbance, loss of opportunity, and crop loss. This payment will be for 2M acres.
• For each of the years 2006 to 2008, the current payment shall be increased by an amountequal to the product of the current payment and the lesser of CPI or 5%, which total shallthen become the current payment for the next year.

• For the period 1999 to 2004 Union will pay you $2,394.0141 (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 copyof it to this office by July 31st, 2004, whereby this shall constitute a binding agreement asbetween the parties for any and all of your properties. If you do not sign the agreement, Unionwill continue to pay you at your current rates.

Union will compensate you for the 1999 to 2004 payments within 45 days of your execution ofthe agreement below.

A self addressed postage paid envelope is enclosed for your convenience. If you have anyfurther questions please contact me at the numbers listed below.

Yours truly,

Tom Edwards
Coordinator, Storage Petroleum
& Natural Gas Leases
Toll Free: 800-571-8446 Ext. 2198
Cell: 519-365-0752

End.

CPJ defined as the most recent Consumer Price Index expressed as a fraction, as published by Statisncs Canada forthe period of July 1 to June 30 annually



Eldon, Lyle and Margaret Knight
July 15, 2004
Re: Offer of In creased Compensation

If the terms herein are acceptable please execute in the space provided below and return onecopy of it to this office by July 31st, 2004, whereby this shall constitute a binding agreement asbetween the parties. If you do not execute the agreement, Union will continue to pay you atyour current rates.

Union will compensate you for the 1999 to 2004 payments within 45 days of your execution ofthe agreement below.

Agreed to and accepted this “7 day of 2004

/ ELando er Lan wner

4ct
Landownet1
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January 17, 2005 RECEIvED

FEB (1 2005Cohn A. McMurphy
IAND UEPT.

R.R. 1 2, 2017 Pantry School Road
Oil Springs, Ontario NON 1PO

Dear Mr. McMurphy:

Re: Offer of Increased Compensation

This letter is to advise you of new rates of compensation that are being offered by Union GasLimited (“Union”) to our storage landowners or mineral rights holders for rights granted to orenjoyed by Union.

At the presentation of the settlement proposal before the Ontario Energy Board, Union’sCounsel advised that Union would offer that “precise level of compensation as it producesmoney in the hands ofthe applicants, will be made to everyone else”. This offer is beingextended to you further to that advisement.

Changes to the current gas storage lease and P&NG agreements must be based on the mutualagreement of the parties. If you do not agree with the proposed changes in the compensationsections of your agreements, Union will continue to compensate you as per the conditions in theexisting agreements.

The proposed changes only affect the annual compensation clauses in the Gas Storage Leaseagreement (page 2, paragraph I of the agreement) and P&NG agreement (page 2 numberedparagraph I). 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 theperiod 1999 through 2008, reflects the settlement agreement approved by the Ontario EnergyBoard in its Decision and Order in March 2004.

The following are the terms of the offer being extended by Union to you for the applicablefacilities 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 for petroleum and natural gas rights. In thisregard “Union” will be making this payment for 150 inside acres.

• Annual lease payments for inside acres (defined as an acre within the boundary of adesignated storage area) for 2005 will be $72.38 plus the lessor of CPI or 5% per acre,such amount being for the lease of storage rights, in this regard “Union” will be makingpayment for 40 inside acres.
Page2

PD. Eo 2001, 50 veil Drive Nc’rth, Chatham, ON N7M 5M1 tel 519 352 3100Unirn Gas Iimited
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Apni 23, 2004
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LAND,s DEPT

Marie Katherine Snopko
Box 1276
Petrolia, Ontario
NON IRO

Dear Ms. Snopko:

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 tights holders for rights
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 retlects 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 S92.50 plus the lesser of CPI* or 5% per
acre, such amount being for the lease of storage, and for ptroi€um and natural gar
-fht

- +
• Annual lease payments for outside acres (defined as an acre of land on a property

sever.d by a boundary of a designated storage area leascdby Union) for 2005 will bc
S27.79 plus the lesser of CPJ or 5% per acre, such amount being for the lease of
storage, anc for petroleum and natural gas rights.

• Annual payments for weltheads (including both injection/withdrawal wells and
observation wells) for 2005 will be S 1,050.00 plus the lesser of CPJ or 5% per
welihead, such amount being for the lease of land for facilities and in respect of all
damages, including disturbance, loss of opportunity, and crop loss..

• Annual payment for Roadways (those represented by executed road vjgreements
or leases), for 2005 will be 5825.00 plus the lesser of CPI or 5% peaé6f 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

PC Bo 0”! 30 e I e \ori C’&arr O\ \ M 3M’ e 5’g 2
L ‘ oi G s L mted



Page 2
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 tc 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 51,567.34 (plus GST if applicable).
This amount represents an increase over amounts previously paid by Union.

• After 2008 Ieves 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 12th,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,

Tom Edwards
Coordinator, Storage Petroleum
& Natural Gas Leases
Toll Free: 800-571-8446 Ext. 2198
Cell: 519-365-0752

End,

CPI defined as the itost recent Consumer Pnce Index expressed as a &-acncn. as published by Statistics
Canada for the period of July 1 to June 30 annually



Page 3
Marie Katherine Snopko
April 23, 2004
Re: Offer of Increased Compensation

If the terms herein are acceptable pease execute in the space provided below and return
one copy of it to this office by May 1 2 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_________ day of 2004

Av ‘47
l Mr’J t/rtPI41
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This is Exhibit “V” to the
Affidavit of WAYNE MCMURPHY

Sworn October z, 2008

Commis”

Murin Rtz, Comrnswner, etc,
OJBIJ of Lambtan, for the Governmn1 of O

rnstry of the Attorney General
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March 28. 20t)?

Eldon Gordon Knight
Ellen Mane Knotht
R. R. #2
Oil Springs. Ontario NON I P0

Dear Mr. & Mrs. Knight

Re: Offer of Increased Compensation — File #19758This letter is to advise you of new rates of compensation that are being oflred by I tnion Gas

Limited (tJnion’) 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 20 13 and reflects a settlement agreement reached with the Executive of the Larnhton

(‘ounty Storage Association (LCSA). A letter of endorsement signed by the L(’SA negotiating

committee is attached.

The following are the terms of the offer being extended by Union to you for the applicable

b l’acilities on your properly.

I. Annual lease payments for inside acres (defined as an acre within the boundary of a

designated storage area) for 2009 will be $1 13.10 per acre such amount being fr the

lease of storage. and for Petroleum & Natural Gas Rights.2. 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) fir 21)4)0 ill he

fl9( per acre, such amount being tr the lease of’ storage. and fir petroleum and natural

gas rights.

3. Annual payments for wellheads (including both injection/withdrawal wells and

observation wells) fir 2009 will be Sl.283.97 per wellhead. such amount being fir the

lease of land fir facilities and in respect of all damages. including disturbance, loss of

opportunity, arid 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 fir which Union is liable.
4. Annual Payments for Roadways (those represented by executed roadway agreements or

luses) fir 2009 shall be SI.0O5 per acre of roadway. such amount being fir 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

i1) B iioi, fl flrh- \rth, (Jih,ii, (;. N7M M1 wwwtIilioliga’, nn

JH’ fl I

2,%2



LflIOfljl
I ‘‘rs o

Page 2
Re: Offer of Increased Compensation

for additional damages hich have arisen or arise as a result of the changes to pertinent

Acts and bylaws enacted since 201)4, and iir which Union is liable.5. The above annual payments tir 201)9 have been determined by using a (‘Pt rate in 200X

per the current agreement estiniawd at 2% and for 2009 an increase ot’ 10% plus (‘P1

currently estimated to he 2%. lithe (‘P1 rate is greater for either year, the rate will he

adjusted upwards accordingly.
6. For each of the years 20)1) to 2013. the current payment shall be increased by an amount

equal to the product ol’ the current payment and the CPI. which total shall than become

the current payment for the next year. (‘Pt is delined as the most recent Consumer Price

Index expressed as a fractional increase over the prior year. as published by Statistics

(anada for the period ol’ 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.
7. This term of this agreement shall he live years. i.e. January 1. 2009 through E)ecember

3 I. 2013, at which time the parties have the right to renegotiate the terms and conditions

of this agreement. In the event that the parties cannot agree on compensation at that time.

payments in the amount of the then current payment plus CPJ 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 olihe Ontario Energy

Board Act, 1998).

8. Upon execution of the individual oilers by 75% of the landowners who each hold a

storage with t1nion f’nra minimum ot’25 acres ot’ land, their offer letters shall then

Constitute binding agreements with Union tir these properties.9. tipon execution of the individual oiler 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 S 100.00, payable within 30 days. In your particular case this payment

will be S 100.00.

JO. Upon execution of the individual of’fr letters by 90% of the landowners who each hold a

storage lease ith Union tiir a minimum ot’25 acres ot’land .all landowners who have

signed their oiler letter shall receive an additional signing bonus equal to 2.5% of their

21)07 payment payable within 34) days. In your particular case this payment will be

550.00.

1,1 th 1111. ii) Ki )i fJtih. it,ii.lI), UN,i s



Page 3
Re: Offer of Increased (‘ompensation

If the terms herein are acceptable please sign in the space provided on the last pace of this fetter

and return one copy nithis letter to this ottice by April 30. 2007. Failure to do so ill result in

the new Terms. including any signing bonus not being provided to you.A self addressed postage paid envelope is enclosed flr your convenience.iiyou have any further questions please contact me at the numbers listed below.
Yours truly.

mm Edwards
Coordinator. Storage, Petroleum &Natural (ins LeasesToll free: 1-800-571-8446, ext. 2198(‘eli: SI 9-365-0752

Enc I.

ii). Ji’ _niii, 11 I)rvr \,rih, ( i n, i)N, N:1 N1I jvw
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Re: Offer of Increased (ompensation

lIthe crms herein are acceptable please execute in the space provided below and return one copy

to this oFfice by April 30. 2007.

Agreed to and accepted thisday of

_____

2007

faridovner / .

l.andm ti

PD. Box 2QO, 50 eit Drive North. Chatharn, ON, N7M 5M1 wwwunongascorn

tJrnon Ca Limited
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This is Exhibit “W’ to the
Affidavit of WAYNE MCMURPHY

Sworn October 21, 2008

Commissr

err Murfrj Ratz, Commss,r etc.,ounty øf L.ambtan, for the Governnwjnt of 4 4MJnfstry Of the Attorney General,
My 6, 2P”n
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March 28, 2007

Lyle Kenneth Knight
Margaret Sharon Kn,ht
5090 Aniline, &x 179
0l Springs. Ontario NON lPO

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
(ounty Storage Association (L(’SA). A letter of endorsement signed by the LCSA negotiating
committee is attached.

The following are the terms of the offer being extended by Union to you for the applicable
facilities on your property.

I. Annual lease payments for inside acres (defined as an acre within the boundary of a
designated storage area) for 2009 will be SI 13.10 per acre, such amount being for the
lease of storage, and fbr Petroleum & Natural Gas Rights.

2. Annual Lease payments for outside acres (defined as an acre of land on a property
severed by a boundary of’a designated storage area leaced by Union) for 2009 will he
533.96 per acre, such amount being for the lease of’ storage, and for petroleum and natural
gas rights.

3. Annual payments for weliheads (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 ot’all damages. including disturbance, loss of
opportunity, and crop loss. Union will agree to pay fbi- 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.

4 Annual Payments fbr Roadways (those represented by executed roadway agreements or
leases) 11w 2009 shall be $l.008.85 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. Union will agree to pay

I’( I tt’ !Oi) I ‘il) kr;t t)n,- NsIrIIl h;lih.in. oN, N 7M SPvII www In iungs on
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Page 2
Re: Offer of Increased Compensation

for additional damages hwh have arisen or arise as a result olthe changes to pertinent
Acts and by-laws enacted since 2004, and for which Union is habit.

5. The above annual payments for 2009 have been determined by using a CPI rate in 2008
per the current agreement estimated at 2% and thr 2009 an increase of 10% plus (‘Pt
currently estimated to be 2%. If the (‘P1 rate is greater for either year, the rate will he
adjusted upwards accordingly.

6. For each ot’the years 2010 to 2013. the current payment shall be increased by an amount
equal to the product of the current payment and the (‘P1. which total shall than become
the current payment for the next year. C’Pl is detined as the most recent Consumer Price
Index expressed as a fractional increase over the prior year. as published by Statistics
Canada for the period oIJuly I to June 30 annually. Please see the attached Schedule
“A” as an example of future payments. subject to liiiure Consumer Price Index Rates.

7. This term of this agreement shall be five years. i.e. iinuary 1.2009 through December
31. 2013, at which time the parties have the right to renegotiate the terms and conditions
of this agreement. In the event that the parties cannot agree on compensation at that time.
payments in the amount ot’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 Hoard determine future compensation (per Section 38 of the Ontario Energy
Board Act, 1998).

8. Upon execution of the individual offers by 75% olihe landowners who each hold a
storage with I ininn thr 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 ot’fer letters by 75’> of the landowners who each hold a
storage lease with tinion 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 S 100.00. payable within 30 days. In your particular case this payment
will be S 147.89.

10. Upon execution of the individual offer letters by 90 of the landowners who each hold a
storage lease with Union for a minimum of 25 acrc% of land . all landowners who have
signed their oiler 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.

2lii1 t) K.’i EJrv,’ Nirih, ON. N”i.1 5M1 Iniuug..
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Page 3
Re: Offer of Increased Compensation

lIthe 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. 207, 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 meat the numbers listed below.

Yours truly.

Tom Edwards
(‘oordinator. Storage. Petroleum &
Natural Gas Leases

Toll
free: 1-800-571-8446. ext. 2198

Cell: 5)9-365-0752 -

End.

‘() keJ t)r N;rrti (taI1,H. ON. N7’4 ‘?4i W%4W it itflCI.
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Re: Offer of Increased Compensation

lithe terms herein are acceptable please execute in the space provided below and retun one copy
to this oflice by April 30, 2007.

Agreed to and accepted this 3 IL day of / .2007

P.O. box 2001 50 XeI Ori North, Chatham ON N7M 5M1 www.uniongs corn
Union (‘as yr ci
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This is Exhibit “X” to the
Affidavit of WAYNE MCMURPHY

Sworn October , 2008

Commissio

Ktiria Ratz, Commissioner, etc,
cunty of Lambtcrn, for the Government f O-r
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March 28. 2007

Eldon Gordon Krnght
Lyle Kenneth Knight
Margaret Sharon Knight
5090 Aniline, Box 179
Oil Springs, Ontario NON IPt)

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 Lamhton
(‘ounty Storage Association (LC’SA). A letter of endorsement signed by the LCSA negotiating
committee is attached.

The following are the terms of the offer being extended by Union to you for the applicable
facilities on your property.

I. Annual lease payments for inside acres (defined as an acre within the boundary of’ a
designated storage area) Ibm 2009 will be SI 13.10 per acre, such amount being fur the
lease of storage. and for Petroleum & Natural Gas Rights.

2. Annual lease payments for outide acres (defined as an acre of land on a properly
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 petroleum and natural
gas rights.

3. Annual payments for weliheads (including both injectionJwithdrawal wells and
observation veIls) for 2009 will be S 1,283,97 per wellhead. such amount being fuir the
lease of land fur 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 as a result of the changes to pertinent Acts and by-laws enacted since
2004, and for ‘hich Union is liable.

4. Annual Paymeni’ fur Roadways (those represented by executed roadway agreements or
leases) fur 20(J) shall be $1,008.85 per acre of roadway, such amount being liii the lease
of land fur facilities and in respect of all damages, including disturbance, loss of’
opportunity and crop loss. Union will agree to pay

P1> B’ ..i)Ot. ‘.ii .‘iI flv.’ Nuith (h iihHm, ON, N7M i.tl ing,t
1 1 ,. i
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Re: Offer of Increased Compensation

for additional damages which have arisen or arise as a result of the changes to pertinent
Acts and hy-la’s enacted since 2004. and for which Union is liable.

5. The above annual payments for 2009 have been determined by using a (‘P1 rate in 2008
per the current agreement estimated at 2% and for 2009 an increase of l0°4 plus (‘P1
currently estimated to he 2%. lithe C’Pl rate is greater for either year. the rate will be
adjusted upwards accordingly.

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. (P1 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.

7. This term of this agreement shall be five years. i.e. January 1, 2009 through [)ecember
31, 2013, at which time the parties have the right to renegotiate the terms and conditions
of this agreement. 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 I Jnion for a minimum of 25 acres of land. their offer letiers 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 S 100.00. payable within 30 days. In your particular case this payment
will be $807.94.

lO Upon execution ol’the individual offer letters by 90% 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 an additional signing bonus equal to 2.5% of their
2007 payment payable within 30 days. In your particular case this payment will he
$403.97.

Uf 3. ti .fIUt, 3J t it i)riv.- .‘hirili. (h,iIti,i)i. oN, N%1 ‘M I W’i.IIiiflU’.
I (1 1 .i



•o. LflIOfl}
r. rg (1J.)

r..

Page 3
Re: Offer of Increased Compensation

lithe terms herein are acceptable please sign in the space provided on the last page of this letterand return one copy of this letter to this oftice by April 30. 2007. Failure to do so will result inthe 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 luriher questions please contact me at the numbers listed below.

Yours truly.

Tom Edwards
(oordinator, Storage. Petroleum &
Natural Gas Leases
Toll free: 1-800-571-8446, ext. 2198
Cell: 519-365-0752
End.

Ii, ii*i. ‘tJ Kil ‘ir)h (h Iin. ()‘J. N71 )11 4W’W Lwnga..
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Re: Offer of Increased Compensation ‘i,uS DEPT.

lithc terms herein are acceptable please execute in the space provided below and return one copy
to this office by April 30, 2007.

Agreed to and accepted this J day of f 2007

__

t64J’

P0 Box 2001.50 Ke! Dme North, Chatham, ON. N7M 5M1 wwwuniongascom
tJmor Cs Lmuted
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Court File No. 502 1/08

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

1, WAYNE MCMURPHY of the Township of Dawn-Euphemia, in the Province of
Ontario, MAKE OATH AND SAY:

I am one of the plaintiffs in this action and as such I have knowledge of the matters to

which 1 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. Two Petroleum and Natural Gas Leases (“PNG Leases”) were not included in my initial

Affidavit that I feel are relevant to this motion. The PNG Leases are attached to this

Affidavit and marked as “Exhibits A and B”.



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. 1 swear this affidavit in support of our defence to Union’s motion for summary judgment

and for no other or improper purpose.

Sworn before mc at the )

1WAYNE MCM flY

A commis ncr etc.

a Cmrnissnne. e’...

County of Lambton, tin the Govomunini in C

Mtntstry of the Attorney GeneraL
Exutrr’i y 6, ‘
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Tbis is Exhibit “A” to the
Supplementary Affidavit of Wayne McMurpby

Sworn October 2OO8

47Z

CommissW

I’rrna Puria Ratz, a Cammnsr n
Jr ty ef Lambton, for the Governr, C

rnistry of the Attorn y ( rn

J73
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.arhet rioe therefor at the point of ureant in
on tao day it is run to the pipe Jn.aa or or-. •.:a.
The Lossee uill cee 1ooe sh.n; corrcct.y the cuzeitat:
of all crude ci]. or all natural ns roducoc., and
.sark.tecj fro..L the r.id land, bch eooz th .orcr r
aeat sha.ll have the riGht to ins cet as all rencil h;c.

4. The Lessee azree not to drall a :ell within TJ
) (2JJ’) of any rcciaoncc or ra :nci isac.
the r;tea consen; of the er-cr. es: ZI r
)C linoc lo’.: three foot (5’ aI tlj
sale e lance in Good rc.i: d c•o..cn.:c ;..e

for any Laae cone by ..Ca1abe or 0;
iJe lines.
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5. hc ctoor covnait scL t :11 r,
ato d azr.eoa..e:i;s ace or _.i;; t..o ic
mac, o’ri.ec hocver, that thc oc anll •‘ :.y
iacro:0c z e tzz, rntcc tit
or izc Ia recect of nay Ircio..cato thc:: the

oahe o:i the said nad the .cce oaoll n2.o
all tc. uhlch aa oe _.nde or i.. Vitil rocct tJ
wello, i)e liaer or other ox.r u.pon or
iintnin.c said 1c he 2.czce.
6. I the event that oil or as s fo nad he thoi,ecsce juIld ond ita.n a 2nt..:ry i llai.io.i, forwhich tre the essr arec to 1cne no; lao thnaone (1) acre aad not more thi to 2) acres to theLessee at a rental not c,ceedin: ;_ ‘I$TY

l5J.JO) zcr ana. he onid nalltioa
chall e loc:tcd In corner of lot of the Lessor. he esceto nintain the said mt lotion i. the lon lcocctherewith ia .,ood Co ition t eL. times cnd to cjrrect
any atirfactory or iztly CoI tjoi LIU.Ch .ay befound thereon .r the Looser, wno shall be cnttlod toine:cct it nt any time.

7. If ccc be necessary at wei. locations to reveitlivectoch from havin access thereto, the cc...e will beprovided b.’ the eseeo, and if the o.erotiona of tueLesce nececitate pacra.e throuui an e:istina fence,sates sa11 be ,rovidec or ?aid for by the

L. vhile or :cila are ein driiled 0.1 t1w naidland, the eccor shall .e entitled t. have accors to thedri2.ii ris and to ezine cores nad to e const.Lte nadjnfor.ied when a wol.i. is odkit iat 2rachctien or is aoouto be cl.oed.

9. In the event that no crude oil or natural . shallhave ota robiice ad sold duriab ;ht. ytar, thia .Jr.:tshall be t .aated 13 aonths fr the date ha-ce nac ta..Lessee deliver to the Le:sQr a .rtue clo o atheir riht u..der taio cc..ioat.
1J. In hc. cvcn t.at crnd oil a. s .a1l .ocee prothic .d ond cold wthia oac jcar fr tac ch .c
tae dL .::o o. this eat ohJL .c rae; ed fro.. e r

as .s rroductioa ad o; cruc oi
ce.:;.....a...c. .j)Oa the ;roaueie.: •o. ca

s a... - fo- a .. ..
t..ir ‘re ...:r ....

aotiC .‘ tuC .) z:; tao , .a_C .
t...:o oii...c; tea (la; onie nat..r .at..c•.., . o_ I: .ae
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t te r 3:. L.

ro1co i.. to CL.ict i- -o v.ja
&ic 1aid is

11. tic cvcnt thrt tis r._c,t c..l .,ccr1
to he zoi;:.1 f ;5.3)

per acre rovidcd or in par.rah 1. o’ t.ic t;c..t
zLail iot c ra1e i the Z(iCdi O i7 zucc f.r.

12. ay a1e of :torae rits ..e y he eor i1 .o
ijct io the L’urcher areI t c.rZe ti

cooc for the value o t1w

j3
I; is heroy dec1are ci ., reed th; the o :e

seo unoer this areee.t r aj :.tCJ. theeof uj o:
e sold, traasferred aesi,iied or cvey. t aty other
oercoa without the iritten coaoett o the Lessor.

14. This reesent is acle suj act ;o the ,rvisiis o
an’ statute of Canada or Oatari a21icle thcrto d
any rouJ.ations Jzade pursuant to such tate.

“i4 Ie5S /,;4i7 14y ,,oc
4Ma ,ti 7#,0r jrs,ei-.c

:a. ‘t.
74’4P fc -pF’e

r.’

y,9 47 -*d”( O4 7#4
Le-4’c li-i >‘-‘ ‘‘

79I 4’-4 -‘ 4€”_ 0Y

I2 !l2ES3 tio artios ho’cto bae oxecut t:

rroczcnt on tkie d.ate izt uriton, .D fize their zc1..
szG:zD,rD : 9fl ‘?
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AGREEMENT OF LEASE madt tis - day of S’fl A.O. 19 7’

BETVtEN ‘ ,ivQ oLivi /ft’f1 r
oF T$ cE A yie Lvrr C 6f1ii57c

/ Awa 0N?’Vfl/O

- 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 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 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 of this

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

ri#’ £lSsTt i.”7S 35)3w LeNcgr,,g
ikAc

F’IVD ?*C Pi4’7- D!Sc.4SKØ “V

,#,i, t, ‘‘ £‘ P i. T .32 Cc’ gCi.fs-1,‘v C1 /o ,

$‘rM.-jSr DF &T 73 c Csj,aV ?
Tc’vs,j,,

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
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, incTudinq the
riqht to pull all casinq.
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the Parties agree that any renewal on a yearly basis ip 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:

1 The Lessee shall pay to the Lessor on the execution of this &

agreement the sum of ‘DOLLARS ($) per acre in consideration “

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 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 Lessees1 entry and the
conducting of prospecting operations.
(ii) On or after commencement of drilling operations
the compensation shall be the value of damage to
crops and improvements then growing or
land,together with a payment of ONE HUNDREDDOLLtRS
($l.OO) 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-
eighth (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 ft is run to the pipe
line or storage tanks. The Lessee will keep books showing correct
ly the quantity of all crude oil 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 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
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.
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5. The Lessor covenant and agree to pay all taxes, rates and

assessments made or imposed against the said land, provided

hoever, 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 said land by the Lessee.

6. In the event that oil or 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 one (1) acre and not moregk

than two (2) ,cr,p to the LJgeat a rental not exceeding

HUNDRED AND Y DOLLARS ($) 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 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 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 deliver to
the Lessor a written release of all their 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
as production and sale of crude oil 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
ternitnated 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 Office for the Registry Division in which the said land is
situated.
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11. In the event that thf agreement shall have been renewed as
.7

aforesaiu, the rental of .JE DOLLARS ($) per acre provided

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

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

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 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 withheld.

IN WITNESS WHEREOF the parties hereto have executed this

agreement on the date first written AND affixed their seals.

SIGNED, SEALED AND DELIVERED )
in the presence of: ) - -

47.

RAM PETROLEUMS LIMITED
1.

Per: ‘.L .

Per:_
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AFFIDAViT OF sunscnrntx. W1TNES

1 7. 4/?

of the C..A’,4’Sd’I O

i the c’ r ‘

c’ r

I am a suheenhm witness to the aflached mstrument and I was present and saw It esecuted

-- 11
, r

QA1VJ lf

I verily believe that each person whose signature I witnessed Is the perty of the same name referred
to in the instrumeaL

SWORNbefEwemeatthe
€‘ ••‘

.- I
in tt iiuJ ,r,L, *r

this 4’ dnyof +y 1976

IYWE s ff ai at least eighteen yeass old

St$b .e
bir I was married / V

e4iv,! ii 1g1’ift, y wile jiisan

We ere married to each other.

We held the lard as Joint Tennr*i

(SEVERALLY) SWORN hckre mc at the

c.L,NT r “ :

Fin the ‘7N

Iic) 74this /Zdavof pii?

:.a,:L

a t

/_ ?

.s_ Oi.t..,i.

:2”,2,c.

UEYE 0* iNC TOWNWIP

Whiw . ..iv 4 ..kk wd th , pt5 4 4 .d’l
.fl ffi, 4iflU d h.a .ead t 1.4. 1. sepr’d Mly I W Wh .,-w,4 .,.k .1

%1 ‘Y....w . ilo...yl .. .i4 (.*w .1 iiTi f ‘...l .lare ‘2 fl4i him th 4..am
*.we I .w.d I..., ..Skml*cd I. t*ifr t% 4mi.....t m ø.

AFFiDAVIT AS TO AGE AN!) MARITAL STATUS

1WE
sr1 1)t.4I,(•9IifY

Od&i/J ,
,1c,1.,.,,,1 Y

of the T s’3iItP

inthe C.-IT’r 01

make oath and
•

lfl r When ‘ i eicecuted th. attached instrument,



c’cd1o “

PL;TY: Sublots Ninety—three and ninety—four (93 & 94)
according to Plan Two (2) for the said Township, and the south

four—fifths of Sublot Siity—one (6].) according to ?lan Two

(2) for the said Township in subdivision of lot Thirty—four (34)
in the ghth Concession of the said oimship contginin by
admeasUrziett Polrtoen.((141)acres noreor less;
S3C0DLY: In the ownof Dc.n, in the co4ty of Larnbton, and
being cornposed of uolots Ninety—five, ninety—six, ninety—seven,
one hundred twenty—one, one hundred twenty and one hundred and
twenty—two (95,96,97,121,120,122), according to Plan Two (2) for
the said Township, ali in the subdivision of Lot Thirty—three (33)
in the Eighth Concession of the Township of Dawn containing by
adeasurment Thirty acres (30);
T!IRDLY: In the Township of Dawn in the County of Lambton and
being co.inosed of that portion of the roadway extending from the
west hit of the Eighth Concession (8th) to the east unit of
the ighth Concession (8th) and lying between lots Thirty—three
and thirty—four (33 & 34) in the said concession of the Township
of Dawn, iore particularly described as follows: C03NCING at
the north—east angle of lot Ninety—four (94) according to 2lan
Jo. Two (2) for the êaid Township of Dawn: Ti!CE northerly in
the production of the east limit of said Lot Ninety-four (94) to
the south—east angle of Lot Number Sixty—one (61), according to
said Plan No. wo (2); ThDNCE westerly along the south limit of
Lots Nurabera 5ixty—Cae and Sixty—two (61 & 62) being the north
limit of said road allowance, to the sout..—west angle of said Lot
Sixty—tao (62): T2ZCD Southerly in the production of the west
limit of said Lot Number Sirty—wo (62) to the north—west angle
of said Lot Number Ninety—three according to said Plan No. Two (2)
T-EiCE easterly along the north limit of Lots Ninety—three and
1inety—four (93 & 94) being the south limit of said road allowance,

:::.: place of beginning.
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