Comment Matrix: 2017 Updates To 2000 CAPL Property Transfer Procedure (July 19, 2017)

Clause

Comments And Responses

General

General-Document
Scope

As a further comment, an electronic copy would make it a lot easier to review this draft,
in order to search electronically for certain terms/provisions. (Company B)

Response: There is apparently an ability to do a search on the PDF version. In order to
retain the integrity of the CAPL document, it is not CAPL's practice to make Word
copies available for review.

Shift of Content
from Head
Agreement
Shift from
Transferor and
Transferee
references
Reduction in

number of elections

Likely modifications
of timing and
financial thresholds

Flexibility in use of

Schedules

General Format- | Prior to the definitions section add "/Among" after "Between" to address the
Text and | circumstance where there are more than two parties. This is also the case for the
Annotations exhibits. (Company B)

Response: While there will be circumstances in which there will be more than one
Vendor or Purchaser, that will be an unusual situation, and the dynamic is the
relationship between the Vendor and the Purchaser. Looking at the literature (e.g., Ken
Adams on drafting guidelines), it appears that "between” is the correct drafting
convention in the context of the PTP.

One of the questions that arose during the internal review was why there wasn’t a
numbering system for each Definition under Sec 1.01 — is it awkward to
reference/provide comments on a particular definition without a Sec 1.01 preface?:

A.Abandonment and Reclamation obligations
B.AFE
C. Affiliate, etc. (Company B)

Response: For context, there are relatively few cross-references to Clause 1.01
included in the document.

This has been handled relatively easily in the document through use of references such
as “Paragraph (i) of the definition of Title and Operating Documents in Clause 1.01.”. In
providing comments to another Party, they will know that the definition is in Clause 1.01,
50 a comment on that Paragraph would be to Paragraph (i) of the defn of Title and
Operating Documents.

This type of construction has been used without objection in the 2007 and 2015 CAPL
Operating Procedure, the 2015 CAPL Farmout & Royalty Procedure and the pending
PJVA-CAPL 2017 Pad Site Sharing Agreement.

One of the reasons that this approach was used was because of the negative impact on
cross-references in the document if users were to add or delete definitions in their own
customized Agreements. The suggested approach would require a correction of each
individual cross-reference in the PTP, where the current approach does not require any
change of the cross-references unless the numbering of the specific Paragraph
referenced in the cross-reference has been modified as a result of a custom change.




Clause

Comments And Responses

Article 1.00

Definitions And Interpretation

1.01-Def'n of
Abandonment and
Reclamation
Obligations

1.01-Def'n of AFE

1.01-Def'n of
Affiliate

1.01-Def'n of Asset
Exchange

1.01-Def'n of
Assets

1.01-Defn of Base
Purchase Price

1.01-Defn of
Business Day
1.01-Defn of | Closing Time — | think “upon agreed” should be “agreed upon”; (Company C)
Closing
Response: Modified.
1.01-Defn of
Closing Time
1.01-Defn of
Deposit
1.01-Defn of
Effective Date
1.01-Defn of | The failure to include specific environmental defects provisions in the current regulatory
Environmental environment is problematic. An inclusion with an ability to exclude in circumstances
Liabilities where it is not relevant would be more appropriate in my view. (Company B)

Response: Our response is similar to the response provided on a similar comment on
the prior draft.

The contemplated Environmental Defects structure is typically used in the context of an
environmental review process quite similar to the threshold approach used in Alternate
2 of Subclause 8.02B. The structure contemplated in the comment tends to be used
more commonly on Transactions with a value or level of complexity very different than
the typical Transaction for which the PTP would be used in practice. Provisions such as
that contemplated also tend to be 2-3 pages long, where we are already sensitive to the
length of the PTP when trying to build a broad base of industry support for the
document.

That structure had not been included in the 2000 PTP, and we are not aware that it has
been an issue for the users of the 2000 PTP for the circumstances in which that
document has been most typically used.

The environmental review process contemplated by the PTP will ultimately depend on
whether optional Article 8.00 is selected to apply.

If it is not selected to apply, the Parties would attempt to negotiate a resolution of the
concerns before the P&S Agreement were executed.

If it is selected to apply, the Purchaser would typically include an additional condition to
Closing to address the matter, as noted in the annotations on Paragraph 10.02(d). For
Transactions for which the PTP is likely to be used, the most typical condition would be
a simple one that provided the Purchaser with the choice to proceed or to terminate the
Transaction. As noted in the related annotations, that type of condition would typically
be structured to provide the Purchaser with a condition to Closing that it was satisfied,
acting reasonably, with the environmental condition of the Assets.

That being said, we agree that some users might choose to combine that condition with







