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I OPERATING AGREEMENT 
2 
3 THIS A G R E E M E N T entered i m n hv anrt hprwiw> B U R L I N G T O N R E S O U R C E S O I L & G A S C O M P A N Y 

-4 — hereinafter designated and 

5 reterrts to as ' Operator ". and the signatory party or parties otner tnan Operator, somenmes hereinaiter reterreri to individually herein 
6 as "NcnOperator". and coliecaveiy as "Non-Operators '. 

8 WITNESSETH: 
9 

10 WHEREAS, the parues to this agreement are owners of oil ana gas leases and/or oil and gas interests in the land identified in 
I I Exhibit " A " , and the parues hereto have reached an agreement to explore and develop these leases and/or cii and gas interests for the 
12 producuon of oil and gas to the extent and as hereinaiter provided. 
13 
14 NOW. THEREFORE, it is agreed as follows: 
15 
16 ARTICLE I . 
1 7 DEFINITIONS 
18 

19 As used in this agreement, the following words and terms shall have uie meanings here ascribed to tnem: 
20 A. The term "oil and gas" shall mean oil. gas. casinghead gas. gas condensate, and all other liquid or gaseous hydrocarbons 
21 and otner marketable substances produced therewith, uniess an intent to limit the inciusiveness of this term is specifically stated. 
22 B. The terms "oil and gas lease", "lease" and "leasehold" shall mean the oil and gas leases covering tracts of land 
23 lying within the Contract Area which are owned by the parues to this agreement. 
24 C. The term "oil and gas interests" shall mean unleased tee and minerai interests in tracts of land lying within the 
25 Contract Area which are owned by parties to this agreement. 
26 D. The term "Contract Area" shall mean all of the lands, oil and gas ieasehold interests and oil and gas interests intended to be 
27 developed and operated for oil and gas purposes under this agreement. Such lands, oil ani gao ieacthold iniertaifl ana aii ana gat inwwn 
28 are described in Exhibit " A " . 
29 E. The term "drilling unit" shall mean the area fixed for the drilling of one well by order or rule of any state or 
30 federai body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as establish-
31 ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties. 
32 F. The term "drillsite" shall mean the oil and gas lease or interest on which a proposed well is to be located. 
33 G. The terms "Drilling Party" and "Consenting Party" shall mean a party who agrees to join in and pay its share of the cost of 
34 any operation conducted under the provisions of this agreement. 
35 H. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects not to participate 
36 in a proposed operation. 
37 
38 Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes the 
39 singular, and the neuter gender includes the masculine and the feminine. 
40 

41 ARTICLE I I . 
4 2 EXHIBITS 
43 

44 The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof: 
45 R A. Exhibit " A " , shall include the following information: 
46 (1) Identification of lands subject to this agreement. 
47 (2) Restrictions, i l any, as to depths, formations, or substances. 
48 (3) Percentages or fractional interests of parties to this agreement. 
49 (4) Oil m i gaa itmm andfaf oil «no gas inwciu subject to lha agrewnanh. 
50 (5) Addresses of parties for notice purposes. 
51 • D. LJulrit "D" , Tumi of Least. 
52 IS C. Exhibit *'C", Accounting Procedure. 
53 05 D. Exhibit " D ' \ Insurance. A 

54 DC E Exhibit "E" . Gas Balancing Agreement. 
55 (2 F. Exhibit "F" , Nc«-Discrirnmation and Certification of Non-Segregated Facilities. 
56 • G. Exhibit ''G . Taa Piu-wwhip. 
57 Ii any provision of any exhibit, except Exhibits "E" and "G" . is inconsistent with any provision contained in one body 
58 of this agreement, the provisions in the body of this agreement shall prevail. r 
59 
60 
61 
62 
63 
64 
65 
66 
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1 ARTICLE IU. 
2 INTERESTS OF PARTIES 
3 

4 A. Oil mm Cm Luucsu. 
5 
6 If mil UWIIJ in 'j;; J:.U W uugiui ,j! J : : C-.i-. . • — -it Ji.aii'm -aiim im iii tmuusu u. am jtmiunuu 
7 Jim uuuut u.i .L.IW I.LILUL iu ii ii II LU Luiuiii Li uit iiiim ei uii una tu iiiuc mucwcn heme M jjunibu "u", mm mL W n U uimeBi 
8 ir.aii LIL .UiU'.eu iu enn UL.H urn IBIUIIF uniui riuH'i'ga in 'JULM iiu'g'unu I.IUKM eii at leaaerTBggggggf. 
9 

10 B. Interests of Parties in Costs and Production: 
11 
12 Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne and 
13 paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parues as their interests are set 
14 forth in Exhibit "A". In the same manner, the parties shall also own ail production of oii and gas from the Contract Area subject to the 
15 payment of royalties to the extent «fe due. .u.n i.. •-..• | r y ] r i L I I J L J j U J U L jm,;, 

16 
17 Regardless of which party has contributed the leases! and/or oil and gas interesos) hereto on which royalty is due and 
18 payable, each party entitled to receive a share ot production of oii and gas from the Contract Area shall bear and shall pay or deliver, or 
19 cause to be paid or delivered, to the extent of its interest tn such proaucnon. tne royalty amount stipulated hereinabove and shall hold the 
20 other parues free from any liability therefer. No party shall ever be responsible, however, on a price basis higher than the price received 
21 by such party, to any other party's lessor or royalty owner, and if any such other party's lessor or royalty owner shouid demand and 
22 receive settlement on a higher price basis, the party contributing tne affected lease shall bear the additional royalty burden attributable to 
23 such higher pnce. 
24 
25 Nothing contained in this Article 1MB. shall be deemed an assignment or cross-assignment of interests covered herebv. 

26 
27 C. Excess Royalties. Overriding Royalties and Other Payments: 
28 
29 Unless cnanged by outer provisions, if the interest of any party in any lease covered hereby is subject to any royalty. 
30 overriding royalty, production payment or other burden on producuon m excess of the amount stipulated in Arucle IILB_ sucn party so 
31 burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other parties hereto harmless from any 
32 and all claims and demands for payment asserted by owners of such excess burden. 
33 

34 O. Subsequently Created Interests: 

35 
36 II any parry should hereafter create an overriding royalty, production payment or other burden payable out of production 
37 attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit "A", or 
38 was not disclosed in wnang to ail other parues prior to the execution ot this agreement by all parties, or is not a jointly acknowledged and 
39 accepted obligation of all parties (any such interest being hereinafter referred to as "subsequently created interest" iriespecuve of the 
40 timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafter ief erred 
41 to as "burdened parry "), and: 

42 
43 1. If the burdened party is required under this agreement to assign or relinquish to any other party, or parties, all or a portion 
44 of its working interest and/or the production attributable thereto, said other party, or parues. shall receive said assignment and/or 
45 production tree and clear of said subsequently created interest and the burdened party shall indemnify and save said other party, 
46 or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequently created interest: 
47 M i 
48 
49 2. If the burdened party fails to pay, when due. its share oi expenses chargeable hereunder, all provisions of Article VTI.B. shall be 
50 enforceable against the subsequently created interest in the same manner as they are enforceable against the working interest of 
51 the burdened party. 

52 
53 ARTICLE IV. 
54 TITLES 
55 
56 A. Tide Examination: 
57 
58 Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling operations or. if 
59 the Drilling Parties so request, title examination shall be made on the leases and/or oii and gas interests included, or planned to be indud-
60 ed. in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, overriding 
61 royalty and production payments under the applicable leases. At the time a well is proposed, each party contributing leases and/or oil and 
62 gas interests to the drillsite. or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal lease status 
63 reports L utie opinions, utie papers and curanve material in its possession free of charge. All such information not in the possession of or 
64 made available to Operator by the parties, but necessary tor the examinanon of the ntie. shall be obtained by Operator_Operator shall 
65 cause title to oe examined by attorneys on its staff or by outside attorneys. Copies of all utie opinions shall be rurmshed to each party 
66 hereto. The cost incurred by Operator in this tide program shall be borne as follows: '•' t - - i 

67 j n / r ; 
68 • Pinion I''I'LI. 1. Caau uuiur«.a by Opuuiui iu pimuiing IUJUIIU ana tidi utauiiiiaiiuu (iiiduduig uiLiimkm;, SupyiuiiLULlL 
69 shw in gaj iiijini auuueiu mi dituiow i w u tide apwiami ahaU be • MM ei ihe aawiiikiuauiL uiuiitau aj yiunduHSHBBfr*^**; 
70 ami thai mui in * t w n Uiaigi, nwiim puiuiund bj Ouuamr j Jtau iueme;j eii •gy^wrigaiiuiULj.i. • • •— • • ••«•<«•-*<« 
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ABTICLEIV 

cotairtued 
1 53 Opaon No. 2: Costs incurred by Operator tn procuring abstracts and fees paid outside attorneys tor title rriir"—ainn 

2 (including preummarv. supplemental, shut-in eas rovaitv opinions and division order tttie opinionsI shall be borne oy the Drilling Parties 

3 in the proportion that the interest ot each Drilling Party bears to the total interest ot all Drilling Parties as such interests appear in Ex-
4 hibit "A". Operator shall make no charge tor services rendered by its stati attorneys or other personnel in the performance ot the above 
5 functions. 
6 

Each party shall be resoonsibie for securing curative matter ana oooimg amendments or agreements reauired in connecuon 
S with leases or oii and gas interests contnoutea bv such party. Operator snaii be resoonsibie lor tne preparauon ana recoramg ot pooling 
9 designations or declarauons as weii as tne conduct ot hearings Detore governmental azencies tor tne securing ot spacing or pooling orders.-

10 This shall not prevent any party trom appearing on its own oehalf at any such neartng. 
11 
12 No well shall be drilled on die Contract Area untii alter (1) the titie to tne driilsite or drilling unit has been examined as above 
13 provided, and (2) the ntie has oeen approved by the examining attorney or tide has oeen accepted by all of the parues who are to par-
14 tiapate m the drilling of the weil. 
15 
16 B. Loss of Title: 
17 
18 1. ["ai'mii ui T..'... ji.uuiu i.u ... aim i u uuum ui imjt. ur miaui IHLMIH. i i ion iHMUiih iuiiuM ui ntie. "waii iujj iijuiu m »• 
19 reduction ot interest trom that shown on Exhibit "A", the party contnmiung tne affected lease or interest shall have ninety t90)da7S 
20 trom tinal determinauon of tide failure to. acquire a new lease or other instrument curing the ennrety of the title failure, which aequisi-
21 tion will not be subject to Article Vltl.B.. anu failing to do so. this agreement, nevertheless, shall continue in iorce as to ail remaining oii 
22 and gas leases and interests: and. V / 
23 (a) The party whose oil and gas lease or interest is affected by the utie failure shall bear alone the entire toss an/it shall not be 
24 enntied to recover trom Operator or tne other parties any development or operating costs which it may have theretoforepaid or incurred. 
25 but there shall be no additional liability on its part to the outer parties hereto DV reason of such titie failure: / 
26 (b) There shall be no retroacuve adiustment of expenses incurred or revenues received from the operauoryot the interest which has 
2? been lost, but the interests ot the parues shall be revised on an acreage oasis, as of the time it is determined foully that utie failure has oc-
23 curred. so that the interest ot the party wnose lease or interest is affected bv the titie failure wiil thereai(er be reduced in the Contract 
29 Area by the amount of the interest tost: / 
30 (c) ii the proportionate interest of die other parties hereto tn any producing well theretoiore drilled on the Contract Area is 
31 increased by reason of the tide failure, the party whose tide has failed shall receive the proceras attributable to tne increase tn such in-
32 terest (less costs and burdens attributable theretoi unul it has been reimbursed for unrecovoed costs paid by it in connecuon with such 
33 "eih / 
34 (d) Should any person not a party to this agreement, who is determined to be/we owner of any interest in the tide which has 
3; failed, pay in any manner any part of the cost ot operation, development, or equipment, such amount shall be paid to the party or parties 
36 who bore the costs which are so refunded; / 
37 (e) Any liability to account to a third party for prior production oLoil and gas which arises by reason of title failure shall be 
38 borne by the party or parues whose titie failed in the same proportions/n which they shared in such prior production: and. 
39 (0 No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of the interest 
40 claimed by any party hereto, it being the intention of the parties hsreto that each shall defend title to its interest and bear all expenses in 
41 connection therewith. X 
42 / 
43 2. Loss bv Non-Payment or Erroneous Payment Amount Due: If. through mistake or oversight, anv rentaL shut-in well 
44 payment, minimum royalty or royalty payment, is nor'paid or is erroneously paid, and as a result a iease or interest therein terminates. 
45 there shall be no monetary liability against tne part/who failed to make such payment. Unless the party who failed to make the required 
46 payment secures a new tease covering the same imerest within ninety (901 days from the discovery of the failure to make proper payment. 
47 which acquisition will not be subject to Ardore VIII.B.. the interests of the parues shall be revised on an acreage basis, effective as of the 
48 date of termination of the lease tnvoivedyhd the party who failed to make proper payment will no longer be credited with an interest in 
49 the Contract Area on account of ownership of the iease or interest which has terminated. In the event the party who failed to make the 
50 required payment shall not have been fully reimbursed, at the time of the toss, trom the proceeds of the sale of oii and gas attributable to 
51 the lost interest, calculated on ait acreage basis, for the development and operanng costs theretofore paid on account of such interest, it 
52 shall be reimbursed for unrepovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled 
53 or weUs previously abandoned) from so much of the following as is necessary to effect reimbursement: 
54 (a) Proceeds of oil and gas. less operanng expenses, theretofore, ̂ accrued to the credit of the tost interest, on an acreage basis. 
55 up to the amount an unrecovered costs: 
56 (b) Proceeds', less operating expenses, thereafter accrued attributable to the lost interest on an acreage basis, of that portion of 
57 oil and gas thereafter produced and marketed (excluding production from any weils thereafter drilled) which, in the absence of such lease 
58 tenninanpn. would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said 
59 portioVof the oil and gas to be contributed by the other parties in proportion to their respective interests: and. 
60 /(c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is. or becomes, the owner of the interest 
61 km, iu UIL pmiiL|L ui uuuuuni in UIL CUIUIULI i iieii ui 'unuiiiuit u uutu IU liuj agmBWE'lll. 
62 
63 3. Other Losses: All losses incurred, atiiu tiiun inax SH I'UILW It, i mmiu iV.D.l. uuu IV,D.l —in. shall be joint losses 
64 and shall be borne by all parties tn proportion to their interests. There snail be no readiustment of interests in the remaining portion of 
65 the Contract Area. 
66 
67 ~ 
68 
69 .-
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1 ARTICLE V. 
2 OPERATOR 

3 
4 A. Designation and Responsibilities oi Operator: 
5 

6 BURLINGTON RESOURCES OIL & GAS COMPANY ^ ^ ± e 

Operator oi the Contract Area, and shall conduct and direct and have mil control of all operations on the Contract Area as permitted and 
8 required by. and within the limits ot this agreement. It shall conduct all such operauons in a good and workmanlike manner, but it shall 
9 have no liability as Operator to the other parues for losses sustained or liabilities incurred, except such as mav result from gross 

10 negligence or willful misconduct. 
11 
12 B. Resignation or Removal of Operator and Selection of Successor: 
13 
14 1. Resignation or Removal of Operator: Operator may resign at any time by giving written nouce thereof to Non-Operators. 
15 If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no ionger capable of serving as 
16 Operator. Operator shall be deemed to have resigned without any action by Non-Operators, except the seiecuon ot a successor. Operator 
17 may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the 
18 afiirmauve vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit " A " remaining 
19 atter excluding die voting interest of Operator. Such resignauon or removal shall not become effective unui 7:00 o'clock A.M. on the 
20 first day of the calendar month following the expiration ot ninety (90) days atter the giving of notice of resignauon by Operator or action 
21 by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earlier 
22 date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-
23 porate name or structure of Operator or transter of Operator's interest to any single subsidiary, parent or successor corporation shall not 
24 be the basis for removal of Operator. 
25 
26 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by 
27 the parues. The successor Operator shall be selected from the parues owning an interest in the Contract Area at the time such successor 
28 Operator is selected. The successor Operator shall be selected by the affirmative vote of two (2) or more parues owning a majority interest 
29 based on ownership as shown on Exhibit " A "; provided, however, if an Operator which has been removed fails to vote or votes only to 
30 succeed itself, the successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest based 
31 on ownership as shown on Exhibit " A " remaining after excluding the voting interest of the Operator that was removed. 
32 

33 C. Employees: 
34 
35 The number of employees used by Operator inxonducting operations hereunder, their selection, and the hours of labor and the 
36 compensation for services performed shall be determined by Operator, and all such employees shall be the employees of Operator. 
37 
38 D. Drilling Contracts: 
39 
40 All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so 
41 desires. Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing 
42 rates in the area and the rate of such charges shall be agreed upon by the parues in writing before drilling operations are commenced, and 
43 such work shall be performed by Operator under the same terms and conditions as are customary and usual in the area in contracts of in-
44 dependent contractors who are doing work of a similar nature. 
45 
46 

47 
48 
49 ARTICLE V I . 

50 DRILLING AND DEVELOPMENT 
51 
52 A. Initial Well: 

'3 ^ or recoapletion 
54 On or before the 1st dav n( January , 19 98 , Operator shall commence the drilling of a well for 
55 oil and gas at the following location: 
5 6 Section 9, T31N-R10W 
57 San Juan County, New Mexico 
58 
59 
60 and shall thereafter continue the drilling of the well with due diligence to 
^ 14,000* or depth sufficient to test the Pennsylvanian formation, 
62 whichever is the lesser depth :<_ 
63 
64 !! 
65 unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling unpractical, is en-
66 countered at a lesser depth, or uniess all parties agree to complete or abandon the well at a iesser depth. ~ 
67 
68 Operator shall make reasonable tests of all formations encountered during drilling which give indication of containing oil and 
69 .gas in quantities sufficient to test, unless this agreement shall be limited in its application to a specific formation or formations, in which 
70 event Operator shall be required to test only the formation or formations to which this agreement may apply. rr™'^&*M„- _ 

-4-
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ARTICLE VI 
condnued 

1 If, in Operator's judgment, the weil will not produce oil or gas in paying quanudes. and it wishes to piug and abandon the 

2 weil as a ary hole, the provisions ol Article VI.E.1. shall thereatter appiy. 
3 

4 
5 
r ' B. Subsequent Operations: 

s 1. Proposed Operauons: Should anv party hereto aesire to anil ar.v '••eii on the Contract Area ocner man tne weii provided 
tor in Article VI.A., or to reworx. deepen or piug back a dry hole drilled at x t lomt expense ot all parues or a weii iointiv ownea by ail 
the parties and not then producing in paying quantities, the party oesinns to anil, rework, deepen or piug back sucn a weii shall give the 

11 other parues written nouce ot the proposed operation, specifying the work to ce pertormed. the locauon. proposed deoth. obiecuve torma-
1- tion ana the estimated cost ot the operauon. The parues receiving such a nonce shall have thirty (30) days aiter receipt ot the nouce 
13 within wnich to nouty the party wishing to do the work whether they eiect to Darucipate in the cost ot the proposed operauon. it i drill-
4̂ ing rig is on iocauon. nouce ot a proposal to rework, plug back or drill deeper mav be given by telephone and the response Denod shall be 

rt limited to tony-eight (481 hours, exclusive oi Saturday. Sunday and legal holidays. Failure ot a party receiving such notice to repiy within 
16 the period above fixed shall consutute an election by that partv not to parucipate in the cost of the proposed operauon. Any nouce or 
17 response eiven bv telephone shall be promptly confirmed in writing. 
18 
19 
20 

-1 If all parties eiect to participate tn such a proposed operation. Operator snail, within ninety (901 days after expirauon ot the nouce 
22 period ot thirty t30) days lor as promptly as possible after the expirauon oi the forty-eight (481 hour period when a drilling rig is on loca-
-3 tion. as tne case may bei. actuailv commence the proposed operauon and complete it with due diligence at the risk and expense ot ail par-
24 ties hereto: provided, however, said commencement date may be extended upon written nouce of same by Operator to the other parties. 
25 for a period of up to thirty (301 additional days if. in the sole opinion of Operator, such additional time is reasonabiv necessary to obtain 
26 permits irom governmental authorities, surface rights (including rights-of-wavi or appropriate drilling equipment, or to compiete title ex-
27 armnauon or curauve matter required for titie approval or acceptance. Notwitnstanding the force maieure provisions ot Arucie XI . if die 
28 attuai operation has not been commenced within the time provided (including any extension thereof as specuicaiiv permitted herein) and 
29 if any party hereto still desires to conduct said operauon. written nouce proposing same must be resubmitted to the other parues m accor-
30 dance with the provisions hereof as if no prior proposal had been made. 
31 
32 
33 
34 2. Opera tions bv Less than All Parties: If any party receiving such notice as provided in Article VI.B.l. or VTI.D.1. (Option 
35 No. 21 elects not to paruapate in the proposed operation, then, in order to be entitled to the benefits of this Article, the party or parties 
36 giving the notice and such other parues as shall elect to panicipate in the operauon shall, within ninety (90) days atter the expirauon of 
37 the nouce period of thinv 1.30) davs (or as promptly as possible after the expiration of the fortv-eight {481 hour period when a drilling rig is 
38 on location, as the case may bei actually commence the proposed operauon and complete it with due diligence. Operator shall perform ail 
39 work for the account of the Consenting Parties: provided, however, if no drilling rig or other equipment is on location, and if Operator is 
40 a Non-Consenting Party, the Consenung Panies shall either: (a) request Operator to perform the work required by such proposed opera-
41 tion for the account of the Consenting Parties, or tb) designate one (1) of the Consenung Parties as Operator to perform such work. Con-
42 sennng Parties, when conducung operauons on the Contract Area pursuant to this Article VI.B.2.. shall comply with all terms and con-
43 ditions of this agreement. 
44 
45 
46 

47 If less than all parues approve any proposed operation, the proposing party, immediately after the expiration of the applicable 
48 nonce period, shall advise the Consenung Parties of the total interest of the parties approving such operauon and its recommendation as 
49 to whether the Consenting Panies should proceed with the operauon as proposed. Each Consenting Party, within forty-eight (48) hours 
50 (exclusive of Saturday. Sunday and legal holidays) after receipt of such nouce. shall advise the proposing party of its desire to (a) limit par-
51 tictpation to such party's interest as shown on Exhibit " A " or (b) carry us proportionate pan of Non-Consenting Parties' interests, and 
52 failure to advise the proposing party shall be deemed an election under fa). In the event a drilling rig is on location, the time permitted for 
53 such a response shall not exceed a total of forty-eight (48) hours tinclusive of Saturday. Sunday and legal holidays). The proposing party. 
54 at its election, may withdraw such proposal if there is insufficient participation and shall promptly notify all parues of such decision. 

56 
57 

58 - The enure cost and risk of conducting such operations shall be borne by the Consenung Panies in the proportions they have 
59 elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involved-in such 
60 operations free and clear of all liens and encumbrances of every kind created by or arising from the operauons of the Consenting Panies. 
61 If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface iocauon at their 
62 sole cost, risk and expense, if any well drilled, reworked, deepened or plugged back under the provisions of this Article results in a pro-
63 ducer of oil and/or gas in paying quantities, the Consenung Parties shall complete and equip the well to produce at their sole cost and risk. 
64 
65 
66 
67 : -
68 
69 - :r* • 

70 - •' -5-
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and the well shall then be turned over to Operator and shall be operated fay it at the expense and for the irxoum of the Cwoenring Par­
ties. Upon rommenctmem ot operauons tor the drilling, retwking. deepening or plugging back of any sucn weil by Consenting Parties 
in accordance with the provisions ot this Amde. each Non-Consenting Parry shall be deemed to have reunttutshed to Consenting Parries, 
and the Consenting Parties shall own and be enntied to receive, in proportion to their respective interests, all oi such Non-Consenting 
Party 's interest in the well and share ot producnon therefrom ur.ai the proceeds of the sale of such share, calculated at the well, or 
market vaiue tnereot u such snare is not sold, iaher deducting prcouction taxes, excise taxes, royalty, overriding royalty and other in­
terests not excepted by Arucie I1I.D. payaoie out 01 or measured bv tne orooucuon trom sucn well accruing with respect to such interest 

8 unui it revertsi shall equal the totai of the toilowing: 
9 

10 
11 

12 (a) 1007K of each such Non-Consennng Party's share of the cost of any newiy acquired surface equipment beyond the wellhead 
13 connections (including, but not limited to. stock tanks, separators, treaters. pumping equipment and piping), plus 100% of each such 
14 Non-Consenting Party's share ot the cost ot operauon ot the weii commencing with first producuon and conunuing unul each such Non-
15 Consenting Party's relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
16 Consenung Party's share ot such costs and equipment will be that interest which would have been chargeable to such Non-Consenung 
17 Party had it participated in the well from the beginning of the operations: and 
18 
19 
20 
21 (b) _^2£_% of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, tesung and completing. 
22 aiter deducting any cash contributions received under Article V1II.C.. _-.d of that ponton of the cost of newiy acquired equip-
23 rnent in the well (to and induding the wellhead connections), which wouid have been chargeable to such NonConsenung Pany if it had 
24 participated therein. 
25 
26 
27 
28 An election not to participate in the drilling or the Deepening ot a well shall be deemed an elecuon not to paructpau; in anv 
2g re-working or plugging back operauon proposed in such a weil. or portion thereof, to which the uuuai Non-Consent elecuon applied 
JQ that ts conducted at any tune pnor to full recovery by the Consenting Parues of the Non-Consenting Party's recoupment irrotmt Any 
^ such reworking or plugging back operauon conducted during the recoupment period shall be deemed pan of the previous non-consent 

operauon on said well and shall be added to the sums to be recouped by the Consenting Parties. If such a reworking or plugging back 
operauon is proposed during such recoupment penod. the provisions of this Article VLB. shall be applicable as between said 

33 Consenung Parties in said weil. Similarly, an elecuon not to participate m the completion or plugging back of a well be dTtnrd 
34 an elecuon not to participate tn a reworking operauon proposed in such well, or portion thereof, to which the non-consent election 
35 applied, that ts conducted at any time pnor to full recovery bv Consenune Parties of the Non-Consenunz Party's recoupment amount. 
36 
37 
38 
39 During the period of time Consenting Parties are entitled to receive Non-Consenting Pany 's share of production, or the 
40 proceeds therefrom. Consenting Parties shall be responsible for the payment of all production, severance, excise, gathering and other 
41 taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party's share of production not excepted by Ar-
42 tide OLD. 
43 
44 
45 
46 In the case of any reworking, plugging back or deeper drilling operation, the Consennng Parties shall be permitted to use. free 
47 ot cost, all casing, tubing and other equipment in the weil. but the ownership of all such equipment shall remain unchanged: and upon 
48 abandonment of a weii after such reworking, plugging back or deeper drilling, the Consenting Parties shall account for all such equip-
49 ment to the owners thereof, with each pany receiving its proportionate pan in kind or in value, less cost of salvage. -
50 
51 
52 
53 Within sixty (60) days after the completion of any operation under this Article, the party conducting the opera nous for the 
54 Consennng Parties shall furnish each Non-Consenung Party with an inventory of the equipment in and connected to the well, and an 
55 itemized statement of the cost of drilling, deepening, plugging back, tesung. completing, and equipping the well for production: or. at its 
56 option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly bill-
57 ings. Each month thereafter, during the nme the Consenung Parties are being reimbursed as provided above, the party conducting the 
58 opennons for the Consenting Parties shall furnish the Non-Consennng Parties with an itemized statement of all costs and liabilities in-
59 curred in the operation of the well, together with a statement of the quantity of oil and gas produced from it and the amount of proceeds 
60 realized from the sale of the well's working interest production during the preceding month. In determining the quantity of oil and gas 
61 produced during any month. Consenting Parties shall use industry accepted methods such as. but not limited to. metering or periodic 
62 weii tests. Any amount realized from the saie or other tiisposiuon of equipment newiy acquired in connection with any such operation 
63 which would have been owned by a Non-Consenung Party had it participated therein shall be credited against the total unreturned costs 
64 of the work done and of the equipment ourchased tn determining when the interest of such Non-Consenung Party shall revert to it as 
65 aciove provided: and if there ts a credit balance, it shall be paid to such Non-Consenung Pany. 
66 . j—< < 
67 
68 * - : 
69 
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1 If and when the Consenting Parties recover trom a Non-Consenung Party 's relinquished interest the amounts provided for above. 
2 the relinquished interests oi such Non-Consentine Parry shall automaucaily revert to it. and. from and after such reversion, such Non-
3 Consenung Party shall own tne same interest in such well, the matenai and equipment m or pertatntns thereto, and the production 
4 therefrom as such Non-Consenung Parrv wouid have been entitled to had it participated in the drilling, reworkina. deepening or plugging 
5 back of said well. Therearter. such NonConsenuna Partv shall be charaed with and snail pay its proportionate part ot the further costs of 
t> the operauon of said weil in accordance with the terms of this agreement ana the Accoununa Procedure attacned hereto. 

3 
9 

10 Notwithstanding the provisions of this Arucie VI.B.2.. it is aereeu that without tne mutual consent ot aii parties, no weiis shall 
11 be completed in or producea from a source ot suppiy from which a weil locatea eisewnere on the Contract Area is producing, uniess such 
12 wed conforms to the tn en-existing weii spacing pattern tor such source ot suppiy. 
13 
14 
15 
16 The provisions ot this Arucie shall have no application whatsoever to the driiiing of the initial well descrtbed in Article VI.A. 
17 except ta) as to Arucie VTI.D.l. (Option No. 21 if selected, or (b) as to tne reworking, deepenma and pluegmg back of such initial well 
18 alter it has been drilled to the depth speciiied tn Article VIA. if it shall thereauer prove to be a dry hole or. it initially compteted for pro-
19 auction, ceases to produce in paying quantities. 
20 
21 
22 V 
23 3. Stand-Bv Time: When a weii which has been drilled or deepened has reacned its authorized depth and all tests have been 
24 completed, and the results thereot furnished to the parues. stand-by costs incurred pending response to a party's notice proposing a 
25 reworking, deepening, plugging back or compieung operauon in such a well shall be charged and borne as part ot the drilling or deepen-
26 ing operauon just completed. Stand-by costs suDsequent to ail parties responding, or expiration ot the response time permitted, whichever 
27 first occurs, and prior to agreement as to die participating interests of all Consenung Parties pursuant to the terms of the second gram-
23 maucai paragraph of Arucie VI.B.2. shail be cnarged to and borne as part of the proposed operauon. but if the proposal is subsequentiy 
29 withdrawn because oi insufficient particioauon. such stand-bv costs shall be allocateo between die Consentine Parties tn the proportion 
30 each Consennng Parry's interest as shown on Exhibit "A" bears to the totai interest as shown on Exhibit "A" of all Consennng Par-
31 ties. 
32 
33 
34 
35 4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a "deepening" operauon shall 
36 Jiso be applicable to any proposal to directtonaiiy control and intentionally deviate a well inw mumai so as to change the bottom hole 
37 Iocauon (herein called "sidetracking"), uniess done to straighten the hole or to drill around iunk in the hole or because of other 
38 mechanical difficulties. Any party having die right to participate in a proposed sidetracxing operation that does not own an interest tn the 
39 aifected well bore at the time of the notice shall, upon electing to participate, tender to tne well bore owners us proportionate share (equal 
40 to us interest in the sidetracking operation I of the value of that portion of the exisung well bore to be utilized as follows: 
41 
42 
43 
44 (a) If the proposal is ior sidetracxing an existing dry hole, reimbursement shall be on the basis of the actual costs incurred in 
45 the initial drilling ot die weil down to die depth at which the sidetracking operauon is Initiated. 
46 
47 
48 
49 (b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on die basis of the well's 
50 salvable materials and equipment down to the depth at which the sidetracking operauon is initiated, determined in accordance with die 
51 provisions of Exhibit "C". less the esumated cost of salvaging and die esumateti cost of plugging and abandoning. 
52 
53 
54 
55 In the event that nouce for a sidetracking operation is given while the drilling rig to be utilized is on location, the response period 
56 shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays: provided, however, any party may request and 
57 receive up to eight (8) additional days after expiration of die forty-eight (48) hours within which to respond by paying for all stand-by time 
58 incurred during such extended response period. If more than one party elects to take such additional time to respond to die nouce. stand-
59 by costs shall be allocated between the parties taking additional time to respond on a day-to-day basis in the proportion each electing par-
60 ty's interest as shown on Exhibit "A" bears to the total interest as shown on Exnibit "A" of all die electing parties. In ail other tn-
61 stances the response period to a proposal for sidetracking shall be limited to thirty (30) days. 
62 
63 
64 
65 C. TAKING PRODUCTION IN KIND: _ . 
66 • 
67 Each party shail take in kind or separately dispose of its proportionate share of all oil and gas produced from .the Contract Area. 
68 exclusive of production which may be used in development and producing operauons and in preparing and treating oil and gas for 
69 marketing purposes and production unavoidably lost. Any extra expenditure incurred in die taking in kind or separate ttisrwaiuon by any 
70 party of in proparnonate share of die production shall be borne by such party. Any party taking its share of production in kind shall be 
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1 required to pay tor only its proportionate share oi such pan oi Operator s surface facilities which it uses. 
2 

3 Each party shall execute such division orders and contracts as may be necessary tor the sale of its interest in production from 
4 the Contract Area. and. except as provided in Article VII.B.. shail be enutied to receive payment directly from tne purchaser thereof for 
5 its share ot ail production. 
6 

In the event any party shall fail to make tne arrangements necessarv to taice in kind or separately dispose ot its crocortionate share ot 
3 the oii proQucea trom the Contract Area. Operator snail have tne runt, suoiect to the revocauon at wiii bv tne cartv owning it. but not 
9 the obiigauon. to purchase sucn oil or seil it to otners at any time ana trom time to time, for the account ot tr.e non-taxing party at the 

10 ;est price obtainable in the area ior sucn production. Any sucn purchase or saie by Operator snail be subiect aiways to tne right ot the 
11 owner oi the producuon to exercise at any time its ngnt to take in kind, or separately dispose ot. its snare o: ail oii not previously 
12 delivereo to a purchaser. Any purchase or sale by Operator of any other party's share of oil shall be oniy tor sucn reasonable periods of 
13 time as are consistent with the minimum needs of the industry under the particular circumstances, but in no event tor a period in excess 
14 ot one t l ! year. 
15 
16 In die event one or more parues' separate disposition ot its share of the gas causes spiit-stream deliveries to separate pipelines and/or 
17 deliveries which on a day-to-day basis tor any reason are not exactly equai to a party 's respective proporuonate snare ot total gas sales to 
18 tie allocated to it. the balancing or accounung between the respective accounts of the parties shall be in accoraance with any gas balancing 
19 agreement between the parues hereto, whether sucn an agreement is attacned as Exhibit " E " . or is a separate agreement. 
20 
21 D. Access to Contract Area and Information: 
22 \. 

.upon p r i o r n o t i f i c a t i o n to the Operator •upon p n u r no tx r i . ca i . iun LO u i e u p e c a i u i 

23 Each party shall have access to the Contract Arcalat ail reasonable times, at its sole cost and risk to inspect or observe operauons. 
24 and shall have access at reasonable times to information pertaining to the development or operation ihereot. including Operator s books 
25 and records relating thereto-Operator. upon request, shall furnish each of the other parties with copies of ail forms or reports filed with 
26 governmental agencies.(daily drilling reports, we'd logs, tanx tables, daily gauge and run tickets and reports ot stocn on hand at the first of 
27 each montn. and shall (make available sampies of any cores or cuttings tasen from any well drilled on the Contract Area. The cost of 
28 yauienng ana furnishing]information to Non-Operator, other than that specified above, shall be charged to tr.e Non-Operator that re-
29 quests the mformauon. ^-During d r i l l i n g , completion, and workover operations, access shal l be l imi ted to 
30 only those personnel d i r e c t l y involved i n performing the actual work. 
31 E. Abandonment of Wells: 
32 
33 1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VI.B.2.. any weil which has been 
34 drilled or aeepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be plugged and abandoned 
35 without the consent of all parues. Should Operator, after diligent effort, be unable to contact any party, or should any party fail to reply 
36 within forty-eight (48) hours (exclusive of Saturday. Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon 
37 such well, such pany shall be deemed to have consented to the proposed abandonment. All such weils shall be plugged and abandoned in 
38 accordance with applicable regulations and at the cost, risk and expense of the parties who participated in the cost of drilling or deepening 
39 such well. Any party who objects to pluggtng and abandoning such well shall have the right to take over the weil and conduct further 
40 operauons in search of oil and/or gas subject to the provisions of Article VLB. 
41 
42 2. Abandonment of Wells that have Produced: Except tor any well in which a Non-Consent operauon has been conducted 
43 hereunder for which the Consenung Parties have not been fully reimbursed as herein provided, any well which has been completed as a 
44 producer shall not be plugged and abandoned without die consent of all parues. if all parues consent to such abandonment, die well shall 
45 be plugged and abandoned in accordance with applicable regulations and at die cost, risk and expense of ail the parues hereto, if. within 
46 thirty (30) days after receipt of notice of the proposed abandonment of any weil. all parues do not agree to the abandonment oi such well. 
47 those wishing to continue its operation from the intervals) of die formauonts) then open to production shall tender to each of the other 
48 parties its proportionate share of the value of die well's salvable material and equipment, determined in accordance with the provisions of 
49 Exhibit "C". less die estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign 
50 the non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of die equipment and 
51 material, all of its interest in die well and related equipment, together with its interest in die leasehold estate as to. but oniy as to. die in-
52 terra! or intervals of the formation or formations then open to production. U th* intaraw ai tha fihmrinnina parry it nr irtriiidai «n nil wrl 
53 gM iniarafi»«<M*«pny ihatf m w n and J r i iw i« tnt mm t'tmdenmg pany M pmmm an eii and gat I w i . limited tn tha imanial ar in< 
54 tarvait ai dit iermman ar farmaaana thaw amtm to BMIM«J»HI iei • umm t i ana (1) yaar and tn lnng thrrrWrr n nil anrifnr gat it pro-
55 -lnnaii frnm ih i imanrai ar innnraia iif i l i i luii iniiuii ui iuiiuiuuiu l u i t ud ihirihjf. rurh l o i n rn hi m rhi f—r 1— 1 — c-u:ui. . 

56 
57 
58 
59 ^ 
60 • ; 
61 
62 
63 
64 
65 
66 — sV. 
67 

68 L r • : 
69 . i~ 3»Wy 
70 ^ L i 
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1 The issignrnents or leases so limiieci shall encompass the ' 'drilling unit'' upon which the weii is located. The payments by. and the 

2 assignments or ieases to. the assignees shall be in a ratio oased upon tne relationship ot their respecuve percemaiie ot parucpanon tn the 

3 Cuntnct Area to tne aggregate ot the percentages ot oornaoanon in the Contract Area ot ail assignees. Tnere snail be no readjustment ot 
^ interests tn me remaining portion ot the Contract Area. 

5 

° Tr.ereaiter. acandonmit parties shaii have mi turtner rasrcnsibiiitv. lubiiitv. jr interest in the operation ui or production trc.Tt 
tne wen in the intervai or intervals then ootn otner tnan tne rovaiues retameo in anv iease made unucr the terms ot this Article. Upon re-
»;ucst. Operator snaii conttnue to operate tne assignee wen tor tne account ct tne non-aoanaoning parties at tr.c rates and characs con-

0 templates bv this agreement, pius anv additional tost ana cnarges wnicn may arise as tne result ot the separate ownersnio ot the assigned 
10 wi-ii. L'con proposea abandonment ct tne nroaucinc interval: s> assignea or icased. the assignor or lessor snaii then have tne option to 
11 repurcnase its prior interest in the weii msmg tne same vaiuauon tormuiai ana participate in further operauons tncrem suoiect to tne pro-
12 visions nereot. 
13 
1-i • Abandonment ot Non-Consent Ooerattons: Tr.: provisions ot Article VI.E.l. or VI.E.2. above shall be applicable as between 
15 Consenting Parues in me event ot tne proposea abandonment ot any weii exceptea trom said Articles: provided, however, no weil shall be 
16 permanently plugged and abandoned uniess and until ail carttes having tne right to conduct further operauons tncrem have been notified 
1" ot tne proposed abandonment ana aiforded the opportunity to eiect to take over the weil in accordance with tne provisions of this Arucie 
18 VI.E. 
19 
20 ARTICLE VI I . 

21 EXPENDITURES AND LIABILITY OF PARTIES 
22 V 

2' A. Liability of Parties: 
24 

2' The liability ot the parues shall be several, not toint or collective. Each party shall be responsible univ for its oblieauons. and 
26 shall be liable oniy tor its proportionate snare ot the costs of developing anc opcrauna the Contract Area. Accordingly, die liens granted 
2"" among tne parties in Article VII.B. are given to secure oniv the aeots oi each severally. It is not tne intention ot the parues to create, nor 
28 snail this agreement be construed as creating, a mining or otner partnersntp or association, or to renaer tne parties liable as partners. 
29 

30 B. Liens and Pavtnent Defaults: 
31 
32 Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security interest in its share 
33 ot oil and/or gas when extracted and its interest in all equipment, to secure payment of its share of expense, together with interest thereon 
34 at die rate provided in Exhibit "C". To the extent that Operator has a security interest under the Uniform Commercial Code of the 
35 state. Operator shall be enttded to exercise the rights ana remedies of a secured party under the Code. Tne bringing oi a suit and the ob-
36 tauung of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien 
37 rignts or securttv interest as security for the payment tnereof. In addition, upon default by any Non-Operator in the payment of its share 
38 ci expense. Operator shall have tne right, without pre;udice to other rights or remedies, to collect from the purchaser the proceeds from 
39 the sale oi such Non-Operator's share of oil and/or gas unui the amount owed by such Non-Operator, pius interest, has been paid. Each 
40 purchaser shall be enntled to rely upon Operator's written statement concerning the amount of any default. Operator grants a like lien 
41 and security interest to die Non-Operators to secure pavment of Operator's proportionate share of expense. 
42 
43 If any party fails or is unable to pay us share ot expense within sixty '601 days atter rendition ot a statement therefor by 
44 Operator, the nondefaulting parties, including Operator, shall, upon reauest by Operator, pay the unpaid amount in the proportion mat 
45 the interest of each such party Dears to the interest ot all such parties. Each party so paying its share of the unpaid amount shalL to obtain 
46 reimbursement tnereof. be subrogated to the security rights described in the foregoing paragraph. 
47 
48 C. Payments and Accounting: 
49 
50 Except as herein otherwise specifically provided. Operator shall promptly pay and discharge expenses incurred in the development 
51 and operauon of the Contract Area pursuant to this agreement and shall charge each of the parues hereto with their respective propor-
52 tionate shares upon the expense basis provided in Exhibit "C". Operator shall keep an accurate record of the joint account hereunder. 
53 showing expenses incurred and charges and credits made and received. 
54 \ 

55 Operator, at is election, shall have the right from ume to time to demand and receive from the other parties payment in advance 
56 of their respective shares of the estimated amount of tile expense to be incurred in operauons hereunder during the next succeeding 
57 month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together 
58 with an invoice tor its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted 
59 on or before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such estimate within 
60 fifteen (15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, the amount 
61 due shall bear interest as provided in Exhibit ' 'C" unui paid. Proper adjustment shall be made monthly between advances and actual ex-
62 pense to die end that each party shall bear and pay its proportionate share of actual expenses incurred, and no more. 
63 
64 D. Limitation of Expenditures: _ 
65 
66 1. Drill or Deepen: Without tne consent oi all parties, no weil shall be drilled or deepened, except anv weil drilled or deepened 
67 pursuant to tne provisions of Article VI.B.2. of this agreement. Consent to the drilling or deepening shall include: 
68 7 

69 ~ r**'" 
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3 
4 B Option No. 2: All necessary expenditures tor the drilling or deepening and tesung o£ the well. When sucn well has reached its 
5 ' authomea depth, and all tests have been completed, and the results thereof furnished to the parues. Operator shall give immediate nouce 
6 to the Non-Operators wno have the right to parucipaie tn the comoietion costs. The parties receiving sucn notice shall have tony-eight 
" (48) hours lexciusive oi Saturaav. Sunday and legal holidavsi in which to eiect to paructoate in die setung ot casing and the completion at-
3 tempt. Such eiecuon. wnen made, shall include consent to aii necessarv exoenaitures tor the completing ana eouippmg ot sucn weil. in-
9 eluding necessarv tanxage anoior suriace tacitiues. Failure ot any partv receiving sucn nouce to repiy within the oeriod above nxed shall • 

10 consntute an eiecuon by mat partv not to parucipaie in the cost ot the completion attempt. If one or more, but iess man ail of the panies. 
11 elect to set pipe and to attempt a comoietion. the provisions oi Arucie VI.B.2. hereof (the phrase "reworking, deepening or plugging 
12 back'' as contained in Arucie VI.B.2. shall be deemed to include "completing'') shall appiy to the operauons thereafter conaucted by less 
13 than all parues. 
14 
13 2. Rework or Plug Back: Without the consent of all parues. no we'll shall be reworked or plugged back except a weil reworked or 
16 plugged back pursuant to me provisions of Arucie VI.B.2. of this agreement. Consent to the reworking or plugging back of a weil shall 
17 include all necessary expenditures tn conducting such operauons and compieung and equipping of said well, including necessary tankage 
18 andJor suriace fariliries. 
19 
20 3. Other Qoeranons: Without me consent of all parties. Operator shall not undertake anv single protect reasonably estimated 
21 to require an expenoiture m excess™ Twenty Five Thousand & no/100 rvii,^,s 25,000.00 > 
22 except in connecuon with a weil. die drilling, reworking, deepening, compieung. recomputing, or plugging back of which has been 
23 previously authorized by or pursuant to this agreement: provided, however, that, in case of explosion, tire, flood or otner sudden 
24 emergency, whether of die same or different nature. Operator may take such steps and incur such expenses as in us opinion are required 
23 to deal with die emergency to saieguard life and property but Operator, as promptly as possible, shall report the emergency to the other 
26 parties. If Opuatui paiimu un uuiiiBiui iu npuiuiiun. u'lfCi iur in u»n UJI. uinrmer shall fufwun any I'MI-.H GUUULUI JU i(LL|UeMiimil*" 
2 7 a i l ultn1111ll111IIi i m i l i w i u m i n t m i « f w m n >«« im» i u m t M in — — — — — — _ _ _ _ _ r - g J M M M M M M , w ^ _ 

28 Bulla!A . j in ii II 111u11 IWL' ULUUUHI I I M I u i IHIHH ininn m iwii a———*. 

29 
30 E. Rentals. Shut-in Well Payments and Minimum Royalties: 
31 
32 Rentals, shut-in weii payments and minimum royalties which may be required under the terms of any iease shall be paid by the 
33 parry or parues who subjected such iease to this agreement at its or their expense. In the event two or more parues own and have con-
34 tributed interests in the same iease to this agreement, such parties may designate one of such panies to make said payments for and on 
33 behalf of all such parues. Any pany may request, and shall be enntied to receive, proper evidence of all such payments, in die event of 
36 failure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-
37 ment is required to conunue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-
38 visions of Arucie IV.B.2. 
39 
40 Operator shail notify Non-Operator of die anticipated completion of a shut-in gas well, or the shutting in or return to production 
41 of a producing gas weil. at least five (5) days (excluding Saturday. Sunday and legal holidays), or at die earliest opportunity pet mined by 
42 circumstances, prior to taking such action, but assumes no liability for failure to do so. In die event of failure by Operator to so notify 
43 Non-Operator, the loss of any lease contributed hereto by NonOrwrator ior failure to make timely payments of any shut-in well payment 
44 shall be borne fointiy by the parues hereto under the provisions of Article IV.B.3. 
45 
46 F. Taxes: 
47 
48 Beginning with die first calendar year after the effective date hereof. Operator shall render for ad valorem taxation all property 
49 subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they 
50 become delinquent. Prior to die rendition date, each Non-Operator shall furnish Operator information as to burdens tto include, but not 
51 be tunned to. royalties, overriding royalties and production payments! on leases and oil and gas interests contributed by such Non-
52 Operator. If die award valuation of any leasehold estate ts reduced by reason of its being subject to outstanding excess royalties, over-
53 riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure to die benefit of die owner or 
54 owners of such leasehold estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such reduc-
55 tion. If the ad valorem taxes are based in whole or in part upon separate valuations oi each party s working interest, then notwithstanding 
56 anything to the contrary herein, charges to die joint account shall be made and paid by the panics hereto in accordance with the tax 
57 value generated by each party s working interest, Operator shall bill the other parties for their proportionate shares of all tax payments in 
58 the manner provided in Exhibit "C". 
59 
60 If Operator considers any tax assessment improper. Operator may, at its discretion, protest within the time and manner 
61 prescribed by law. and prosecute the protest to a final determination, unless all parues agree to abandon the protest prior to final deter-
62 minauda. During tile pendency of adrmntstrauve or judicial proceedings. Operator may elect ro pay, under protest, all such taxes and any 
63 interest and penalty. When any such protested assessment shall have oeen finallv determined. Operator shall pay the tax for the joint ac-
64 count, together with anv interest and penalty accrued, and tile total cost shall then be assessed against the parties, and be paid by them, as 
65 provided in Exhibit "C". . 
66 - - - -
67 Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upon.-or.wnh respect to 
68 the production or handling of such party 's share of oil and/or gas produced under the terms of this agreement. r *** * " 
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ARTICLE VII 
corainued 

1 G. Insurance: 

2 
3 At ail times while operations are conducted hereunder. Operator shall compiy with the workmen's ccmpensauon law of 
4 the state wr.ere the operauons are being conducted: provided, however, that Operator may be a self-insurer tor liability under said com-
!, pensauon laws in which event the onw charee that shall be maae to the iomt account shail be as provided in Exhibit' C" Operator shall 

iiso carrv c: provide insurance tor the benent ot tne iomt account ot the parties as outiined in Exhibit "D '. r.tacneo to anu maae a part 
r.ereot. Operator shall requtre ail contractors eneagea tn worn on or tor the Contract Area to comoiy with the worxmen s compensation 

5 .-iw oi tne state where the operauons are ceina cor.uuctea ana to maintain sucn otner insurance as Operator may requtre. 
9 

10 In the event automobile public liability insurance is specuied in said Exhibit " D " . or subseouentiy receives the approval ol the 

11 parties, nc airect charge shall be maae by Operator tor premiums paid ior sucn insurance tor Operator s automotive eauipment. 

12 
13 ARTICLE V I I I . 

14 ACQUISITION. MAINTENANCE OR TRANSFER OF INTEREST 
15 

16 A. Surrender of Leases: 
i7 

18 The leases covered by this agreement, msotar as thev embrace acreage in the Contract Area, shall not be surrendered in whole 
19 or m part uniess all parues consent thereto. 
20 

21 However, should any party desire to surrender its interest in any iease or in any poruon thereot. and the other parues do not 
22 agree or consent thereto, the party desiring to surrender shail assign, without express or implied warranty ot titie. ail of its interest in 
23 such lease, or poruon thereot. and any well, material and equipment which may be located thereon and anv rights tn production 
24 thereatter secured, to the parties not consenting to such surrender. If the intareoi oi the amiming puny ifi or includes an eii una EUJ in 
25 term, me assigning pany swaii execute ana deliver la 'lie pant or parties not consenting to such surrender an oil and gas iease covering 
26 iueh eii ana gas iniereji lor a term ot one i l'i your and oo ionu inereaicer ao oii and/or gas is praaucaa from in? land mi rred thereby, such 
27 k*M to oo on the torm aunehod huroto as exhibit i " . Upon such assignment or iease. the assigning party shall be relieved irom ail 
28 obligauons thereafter accruing, but not theretotore accrued, with respect to the interest assigned or leased and the operauon ot any well 
29 attributable thereto, and die assigning party shall have no further interest in the assigned or leased premises and its equipment and pro-
30 duction other than the royalties retained in any lease made under the terms ot this Arucie. The party assignee or iessee shall pay to the 
31 party assignor or lessor the reasonable salvage value ot the latter s interest in any wells and equipment attributable to the assigned or leas-
32 ed acreage. The value of all material shall be determined in accordance with die provisions of Exhibit "C". less the esumated cost of 
33 salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one party, the interest 
34 shall be shared by such parues in the proportions that the interest of each bears to the total interest of all such parties. 
35 
36 Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor 's or surrendering 
37 party's interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage 
38 assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this 
39 agreement. 
40 
41 B. Renewal or Extension of Leases: 
42 
43 If any party secures a renewal of any oil and gas lease subject to this agreement, all other parties shall be notified prompdy. and 
44 shall have the right for a period of thirtv (30) days following receipt of such notice tn which to elect to parucipaie in the ownership of die 
45 renewal iease. insofar as such lease affects lands within the Contract Area, by paying to the party who acquired it their several proper pro-
46 poruonate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be tn proportion to the 
47 interests held at that time by the parues in the Contract Area. 
48 
49 If some, but less than all. of die parues elect to participate in the purchase of a renewal lease, it shall be owned by the parues 
50 who eiect to participate therein, in a rauo based upon die relationship of their respecuve percentage of participauon in the Contract Area 
51 to the aggregate of die percentages of parucipauon in the Conuact Area of all parties participating in the purchase of such renewal lease. 

52 Any renewal lease in which less than all parues elect to participate shall not be subject to this agreement. 

53 
54 Each party who participates in the purchase of a renewal lease shall be given an assignment of its proportionate interest therein 
55 by die acquiring party. 

56 
57 The provisions of this Article shall apply to renewal leases whether they are for die entire interest covered by the expiring lease 
58 or cover only a portion of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor lease, or taken or 
59 contracted for within six (6) months after the expiration of tile existing lease shall be subject to this provision: but any lease takea-or con-
60 tracted for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not be subject to 
61 the provisions of this agreement. -~ 
02 . _ 

63 The provisions in this Article shall also be applicable to extensions of oil and gas leases. 
64 
65 C. Acreage or Cash Contributions: — -

66 " J T " ^ 
67 Whue this agreement is in force, if any party contracts for a conuribution of cash towards the drilling of a well or any. other 
68 operation on the Contract Area, such contribution shall be paid to die party who conducted the drilling or other operatkn'and.shall be 
69 applied by it against the cost of such drilling or other operation. If the contribution be in die form of acreage, the party-to* wncas the con-
70 tributica is made shall prompdy tender an assignment of die acreage, without warranty of tide, to die Drilling Panies in. the'tii i I M MI II I I 

I w r v u n i 
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ARTICLE VITJ 
CQQukTUfiCl 

said Drilling Parties shared tne cost of drilling the weii. Such acreage shall become a separate Contract Area and. to the extent possible, be 
governed by provisions identical to this agreement. Each parry shall promptly notity all other parries ot any acreage or cash rxntribuuons 
ii may obtain in support ot any well or any other operauon on the Contract Area. The above provisions shall also be applicable to op­
tional rights to earn acreage outside the Contract Area which are in support of a weil drilled inside the Contract Area. 

If any partv contracts tor anv consideration relating to disoosition ot such party's share ot substances oroduced hereunder, such 
consioerauon shall not be deemea a ccniriouuon as contempiateo tn this Arucie VIII.C. 

s 
9 D. Maintenance of Uniform interest: 

10 
11 For die purpose of maintaining ur.iiormitv ot ownership in the oil and gas ieasehoid interests covered by this agreement, no 
22 party snail sell, encumber, transfer or maxe otner disposition of its interest m the leases emoracea within the Contract Area and in wells. 
13 equipment and production uniess such disDosiuon covers either: 
14 
15 1. the entire interest of the party in all leases ana equipment and production: or 
16 
17 2. an equal undivided interest in ail leases and equipment and producuon tn the Contract Area. 
18 
19 Every such sale, encumbrance, transier or other disposition made by any party shall be made exprcsstv subject to this agreement 
20 and shall be made without preiudice to tne right oi the other parues. 
21 
22 If. at any time die interest ot any party is divided among and owned by four or more co-owners. Oserator. at its discretion, may 
23 reauire such co-owners to appoint a singie trustee or agent with full authority to receive nonces, approve expenditures, receive billings for 
24 ana approve and pay such party s share oi the joint expenses, and to deal generally with, and with power to bind, die co-owners of such 
25 party s interest within die scope of the operauons emoraccd in this agreement: however, ail such co-owners shall have the right to enter 
26 into and execute all contracts or agreements for the disposition ot their respective shares ot the od and gas produced from die Contract 
27 Area and they shall have the right to receive, separately, payment of the sale proceeds thereof. 
28 
29 E. Waiver of Rights to Partition: 

31 If permined by the laws of the state or states in which the property covered herebv is located, each pany hereto owning an 
32 undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its undivided 
33 interest therein. 
34 
35 F Pufaiamial Right tn Pimrliiuw 
36 
37 la any put* l u l u MI t»U ill nr my M n af iia mi 

3K 
39 
40 
41 
42 
43 
44 

proper « sell; ami. i f** o p u o R > 1 n g h t u c x e r c n £ d . S ^ ^ J ^ ^ ^ T ^ t T ^ * ihe oihcrpan 
bears to the toiai interest of ill purcnasmi oinics However .hr~ .L.i . 7 . ^ l ^ ^ g c * * B g r ' n t O T " m ™ proportions that the interest of eact 
montage its inters, or lo q . s iTon^ in^csU "y ™ ^ ^ ^ L T T f ^ " " " f ^ " ~ « « « * T party wishes to 
parent company or to a t u b , ^ 0 I [ v ^ ^ i r , ^ ^ ^ ^ ^ ^ - °' ° f *' H of iu ems,*,. s u * * ^ c 
to include all or any pan of . a I n L e V t , Z 2 S T Z L ^ ° n C * m * ' 0 n t y °'^"tocx. or where «iyp«ty dect 
interna l " " . ! " ! ^ ^ ^ ^ e x a u n * c - o r conveyance with a retained producuon payment, or is required to sdUassieri its 

46 1 " — — • _ 
47 ARTICLE IX. 

48 INTERNAL REVENUE CODE ELECTION 
•.49 

50 This agreement ts not intended to create, and shall not be construed to create, a relationship of partnership or an association 
51 for profit between or among the parties hereto. Notwitnstanding any provision herein that the rights and liabilities hereunder are several 
52 and not joint or collective, or that this agreement and operations hereunder shall not constitute a parmership. if. for federal Income tax 
53 purposes, this agreement and the operauons hereunder are regarded as a parmership. each parry hereby affected elects to befxehsded 
54 from the application of all of the provisions of Subchapter "K". Chapter'i. Subtide "A", of die interaai Revenue Code of 4 W . as per-
55 mined and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to ex-
56 ecute on behalf of each party hereby affected such evidence of this election as may be required by die Secretary of die Treasury of the 
57 United States or the Federal Internal Revenue Service, inriiiding specifically, but not by way of limitation, all of die returns, statements. 
58 and the data required by Federal Regulauons 1.761. Should there be any requirement that each party hereby affected give further 
59 evidence of this election, each such pany shall execute such documents and furnish such other evidence as may be required by the 
60 Federal internal Revenue Service or as may be necessary to evidence this election. No such party shail give any notices or take any other 
61 action inconsistent with die election made hereby. If any present or future income tax laws of die state or states tn which the Contract 
62 Area is located or any future income tax laws of the^uted States contain provisions similar to those in Subchapter ' 'K*\ Chapter 1. 
63 Subtide " A ". of die intemai Revenue Code of 4054. unaer which an eiecuon similar to that provided bv Section 761 of die Code is per-
64 mined, each party hereby affected shail make such eiecuon as may be permuted or required bv such laws, in making die foregoing eiec-
65 tion. each such party states that the income denveti by sucn pany from operations hereunaer can be aaeauateiy determined without die 
66 computauon oi partnership taxaole income. '?TT. ~~: 

67 L v ' f 
68 ' -
69 
70 
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j ARTICLE X. 
2 CLAIMS AND LAWSUITS 
3 
4 Operator may settle anv single uninsured third party damage ciaim or suit arising from operations nereuncter if die expenditure 
5 docs not exceed Twenty F i v e Thousand & No/100 . Dollars 

^ 25 ,000.00 jjjd l t the payment is in comoiete settlement oi such ciaim or suit. If the amount rccuirea tor settlement ex-
ceeos tne acove amount, tne parties hereto shaii assume ana take over tne turther nandlinii oi tne ciaim or suit, uniess sucn autnontv ts 

< Jt ieitatea to Ooerator. All costs ana expenses ot hanaiintt. settling, or otnerwise discharging sui;n ciaim or suit shall be at tne iomt ex-
9 pense ot the names oarncipating in tne ooeration trom wmch the ciaim or sun arises. If a claim ts maae against any party or u any party ts' 

10 ^ica on account oi anv matter arising from ooerations nereunaer over wmch sucn individual has no control because ot the rights given 
11 Operator bv this agreement, such party shall immeoiateiv notify ail other parttes. and die claim or suit shall be treated as any other ciaim 
12 or sun involving operauons hereunder. 
13 

14 ARTICLE XI. 

15 FORCE MAJEURE 

16 
17 11 any party is rendered unable, wholly or in pan. bv torce mateure to carry out its obligauons under this agreement, other than 
18 tre obligation to make money payments, that party shall give to all other parties prompt wntten notice ot the force mateure with 
19 reasonably full pamcuiars concerning it: thereupon, the obligauons ot the cany giving the notice, so tar as tnev are atfected by the force 
20 maicure. shall be susoended during, but no longer tnan. the conunuance ot the force maieure. The affected party shall use aii reasonable 
21 diligence to remove the force mateure situauon as quickly as practicable. 
22 
23 The requirement that any torce maieure shail be remedied with ail reasonable dispatch shall not require the settlement of strikes. 
24 lockouts, or other labor difficulty by the party involved, contrary to us wisnes: how all such difficulties shaii he handled shall be entirely 
25 witnin the discreuon of the party concerned. 
26 
27 The term "force maieure". as here employed, shail mean an act of God. strike, lockout, or other industrial disturbance, art of 
28 the public enemy, war. blockade, public riot, lightning, lire, storm, flood, exoiosion. governmental action, governmental delay, restraint 
29 or tnacuon. unavailability ot equipment, and anv otner cause, whether of the kind specifically enumerated above or otherwise, which is 

30 not reasonably within die control of the party claiming suspension. 

31 
32 ARTICLE XII. 
33 NOTICES 
34 
35 All nonces authorized or required between the pantes and required by any of the provisions of this agreement, unless otherwise 
36 specifically provided, shall be given tn writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed to 
37 the parues to whom die notice is given at the addresses listed on Exhibit "A". The originating nouce given under any provision hereof 
38 shall be deemed given only when received by the pany to whom such nouce is directed, and the time for such pany to give any notice in 
39 response thereto shall run from the date the origtnaung notice is received. The second or any responsive notice shall be deemed given 
40 when deposited in the mad or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party 

41 shall have the right to change its address at any time, and from ume to time, by giving wntten nonce thereof to all other parties. 

42 

43 ARTICLE XIII. 

44 TERM OF AGREEMENT 

45 
46 This agreement shall remain in full force and effect as to the oil and gas leases and/or oii and gas interests subject hereto for the 
47 period of time selected below: provided, however, no pany hereto shall ever be construed as having any right, title or interest tn or to any 
48 -ease or oil and gas interest contributed by any other pany beyond the term of this agreement. 

49 
50 n Option No. 1: So long as any of the oil and gas leases subiect to this agreement remain or are conumied in force as to any pan 

51 of the Contract Area, whether by production, extension, renewal or otherwise. 

52 
53 3 Option No. 2: In the event the weii described In Article VIsA„ or any subsequent well drilled under any provision of this 
54 agreement, results in producuon of oil and/or gas in paying quantities, this agreement shail continue in force so long as any such well or 
55 wetts produce, or are capable of production, and for an additional period of 9 0 days from cessation of all production: provided. 
56 however, if. prior to the expiration of such additional period, one or more of die parties hereto are engaged in drilling, reworking, deepen -
57 ing. plugging back, tesung or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
58 lions have been completed and if production results therefrom, this agreement shall continue in force as provided herein, in die event the 
59 well described in Arucie VI.A.. or any subsequent well drilled hereunder, results in a dry hole, and no other weil is producing, or capable 
60 of producing oil and/or gas from the Contract Area, this agreement shall terminate uniess drilling, deepening, plugging back or rework-
61 ing operauons arc commenced within 90 days from die date of abandonment of said well. 

62 
63 It is agreed, however, that the termtnauon of this agreement shall not relieve any party hereto from any liability which has 
64 accrued or attacned pnor to the date oi such termtnauon. 
65 _ ~ * 
66 - V 
67 

68 - in/js; 

70 iTTTrrT~E&_. 
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ARTICLE XIV. 

COMPLIANCE WITH LAWS AND REGULATIONS 

A. Laws, Regulations and Orders: 

6 This agreement shail be suuiect to the conservation iaws oi the state in which the Contract Area is located, to the valid rules. 

7 regulations, and orders ot anv uuiv constituted regulatory body ot said state: ana to all other applicable federal, state, and local laws, or-

8 finances, rules, regulations, anu orders. 

9 

10 B. Governing Law: 

11 

12 This agreement and all matters pertaining hereto, including, but not limited lo. matters ol performance, non-perinrya n |g xJ
, rJfe ,jti C 0 . 

13 remedies, procedures, rights, duties and interpretation or construction, shall be governed and determined by the law of the state m-wmrrr 

14 mrcgrnract Area 15ioc3tr̂ llTraram-an AiL'aisnrrtwuui nunc sum. L.irnrw-oi umsua'in— — •• -~ 
15 sltutt-govern. 

16 
17 C. Regulatory Agencies: 

18 

19 Nothing herein contained dull grant, ur be cunstrucd to grant. Operator ilie right or authority to waive or release any rights, 

20 privileges, or obligations which Non Operators may have under tederai or state laws or under rules, regulations or orders promulgated 

21 under such laws in reference tn uil, gas and.mincral operations, including the location, operation, or production ot wells, on tracts ulfsct-

22 ting or adjacent to the Cuntract Area. 

23 

24 With respect to operations hereunder. Non-Operators agree to release Operator trom any and all losses, damans, injuries, claims 

25 and causes of action arising out of. incident to or resulting directly or indirectly trom Operator's interpretation or application of rules. 

26 rulings, regulations or orders of the Department of F.nergy or predecessor or successor agencies to the exiem such uucrprr-i mon or up-

27 plication was made in good laith. Each Noil Operator further agrees to reimburse Oiierator lor any .iinouiiis applicable to such Non-

28 Operator's share ol production that Operator may he required to refund, rebate or pay as a result of such an incorrect iiitiTpretatiiin or 

29 appiicatiun, togeiher with interest and penalties thereon owini? I>y Operator as a result of such incorrect interpretation "r application. 

30 

31 Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to rhe purchaser 

32 of any crude oil sold hereunder or to any other person or entity pursuant to ihe requirements of the "Crude Oil Windfall Profit Tax Act 

33 of 1980", as same may be amended from time to time ("Act"), and any valid regulations or rules which may be issued Iiy the Treasury 

34 Department from time to time pursuant to said Act. Each party hereto agrees to furnish any and all certifications or other information 

35 which is required to lie furnished by said Act in a timely manner and in sufficient detail to permit compliance with raid Act. 

36 
37 A R T I C L E X V . 
38 O T H E R PROVISIONS 

39 
40 A. Failure of any party to execute this agreement shall not render it ineffective as to any pany which does execuu ihe tune. If 

" - T 1 " « « r g r 11 irr tnmnrrt. inn lignimrrr ami t < ± n n " ' i ' A p n * v " f , h * p*»»—. affixed thereto, may be combined by 
Operator in. and treated and given eiTect for all purpose* as a ungl« instrument. This agreement also may be miFied bv separate 

42 instrument referring hereto, each of which shall have the c licet of the original agreement and of adopting by reference all of the 
43 provisions herein contained. 

44 
B. Notwithstanding anything lo lite contrary in Article VI.B.2. or V1I.D.2.. Uie share of production from a weil which non-consenung 

45 parties shall be droned lo have relinquished lo consenting panics in any reworking, deepening, plugging back or completing of a 
46 weil; <<* audi terma are defined and used in Article VI.B.2. and Article VII.D.2.) shall be the non-consenting pan lies' share of 

production only from the interval or intervals of the formauon or lormauona from which producuon is obtained or increased aa a 
result of the operations in which the non-consenung parties did not parucipaie. In the event a subsequent operauon is proposed for 

48 such well by one or more consenting panies pnor to recovery of all costs and penalties recoverable from the relinquished interest of 
49 noe onnunling pany in said interval or formation, non-consenting pany shail be entitled to participate therein to the extent of its 

interest prior to reiinquuhmenL 

66 
67 
68 
69 

50 

" C Notwithstanding anything contained hereinabove lo the contrary, non-operalort may elect to be earned as a non-consenting party, 
52 in ihe initial well lo be drilled or recompleted hereunder. The non-consenung penally provisions of Article VI.B.2a. and b. shall be 
5 I applicable except that for purposes of calculating payout on the initial well, if it is a New Mexico Fruitland Coal well and only if. the 

"4QO.Vigurec«iiiivei2land22of Article VI.B.Ib. sruui be replaced with ihe figures "256V.". All other wells remain at '400* \ 
54 
55 0. Notwithstanding anything lo live contrary contained in Article VU.&V. each party (conlributing pany) contributing a lease or 
3£ leaaea (original lease) lo this agreement shall have the option, but not the obligation, at any lime prior lo and for sixty (60) days after 
,_ the expirauon of the original tease to renew such lease and to alone bear the cost and expense thereot'and thereby maintain iu right, 

title and interest tn the tract or Iracu included in ihe onginal lease and Ihe renewal thereof. If more than one pany owns an inlcrest in 
58 tha original leas*, tha option granted herein shall inure to the benefit of such parties jointly and severally. If any pany hereto other 
59 than the contributing pany (renewing party) renews the lease at any time, the renewing party shall furnish the contributing party an 

rlemired suJcment of the total cost and expense incurred in acquiring audi renewal lease. Tlie oorttnbuling party shall have sixty 
(60) days after the receipt of such itemized statement lo reimburse the renewing pany in full If ihe conuibuting pany makes such 

61 rfirnbtn-seTnenC it shall receive from the renewing party an assignment, subject to this agreement, of all right, title and interest in and 
62 lo the renewal lease, tf the contnbuting pany either renews such lease at its expense, or fully reimburses the renewing pany, the 

parties' interests hereunder in the Contract Area aluil remain unchanged. If the contnbuiing pany exercises neither of the options 
provided above it shall thereby forfeit iu right under this Article XV.D.. as lo such renewal lease and the renewal lease shall 

64 thereafter be subject to all Ihe terms and conditions of Article V1I.B. hereof. This Article XV.D. shall apply in like manner to 
65 extensions of lease. 

E. This Operating Agreement shall supersede and replace any previous Operating Agreemenu governing the depths covered in Ihe 
Contract Area shown on the Exhibit "A*. 1 : 



ARTICLE XV 
OTHER PRO VISiaNS 

Through mutual consent the parties hereto may elect to 1) convert any weil drilled hereunder to a disposal well 
or any other valuable use, or 2) convey any well drilled hereunder and associated faciliues and equipment to 
another party or group of parues and the parues hereto shall share in the value received and the costs borne due 
to such conversion or conveyances as the parties'' interest is set forth in Exhibit "A": except in any well drilled 
hereunder in which a party or parues went non-consent in the drilling of such well and the producuon from such 
well has not equaled the percentage of costs related to such weil provided in Arucie VI.B.2.. the approval of 
such conversion or conveyance is required only by the Consenung Parties, and costs borne and the vaiue received 
due to such conversion or conveyance shail be shared by the Consenting Parues in accordance with their cost 
bearing share of the drilling of such well. 

PRIORITY OF OPERATIONS 

If at any rirn* there is more than one operation proposed in connecuon with any well subject to this agreement, 
then unless all Consenung Parties agree on the sequence of such operation, such rffoposais shall be considered 
and disposed of in die following order of priority: 

(1) A proposal to do additional logging, cormg or tesung; 

(2) A proposal to deepen the well to "authorized depth" if logging and testing in option (1) above indicate 
the weil hg» not reach authorized depth and formation. 

(3) A proposal to attempt to complete the well at the authorized depth in the manner set forth in the AFE 
(i.e^ in accordance with casing, stimulation and outer completion programs set forth in AFE); 

(4) A proposal to attempt to complete the well at the authorized depth in a m»mw different than as set 
forth, in the AFE; 

(5) For a horizontal well, a proposal to extend the length of the lateral drain hole for a specified number of 
feet in die direction it is drilling with priority given to the shortest additional length proposed by any of 
the Consenting Parties; 

(6") For a horizontal well, a proposal to drill a new lateral dram hole in a different direction at the 
antnanzed depth; 

(7) For a horizontal well, a proposal to drill a new lateral drain hole a different depth, with priority given 
in â cfflriing order to objectives above the authorized depth, and then in rirvmrting order to 
objectives below the authorized depth; 

(8) A proposal to piug back and attempt to complete the well at a depth shallower than the authorized 
depth, witiiphoxiiy given to objectives in r^m'iing order up the holr. 

(9) A proposal to sidetrack the well to a new target objective, with priority given first in nranriing order 
to objectives above the authorized depth, and then in d<~~-.4iwe order to the objectives below the 

(10) A proposal to deepen the well below the authorized depth, with priority given to objectives in 
drar/nning order. 

No party may propose any operation with respect to any well (I) while there is pending a prior proposal far any 
operation rrrpfrting such weil until that proposal is withdrawn or until the operauon contemplated thereby has 
been completed or (ii) while there is in piugicss any operation on such well until such operation has been 
completed i 

If, at the time the parues are considering a proposed operation, the well is in such condition, in the Operator's 
judgment, that a reasonably prudent operator would not conduct such operation for fear of mechanical 
ctfiEculties, placing the hole, equipment or personnel in danger of loss or injury, or fear of loss of the well for 
any reason without being able to attempt a completion at the authorized depth, then the proposal shall be given 
no priority to any proposed operation except for plugging and uVumricTing the well. 

If a well being drilled hereunder is a horizontal well, then the provisions of this agreement relating to 
sidcSracicing of a well shall be of no force and effect 
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ARTICLE XV 
OTHER PROVISIONS 

H. CONFIDEMTALITY 

Operator and each Non-Operator hereby agree to keep confidential all information 
pertaining to the initial well drilled pursuant to Article VI.A of this Agreement, and that, 
without the prior written consent of all parties hereto, the information will not be disclosed 
to any person or legal entity not a party to this Agreement for a period of one year 
following completion of said well as a well capable of producing or plugging and 
abandonment of the same as a dry hole; except that (i) Operator shall have the right to 
make such disclosures and filings as may be mandated by applicable laws, rules, 
regulations or orders of governmental authorities having jurisdiction, provided Operator 
shall take reasonable steps to maintain the confidentiality of such disclosures and filings to 
the extent permitted by such laws, rules, regulations or orders, if any, and (ii) each party 
hereto shall have the right to disclose such information to any of its affiliates, provided 
such affiliate agrees in writing^ to be bound by the confidentiality provisions of this 
Agreement. "Affiliate" means any company or legal entity which directly or indirectly 
controls the disclosing party, or which is directly or indirectly controlled by the disclosing 
party, or which is directly or indirectly controlled by a company or entity which ciirectly or 
indirectly controls the disclosing party. "Control" means the right to exercise more than 
50% of the voting rights in the appointment of the directors of the applicable company. 
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ARTICLE XVI. 

MISCELLANEOUS 

This agreement shall be binding upon and shall inure to the benefit of the parues hereto and to their respective heirs, devisees, 
legal representatives, successors and assigns. 

This instrument may be executed in any number of counterparts, each of which shall be considered an original for all purposes. 

IN WITNESS WHEREOF, this agreement shall be effective as of 1 s t day of A p r i l , 1Q 97 . 

OPERATOR 

Burlington Resources Oil & Gas Company 

BY: 
Robert T. Kennedy, Attorney-in-Fact 

NON-OPERATORS 

Conoco Inc. 

BY: 

Amoco Production Company 

BY: 

Total Minatome Corp. 

BY: 

Lee Wayne Moore and JoAnn Montgomery 
Moore, Trustees 

BY:. 

BY:. 

B Y L 
] 

BY: 

Robert Warren Umbach K II, I 

»S/>2vV 

Ci J )•) 
George William Umbach :j"7'M f v i is t rnl-'h.tr -I 

• . i tr ' rti ji.iti.vi/M .n tviihiiu tiy 

aii'r<tt.<'i A:* *i wl'-jt- -J t ..'ii••Ultra ij^oV-ni 
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NON-OPERATORS CONT. 

Sunwest Bank of Albuquerque, N.A., 
as Agent for: 

Lowell White Family Trust 
Walter A. Steele 
Estate of G.W. Hannett 
T. G. Cornish 
Patricia Hueter 
Mary Emily Voller 
A. T. Hannett 

BY: 
Catherine Rugen 

Hope G. Simpson Estate 

BY: 

BY: 
Nancy H. Gerson (FKA Nancy H. Haskens) 

BY: 
Minnie A. Fitting 

BY: 
Robert P. Fitting 

BY: 
Catherine H. Ruml 

Katherine I . White 

BY: 

BY: 
Elizabeth B. Farrington 

BY: 
Mary S. Zick (FKA Nancy S. Zick) 

BY: 
Walter B. Farnham 

BY: 
Roy E. Bard, Jr. 

BY: 
Robert T. Isham 
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NON-OPERATORS CONT. 

BY: 
Mary F. Love 

BY: 
James C. Bard 

BY: 
William P. Sutter 

George S. Isham Trust 

BY: 

BY: 
Albert L. Hopkins, Jr. 

BY: 
Kay B. Gundlach (FKA Kay B. Towle) 

BY: 
Virginia W. Isham 

BY: 
Eleanor Isham Dunne 

John M. Simpson & William Simpson Trust U/W 
James J. Simpson 

BY: 

Michael Simpson Trust 

BY: 

Patricia Simpson Trust 

BY: 

James F. Curtis 
Patrick J. Herbert I I I 
Successor Trustee U/A/D 2-9-79 
FBO James F. Curtis 

BY: 

15a 



NON-OPERATORS CONT. 

Gwendolyn S. Chabrier 
Patrick J. Herbert I I I 
Successor Trustee U/A/D 2-9-79 
FBO Gwendolyn S. Chabrier 

BY: 

William Simpson Trust 
Patrick J Herbert I I I 
Successor Trustee Of The 
WM Simpson Trust Dtd 12-17-79 

BY: 

Henry P Isham Jr., Deed 
First Natl. Bank of Chicago-Agent 
VW & RT Isham Trustees 
UWO Henry P. Isham Jr., Deed 

BY: 

Cortlandt T. Hill Trust 
1st Trust NA & Gaylord W. Glarner 
Trustee UADtd 9/16/74 

BY. 

Martha M Lattner Trust 
James E Palmer Successor 
Trustee U/T/A Dtd 2/21/63 
FBO Martha M. Lattner Settlor 

BY. 

BY: ^ 
Robert D. Fitting 

BY: 
W. Watson LaForce, Jr. 

BY: 
J. Robert Jones 

BY: 
Robert B. Farnham 



NON-OPERATORS CONT. 

BY. 
Charles Wells Farnham, Jr. 

BY: 
Louis W. Hill, Jr. 

Ralph A Bard Jr , Trustee 
(FKA Ralph A. Bard, Jr. Trust) 
U/A/D February 12, 1983 

BY: 

Ralph Austin Bard Jr. 
(FKA Ralph A. Bard, Jr. Trust) 
Trustee U/A/D 7-25-49 

BY: 

Guy R. Brainard Jr. Trustee, of 
the Guy R. Brainard Jr, Trust 
Dated 9/9/82 

BY: 

Ralph U. Fitting Jr., Trust 

BY: 

Sabine Royalty Company 

BY: 

Judith Shaw Trust 
U/A/D 4-14-66 

BY: 

Nancy C. Bard, Lisa Bard Field 
Sharon Bard Wailes & Travis 
Bard Ind & Collectively As 
Co Trustees U/C/O Dtd 10-7-86 

BY. 



NON-OPERATORS CONT. 

Elizabeth T. Isham Trust 
Robert T. Isham & G.S. Isham & 
First Natl Bank Of Chicago Trust 

BY: 

Roger D. Shaw Jr, Trust 
U/A/D 8-27-62 

BY: 

William W. Shaw Trust 
U/A/D 12-28-63 

BY: 

BY: 
Diane Deny 

BY: 
Joan Deny 

Anthony Bard Boand 

BY: 

BY: 
Dorothy M. Deny 

Keyes Baber Properties 
C/O TX Commerce Bank Midland 
Acct #50-1532-00 

BY: 

BY: 
George A. Ranney 

BY: 
Fredrick F. Webster, Jr. 
(FKA Webster Properties Partn.) 

F F. Webster IV Trust Estate 
(FKA Webster Properties Partn.) 

BY. 

15a 



NON-OPERATORS CONT. 

John I . Shaw Jr., Trust 
U/A/D 1-2-57 

BY: 

Susanne Shaw Trust 
U/A/D 9/11/53 

BY: 

Arch W. Shaw I I Trust 
U/A/D 2/1/71 

BY: 

Bruce P. Shaw Trust 
U/A/D 6/8/72 

BY: 

Norman L. Hay Jr., Trustee of the 
Norman L Hay Jr. Gs Trust 

BY: 

Edward L. Ryerson J.r Trust 
(Fka Edward L. Ryerson) 
Cambridge Trust Co Trustee 

BY: 

Margaret Stuart Hart 
Northern Trust Bnk/Lake Forest 
& Margaret Stuart Hart Co-Trustee 
U/A Robert Douglas Stuart 

BY: 

Robert Douglas Stuart Jr. 
Northern Trust Bank/Lake Forest 
& Robert Douglas Stuart Jr, 
Co-Trustee U/A Robert D. Stuart 

BY. 



NON-OPERATORS CONT. 

Anne Stuart Batchelder Trust 
First Natl Bank Of Chicago & 
U/A Robert Douglas Stuart 

BY: 

Harriet Stuart Spencer 
First Natl Bank Of Chicago & 
U/A Robert Douglas Stuart 

BY: 



ACKNOWLEDGMENTS 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SAN JUAN ) 

The foregoing instrument was acknowledged before me this day of 
, 1997, by Robert T. Kennedy, Attorney-in-Fact, of Burlington Resources 

Oil & Gas Company, a Delaware corporation, for and on behalf of said corporation. 

My Commission Expires: 
Notary Public 

STATE OF 

COUNTY OF 

J 
) ss. 

- ) 

The foregoing instrument was acknowledged before me this day of 
, 1997, by , , of 

, a corporation, for and on behalf of said 
corporation. 

My Commission Expires: 
Notary Public 

STATE OF 

COUNTY OF 

J 
) ss. 

. ) 

The foregoing instrument was acknowledged before me this 
, 1997, by , 

Trust. 

day of 
, of 

My Cornmission Expires: 
Notary Public 



ACKNOWLEDGMENTS CONT. 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day 
, 1997, by , an individual. 

Notary Public 

My Commission Expires: 


