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EXHIBIT "A" 

Attached to and made a part of that certain Operating Agreement dated April 1, 1997, by 
and between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and 
as Non-Operators. 

LANDS SUBJECT TO OPERATING AGREEMENT: 

Township 31 North. Range 10 West 
Section 8: Lots 1,2,3,4, 5, N/2, NE/4 SW/4, W/2 SW/4 (ALL) 
San Juan County, New Mexico 
containing 639.78 acres, more or less 

FL RESTRICTIONS. IT ANY, AS TO DEPTHS OR FORMATIONS: 

Limited to all depths below the Dakota formation. 

UL ADDRESSES AND WORKING PERCENTAGE INTERESTS OF PARTIES TO 
THIS AGREEMENT: 

Burlington Resources Oil & Gas Company 
c/o Land Department 
P.O. Box 4289 
Farmington, New Mexico 87499 
Main # 505-326-9700 
Fax # 505-326-9781 

OPERATOR 
9.310450% 

NON-OPERATORS 

Working Interest Owners 
Conoco Inc. 
10 Desta Drive, Suite 100W 
Midland, TX 79705-4500 

Amoco Production Company 
P.O. Box 800 
Denver, CO 80201 

Total Minatome Corp. 
2 Houston Center, Suite 2000 
909 Fannin 
P.O. Box 4326 
Houston, TX 77210-4326 

Cross Timbers Oil Co.,. LP 
810 Houston Street, Suite 2000 
Fort Worth, TX 76102 

Lee Wayne Moore and JoAnn Montgomery 
Moore, Trustees. 
403 N. Marienfield 
Midland, TX 79701 
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GWI 
9.310450% 

68.073400% 

4.652200% 

3.374700% 

2.251700% 

PARTICIPATE/ 
FARMOUT 

YES 

YES 

NO 

YES 

NO 
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EXHIBIT "A" CONT. 

George William Umbach 1.416600% YES 
2620 S. Maryland Pkwy. #496 
Las Vegas, NV 89109 

Robert Warren Umbach 1.416600% YES 
P.O. Box 5310 
Farmington, NM 87499 

Lowell White Family Trust .048460% YES 
c/o Sunwest Bank of Albuquerque, N.A. 
Attn: Catherine Rugen 
P.O. Box 26900 
Albuquerque, NM 87125-0500 

Walter A. Steele .048460% YES 
c/o Sunwest Bank of Albuquerque, N.A. 
Attn: Catherine Rugen 
P.O. Box 26900 
Albuquerque, NM 87125-6900 

Estate of G W Hannett .040380% YES 
c/o Sunwest Bank of Albuquerque, N.A. 
Attn: Catherine Rugen 
P.O. Box 26900 
Albuquerque, NM 87125-6900 

T. G. Cornish .032300% YES 
c/o Sunwest Bank of Albuquerque, N.A. 
Attn: Catherine Rugen 
P.O. Box 26900 
Albuquerque, NM 87125-6900 

Patricia Hueter .008100% YES 
c/o Sunwest Bank of Albuquerque, N.A. 
Attn: Catherine Rugen 
P.O. Box 26900 
Albuquerque, NM 87125-6900 

Mary Emily Voller .008100% YES 
c/o Sunwest Bank of Albuquerque, N.A. 
Attn: Catherine Rugen 
P.O. Box 26900 
Albuquerque, NM 87125-6900 

A. T. Hannett 008100% YES 
c/o Sunwest Bank of Albuquerque, N.A. 
Attn: Catherine Rugen 
P.O. Box 26900 TOTAL 100.000000% 
Albuquerque, NM 87125-6900 
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EXHIBIT "A 

Attached to and made a part of that certain Operating Agreement dated April 1, 1997, by 
and between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and 
as Non-Operators. 

L LANDS SUBJECT TO OPERATING AGREEMENT: 

All lands covered by that certain Operating Agreement dated November 27, 1951, as amended 
(GLA-46), between Brookhaven Oil Company and San Juan Production Company and those 
certain lands described in Exhibit "A-l" . 

IL RESTRICTIONS. IF ANY, AS TO DEPTHS OR FORMATIONS: 

All Depths 

DX ADDRESSES AND WORKING PERCENTAGE INTERESTS OF PARTIES TO 
THIS AGREEMENT: 

Burlington Resources Oil & Gas Company OPERATOR 
c/o Land Department 
P.O. Box 4289 
Farmington, New Mexico 87499 
Main # 505-326-9700 
Fax #505-326-9781 

NON-OPERATORS 

Working Interest Owners 
George William Umbach 
2620 S. Maryland Pkwy. #496 
Las Vegas, NV 89109 

Robert Warren Umbach 
P.O. Box 5310 
Farmington, NM 87499 
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A.A.P.L. FORM.610-1982 

MODEL FORM OPERATING AGREEMENT 

OPERATING AGREEMENT 

DATED 

A p r i l 1 19 _22_ . 

OPERATOR BURLINGTON RESOURCES OIL & CAS COMPANY 

CONTRACT ARFA SECTION 8. TOWNSHIP ?1 WORTH. BAMCT tn WEST 

(hots 1 . 2 . 3 . 4 . 5. S/2. NE/4 SW/4. B/7 SW/4 (ALI.l 

COUNTY OR PARISH OF SAN JUAN STATE OF NEW MEXTro 

COPYRIGHT 1982 — ALL RIGHTS RESERVED 
AMERICAN ASSOCIATION OF PETROLEUM 
LANDMEN, 2408 CONTINENTAL LIFE BUILDING, 
FORT WORTH. TEXAS. 76102. APPROVED FORM. 
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

l OPERATING AGREEMENT 

3 T ^ ^ m i T O T ^ ^ h . ^ ! BURLINGTON RESOURCES OIL & GAS COMPANY 
4 . heromiter designated and 

5 relerrea to as Operator". ana the signatory party or parties otner tnm Operator, sometimes heremaiter reierred to individuailv herein 

6 as "Non-Operator '. ana collectively as "Non-Operators '. 

7 
8 WITNESSETH: 

9 
10 WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas interests in the land identified in 

H Exhibit " A " , and the parnes hereto have reached an agreement to explore and develop these leases and/or oil and gas interests tor the 

12 production oi oil and gas to the extent and as hereinafter provided. 

13 
14 NOW, THEREFORE, it is agreed as follows: 
15 
16 ARTICLE I . 
17 DEFINITIONS 
18 

19 As used m this agreement, the following words and terms shall have the meanings here ascribed to them: 
20 A. The term "oil and gas" shall mean otl. gas. casinghead gas. gas condensate, and all other liquid or gaseous hvdracarbons 

21 and other marketable substances produced therewith, unless an intent to limit the lnclusiveness of this term is specuicaliy 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 Contraa Area which are owned by the parues to this agreement. 
24 C. The term "oil and gas interests" shall mean unleased iee and mineral interests in tracts of land lying within the 
25 Contraa Area which are owned by parties to this agreement. 
26 D. The term "Contraa Area" shall mean all of the lands, oil and gas leasehold interests and oil and gas interests intended to be 
27 developed and operated for oil and gas purposes under this agreement. Such lands, oil and gat Igaaahalfl iniarni ana ail *na »m imaram 
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 federal 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 Parues. 
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 die context otherwise clearly indicates, words used in the singular indude the plural, die plural includes die 
39 singular, and the neuter gender includes the masculine and the fermnine. 
40 
41 ARTICLE I I . 

42 EXHIBITS 
43 

44 The following exhibits, as indicated below and attached hereto, are incorporated in and made a pan hereof: 
45 55 A. Exhibit " A " , shall include the following information: 
46 (1) Identihcauon of lands subject to this agreement. 
47 (2) Restrictions, i i any, as to depths, formations, or substances. 
48 (3) Percentages or fractional interests of parties to this agreement. 
49 (4) Oii and g«a liana » i » i ail m i jui imiitan majaei la ifia agreemanii 
50 (5) Addresses of parties for notice purposes. 
51 • D. Exhibit "D" , Tuim uf Iiiajt. 
52 UJ C. Exhibit "C", Accounting Procedure. 
53 SI D. Exhibit " D " , Insurance. 
54 S E. Exhibit "E", Gas Balancing Agreement. 
55 SI F. Exhibit "F", Non-Discrimination and Certification of Non-Segregated Facilities. 
56 • G. Exhibit "G" . Tax Patuieiahia. 
57 U any provision of any exhibit, except Exhibits " E " and " G " . is inconsistent with any provision contained nucha body 

58 of this agreement, the provisions in the body of this agreement shall prevail £ 

59 
60 
61 
62 .2 
63 
64 
65 -,:<~ -
66 ~ 
67 ?»<»"• 
68 
69 
70 
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A.AJ\L FORM 610 - MODEL FORM OPERATING AGREEMENT • 1982 

1 ARTICLE HI. 
2 INTERESTS OF PARTIES 
3 
4 h. Oil uuu Qai imtuesu. 
5 
6 U Bi l l LHI1.I UIIIIJ Jll Ull J l l l i £JJ I IUL IU I 111 U l l C . U U J H • —Jl IUUI . J I JlluU UL IILMLU IUI J l l UUIUUJU Ul l l l l i J l l L U l l L . i l 

7 «nu uui i i i t mil IL IUI I ILRUI LU I I u H U L LUILILU »•» m leim »i uii .nn I « J n m i i l m i n i m Siuiiiui " D " . ma m L v „ n u m u m 

8 iiiuii be ULLIHLU m unn uuui IIIL . u Iu I I I imnLJi l U L i n i i in !ucn i n n n i l i l t u l l l i l l ui l i l t iujegHWWWeS. 

9 
10 B. Interests oi 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 Contraa 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 all production oi oil and gas from the Contraa Area sumea to the 
15 payment of royalties to the extent «fc due. _whiih ikiU »• ktixn n imiiiiMiii in iniiii. 
16 
17 Regardless of which parry has contributed the ieasesl and/or oii and gas tntensosl hereto on which royalty is due and 
18 payable, each party entitled to receive a share of producnon of oil and gas trom die Contraa Area shall bear and shall pay or deliver, or 
19 cause to be paid or delivered, to the extent of its interest in such production, die royalty amount stipulated hereinabove and shall hold the 
20 other parues tree from any liability therefor. 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 ii any such other party's lessor or royalty owner should demand and 
22 receive settlement on a higher price basis, the party contributing the affeaed lease shall bear the additional royalty burden attributable to 
23 such higher price. 
24 
25 Nothing contained in this Articie III.B. shail be deemeo an assignment or cross-assignment oi interests covered hereby. 
26 
27 C. Excess Royalties, Overriding Royalties and Other Payments: 
28 
29 Unless changed by other previsions, ii the interest oi any party in any iease covered hereby is subject to any royalty. 
30 overriding royalty, production payment or other burden on production in excess oi the amount stipulated in Article III.B- such party so 
31 burdened shaU assume and alone bear all such excess obligations and shail indemnu'y and hold the other parues hereto harmless from any 
32 and aU claims and dermoids for payment asserted by owners of such excess burden. 
33 
34 D. Subsequently Created Interests: 
35 
36 If any party should hereafter create an overriding royalty, production payment or other burden payable out of production 
37 attributable to its working interest hereunder, or ii such a burden existed prior to wis agreement and is not set forth tn Exhibit "A", or 
38 was not disclosed in writing to all other parnes prior to the execution of this agreement by all parries, or is not a joinriy acknowledged and 
39 accepted obligation of all parnes (any such interest being hereinafter leieiied to as "subsequently created interest" irrespective oi the 
40 timing oi its creation and the party out of whose working interest the subsequently created interest is derived being heretnaher teleiied 
41 to as "burdened parry"), and: 
42 
43 1. If the burdened party a required under this agreement to assign or relinquish to any other party, or parnes. all or a portion 
44 of its working interest and/or the production attributable thereto, said other party, or parties, shall receive said assignment and/or 
45 production free and clear of said subsequently created interest and the burdened party shail indemntfy and save said other party. 
46 or sernes. harmless from any and all claims and demands for payment asserted by owners of the subsequently created interest: 
47 and. 

48 

49 2 Ii the burdened party fails to pay, when due. its share oi expenses chargeable hereunder. aU provisions of Article VII.B. shall be 
50 enforceable against the subsequently created interest in die same manner as they are enforceable against the working interest of 
51 the burdened party. 
32 
53 ARTICLE IV. 
54 TITLES 
55 
56 A. Title examination: 
' 7 i _ 
58 Title examination shall be made on the drillsite of any proposed well prior to commencement oi drilling operations or. if 
59 the Drilling Parties so request, atle examaunoc shall be made on the leases and/or oil and gas interests mduded. or planned to be mdud-
60 ed. in the drilling unit around such well. The opinion will indude the ownership oi the working interest, minerals, royalty, overriding 
61 royalty and production payments under the applicable leases. At the time a weil is proposed, each party conmbuting leases andidr oil and 
62 gas interests to the drillsite. or to be mduded in such drilling unit, shall furnish to Operator all abstracts (including federal lease sums 
63 reports), titie ooinions. ntie papers and curative material in its possession iree oi charge. All such information not m the possession of or 
64 made available to Operator by die parries, but necessary for the exarninarion of the ritle. shall be obtained by Operator-Operator shall 
65 cause ode to be naminrri by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be furmshed to each party 
66 hereto. The cost incurred by Operator in this title program shall be borne as follows: ' •' t * - f •-" 
67 ^ j n .w 
68 LJ Ouutin ?iu 1. Cuiu i i i i un iu Ii) O u t w u i in uiueuii i i i abjuatu and u i i i ixauiiiiauuii liin.luiliiij, u i i l i iu i im>. juuy iu iB i iu l . 

69 mm mi gta lumi.i ufMrnrntrnteiimmm t̂dn liik n«*m»rmimr+e*+tf**t*fie*ammm^ aj uiuiiiiertfflBttrr''V'y^ 
70 and shaii wui m a i»iii maiai, nliLiiiu puiuinnd ui OULHIBI J jtaii auwimj ui ui uuuiui ailulULjJ, ••— •• ,r.'..* 
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AAP.L FORM 610 • MODEL FORM OPERATING AGREEMENT • 1982 

ARTICLE IV 
continued 

1 8 Oonon No. 2: Costs incurred by Opentor in procuring abstracts and fees paid outside attorneys tor ntie exirmnanon 
2 (induding preliminary, supplemental, shut in gas royalty opinions and division order title opinions) shall be borne by the Drilling Parties 
3 in the proportion that the interest ot each Drilling Party bears to the total interest of all Drilling Parnes as such interests appear in Ex-
4 hibit "A". Operator shail make no charge for services rendered by its sun attorneys or other personnel in the penornunce of the above 
5 functions. 
6 
T Each pany shall be responsible for securing curative matter and pooling amendments or agreements required in connection 
S with leases or oii and gas interests contriouted by sucn party. Operator snail be responsible for the preparauon ana recoraing ot pooling 
9 designations or declarations as weii as the conduct ol hearings beiore governmental agencies tor the securing ot spacing or pooling orders.' 

10 This shall not prevent any party irom appearing on its own behalf at any such heanng. 
U 
12 No well shall be drilled on the Contraa Area until after (11 the ntie to the drillsite or drilling unit has been examined as above 
13 provided, and (2) the ntie has oeen approved by the examining attorney or title has been accepted by all of the parnes wno are to par-
14 ticipate in the drilling oi the well. 
15 
16 B. Loss oi Title: 
17 
18 1. ru lmi ui Ti.i.. jiiu'j.u Jin uu ami tiu uuuui ui ILUJL. uf IIIUMSI l i i inw. ui. iu)i ihnuaii iailmi ai uiii. nimh IUJJ mailt m > 
19 reduction ot interest trom that shown on Exhibit "A", the pany contributing the affected lease or interest shall have ninety <90)dr>s 
20 from final determination of title failure ta acquire a new iease or other instrument curing the entirety of the title failure, which arquisi-
21 non wiii not be subject to Article VIJI.B.. and failing to do so. this agreement, nevertheless, shall continue in force as to all remaining oil 
22 and gas leases and interests: and. / 
23 (a) The party whose od and gas lease or interest is affected by the title failure shall bear alone the entire ioss vynt shall not be 
24 endued to recover from Operator or the other parues any development or operating costs which it may have theretofore paid or incurred. 
25 but there shall be no additional liability on its pan to the other parties hereto by reason of such title failure: / 
26 (b) There shall be no retroactive adiusrment of expenses incurred or revenues received from the operauon/6t the interest which has 
27 been lost, but the interests ot the parues shall be revised on an acreage basis, as of the time it is determined fynlly that utle failure has oc 
28 currea. so that the interest ot the party whose lease or interest is affected bv the title failure wiil thereafter be reduced in the Contraa 
29 Area by the amount of the interest lost: / 
30 (c) If the proportionate interest of the ether parties hereto tn any producing well [heretofore drilled on the Contraa Area is 
31 increased by reason of the title failure, the pany whose utle has failed shall receive the proceed* attributable to ihe increase in such in-
32 tcrest (less costs and burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connecnon with such 
33 welt / 
34 (d) Should any person not a party to this agreement, who is determined to be/he owner oi any interest in the utle which has 
35 failed, pay in any manner any pan of the cost of operation, development, or equipment, such amount shall be paid to the party or parnes 
36 who bore the costs which are so refunded: / 
37 (e) Any liability to account to a third pany for prior produaion of/ i l and gas which arises by reason of titie failure shall be 
38 borne by the party or parnes whose utle failed in the same proporaonyvi 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 bring the intention of the parnes hereto that each shall defend title to its interest and bear all expenses tn 
41 connecnon therewith. / 
42 / 
43 2 Loss bv Non-Payment or Erroneous Payment $ Amount Due: If. through mistake or oversight, anv rentaL shui-m well 
44 payment, minimum royalty or royalty payment, is no/paid or is erroneously paid, and as a result a lease or interest therein teirmnates. 
45 there shall be no monetary liability against the parur who failed to make such payment. Unless the party who failed to make the required 
46 payment secures a new lease covering the sameinterest within ninety (90) days from the discovery of the failure to make proper payment. 
47 which acquisition wiil not be subiect to Aroafe VIII.B.. the interests of the parues shall be revised on an acreaee basis, effeenve as oi the 
48 date of termination oi the iease mvdvedytnd the party who failed to make proper payment wiil no longer be credited with an interest m 
49 the Contraa Area on account of ownership oi the iease or interest which has terminated. In the event the pany who failed ra make the 
50 required payment shall not have bam fully reimbursed, at the ome oi the loss, from the proceeds of the sale of oii and gas attributable to 
51 the bst interest, calculated on an acreage basis, for the development and operating costs theretofore paid on account of such interest, it 
52 shall be reimbursed for unretoveied actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled 
53 or welb previously abandoned) from so much of the following as is necessary to effect reimbursement: 
54 (a) Proceeds of oa and gas. less operating expenses, theretofore accrued to the credit of the lost interest, on an acreage basis. 
55 up to the amount*! unrecovered costs; 
56 (b) Proceeds', less operatmg 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 irom any wells thereafter drilled) which, in the absence of such lease 
58 ternmiation. would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said 
59 rjoronp'of the oil and gas to be comnbuted by the other parues m 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 t ) j t . iu i m i p i l l l i l j , L Ul UU l l lUU l l l l l l III I I I L C U I I U I L I I ' l l l l l UI ULLUIIIIIIl 1 UIII 11 IU I1IIJ ign .UUU. l l . 

62 
63 3. Other Losses: All losses incurred, mini iimn mux JLI until in I'IUILILJ iVD.l, mid IVD.l tiuun. shaii be joint losses 
64 and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining portion of 
65 the Conu-aa Area. 
66 - • ••" 
67 .' — 
68 
69 ?»7V 
70 - - • •ySJ-
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A.A.P.L. FORM 610 • MODEL FORM OPERATING AGREEMENT - 1982 

! ARTICLE V. 

2 OPERATOR 

3 
4 A. Designation and Responsibilities of Operator: 

5 

6 BURLINGTON RESOURCES OIL & GAS COMPANY te m e 

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

10 negligence or wilful 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 nonce thereof to Non-Operators. 
15 If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as 
16 Operator. Operator shall be deemed to have resigned without any anion by Non-Operators, except the selection of 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 affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit " A " remaining 
19 after excluding the voting interest of Operator. Such resignation or removal shall not become effective until 7.00 o'clock A.M. on the 
20 first day of the calendar month following the expiration of ninety (90) days after the giving of notice ot resignation 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 struaure of Operator or transfer 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 Contraa 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 parties 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 in conducting 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 AU wells drilled on the Contraa Area shall be drilled on a competitive contraa 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 parties 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 WeU: 
53 or recoarpletion 
54 On or before the 1st Hav nf January : , io 98 , Operator shall commence the drilling of a well for 
55 oil and gas at the following location: 
5 6 Section 8, T31N-R10W 
57 San Juan County, New Mexico 
58 
59 
60 and shall thereafter continue the drilling of the well with due diligence to 
6' 14,000' or depth sufficient to test the Pennsylvanian formation, 
62 whichever is the lesser depth 
63 
64 
65 uniess granite or other practically impenetrable substance or condition in the hole, which renders further drilling impractical, is en-
66 countered at a lesser depth, or uniess all parties agree to complete or abandon the well at a lesser 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. ^^..^j^tf 
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continued 

If. in Operator s judgment, the weii will not produce oil or gas ui paving quantities, and it wishes to piug and abandon the 

well as a dry hole, the provisions of Article VI.E.l. shall thereaiter appiy. 

B. Subsequent Operations: 

s 1. Proposed Operaaons: Should any party hereto desire to driii anv weii on the Contract Area other than the weii provided 
9 for ui Article VI A., or to reworit. deepen or plug back a dry hole drilled at tne loint expense of all parues or a weil jointiv owned by ail 

f the parties and not then producing in paying quanuu.es. the party desiring io anil, rework, deepen or plug back such a weil shail give tne 
^ 1 other parues written nouce ot the proposed operation, specifying the work to be performed, the locauon. proposed depth, objecuve torma-
1 2 tion ana the estimated cost oi the operauon. The parties receiving such a nouce shall have thirty (30) days alter receipt oi the nouce 
15 within which to nouiy the party wishing to do the work whether they eiect to parucipate in the cost of the proposed operauon. it a drill-
'4 ing ng is on locauon. nouce ot a proposal to rework, plug back or drill deeper mav be given by telephone and the response penoa shall be 
15 limited to torty-eight (48) hours, exclusive oi Saturdav. Sundav and legal holidays. Failure of a party receiving such notice to repiy within 
1° the period above tixed shall commute an eiecuon by that party not to parucipate in the cost ot the proposed operauon. Any notice or 

I? response given bv telephone shall be promptly confirmed in writing. 
18 
19 
20 

21 U all parnes elect to participate tn such a proposed operation. Operator snail, within ninety |90) days aiter expiration ot the nouce 
22 period of thirty (30) days ior as promptly as possible aiter the expiration oi the torty-eight (481 hour period when a drilling ng is on loca-

23 tion. as the case may be i. actually commence the proposed operauon and complete it with due diligence at the risk and expense oi all par-
24 ties hereto: provided, however, said commencement date may be extended upon written notice ot same by Operator to the other panics. 
2 ' for a period of up to thirty 1.30) additional days if. in the sole opinion of Operator, such additional time is reasonably necessarv to obtain 
26 permits trom governmental authonues. suriace rights (including rightsof wav i or appropriate drilling equipment, or to complete title ex-
27 amination or curauve matter required for utle approval or acceptance. iN'otwitnstanduig the torce maieure provisions ot Articie XI. if the 
28 actual operation has not oeen commenced within the time provided (including anv extension thereof as speciiicallv permitted herein i and 
29 ii any pany nereto suii desires to conduct said operauon. written notice proposing same must be resubmitted to die other parues in accor-
30 dance with the provisions hereof as if no prior proposal had been made. 
31 
32 
33 
34 2. Operauons bv Less than All Parties: If any pany receiving such nouce as provided in Article VI.B.l. or V11.D.1. (Option 
35 No. 2) elects not to parucipate in the proposed operauon. then, in order to be enutled to the benefits of this Articie. the pany or parties 
36 giving the nouce and such other parues as shall elect to participate in the operauon shall, within ninety (90) days after the expirauon of 
37 the nouce period of thiny (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling ng is 
38 on locauon. as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all 
39 work for the account of the Consennng Parties: provided, however, if no drilling ng or other equipment is on location, and ii Operator is 
40 a Non-Consenung Party, the Consenung Parties shall either: (a) request Operator to perform the work required by such proposed opera-
41 tion for the account of the Consenung Panics, or (b> designate one (1) of the Consenung Parties as Operator to perform such work. Con-
42 senring Parties, when conducting operauons on the Contraa Area pursuant to this Article VI.B.2.. shall comply with all terms and con-

43 ditkns 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 notice period, shall advise the Consenting Parties oi the total interest oi the parties approving such operation and its recommendation as 
49 to whether the Consenung Parties should proceed with the operauon as proposed. Each Consenting Party, within forty-eight (48) hours 
50 (exclusive of Saturday, Sunday and legal holidays) aiter receipt oi such nouce. shall advise the proposing party oi its desire to (a) limit par-
51 uctpatton to such party's interest as shown on Exhibit " A " or (b) carry its proportionate pan oi Non-Consenting Parties' interests, and 
52 failure to advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for 
53 such a response shall not exceed a total oi forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party. 
54 at its election, may withdraw such proposal i i there is insufficient parucipauon and shall promptly nouiy all parues of such decision. 
35 
56 
57 
58 - The enure cost and risk oi conducting such operations shall be borne by the Consenting Parties in the proportions they have 
59 elected to bear same under the terms of the preceding paragraph. Consenung Parues shall keep the leasehold estates involved m such 
60 operauons free and clear of all liens and encumbrances oi every kind created by or arising from die operations of die Consennng Parties. 
61 If such an operation results in a dry hole, the Consenung Parues shall plug and abandon the well and restore the surface locauon at their 
62 sole cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions oi this Article results m a pro-
63 ducer of od and/or gas in paying quantities, the Consenung Parties shall complete and equip die well to produce at their sole cost and risk. 
64 
65 
66 
67 
68 -
69 - :r> • 
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1 and the well shall then be turned over to Opentor and shall be operated by it at the expense and for the account of the Consenting Par-
2 ties. Upon commencement ot openuons ior the drilling, reworking, deepemne or plugging back oi any sucn weil by Consenting Parties 
3 in iccoraince with the provisions ot this Article, each Non-Consenang Party shall be deemed ro have reimquisned to Consenung Parnes. 
4 and the Consenting Parties shall own and be emitted to receive, in proportion to then- respective interests, all oi such Non-Consenting 
5 Party s interest in the well and share ot producnon theretrom una! the proceeds oi the sale of such share, raicuiated at the well, or 
b mantet value thereot if such share is not sold, (after deducting production taxes, excise taxes, royalty, overriding royalty and other m-
" icrests not excepted by Arucie Ul.D. payaole out 01 or measured bv the prooucuon irom such well accruing with respect to sucn interest 
g unui it revertsi shall equal the total of the following: 
9 

10 
U 
12 i) 100% of each such Non-Consenung Party's share of the cost of any newly 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-Consenung Party 's share of the cost of operauon of the well commencing with first production and continuing unui each such Non-
17 Consennng Party's relinquished interest shail revert to it under other provisions of this Article, it being agreed that each Non-
16 Consenung Party's share oi such costs and equipment will be that interest which would have been chargeable to such Non-Consenung 
17 Party had it participated in the weii from the beginning of the operanons: and 
18 
19 
20 
21 (b) _122_?° of that poraon of the costs and expenses of drilling, reworking, deepening, plugging back, tesung and cmrrpiehng. 
22 aiter deducting any cash contributions received under Article VTO.C. and _^22_% of that portion of the cost oi newly acquired equip-
23 ment in the weil Ito and including the wellhead connections!, which would have been chargeable to such Non-Consenung Party if it had 
24 participated therein. 
25 
26 
27 
28 An eiecuon not to parucipate ut the drilling or the deepening oi a well shall be deemed an eiecuon not to parucipate ut anv 
29 re-worxing or plugging back operauon proposed in such a well, or poraon thereof, to which the initial Non-Consent eiecuon applied 

that is conducted at any time pnor to full recovery by the Consenting Parues of the Non-Consenting Party's recoupment account. Anv 
, j such reworking or plugging back operauon conducted during the rrauprneni period shall be droned nan of the previous non-consent 

operation 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 period, the provisions of this Arucie VLB. shall be applicable as between said 

33 Consenting Parues in said well. Sirnilarlv. an election not to participate in the completion or plugging back of a well shall be ̂ ~""*^ 
34 an eiecuon not to parucipate in a reworking operauon proposed in such well, or poruon thereof, to which the non-consent election 
35 applied, that is conducted at any time prior to full recovery by Consenung Parties of the Non-Consenung Partv's rccoupfluoi Amount-
36 
37 
38 
39 During ihe period oi time Consenung Parnes are entitled to receive Non-Consenting Party's share of production, or the 
40 proceeds theretrom. Consenung Pardes shall be responsible ior the payment oi all production, severance, excise, gathering and other 
41 taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenung Party 's share of production not excepted by Ar-
42 tide DID. 
43 
44 
45 
46 ln the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permuted to use. free 
47 of cost, ail casing, tubing and other equipment in the well, but the ownership of ail such equipment shall remain unchanged: and upon 
48 abandonment of a well 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. 
30 
51 
52 
53 Within sixty (60) days after die completion of any operauon under this Article, the party cmuhicung the operauons for the 
54 Consenting Parnes shall furnish each Non-Consennng Parry wnh an inventory of the equipment m and connected to the weil. and an 
55 itemized statement of the cost oi drilling, deepening, plugging back, tesung, completing, and equipping the weii for producudn: or. at its 
56 opoon. the operadng parry, in lieu oi an itemized statement oi such costs of operation, may submit a detailed statement oi monthly bill-
57 ings. Each month thereafter, during die ume die Consennng Parties are being reimbursed as provided above, die party cwiducnng the 
58 operanons for the Consennng Parties shall furnish the Non-Consenting Parues with an itemized statement oi all costs and uabilities m-
59 curred in the operation oi the well, together with a statement of die 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 die preceding month, ln 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 well tests. Any amount realized from the saie or other disposition of equipment newly acquired in ajnnecuon with any such operation 
63 which would have been owned by a Non-Consenang Parry had it paroctpated therein shall be credited against the total unrertrmed costs 
64 of die work done and of the equipment purchased in determining when the interest of such Non-Consenung Partv shall reven to it as 
65 above provided: and ii there is a credit balance, it shall be paid to such Non-Consenung Party. 
66 •: — f • 
67 >. 
68 ' 
69 T-Tl 
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1 If and when the ConsennnB Partiei recover irom a Non-Consenung Party s relinquished interest the amounts provided for above. 

2 the reiinquished interests of such Non-Consenting Partv shall automatically revert to it. and. from and alter sucn reversion, such Non-

3 Consenting Party shall own the same interest in such well, the material and equipment m or pertaining uiereto. and the production 
4 iheretrom as such Non-Consenung Partv would have been entitled to had it paruapateti in the driiiing. rewonung. deepening or plugging 
1 back of said well. Thereaiter. such Non-Consenuns Partv shall be charged with and shall oay us proportionate n n ot the runner costs of 
b the operauon of said well in accordance wun the terms of this agreement ana the Accounting Procedure attached hereto. 

S 
9 

10 Notwithstanding the provisions oi this Article VI.B.2.. it is agreed that without the mutual consent oi all panics, no wells shall 
11 be completed in or produced from a source ot supply from which a weil located elsewhere on the Contract Area is producing, uniess such 
12 weii conforms to the then-existing weii spacing pattern tor such source of supply. 
13 
14 
15 

16 The provisions of this Arucie shall have no application whatsoever to the drilling of the initial well described in Arucie VI.A. 
17 except (a) as to Article VTI.D.l. (Opuon No. 21. if selected, or <bt as to the reworking, deepening and plugging back of such initial well 
18 aiter it has been drilled to the depth speaiied in Article VI.A. if it shall thereaiter prove to be a dry hole or. it initially completed for pro-
19 ducnon. ceases to produce in paying quandues. 
20 
21 
22 

23 3. Stand-Bv Time: When a weii which has been drilled or deepened has reached its authorized depth and all tests have been 
24 completed, and the results thereot iurmshed to the parues. stand-by costs incurred pending response to a party s nouce proposing a 
25 reworking, deepening, plugging back or completing operanon in such a well shall be charged and borne as pan ot the drilling or oeepen-
26 mg operauon lust completed. Stana by costs suosequent to ail parties responding, or expirauon oi the response time permit!ea. whichever 
27 first occurs, and pnor to agreement as to tne participating interests of all Consenung Parries pursuant to the terms ot the second gram-
28 maucai paragraph of Article VI.B.2. shail be charged to and borne as part oi the proposed operauon. but u the proposal is suoseauentlv 
29 withdrawn because oi insufficient parucipauon. such stand-bv costs shall be allocated between the Consenting Parties tn tne proportion 
30 each Consenung Party's interest as shown on Exhibit " A " bears to the totai interest as shown on Exhibit " A " of all Consenting Par-
31 ties. 
32 
33 
34 

35 4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a deepening ' operation shall 
36 also be applicable to any proposal to direcnonailv control and intenttonallv deviate a weti4r*m-mmmm so as to change the bottom hole 
37 location (herein called "sidetracking '1. uniess done to straighten the hole or to drill around iunk in the hole or because of other 
38 mechanical difficulties. Any party Having the nght to participate in a proposed sidetracking operation that does not own an interest tn the 
39 affected well bore at the ume oi the nonce shall, upon electing to participate, tender to the well bore owners its proportionate share (equal 
40 to its interest in the sidetracxtng operation I of the value of that portion of the existing well bore to De utilized as follows: 
41 
42 
43 
44 (a) If the proposal is for sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs incurred in 
45 the initial drilling of the weii down to the depth at wmch the sidetracking operanon is initiated. 
46 
47 
48 
49 (b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis oi the well 's 
50 salvable matenais and equipment down to the depth at which the sidetracking operation is initiated, determined in accordance with the 
51 provisions of Exhibit "C". less the estimated cost of salvaging and the esumated cost of plugging and abandoning. 
52 
53 
54 
55 In the event that nonce for a sidetracking operanon is given while die driiiing rig to be utilized is on location, die 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 the forty-eight (48) hours within which to respond by paying for all stand-by rime 
58 incurred during such extended response period. If more than one party elects to take such additional ume to respond to the notice, stand* 
59 by costs shall be allocated between the parnes raking additional rime 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 Exhibit " A " of all the electing parties. In ail other tn-
61 stances the response penod 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 shall 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 marketmg purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separate *••«•»•• r"-i by any 
70 party of its prupmuonate share of the producnon shall be borne by such party. Any party taking its share of production in land shall be 
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I required to pay ior only its proportionate snare ot such part oi Operator s surface facilities which it uses. 
2 

3 Each party shaii execute such division orders and contracts as may be necessary for the sale oi 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 
•> its share ot all production. 
o 

In the event anv party shall fail to make the arrangements necessarv to take in kind or scparaieiv dispose oi its oroportionate snare ot 
8 the oii produced trom tne Contract Area. Operator shall have tne right, subiect to the revocauon at will by the rarty owning it. but not 
9 the obbgauon. to purchase such oil or seii it to others at any time and trom time to time, for the account oi the non-taking party at the 

10 best price obtainable in the area ior such producnon. Any sucn purchase or sale by Operator shall be subiect always to tne right oi the 
I I owner of the production to exercise at any time its right to take in kind, or separately dispose oi. its share o: all oil not previously 
12 delivered to a purchaser. Any purchase or sale by Operator of any other party 's share of oil shall be only for sucn reasonable periods of 
i 3 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 111 year. 

15 
16 In the event one or more parues' separate disposition ot its share oi the gas causes split-stream deliveries to separate pipelines and/or 
17 deliveries which on a oay-to-day basis for anv reason are not exactly equal to a party 's respective proportionate snare oi total gas sales to 
18 be allocated to it. the balancing or accounung between the respecuve accounts of the parties shall be in accordance with any gas balancing 
19 agreement between the parnes hereto, whether such an agreement is attached as Exhibit "E" . or is a separate agreement. 
20 

21 0. Access to Contract Area and information: 

lupoo p r i o r n o t i f i c a t i o n to the Operator 
23 Each party shall have access to the Contract Arealat ail reasonable times, at its sole cost and risk to inspect or noserve operauons. 
24 and shall have access at reasonable times to information pertaining to the development or operation thereof, including Operator's books 
25 and records relating mereto-Operator. upon request, shall furnish each ot the other parties with copies of all iorms or reports tiled with 
26 governmental agencies.faailv drilling reports, well logs, tanx tables, daily gauge and run tickets and reports oi stocx on hand at the first of 
27 eacn montn. and shallfmake available samples ot any cores or cuttings laxen from any well drilled on the Contract Area. The cost of 
28 gathering and fumishtngWormation to Non-Operator, other than that spociiied above, shall be charged to :r:e Nun-Operator mat re-
29 quests the miormaaon. ^During d r i l l i n g , coarpletion, and wortoover operations, access sha l l be l imi ted to 
30 only those personnel d i r e c t l y Involved i n perforating tne actual work. 

31 E. Abandonment of Wells: 
32 

33 1. Abandonment ot" Dry Holes: Except for any well drilled or deepened pursuant to Arucie VI.B.2.. any well which has been 
34 drilled or deepened under the terms ot this agreement and is proposed to be completed as a dry hole shall not be plugged and abandoned 
35 without the consent of all parties. 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 party shall be deemed to have consented to the proposed abandonment. All such wells shall be plugged and abandoned in 
38 accordance with applicable regulations and at the cost, risk and expense of the parnes who participated in the cost of drilling or deepening 
39 such weii. Any party who objects to plugging and abandoning such weil shall have the right to take over the well and conduct further 
40 operations in search of oil and/or gas subject to the provisions of Article VI.B. 
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 the consent of all parues. If all parties consent to such abandonment, the well shall 
45 be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of all the parties hereto, if. within 
46 thirty (30) days aiter receipt of notice of the proposed abandonment of any well, all parties do not agree to the abandonment of such well. 
47 those wishing to continue its operauon from the intervals) of the formitionisl then open to producudn shall tender to each of the other 
48 parues its proportionate share of the value oi die well's salvable material and equipment, determined in accordance with the provisions of 
49 Exhibit "C". less the estimated cost of salvaging and die estimated cost of plugging and abandoning. Each abandoning party shall assign 

50 the non-abandoning parues. without warranty, express or implied, as to utle or as to quanuty, or fatness for use of the equipment and 
51 material, all of its interest in the well and related equipment, together with its interest in the leasehold estate as to. but only as to. the in-
52 terra! or intervals of die formation or formauons then open to production. U tha H I M T H of the abandoning party n or inrindai tin nil inrl 
53 jm aa uracil m i pa»i)iaiull m u m i m itkvm ta aba mmawsming pam at prnum m i l and gin laau limnarl in tha imaniai nr in 
54 lan-alt ai ih» famuli— at l a t i u a i mm mtm » -nndmaiam fai a utm if m i (1) year anrl in long thartaiirr as nil anrllnr git n pm-
55 dmad final tha iniewl ai imawala ai iha iamwie.ii mt fammrnu iiauua1 iBank y, lurii laaia tn a* an iha form amrharl ar Hrhihii 
56 
57 
58 
59 ^ 
60 — 
61 Z 
62 
63 •-' 
64 
65 \ 
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[ **"**• The assignments or leases so iimiied shall encompass the ' 'drilling; unit upon which the well is located. The payments by. and the 

2 assignments or ieases to. tne assignees snail be in a ratio based upon tne relationship ot their respective percentage ot paructparion in the 

• Contract Area to tne aggregate ot the percentages oi participation m the Contraa Area oi ail assignees. There snail be no reaarustment ot 

^ interests in tne remaining poruon ot the Contraa Area, 

s 

^ Thereaiter. acandomng parties shaii have no lurtner respcnsibiiiiv. liability, j i interest in the uoeration ot or production trc.Tt 

trie weii in the interval or intervals then open otner tnan tne royalties retained in anv iease made under the terms ot this Article. Upon re-

* juiat. Onerator snaii continue to cnerate the assignee weii ior the account ol the non-aoandonmg parties at tne rates and charges con-

^ tempiated bv this agreement, pius anv additional cost ana cnarges which may arise as tne result ot the separate ownenmp ot the assigned • 
10 '.ivii. Upon proposed abandonment ct the producing intervals i assigneo or icised. the assignor or lessor shall then have tne option to 

11 repurchase its prior interest in the weil iusing the same vaiuauon tormuiai and participate in further operations tncretn suoiect to the pro-

12 visions nereoi. 
13 
1-i 5. Aparidonment oi Non-Consent Operations: The provisions ol Article VI.E.1. or V1.E.2. above shall be applicable as between 
15 Consenting Parties in tne event oi tne proposed abanaonment oi anv weil exceptea from said Articles: provided, however, no well shall be 
16 permanently plugged and abandoned uniess and until all parties having tne nght to condua further operauons therein have been notified 
17 oi the proposed abanaonment and aiforded the opportunity io elect to taxe over tne weil in accordance with the provisions ot this Article 

18 Vl.E. 
19 
20 ARTICLE VII . 

21 EXPENDITURES AND LIABILITY OF PARTIES 

23 A. Liability of Parties: 
24 

2' The liability ot the parties shall be several, not ioint or colleaive. Each party shall be responsible oniy lor its obligations, and 

26 shall be liable onlv lor its proportionate snare ot the costs of developing anc opcraung the Contraa Area. Accortungiy, the liens granted 
y among the parues in Article VII.B. are given to secure onlv the deots oi eacn severally. It is not me intennon oi me parues to create, nor 
18 snail this agreement be construed as creating, a mining or other partnersnip ur associauon. or to rcnaer tne parties liabie as partners. 
29 

30 B. Liens and Payment Defaults: 
31 
32 Each Non-Operator grants to Operator a lien upon us oii and gas rights in the Contract Area, and a security interest in its share 
33 of oil and/or gas when extracted and its interest in ail equipment, to secure payment of its share oi 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 oi the 
35 state. Operator shall be entitled to exercise the rights and remedies of a secured pany under the Code. Tne bringing of a suit and the ob-
36 taming of judgment by Operator tor the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien 
37 rights or security interest as security for the payment thereof. In addition, upon default by any Non-Operator in the payment oi its snare 
38 ot expense. Operator shall have the right, without prejudice to other rights or remedies, to collect irom the purchaser the proceeds from 
39 the sale of such Non-Operator s share of oil and/or gas unui the amount owed by such Non-Operator, plus interest, has been paid. Each 
40 purchaser shall be enntled to rely upon Operator s written statement concerning the amount oi any default. Operator grants a like ben 
41 and security interest to the Non-Operators to secure payment of Operator s proportionate share of expense. 
42 
43 If any party fails or is unable to pay its share ot expense within sixty '601 days after rendition oi a statement therefor by 
44 Operator, the non-defaulting parties, including Operator. shalL upon request bv Operator, pay the unpaid amount tn the proportion that 
45 the interest of each such pany bears to the interest ot all such parues. Each pany so paying its share of the unpaid amount shall, to obtain 
46 reimbursement thereof, be suorogated 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 Contraa Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor-
52 tionate shares upon die expense basis provided in Exhibit "C". Operator shall keep an accurate record of the ioint account hereunder. 
53 showing expenses incurred and charges and credits made and received. 
54 
55 Operator, at its election, shall have die right from ume to time to demand and receive irom the other parues payment in advance 
56 of their respective shares oi the estimated amount of the expense to be incurred m operations hereunder during die next succeeding 
57 month, which right may be exercised only by submission to each such piny ot 2X1 itci I'uxcti its cement of such estimated expense, together 
58 with an invoice for 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 oi such estimate within 
60 fifteen (15) days aiter such estimate and invoice is received. If any pany fails to pay its share of said estimate within said time, the amount 
61 due shall bear interest as provided in Exhibit " C " until paid. Proper adiustment shall be made monthly between advances and actual ex-
62 pense to me end that each party shall bear and pay its proportionate share oi actual expenses incurred, and no more. 
63 
64 D. Limitation oi Expenditures: _ 
65 S.. 
66 1. Drill or Deepen: Without tne consent oi all parties, no well shall be drilled or deepened, except anv well drilled or deepened 
67 pursuant to tne provisions of Arucie VI.B.2 of this agreement. Consent to the drilling or deepening shail include: 
68 
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1 C OULIUU iiu. 1. All iiuutti i uuuiuiiuiu IUI liie OriuiiU' u> uieuunmj, luuini miiiijiuiiu ami lauiliiiiiii ui iiu nui, miiuuiiij 
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3 
4 IS Oppon No. 2: All necessarv experitiitures tor the aWling or deepening and testing of the well When sucn weil has reached its 
5 authorized depth, and all tests nave been completed, and the results thereoi iurnished to the parues. Operator shall Hive immediate notice 
6 to the Non-Operators who have tne right to participate tn the comoieuon costs. The parues receiving sucn notice shall have torty-eight 

(48) hours lexdusive ot Saturdav. Sundav and legal hobdavsi in which to elect to parucipate in the setum ot casing and the comoietton at-
8 tempt. Such election, when made, shail indude consent to ail necessarv expenditures ior the completing and eauipping ot sucn weii. in-
9 eluding necessarv tankage andior surtace facilities. Failure oi any partv receiving such nouce to reply within the period above nxed shall -

10 commute an eiecuon by tnat partv not to parucipate in the cost oi the completion attempt. If one or more, but less than all ol the sanies. 
U elect to set pipe and to attempt a compieuon. the provisions oi Arucie VI.B.2. hereot (the phrase reworking, deepening or plugging 
12 back" as contained in Arucie VI.B.2. shall be deemed to include "completing'"! shall apply to the operauons thereafter conducted by less 
13 than ail parties. 
14 
15 2. Rework or Plug Back: Without the consent of ail parties, no weil shall be reworked or plugged back except a well reworked or 
16 plugged back pursuant to tne provisions of Article VI.B.2 of this agreement. Consent to the reworking or plugging back of a well shall 
17 include all necessary expenditures in conducting such operauons and completing and equipping of said well, including necessary tankage 
18 andior surface faculties. 
19 
20 3. Other Operanons: Without tne consent of all parues. Operator shall not undertake anv single protect reasonably estimated 
21 to require an expenduure in excess <•"' Twenty Five Thousand & no/100 Dollars >s 25,000.00 , 
22 except m connecnon with a weii. the drilling, reworking, deepening, compteung. recompieung. 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 the same or different nature. Operator may take such steps and incur such expenses as m its opinion are required 
25 to deal with the emergency to saleguard life and property but Operator, as promptly as possible, shall report the emergency to tne other 
26 parties. If Queiaui i iuu iuu mi uuuiunu iui uiiLimuur-ii u'lTE'i lur in unu UJ I , Oinraiw' sinll iumuw ani MUIH u m m u i ju i iuumi l lU" ' 

27 ail iiiiuiinaiiuil LUUI l i u i iu i mi am nw.i l u iun i l i w w w ^ - * - w < « g a 5 3 t g a a - « - M W - » - w ^ 

28 Du l lm ._ mi H i i I I I I I I I mi uiiiuuiii iii in in HFII'I . I I U 11 m mm a. 

29 
30 E- Rentals. Shut-in Well Payments and Minimum Royalties: 
31 
32 Rentals, shut-in well payments and minimum revalues which may be required under the terms of any lease shall be paid by the 
33 party or parries who subjected such lease to this agreement at its or their expense. In the event two or more parues own and have con-
34 tributed interests in die same lease to this agreement, such parties may designate one of such parties to make said payments tor and on 
35 behalf of all such parties. Any party may request, and shall be emitted to receive, proper evidence of all such payments. In the event of 
36 failure to make proper payment of any rental, shut-m well payment or minimum royalty through mistake or oversight where such pay-
37 ment is required to continue the tease in force, any loss which results from such non-payment shall be borne in accordance with the pro-
38 visions of Article IV.B.2. 
39 
40 Operator shall notify Non-Operator of the anticipated compieuon of a shutin gas well, or the shutting in or return to production 
41 of a producing gas well at least five <5) days (excluding Saturday. Sunday and legal holidays), or at the earliest opportunity permitted by 
42 drammances. prior to tailing such action, but assumes no liability for failure to do so. In the event of failure by Operator to so notify 
43 Non-Operator, the loss of any lease contributed hereto by Non-Operator ior failure to make timely payments of any shut-in weii payment 
44 shall be borne totntiv by the parues hereto under the provisions of Articie IV.B.3. 
45 
46 F. Taxes: 
47 
48 Begmrung with the first calendar year after the effective date hereof. Operator shall render for ad valorem taxation all properly 
49 subiect 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 the lendition date, each Non-Operator shall furnish Operator information as to burdens (to indude. but not 
51 be limited to. royalties, ovemding royalties and production payments) on leases and oil and gas interests contributed by such Non-
52 Operator, ii the .nested valuation of any leasehold estate is reduced by reason of its being subiect to outstanding excess royalties, over-
33 riding royalties or r/roducuon payments, the reoucuon in ad valorem taxes resulting merefrom shail mure to die benefit oi the 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. U the ad valorem taxes are based in whole or tn part upon separate valuations oi each party 's working interest, then notwithstanding 
56 anything to the contrary herein, charges to the joint account shall be made and paid by the parties hereto in accordance with the tax 
57 value geueiaied 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 crjnsioeri any tax assessment improper. Operator may, at its discretion, protest within the ume and manner 
61 prescribed by law. and prosecute the protest to a final determination, unless ail parties agree to abandon the protest prior to tinal deter-
62 miration. During the pertaency of administrative or judicial proceedings. Operator may elect to pay. under protest, all such taxes and any 
63 interest and penalty. When any such pi ousted assessment shall have been finally determined. Operator shail pay the tax tor the totnt ac 
64 count, together with any interest and penalty accrued, and the totai cost shall then be assessed against the parnes. and be paid by them, as 
65 provided in Frhihtt "C". 
66 
67 Each party shail pay or cause to be paid all production, severance, excise, gathering and other taxes imposed uponnr.with respect to 
68 the production or handling of such party's share of oil and/or gas produced under die terms of this agreement. " *- * 
69 ••.= jiv-7 
70 
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I G. Insurance: 

2 
3 At ail times while operations are conducted hereunder. Operator shall comply with the workmen s compensauon law ol 

4 the state -mere the operanons are being conducted: provided, however, that Operator may be a sell-insurer tor liability under said com-

i sensation iaws in wmch event theoniv charge that shail be maae to the ioint account shall be as provided in Exhibit "C" Operator snail 

ti iiso carrv rr provide insurance ior the beneut ot tne ioint account ot the parties as outlined in Exhibit 'D . ittacned to ana maae a part 

-creot. Operator shall require all tontraaors engages in worx on or lor the Contract Area to comoiv witn the worxmen s compensation 

8 .aw ot tne state where the operauons are Deme cor.uuctea and to maintain such other insurance as Operator mav require. 

9 
10 In the event automobile public liability insurance is specitied in said Exhibit " D ' \ or subseauentiy receives the approval ot the 

I I parues. no aireci charge shall be maae by Operator tor premiums paid ior such insurance ior Operator s auiomouve equipment. 

12 
13 ARTICLE V I I I . 

14 ACQUISITION. MAINTENANCE OR TRANSFER OF INTEREST 
13 

16 A. Surrender of Leases: 
\1 
18 The leases covered bv this agreement, insofar as thev embrace acreage in the Contraa Area, shall not be surrendered in whole 

19 or m part unless ail parues consent thereto. 

20 
21 However, should any party desire to surrender its interest in any lease or in any poruon thereot. ana the other oirues do not 
22 agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty oi title, all oi its interest in 

23 such lease, or poraon thereoi. and anv well, material and equipment which may be located thereon and any rights in production 
24 thereafter secured, to the parties not consenting to such surrender. II lha m m i i l ol ihe acaigning p«n» w III ineiuiin an uii ami laJ in 
25 tuai i int assigning parti ahull cxiuime and deliver io 'tie ptn* ar parties iiai tenjenimt ta such wrttnatt tn on ana gas tease covering. 
26 meh ail ana t u im-rtji iui a ILI III UI UIH 11 i »e-» and so lonu tneicaiter as oil and/or ga« it produirari irnm inn una CBInrrd thercDV. such 
27 loan 10 DO nn inc itiim mmnea hureio m Suhibii i l " L'pon such assignment or lease, the assigning party shail be relieved irom ail 
28 obligauons tnereatter accruing, bui not tneretotore accrued, with respect to the interest assigned or ieased and the operauon ol any well 
>9 attributable thereto, and the assigning party shail have no lurther 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 Artide. The party assignee or iessee shall pay to the 

31 parry assignor or lessor the reasonable salvage value oi 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 the provisions oi Exhibit "C". less the estimated cost of 
33 salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one pany. the interest 

34 shall be shared by such parnes in the proportions that the interest of each bears to the total interest of all such parnes. 

33 

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 ot the Contraa Area: and the acreage 

38 assigned, leased or surrendered, and subsequent operauons thereon, shall not thereafter be subiea to the terms and provisions oi this 

39 agreement. 

40 

41 B- Renewal or Extension oi Leases: 

42 

43 if any pany secures a renewal of any oil and gas iease subiea to this agreement, all other parties shall be notmed prompdy. and 
44 shall have the nght for a period ol thirty (30) days following receipt of such notice in which to elect to pantcipate in the ownership of the 
43 renewal lease, insofar as such lease affects lands within the Contraa Area, by paying to the pany who acquired it their several proper pro-
46 poraonate shares of the acquisition cost allocated to that pan of such lease within the Contraa Area, which shall be in proportion to the 
47 interests held at that ume by the parues in the Contraa Area. 
48 
49 If some, but less than all. of the parties elea to parucipate in the purchase of a renewal lease, it shall be owned by the parues 
30 who elea to partidpate therein, m a ratio based upon the relationship of their respective percentage oi participation in the Contract Area 
51 to die aggregate of the percentages of parudpatton in the Contraa Area oi all parties participating in the purchase of such renewal lease. 

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

53 

54 Each party who participates m the purchase of a renewal lease shall be given an assignment of its proportionate interest therein 

55 by the acquiring party. 

56 

57 The provisions of this Article shall apply to renewal leases whether they are for the entire interest covered by the expiring lease 

58 or cover only a poruon of its area or an interest therein. Any renewal lease taken before the expirauon of its predecessor iease. or taken or 

59 contracted for within six (6) months after the expirauon oi the existing lease shall be subject to this provision: but any iease taken-or con-

60 tracted for more than six (6) months after the expirauon of an existing iease shall not be deemed a renewal lease and shail not be subject to 

61 the provisions of this agreement. — 

o2 -
63 The provisions in this Artide shall also be applicable to extensions of oil and gas leases. — 
64 
65 C. Acreage or Cash Contributions: — 
66 - ~ - V t 
67 While this agreement is in force, ii any parry contracts for a cOTtnbution oi cash Howards the drilling of a well or any. other 
68 operauon on the Contraa Area, such conmbuuon shall be paid to the party who conducted the drilling or other operation and shall be 
69 applied by it against the cost of such drilling or other operauon. If the conrribution be in the form ot acreage, die party tfrwhSn the con-
70 tribuuon is made shail prompdy tender an assignment cf die acreage, without warranty of utle. to the Drilling Parties in thejiiiajuiiiiaii 

-11-



A.A.P.L FORM 610 - MODEL FORM OPHUTLNG AGREEMENT - 1982 

ARTICLE VTTI 

1 said Drilling Parties shared the cost ot drillins the well. Such acreage shall become a separate Contract Area and. to the extent possible, be 

2 governed by provisions identical to this agreement. Each party shall promptly notity all other parnes ot any acreage or cash ccntribuoons 

3 it may obtain in support ot anv well or anv other operation on the Contract Area. The above provuions shall also be applicable to op-

4 tionai rights to earn acreage outside the Contract Area which are in support ot' a well drilled inside die Contract Area. 
5 
h Ii any party contracts tor anv consideration relating to disposition ot such party s share ot suostances produced hereunder, such 
7 considerauon shall not be deemed a contriouuon as contemplated in this Arucie Vtll.C. 
S 
9 D. Maintenance ol Uniform Interest: 

10 
11 For the purpose ol maintaining uniiormity ot ownership in the oil and gas leasehold interests covered bv this agreement, no 
12 party shall sell, encumber, transter or make other disposiuon ot its interest in the leases embraced within the Contract Area and in welts. 

13 equipment and production uniess such disposiuon covers either 
14 

15 1. the enure interest ot the party tn ail leases and equipment and production: or 
16 

17 2. an equal undivided interest in ail leases and equipment and production in the Contract Area. 
18 
19 Every such sale, encumbrance, transer or other disposiuon made by any party shall be made expressly subiea to this agreement 
20 and shall be made without prejudice to the nght of the other parues. 
21 
22 l i . at any time the interest ot any pany Is divided among and owned by four or more co-owners. Operator, at its discretion, may 
23 require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings ior 
24 and approve and pay such party's share ot the ioint expenses, and to deal generally with, and with power to bind, the co-owners oi such 
23 pany 's interest within the scope oi the operauons embraced in this agreement: nowever, all such co-owners shall have tne nght to enter 
26 into and execute all contracts or agreements for the disposiuon of their respective shares ot the oil and gas produced from the Contraa 
27 Area and they shall have the nght to receive, separately, payment of the saie proceeds thereot. 
28 
29 E. Waiver oi Rights to Partition: 

31 U permitted by the laws of the state or states in which the property covered hereby is located, each pany hereto owning an 
32 undivided interest in the Contraa Area waives any and all rights it may have to partition and have set aside to it in severalty its undivided 

33 interest therein. 

W 
33 F V n i ial Itiglu in P M K I I U M 
36 
37 
W 
y j 

4(1 
41 
42 
43 
44 
45 
46 

47 ARTICLE I X . 

48 INTERNAL REVENUE CODE ELECTION 
s49 

50 Tha agreement a not intended to create, and shall not be construed to create, a relationship of partnership or an association 
51 lor profit between or among die parries hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several 
52 and not joint or collective, or that tilts agreement and operaaons hereunder shall not consduite a partnership, i i . for federal income tax 
53 purposes, this agreement and die operauons hereunder are regarded as a partnership, each party hereby affected elects to be fijritoH 
54 from the appucanon of all of die proveaons oi Subchapter " K " , Chapter 1. Subtitle " A " , oi the Internal Revenue Code of IW.asper-
55 mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to ex-
56 ecute on behalf oi each party hereby effected such evidence oi this election as may be required by the Secretary of the Treasury oi the 
57 United States or the Federal internal Revenue Service, including specifically, but not by way of limitation, all oi the returns, staternents. 
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 party shall execute such documents and furnish such other evidence as may be requited by the 
60 Federal internal Revenue Service or as may oe necessary to evidence this election. No such party shall give any nonces or take any other 
61 action inconsistent with the election made hereby. If any present or future income tax laws of the state or states m which the-Contraa 
62 Area is located or any future income tax laws of theliuied States con tarn provisions similar to those in Subchapter "K". Chapter 1. 
63 Subtitle " A " , of the Internal Revenue Code of 40i& unoer which an eiecuon similar to that provided bv Stcoon 761 of the Code is per-
64 mined, each parry hereby affected shall make such election as may be permitted or required by such laws, ln making the foregoing eiec-
65 non. each such parry states that the income derived by such pany from operations hereunder can be adequately determined without the 
66 compuation oi partners nip taxable income. 77~̂ *. 
67 . ' • '" • ' •. 
68 ' ! " I ' • 
69 
70 
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! ARTICLE X. 
2 CLAIMS AND LAWSUITS 
3 
4 Opentor mav settle anv single uninsured third party damage ciaim or suit arising irom operations hereunder it the expenditure 
3 does not «r~n Twenty Five Thousand f. Wo/100 Dollars 

- 25.000.00 j n a ,i the pavment is in complete settlement ot such ciaim or suit. Ii the amount reauired tor settlement ex
ceeds the aoove amount, the parties hereto shail assume and take over tne turther nandiing oi the ciaim or sun. uniess sucn autnorttv is 

* Jviegatea to Operator. Ail costs anu expenses ot handling, settling, or otnerwise aiscnarguig sucn ciaim or suit snail be at tne ioint ex-
9 pense oi the parties participauna in the operation trom which the claim or suit arises. U a daira is made against anv party or n any party is 

IU sum on account ot anv matter arising trom operauons hereunder over which sucn individual has no control because ot the rights given 
11 Operator ov this agreement, sucn party shail immediately nottfv all other parties, and the claim or suit shall be treated as anv other daim 
12 or suit involving operaaons hereunder. 
13 
14 ARTICLE XI. 
» FORCE MAJEURE 
16 
17 11 any pany is rendered unable, wholly or in pan. by torce maieure to carry out its obligations under this agreement, other than 
18 the obligation to make money payments, that party shall give to all other panics prompt wntten notice oi the torce mateure with 
19 reasonablv full particulars concerning it: thereupon, the obligauons ol the pany giving the notice, so tar as thev are aiiected by the force 
20 maieure. shall be suspended during, but no longer than, the continuance ol the force maieure. The affected partv shall use ail reasonable 
21 diligence tn remove the force maieure situation as quickly as practicable. 
22 
23 The requirement that any torce maieure shall be remedied with all leasonaole dispatch shall not require the settlement of strikes. 
24 lockouts, or other labor difficulty bv the pany involved, contrary to its wisnes: how all such difficulties shall be handled shall be entirely 
25 within the discretion of the party concerned. 
26 
27 The term force maieure". as here employed, shall mean an act of God. strike, lockout, or other industrial disturbance, aa of 
28 the pubiic enemy, war. blockade public not. lightning, tire, storm, flood, cxpiosion. governmental action, governmental deiav. restraint 
29 or inaction, unavailability ot equipment, and anv other cause, whether ot the kind spedficaiiv enumerated above or otherwise, which is 
30 not reasonaolv within the control of the party claiming suspension. 
31 
}2 ARTICLE XII. 
33 NOTICES 
34 
33 AU notices authorized or required between the panics and required by any of the provisions oi this agreement, unless otherwise 
36 specifically provided, shall be given m writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed to 
37 the parues to whom the nonce is given at the addresses listed on Exhibit " A". The onginanna notice given under any provision hereof 
38 shall be deemed given only when received by the party to whom such nouce is directed, and the ume ior such pany to give any notice in 
39 response thereto shall run from the date the originating nouce 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 nme to ume. by giving written notice 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 oil and gas interests subiea hereto for the 
47 period of time selected below: provided, however, no party hereto shall ever be construed as having any right, title or interest m or to any 
4g iease or oil and gas interest contributed by any other pany beyond the term of this agreement. 
49 
30 O Option No. 1: So long as any of the oii and gas leases subiea to this agreement remain or are continued in force at to any part 
31 of die Contraa Area, whether by production, extension, renewal or otherwise. 
52 
53 l j | Option No. 2: ln the event the well described in Article VIA., or any subsequent well drilled under any provision of this 
54 agreement, results tn production oi oil and/or gas tn paying quantities, this agreement shall continue in force so long as any such well or 
55 wells produce, or are capable of production, and for an aoditionat period of 90 days from cessation of all production: provided. 
56 however, ii. prior to the expirauon of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-
57 ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
58 tiorts have been completed and if production results merefrom. this agreement shall continue in force as provided herein. In the event the 
59 well described in Article VIA., or any subsequent well drilled hereunder, results in a dry hole, and no other weil is producing, or capable 
60 of producing oii and/or gas from the Contraa Area, this agreement shall terminate unless drilling, deepening, plugging back or rework-
61 ing operanons arc commenced within 90 days irom the date of abandonment of said well. 
62 
63 It is agreed, however, that the termmauon of this agreement shall not relieve any party hereto from any liability which has 
64 accrued or attached prior to the date of such termination. 
65 _ ~ ; 
66 . -
67 ' .t ' 
68 
69 
70 
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1 ARTICLE XIV. 

2 COMPLIANCE WITH LAWS AND REGULATIONS 

3 
4 A. Laws, Regulations and Orders: 
5 
ti This agreement shall be suoiect to the conservation laws of ihe state in which the Contract Area is located, to ihe valid rulrs. 
7 regulations, and orders ot anv duly constituted regulatory body oi said state: and to all oiher applicable federal, state, and local laws, or-
3 dinances, rules, regulations, and orders. 
9 

10 B. Governing Law: 
11 
12 This agreement and all inauers pertaining hereto, including, but not limited tu. matters ul performance. n o n 1 * r ' , 3 Y a 0 4 & J ' r y e

h x i C 0 

13 remedies, procedures, rights, dunes and interpretation or construction, shall be governed and determined by the law ui the state rrr iilniii 
14 rnnfnwiFHf ^p.i | T uu I V . I | Mil iniiiiiiil iiinymi u inline IJMI in 11 n- O.IIM ill • 

15 sitinVgovem. 
16 
17 C. Regulatory Agencies: 
18 
19 Nothing herein contained shall grant, ur lie construed to grant. 0|>erator the right ur authority to waive or release anv rights. 
20 privileges, ur obligations winch Non Operators may have under federal or state laws or under rules, regulations ur urders promulgated 
21 under such laws in reference in oil, gas and mineral uperatiuns. including the locauon. u|>eration. or production ut wells, on tracts olfsct-
22 ting or adjacent to the Contract Area. 
23 
24 With respect to operations hereunder. NonOperators agree to release Operator Irom any and all losses, damages, injuries, claims 
25 and causes of action arising out oi. incident lo or resulting directly or indirectly Irom Operator s interpretation or jprlKatuw of rules. 
26 rulings, regulations or orders ol the Department of Energy or preditessor or successor agencies in the extent such intcrprn n ion ur ap-
27 |ilioiuun was made in good laith. lucli Nun-Operator lurther agrees tu reimburse 0|ierator lor any amounts applicable 10 MICII Nun 
2H 0|>crai<ir's share ul production mat 0(xTator may be required tu refund, rduic or pay as a result uf such an incorrect int/-rpretaiion ur 
29 applicatiun. together wiih interest and penalties thereon owing by Operator as a result of such incorrect interpretation application. 
30 
31 Non-Operators authorize Operator to prepare and submit such documents as may lie required to be submitted to the purchaser 
32 of any crude uii sold hereunder or to any other person or entity pursuant to the requirements of the "Crude Oil Windfall Profit Tax Act 
33 of 1980". as same may be amended from time to time ("Act' "L and any valid regulations or rules which may be issued by tlic Treasury 
34 Department frum time to lime 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 tu permit compliance wiih said Act. 
36 
37 ARTICLE XV. 

38 OTHER PROVISIONS 
39 
40 A failure ofany party lo mtau Ihu aaraiaisal shall not render it uienaaivo aa to any party which does execute ih« una. If 

rii—W|mu Ui Uus agroorncnl are executed. Ihs signatures and acxnovnodajntnu, of lha panics, affixed thereto, may be combined by 
Oearalor m, and iraiiaa and given effect for all piirrinses as a unglo instrument. Thia agreement alio may be rau/ied by acparatt 

42 ii—IMS referring hereto, each of which shall havi ihe e(Tca of Ihe original agreement arid of adopting by reference all of tne 
43 uiiwHaiw •oraia roraamod, 

44 
B. Notwithstanding anything to tht ccexrary tn Artiest VI.B.2. or V1I.D.2, Use aharo of production from a well which noo-conaanuaf 

43 partial ihall b« deemed 10 have minouiiheJ lo consenung panica m any reworking, deepening, plugging back or comraclmf of a 
46 vreU; (as audi lenra am defined and used m Article VI E2. and Article VU.D.2.) lhal) be Ihe non-consenling panuet sham of 

t*o*Kli« only from iheinl^ 
rtatdtofihoopenuiOM in which In ihe evtm a aibicqnrw operation • proposed tor 

48 such well by one or mora comemmg panta prior lo recovery of all com and penalliea recoverable from ihe rdiitquishtd interest of 
49 "DO oonerung party in laid interval or formation, non-conaenling pany thail be cmilled in parucmslc iherem lo the extent of i»» 
^ interest prior to reltnquuhmcnL 

" C Notwithataniung anything conuinod heremebov* 10 ihe contrary, non-operators may eiect to be earned at • noii-oDnsesaifig party. 
52 m tea initial well to ho drilled or inomplili.il hereunder. The fnn-conaenung penally provniona ofAnicitVI.B2a.andb. shall be 
53 anplacalue except lhal tor purposes of calculating payout on Ihe miual welt, if il ii a New Mexico Fruitland Coal well, and only if. ihl 
) 4 'a/JO. Vigure on imea 21 and 22 of Article VI.B.2b. shall be replaced with die figures "256S". All other wells rtmaia at *00 \ \ 

53 D. Notwitran^aelingairrî  
56 Uaoaa (original kate) to ihu agreemen shall have the option, but not the obligation. >l any lime pnor lo and lor sixty (60) days after 
„ theexpinuioriol ihe original lease lo renew audi lease and lo alone bear the coal and expense thereof and Iriertbvmamuaa lUnfht. 

Idle and interest m the tract or Iracta mduded m the ongmal lease and the renewal ihereof. If more Chan one pany owns an inure* m 
58 lha original lease. Ihe cotton granted heron thai! inure to Ihe benefit of such panics jointly and aeverally. If any party hereto other 
59 lhaattM contribute 
ip. k ana tail lUlauiaM of ihe total coat and expense mcurrod in acquiring such renewal lease. The contnbuling pany shall have euay 

(60) dayi after the receipt of such ttcmued statement to reimburse the renewing party m hill. If ihe contributing party makes such 
61 n iMlaaiesnim. a thail receive irom the renewing party an alignment, subject lo this aejccmcnl. of all right, Utle and inlareol aa and 
62 lo the renewal lease, if Ihe oonlnbuung pany either renews such lease al IU expense, or fully retmburaos Ihe renewing party. Ihe 
g, tu>iie*inl<raeu hereto If the oomnbuimg pany exercises neither of the opium 

providad above n shall thereby forfcu tu nght under this Anicte XV.D . al to such renewal lease and Ihe renewal lease shall . . 
thereafter be subject lo all the lenra and condiliont of Article VII.B. hereof. This Article XV.D. shall apply m like manner to 64 

65 extensions oi lease. 

66 
67 
68 
69 
70 

E. Thia Operaling Agreement shall supersede and replace any previous Operating Agreement! governing Ihe derxhs covered in the 
Contract Area shown on the Exhibit "A". 
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ARTICLE XV 
OTHER PROVISIONS 

Through munial tonseru the parties' hereto may elect to 1) convert any well drilled hereunder to a aisposal well 
or any other valuable use, or 2) convey any well drilled nernrnrtfT and associated facilities and equTpTaeni 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 cmvevances as the parues' 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 producuou irom such 
well has not equaled the percentage of costs related to such well provided in Arucie VI.B.2.. the approval of 
such conversion or conveyance ts reauired oniy by the Consenting Parties, and costs borne and the value received 
due to such conversion or conveyance shall be shared by the Coriseming Parues in accordance with their cost 
bearing share of the drilling of such well. 

PRlDRiTY OF OPERATIONS 

If at any rime there is more than one operation proposed in crrnnrrtion with any well subject to this agreement, 
then uniess all Ccrrisenung Parues agree on the fT'm1** of such operauon. such proposals shall be considered 
and disposed of in the following order of priority: 

(1) A proposal to do additional logging, coring or testing: 

(2) A proposal to aeepen the well to "authorized depth" if lagging and testing in option (1) above indicate 
the well has not reach atithortzed depth and formation. 

(3) A rjroposal to attempt to complete the well at the authorized depth in the raarmer set forth in the AFE 
(i.e., in accordance with casing, stirmuaiion and other conrplcuon programs set forth in AFE); 

(4) A rjroposal to attempt to complete the well at the authorized depth in a manner different than ts set 
forth in the AFE, 

(5) Far a h"rTrm'»l well, a rjroposai to extend the length of the lateral drain hole for a specified ntiraber of 
feet m the da-ecnon it is drilling with pnonty given to the shortest additional length apposed by any of 
the Oinseriung Parties; 

(6) For a hortzraital well, a rirorjosal to drill a new lateral drain hole in a different direction at the 
T"trrin7~i drpth*. 

(7) For a hoTtrrmtal well, a rjroposal to drill a new lateral dram hole a different depth, with priority gives 
in anrrnrling order to objectives above the authorized depth, and then in drumming order to 
objectives below the authrxoed ofepth; 

(8) A pnposai to plug back and attempt to coxmilde the well at a depth shallower than the authonzed 
depth, with phonty given to objectives m — — o r d e r up the hole; 

(9) A rjroposal to sidctiacle the well to a new target objective, with priority given lint in ascending order 
to objectives above Ihe auihorrzed depth, and then in rtrsrrnrrmg order to the objecuves below the 

(10) A proposal to deepen the well below the authorized depth, with priority given to objecuves in 

No party may propose any operauon with respect to any well (I) while there is pending a prior proposal tor any 
operauon respecting such well unui that rjroposal is withdnwn or until the orjerauan conummlsted thereby has 
been crmrpleted or (ii) while there is tn progress any opctuioo on such well unui such orjsrahon has been 

iiitpfrtT** 

It at the time the parues are crmaidering a proposed operation, the well is in such Mutitiim in the Operator's 
judgment, that a reasonably prudent operator would not conduct such operauon for tear of mechanical 
difficulties, placing the hole, equmment or prrmmei in danger of loss or injury, or fear of loss of the well for 
any reason without being able to attempt a compieuon at the authorized depth, then the rjroposal shall be given 
no priority to any proposed operauon except for plugging and abandoruiig the well. 

If i well being drilled hereunder is a hrirrzontal well, then the provisions of this agreement relating to 
aidkttraaddng of a well snaiU be OIM force arid efleet 
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ARTICLE XV 
OTHER PROVISIONS 

H. CONFIDENTIALITY 

Operator and each Non-Operator hereby agree to keep confidential ail information 
pertaining to the initial well drilled pursuant to Article VI.A of this Agreement, and that, 
without the pnor 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 mamtain 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 nave 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 mdirectly controlled by the disclosing 
party, or which is directly or indirectly controlled by a company or entity which directly or 
mdirectly 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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A.A.P.L FORM 610 - MODEL FORM OPERATING AGREEMENT • 1982 
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ARTICLE XVI. 

MISCELLANEOUS 

This agreement shall be binding upon and shall inure to the benefit of the parties 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 1st day of A p r i l , I " 97 . 

OPERATOR 

Burlington Resources Oil & Gas Company 

Robert T. Kennedy, Attomey-in-pCct ^?c^— 

NON-OPERATORS 

Conoco Inc. 

BY: 

Amoco Production Company 

BY: 

Total Minatome Corp. 

BY: 

Cross Timbers Oil Co., LP 

BY: 

Lee Wayne Moore and JoAnn Montgomery 
Moore, Trustees 

BY:. 

BY: 
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NON-OPERATORS CONT. 

BY: 
Robert Warren Umbach 

BY: 
George William Umbach 

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 

15a 



ACKNOWLEDGMENTS 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SAN JUAN ) 

The foregoing instrument was acknowledged before me this o?3 r e^ day of 
OX', A . , 1997, by Robert T. Kennedy, Attorney-in-Fact, of Burlington Resources 

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

/ / \ % Notary Public 
Sly tomirussic&jEjcpires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

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

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

Notary Public 
My Commission Expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

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

Trust. 

My Commission Expires: 
Notary Public 



ACKNOWLEDGMENTS CONT. 

STATE OF ) 
) ss. 

COUNTY OF ) 

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

My Commission Expires: 

Notary Public 



EXHIBIT "A 

Attached to and made a part of that certain Operating Agreement dated April 1, 
1997, by and between BURLINGTON RESOURCES OIL & GAS COMPANY, as 
Operator, and as Non-Operators. 

L LANDS SUBJECT TO OPERATING AGREEMENT: 

Township 31 North, Range 10 West 

Section 8: Lots 1,2,3,4,5, N/2, NE/4 SW/4, W/2 SW/4 (ALL) 
San Juan County, New Mexico 
containing 639.78 acres, more or less 

H. RESTRICTIONS, IF ANY, AS TO DEPTHS OR FORMATIONS: 

Limited to all depths below the Dakota formation. 

HL ADDRESSES AND WORKING PERCENTAGE INTERESTS OF PARTIES TO 
THIS AGREEMENT: 

Burlington Resources Oil & Gas Company OPERATOR 
c/o Land Department 9.310450% 
P.O. Box 4289 
Fanrungton, New Mexico 87499 
Main # 505-326-9700 
Fax # 505-326-9781 

NON-OPERATORS 

Working Interest Owners 
Conoco Inc. 
10 Desta Drive, Suite 100W 
Midland, TX 79705-4500 

Amoco Production Company 
P.O. Box 800 
Denver, CO 80201 

Total Minatome Corp. 
2 Houston Center, Suite 2000 
909 Fannin 
P.O. Box 4326 
Houston, TX 77210-4326 

Cross Timbers Oil Co.,. LP 
810 Houston Street, Suite 2000 
Fort Worth, TX 76102 

Lee Wayne Moore and JoAnn Montgomery Moore, Trustees 2.251700% 
403 N. Marienfield 
Midland, TX 79701 

- 1 -
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9.310450% 

68.073400% 

4.652200% 

3.374700% 



EXHIBIT "A" CONT. 

George William Umbach 1.416600% 
2620 S. Maryland Pkwy. #496 
Las Vegas, NV 89109 

Robert Warren Umbach 1.416600% 
P.O. Box 5310 
Farmington, NM 87499 

Lowell White Family Trust .048460% 
c/o Sunwest Bank of Albuquerque, N.A. 
Attn: Catherine Rugen 
P.O. Box 26900 
Albuquerque, NM 87125-0500 

Walter A. Steele .048460% 
c/o Sunwest Bank of Albuquerque, N.A. 
Attn: Catherine Rugen 
P.O. Box 26900 
Albuquerque, NM 87125-6900 

Estate of G. W. Hannett .040380% 
c/o Sunwest Bank of Albuquerque, N.A. 
Attn: Catherine Rugen 
P.O. Box 26900 
Albuquerque, NM 87125-6900 

T. G. Cornish .032300% 
c/o Sunwest Bank of Albuquerque, N.A. 
Attn: Catherine Rugen 
P.O. Box 26900 
Albuquerque, NM 87125-6900 

Patricia Hueter .008100% 
c/o Sunwest Bank of Albuquerque, N.A. 
Attn: Catherine Rugen 
P.O. Box 26900 
Albuquerque, NM 87125-6900 

Mary Emily Voller .008100% 
c/o Sunwest Bank of Albuquerque, N.A. 
Attn: Catherine Rugen 
P.O. Box 26900 
Albuquerque, NM 87125-6900 

A. T. Hannett 008100% 
c/o Sunwest Bank of Albuquerque, N.A. 
Attn: Catherine Rugen TOTAL 100.000000% 
P.O. Box 26900 
Albuquerque, NM 87125-6900 



EXHIBIT "B" 

There is no Exhibit "B" to this Joint Operating Agreement, dated April 1, 1997. 
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COCAS - 1984 - ONSHORE 

mum 601, eo«*» 
TUt-S* CM 74101 

EXHIBIT " c " 
Attached to and made a part of t ha t p e r t a i n Operat ing Agreement dated A p r i l 1 . 1997- hv and 

between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator , and Mon-Operatnrs. 

ACCOUNTING P R O C E D U R E 
JOINT O P E R A T I O N S 

I . GENERAL PROVISIONS 

1. Definitions 

"Joint Property" shall mean the real and personal property subject to the agreement to which this Accounting Procedure 
is attached. 
"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and mainte
nance of the Joint Property. 
"Joint Account" shall mean the account showing: the charges paid and credits received in the conduct of the Joint Opera
tions and which are to be shared by the Parties. 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the Parties to this agreement other than the Operator. 
"Parties" shall mean Operator and Non-Operators. 
"First Level Supervisors" shall mean those employees whose primary function in Joint Operations is the direct supervision 
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity. 
"Technical Employees" shall mean those employees having special and specific engineering, geological or other profes
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and problems 
for the benefit of the Joint Property. 
"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" shall mean Material which at the time is so classified in the Material Classification Manual as 
most recently recommended by the Council of Petroleum Accountants Societies. 

2. Statement and Billings 

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the Joint Ac
count for the preceding month. Such bills will be accompanied by statements which identify the authority for expenditure, 
lease or facility, and all charges and credits summarized by appropriate classifications of investment and expense except 
that items of Controllable Material and unusual charges and credits shall be separately identified and fully described in 
detail. 

3. Advances and Payments by Non-Operators 

A. Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their 
share of estimated cash outlay for the succeeding month's operation within fifteen (15) days after receipt of the bill
ing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust each 
monthly billing to reflect advances received from the Non-Operators. 

B. Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not made 
within such time, the unpaid balance shall bear interest monthly ai the prime rate in effect at TrMn Poiaai 111 
Bant. Houston. Texas o n the first day of the month in which delinquency occurs plus 1% or the maximum 

contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever 
is the lesser, plus attorney's fees, court costs, and other costs in connection with the collection of unpaid amounts. 

4. Adjustments 

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof: 
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con
clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar vear. 
unless within the said twenty-four (241 month period a Non-Operator takes written exception thereto and makes claim on 
Operator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same prescribed 
period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllable 
Material as provided for in Section V. 

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies. 

Recommended by tha Council 
of Petroteum Accountant! 
Societies 
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m 5. Audits 

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Opera
tor's accounts and records relating to the Joint Account for any calendar year within the twenty-four 1241 month 
period following the end of such calendar year: provided, however, the making of an audit shall not extend the time 
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section 
I . Where there are two or more Non-Operators, the Non-Operaiors shall make every reasonable effort to conduct a 
joint audit in a manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no por
tion of the Non-Operators audit cost incurred under this paragraph unless agreed to by the Operator. The audits 
shall not be conducted more than once each year without prior approval of Operator, except upon the resignation or 
removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit. 

B. The Operator shall reply in writing to an audit report within 180 days after receipt of such report. 

6. Approval By Non-Operators 

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this 
Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains no contrary provisions 
in regard thereto. Operator shall notify all Non-Operators of the Operator's proposal, and the agreement or approval of 
a majority in interest of the Non-Operators shall be controlling on all Non-Operators. 

I I . DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Ecological and Environmental 

Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfy environ
mental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or archaeological 
nature and pollution control procedures as required by applicable laws and regulations. 

2. Rentals and Royalties 

Lease rentals and royalties paid by Operator for the Joint Operations. 

3. Labor 

A. (1) Salaries and wages of Operator's field employees directly employed on the Joint Property in the conduct of Joint 
Operations. 

(2) Salaries of First Level Supervisors in the field. 

(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are excluded 
from the overhead rates. 

(4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and directly employed 
in the operation of the Joint Property if such charges are excluded from the overhead rates. 

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to employees 
whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section I I . Such costs under 
this Paragraph 3B may be charged on a "when and as paid basis" or by "percentage assessment" on the amount of 
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section I I . If percentage assessment 
is used, the rate shall be based on the Operator's cost experience. 

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable 
to Operator's costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section I I . 

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph 
3A of this Section I I . 

4. Employee Benefits 

Operator's current costs of established plans for employees' group life insurance, hospitalization, pension, retirement, stock 
purchase, thrift bonus, and other benefit plans of a like nature, applicable to Operator's labor cost chargeable to the Joint 
Account under Paragraphs 3A and 3B of this Section II shall be Operator's actual cost not to exceed the percent most recent
ly recommended by the Council of Petroleum Accountants Societies. 

5. Material 

Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only such Material 
shall be purchased for or transferred to the Joint Property as may be required for immediate use and is reasonably practical 
and consistent with efficient and economical operations. The accumulation of surplus stocks shall be avoided. 

6. Transportation 

Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations: 

A. If Material is moved to the Joint Property from the Operator's warehouse or other properties, no charge shall be made 
to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like material 
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties. 
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{IS 
B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the Joint Ac

count for a distance greater than the distance to the nearest reliable supply store where like material is normally 
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be 
made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the 
Parties. 

C. In the application of subparagraphs A and B above, the option to equalize or charge actual trucking cost is available 
when the actual charge is $400 or less excluding accessorial charges. The $400 will be adjusted to the amount most 
recently recommended by the Council of Petroleum Accountants Societies. 

7. Services 

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph 
10 of Section I I and Paragraph i . i i . and ii i . of Section I I I . The cost of professional consultant services and contract ser
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates. 
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint 
Property shall not be charged to the Joint Account unless previously agreed to by the Parties. Such charges shall 
be supported by invoices, which shall be made available to the non-operator's Auditors. 

8. Equipment and Facilities Furnished By Operator 

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate 
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense, 
insurance, taxes, depreciation, and interest on gross investment less accumulated depreciation not to exceed 
twelve percent (__12__%) per annum. Such rates shall not exceed average commercial rates currently pre

vailing in the immediate area of the Joint Property. 

B. In lieu of charges in paragraph 8A above. Operator may elect to use average commercial rates prevailing in the immedi
ate area of the Joint Properly less 20%. For automotive equipment. Operator may elect to use rates published by the 
Petroleum Motor Transport Association. 

9. Damages and Losses to Joint Property 

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses 
incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's gross negligence or 
willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses incurred as soon as practicable 
after a report thereof has been received by Operator. 

10. Legal Expense 

Expense of handling, investigating and settling litigation or claims, discharging of Hens, payment of judgements and 
amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to protect 
or recover the Joint Property, except that no charge for services of Operator's legal staff or fees or expense of outside attor
neys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be covered by the 
overhead provisions of Section I I I unless otherwise agreed to bv the Parties, except as provided in Section I . Paragraph 
3. 

11. Taxes 

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof, 
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad valo
rem taxes are based in whole or in part upon separate valuations of each party's working interest, then notwithstanding 
anything to the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto in accordance 
with the tax value generated by each party's working interest. 

12. Insurance 

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the 
event Joint Operations are conducted in a state in which Operator may act as self-insurer for Worker's Compensation and/ 
or Employers Liability under the respective state's laws. Operator may. at its election, include the risk under its self-
insurance program and in that event. Operator shall include a charge at Operator's cost not to exceed manual rates. 

13. Abandonment and Reclamation 

Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulatory 
authority. 

14. Communications 

Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio and 
microwave facilities directly serving the Joint Property, (n the event communication facilities/systems serving the Joint 
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section I I . 

15. Other Expenditures 

Any other expenditure not covered or dealt with in the foregoing provisions of this Section I I . or in Section I I I and which 
is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint 
Operations. 

-3-



CPS-
III . OVERHEAD 

1. Overhead - Drilling and Producing Operations 

i. As compensation for administrative, supervision, office services and warehousing costs. Operator shall charge drilling 
and producing operations on either: 

tn) Fixed Rate Basis. Paragraph 1A, or 
( ) Percentage Basis, Paragraph IB 
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries 
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph 
3A, Section I I . The cost and expense of services from outside sources in connection with matters of taxation, traffic, 
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates 
provided for in the above selected Paragraph of this Section I I I unless such cost and expense are agreed to by the 
Parties as a direct charge to the Joint Account. 

ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant services 
and contract services of technical personnel directly employed on the Joint Property: 

( ) shall be covered by the overhead rates, or 
fcX) shall not be covered by the overhead rates. 

ii i . The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services 
and contract services of technical personnel either temporarily or permanently assigned to and directly employed in 
the operauon of the Joint Property: 

shall be covered by the overhead rates, or 
( ) shall not be covered by the overhead rates. 

iv . See Overhead Addendum on Page 7A. 
A. Overhead - Fixed Rate Basis 

(1) Operator shall charge the Joint Account at the following rates per well per month: 

Drilling Well Rate $ 5.100.00 

(Prorated for less than a full month) 

Producing Well Rate $ 510.00 

(2) Application of Overhead - Fixed Rate Basis shall be as follows: 

(a) Drilling Well Rate 
(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill

ing rig. completion rig. or other units used in completion of the well is released, whichever is later, except 
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or 
more consecutive calendar days. 

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5) consecutive 
work days or more shall be made at the driiiing well rate. Such charges shall be applied for the period 
from date workover operations, with rig or other units used in workover. commence through date of rig 
or other unit release, except that no charge shall be made during suspension of operations for fifteen 
(15) or more consecutive calendar days. 

(b) Producing Well Rates 

(1) An active well either produced or injected into for any portion of the month shall be considered as a one-
well charge for the entire month. 

(2) Each active completion in a multi-completed well in which production is not commingled down hoie shail 
be considered as a one-well charge providing each completion is considered a separate well by the govern
ing regulatory authority. 

(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall 
be considered as a one-well charge providing the gas well is directly connected to a permanent sales 
outlet 

(4) A one-well charge shall be made for the month in which plugging and abandonment operations are com
pleted on any well. This one-well charge shall be made whether or not the well has produced except when 
drilling well rate applies. 

(5) All other inactive wells (including but not limited to inactive wells covered by unit allowable, lease allow
able, transferred allowable, etc.) shall not qualify for an overhead charge. 

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the agreement 
to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the rate cur
rently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum and Gas 
Production Workers for the last calendar year compared to the calendar year preceding as shown by the index 
of average weekly earnings of Crude Petroleum and Gas Production Workers as published by the United States 
Department of Labor. Bureau of Labor Statistics, or the equivalent Canadian index as published by Statistics 
Canada, as applicable. The adjusted rates shall be the rates currently in use. plus or minus the computed ad
justment. 

B. Overhead - Percentage Basis 

(1) Operator shall charge the Joint Account at the following rates: 
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m (a) Development 

Percent ( %) of the cost of development of the Joint Property exclusive of costs provided 
under Paragraph 10 of Section 11 and all salvage credits. 

(b) Operating 

Percent I %) of the cost of operating the Joint Property exclusive of costs provided under 
Paragraphs 2 and 10 of Section I I . all salvage credits, the value of injected substances purchased for secondary 
recovery and all taxes and assessments which are levied, assessed and paid upon the mineral interest in and 
to the Joint Property. 

(2) Application of Overhead - Percentage Basis shall be as follows: 

For the purpose of determining charges on a percentage basis under Paragraph IB of this Section I I I . development 
shall include all costs in connection with drilling, redrilling. deepening, or any remedial operations on any or all 
wells involving the use of drilling rig and crew capable of drilling to the producing interval on the Joint Prop
erty; also, preliminary expenditures necessary in preparation for drilling and expenditures incurred in abandoning 
when the well is not completed as a producer, and original cost of construction or installation of fixed assets, the 
expansion of fixed assets and any other project clearly discernible as a fixed asset, except Major Construction as 
defined in Paragraph 2 of this Section I I I . All other costs shall be considered as operating. 

2. Overhead - Major Construction 

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of 
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the 
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint 
Account for overhead based on the following rates for any Major Construction project in excess of $ , Ann Oft : 

A. 5 % of first $100,000 or total cost if less, plus 

B. ^ % of costs in excess of $100,000 but less than $1,000,000, plus 

C. 2 % of costs in excess of $1,000,000. 

Total cost shall mean the gross cost of any one project For the purpose of this paragraph, the component parts of a single 
project shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment shail be 
excluded. 

3. Catastrophe Overhead 

To compensate Operator for overhead costs incurred in the event of expenditures resulting from a single occurrence due 
to oil spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by the Parties, which are necessary 
to restore the Joint Property to the equivalent condition that existed prior to the event causing the expenditures. Operator 
shall either negotiate a rate prior to charging the Joint Account or shall charge the Joint Account for overhead based on 
the following rates: 

A. 5 % of total costs through $100,000: plus 

B. 3 % 0 f tota| costs j n excess of $100,000 but less than $1,000,000; plus 

C. 2 % of total costs in excess of $1,000,000. 

Expenditures subject to the overheads above will not be reduced by insurance recoveries, and no other overhead provi
sions of this Section I I I shall apply. 

4. Amendment of Rates 

The overhead rates provided for in this Section I I I may be amended from time to time only by mutual agreement between 
the Parties hereto if. in practice, the rates are found to be insufficient or excessive. 

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS 

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material move
ments affecting the Joint Property. Operator shall provide all Material for use on the Joint Property: however, at Operator's 
option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition of idle and/or surplus 
Material, such disposal being made either through sale to Operator or Non-Operator, division in kind, or sale to outsiders. 
Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition A or B 
Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties. 

1. Purchases 

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case of 
Material found to be defective or returned to vendor for any other reasons, credit shall be passed to the Joint Account 
when adjustment has been received by the Operator. 

2. Transfers and Dispositions 

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator, 
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts: 
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ffi 
A. New Material (Condition A) 

(1) Tubular Goods Other than Line Pipe 

(a) Tubular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill published 
carload base prices effective as of date of movement plus transportation cost using the 80.000 pound carload 
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for 
tubular goods exist. If the 80.000 pound rail rate is not offered, the 70.000 pound or 90.000 pound rail rate 
may be used. Freight charges for tubing will be calculated from Lorain, Ohio and casing from Youngstown, 
Ohio. 

(b) For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus trans
portation cost from that mill to the railway receiving point nearest the Joint Property as provided above in 
Paragraph 2.A.(lXa). For transportation cost from points other than Eastern mills, the 30.000 pound Oil Field 
Haulers Association interstate truck rate shall be used. 

(c) Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.o.b. Houston, 
Texas, plus transportation cost, using Oil Field Haulers Association interstate 30.000 pound truck rate, to 
the railway receiving point nearest the Joint Property. 

(d) Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.o.b. 
the supplier plus transportation costs, using the Oil Field Haulers Association interstate truck rate per weight 
of tubing transferred, to the railway receiving point nearest the Joint Property. 

(2) Line Pipe 

(a) Line pipe movements (except size 24 inch OD and larger with walls 3/< inch and over) 30.000 pounds or more 
shall be priced under provisions of tubular goods pricing in Paragraph A.dXa) as provided above. Freight 
charges shall be calculated from Lorain. Ohio. 

(b) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) less than 30.000 pounds 
shall be priced at Eastern mil) published carload base prices effective as of date of shipment, plus 20 percent, 
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing in Para
graph A.(l Ha) as provided above. Freight charges shail be calculated from Lorain. Ohio. 

(c) Line pipe 24 inch OD and over and % inch wall and larger shall be priced f.o.b. the point of manufacture 
at current new published prices plus transportation cost to the railway receiving point nearest the Joint 
Property. 

(d) Line pipe, including fabricated line pipe, drive pipe and conduit not listed on published price lists shall be 
priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or at prices 
agreed to by the Parties. 

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable supply 
store nearest the Joint Property, or point of manufacture, plus transportation costs, if applicable, to the railway 
receiving point nearest the Joint Property. 

(4) Unused new Material, except tubular goods, moved from the Joint Property shall be priced al the current new 
price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Property, or point of 
manufacture, plus transportation costs, if applicable, to the railway receiving point nearest the Joint Property. 
Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and (2). 

B. Good Used Material (Condition B) 

Material in sound and serviceable condition and suitable for reuse without reconditioning: 

(1) Material moved to the Joint Property 

At seventy-five percent (75%) of current new price, as determined by Paragraph A. 

(2) Material used on and moved from the Joint Property 

(a) At seventy-five percent (75%) of current new price, as determined by Paragraph A. if Material was originally 
charged to the Joint Account as new Material or 

(b) At sixty-five percent (65%) of current new price, as determined by Paragraph A. if Material was originally 
charged to the Joint Account as used Material. 

(3) Material not used on and moved from the Joint Property 

At seventy-five percent (75%) of current new price as determined by Paragraph A. 

The cost of reconditioning, if any. shall be absorbed by the transferring property. 

C. Other Used Material 

(1) Condition C 

Material which is not in sound and serviceable condition and not suitable for its original function until after recon
ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost of 
reconditioning shall be charged to the receiving property, provided Condition C value plus cost of reconditioning 
does not exceed Condition B value. 
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m 
(2) Condition D 

Material, excluding junk, no longer suitable for its original purpose, but usable for some other purpose shall be 
priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedures 
normally used by Operator without prior approval of Non-Operators. 
(a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe of com

parable size and weight Used casing, tubing or drill pipe utilized as line pipe shall be priced at used line 
pipe prices. 

(b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, e.g. power oil lines, 
shall be priced under normal pricing procedures for casing, tubing, or drill pipe. Upset tubular goods shall 
be priced on a non upset basis. 

(3) Condition E 

Junk shall be priced at prevailing prices. Operator may dispose of Condition E Material under procedures nor
mally utilized by Operator without prior approval of Non-Operators. 

D. Obsolete Material 

Material which is serviceable and usable for its original function but condition and/or value of such Material is not 
equivalent to that which would justify a price as provided above may be specially priced as agreed to by the Parties. 
Such price should result in the Joint Account being charged with the value of the service rendered by such Material. 

E. Pricing Conditions 

(1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25*) per hundred 
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stocking 
point The above rate shail be adjusted as of the first day of April each year following January 1.1985 by the same 
percentage increase or decrease used to adjust overhead rates in Section I I I . Paragraph l.A(3). Each year, the 
rate calculated shall be rounded to the nearest cent and shall be the rate in effect until the first day of April next 
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies. 

(2) Material involving erection costs shall be charged at applicable percentage of the current knocked-down price of 
new Material. 

3. Premium Prices 

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other 
unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required 
Material at the Operator's actual cost incurred in providing such Material, in making it suitable for use. and in moving 
it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior to billing 
Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and notifying Operator within 
ten days after receiving notice from Operator, to furnish in kind all or part of his share of such Material suitable for use 
and acceptable to Operator. 

4. Warranty of Material Furnished By Operator 

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the Joint 
Account until adjustment has been received by Operator from the manufacturers or their agents. 

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories. Notice and Representation 

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. Written notice 
of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that 
Non-Operators may be represented when any inventory is taken. Failure of Non-Operators to be represented at an inven
tory shall bind Non-Operators to accept the inventory taken by Operator. 

2. Reconciliation and Adjustment of Inventories 

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be made within six 
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for 
overages and shortages, but. Operator shall be held accountable only for shortages due to lack of reasonable diligence. 

3. Special Inventories 

Special inventories may be taken whenever there is any sale, change of interest, or change of Operator in the Joint Property. 
It shall be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes 
place. In such cases, both the seller and the purchaser shall be governed by such inventory. In cases involving a change : 
of Operator, all Parties shall be governed by such inventory. 

4. Expense of Conducting Inventories 

A. The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by the 
Parties. 

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except in
ventories required due to change of Operator shall be charged to the Joint Account j 

l 
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Section UT, Overhead Addendum: 

1. iv. The parries agree the overhead rates shall include, but not be Ifrrated 
to, the following functions, regardless of whether performed by Operator, 
Operator's Affiliates, or by third parties: 

Ailmimstrative & Accounting 

Accounting & Disbursing 
Producer gas balancing 
Taxes 
Office services 
Billing & Collection 
Data processing (other than computer producnon control) 
Human Resources 
Accounting systems and procedures 
Auditing 

Operations Support Functions 

Coordination, planning & follow-up 
Design & drafting 
Materials procurement 
Inventory taking and reconciliation 
Gas dispatching and control 
Obtaining permits, certificates 
Warehousing 
Off-site environmental compliance & reporting 
Technical Employees and other labor not permitted as a direct charge 
under Section II.3 or Section m.l (ii) and (ft)-
Field office expenses associated with engineering and 
aamnistjauve/accounting personnel located in the field. 

General Management 
Supervision or management not permitted as a direct charge in Section II.3 
Contraa Negotiations (including, but not limited to, negotiations with 
vendors, contractors, landowners, mineral owners, etc.) 

Legal Services not permitted as a direct charge under Section 11.10. 
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"ONSHORE" 

EXHIBIT "D-l 

Attached to and made a part of that certain Operating Agreement dated April 1, 1997, by 
between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and Non-
Operators. 

INSURANCE 

To protect against liability, loss or expense arising from damage to property, injury or death of any person 
or persons, incurred out ot in connection with, or resulting from the operations provided hereunder. 
Operator shall maintain in force during the entire period of this agreement the following Schedule A 
insurance coverage for the benefit of the joint account. Schedule B coverages are the rrdrumum limits and 
type of insurances required to be maintained by Operator and each Non-Operator as to their respective 
working interest. All Schedule A and Schedule B insurance shall be obtained from financially sound. Best 
rate B+ Class VI or above reliable insurance companies authorized to do business in the state in which the 
operations are to be performed. Each policy shall provide for a waiver of subrogation rights against the 
other signatory parties. 

SCHEDULE A - OPERATOR FOR THE JOINT ACCOUNT 

COVERAGES LIMITS OF LIABILITY 

a. Workers' Compensation Statutory 

b. Employers' Liability Combined Single Limit 
Per occurrence of $1,000,000. 

SCHEDULE B - OPERATOR AND EACH NON-OPERATOR 
AS TO ITS WORKING INTEREST 

Each working interest owner's insurance is intended to cover such owner's working interest in the 
Joint Account and its coverages respond to such owner's pro-rata share ofany Joint Account loss. 

COVERAGES LIMITS OF LIABILITY 

a. Comprehensive General Liability 
including Personal Injury, Premises/ 
Operations coverage, Pollution 
Coverage, Owners and Contractors 
Protective Liability, Contractual Liability, 
Products and Completed Operation 
liability 

Bodily Injury Liability/ Combined Single Limit 
Property Damage Liability Per occurrence of $1,000,000 

b. Comprehensive Automobile Lia
bility including coverage of 
Owned and Non-Owned Automobiles 
and Hired Car coverage 

Bodily Injury Liability/ 
Property Damage Liability 

Combined Single Limit 
Per occurrence of $1,000,000 



Exhibit "D" continued 
Page 2 of 3 

c. Control of Well including Clean
up, Containment. Seepage, Pollu
tion, Contamination, and Redrilling 
Expense (This coverage is mamtained 
for the term of the agreement.) 

Per occurrence of each working 
interest owner's share of 
$5,000,000, but not less than 
$1,000,000 

EXAMPLE. A Non-Operator owning a 3 0% 
working interest in the Joint 
Account properties is required 
to carry a rrunimum of 30% x 
$5,000,000 or $1,500,000 
Control of Well coverage, but 
a 4% Working Interest Owner is 
required to carry a minimum of 
$1,000,000 coverage. 

Note: If a Non-Operator elects not 
to purchase Control of Well 
coverage direct to protect 
his working interest, he may 
elect to parucipate in Oper
ator's coverage at a premium 
rate heretofore determined 
by Operator and available to 
all Non-Operators upon request. 

Combined Single Limit 
Per occurrence of $5,000,000 

d. If Aircraft, including helicopters, 
are used in operauons, include 
Aircraft Liability, Passenger 
Liability and Property Damage 
Liability Insurance, covering 
Owned, Non-Owned Aircraft and 
Hired Aircraft 

If Watercraft are used in any 
inland operations: 
(a) Protection and Indemnity 
Insurance on the SP23 form or 
equivalent, (or, in the alter
native, deletion of the water-
craft exclusion from the 
Comprehensive General Liability 
Policy) 

(b) Hull and Machinery 
Insurance to the market value 
of the vessel or $1,000,000, 
whichever is greater, on the 
American Institute Hull Clause 
(June 2, 1977) form or its 
equivalent 

Combined Single Limit 
Per occurrence of $10,000,000 
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f. Property (excluding Business Blanket limit 
Interruption) 

Operator may include the Schedule A coverage for the joint account under its self insurance program 
provided Operator complies with applicable laws, and in such an event Operator shall charge to the Joint 
Account manual rate premiums. 

Operator, as a working interest owner, shall also obtain for his own account the rrunimum insurances and 
limits required by Schedule B. These insurances obtained by Operator and Non-Operators will respond to a 
loss on a pro-rata working interest basis, and not as primary, to any other valid and collectible insurances. 
Non-Operators will not be additional insurers on Operator's policy unless specifically agreed to by 
Operator and the appropriate premium charged Non-Operator. Failure of the Operator to maintain its 
required Schedule A and Schedule B insurance coverages shall be deemed cause for removal of Operator 
as the operator of the joint properties at the option of a majority in interests of the Non-Operators as 
provided in the Joint Operating Agreement to which this Exhibit "D" is attached. 

Operator shall not be obligated to obtain or carry on behalf of the Joint Account any insurance additional 
to Schedule A but may, at its discretion, provide additional coverage to a Non-Operator(s) for the 
operations to be conducted hereunder. Each Non-Operator shall acquire at its own expense the Schedule 
B coverage and such excess insurance as it deems proper to protect itself against claims, losses, or 
damages arising out of the joint operations. Such insurance shall include a waiver of subrogation against 
the other Parties in respect of their interest hereunder. Joint Account deductibles and uninsured losses shall 
be borne by the Parties in proportion to their respective working interests. 

Deductibles and/or limits established by Operator's Schedule A coverages shall apply to all Non-Operators 
on a working interest share basis and premiums for Schedule A coverage, losses falling within the 
deductible, or which exceed insurable limits, or which are otherwise not covered by insurance will be 
expenses of the Joint Account. 

Each Non-Operator shall furnish Operator with Certificates of Insurance evidencing satisfactory Schedule 
B coverages are in force, and Operator shall furnish each Non-Operator, upon request, with Certificates of 
Insurance evidencing Schedule A coverage and all Schedule B coverages that are in force. 

The Certificates of Insurance specifying Schedule B coverage must be provided by each Non-Operator to 
Operator within 10 working days from execution hereof or commencement of operations hereunder, 
whichever is earlier. Non-Operators shall supply Operator "Certificate of Insurance" annually, during the 
term of this agreement. Failure of a Non-Operator to provide Certificates of Insurance within the required 
time period will authorize Operator to either (i) purchase the required insurance for such Non-Operator 
and bill the Non-Operator for the cost thereof, (ii) add the Non-Operator as an additional insured to the 
Operator's policy and automatically allocate, without refund, the first year's insurance premium to the Non-
Operator, or (iii) notify the other Non-Operators that the Non-Operator's working interest is uninsured or 
underinsured. 

Operator shall promptly notify Non-Operators in writing of all losses involving damage to a Joint Account 
property in excess of S250.000. 

Operator shall require all contractors engaged in operations under this Agreement to comply with the 
applicable Worker's Compensation laws and to maintain such other insurance and in such amounts as 
Operator deems necessary. 

* 



EXHIBIT "D-2" 

Attached to and made a part of that certain Operating Agreement dated April 1, 1997, by 
between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and Non-
Operators. 

1. Operator shall carry insurance as follows for the benefit and protection of the 
Parties to this Agreement. 

a. Worker's Compensation Insurance in accordance with laws of 
governmental bodies having jurisdiction including, if applicable. Unites 
States Longshore and Harbor Workers' Compensation Act with Outer 
Continental Shelf Extension and Employers' Liability Insurance. 
Employers' Liability Insurance shall provide coverage of $500,000 per 
accident. 

b. Operator may include the aforesaid risks under its qualified self-
insurance program provided Operator complies with applicable laws, and 
in such an event Operator shall charge to the Joint Account, its actual 
cost, not to exceed a premium determined by applying manual insurance 
rates to the payroll. 

2. Operator shall not be obligated or authorized to obtain or carry on behalf of 
the Joint Account any additional insurance covering the Parties or the 
operations to be conducted hereunder without the consent and agreement of 
all Parties. Each Party individually may acquire as its own expense such 
insurance as it deems proper to protect itself against claims, losses, or 
damages arising out of the joint operations. All uninsured losses and all 
damages to jointly owned property shall be borne by the Parties in proportion 
to their respective interests. 

3. Operator shall promptly notify non-operators in writing of all losses 
involving damage to a jointly owned property in excess of S 100,000. 

4. Operator shall require all contractors engaged in operations under this 
Agreement to comply with the applicable Worker's Compensation iaws and to 
maintain such other insurance and in such amounts as Operator deems 
necessary. 

5. In the event that less than all Parties participate in an operation conducted 
under the terms of this Agreement, then the insurance requirement and 
costs, as well as all losses, liabilities, and expenses incurred as the result of 
such operation, shall be the burden of the Party or Parties participating 
therein. 



EXHIBIT "E 

Attached to and made a part of that certain Operating Agreement dated April 1, 1997, by 
and between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and 
Non-Operators. 

GAS BALANCING AGREEMENT 

ARTICLE I 
Definitions 

1.01 For the purposes of this Agreement, the terms set forth below shall have the meanings 
herein ascribed to them. 

(a) "Balance" is the condition existing when a Party has disposed of a cumulative 
volume of Gas from a Well which is equal to such Party's Percentage Ownership of the total 
cumulative volume of Gas disposed of by all Parties from such Well. For purposes of Balancing, 
references herein to price, value and volume shall be adjusted or calculated on a Btu basis. 

(b) "Btu" is one British thermal unit, which is the amount of heat required to raise the 
temperature of one pound of water one degree Fahrenheit from 58.5° Fahrenheit to 59.5° 
Fahrenheit, at 14.73 pounds per square inch absolute. The term "MMBtu" refers to one million 
(1,000,000) Btu's. 

(c) "FERC" refers to the Federal Energy Regulatory Corrrmission, or any similar or 
successor agency, state or federal. 

(d) "Gas" includes all hydrocarbons produced or producible from a Well, whether a 
Well classified as an oil Well or gas Well by the regulatory agency having jurisdiction in such 
matters, which are or may be made available at the Measurement Point for sale or separate 
disposition by the Parties, excluding oil, condensate and other liquids separated upstream from the 
Measurement Point. "Gas" does not include gas used for joint operations, or gas which is vented 
or lost, prior to delivery at the Measurement Point. Reference herein to the right to "dispose of 
Gas or Gas "disposed of includes all methods of disposition of Gas, including taking in kind, 
delivering in kind to a Lessor, sales to a Party or third party or an affiliate, or gas used by a Party 
for purposes other than joint operations. 

(e) "Imbalance" refers to either the Overproduction of an Overproduced Party or the 
Underproduction of an Underproduced Party, as applicable. 

(f) "Make-up Gas" refers to that incremental volume of Gas, up to but not exceeding 
forty percent (40%) of the Percentage Ownership of an Overproduced Party in the Gas which can 
be produced from a Well which an Underproduced Party is entitled to dispose of in accordance 
with this Agreement in order to make up its Imbalance. 

(g) "Mcf means the quantity of Gas occupying a volume of one thousand (1,000) cubic 
feet at a temperature of sixty degrees Fahrenheit (60°F) and a pressure of fourteen and seventy-
three hundredths pounds per square inch absolute (14.73 psia). 

(h) "Measurement Point" refers to the outlet side of the jointly owned production 
facilities, or such other point mutually agreeable where Gas from a Well is measured after the 
separation of oil, condensate or other liquids. 

(i) "Operator" refers to the Operator under the terms of the Operating Agreement. 

(j) "Overproduced" is the condition existing when a Party has disposed of a greater 
cumulative volume of Gas from a Well than its Percentage Ownership of the total cumulative 
volume of Gas disposed of by all Parties from such Well. 
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(k) "Party" means any party subject to the Operating Agreement. "Parties" means all 
parties subject to the Operating Agreement. 

(1) The "Percentage Ownership" of each Party is equal to that Party's percentage or 
fractional interest in a Well, as determined under the terms of the Operating Agreement. 

(m) "Underproduced" is the condition existing when a Party has disposed of a lesser 
cumulative volume of Gas from a Well than its Percentage Ownership of the total cumulative 
volume of Gas disposed of by all Parties from such Well. 

(n) The terms "Underproduction" and "Overproduction" refer to that lesser or greater 
incremental volume of Gas which a Party would have disposed of from a Well, on a monthly or 
cumulative basis, if it had disposed of its Percentage Ownership of Gas from that Well. 

(o) "Well" means a well drilled on the Contract Area covered by the Operating 
Agreement and capable of producing Gas. 

1.02 Unless the context clearly indicates to the contrary, words used in the singular include 
plural, the plural includes the singular, and the neuter gender includes the masculine and the feminine. 

ARTICLE H 
Scope and Term of Agreement 

2.01 This Agreement establishes a separate gas balancing agreement for each Well covered by 
the Operating Agreement to the same extent as if a separate Gas Balancing Agreement had been executed 
for each such Well. 

2.02 The Agreement shall terminate, separately as to each Well, the earlier of (a) when the oil 
and gas leasers) covering the Well terminate, or (b) when production from such Well permanently ceases 
and the Gas accounts for such Well are brought into Balance pursuant to this Agreement. 

ARTICLE HI 
Right to Produce and Ownership of Gas 

3 .01 Subject to the rights of an Underproduced Party to produce and dispose of Make-up Gas 
pursuant to this Agreement, each Party shall own and be entitled to produce and dispose of its Percentage 
Ownership of Gas which can be produced from a Well. During any month when a Party does not dispose 
of its entire Percentage Ownership of such Gas, the other Parties shall be entitled to produce and dispose 
of all or any portion of such Gas; provided, that to the extent such Parties desire to dispose of more Gas 
than is available, they shall share in such Gas in the proportion that each such Party's Percentage 
Ownership bears to the combined Percentage Ownership of all Parties desiring to dispose of such Gas. 

3.02 As between the Parties hereto, each Party shall own and be entitled to the Gas disposed of 
by such Party for its sole account, and the proceeds thereof, including constituents contained therein that 
are recovered downstream from the Measurement Point. If at any time, and from time to time, a Party is 
Underproduced with respect to a Well, its Underproduction shall be deemed to be in storage in the Well, 
subject to the right of such Party to produce and dispose of such Gas at a later time. 
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ARTICLE IV 
Make-Up Gas 

4.01 In order to make up an Imbalance, each Underproduced Party in a Well shall have the right, 
after twenty (20) days written notice to all parties, to produce and dispose of Make-Up Gas. subject to the 
following rules: 

(a) An Overproduced Party shall not be required to furnish Make-Up Gas unless an 
Underproduced Party is first taking or disposing of its full Percentage Ownership of Gas from a 
Well; and 

(b) An Overproduced Party shall not be required under any circumstances to reduce its 
takes to less than its Percentage Ownership of Gas which can be produced from a WeU during the 
months of January, February, and December of a calendar year, and 

(c) An Overproduced Party shall not be required under any circumstances to reduce its 
takes to less than sixty percent (60%) of such Overproduced Party's Percentage Ownership of Gas 
which can be produced from a Well; and 

(d) If there is more than one Overproduced Party, the Make-Up Gas will be taken from 
the Overproduced Parties in the proportion that each Overproduced Party's Percentage Ownership 
in a Well bears to the total Percentage Ownership of all Overproduced Parties in that Well; and 

(e) If there is more than one Underproduced Party who desires and is able to dispose of 
Make-Up Gas in a month, each Underproduced Party will share in the Make-Up Gas in the 
proportion which its Percentage Ownership in a Well bears to the total Percentage Ownership of all 
Underproduced Parties in that Well disposing of Make-Up Gas that month. 

4.02 The provisions of this Article IV shall constitute an Underproduced 
Party's exclusive rights and an Overproduced Party's exclusive obligations with regard to the right of an 
Underproduced Party to require an Overproduced Party to furnish Make-Up Gas. 

4.03 Nothing herein shall be construed to deny any Party the right from time to time to produce 
and deliver its full Percentage Ownership of Gas in a Well for the purpose of conducting deliverability tests 
pursuant to its gas purchase contracts. 

ARTICLE V 
Balancing of Gas Accounts 

5.01 The Operator shall have the right of controlling production and deliveries of Gas and 
administering the provisions of this Agreement. The Operator shail use its best efforts to cause Gas to be 
delivered at the Measurement Point in such a manner and at such rates as may be required, from time to 
time, to give effect to the intent that any Imbalances shall be brought into Balance in accordance with the 
provisions hereof. The Operator shall only be liable for its failure to make deliveries of Gas in accordance 
with the terms of this Agreement if such failure is due to its gross negligence or willful misconduct. 

5.02 The Operator will maintain a separate Gas account for each Party and Well. The Operator 
will furnish each party quarterly a report showing the total Mcf of gas produced from each Well, the Mcf 
used in joint operations, or which was vented or lost, the Mcf of Gas disposed by each Party, each Party's 
Overproduction or Underproduction for each month during the preceding calendar quarter, and the 
cumulative Imbalance of all Parties in each Well at the end of each month during such quarter. In the event 
that production from each WeU is not separately measured, then the Operator wiU aUocate production to 
each Well on the basis of periodic test or such other methods as are commonly used and accepted in the 
industry. The Imbalance of an Underproduced Party shall be made up on a month-to-month basis and in 
the order of accrual; i.e., any Gas taken by an Underproduced Party over and above the monthly amount 
attributable to its Percentage Ownership shall be credited against and offset its first Underproduction from 
time-to-time. 
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5.03 Each Party shail retain all data, information and records penaining to the Gas taken and 
disposed of by such Party in a Well during periods of Imbalance hereunder, including, but not limited to, 
records penainmg to the volumes of Gas disposed of. the gross and net proceeds received from the 
disposition of such Gas, and the information utilized to adjust volumes and prices on a Btu basis, for a 
period expiring two (2) years after the termination of this Agreement as to such Well. 

5.04 During the term of this agreement, each Parth shall have the right to request information from 
and to audit the records of the Operator and any other Party as to all matters concerning volumes, Btu 
adjustments, prices and disposition of Gas from a Well. These rights for each Well shall extend until two 
(2) years after the expiration of this Agreement as to that Well. Any audit shall be conducted at the 
expense of the Party or Parties desiring such audit, and shall be conducted, after reasonable notice, during 
normal business hours in the office of the Party whose records are being audited. If more than one Party 
desires to audit the records of another Party, then all such Parties shall cooperate with each other in order 
that only one audit shall be conducted in any twelve (12) month period. 

ARTICLE VI 
Cash Settlement of Imbalance 

6.01 "Upon (i) approval of all parues owning a working interest in the weil to plug and abandon 
the well or (ii) when production from a well permanently ceases, the Operator shall render its final account 
of the cumulative imbalance of all Parties for that weil within sixty (60) days after receiving the information 
requested as hereafter provided." Within thirty (30) days of Operator's request, each Overproduced Party 
shall provide information to Operator sufficient for the preparation of such statements including, but not 
limited to the net price received for its Overproduction and each Underproduced Party shall submit to 
Operator such data and information evidencing its payment of all royalties, overriding royalties, production 
burdens and taxes on its Underproduction which it was obligated to pay. Each Overproduced Party shall 
account to and pay each Underproduced Party within sixty (60) days of Operator's final account a sum of 
money equal to the net price on the Underproduction which an Underproduced Party was entitled to 
receive from an Overproduced Party. All past due payments due Underproduced Parties shall bear interest 
at the prime rate of interest in effect from time to time of Chemical Bank, N.Y., from date due until date 
paid. Net price for cash settlements herein shall be determined in accordance with Paragraph 6.02. 

6.02 The net price for cash settlements (without interest) under this Article VI shall be the price 
actually received by the Overproduced Party for the sale of the Overproduction at the time the 
Overproduction accrued less production, severance and other similar taxes, fees or levies thereon and less 
royalties actually paid by an Overproduced Party attributable to the Underproduction of an Underproduced 
Party. 

6.03 If any portion of the price which is to be paid to an Underproduced 
Party is subject to refund under order, rule or regulation of the FERC, then the Overproduced Party shall 
withhold the increment of price subject to refund until the price is fully approved, unless the 
Underproduced Party furnishes a corporate undertaking satisfactory to the Overproduced Party 
guaranteeing the return of the increment in price attributable to such refund, including interest, if any, 
which is required to be paid with such refund. In addition, if FERC or any other governmental agency 
having jurisdiction requires that an Overproduced Party make a refund with respect to any portion of a 
price used to make payment under this Article VI, then the Underproduced Party(ies) shall reimburse the 
Overproduced Party(ies) for such refund, mcluding any interest required to be paid with respect thereto. 
This Paragraph 6.03 shall survive the termination of this Agreement until the period has passed for which a 
refund may be required. 

6.04 In the event an over-produced party sells, assigns, or otherwise transfers any of its interest 
in the leases to which this agreement applies, it shall promptly notify the other parties and upon written 
request from Underproduced parties proceed to make a cash settlement with Underproduced parties as 
provided hereunder, provided that a cash settlement may not be demanded by such Underproduced party 
solely because an Overproduced party has mortgaged its interests, or disposed of its interest by merger, 
reorganization, consolidation, or sale of substantially all of its assets to a subsidiary or parent company, or 
to any company in which any one party owns a majority of the stock. 
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ARTICLE VH 
Costs and Ownership of Liquids 

Ail operating risks, expenses and liabilities shall be borne and paid by the Parties in accordance with 
the provisions of the Operating Agreement, or other agreement, rule or order if there is not an Operating 
Agreement, regardless of whether the Gas is being taken or disposed of from a Well at any given time in 
proportion to the Percentage Ownership of the Parties in the Well. Liquid hydrocarbons of a Well 
separated from the Gas prior to delivery at the Measurement Point shall be owned by all Parties in 
accordance with their Percentage Ownership in the Well, and each of the Parties shall be entitled to own 
and market their liquid hydrocarbons separated prior to the Measurement Point in accordance with the 
Percentage Ownership in the Well, irrespective of the fact that one or more of the Parties may not be 
disposing of Gas from the Well. 

ARTICLE VTH 
Indemnity 

Each Party hereby indemnifies and agrees to hold the other Parties harmless from all claims which 
may be asserted by any third parry arising out of the operation of this Agreement and the performance of 
the mdemmfying Party of its obligations hereunder. Such indemnity shall extend to and include all costs of 
investigation and defense (including reasonable attorneys fees), and all judgments and damages incurred or 
sustained, as a result of any such claim. 

ARTICLE LX 
Payment of Lease Burden 

Unless otherwise required by provisions of a lease, agreement or statute, rule, regulation or order 
of any governmental authority having jurisdiction, and regardless of who is actually taking or disposing of 
Gas from a Well, each Party shall be responsible for and shall pay or cause to be paid any and all royalties, 
overriding royalties, production payments and similar encumbrances on production due to its full 
Percentage Ownership of Gas production from a Well and shail hold the other Parties free from any liability 
therefor. The Party or Parties actually taking and disposing of Gas from a WeU shall be responsible for and 
shall pay all production severance or similar taxes, fees or levies on such production. 

ARTICLE X 
Notice 

Any notices or other communications required or permitted hereunder shaU be in writing and shaU 
be deemed given only when received by the Party to whom the same is directed at the addresses and in the 
manner then provided under the Operating Agreement. 



EXHIBIT "F' 

Attached to and made a part of that certain Operating Agreement dated April 1, 1997, by 
and between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and 
Non-Operators. 

I. EQUAL EMPLOYMENT OPPORTUNITY PROVISION 

During the performance of this contract, the Operator agrees as follows: 

(1) The Operator will not discriminate against any employee or applicant for employment 
because of race, color, religion, national origin, or sex. The Operator will take affirmative 
action to ensure that applicants are employed, and that employees are treated during 
employment, without regard to their race, color, religion, national origin, or sex. Such 
action shall include, but not be limited to the following. Employment, upgrading, demotion, 
or transfer, recruitment or recruitment advertising; layoff or termination; rates of pay or 
other forms of compensation; and selection for training including apprenticeship. The 
Operator agrees to post in conspicuous places available to employees and applicants for 
employment notices to be provided by the contracting officer setting forth the provisions of 
this nondiscrimination clause. 

(2) The Operator will, in all solicitations or advertisements for employees placed by or on 
behalf of the Operator, state that all qualified applicants will receive consideration for 
employment without regard to race, color, religion, national origin, or sex. 

(3) The Operator will send to each labor union or representative of workers with which it has a 
collective bargaining agreement or other contract or understanding a notice to be provided 
by the agency contracting officer advising the labor union or workers' representative of the 
Operator's commitments under Section 202 of Executive Order 11246 of September 24, 
1965, and shall post copies of the notice on conspicuous places available to employees and 
applicants for employment. 

(4) The Operator will comply with all provisions of Executive Order 11246 of September 24, 
1965, and of the rules, regulations and relevant orders of the Secretary of Labor. 

(5) The Operator will furnish all information and reports required by Executive Order 11246 of 
September 24, 1965, and by the rules, regulations, and orders of the Secretary of Labor, or 
pursuant thereto, and will permit access to its books, records, and accounts by the 
contracting agency and the Secretary of Labor for purposes of investigation to ascertain 
compliance with such rules, regulations, and orders. 

(6) In the event of the Operator's non-compliance with the nondiscrimination clauses of this 
contract or with any of such rules, regulations, or orders, this contract may be cancelled, 
terminated or suspended in whole or in part and the Operator may be declared ineligible for 
further Government contracts in accordance with procedures authorized in Executive Order 
11246 of September 24, 1965, and such other sanctions may be imposed and remedies 
invoked as provided in Executive Order 11246 of September 24, 1965, or by rule, 
regulation, or order of the Secretary of Labor, or as otherwise provided by law. 

(7) The Operator will include the provisions of paragraphs (1) through (7) in every subcontract 
or purchase order unless exempted by rules, regulations, or orders of 
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the Secretary of Labor issued pursuant to Section 204 of Executive Order 11246 of 
September 24. 1965. so that such provisions will be binding upon each subcontractor or 
vendor. The Operator will take such acuon with respect to any subcontract or purchase 
order as the contracting agency may direct as a means of enforcing such provisions 
including sanctions for non-compliance: Provided, however, thatin the event the Operator 
becomes involved in, or is threatened with, litigation with a subcontractor or vendor as a 
result of such direction by the contracting agency, the Operator may request the United 
States to enter into such litigation to protect the interests of the United States. 

Operator acknowledges that it may be required to file Standard Form 100 (EEO-1) 
promulgated jointly by the Office of Federal Contract Compliance, the Equal Employment 
Opportunity Commission, and Plans for Progress with Joint Reporting Committee, Federal 
Depot, Jeffersonville, Indiana, within thirty (30) days of the date of contract award if such 
report has not been filed for the current year and otherwise comply with or file such other 
compliance reports as may be required under Executive Order 11246, as amended, and 
Rules and Regulations adopted hereunder. 

Operator further acknowledges that he may be required to develop a written affirmative 
action compliance program as required by the Rules and Regulations approved by the 
Secretary of Labor under authority of Executive Order 11246 and supply Non-Operators 
with a copy of such program if they so request. 

II. CERTIFICATION OF NON-SEGREGATED FACILITIES 

(1) Operator assures Non-Operators that it does not and will not maintain or provide for its 
employees any segregated facilities at any of its establishments, and that it does not and will 
not permit its employees to perform their services at any location, under its control, where 
segregated facilities are maintained. For this purpose, it is understood that the phrase 
"segregated facilities" includes facilities which are in fact segregated on a basis of race, 
color, religion, or national origin because of habit, local custom, or otherwise. It is further 
understood and agreed that maintaining or providing segregated facilities for its employees 
or permitting its employees to perform their services at any location under its control where 
segregated facilities are maintained is a violation of the equal opportunity clause required by 
Executive Order 11246 of September 24, 1965. 

(2) Operator further understands and agrees that a breach of the assurance herein contained 
subjects it to the provisions of the Order at 41 CFR Chapter 60 of the Secretary of Labor 
dated May 21, 1968, and the provisions of the equal opportunity clause enumerated in 
contracts between the United States of America and Non-Operators. 

(3) Whoever knowingly and willfully makes any false, fictitious, or fraudulent representation 
may be liable to criminal prosecution under 18 U.S.C. Sec. 1001. 

HI. OCCUPATIONAL SAFETY AND HEALTH ACT 

Operator will observe and comply with all safety and health standards promulgated by the Secretary 
of Labor under Section 107 of the Contract Work Hours and Standards Act, published in 29 CFR 
Part 1518 and adopted by the Secretary of Labor as occupational safety and health standards under 
the Wdliams-Steiger Occupational Safety and Health Aa of 1970. Such safety and health 
standards shall apply to all subcontractors and their employees as well as to the prime contractor 
and its employees. 
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VETERAN'S PREFERENCE 

Operator agrees to comply with the following insofar as contracts it lets for an amount of 510,000 
or more or which will generate 400 or more man-days of employment (each man-day consisting of 
any day in which an employee performs more than one hour of work) and further agrees to include 
the following provision in contracts with Contractors and Subcontractors: 

"CONTRACTOR AND SUBCONTRACTOR LISTING REQUIREMENT 

(1) As provided by 41 CFR 50-250, the contraaor agrees that all employment openings of the 
contraaor which exist at the time of the execution of this contraa and those which occur 
during the performance of this contract, including those not generated by the contraa and 
including those occurring at an establishment of the contraaor other than the one wherein 
the contraa is being performed, but excluding those of independently operated corporate 
affiliates, shall, to the maximum extent feasible, be offered for listing at an appropriate local 
office of the State employment service system wherein the opening occurs and to provide 
such periodic reports to such local office regarding employment openings and hires as may 
be required: Provided, that this provision shall not apply to openings which the contraaor 
fills from within the contractor's organization or are filled pursuant to a customary and 
traditional empioyer-unionhiring arrangement and that the listing of employment openings 
shall involve only the normal obligations which attach to the placing of job orders. 

(2) The contraaor agrees to place the above provision in any subcontraa direaiy under this 
contraa.'' 

CERTIFICATION OF COMPLIANCE WITH ENVIRONMENTAL LAWS 

Operator agrees to comply with the Clean Air Aa (42 U.S.C. Sec. 1857) and the Federal 
Water Pollution Control Att (33 U.S.C. Sec. 1251) when conduaing operations involving 
nonexempt contracts. In all nonexempt contraas with subcontraaors, Operator shall 
require: 

(1) No facility is to be utilized by Subcontraaor in the performance of this contraa with 
Operator which is listed on the Environmental Proteaion Agency (EPA) List of Violating 
Facilities. See Executive Order 11738 of September 12, 1973, and 40 CFR Sec. 15.20. 

(2) Prompt written notification shall be given by Subcontraaor to Operator of any 
communication indicating that any such facility is under consideration to be included on the 
EPA List of Violating Facilities. 

(3) Subcontraaor shall comply with all requirements of Section 114 of the Clean Air Aa (42 
U.S.C. Sec. 1857) and Section 308 of the Federal Water Pollution Control Aa (33 U.S.C. 
Sec. 1251), relating to inspection, monitoring, entry, reports, and information, as well as all 
other requirements specified in these Sections, and all regulations and guidelines issued 
thereunder. 

(4) The foregoing criteria and requirements shall be included in all of Subcontraaors non-
exempt subcontracts, and Subcontraaor shall take such action as the Government may 
direa as a means of enforcing such provisions. See 40 CFR Sec. 15.4 & 5. 


