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CERTIFIED MAIL-RETURN RECEIPT —— o i e

SAN JUAN DIVISION

April 29, 1997

To Working Interest Owners
(see attached Exhibit “A”)

RE: Scott # 24 Well
Pennsylvanian formation
Propcsed depth 14,000
ALL Section 9, T31N-R10W
636.01 acres, more or less
San Juan County, New Mexico

Gentlemen:

Burlington Resources Oil & Gas Company (Burlington) proposed to drill and complete the
captioned well in the Pennsylvanian formation at a legal location in the NW/4 (SE/4 NW/4) of
Section 9, T31N-R10W, with a proposed depth of 14,000°. Attached for your consideration and
apprcval is one (1) copy of our Well Cost Estimate to drill and complete the subject well for
$2,316,973.00.

The ownership schedule for the subject well is listed on the attached Exhibit “A”.
An Operating Agreement is enclosed for your review and approval.

If you wish to participate in the drilling of the above referenced well, please verify your interest
and return the following within thirty (30) days to the undersigned:

1. One (1) executed copy of this letter

2. One (1) executed copy of the Well Cost Estimate

3. One (1) executed signature page for the Operating Agreement
dated April 1, 1997.

3535 East 30th St., 87402-8801, P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-326-9700, Fax 505-326-9833



Scott #24 Well
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Your prompt attention to this proposal is requestec as we plan to begin operations in the near
future. Please advise in writing if you do not wish to participate.

Very truly yours,

ez

ames R. J. Strickler, CPL
Senior Staff Landman
(505) 326-9756

JRS:dg
scott24

The undersigned hereby elects this __day of , 1997, to
participate in and pay its proportionate share of the actual well costs for the
drilling and completion of the Scott #24, as correctly shown on Exhibit “A”.

COMPANY/OWNER:

BY:

TITLE:




BURLINGTON RESOURCES

Farmington Region

Post Office Box 4289
Farmington, New Mexico, 87499
(505) 32€-8700

AUTHORITY FOR EXPENDITURE

AFE No.: Property Number: Date: 2/20/97
Lease/Well Name: Scott #24 DP Numper:

Field Prospect: San Juan Basin Penn Qperator. Burlington Resources Region: Farmington
Location: Sec.9, T31N. R10W County: San Juan State: NM
AFE Type: 1 -New Drill Original: __X Supplement: Addendum: APl Well Type:
Obijective Formation:  Pennsvivanian Authorized Total Depth (Feet): 14,000

Project Description: Pennsvivanian test in San Juan Basin - Exploratory well - Arch Rock Prospect

Estimated Start Date: 2rd Qtr 1997

Prepared By: C.E.Lane

Estimated Completion Date: - 2rd Qtr 1997

GROSS WELL DATA
Driliing Workover/ Construction
Dry Hole Suspended Completion Faciiity Total
Days: 58 2 12 0 72
This AFE: $1,713,800 $77.100 $407.073 $119.000 $2.316.973
Prior AFE's: 0 $0
TOTAL COSTS: $1,713.800 $77.100 $407.073 $119.000 $2.316.973

JOINT INTEFEST OWNERS

Working interest

Company: Percent Dry Hole § Completed $
Burlington Resources:. ~10.3119057 $176,725 238,924
Trust: 0.00% 0 $0
Others : 90.689550Z $1,064 ,514 §2
AFE TOTAL: 100.00% $1.713.800 $2,316.973

BURLINGTON RESIOURCES APPROVA
Approved: W %w Approved: ‘%,ﬁ/ /

Title: 1 Date Hilay Title: Lan Date: 4-/4-97
Approved:; . Approvec/ / / -

i
Tle, farimg e Da‘e ﬂ.’ Tille: (7, oz b o rrzr o Dale 77 /5

PARTNERR APPROVAL

Company Name: ' Date:

Authorized By: Title:




Meridian Oil Inc.
Completion Estimate

Prepared By: _ C.E. Lane &/z L

Well Name:  Scott #24
Location:  3IN-10W-Sec. 9 Dawe: __ 31797
AFE Type:  New Drili - 01 Approved By: —
Formation: Pennsvivanian Date: —
Intangible Costs
Total
Estimated Days: 15 Estimated
Account Cost
Number
249
02 Location. Roads or Canals $100
03 Construchion and Mai $5.000
04 Surface Restoration $9.000
0s Move-in. Move-out $6.250
06 Fees of Ci - Footage 0
07 Fees of Contractor - Davwork $59.950
08 Fire and Safety Equip. $8.500
09 Drilling Fluid System - Liquids
10 Gas and Air Drilling $25.000
1
12 Specialty Fluids and Chemicals $500
14 SalvBrine Water 52.500
15 Onsite Disposal Sve.
16 Fresh Water $13.000
17 Bits $750
18 Primary Cement & Svc's 50
19 Remedial Cementing $2.000
23 Fuel / Electricity $2.250
24 BOP & Weilhcad Remals(Surface) $6.000
25 Drill Work String Rentais 51.500
26 Fishing Tool Rentals 50
27 Tank Rentals $4.000
23 Other Rental $3.500
29 Transportation $2.250
30 Offsite Disposai Service
33 Tubular Inspection $1.000
3¢ Cased Hole Services $30.000
36 Production Testing
37 Swabbing & Coiled Tubing
38 Stimulation $10.000
39 Fracturing $50.000
40 Casing Crews and Lavdown
41 Gravel Pack/Sand Control
42 BOP Testing
43 Consultants $10.650
44 Technical Contract Sve.
as Roustabout Labor $3.000
46 Miscell. $450
43 Commumication Svstems $500
49 Packer Rental $2.200
so Pumping Charges
60 Oper. Owned Equip/Facilities
62 Env. Compliance-A
63 Env. Compii tRemediation)
65 Company Vehicles
68 Direct Labor
69 Benefits
70 Payroll Taxes and |
7 Company Supervisor
74 Employee Expense
79 Empioyee Meals
Total Intangibles $261.850
Tangible Costs
80 Casing 50
81 Tubing and Ticbacks sT2.21
82 Packers and_Bridge Piugs $25.000
84 Casing/Liner Equip
85 Tubing Equipment $3.000
86 Wellhead Equipment & Tree Tbg spool, flange, and tree $45.000
Totsl Tangibies $145,223
Total Completion Cost $407,073




Meridian Qil Inc.

Facilities Estimate

Well Name: _Scott #24 : __C.E_.L&é_ f2 ﬁ

Location: Sec g, T31IN R10W 317/97

AFE Type:  01-Exploration Approved By:

Formation:  Pennsylvanian

Tangible Costs
Estimated Days: Total
Account Estlmated
Number Cost
247
02 Labor-Contract, Roustabout, Consultants 15.000
03 Company Vehicles 0
08 Location, Roads & Canals 0
12 Overhead 0
17 Damages, Property Losses 0
20 Equip. Coating and insulation 0
26 SWD Filtering 0
27 Separators 0
28 Gas Sweetening a
29 Pumping Units 0
31 Prime Mover 0
32 Tanks 9,500
33 Metering Equipment 15,000
34 Flow Line 0
35 Compressors 0
36 Building 0
39 Flowiines. Piping. Valves & Fittings 11,000
43 Safety 0
44 Technical Contract Svc. 0
47 Rental Compressors & Maintenance 0
48 Rental Equipment 0
49 Cathodic Protection 12,000
50 Right Of Way 2,500
51 Minor Pipelines 0
53 Surface Pumps 0
54 Electrical Accessories 0
55 Misceilaneous-Facility Expense 0
57 Puliing Unit Costs 0
60 Oper. Owned Equip/Facilities 0
62 Env. Compliance-Assessment 0
63 Env. Compliance (Remediation) 0
68 Direct Labor 0
69 Benefits 0
70 Payroll Taxes and Insurance 0
72 Overhead (Contingency 5%) 0
73 Freight/Transportation 0
81 Tubing 0
82 Rods 0
83 Downhole Pumps 0
84 Alternative Artificial Lift Equip. 0
86 Convent Artificial Lift Welthead Equip. 0
88 Communication Systems 0
95 Empioyee Meals 0
96 Gas Dehydrator 54,000
Total Facility Cost 119,000



Cost E:stimate

~—
Well Name: Scott #24 Preparea By: Kurt A, Shipley V%
Location: Section 9 T-31-N. R-10-W Ny Date: 2126137 -
AFE Type: (02) Exploration ipp%vhfl?
Formation: Pennsylvanian Date:
Proposea TD: 14,225 Intermeaqiate TD:  3100', 7425’ Area Team: Penn Cosv/ft: $125.90/ft
Comments: OH Logs 7425 - 12.000': AIT‘:SP-GR. Micro-SP-(;R. Dens-Neut-Cal-GR-SP. Dipale Sonic

OH Logs 12.000' - 14.225': AIT-SP-GR. Micro-SP-GR. Dens-Neut-Cal-GR-SP. Dipoie Sonic. Sidewalil Cores

Intang!ble Costs

Total
Ory Hole Suspenaed Estimated
Account Cost Cost Cost
—Number Estimated Days: 58 2 60
248
o3 Location Cost 4.9 Acre location w/ 30" Conductor Pipe. 35,000 0 35.000
0s Move-in. Move-out Move in and mave out. 200,000 Q 200.000
07 Rig Cost @ $7000/day. 430,000 15,000 445.000
a8 Safety Equipment HZS Monitor 10.500" to TD @ $600/day. 19,000 1.300 20,300
10 Drilling Fiuid LSND. Sclids Control. Air Orilling. 137.500 0 137.500
16 Fresh/Salt Water, Fluids 50,000 ¢] 50.000
17 Bits 141,900 0 141,800
18 Cementing HES Cost Estimate. 98,000 17.000 115,000
22 Caring ana Analysis Sidewall Core Analysis. 20.000 0 20,000
23 Fuel Air Package Fuel. 22,500 3.000 25,500
25 Rentals BOP: 10 days @ $500/day. 3-1/2" D.P. + Misc. 18,500 Q 18,500
26 Fishing 0 0 0
28 Other Rentais 5,000 0 5,000
29 Transportation 20,000 Q 20,000
32 Directionai Services 0 Q 0
33 Inspection 7.200 Q 7,200
34 Logging Services OH Logs. Sidewall Cores. Mud Log. 110,000 0 110,000 -~
36 Production Testing 0 0 0
37 Swabbing.Snubbing,Coiled Tubing 0 0 0
39 Stimulation 0 0 0
43 Consuitants 0 0 0
44 Technical Contract Services 0 0 0
45 Roustabout Labor Casing Crews. Welders. 15,000 2.000 17,000
46 Misceilaneous 5,000 0 5,000
438 Packer Rental o] [¢] 0
53 Environmental Cost 5,000 0 5,000
54 Disposai Cost Trash Baskets. Toilets, 2.000 0 2,000
60 District Tools Company Owned Equipment. 5,000 0 5,000
72 Overheaq Rig Days @ $141/day. 8,500 300 8,800
Total intangibie Cost $1.355,100 $38,600 $1,393,700
Tangible Costs
80 Casing 80" 30" Conductor 3,200 315,700 27,500 343,200
500 20" 23,000
3100 13-3/8" 86,000
7425 9-5/8" 153.500
477% 7 50,000
2625 s 27.500
81 Tubing 0 0 0
84 Casing & Tubing Equipment 13,000 11,000 24.000
86 Weliheaq Eguipment 20"X13-3/8"X9-5/8" (10.000 psi) 30,000 0 30.000
Total Tangible Cost $358,700 $38,500 $397,200
Total Cost $1,713,800 $77,100 $1.790,900

All Costs include tax where appiicable.



PLEASE RETURN T0
BURLINGTON LAND-FARMINGTON

RESOURCES

SAN JUAN DIVISION

April 29, 1997

CERTIFIED MAIL-RETURN RECEIPT

To Working Interest Owners
(see attached Exhibit “A”)
RE: Scott # 24 Well
Pennsylvanian formation
Proposed depth 14,000°
ALL Section 9, T3IN-R10W
636.01 acres, more or less
San Juan County, New Mexico
Gentlemen:

Burlington Resources Oil & Gas Company (Burlington) proposed to drill and complete the
captioned well in the Pennsylvanian formation at a legal location in the NW/4 (SE/4 NW/4) of
Section 9, T3IN-R10W, with a proposed depth of 14,000°. Attached for your consideration and
approval is one (1) copy of our Well Cost Estimate to drill and complete the subject well for
$2,316,973.00.

The ownership schedule for the subject well is listed cn the attached Exhibit “A”.
An Operating Agreement is enclosed for your review and approval.

If you wish to participate in the drilling of the above referenced well, please verify your interest
and return the following within thirty (30) days to the undersigned:

1. One (1) executed copy of this letter

2. One (1) executed copy of the Well Cost Estimate

3. One (1) executed signature page for the Operating Agreement
dated April 1, 1997.

3535 East 30th St., 87402-8801, P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-326-9700, Fax 505-326-9833



Scott #24 Well
April 29, 1997
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Your prompt attention to this proposal is requested as we plan to begin operations in the near
future. Please advise in writing if you do not wish to participate.

Very truly yours,

: /)M

James R. J. Strickler, CPL
Senior Staff Landman
(505) 326-9756

JRS:dg
scott2

The undersigned hereby elects this day of , 1997, to
participate in and pay its proportionate share of the actual well costs for the
drilling and completion of the Scott #24, as correctly shown on Exhibit “A”.

COMPANY/OWNER:

BY:

TITLE:




BURLINGTON RESOURCES
Farmington Region

Post Office Box 4289
Fammington. New Mexico, 87499
(505) 326-97C0
AUTHORITY FOR EXPENDITURE
AFE No.: Property Number: Date: 2/20/97
Lease/Well Name: Scott #24 OP Number:
Field Prospect: San Juan Basin Penn Operator: Burlington Resources Region: Farmington
Location: Sec.9. T31N. R10W County: San Juan State: NM
AFE Type: 1 - New Drill Original: _ X Suppiement: Addendum: APl Weil Type:
Objective Formation:  Pennsvivanian Authornized Total Depth (Feet): 14.000°
Project Description: Pennsvivanian test in San Juan Basin - Exploratory weill - Arch Rock Prospect
Estimated Start Date: 2rd Qtr 1997
— Prepared By: C.E.Lane
Estimated Compietion Date: 2rd Qtr 1997
GROSS WELL JATA
Drilling Workover/ Construction
Dry Hoile  Suspenaged Compietion Facility Total
Days: 58 2 12 0 72
This AFE: $1.713.800 $77.100 $407.073 $119.000 $2.316.973
Prior AFE's: 0 $0
TOTAL COSTS: $1.713.800 $77.100 $407.073 $119.000 $2.316.973
JOINT INTEREST DWNERS
Working interest
Company: Percent Dry Hole $ Compieted $
Burlington Resources: 10.311905z S$Y76.225 S238,924
Trust: 0.00% _ 0 $0
Others ! $1,068,514 $2,101,252
AFE TOTAL: 100.00% $1.713.800 $2,316.973
- BURLINGTON RESOURCES APPROVA
Approved: M Z Ivl-/ Approved: 7M /
Title:

Approved:

Date:H relq 3 Title: Zand Ma f?ﬁr Date: 4-/4~97
é./ ,M Approved f/ / ]

Title:

Date: M Title: ¢+, .7 f}. P Date :ﬁf/y ¥4

Company Name:

PARTNER APPROVAL

Date:

Authorized By:

Title:




NON-OPERATORS CONT.

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

BY:

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

BY:




ACKNOWLEDGMENTS

STATE OF NEW MEXICO )

) ss.
COUNTY OF SAN JUAN )

The foregoing instrument was acknowledged before me this day of
, 1997, by Robert T. Kennedy, Attorney-in-Fact, of Burlington Resources
Oil & Gas Company, a Delaware corporation, for and on behalf of said corporation.

Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1997, by , of
,a corporatlon 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.
Notary Public

My Commission Expires:



ACKNOWLEDGMENTS CONT.

STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1997 by , an individual.

Notary Public

My Commission Expires:
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A.A.P.L. FORM;610-1982

M
MODEL FORM ORERATING AGREEMENT

OPERATING AGREEMENT

DATED

April 1 19 97

OPERATOR __ BURLINGTON RESOURGES OIL & GAS COMPANY

CONTRACT AREA _ SECTION 9, TOWNSHIP 31 NORTH, RANGE 10 WEST

(LOTS 1 THRU 12, N/2 N/2)

COUNTY ORxPARISHE OF __SAN JUAN STATE OF _NEW MEXICQ

COPYRIGHT 1982 — ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM
LANDMEN, 2408 CONTINENTAL LIFE BUILDING,
FORT WORTH, TEXAS, 76102, APPROVED FORM.
A.A.P.L. NO. 610 - 1982 REVISED

crOTT #7274 WEIY
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A.AP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

OPERATING AGREEMENT
THIS AGREEMENT. entered into by and betwm_E_UR_I-‘EIGTON RESOURCES OIL & GAS COMPANY

heremnaiter designated and
reterrec 0 as *Operator *. and the Stgnatory party or parties other t12n Operator. somepmes hereinater referred 1o individually herewn
as "‘Nen<Operator . 2nd coliectively as “‘Non-Operators .

WITNESSETH:

WHEREAS. the parties to this agreement are owners of oil and gas leases andior oil and gas interests in the land identified in
Exhibit **A"", and the partes hereto have reached an agresment 10 expiore and develop these leases and/or oii and gas wterests for the
producuocn of aii and gas to the extent and as herewmnarcer provide.

NOW, THEREFORE. it is agreed as iollows:

ARTICLE I
DEFINITIONS

As used in this agreement. the following words and terms shall have the meanings here ascribed to them:

A. The term “‘oil and gas'* shall mean oil, gas. casinghead gas. gas condensate. and all other liquid or gaseous nydrocarbons
and other marketable substances produced therewith. uniess an 1atent to limit the inclusiveness of this term 15 specifically stated.

B. The terms “‘oil and gas lease™’. ‘‘lease’” and ‘‘leasehold’™” shail mean the ol and gas leases covering tacts of land
iving within the Contract Area which are owned by the parues to this agreement.

C. The term ‘‘oil and gas interests’” shall mean unlezsed fee and minerai interests in tracts of land lying within the
Contract Area which are owned by parues to this agreement.

D. The term “*Contract Area’* shall mean ail of the lands. oil and gas ieasehold interests and oil and gas interests intended to be
deveioped and operated for oil and gas purposes under this agreement. Such lands., eH-and-gue-+easehold-iRieresis-and-oHlond-gartn i
are described in Exhibit “*A™".

E. The term ‘‘drilling unit'’ shall mean the area fixed for the drilling of one well by order or rule of any state or
federai body having authority. If a drifling unit is not fixed by anv such rule or order, a drilling unit shall be the drilling unit as establish-
ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parues.

F. The term ‘‘drillsite’ shall mean the oil and gas lease or interest on which a proposed weil is to be located.

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
any operation conducted under the provisions of this agreement.

H. The terms ‘‘Non-Drilling Party'* and *‘Non-<Consenting Party'’ shall mean a party who elects not to participate
in 2 proposad operation.

Unless the context otherwise clearly indicates. words used in the singular include the plural, the plural inciudes the
singular, and the neuter gender includes the masculine and the feminine.

ARTICLE IL.
EXHIBITS

The following exhibits. as indicated below and attached hereto. are incorporated in and made a part hereof:
® A. Exhibit "“A"", shall inciude the following informadon:
(1) Idendfication of lands subject to this agreement.
{2) Restrictions, if any, as to depths, formations, or substances,
(3) Percentages or fractional interests of parties to this agreement.,
4) Girane I I end ) L. L.
(5) Addresses of parties for notice purposes.

i

® C. Exhibit “C", Accounting Procedure.

@ D. Exhibit '*D", Insurance.

X E. Exhibit “'E"™, Gas Balancing Agreement.

& F. Exhibit “F*", Noa-Discrimination and Certificatior of Non-Segregated Facilities.

[y [X]

g

If any provision of any exhibit, except Exhibis “‘E"" and *‘G", is inconsistent with any provision contamed in the body
of this agreement. the provisions in the body of this agreement shall prevail. -

-y
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A.APL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE 1L
INTERESTS OF PARTIES

e oG .

B -
hx_r I Z-TR e mava gyt paoey -~ a2y 3t a e -

ek wsata S Ere e y oy A Ty ey - T 2 S Sy Rt TS TR SA IR A 1A~ B 1% P2 23

~aed PUALS TUITTINS, SRl SuItitill
- . . L. . e )
BT T e T O T B T P LT T T O et =0 T P—tmateaner-rTereet

e PP P A S P e it N e A =TT PNt et R TTO e,

B. Interests of Parties in Costs and Production:

Unless changed by other provisions. all costs and liabilities incurred in operagons under this agreement shall be borne and
pad. and all equipment and matenais acquired in operations on tie Contract Area shall be owned, by the parues as their interests are set
forth in Exhibit **A°". In the same manner, the parues shall aiso own ail production of oil and gas from the Contract Area suject to the

payment of rovaities 1o the extent ok due. L T S UV e

Regardless of which party has conwibuted the jeasets) and/or oil and gas interesus) hereto on which royaity is due and
pavable. each party entitied to recewve 2 shzre of production of cil and gas from the Contract Area shall bear and shail pay or deliver. or
cause to be paid or delivered. to the extent of its interest 1n such proguction. the rovaity amount stipulated hereinabove and shall hold the
other pardes free irom any liabilitv therefer. No party shall ever pe responsidle. however. on a price basis higher than the price received
by such party, to any other party's lessor or royaity owner. and if any such other party’s lessor or royaity owner should demand and

receive settiement on a higher price basis. the party contributin the aifected lezse shall bear the additionai rayalty burden atnbutabie to
such higher pnce.

Nothing contained in this Article 111.B. shail be deemed an assignment or cross-assignment of interests covered herepy.
C. Excess Rovalties, Overriding Rovaities and Other Payments:

Unless cnanged by other provisions. if the wnterest of any party in any lease covered hereby is subiect to any royalty,
overriding royaity. production payment or ather burden on production 1n excess of the amount stipulated in Artcle ILB.. sucn party so
burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other paruies hereto harmiess irom any
and all clzims and demands for payment asserted by owners of such excess burden.

D. Subsequently Crested Interests:

If any party shouid hereaiter create an overriding royaity, production payment or other burden payable out of production
atributablie to 1ts working interest hereunder. or if such a burden existed prior to this agreement and is not set forth in Exhibit **A"", or
was not disclosad in wrinng to il other parues prior to the executon of this agreement by all parties. or is not a jointly acknowiedged and
accepted obligation of all parues 1any such interest being heretnaster referred o as *‘subsequently created interest ™ irrespecuve of the
timing of its creation and the party out of whose working interest the subsequently created interest is derived being heremafter referred
to as ‘‘burdened party '), and: '

1. If the burdened party 1s required under this agreernent to assign or reiinguish to any other party. or parues. all or 2 portion
of its working interest andior the production attributable thereto, said other party, or parties. shali receive said assignment and/or
production free and clear of said subsequenty created interest and the burdened party shall indemntiy and save said other party.

or parues. harmiess irom any and all claims and demands for payment asserted by owners of the subsequently creaved interest:
and,

2. If the burdened party fails to pay, when due, its shiare of expenses chargeable hereunder, all provisions of Article VILB, shall be

enforceable against the subsequentiy created interest in the same mannet 2s they are enforceabie against the working interest of
the burdened party.

ARTICLE IV.
TITLES

A. Tide Examination:

Title examinaton shall be made on the drillsite of any proposed weil prior to commencement of drilling operatons or. if
the Drilling Parties so request, titie exammation shall be made on the leases andior oit and gas interests included. or pianned to be inciud-
ed, in the drilling unit around such weil. The opinion will inciude the ownership of the working interest, minerais, royaity, overriding
royaity and production payments under the appiiczble leases. At the ime a weil is proposed. each party contributing ieases and/or oit and
£a3 interests to the drillsite. ot to be inciuded in such drilling umt. shall furnish to Operator all abstracts tincluding federal lease status
reports), title opmnions. utie papers and curauve material in its possession iree of charge. All such informauon not in the pom of or
made svailabie to Operator by the parues. put necessary for the exarminauon of the tide, shall be obtained by Opemnr.-ﬁaemnr shail
cause title to be examined by attorneys on its staff or by outside atrorneys. Copies ofmndeopmmmﬁuhumrqhdmmm
hereto. The cost incurred by Operstor in this title program shail be borne as follows:

‘~o<'
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ARTICLE IV
coetinued

® Option No. 2: Costs incurred by Opermtor in procuring abstracts and fees paid outside attorneys for tide examinstion

(induding preumminary. suppiementai. shut-in gas royalty opinions and division orcer utie opintonsi shall be borne oy the Drilling Parties
in the propornion that the interest of each Drilling Party bears to the total interest ot ali Drilling Parties as such interests appear in Ex-

hibit **A™". Operator shall make no cnarge ior services renaered by its stat attorneys or other personnei in the pertormance of the sbove
funcoons,

Each parry shall be responsibie ior securing curanve mater and oooiing IMEnGMEnts of agreements requited in connection
wieh leases or ofi and gas interests contriputed by such party. Operator snaii be responsidie far the preparauon 2ng recoraing ot pooiing
cesignauons or aeclarations as weii as tne conduct of hearings DEIOre gOVernmenta; agenQqies 1Or the SECUring ot soacing of pooung orgers.”
This shall not prevent any party trom appeaning oa 1ts own pehzlf at znv such neanng.

No weil shall be drilied on the Contract Area unui aiter {1} the titie to the driilsite or drilling unit has been examined as above

provided. and (2) the titie has been 2pproved by the examining attorney or titie has peen accepted by all of the parties who are to par-
ticipate n the drilling of the weil.

B. Loss of Title:

Thee wele o

reducuon of interest trom that shown on Exhibit *

A am iz a-r o, P

A", the partv contnbuting tne aifected lease or nterest shail have minety (90)

tion will not be subject to Articte VIII.B.. and failing to do so. this agreement. nevertneiess. shall contnue in torce as to ail r
and gas leases and interests: and. A

but there shall be no additionai liability on its part to tne other parties nereto oy reason of such title failure:

(b) There shall be no retroacuve adiustment of expenses incurred or revenues received from the operauo
been lost. but the interests ot the parues shall be revised on an acreage pass. as of the nme 1t is determned fjfally that utle failure has oc-
curred. so that the interest of the party whose iease or nterest 15 aifected by the utie failure wiil theregfer be reduced in the Contract
Area by the amount of the interest tost:

{c) U the proporucnate tnterest of the other parues hereto in any proauang well thereigire drilled on the Contrace Area is
increased by reason of the title failure. the party whose utie has failed shall receve the pr
terest (less costs and burdens attributable thereto) until it has bren rexmbursed for unrecov
well;

{d) Should any person not a party to this agreement. who is determuned to b

failed, pay 1n any manner any part of the cost of operaton. development, or equip
wha bore the costs which are so refunded:

¥ attnibutable to the increase 1n such in-
costs paid by 1t in connection with such

e owner of any interest 1n the title which has
t. such amount shall be pa:d 1o the party or parties

() Any liability to account ¢ 2 third party for prior production of £il and gas which arises by reason of title failure shall be
borne by the party or partes whnose titie failed in the same proportionyin which they shared in such prior oroduction: and.,
{f) No charge shall be made to the joint account for ieyal ex . fees or salaries. in connection with the defense of the interest

claimed by any party hereto. 1t being the intennon of the parues hpfeto that eacn shall defend title to its interest and bear all expenses in
connecton therewith,

2. Loss bv Non-Pavment or Erroneous Pavment A.moum Due: If. through mistake or oversight. anv renwl shutin well
payment. minmMum royaity or rovaity payment. 1s ng¥paid or 15 erroneousiv pa:d. and as 2 result a iease or interest theremn termmnates.
there shall be no monetary liabilitv against the pargr"who failed to make such pavment. Unless the party who failed to make the required
payment secures 2 new iease covering the same sfterest within ninety (90} days irom the discovery of the failure to make proper payment,
which acquisition will not be subiect to Artiple VIILB.. the inicerests of the parues shall be revised on an acreage pasis. effective as of the
date of termination of the lease invoived. #Ad the party who failed to make proper payment wiil no longer be credited with an interest in
the Contract Arez on account oi owngeship oi the lease or irterest which has terminated. In the event the party who failed to make the
required payment shail not have i fullv resmbursed. at the time of the {oss, irom the proceeds of the saie of oil and gas ateribucable to
the lost interest. calculated on 3¢ acreage pasis. for the development and operaung costs theretofore paid on account of such incerese. it
shall be rermbursed for u vered actuai costs theretoiore paid by it (but not for its share of the cost of any dry hole previously drilled

unrecovered CoSts:
i, less opersting expenses. thereafter accrued attributable to the iost interest on an acreage basis. of that portion of
fter produced and marketed (excluding production from any weils thereaiter drilled) which. in the absence of such lease

3, Other Losses: All losses ncurred. sehemetrmrr—en osesertope e m— ey . shall be ioint iosses

and shall be borne dy all partes 1n proportion to their interests. There snail be no readiustment of interests 1n the remamning portion of
the Contract Area.
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ARTICLE V.
OPERATOR

A. Designation and Responsibilities of Operator:

BURLINGTON RESOURCES OIL & GAS COMPANY shall be the

Operator of the Contract Area. and shall conduct and direct and have f1ll control of all operatons on the Contract Area as permitted and
required by. and within the limits of this agreement. It shall conduct aJd such operations in a good and workmanitke manner. but it shall
have no hability as Operator to the other parues for losses sustained or lisbilities incurred. except such as may resuit from gross
negligence or willful misconduct.

B. Resignation or Removal of Operator and Selection of Successor:

1. Resignation or Removal of Operator: Operator may resign at any ume by giving written notice thereof to Non-Operators.
If Operator terminates its legal existence. no ionger owns an interest hzreunder in the Contract Area. or is no ionger capable of serving as
Operator. Operator shall be deemed to have resigned without any acuon by Non-Operators, except the selection of a successor. Operator
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
affirmanve vote of two (2) or mare Non-Operators owning a maijority interest based on ownership as shown on Exhibit **A"" remaining
after excluding the voting interest of Operator. Such resignation or removal shall not become effective unui 7:00 o'clock A.M. on the
first day of the calendar month following the expiration of ninery (90’ days after the giving of notice of resignation by Operator or action
by the Non-Operators to remove Operator. unless a successor Operator has been selected and assumes the duties of Operator at an earlier
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-

porate name or structure of Operator or transter of Operator 's interest 10 any single subsidiary. parent or successor corporation shall not
be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator. a successor Operator shall be selected by
the parues. The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor
Operator is selected. The successor Operator shall be selected by the affirmative vote of two (2) or more parues owning a majority interest
based on ownership as shown on Exhibit **A""; provided. however. { an Operator which has been removed fails to vote or votes only to
succeed itself. the successor Operator shall be seiected by the affirmative vote of two (2) or more parues owning a2 majority interest based
on ownership as shown on Exhibit '*A”" remaining after excluding the voting interest of the Operator that was removed.

C. Employees:

The number of employees used by Operator in conducting operations hereunder. their selection. and the hours of labor and the
compensation for services performed shall be determined by Operator. and all such employees shall be the empioyees of Operator.

D. Drilling Contracts:

All wells drilled on the Contract Area shall be drilled on a corapetitive contract basis at the usual rates prevailing in the area. If it so
desires. Operator may employ its own tools and equipment in the crilling of wells, but its charges therefor shall not exceed the prevailing
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
such work shall be performed by Operator under the same terms aad conditions as are customary and usual in the area in contracts of in-
dependent contractors who are doing work of a similar nature.

ARTICLE VI.
DRILLING AND DEVELOPMENT

A. Initial Well:
or recompletion

On or before the_1st _ dayof ___January . 1998 | Operator shall commence the drilling of 2 well for
oil and gas at the following location:

Section 9, T31N-R1OW
San Juan County, New Mexico

and shall thereafter condnue the drilling of the well with due diligence to

14,000* or depth sufficient to test the Pennsylvanian formationm, .
whichever is the lesser depth z

unless granite or other practiczily impenetrable substance or condition in the hole. which renders further drilling unpracncd is en-
countered at a lesser depth, or unless all parties agree to comniete or abandon the well at a iesser depth.

Operator shail make reasonable tests of all formations eacountered during drilling which give indication of conmnmg oil and
gas in quannties sufficient to test. uniess this agreement shall be limited in its application to a specific formaton or formzm in which

3

event Operator shall be required to test only the formauon o: formations to which this agreement may apply. --i?;
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ARTICLE VI
contnued

Y. in Operator's judgment. the weil wiil not produce oil of gas in taving quanuties. and it wishes to piug and abandon the
weil as a ary hole. the provisions of Article VLE.1. shall thereaner aiipiy.

B. Subsequent Operations:

1. Provosed Overauons: Should anv party hereto gesire to dril anv weii on the Conuract Area otner 1n the weii provided

for in Arucie VLA or 0 rework. deepen or plug back a drv hoie driiled a1 tne joint expense of all parues or 2 weii iointiv ownea oy ail
the parues and not then producing in paving quanutes. the party gesiing to driil. reworx, deepen or giug dack sucn a weil shail give the
other parues wrniten nouce of the proposed operatton. speciiving the work 1o ce pertormed. the locauon. proposed deoth. obiecuve forma-
tion ana the estumated cost of the operauon. The partes recewving sach a nouce shall have thirty (30) days aiter receipt of the notice
within which to noufv the party wisning to do the work whether theY eiect to parucipate m the cost of the proposed operanon. ir a drill-
ing g 1s on iocation. nouce of a proposal to rework. plug back or dril deeper may be given by telephone and the response pertoa shall be
limited to forty-eignt (48) hours. exclusive of Saturday. Sundav and iegai hoiidays. Failure of a party receiving such notice to repiy wichin
the periog above fixed shall consutute an election by that party not to parucipate in the cost ot the proposed operauon. Any notice of
response given by telephone shall be promptly confirmed in writing.

1If all parties elect 1o participate in such a proposed operacion. Operator snall. within ninety (90) days aiter expirauon at the nouce
period of thirty (30) days (or as promptiy as possible after the expiration or the forty-etght (48} hour period when a driiling r12 1s on loca-
t10m. as tne case may be:. actuaily commence the proposed operaton and compiete 1t withi due diligence at the risk and expense ot ail par-
ties hereto: provided. however, said commencement date mav be ex:ended upon written nouce of same by Operator 1 tne other parues.
for a penod of up to thirty (30) additionai days if, in the soie opinion of Operator. such additional ume is reasonadiy necessary to obtin
permuts from governmental authoriries. surface rights tnciuding rightsof-wavy or appropriate driiling equipment. or to compiete titie ex-
amunation or curauve maner required for title approval or acceptance. Norwitnstanding the force mareure provisions ot Articie X1. if the
actual operation nas not been commenced within the nme providec. (including any extension thereof as speciticallv permutted heresntand
i any party nereto stiil desires to conduct said operauon. written nouce proposing same must be resubmirted to the other parues 1n accor-
dance with the provisions hereof as if no prior praposai had been made.

2. Operations bv Less than All Parties: If any party recetving such notice as provided in Article VI.B.1. or VILD.1. (Option
No. 2} elects not to participate 1n the proposed operation. then. if order to be entitied to the benefits of this Article. the party or parties
giving the notice and such other parues as shall elect 1o parucipace in the operation shall. within ninety (90) days atter the expiraton of
the notice period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig 15
on iocation. as the case may be) actually commence the proposed operauon and compiete it with due diligence. Operator shall perform all
work for the account of the Consenting Parties: provided. however, if no drilling rig or other equipment is on iocation. and i Operator is
a Non-Consentng Party, the Consenting Parties shall either: (2) request Operatar 1o perform the work required by such proposed opera-
tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-

senting Parties, when conducting operations on the Contract Area pursuant to this Article V1.B.2.. shall comply with all terms and con-
ditions of this agreement,

If less than ail parties approve any proposed operation. the proposing party, immediately after the expiration of the appiicable
notice period. shall advise the Consenung Parties of the totai interest of the paruies approving such operation and its recommendation as
to whether the Consenting Parties should proceed with the opzraton as proposed. Each Consenting Party, within forty-eight (48) hours
(exclusive of Saturday, Sunday and legal holidays) after receipt of such notice. shall advise the proposing party of its desire 10 () limit par-
ticipation to such party's interest as shown on Exhibit ** A’ or (b) carry its proportionate part of Non-Consenung Parties’ interests. and
failure to advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on location. the time permirted for
such 2 response shall not exceed 2 total of forey-eight (48) hours tinclusive of Saturday, Sunday and legal holidavs). The proposmg party,
at its election, may withdraw such proposai if there is insufficient parucipation and shall prompty notify all parues of such decision.

The endre cost and risk of conducting such operstions shall be borne by the Consenting Parties in the proportons they have
elected t0 bear same under the terms of the preceding paragraph. Consenung Parties shall keep the leasehold estates invoived.in such
operztions free and ciear of all liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties.
If such an operation resuits in a dry hole, the Consenting Parties shall plug and abandon the weil and restore the surface jocation at their
sole cost, risk and expense. If any weil drilled. reworked. detpened or plugged back under the provisions of this Articie resuits i a pro-
ducer of oil andjor gas in paying quanuties, the Consentng Parties shall compiete and equip the weil to produce at their sole cost and risk,
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ARTICLEYI
m. l&
and the weil shali then be rurned over to Operator and shall be opersted by it ar the expense and for the account of the Consenting Par-
nes, Upon commencement of operauons for the driliing. reworking. Geepeming or piugging back of any sucn weil by Consenng Parties
in accoraance with the provisions of this Articie. each Non-Consennng Pzrry shall be deemed to have reiinquisned to Consenung Parties.
and the Consenang Parties shail own and be enatied 1o recewve, 1 roporuon to their respecuve taterests. all of such Non-Consentng
Party's interest 1n the weil and share of production therefrom unti the proceeds of the sale of such share. ciiculated at the weil. or
market vaiue thereot 1f such snare 15 not sold. {after deducting progiucton taxes, excise taxes. rovaity. overnding rovaity and other in-

torests not exceptea by Arucie 11.D. pavabie out of or measured ov :ne proguction trom sucn weil accruing with respect to such interest
unui 1t reverts) shail equai tne totai of the roilowing:

{a) 100% of each such Non-Consenung Party's share of the cost of any newiy acquired suriace equipment beyond the weilhead
connections tincluding. bur not iimited to, stock tanks. separators. treaters, pumping equipment ang piping), plus 100% of each such
Non-Consenung Party's share of the cost of operauon ot the weil commencing with first production and conunuing undl each such Non-
Consenung Party's relinquisned interest shail revert to 1t under other prowvisions of this Arucle, it beng agreed that each Non-
Consenung Party's share ot such costs and equipment will be that mrerest which would have been chargeapie to such Non-Consenong
Party had it parucpated in the well from the beginming of the oerauons: and

) _4_0_0 % of that poruon of the costs and expenses of drilling. reworking. deepening, piugging back. testing and completing.
after deducung any cash contrivutions recerved under Arucle VIILC.. iad 7 of that poruon of the cost of newly acquired equip-

ment in the weit {to and including the weilhead connecuons). whizh wouid have been chargeadle to such Non-Consenung Parey if it had
parucipated therein.

An election not to parucipate in the drilling or the deepenung of a weil shall be desmed an elecuon not 1o parucipate in anv
re-working or plugging back operauion proposed wn such a well, or poruon thereof. to which the miual Non-Consent election appited
that 1s conducted at any tume prior 1o tull recovery by the Consenung Paries of the Non-Consenuing Party’s recoupment account. Any
such reworking or piugging back operauon conducted during the recoupment penod shall be deemed part of the previous non-consent
operanon on said well and shall be added to the sums to be recouped by the Conseating Parties. If such a reworking or plugging back
operation is proposed during such recoupment penod. the provisions of this Article VI.B. shall be applicable as between said
Consenung Parties 1n said well. Similarly. an election not to partcipate in the compietion or plugging back of a well shall be deemed
an elecuon not to paruicipate in a reworking operation proposed in such well, or poruon thereof. to which the non-consent election
appiied. that ts conducted at any ume prior to full recovery by Consenung Parties of the Non-Consenting Party’s recoupment amount.

During the period of time Consenung Parties are enritled 10 receive Non-Consenting Party’s share of production. or the
proceeds therefrom. Consenung Parties snail be responsible for the payment of ail production, severance. excise. gathering and other

taxes. and ail royaity, overniding royalty and other burdens appiicable to Non-Consenuing Party s shate of production not excepted by Ar-
ucie [ILD.

In the case of any reworking. piugging back or deeper drilling operstion. the Consenung Parties shaii be permitted w use, iree
of cost, all casing, tubing and other equipment 1n the weil. but the ownership of all such equipment shail remain unchanged: and upon
abandonment of a well sfter such reworking. piugging back or deeper drilling, the Consenting Parties shall account for all such equip-
ment to the owners thereoi. with each party receiving its proportionate part in kind or in value, less cost of salvage. -

Within sixty (60) days after the completion of any uperation under this Article, the party conducting the operations for the
Consenting Parties shall furnish each Non-Consenung Party with an inventory of the equipment in and connected to the weil, and an
itemized statement of the cost of drilling. deepening. plugging back. tesung, compieting. and equipping the weil for production: or, at its
option. the Opersting party, in lieu of an itemized statement of such costs of operation. may submit 3 detailed statement of monthly bill-
ings. Each month thereaiter, during the ume the Consenting Parties are being reimbursed as provided sbove. the party conducting the
operations for the Consennng Parties shall furnish the Nor<Consenung Parties with an itemized statement of all costs and liabilities in-
curred in the operation of the weil. together with 2 statement of the quantity of oii and gas produced from it and the amount of proceeds
realized from the sale of the weil's working interest production during the preceding month. in determining the quantity of oil and gas
produced during any month. Consenung Parties shall use industry accepted methods such as. but not limited to. metening or periodic
weil tests. Any amount realized irom the saie or other disposition of equipment newly acquired in connection with any such operstion
which wouid have been owned by 2 Non-Consenting Party had it paructpated therein shall be credited aganst the total unreturned costs
of the work done and of the equipment durchased in determming when the interest of such Non-<Consenung Party shall revert w it as
adove provided: and if there ts a credit baiance. 1t shall be paid to such Non-Consenung Party.
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ARTICLE V1
continued

If and when the Consenung Parties recover irom a2 Non<Consenung Party’s reiinquished interest the amounts provided for above.
the reiinguished interests of such Non-Consenung Party shall automaucaily revert te 1t. and. from and after such reversion, such Non-
Consenung Party shall own tne same interest sn such weil. the matenal and equipment in or pertaiing thereto, and the production
therefrom as such Non-Consenting Party wouid have peen entitled to had it parucipated in the drilling. reworking, deepenung or pldggim_z
back of said weil. Thereanter, such Non-Consenting Partv shall be chareed with and shail pay 1ts oropertionate pare ot the further costs of
the operauon of said weii in accordance witn the terms of this agreement ang the Accounung Procedure attached hereto.

Notwitnistanding the crovisions of this Arucie VLB.2., it 15 agreen that svichout e mutua consent ot ail partes, no weils shall
be compieted in or produceg from a source ot suppiy irom which a weil locateq eisewnere on the Contracr Area s producing. uniess such
weil conforms to the thenexisung wei spacing Pattern 1or such source of suppiy.

The provisions of this Arucle shail have no appiication whatsoever to the driiiing of the initial well described in Article VI.A.
except (2) as 10 Ardcie VILD.1. (Opdon No. 2. if selected, or {b) 25 to the reworking. derpeming and plueging back of such initial well
after it has been driiled to the depth speaified in Artcle VLA, if it snail thereaiter prove 1o be a dry hole or. ii initiaily compieted for pro-
ducyon. ceases to produce in paying quantities.

A\

3. Stand-Bv Time: When a weii which has been drilled or deepened has reached its authorized depth and all tests have been
compieted. and the resuits thereof furnisned to the parues, stand-by costs tncurrea pending response to 2 party's notce propasing 2
reworking, despening, piugging dack or compieting operation in sich a well shail be charged and borne as part ot the drilling or deepen-
1ng operauon just compieted. Stand-bv costs sudsequent to all parties responding. or expirauocn of the response ume permitted, whichever
first occurs. and prior to agresment as to the parucipaung tneeres:s of all Consenung Parties pursuant to the terms of the second gram-
maucai paragraph of Articie VI.B.2, shail be charged 1o and borne us part of the proposed operazon. put if the proposal is subseguentiy
withdrawn because of insutficient parucivauon. such stand-bv costs shall be ailocatea between the Consenune Parties in the proportion

each Consenung Party's incerest as snown on Exhibit **A"" bears to the total interest as shown on Exhibit A" of all Consenung Par-
ties.

4. Sidetrackine: Excent as heremaiter provided. those previsions of this agreement applicable to 1 “*Jeepeminy’” operadon shall
Jiso be applicable to uny proposai to directionaily control and intentionally deviate a well fromeveneent 50 as 10 change the bottom hole
locanon therin called *‘sidetracking’”). uniess done to straighten the hole or to drill around junk in the hole or beczuse of other
mechanical difficuities. Any party having the right to parncipate in a proposed sidetracking operation that does not own an interest in the
affected well bore at the time of the nouce shail. upon electing to participate. tender to tne well bore owners 1ts proportionate share (equal
1o it3 interest in the sidetracking operatuon) of the value of that portion of the exisung well bore to be utlized 25 follows:

(a) If the proposai 15 for sidetracking an existing dry hcle, resmoursement shall be on the basis of the actual coss mcurred in
the initial drilling ot the weii down to the depth at which ths sidetracking operation is initiated.

() If the proposal is for sidetracking 2 weil which has previously produced. reimoursement shall be on the basis of the well's
salvable materiais and equipment down to the depth at which the sidetracking operation is initiated. determned in accordance with the
provisions of Exhibit **C"". less the esumated cost of saivaging and the esumated cost of plugging and abandoning.

In the event that notice for a sidetracking operaton is given while the drilling rig to be utilized is on location, the response period
shall be limited o forry-eight (48) hours. exciusive of Saturday. Sunday and legal holidays: provided. however. any parry may request and
receive up t eight (8) additional days aiter expiration of the forty-eight (48) hours within which to respond by paying for all stand-by time
incurred during such extended response period. If more than one party elects to take such additional time to respond to the notice, stand-
by costs shail be sllocated berween the parues taking addidonal time to respond on a dav-to-day basis in the proportion each electing par-
ty’s interest as shown on Exhibit ‘' A’* bears to the total interest as shown on Exhibit "*A"" of all the elecung parnes. In ail other in-
stances the response pertod to a proposal for sidetracking shail be limited to thirty (30) days.

C. TAKING PRODUCTION IN KIND:

Each party shall take i kind or separateiv dispose of its proportionate share of all oil and gas produced from.the Contract Area,
exclusive of production which may be used in deveiopment and producing operations and in preparing and treating oid and gas for
markesng purposes and production unavoidably lost. Any extra expenditure meurred in the taking in kind or separate disposition by any
party of its proportionate share of the production shail be borne by such party. Any party taking 1ts share of production in kind shall be

R, . - - .
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ARTICLE V1
continued

required to pay for oniy its proportionate share of such part of Operator s surface faciiities wiich it uses.

Each party shall execute such division orders and contracts as may be necessary for the sale of its interest in production from

the Contract Area, and. except as provided in Article VILB.. shail be enutied to receive payment directiy from tne purchaser thercof for
its share or aii producuon.

In the event any party shall fail to make the arrangements necessatv 1o t2xe in kind or separateiv dispose ot 15 troporuonate share of
the o proguced trom the Contract Area. Operator snail have e right. suciect 1o the revocauon at wiii by the carty owning 1t, bt not
‘Ne opilgauon. 1o purchase suca oii or seil it to otners at any ume and trom ume to time. {or the account of the non-faking party at the
“est price obtainabie in the area for such producnon. Any sucn purchase or saie by Operator shall be sudiect aiwavs to the rieht of the
owner of the production 1o exercise at any time its r1gnt to take 1n kind. or separateiv dispose ot. its snare or il oil not previously
delivered to a purchaser. Any purchase or saie by Operator of any othier party s share of oil shall be oniy for sucn reasonabie periods of

time as are consistent with the minimum needs of the industry under the particuiar circumstances, dut in NC event (OF 2 Per1od in CXCess
of ane 11} year,

In the event one or more parties” separate disposttion ot 1ts shace of the gas causes spiit-stream deliveries to separate pipeiines and/or
deliveries which on a day-to-day basis for any reason are not exactly equai to a party s respective proporuonate snare of totai gas sales to
be allocated to it. the balancing or accounting between the respectve accounts of the parues shall be in accordance with anv gas balancing
agreement petween the parties hereto, whether such an agreement is attached as Exhibit “*E™". ur 15 a separate aereement.

D. Access to Contract Area and Information:
upon prior notification to the Operator

Each partv shall have access to the Contract -\rca'ac ail reasonible times, at 1ts sole cost and risk to inspect or observe operations.
and shall have access at reasonable times to wformauon pertatning ta the development or operauwon thereot. inciuding Operator 's books
and records relating thereto Operator. upon request. shall furnisn each of the other parues with copies of all forms or reports filed with
goverumentai agenaies. Gaily drilling reports. weil logs. tank tables. daily gauze and run tickets and reports ot stock on nand at the first of
each month. and shali(make available sampies of any cores or cutt:ngs taken from any well drilled on the Contracr Area. The cost of
yathering ana furnishingjinformauon to Non-Operator, other than that specified above. shall be charged to ine Non-Operator that re-

quests the informauon. -During drilling, completion, and workover operations, access shall be limited to
only those personnel directly involved in performing the actual work.

E. Abandonment of Wells;

1. Abandonment of Drv Holes: Except for any weil drilled or despened pursuant to Article VI.B.2.. unv well which has been
drilled or aeepened under the terms of this agresment and is proposed to be completed as a dry hole shall not be plugged and abandoned
without the consent of all parties. Should Operator. after diligent effort. be unable to contact any party. or shouid any party fail to repiy
within forty-eight (48) hours (exciusive of Saturdav. Sundayv and legal holidavs) aiter receipt of notice of the proposal to piug and abandon
such weil. such party shall be deemed to have consented to the proposed abandonment. All such wells shail be piugged and abandoned in
accordance with applicable regulations and at the cost, risk and expense of the parties who participated in the cost of drilling or deepening
such weil. Any party who objects to plugging and abandoning such weii shali have the right to take over the weil and conduct further
operations in search of oil and/or gas subject to the provisions cf Article VI.B.

2, Abandonment of Wells that have Produced: Except tor any weil in which a Non-Consent operauon has been conducted
hereunder for which the Consenung Parties have not been fully reimbursed as herein provided. any well which has been compieted as a
producer shail not be plugged and abandoned without the consent of all parues. f all parties consent to such abandonment, the weil shali
be plugged and abandoned in accordance with appiicable reguiations and at the cost. risk and expense of all the parues herero. if. within
thirty (30) days aiter receipt of notice of the proposed abandonment of any weil. all parties do not agree to the abandonment of such well,
those wishing to continue its operation from the intervai(s) of the formauons) then open to production shall tender to each of the other
parties its proportionate share of the vaiue of the weil's saivable mnateriai and equipment. determined in accordance with the provisions of
Exhibit *'C"", less the estimated cost of salvaging and the esumated cost of plugging and abandoning. Each abandoning party shall assign
the non-abandoning partes. without warranty, express or impiied. s to title or as to quantity, or fimess for use of the equipment and
material. all of its interest in the weil and related equipment. together with its interest in the leasehoid estate 25 to. but only as to, the in-
terval or intervais of the formaton or formations then open to production. li-the-insasassoithe-abandoning-pacwisarincludesagoiland.
WU&MM ddeliverto-the PUNGONINE DI rperties-aR-0i-and-3ai-loaiselimited-totheiniamalomine.
evalei-tied P I omrs ione-ch | sa long theceai i andi :
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ARTICLE V1
continuec
. The asignments or jeases so limited shall encompass e "*drilling unut * upon which the weil is focated. The payments by, and the

assignments or ieases 1. the assignees shall be in 3 rano paseq upon 15e reianonship ot their respective percentave of paructoation in the

Contrict Area 1o tne aggregate of the percentages of parncioagon 1n the Contract Area of all assignees. There snail be no feagjustment of
interests (n the remamung poruon of the Contract Area.

Thereatter, acandoning parttes snail Rave no surtner rasccasiCiiity, Gubility. of nterest in the vperaton of or production frem
ine weli 1N the meervai or ntervals then odun other tRan e rovalues fetlined i any iedse Made undUer the terms ot this Arncie. Ugon re-
Cuust. TRErator snal continue 1o CRErate tne ASSIEneg ~ew (of the 3:CCUNL CI tie NOn-a0andofing Darties at e rates ang cparges con-
tempiazea Dy this agreement. pius anv Jcditionas cost ang caarges WRIiCH May 2rise 3s tNE result Of the separate ownersmp of the assiened
weil. U200 proposeq abandonmient ¢: the proqucing intervansi assiinea or icased. the asstenor or iessor snaii then nave (e option (o

TEPUTCRASe 11S PIIOT INTErest In the weil (using the same vaiu4uon (OFINULZ) and Parucivate 1N urther OPLrauons tNEren sudiect to the pro-
visions nereof.

3 Abandonment of Non-Consent Ooerauons: Thz srovisions ot Article VI.E.1. or VLE.2. above snhail be appicable as perween
Consenung Partes in tne event ot the propusea abandonment of any weil excepted from said Articles: provided. however. no weil shall be
rermanently plugged and abandoned uniess and unui ail carnes havine the rignt to conduct further operanons therein have peen noufied

ot tne croposed abandonment 2aq aifarded the opportunity o ¢iect 1o take over the weil in accordance with the rovisions of this Article
V9IE

: ARTICLE VII.
EXPENDITURES AND LIABILITY OF PARTIES
.

A. Liability of Parties:

The liabiiitv of the parues shall be severai. not iint or coiiective. Each party shall be responsidie oniv for 1ts obiigations. and
shall be liable oniv for its proportionate snare of the costs of deveicong and aperaung the Coneract Area. Accordingiy, the liens granted
among tne parues in Arncle VILB. are given 1o secure oniv the geats of each severaily. It is not the intention of the parues to create. nor
saail this agreement De construed as Creating. 3 MIANE or other PALKACTSMIE uf JSSOCIAtioN. of to render tae fartes habie as partners,

B. Liens and Payment Defauits:

Each Non-Operator grants to Operator a iien upon s oif and gas rights i the Contract Area. and 2 security interest in its share
of oit and/or gas wnen extracted and its interest n all equipment. t3 secure payment of its sharc of expense. 1ogether with interest thereon
at the rate provided in Exhibit *"C". To the extent that Operater has a securucy interest under the Uniform Commercial Code of the
state. Operator shall be entitied 10 exercwse the rights ana remedies oi 2 secured party under the Code. The bringing of a suit and the ob-
cning of judgment by Operator for the secured indubtedness stiall not be deemed an election of remedies or otherwise afiect the fien
rights or security interest as security for the payment tnereoi. In addition. upon default by any Non-Operator 1n the pavenent of its share
ot expense. Operator shall have tne right, without prejudice to other rights or remedies, to collect from the purchaser the proceeds from
the saie of such Non“Operator s share o oil and/or gas unul the amount owed by such Non-Operator. pius interest. has been paid. Each
purchaser shall be entitled to reiv upon Operator's written statement concerming the amount of any defauit. Operator granis 2 like lien
and security interest to the Non-Operators to secure payment of Operator’s proportionate share of expense.

If any party fails or is unable to pay its share of experse within sixtv (O0) days atter rendition of a statement therefor by
Operaror. the nondefauiting parues. tnciuding Operator. shali. Lpon request by Operator. pay the unpaid amount 1n the proportion that
the interest of each such party bears to the interest ot ail such parues. Each party so paying its share of the unpaid amount shall. to obtain
reimpursement thereof. be subrogated to the securicy nghts described in the foregoing paragraph.

C. Payments and Accounting:

Except as herein otherwise specifically provided, Operator shall promptiy pay and discharge expenses incurred in the deveiopment
and operation of the Contract Arez pursuant to this agreement and shall charge each of the parties hereto with their respective propor-

tionate shares upon the expense basis provided in Exhibit *‘C"". Operator shall keep an accurate record of the joint account hereunder,
showing expenses incurred and charges and credits made and received.

Operator, at its election, shall have the right from ume t; time to demand and recetve from the other parues payment in advance
of their respecuve shares of the esnmated amount of the expense to be incurred in operations hereunder during the next succesding
menth. which right may be exeraised only by submission to e2ch such party of an itemized statement of such estimated expense. together
with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimatea expense shall be submitted
on or before the 20th day of the next preceding month. Ezch party shall pay to Overator its proporrionate share of such estimate within
fifteen (15) days aiter such estimate and invoice is recerved. [f any party fails to pay its share of said estimate within said time, the amount
due shall bear interest as provided in Exhibit *'C"* unui paid. Proper adiustment shall be made monthly between agvances and sctual ex-
pense to the end that each parry shall bear and pay ws proporrionate share of actual expenses incurred. and no more.

D. Limitation of Expenditures:

1. Drill or Deepen: Without tne consent of all parnes, no weil shall be drilled or deepened. excent any weil drilled or deepened
pursuant to tne provisions of Arucle VI.B.2. of this agreement. Consent to tie drilling or deeperung snall inciude:

P . -y
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" authorized deptn. and all tests nave been compieted. and the resuits thereor furnished to the parties. Operator shail give immediate notice

10 the Non-Operators wno have tne right (o participate n the COMBIENon costs. The parties receving sucn notce shall have torty-eight

(48) hours (exciusive of Saturaav. Sundav and lepai holidavs: in wilCR to etect to participate in the setane ot casing and the compietton at-

8 tempt. Sucnl eiection. wnen made. shail include consent 1o 2ii necessary expenaitures 10f the COMDILLNE and eqwippIng ot such weil. in-
9 ciuding necessarv tankxage andsor surtace faciiites. Failure of any party receving such notice 1o reply within the oeriod above nixed shall -

10 CcOnNsSTIute an eisCUON DY that party not o PAruCIPale In the Cost of 1he compierion attempt. if one or more. but iess than ail of the parues.

11 elect 1o set pipe and to attempt 2 compietion. the provisions of Arucie VI.B.2. hereof (the phrase ““reworking. deepening or piugging

12 back’" as contained in Arncie VI.B.2. shall be deemed to inciude *‘compieung ") shall appiy to the operanons tnereaiter conducted by less
13 than all parties.

{
2
3
4 @ Opton No. 2: All necessary expenditures tor the drilling or deepening and tesung of the well. When sucn well has reached its
b}
6

15 2. Rework or Plug Back: Without the consent of all parries. no weil shall be reworked or plugged back except a well reworked or
16 plugged back pursuant to tne provisions of Articie VI.B.2. of this agreement. Consent to the reworking or piugging back of a weil shall

inciude ail necessary expenditures 1n conducting such operaons and compieting and equipping of said weil. inciuding necessary tankage
18  andior surface facilities.

19
20 3, Other Overanons: Without tne consent of all parnes. Operator snail not undertake anv singie prosect reasonably estmated
21 10 fequire an expenaiture in excess of Twentv Five Thousand & 1'10/ 100 Dollars 13 25 ‘000 .00 )

22 except 1n connecuon with a well, the drilﬁhg. reworking. deepening. compieting. recompleting. or piugging dack of which has been
23 previousiv authorized by or pursuant 1o this agreement: provided. however, that. in case of explasion. tire. flood or otner sudden
24 emergency, whether of the same or different nature. Operator may take such steps and incur such expenses s i its opinton are required
1o deal with the emergency to safeguard life and property but Operator, as promptiy as possible. shall repor: the emergency to the other
26 parues. WWWWMMW

27 B o g provwe

28 Bottrre—s _.‘m..- ermernet .mlit,

29

30 E. Rentais. Shut-in Well Payments and Minimum Rovaities:

31

32 Rentals. shut-in weil payments and minimum royaities which may be required under the terms of any iease shail be paid by the

13 party or parties who subjected such lease to this agreement at its or their expense. {n the event two or more parues own and have con-
34 tributed interests in the same fease to this agreement. such parties mav designate one of such parties to make said payments for and on
35 behalf of ali such parties. Any party may request. and shall be encitled to receive. proper evidence of all such payments. In the event of
36 failure to make proper payment of anv rental. shut-in well payment or minimum royaity through mistake or oversight where such pay-

37  mentis required to contnue the lease in force. any loss which resuits from such non-payment shall be borne 1n accordance with the pro-
visions of Article [V.B.2,

Qperator shall notify Non-Operator of the anticipated compietion of a shut-in gas well. or the shutting in or return to production
of & producing gas weil. at least five (5) days (excluding Sacurday, Sunday and legal holidays), or at the eariiest opportunity permitted by
42  circumsunces, prior to taking such action. but assumes no liability for failure to do so. In the event of failure by Operstor 10 50 notify
43  Non-Operator. the joss oi any lease contributed hereto by Non-Operator for failure to make timeiy payments of any shut-in weil payment
44  shall be borne yointly by the parues hereto under the provisions of Articie [V.B.3.

43

46 F. Taxes:

47

48 Beginning with the first calendar year after the effective date hereof. Operator shall render for ad valorem taxation all properry

49  subject to this sgreement which by law should be rendered for such taxes, and it shall pay ail such taxes assessed thereon before they
S0  become deiinquent. Prior to the rendition date. each Non-Overator shail furnish Qperator information as to burdens (to include, but not
S1  be kimited to. royaities, overriding royaities and productioa payments: on leases and oil and gas interests contributed by such Non-
52 Operstor. If the assessed vaiuation of any leasehold estate is reduced by rezson of its being subject to outstanding excess royaities. over-
$3  riding royaities or production payments. the reduction in ac. valorem taxes resuiting therefrom shall inure to the benefit of the owner or
54  owners of such leasehold estate, and Operator shail adjust tae charge o such owner or owners 5o as 0 reflect the benefir of such reduc-
$S  tion. If the ad valorem taxes are based in whole or in part upon separate valuations of each party 's working interest, then notwithstanding
S6  anything to the contrary herein, charges to the joint account shall be made and paid by the parties hereto in accordance wich the tax
57  vaiue genersred by exch party 's working interest. Operstor shall bill the other pardies for their proportionate shares of all tax payments in
S8 the manner provided in Exhibit *'C"".

59 —

60 If Operstor considers any tax assessment improper, Operator may, at its discretion, protest within the time snd manner
6]  prescribed by law. and prosecute the protest to a final determination. uniess all parties agree to abandon the protest prior to final deter-
62  minadon. During the pendency of administranve or judicial proceedings. Operator may eiect to pay, under protest. all such taxes and any
63  interest and penaicy. When 2ny such protesteq assessment shall have peen finaily determined,. Operator shall pay the tax for the joint ac-

64  count. together with any interest and penaity accrued. anc the totai cost shall then be assessed against tie parues. and be paid by !hem as
65 P d ! m Exhi! 'I “C“. —-

Each party shall pay or cause to be paid all producticn. severance, excise, gathering and other taxes imposed uponvrmh m to
the production or handling of such party's share of oil and/or gas produced under the terms of this agreement. ' ¥
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ARTICLE VII
continued
G. Insurance:

At ail times while operations are conducted hereunder. Operator shall compty with the workmen's compensauon law of
the state wrere the operations are being conducted: provided. however. that Operator may be a seif-insurer for liability under said com-
pensauon :avs 1 which event te oniv charge that shall be mage to the joint account shail be as provided in Exnibit "C*". Operator shall
ais0 carrv or orovide insurance tor the benent of tne 1oint account of the parues as outiined in Exhibit **D™. sutacned 1o an¢ mage a part
aereot. Ozeraror shaii requite ail contractors engaged mn work on of tor the Contract Area to compiv with the worxmen's ¢ccmpensaucn
W Of the state where the operauons are ceing conducted and (o maintain sucn otner insurance as Operatar mav require.

In the event automobile pubiic liabiiity mnsurance 1s specitied in said Exhibit D™ or supsequentiv recerves the approvai of the
carnes. no cirect charge shail be mace by Operator for premyums naid for sucn insurance tor Operator s sutomotve equipment.

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered by this agreement, nsofar as they emprace acreage in the Contract Area. shall not be surrendered in whole
or mn part uniess all parties consent thereto.

However. shouid anv party desire to su\rrenuer its interest 11 any iease or in any poruon thereot. and the otner partes do not
agree or consent thereto. the party desiring 0 surrender shall assign, without express or impiied warranty of utie. ail of its interest 1n

such lease. or porton thereoi. and anv well. matenial and equipment which may be focated thereon and any nzhts n producuon

theremcr secured. to the pams not consemmz 10 such surrender. H-she =Bt DU LN O I S PO S AG-E eI~

WWHWWWWWV such
leaseto- i Msteched-hecaio-as-Enhibi=—=B-". Ugon such assignment or iease. the assigming party shail be reiteved from all
obligations thereatter accruing. but not theretotore accrued. with respect to the interest assigned or leased and the creration of any weil
aturtbutable thereto. and the assigning party shall have no further interest in the assigned or leased premuses and its equipment and pro-
duction other than the rovaities retained in any iease made under the terms ot this Article. The party assignee or iessee shail pay to the
party assignor or lessor the reasonabie salvage vaiue of the latter s interest in any weils and equipment attributable to the assigned or ieas-
ed acreage. The value of all matenal shall be determined in accordance with the provisions of Exhibit **C'", less the estimated cost of
salvaging and the estimated cost of plugging and abandoning. If the assignment or lcase is in favor of more than one pany. the interest
shall be shared by such parues in the proportions that the interest of each bears to the total interest of all such parnes.

Any assignment. lease or surrender made under this provision shall not reduce or change the assignor's. lessor’s or surrendering
party’s interest as it was immediatcly before the assignment. lease or surrender in the balance of the Contract Area: and the acreage

assigned. leased or surrendered. and subsequent operations thereon. shall not thereaiter be subject to the terms and provisions of this
agreement.

B. Renewal or Extension of Leases:

1f any party secures a renewai of any o1l and gas lease subject to this agreement. all other parties shall be nouiied promptly. and
shall have the right for a period of thirty (30) days following receipt of sucn nouce i which to elect to parncipate 1n the ownership of the
renewa lease. insofar as such lease aifects lands within the Contract Area, by paying to the party who acquired it their severai proper pro-
portionate shares of the acquisition cost aliocated to that part of such lease wichin the Contract Area. which shall be i proporuon to the
interests heid at that time by the parties in the Contract Area.

If some. but iess than all. of the parties elect to participate in the purchase of a renewai lease, it shail be owned by the parties
who elect to participate theresn, in a ratio based upon the relationship of their respective percentage of participauon in the Contrace Area
10 the aggregate of the percentages of participation in the Contract Area of all parues participating in the purchase of such renewal lease.
Any renewsl lease in which less than ail parties elect to participate shall not be subject to this agreement.

Each party who participates in the purchase of a renewal lease shall be given 2n assignment of its proportionate interest therein
by the scquiring party.

The provisions of this Article shail apply to renewai leases whether they are for the entire interest covered by the expiring lease
or cover oniy 4 portion of its area or an interest therein. Any renewal lease tzken before the expiration of its predecessor lezse. or taken or
contracted for within six (6) months after the expiration of the existing lease shail be subject ta this provision: but any iease taken-or con-
tracted for more than six {6) months after the expiration of an existing lease shall not be deemed a renewai lease and shall not be subject to
the provisions of this agreement.

-m¢

The provisions in this Article shall also be appiicable: to extensions of cil and gas leases. ~

C. Acreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of 3 weil or my other
operation on the Contract Area. such contribution shall be paid to the party who conducted the drilling or other operation snd shall be
applied by it agsinst the cost of such drilling or other operation. If the contribution be in the form of acreage, the party to'whei: ﬂm con-
tribution is made shall promptiy tender an assignment of the acreage, without warranty of title, to the Drilling Parties uube

IR Ll
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comtinuexi
said Drilling Parties shared tne cost of drilling the weil. Such acreage shall become 2 separate Contract Area and. to the extent possible. be
governed by provisions identicai to this agreement. Exch party shall prompuy noniv ail other parnes ol any acreage or cash congributions
it may obtain in suppore of any well or any other operauon on the Contract Area. The above provisions shaii aiso be appiicable to op-
tionai rights to earn acreage outside the Conract Arca which are 1 support of a weil drilled inside the Contract Area.

If any party contracts for any considerauon reiaung to dispostion ot such party's share o substances nroduced hereunder, such
consigerauon shaif not be deemed a contricuuon as contempiated 11 this Arucie VIILC,

D. Maintenance of Uniform Interest:

For the purpose of mamtarung un:ormuy of ownership in the oil and gas ieasenoid interests covered by this agreement. no
party snall sell. encumbper. transier or maxe otner disposition of its initerest in the ieases embraced within the Contract Area and in wells.
equpment and production unless such disposition covers either:

1. the enrire interest of the party in ail leases and equipment and production: or
2. an equal undivided interest n ail lcases and equipment ard production in the Contract Area.

Every such sale, encumbrance. transter or other dispasition tnade by any party shail be made expressty subiect to this agreement
and shall be made without prejudice to tne right of the other parues.

1f, at any ume the interest of anv partyis divided among and owned by four or more co-owners. Overator. at its discrenion. may
require such co-owners 1o appoint 3 singie trustee or agent with full authority to receive nonges. approve expenditures. receive billings for
and approve and pay such party s share of the joint expenses. and to deal generaily with. and with power to bind. the co-owners of such
party's interest within the scope of the operatons embraced in this agreement: however. all such co-owners shall have the right to enter
into and execute all contracts or agreements for the disposition of their respecuve shares of the oil and gas produced from the Contract
Atea and they shall have the right 1o recewve, separately, payment of the sale proceeds thereoi.

E. Waiver of Rights to Partition:

o
If permirted by the laws of the state or states in which the property covered hereby is located. each party hereto owning an

undivided interest in the Contract Area wawves any and all rights it may have to partition and have set aside 10 1t in severaity its undivided
interest therein.

FeBreteronial RS .

wrten notice 10 the other parties, with full information concernimn

£ its propased sale, which shall include the name snd addregs,
purchaser (who must be ready, willing and sble 1o purchase;, . include the ame end address of the prusy

) the purciuase price, and alt other terms of the offer. The othey panies'sh ,
opuoasi prior nght, f‘frlmdoftcn(m) days arier receipt of the anuce, to purchase on the same terms ang.co 'nsmcmm‘ , whrm:mom:
Proposes to seil; and, if this opuonai right is exercised. the purchasing parties shall share the pyp g

bearz to the total interest of ail purchasing panes. However, there shail be no p TSl nght 10 purchase in thase cases where any party wishes to

on, consolidation, or sale of all or substanuaily ali of its assets to & subsidiary or
sny comipany in which any one party owns a mayority of the stock. or whete any party clects
' ProperTy exchange, Or COnveyance with a retamned production payment. or is required (o sell/assign its
FEVErIIon under & pnor contract. Thig Article VIILF. shall not be applicabie 1o any PanTy’s interests where such party's
greater than (0%. For purpose of this Anticle VIITF.. a “party's interest” shall be the sum of the interests of all affiliated selling

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall no: be construed to create. 2 relationship of partmership or an association
for profit between or among the parties hereto. Notwitiistanding any provision herein that the rights and lizbilities hereunder are severai
and not joint or collective, or that this agreement 2nd operatians hereunder shail not constitute 2 parmership, if. for federal income tax
purposes, this agreement and the operauons hereunder are regarded as 2 parmership. each party heredy affected elects to be ed
from the appiication of all of the provisions of Subchapter ‘K™, Chapter 1. Subtitle **A’", of the Internai Revenue Code of . 8S per-
mitted and authorized by Section 761 of the Code and the reguiations promuigated thereunder. Operator 1s authorized and directed to ex-
ecute on behalf of each party hereby asfected such evidence uf this eiection as may be required by the Secretary of the Treasury of the
United States or the Federal Internal Revenue Service. including spedificaily. but not by wav of limitation. all of the returns. statements,
and the data required by Federal Regulaucns 1.761. Should there be sny requirement that each party hereby affected give turther
evidence of this election, each such party shail execute suca documents and furnish such other evidence as may be required by the
Federal Internai Revenue Service or 25 may be necessary to evidence this elecrion. No such parry shall give any notices or take any other
action inconustent with the election made hereby. if any present or future mncome tax iaws of the stace or states in which the Contract
Area is located or any future income tax iaws of t jrec; States contain provisions similar to those in Subchapter ‘K™, Chapeer 1.
Subtitle **A*". of the Internal Revenue Code of QS ‘unaer which an election similar to that provided by Secton 761 of the Code 1S per-
rmitted. eacn party heredy aifected shail make sucn electon is may be permutted or required by such laws. in making the foregong elec-
110N, £aCh SuUCh party states that the mcome derived bv sucn parry irom operauions hereunder can be acequately determined without the
computation of parwmership taxable income.
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ARTICLE X.
CLAIMS AND LAWSUITS

Operator may sertie anv single uninsured third party damage ciaim or sun arising from operagons hereunaer if the expenditure
does not exceed___TWenty Five Thousand & No/100 Dollars
3_25,000.00 nd if the payment 1s 1n compiete sett.ement of such ciaim or suit. If the amount recuired for serriement ex-
ceeds (e 200Ve amMount. the parues fereto snail assume ana take over e turther nandiing of (e ciaim or sutt. uniess sucn authority 1§
Juiewatea 10 Ooerator. All costs ana expenses of hanaiine. seiuniz, Of oinerwise discRarging sucn ciaim ot suit shall be ar e joint ex-
pense oI the parues parucipaung n the operaton trom which the ciaim or swit arises. if a claim s made agamnst anv parey or 1 any party 15
“ucO ON ACTOUNT Of ANV Matter ArISINg {fOm ODErauOns nereunger over wnich such individuai has no coneroi because o1 the rignts Pven
Operaror by this agreement. such party shall immediateiv nouiv a. other parties. and the claim or suit shall be treated as any other claim
Or sun invoiving operanuons hereunder.

ARTICLE XL
FORCE MAJEURE

If anv party 1s rendered unabie. wholly or 1n part. oy torce majeure to carry out its obligauons under this agreement. other than
the obligation to make money pavments. that party shall give 1o all other partics prompt written notce ot the force majeure with
reasonably full paruculars concerning it: thereupon. the obligations ot the party wiving the nouce. so far as they are atfected by the force
maseure. shall be suspended during. but no loneer than. the conunuance of the force maicure. The aftected party shall use ail reasonable
diligence 1o remove the force mateure sityauon as quickly as practicadle.

The requirement that any force mayeure shail be remedied with ail reasonable dispatch shali not require the settiement of strikes.

Inckouts. or other labor difficulty by the party mvolved, contrary to us wishes: how all such difficulties shail be hundled shail be enureiy
sathin the discreton of the party concerned.

The term “‘force maweure . is here empioved. shall meun an act of God. strike. lockout. or other industriat disturbance. act of
the public enemy, war. blockade. public riot. hghtmine. ure. storm. fiud, explosion. zovernmentai action. governmental delay. reseramnt

or 1nacucn. unavatiability of cquipment. and anv otner cause. whether of the kind specificailv cnumerated above or otherwise. which is
not reasonably within the control of the party claiming suspension.

ARTICLE XIL
NOTICES

All nouces autharized or required between the parues and required by any of the provisions of this agresment. uniess otherwise
specifically provaded. shall be given m wrining by maii or teiegram. postage or charges prepaid. or by telex or teiecopier and addressed to
the parues 10 whom the notice is given at the addresses usted on Exhibit '*A™". The origmaung notice given under any provision hereof
shall be deemed given oniy when received by the party to whom such notice is directed. and the time for such party 10 give any notice in
response thereto shall run from the date the originaung notize is received. The second or any responsive notice shall be deemed given
when deposited in the mail or with the telegraph company, with postage or charges prepaid. or sent by teiex or telecopier. Each party
shall have the right to change s address at any ume, and {rom ume to time, by giving written nonce thereof to all other parues,

ARTICLE XIII.
TERM OF AGREEMENT

This agreement shall remain in full force and effect 21 10 the o1l and gas lezses and/for oil and gas interests subject herew for the
period of time seiected below: provided. however, no party hereto shall ever be construed as having any right, titie or interest in or t any
lease or oil and gas interest contributed by any other parry beyond the term of this agreement.

0 Option No. 1: So long as any of the oil and gas ieases subject to this agreement remain or are continued in force s to any part

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

R Option No. 2: In the event the well described in Article VIA., or any subsequent well drilied under any provision of this
agreement. resuits in production of oil and/or gas in paying quantinies, this agreement shall conunue in force so long as any such well or
wells produce. or are capable of production. and for an additionai period of 90 days from cessation of all production: provided.
however. if. prior to the expiration of such additionai periorl. one or more of the parnes hereto are engaged in driiling. reworking. deepen-
ing. plugging back. testing or artempting to compiete a weii or wells hereunder, this agreement shail continue in force until such opera-
tions have been compieted and if production results therefrom, this agreement shall continue in force as provided herein. In the event the
well described in Articde VI.A.. or any subsequent weil drilled hereunder, resuits in a dry hole. and no other weil is producing. or capable
of producing oil and/or gas from the Contract Area. this agreement shail terminate uniess drilling. deepening. piugging back or rework-
ing operations are commenced within _9.9___ davs from the date of abandonment of said weil.

It is agreed. however, that the termunauon of this agreement shall not relieve anv party hereto from any liability which has
accrued or attached prior to the date of such terminauon.
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ARTICLE X1V.
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This agreement shail be subiect to the conservation laws of the state in which the Contract Arca is located. to the valid rules.

reguiations, and orders of anv duiv constituted feguiatory body of sud state: any to aif other appicable federai. state. and focal laws. or-
dinances, rules. regulauons. 4nd orders.

B. Governing Law:

This agreement and all matters pertaining hereto. wncluding, but not limited 1o, matters ot performance, non-per g pagy éd"ﬁéxz co

remedies. procedures, rights, duties and interpretation or construction, shall be governed and determined by the taw of the stace or
Ty S T T TS R T T T O O T A T TS I TP O IO U S TS TN f W DT ST O
siwtkpovern.

C. Reguiatory Agencies:

Nothing hercin contaned shall grant, or be cunstrued 10 grant, Operator the right or authority 10 waive or release any rights,
privileges, ur obligatiuns wiich Non Operators may have under tederal or state Jaws or under rules. reguiations or orders promubiated

under such laws in reference (o vil, gas and mincral vperatons., wicludiag the location. operation, or production ot wells, on tracts atfset-
ung or adjacent to the Contract Area.

With respect 10 operations hereunder, Non-Operators agrez to release Operator ifom any and afl losses. damages., injurivs, cluims
and causes of action ansing out of. incident 10 or resulting directiy or indirectdy from Operator 's interpretauun or application of rules,
rulings, regulations or orders of the Department of Energy or predecessor or successor agencies to the exient such interpres wtion ur ap-
plication was made in goud taith. Eaci Non-Operator further cgrees o reimburse Operator lor any amounts applicable w such Non-
Operator's share of peoduction that Operator may e required  refund, rebsce or pay as a result of such an incorrect interpretation or
application, together with interest and penaltics thereon owing by Operator as o result of such incorrect interpretation or application,

Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser
of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the **Crude Oil Windtall Profit Tax Act
of 1980°°, as same may be amended from time to time (**Act”"), and any valid regulations or rules which may be issucd by the Treasury
Department from time to time pursuant to said Act. Each party hereto agrees to furnish any and alf certifications or other information
which is required 1o be furnished by seid Act in a timely manner and in sufficient detail to premit compliance with said Act.

ARTICLE XV.
OTHER PROVISIONS

A. Failure of any party 10 exacute this agreement shall not render it ineffective as 1o any party which does exacute the sume. If
Counierparis (o this agreemen ars executed, the signatures and acknowiedgments of the parties, a{lixed thereto, may be combined by
m&mymm;imeﬂedfunllpumultinglcinnmmem. This agreement aiso may be ratfied by separats

instrument referring hereto, each of which shall have the effect of th: original agreement and of adopling by reference ail of the

B. Notwithstanding anything 10 the contrary in Articte VI.B.2. or VI1.D.2., the share of production from a well which non-consenting
panties shall be deemed (0 have retinquished to consenting pantics in any reworking, deepening, plugging back or completing of a
well; (as such terms ars defined and used in Anticle VI.B.2. and Asticie VIL.D.2.) shail be the non-consenting panities' share of
production only from the intervai or intervais of the formation or formations from which production is obtained or increased as &
result of the operations in which the non-consenting panties did not panticipate. In the event 8 subsequent operation is propased for
such well bx ©One or MO ConseTiing partics prior to recovery of all costs and penaities recoverable from the relinquished interest of

nom-consenting party in said intervai or formation, non-consenting party shall be entitied Lo pasticipate therein to the extent of its
interest prior to relinquishment.

C. Nuwm;mmgmmdhmbontomemwy. nmpmmmayeleawbeamednnmmmmgpmy
in the initial weil to be drilled or recompieted hereunder, The nor enting Ly provisions of Articie VI.B.2a. and b. shall be

[ -

npphable except that for purposes of calculating payout on the iniiial weil, if it is 2 New Mexico Fruitiand Coal weil, and only if, the /)
.Aligure on lines 21 and 22 of Anticle V1.B.2b. shall be repinced with the figures "256%". All other welis remain at %00% .

D. Notwithstanding snything to e contrary cantained in Article VII.B., cach party (contributing party) contributing & lcase or

leases (original lease) (o this agreement shall have the option, but not the obligation, at any time prior to and for sixty (60) days afler

the axpiration of the original'leass to renew such leass and 10 alom: bear the cost and expense thereof and thereby maintain its right,
mhundmmdum«mmmdudedmtheongmﬂmmwmmmoc 1f more than one party owns an interest in

the eriginal lease, the option granted herein shail inure 10 ths beneiit of such parties jointly and severaily. If any pany hereto other
Mmm;my(mmngpmy)mmIemnwyume.uwmmngpmydullmmxﬂ:wmupmym

itemsized statement of the total cast and expense incurred in acquiring such renewal leass. The contributing party shall have sixty
(60) days afier the recemt of such itemized statement 10 reimburse the renewing panty in full. If ths conuributing party makes such
reimbursement. it shalf receive from the renewing party an assigrunent, subject to this agreement, of all right, title and interest in and "
to the renewal leass. if the contributing panty either renews such fease at its expense, or fully reimburses the renewing party, the .
paniiey’ inlerests hereunder in the Contract Area thall remain unchanged. If the contributing panty exercises neither of the options v
provided abovs « shall thercby forfeit its right under this Anicle XIV.D., as o such renewai lease and the renewal lease shail

thereafier be subject 10 all the terms and conditions of Article VILB. hereof. This Article XV.D. shali apply in like manner o -
extensions of leass.

E mwwmuwpmedemdnplmmymmm%tmgwgommgmedqﬂueovaedmﬂw
Contract Area shown on the Exhibit "A”.

i




ARTICLEXV
OTHER PROVISIONS

Through mutuai consent the parties hereto may elect to 1) convert any well drilled hereunder to a disposal well
or any other valuable use, or 2) convey any weil drilled hereunder and associated facilities and equipment to
another party or group of parties and the parues hereto shall share 1n the value receaved and the costs borne due
to such conversion or conveyances as the parties’ interest 1s set forth in Exhibit “A”. except tn any well drilled
hereunder in which 2 party or parues went non-consent in the drilling of such weil and the production from such
well has not egualed the percentage of costs related to such well provided in Arucle VILB.2.. the approvai of
such conversion or convevance ts required only by the Consenung Parties. and costs bomne and the vaiue recetved
due to such conversion or convevance shall be shated by the Consenung Parties in accordance with their cost
bearing share of the driiling of such well.

PRIORITY OF OPERATIONS

If at any time there is more than one operation proposed in connection with any well subject to this agreement,

then uniess all Consennng Parties agree on the sequence of such operaunon. such proposais shail be consxd:nd
and dispased of in the foilowing order of priority:

) A proposal to do additional logging, corinz or tesung;

(2) A proposal to deepen the weil to “authanized depth” if logging and testing in option (1) above indicate
the well bas not reach authorized depth and formauon.

3) A proposal to attempt to complete the weil at the authorized depth in the manner set forth in the AFE
(i.e., in accordance with casing, stimuiation and other completion programs set forth in AFE),

(4) A proposal to attempt to compiete the well at the authorized depth in 2 manner different than as set
forth in the AFE;

(5) For & horizontal well, a proposai to extend the length of the iaterat drain hole for a specified number of
feet in the direction it is drilling with prierity given to the shortest additionai length proposed by any of
the Consenung Parties;

(6) For a horizontal well, a proposai to crill a new lateral drain hole in a different direction at the
authorized depth;

o For a horizontal well, a proposai to drill a new lateral drain hole a different depth, with priority given
in ascending order to objectives above the suthorized depth, and then in descending order to
objecuves below the authorized depth;

(8) A proposai to plug back and attempt 10 compiete the weil at a depth shailower than the authorized
depth, with priority given to objectives in ascending order up the hole;

[¢) A proposai to sidetrack the well to a new target objective, with priority given first in ascending order

to objectives above the authorized depth, and then in descending order to the objectives below the
autharized depth;

(10) A proposal to despen the well below the authorized depth, with priarity given to objectives in

No party may propose any operation with respert to any weil (T) while there is pending a prior proposal for any
operation respectng such well until that proposal is withdrawn or until the operation contempiated thereby has

been completed or (ii) while there is in progress any operation on such weil until such operation has been
campieted.

If, at the time the parties are considering a proposed operation, the well is in such condition, in the Operator’s
judgment, that a reasonably prudent operator would pot conduct such operation for fear of mechanical
difficulties, placing the hole. equipment or personnei in danger of loss or injury, or fear of loss of the well for
any reason without being able to attempt a compietion at the authorized depth, then the proposai shall be given
np pricrity to any proposed operation except for plugging and abandoning the weil.

If:wellbangdnﬂedhmdaxsnhomnmalweﬂ.thmthepmsxonsof!hnammtrchnngw
sidetracking of 8 well shali be of no force and effect.



ARTICLE XV
OTHER PROVISIONS

CONFIDENTIALITY

Operator and each Non-Operator hereby agree w0 keep confidential all information
pertaining to the initial well drilled pursuant to Article VI.A of this Agreement, and that,
without the prior written consent of all parties hereto, the information will not be disclosed
to any person or legal entity not a party to this Agreement for a period of one year
following completion of said well as a well capable of producing or plugging and
abandonment of the same as a dry hole; except that (i) Operator shall have the nght to
make such disclosures and filings as may be mandated by applicable laws, rules,
regulations or orders of governmental authorities having jurisdiction, provided Operator
shall take reasonable steps to maintain the confidentiality of such disclosures and filings to
the extent permitted by such laws, rules, regulatiors or orders, if any, and (ii) each party
hereto shall have the right to disclose such information to any of its affiliates, provided
such affiliate agrees in writing\_to be bound by the confidentiality provisions of this
Agreement. “Affiliate” means any company or legal entity which directly or indirectly
controls the disclosing party, or which is directly or indirectly controlled by the disclosing
party, or which is directly or indirectly controlled by a company or entity which directly or
indirectly controls the disclosing party. “Control” means the right to exercise more than
50% of the voting rights in the appointment of the dlirectors of the applicable company.
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ARTICLE XVIL.
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 asof _18t _____ day of April 19__97

QO VW~ AD W~

-

OPERATOR

\-
Burlington Resources Oil & Gas Company

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

3 NON-OPERATORS

37 *Conoco Inc.

39 BY:

43 Amoco Production Company

15 BY:

49 Total Minatome Corp.

S1 BY:

55 Lee Wayne Moore and JoAnn Montgomery
56 Moore, Trustees

S8 BY:

BY:

63
64 BY:
65 Robert Warren Umbach

67

08
69 BY:

70 George William Umbach

S ...
RGN NN R TR TS
A wihing by e

Auspra i A o 10 ob Fole s Landiren
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NON-OPERATORS CONT.

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

Lowell White Family Trust

Walter A. Steele

Estate of G.W. Hannett

T. G. Cornish

Patricia Hueter

Mary Emily Voller

A. T. Hannett

BY:
Catherine Rugen

Hope G. Simpson Estate

BY:

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

BY:
Minnie A. Fitting

BY:
Robert P. Fitting

BY:
Catherine H. Rumli

Katherine I. White

BY:

BY:
Elizabeth B. Farrington

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

BY:
Walter B. Farnham

BY:
Roy E. Bard, Jr.

BY:
Robert T. Isham
15a




NON-OPERATORS CONT.

BY:
Mary F. Love

BY:
James C. Bard

BY:
William P. Sutter

George S. Isham Trust

BY:

BY:
Albert L. Hopkins, Jr.

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

BY:
Virginia W. Isham

BY:
Eleanor Isham Dunne

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

BY:

Michael Simpson Trust

BY:

Patricia Simpson Trust

BY:

James F. Curtis

Patrick J. Herbert 111

Successor Trustee U/A/D 2-9-79
FBO James F. Curtis

BY:

15a



NON-OPERATORS CONT.

Gwendolyn S. Chabrier

Patrick J. Hertert III

Successor Trustee U/A/D 2-9-79
FBO Gwendolyn S. Chabrier

BY:

William Simpson Trust

Patrick J Herbert II1

Successor Trustee Of The

WM Simpson Trust Dtd 12-17-79

BY:

Henry P Isham Jr., Decd

First Natl. Bank of Chicago-Agent
VW & RT Isham Trustees

UWO Henry P. Isham Jr., Decd

BY:

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

BY:

Martha M Lattner Trust

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

BY:

BY:

Robert D. Fitting

BY:

W. Watson LaForce, Jr.

BY:

J. Robert Jones

BY:

Robert B. Farnham

152



NON-OPERATORS CONT.

BY:

.Charles Wells Farnham, Jr.

BY:

Louis W. Hill, Jr.

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

BY:

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

BY:

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

BY:

Ralph U. Fitring Jr., Trust

BY:

Sabine Royalty Company

BY:

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

BY:

Nancy C. Bard, Lisa Bard Field
Sharon Bard Wailes & Travis
Bard Ind & Collectively As

Co Trustees U/C/O Dtd 10-7-86

BY:

1%a



NON-OPERATORS CONT.

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

BY:

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

BY:

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

BY:

BY:

Diane Derry

BY:

Joan Derrv

Anthony Bard Boand

BY:

BY:

Dorothy M. Derry

Keyes Baber Properties
C/0O TX Commerce Bank Midland
Acct #50-15%2-00

BY:

BY:

George A. Ranney

BY:

Fredrick F. Webster, Jr.

(FKA Webster Properties Partn.)

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

BY:

152



NON-OPERATORS CONT.

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

BY:

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

BY:

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

BY:

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

BY:

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

BY:

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

BY:

Margaret Stuart Hart

Northern Trust Bnk/Lake Forest

& Margaret Stuart Hart Co-Trustee
U/A Robert Douglas Stuart

BY:

Robert Douglas Stuart Jr.
Northern Trust Bank/Lake Forest
& Robert Douglas Stuart Jr,

. Co-Trustee U/A Robert D. Stuart

BY:

15a



NON-OPERATORS CONT.

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

BY:

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

BY:

15a



ACKNOWLEDGMENTS

STATE OF NEW MEXICO )
) ss.
COUNTY OF SAN JUAN )

The foregoing instrument was acknowledged before me this | day of
, 1997, by Robert T. Kennedy, Attorney-in-Fact, of Burlington Resources
Oil & Gas Company, a Delaware corporation, for and on behalf of said corporation.

Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1997, by , , of
, 8 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.
Notary Public

My Commission Expires:




ACKNOWLEDGMENTS CONT.

STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1997, by , an individual.

Notary Public

My Commission Expires:




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 9: Lots 1-12, N/2 N/2

San Juan County, New Mexico
containing 636.01 acres, more or less

RESTRICTIONS, IF ANY, AS TO DEPTHS OR FORMATIONS:

Limited to all depths below the Dakota formation.

ADDRESSES AND WORKING PERCENTAGE INTERESTS OF PARTIES TO
THIS AGREEMENT:

Burlington Resources Oil & Gas Company OPERATOR
c/o Land Department 10.311905%
P.O. Box 4289

Farmington, New Mexico 87499
Main # 505-326-9700
Fax # 505-326-9781

NON-OPERATORS

Working Interest Owners GWI

CONOCO INC. 10.311905%
10 DESTA DRIVE , SUITE 100W
MIDLAND, TX 79705-4500

AMOCO PRODUCTION COMPANY 10.175500%
P.O. BOX 800
DENVER, CO 80201

TOTAL MINATOME CORP. 3.553900%
2 HOUSTON CENTER, SUITE 2000

909 FANNIN

P.0. BOX 4326

HOUSTON, TX 77210-4326

LEE WAYNE MOORE 0.294805%
AND JOANN MONTGOMERY MOORE, TRUSTEES

403 N. MARIENFIELD

MIDLAND, TX 79701



EXHIBIT “A” CONT.

GEORGE WILLIAM UMBACH
2620 S. MARYLAND PKWY. #496
LAS VEGAS, NV 89109

ROBERT WARREN UMBACH
P.O. BOX 5310
FARMINGTON, NM 87499

LOWELL WHITE FAMILY TRUST

C/O SUNWEST BANK OF ALBUQUERQUE, N.A.

ATTN: CATHERINE RUGEN
P.O. BOX 26900
ALBUQUERQUE, NM 87125-0500

WALTER A. STEELE

C/O SUNWEST BANK OF ALBUQUERQUE, N.A.

ATTN: CATHERINE RUGEN
P.O. BOX 26900
ALBUQUERQUE, NM 87125-6900

ESTATE OF G. W. HANNETT

C/O SUNWEST BANK OF ALBUQUERQUE, N A.

ATTN: CATHERINE RUGEN
P.0. BOX 26900
ALBUQUERQUE, NM 87125-6900

T. G. CORNISH

C/0 SUNWEST BANK OF ALBUQUERQUE, N.A.

ATTN: CATHERINE RUGEN
P.O. BOX 26900
ALBUQUERQUE, NM 87125-6900

PATRICIA HUETER

C/0 SUNWEST BANK OF ALBUQUERQUE, N.A.

ATTN: CATHERINE RUGEN
P.0. BOX 26900
ALBUQUERQUE, NM 87125-6900

MARY EMILY VOLLER

C/0O SUNWEST BANK OF ALBUQUERQUE, N.A.

ATTN: CATHERINE RUGEN
P.0. BOX 26900
ALBUQUERQUE, NM 87125-6900

A. T. HANNETT

C/0O SUNWEST BANK OF ALBUQUERQUE, N.A.

ATTN: CATHERINE RUGEN
P.0. BOX 26900
ALBUQUERQUE, NM 87125-6900

HOPE G. SIMPSON

C/O SIMPSON ESTATES INC.
30 N. LASALLE, STE 1232
CHICAGO, IL 60602-2504

.369518%

.369518%

.037019%

.037019%

.030850%

.024680%

.006171%

.006170%

.006170%

0.651006%



EXHIBIT “A” CONT.

NANCY H. GERSON (FKA NANCY H. HASKENS)

1555 ASTOR ST.
CHICAGO, IL 60610

MINNIE A FITTING

ROBERT P. FITTING

P.O. BOX 2588

SIERRA VISTA, AZ 85636-2588

CATHERINE H. RUML
P.O. BOX 297
SOUTH STRAFFORD, VT 05070-0297

KATHERINE 1. WHITE
C/O JOHN BEATY

BAETY HAYNES & ASSOCIATES INC.

2 WISCONSIN CIR., STE 400
CHEVY CHASE, MD 20815-7006

ELIZABETH B. FARRINGTON
12 MURRAY HILL SQUARE
MURRAY HILL, NJ 07974

MARY S. ZICK (FKA NANCY S. ZICK)
418 W.LYON FARIN
GREENWICH, CT 06831

WALTER B. FARNHAM
P.0. BOX 494
NORWOOD, CO 81423-04%94

ROY E. BARD, JR.
508 S PARKWOOD AVE
PARK RIDGE, IL 60068

ROBERT T. ISHAM
335 HOT SPRINGS RD.
SANTA BARBARA, CA 93108

MARY F LOVE
4005 PINOLE VALLEY RD.
PINOLE, CA 94564

JAMES C. BARD
7454 N. DESERT TREE DR.
TUCSON, AZ 85704

WILLIAM P. SUTTER
THREE FIRST NATL PLAZA
ROOM 4300

CHICAGO, IL 60602

0.456838%

0.934458%

0.456838%

1.522308%

0.164464%

0.685295%

0.102790%

0.164464%

1.205033%

0.102790%

0.164464%

0.685295%



EXHIBIT “A” CONT.

GEORGE S. ISHAM TRUST 1.205003%
1070 N. ELM TREE RD
LAKE FOREST, IL 60045

ALBERT L. HOPKINS JR 0.456838%
P OBOX 67
DANBURY, NH 03230-0067

KAY B. GUNDLACH (FKA KAY B. TOWLE) 0.164464%
FEARINGTON POST 247
PITTSBORO, NC 27312

VIRGINIE W. ISHAM 0.602501%
P O BOX 307
LAKE FORREST, IL. 60045

ELEANOR ISHAM DUNNE 1.525335%
728 ROSEMARY RD.
LAKE FOREST, IL 60045

JOHN M SIMPSON & WILLIAM 3.906037%
SIMPSON TR U/W JAMES SIMPSON J.

C/0 TRUST CO OF NEW YORK

ATTN: BARRY WALDORF

114 WEST 47TH STREET

NEW YORK, NY 10036

MICHAEL SIMPSON TRUST 2.996042%
C/0 U S TRUST CO OF NEW YORK

ATTN: BARRY WALDORF

114 WEST 47TH STREET

NEW YORK, NY 10036

PATRICIA SIMPSON TRUST 2.996042%
C/O U S TRUST CO OF NEW YORK

ATTN: BARRY WALDORF

114 WEST 47TH STREET

NEW YORK, NY 10036

JAMES F CURTIS 0.651006%
PATRICK J HERBERT 111

SUCCESSOR TRUSTEE U/A/D 2-9-79

FBO JAMES F CURTIS

C/O SIMPSON ESTATES

30 N LASALLE STE 1232

CHICAGO, IL 60602-504

GWENDOLYN S. CHABRIER 0.651006%
PATRICK J. HERBERT 111

SUCCESSOR TRUSTEE U/A/D 2-9-79

FBO GWENDOLYN S. CHABRIER

C/O SIMPSON ESTATES

30 NLA SALLE ST #1232

CHICAGO.IL 60602-2503



EXHIBIT “A” CONT.

WILLIAM SIMPSON TRUST 1.953018%
PATRICK J HERBERT III

SUCCESSOR TRUSTEE OF THE

WM SIMPSON TRUST DTD 12-17-79

30 NLASALLE STE 1232

CHICAGO, IL 60602-2504

HENRY P ISHAM JR DECD 0.602501%
FIRST NATL BANK CHICAGO AGENT

VW & RT ISHAM TRUSTEES

UWO HENRY P ISHAM JR DECD

1400 ONE DALLAS CENTER

DALLAS, TX 75201

CORTLANDT T. HILL TRUST 0.411162%
1ST TRUST NA & GAYLORD W

GLARNER TRSTEE UA DTD 9/16/74

C/O COLORADO NATIONAL BANK

PO BOX 17532 (CNDT 2332)

DENVER, CO 80217

MARTHA M LATTNER TRUST 1.027904%
JAMES E PALMER SUCCESSOR

TRUSTEE U/T/A DTD 2/21/63

FBO MARTHA M LATTNER SETTLOR

PO BOX 29352

SAN FRANCISCO, CA 94129-0352

ROBERT D. FITTING 0.93445%9%
# 406 N. BIG SPRINGS #200
MIDLAND, TX 79701

W. WATSON LAFORCE JR 1.111146%
PO BOX 353
MIDLAND, TX 79701

J. ROBERT JONES 1.868917%
1205 W PECAN
MIDLAND, TX 79705

ROBERT B. FARNHAM 0.102790%
ST MARYS POINT

16757 S. 25TH ST

LAKELAND, MN 55043

CHARLES WELLS FARNHAM JR 0.102790%
ST MARYS POINT

16825 S. 25TH ST

LAKELAND, MN 55043

LOUIS W. HILL JR 2.466971%
PO BOX 64704
ST. PAUL, MN 55164



EXHIBIT “A” CONT.

RALPH A BARD JR , TRUSTEE 1.233484%
(FKA RALPH A. BARD, JR. TRUST)

U/A/D FEBRUARY 12, 1983

SUITE 2320

135 S. LA SALLE ST.

CHICAGO, IL 60603-4108

RALPH AUSTIN BARD JR. 8.061201%
(FKA RALPH A. BARD, JR. TRUST)

TRUSTEE U/A/D 7-25-49

135 S. LA SALLE STREET

SUITE 2320

CHICAGO, IL 60603-4108

GUY R. BRAINARD JR. TRUSTEE, OF 0.251294%
THE GUY R. BRAINARD JR TRUST

DATED 9/9/82

RR 6 BOX 281

BROKEN ARROW, OK 74014

RALPH U. FITTING JR, TRUST 3.737834%
PO BOX 782
MIDLAND, TX 79702

SABINE ROYALTY TRUST 0.626723%
C/O PACIFIC ENTERPRISES

ABC CORPORATION

ATTN: SARA WILLIAMS

3131 TURTLE CREEK BLVD.

DALLAS, TX 75219

JUDITH SHAW TRUST 1.021342%
U/A/D 4-14-66

THOMASVILLE RT. BOX 60-B

BIRCH TREE, MO 65438

NANCY C. BARD LISA BARD FIELD 0.164464%
SHARON BARD WAILES & TRAVIS

BARD IND & COLLECTIVELY AS

CO TRUSTEES U/C/O DTD 10-7-86

609 RICHARDS LAKE RD.

FT COLLINS, CO 80524

ELIZABETH T. ISHAM TRUST 0.822323%
ROBERT T. ISHAM & G.S. ISHAM &

FIRST NATL BANK OF CHICAGO TRUST

8150 N. CENTRAL EXPY, STE 1211

DALLAS, TX 75206-1831

ROGER D. SHAW JR, TRUST 1.268039%
U/A/D 8-27-62

THOMASVILLE RT. BOX 60-B

BIRCH TREE, MO 65438

WILLIAM W. SHAW TRUST 1.268039%
U/A/D 12-28-63

THOMASVILLE RT BOX 60-B

BIRCH TREE. MO 65438



EXHIBIT “A” CONT.

DIANE DERRY
736 HINMAN AVE #1W
EVANSTON, IL 60202

JOAN DERRY
P.O. BOX 866
TESUQUE, NM 87574

ANTHONY BARD BOAND
BANK OF AMERICA ILLINOIS
ATTN: DEAN KELLY

PO BOX 2081

CHICAGO, IL 60690

DOROTHY M. DERRY
2648 E WORKMAN AVE,, STE 211
W. COVINA, CA 91791

KEYES BABER PROPERTIES

C/0 TX COMMERCE BANK MIDLAND
ACCT #50-1532-00

PO BOX 209829

HOUSTON, TX 77216

GEORGE A. RANNEY
17370 WEST CASEY ROAD
LIBERTYVILLE, IL 60048

FREDERICK F. WEBSTER JR

(FKA WEBSTER PROPERTIES PARTN)
945 WOODLAND DRIVE

GLENVIEW, IL 60025

F F WEBSTER IV TRUST ESTATE
(FKA WEBSTER PROPERTIES PARTN)
C/0 COLORADO NATL BANK

P.0. BOX 17532

DENVER, CO 80217

JOHN 1. SHAW JR TRUST
U/A/D 1-2-57

THOMASVILLE RT BOX 60-B
BIRCH TREE, MO 65438

SUSANNE SHAW TRUST
U/A/D 9/11/53
THOMASVILLE RT BOX 60-B
BIRCH TREE, MO 65438

ARCH W. SHAW II TRUST
U/A/D 2/1/71

THOMASVILLE RT BOX 60-B
BIRCH TREE, MO 65438

BRUCE P. SHAW TRUST
U/A/D 6/8/72

THOMASVILLE RT BOX 60-B
BIRCH TREE, MO 65438

0.139272%

0.139272%

0.414787%

0.139272%

2.225319%

0.520756%

0.308371%

0.308371%

1.083016%

1.083016%

1.083016%

1.083016%



EXHIBIT “A” CONT.

NORMAN L. HAY JR,, TRUSTEE OF THE
NORMAN L. HAY JR GS TRUST

3208 ELDON LN

WACO, TX 76710

EDWARD L. RYERSON JR TRUST
(FKA EDWARD L. RYERSON)
CAMBRIDGE TRUST CO TRUSTEE
ATTN: DAVID STRACHAN

1336 MASSACHUSETTS AVE
CAMBRIDGE, MA 02138-3829

MARGARET STUART HART

NORTHERN TRUST BANK/LAKE FOREST

& MARGARET STUART HART CO-TRUSTEE
U/A ROBERT DOUGLAS STUART

PO BOX 226270

DALLAS, TX 75222

ROBERT DOUGLAS STUART JR
NORTHERN TRUST BANK/LAKE FOREST
& ROBERT DOUGLAS STUART JR
CO-TRUSTEE U/A ROBERT D. STUART
PO BOX 226270

DALLAS, TX 75222

ANNE STUART BATCHELDER, TRUST.
FIRST NATL BANK OF CHICAGO &
U/A ROBERT DOUGLAS STUART
ATTN: GAYLE COTTON

8150 N CENTRAL EXPY STE 1211
DALLAS, TX 75206

HARRIET STUART SPENCER

FIRST NATL BANK OF CHICAGO &

U/A ROBERT DOUGLAS STUART TOTAL
ATTN: GAYLE COTTON

8150 N CENTRAL EXPY, STE 1211

DALLAS, TX 75206

0.832603%

0.520755%

0.774329%

0.774329%

0.774329%

0.77432%%

100.000000%



EXHIBIT "B"

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

Recommended by the Council

it 601 80X 800 of Petroleum Accountonts
' TULSA OK 74101 Societies pupﬂs
! -
EXHIBIT R
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,

ACCOUNTING PROCEDURE
JOINT OPERATIONS

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” shail 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 empioyed on the Joint Property in a field operating capacity.
“Technical Emplovees” shall mean those employees having special and specific engineering. geoiogical 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 A :zcountants Societies.

1o

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 identifv the authority for expenditure.
lease or facilitv. and all charges and credits summarized by appropriate classifications of investment and expense except

that items of Controliable Material and unusual charges ard credits shall be separately identified and fully described in
detail.

3. Advances and Pavments 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 th: Non-Operators.

B. Each Non-Operator shall pay its proportion of all bil's within fifteen (15) days after receipt. If payment is not made
within such time. the unpaid balance shall bear interest monthlv at the prime rate in effect at _Iexas Commerce
, Houston, Texas on 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

Pavment of anv 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 vear shall con-
clusivelv be presumed to be true and correct after twenty-four (24) months following the end of any such calendar vear,
unless within the sard twenty-four (24) month period a Nan-Operator takes written exception thereto and makes ciaim on
Uperator for adjusiment. No adjustment favorable to Operator shall be made uniess it is made within the same prescribed

period. The provisions of this paragraph shall not prevent adjustments resuiting from a physicai inventory of Controllable
Materiai as provided for in Section V.

COPYRIGHT® 1985 by the Counci. of Petroleum Accountants Societies.
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.

Audits

A. A Non-Operator. upon notice in writing to Operator and all other Non-Operators. shall have the right w audit Opera-
tor's accounts and records relating to the Joint Account for any calendar vear within the twentv-four (24) month
period following the end of such calendar year: provided. however. the making of an audit shail 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
1. Where there are two or more Non-Operators. the Non-Uperators shall make every reasonable effort 1o conduct a
joint audit in 2 manner which wili result in 2 mmimum of inconvenience to the Operator. Operator shalf 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 QOperator. and shall be made at the expense of those Non-Operators approving such audit.

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

Approval By Non-Operators

Where an approval or other agreement of the Parties or Non-Cperators is exprgssly 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 controiling on all Non-Operators.

.

I1. 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 resuit of governmentat or regulatory requirements o satisfv 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 appiicable laws and regulations,

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

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 directiy empioyed
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 chargeabie to the Joint Account under Paragraph 3A of this Section [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 II. If percentage assessment
is used. the rate shall be based on the Operator’s cost ¢xperience. .

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable
to Operator's costs chargeable to the Joint Aceount under Paragraphs 3A and 3B of this Section I1.

D. Personal Expenses of those emplovees whose salaries and wages are chargeable to the Joint Account under Paragraph
3A of this Section 1.

Employee Benefits

Operator’s current costs of established plans for emplovees 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 i1 shall be Operator’s actual cost not to exceed the percent most recent-
ly recommended by the Council of Petroleum Accountants Societies.

Material

Materiai 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 requ;red for immediate use and is reasonably practical
and consistent with efficient and economical operations. The accumulation of surplus stocks shall be avoided.
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 Cperator'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 uniess agreed to by the Parties.

iy
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12,

13.

14.

15.
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B. If surplus Material is moved to Operator’s warehouse or other storage point. no charge shali _be made to the Joint Ac-
count for a distance greater than the distance to the nearest reliable supply store where Ilk_e 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 Materiai 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 iess excluding accessorial charges. The $400 wiil be adjusted 10 the amount most
recently recommended by the Council of Petroleum Accountants Societies.

Services

The cost of contract services, equipment and utilities provided by outside sources. except services excluded by Paragraph
10 of Section II and Paragraph i. ii. and iii, of Section 1II. 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 consuitant 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.

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 cosis of maintenance. repairs. other operating expense.
insurance. taxes. depreciation, and interest on gross investment less accumulated depreciation not to exceed

tweive _ 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 Property less 20%. For automotive equipment, Operator may elect to use rates published by the
Petroleum Motor Transport Association.

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement cf 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.

Legal Expense

Expense of handling. investigating and settling litigation or claims. discharging of liens, 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 III unless otherwise agreed to by the Parties, except as provided in Section I. Paragraph
3.

Taxes

All taxes of every kind and nature assessed or levied upon ¢r in connection with the Joint Property. the operation thereof,
or the production therefrom. and which taxes have been pa.d 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.

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 Ovperator may act as self-insurer for Worker's Compensation and/
or Empiovers Liability under the respective state’s Jaws. 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.

Abandonment and Reclamation

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

Communications

Cost of acquiring, leasing. installing, operating, repairinz and maintaining communication systems. includir_:g radio and
microwave facilities directly serving the Joint Property. In 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 II.

Other Expendifures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II. or in Section III 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.
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11I. 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:

&x) Fixed Rate Basis. Paragraph 1A. or
( ) Percentage Basis. Paragraph 1B

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 II. 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 III uniess 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 Ernployees and/or the cost of professional consultant services
and contract services of technical personnel directly empioyed on the Joint Property:

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

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

#X) 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 compietion of the well is released. whichever is later, except
that no charge shall be made during suspension of drilling or compietion 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 drilling 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 weil 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 hole shall

be considered as a one-well charge providinz 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.

(3) All other inactive weils (inciuding but not .imited to inactive wells covered by unit allowable, iease 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 vear 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 iast calendar vear compared to the caiendar year preceding as shown by the index
of average weekly earnings of Crude Petroleum and Gas Production Workers as published by the United States
Deparument of Labor. Bureau of Labor Statistics. or the equivaient 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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LIPAG

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

(a) Development

(b} Operating

Percent ( %) of the cost of operating the Joint Property exciusive of costs provided under
Paragraphs 2 and 10 of Section II. all saivage credits. the value of injected substances purchased for secondary

recoverv 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 1B of this Section 111, development
shali inciude 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 III. All other costs shall be considered as operating.
\.
2.  Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction angi 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 $§ 25,000.00 :
A5 %of first $100.000 or total cost if less, plus

B. 3 %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 driiling and workover wells and artificial lift equipment shail be
excluded.

i
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. whiqh 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 shail charge the Joint Account for overhead based on
the following rates:

A 5 ____ %of total costs through $100.000; plus

B.___3 __ %of total costs in 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 III shall appiy.

4. Amendment of Rates

The overhead rates provided for in this Section III 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 shali provide all Material for use on the Joint Property: however, at Operator's
option. such Material may be supplied by the Non-Operater. Operator shall make timely disposition of idle and/or surpius
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 tc purchase. interest of Non-Operators in surptus condition A or B
Material. The disposai of surplus Controllable Material not purchased by the Operator shail be agreed to by the Parties.

1. Purchases

Materiai 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.

1o

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:

-5.’




A. New Material (Condition A)

(1) Tubular Goods Other than Line Pipe

2

3

(4)

(2) Tubular goods. sized 2% inches OD and larger. except line pipe. shall be priced at Eastern mill published

{b)

(c)

(d)

carioad base prices effective as of date of movement pius 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. Chio and casing from Youngstown,
Ohio.

For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus trans-
poriation cost from that mill to the railway receiving point nearest the Joint Property as provided above in
Paragraph 2.A.(1Xa). For transportation cost from points other than Eastern mills. the 30.000 pound Oil Field
Haulers Association interstate truck rate shall be used.

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 Hatiers Association interstate 30.000 pound truck rate, to
the railway receiving point nearest the Joint Proper:y.

Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.0.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.

Line Pipe

(a)

(b)

(c)

(d)

Line pipe movements (except size 24 inch OD and larger with walls % inch and over) 30.000 pounds or more

shall be priced under provisions of tubular goods pricing in Paragraph A.(1Xa) as provided above. Freight
charges shall be calculated from Lorain. Ohio.

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 mill published carioad 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.(1Xa) as provided above. Freight charges shall be calculated from Lorain. Ohio.

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.

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

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.

Unused new Material, except tubular goods. moved from the Joint Property shall be priced at 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 appiicable. to the railway receiving point nearest the Joint Property.
Unused new tubulars will be priced as provided abova 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:

99)

2

(3)

Material moved to the Joint Property

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

Material used on and moved from the Joint Property

(a)

(b)

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

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.

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 eost 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 shail be charged to the receiving property, provided Condition C value plus cost of reconditioning
does not exceed Condition B value,




{2) Condition D

Material. excluding junk. no longer suitable for its or.ginal 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-
pgrablg 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 raay 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 conditipn and(or value of such Material is not
equivalent to that which would justify & price as provided above may be specially priced as agreed to by the Parties.
Such price should resuit 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 shall 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 III, Paragraph 1.A(3). Each vear. the
rate calculated shail 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.

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.

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 =t 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.

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.

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 selier and the purchaser shall be governed by such inventory. In cases involving a change
of Operator. all Parties shall be governed by such inventory.

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.

Ay




Section III, Overhead Addendum:

Loiv, The parties agree the overhead rates shall include. but not be fimited
to, the following functions, regardless of whether performed by Operator,
Operator’s Affiliates. or by third partes:

Administrative & Accounting

Accounting & Disbursing

Producer gas balancing

Taxes

Office services

Billing & Collection

Data processing (other than computer production controi)
Human Resources

Accounting systems and procedures
Auditing «

Operatons Support Functions

Coordination, planning & follow-up

Design & drafting

Mateniais procurement

Inventory taking and reconciliation

Gas dispatching and control

Obtaining permits, certificates

Warehousing

Off-site environmental compliance & reporting

Technical Employees and other iabor not permitted as a direct charge
under Section I1.3 or Section IT1.1 (ii) and (iii).

Field office expenses associated with engineenng and
administrative/accounting personnel located in the field.

Generai Management
Supervision or manageraent not permuirted as a direct charge in Section I1.3

Contract Negotiations (including, but not limited to, negotiations with
vendors, contractors, landowners, mineral owners, etc.)

Legal Services not permitted as a direct charge under Section I1.10.
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"ONSHORE*®

EXHIBIT "D-1"

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 of, in connection with, or resuiting from the operations provided hereunder,
Operator shall maintain in force during the entre period of this agreement the followmg Schedule A
insurance coverage for the benefit of the joint account. Schedule B coverages are the minimum 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 of any 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 Liabiity,
Products and Compieted 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/ Combined Single Limit
Property Damage Liability Per occurrence of $1,000,000
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c. Controi of Well inciuding Clean-
Up, Containment. Seepage, Pollu-
tion. Contamination, and Rednlling
Expense (This coverage is maintained
for the term of the agreement.)

EXAMPLE.

Note:

A Non-Operator owning a 30%
working interest in the Joint
Account properties is required
to carry a minimum 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
31,000,000 coverage.

If a Non-Operator elects not

to purchase Control of Well
coverage direct to protect

his working interest, he may
elect to participate in Oper-
ator's coverage at a premium
rate heretofore determined

by Operator and available to

all Non-Operators upon request.

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

e. 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 exciusion 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

Per oc:currence of each working
interest owner's share of
$5,000.000, but not iess than
$1,000.000

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

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

Operator may include the Schedule A coverage for the joint account under its seif insurance program

provided Operator complies with applicable faws, and in such an event Operator shall charge 1o the Joint
Account manual rate premiums.

Operator, as a working interest owner, shall also obtain for his own account the minimum 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 1o 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 inciude a waiver of subrogation against
the other Parties in respect of their interest hereunder. Joint Account deductibles and uninsured losses shall
be bome 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 specifyving Schedule B ccverage 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, (i) 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 $250,000.

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.
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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.

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

a. Worker's Compensation Insurance in accordance with laws of
governmental bodies having jurisdicion 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-
msurance 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.

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.

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

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.

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 &

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 Commission, 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.

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

® "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.

(8)  "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.

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

Q)] The "Percentage Ownership" of each Party is equal to that Party's percentage or
fracuonal interest in a Well. as determined under the terms of the Operaung 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 2 monthly or
cumulative basis, if it had disposed of its Percentage Ownership of Gas from that Well.

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

ARTICLEII
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 lease(s) 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 Il
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
Owmership 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 Inorder to make up an Imbalance. each Underproduced Party in a Well shall have the right.

after twenty (20) days written nouce to all parties. to produce and dispose of Make-Up Gas. subject to the
following rules:

(a) An OQverproduced Party shall nct be required to furnish Make-Up Gas uniess 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 (3as which can be produced from a Well 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 k‘so%) of such Overproduced Party's Percentage Ownership of Gas
which can be produced from a Well; and

(d)  Ifthere 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)  Ifthere 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 ¢f Make-Up Gas that month.

4.02 The provisions of this Article I'V 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 dzny 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 shall 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
curmulative Imbalance of all Parties in each Well at the end of each month during such quarter. In the event
that production from each Well is not separately measured, then the Operator will allocate 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
tima-ta-time.
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5.03 Each Party shall retain all data. information and records pertaining to the Gas taken and
disposed of by such Party in a Well during periods of Imbalance hereunder. including, but not limited to.
records pertaining to the voiumes 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 V1
Cash Settlement of Imbalance

6.01 “"Upon (i) approval of all parties owning a working interest in the well 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 well 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 pnme rate of interest in effect from time to time of Chemical Bank, N.Y., from date due untl date
paid. Net price for cash settiements 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 ievies 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, inciuding 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 Qverproduced 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, including 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 paries 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, consolfidation, or saie 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.

— e s ————— e - —————— - ———————s e e e e



Exhibit “E” continued
Page 5 of 5

ARTICLE VII
Costs and Ownership of Liquids

All operating risks. expenses and liabilities shall te bome 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 Mezsurement 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 VIII
Indemnitv

Each Party hereby indemnifies and agrees to hold the other Parties harmiess from all claims which
may be asserted by any third party arising out of the operation of this Agreement and the performance of
the indemnifying 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 IX
Pavment of Lease Burden

Unless otherwise required by provisions of a iease, agreement or statute, ruie, reguiation 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 shall hold the other Parties free from any liability
therefor. The Party or Parties actually taking and disposing of Gas from a Well shall be responsibie for and
shall pay all production severance or similar taxes, fees or levies on such production.

ARTICLE X

Any notices or other communications required or permitted hereunder shall be in writing and shall

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.

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

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

(1

@

€)

@

()

(6)

)

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: Empioyment, upgrading, demotion,
or transfer, recruitment ar recruitment advertising; layoff or termination; rates of pay or
other forms of compensaiion; 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.

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.

The Operator will send to each labor unicn 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.

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.

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.

In the event of the Operator's non-comipliance 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.

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 wiil be binding upon each subcontractor or
vendor. The Operator will take such action 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 invoived 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 Commuttee, Federal
Depot, Jeffersonville, Indiana, within thirty (30) days of the date of contract award if such
report has not been filed for the currert year and otherwise comply with or file such other
compliance reports as may be required under Executive Order 11246, as amended, and
Rules and Reguiations adopted hereuncler.

Operator further acknowiedges 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.

IL CERTIFICATION OF NON-SEGREGATEL 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 permuitting 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.

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.

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

I 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 heaith standards under
the Williams-Steiger Occupational Safety and Health Act of 1970. Such safety and heaith

standards shall apply to all subcontractors and their employees as well as to the prime contractor
and its employees.
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IV.  VETERAN'S PREFERENCE

Operator agrees to comply with the following insofar as contracts it lets for an amount of $10,000
or more or which wiil generate 400 or more man-days of employment (each man-day consisting of
any day in which an emplovee 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 contractor agrees that all employment openings of the
contractor which exist at the time of the execution of this contract and those which occur
during the performance of this contract, including those not generated by the contract and
including those occurring at an establishment of the contractor other than the one wherein
the contract is being performed, but excluding those of independently operated corporate
affiliates, shall, to the maximum extent feasible, be offered for listing at an appropriate iocal
office of the State employment service system wherein the opening occurs and to provide
such periodic reports to such local office regarding empioyment openings and hires as may
be required: Provided, that this provision shall not apply to openings which the contractor
fills from within the contractor's organization or are filled pursuant to a customary and
traditional employer-unionhiring arrangement and that the listing of empioyment openings
shall involve only the normal obligations which attach to the placing of job orders.

(2)  The contractor agrees to place the above provision in any subcontract directly under this
contract."

V. CERTIFICATION OF COMPLIANCE WITH ENVIRONMENTAL LAWS

Operator agrees to comply with the Clean Air Act (42 U.S.C. Sec. 1857) and the Federal
Water Pollution Control Act (33 U.S.C. Sec. 1251) when conducting operations involving

nonexempt contracts. In all nonexempt contracts with subcontractors, Operator shall
require:

(1) No facility is to be utilized by Subcontractor in the performance of this contract with
Operator which is listed on the Environmental Protection 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 Subcontractor to Operator of any

communication indicating that any such facility is under consideration to be included on the
EPA List of Violating Facilities.

(3)  Subcontractor shall comply with all requirements of Section 114 of the Clean Air Act (42
U.S.C. Sec. 1857) and Section 308 cf the Federal Water Pollution Controt Act (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 Subcontractor's non-
exempt subcontracts, and Subcontractor shall take such action as the Government may
direct as a means of enforcing such provisions. See 40 CFR Sec. 15.4 & 5.




