
BURLINGTON 
RESOURCES 
SAN JUAN DIVISION 

CERTIFIED MAIL-RETURN RECEIPT 

To Working Interest Owners 
(see attached Exhibit "A") 

April 29, 1997 

BEFORE EXAMINER CATANACH 

OIL CONSERVATION DIVISION 

r EXHIBIT NO. 

CASE NO. 

RE: Scott # 24 Well 
Pennsylvanian formation 
Proposed 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 
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 on the attached Exhibit "A". 

An Operating Agreement is enclosed for your review and approval. 

I f 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 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, 

fames 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: 



AFE No.: 

BURLINGTON RESOURCES 
Farmington Region 

Post Office Box 4289 
Farmington, New Mexico, 87499 

(505) 326-9700 

AUTHORITY FOR EXPENDITURE 

Property Number: Date: 2720/97 

Lease/Well Name: S c o t t #24 DP Number: 

Field Prospect: San Juan Basin Penn 

Location: Sec.9.T31N. R10W 

Operator: Burlington Resources Region: Farmington 

County: San Juan State: NM 

AFE Type: 1 - New Drill Original: X Supplement: 

Objective Formation: Pennsvivanian 

Addendum: API Well Type: 

Authorized Total Depth (Feet): 14.000' 

Project Descnption: 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 

Drilling Workover/ 
Dry Hoie Suspended Completion 

Construction 
Facility Total 

Days: 58 2 12 0 72 
This AFE: S1.713.800 S77.100 $407,073 $119,000 $2,316,973 

Prior AFE's: 

TOTAL COSTS: 

0 $0 Prior AFE's: 

TOTAL COSTS: $1.713.800 S77.100 $407,073 $119,000 $2,316,973 

Prior AFE's: 

TOTAL COSTS: 

JOINT INTEREST OWNERS 

Working Interest 
Company: Percent Dry Hole $ Completed $ 

Burlington Resources 
Trust: 

Others 

AFE TOTAL: 

10.311905Z 
0.00% 

9Q.fifi9')'.0~ 
100.00% 

s 17f..7?'i 
0 

$1.064.514 
$1,713,800 

s 218,976 
$0 

$ 2 . 1 0 1 . 7 S 7 
$2,316,973 

. BURLINGTON RESOURCES APPROVA' 
Approved: f T Y j ^ f J - J _ Approved: 

Title: L . j / i K 

A p p r o v e d : ^ ^ ^ ^ . £ d . > Approved. 

Date:^ 

Title: ^ L ^ U A ^ - Date; Title: U. # ^ Date: <Y/r<r/?p 

PARTNER APPROVAL 

Company Name: Date: 

Authorized By: Title: 



Meridian Oil inc 
Completion Estimice 

Well Name: Scott #24 x Prepared Bv: C. E. Lane L 
Location: 31N-IOW-Sec. 9 Date: 3/17/97 
AFE Type: New Drill-01 Approved By. 
Formation: Pennsvivanian Date: 

Intangible Costs 

Account 
Number 

Estimated Days: 15 
Total 

Estimated 
Cost 

249 
02 Location. Roads or Canals S100 
03 Construction and Maintenance S5.000 
04 Surface Restoration S9.000 
05 Move-in. Move-out S6.250 
06 Fees of Contractor - Foota&e SO 
07 Fees of Contractor - Davworfc S59.950 
08 Fire and Safety Equip. S8.500 
09 Drilling Fluid Svstem - Liquids 
10 Cas and Air Drilline S25.000 
11 
12 Specialty Fluids and Chemicals S500 
14 Salt/Brine Water S2.500 
15 Onsite Disposal Svc 
16 Fresh Water SI 5.000 
17 Bits S750 
18 Primary Cement <fc Svc's so 
19 Remedial Cementmi S2.000 
23 Fuel / Electncitv S2.2J0 
24 BOP & Wellhead RemalsrfSurface) S6.000 
2J Drill Work Strain Rentals S 1.500 
26 Fishing Tool Rentals SO 
27 Tank Rentals S4.000 
28 Other Rental S3.500 
29 Transportation S2.250 
30 OSsite Disposal Service 
33 Tubular Inspection Si.000 
34 Cased Hole Services S30.000 
36 Production Testine 
37 Swabbing & Coiled Tubine 
38 Stimulation SI 0.000 
39 Fracturing S50.000 
40 Casing Crews and Livdown 
41 Gravel Pack'Sand Control 
42 BOP Testirat 
43 Consultants SI 0.650 
44 Technical Contract Svc. 
45 Roustabout Labor S3.000 
46 Miscellaneous S450 
48 Communication Svstems ssoo 
49 Packer Rental S2.200 
50 Pumping Charges 
60 Oper. Owned EQuifvFacilities 
62 Env. Compliance-Assessment 
63 Env. Compliance (Remediation) 
65 Company Vehicles 
68 Direct Labor 
69 Benefits 
70 Payroll Taxes and Insurance 
72 Company Supervisor 
74 Employee Expense 
79 Employee Meals 

Total Intangibles S261.850 
Tangible Costs 

80 Casing SO 
8] Tubing and Tiebacks $72,223 
82 Packers and Bridee Plues S25.000 
84 Casing/Liner Equipment 
85 Tubing Equipment S3.000 
86 Wellhead Equipment & Tree Tba spool, flange, and tree S45.O00 

Total Tangibles S145.223 

Total Completion Cost S407.073 



Meridian Oil Inc. 
Facilities Estimate 

Well Name: Scott #24 v Prepared By: C.E. Lane 
Location: Sec 9, T31N R10W Date: 3/17/97 
AFE Type: 01-Exploration Approved By: 
Formation: Pennsylvanian Date: 

Tangible Costs 

Estimated Days: Total 
Account Estimated 
Number Cost 

247 
02 Labor-Contract, Roustabout, Consultants 15,000, 
03 Company Vehicles ~ ~ . ~~. 
08 Location, Roads c T c a n ' a i s ' ~ ~ ™~ 0_ 
12 Overhead"' " """ ~ ~ ™ ~ ™ ~ ~ "... 9_ 
17 Damages, pVoperty Losses__ 0_ 
20 Equip. Coating and insulation ~ 0_ 

26 s\wFntejîr~7!! ~z~. . zzzzzzzz.... zzz °_ 
27 Separators 0_ 
28 Gas S w e e t e n i n g " ~ " ™ " "Z. 9_ 
29 Pumping'Unite " ™ 0_ 
31 Prime M o v e r " ' ~ " " Z Z " Z~ 9. 
3 2 tanks"" ™ ~ ZZ... "... ZZ ~~ I 9,500 
33 'Meterit^¥q'ulpli^T"^ ZZZZI ZZ. " " I I I I Z Z Z 15,000 
3 4 FtawUne" ~ ZZZZ " ZZ..Z. ZZZ 9l 
35 Compressors _~ "~ 0_ 
36 B u i l d i n g " ~ " ~ "~ ~~ "" ZZ— 9. 
39 Flowline'sTPipingTvaTves"^ ' "' ~ "" " 11,000 
4 3 Safety '"""'""' "' '~ 'Z-ZZZZZ " I I "" ZZ 9. 
44 technicalContractSvcT "" ' 0 
4 7 J?22?2!.5°I!lE?sso rs & Maintenance 0 
4 8 Rental Equipment Z. ~ __ Z Z ZZ "'""„ 9. 
49 C^^ciic Woteaion ~ JZZZZZZZ" ~ ZZ Z ~ 12,000 
5 0 Right Of Way'7'""""~ " ZZ~ ". Z ™__ - IT 2.500 
51 Minor Pipelines " ~ 0 
53 Surface Pumps 0 
54 Electrical Accessories 0 
55 Miscellaneous-Facility Expense ZZZZ 9. 
5 7 ^ ' " . g ^ T P 0 " ^ ~ ". "'"', „.,"'", ~ Z , Z 9-
^ Qper- Owned Equip/Facilities ~ 0 
6 2 Env, Compliance-Assessment 9. 
5 3 Env. Compliance (RemedTation) "" " ~ ~ 0 
68 Direct'T^b''c^'"""'"~ ~ " ". 9. 
6 9 Benefite" "' " ~ ~ , .Z "Z ~ Z 9. 
7 0 Payroll f axes~and Insurance™ ] Z ~ _ I 9. 
7 2 Overhead ( C q n 5 ^ e ^ S % r Z '_ Z 9. 
7 3 Z!2!9!5E[rJ.01^^°n r I ZZ 1 " '. — ZZ1 9. 
81 tiiWrig - ~ " U „ "ZZ 9. 
8 2 Rods'""""' j _ ™ ZZZZ " Z ~~ZZZL_ ~Z ZZ ZZ 9. 
83 b o w n n o l e P u m p s ~ ~ ~ ~ " 0_ 
8 4 ŝî ŝ.̂ ¥?F'P^g"^p" ZZZZ.ZZZ. _Z Z Z 9. 
8 6 Sssyi.̂ !^ Z..ZZ...Z.....Z ZZ 9. 
88 Communication S y s t e m s " 0 
95 Empioyee Meals " 0_ 
96 'GM"Dehydrator ~ " ~ 54.000 

Total Facility Cost 0 0 119,000 



Well Name: 

Location: 
AFE Type: 

Formation: 

Proposea TD: 

Comments: 

Cost Estimate 

Scott #24 

Section 9 T-31-N. fWO-W 
(02) Exploration 

Prepared By: 

^p^ovla" 
Pennsylvanian 

14.225' Intermediate TD: 3100". 7425' Area Team: Penn 

Date: 

Cost/ft: 

Kurt A. Shipley 

2/26/97 

S125.90/ft 

OH Logs 7425" -12.000': AIT-SP-GR. Micro-SP-GR. Dens-Neut-Cal-GR-SP. Dipole Sonic 

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

Intangible Costs 

Total 

Dry Hole Suspended Estimated 

Account Cost Cost Cost 

Number Estimated Days: 58 2 60 

248 

03 Location Cost 4 9 Acre location w/ 30" Conductor PiDe. 35,000 0 35.000 

05 Move-in. Move-out Move in and move out. 200.000 0 200,000 

07 Rig Cost <g> $7000/day. 430,000 15.000 445.000 

08 Safety Equipment H2S Monitor 10.500' to TD (® $600/day. 19,000 1.300 20.300 

10 Drilling Fluid LSND. Solids Control. Air Drilling. 137.500 0 137.500 

16 Fresh/Salt Water. Fluids 50.000 0 50.000 

17 Bits 141.900 0 141.900 

18 Cementing HES Cost Estimate. 98.000 17.000 115.000 

22 Coring and Analvsis Sidewail Core Analvsis. 20.000 0 20.000 

23 Fuel Air Package Fuel. 22.500 3.000 25,500 

25 Rentals BOP: 10 days <a> $500/day. 3-1/2" D.P. + Misc. 18,500 0 18,500 

26 Fishing 0 0 0 

28 Other Rentals 5,000 0 5,000 

29 Transportation 20,000 0 20.000 

32 Directional Services 0 0 0 

33 Inspection 7,200 0 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 o_ 
39 Stimulation 0 0 0 

43 Consultants 0 0 0 

44 Technical Contract Services 0 0 0_ 

45 Roustabout Labor Casing Crews. Welders. 15.000 2.000 17.000 

46 Miscellaneous 5,000 0 5.000 

49 Packer Rental 0 0 0 

53 Environmental Cost 5,000 0 5.000 

54 Disposal Cost Trash Baskets. Toilets. 2,000 0 2.000 

60 District Tools Company Owned Equipment. 5,000 0 5.000 

72 Overhead Rig Days (3>$141 /day. 8,500 300 8,800 

Total Intangible Cost $1,355,100 $38,600 $1,393,700 

Tangible Costs 

80 SSSSS. 8„°1 3 0 " Conductor _ 3,200 31.5J.9?„. .?2:.?°5 343,200 

50Cr 20" _ .?.3.:9PJ?. „.. _. 
3!9?.... 13-3/8" 86.°?9. _ 
7 4 2 5 ' 9 - 5 / 8 " IL..'..133:§92 
4775; 7" .5.9:9°.?. 

2625; .IIILL.l?ii°.9. 
81 T.ubjng 0 ,0 0_ 
8 4 ..9?SEIa..Ll4!;!.n.9 Equipment ... .1 3 59°. 11:995 24.000 
8 6 ..yyS?.te!l?..?SHiP.ment 20"X13-3/8"X9-5/8" (10.000 psi) ... 39.'.999. .9 S-59 0.. 

Total Tangible Cost $358,700 $38,500 $397,200 

Total Cost 

All Costs include tax where aoplicable. 

$1,713,800 $77,100 $1,790,900 



BURLINGTON 
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, 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 
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 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. 

PLEASE RETURN TO 
LAND-FARMINGTON 

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 
Page 2 

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, 

n 
James 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: 



AFE No.: 

BURLINGTON RESOURCES 
Farmington Region 

Post Office Box 4289 
Farmington. New Mexico. 87499 

(505) 326-9700 

AUTHORITY FOR EXPENDITURE 

Property Number: Date: 2/20/97 

Lease/Well Name: Scott #24 DP Number. 

Field Prospect: San Juan Basin Penn 

Location: Sec. 9. T31N. R10W 

AFE Type: 1 - New Drill Original: X Supplement: 

Objective Formation: Pennsvivanian 

Operator Burlington Resources 

County: San Juan 

Region: Farmington 

State: NM 

Addendum: API Well Type: 

Authorized Total Deoth (Feet): 14.000* 

Project Descnption: Pennsvivanian test in San Juan Basin - ExDloratorv well - Arch Rock Prosoect 

Estimated Start Date: 2rd Qtr 1997 

Estimated Completion Date: 2rd Qtr 1997 
Prepared By: C. E. Lane 

Drflling 

GROSS WELL DATA 

Workover/ Construction 
Dry Hole Susoenaeo Completion Facility Total 

Days: 58 2 12 0 72 
Tha AFE: $1,713,800 $77,100 $407,073 $119,000 S2.316.973 

Prior AFEs: 0 SO 

TOTAL COSTS: $1,713,800 $77,100 $407,073 $119,000 $2,316,973 

JOINT INTEREST OWNERS 

Company: 
Burlington Resources: 

Trust 
Others : 

AFETOTAL 

Working Interest 
Percent 

10.311905T 
0.00% 

100.00% 

Dry Hole $ 

0 
SI.064.514 
$1,713,800 

Completed S 

$0 

$2.316.973 

Approved: ffl%f4~> 
Title: ^ . i / ' t K 

BURLINGTON RESOURCES APPROVA 
Approved 

D a t e : < r f T i t l e : ZW Ma*.**** D$B:WW7 

Approved / , Approved^ A^-fT/i _ . 
Date: 4^//c/?7 Title: (/.....» 4> ^ -.rry^/y- Date: >v//sAp 

PARTNER APPROVAL 

Company Name: Date: 

Authorized By: Title: 



A.A.P.L. fORM:610-1982 

MODEL FORM OPERATING AGREEMENT 

V 

OPERATING AGREEMENT 

DATED 

A p r i l 1 iQ 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 J O R X P A & I S H OF SAN JUAN STATE OF NEW MEXICO 

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 

SCOTT #24 WELL 



A.AJ?.L. FORM 610 • MODEL FORM OPERATING AGREEMENT - 1982 

TABLE OF CONTENTS 

Article Title P»S 

I. DEFINITIONS 1 

II. EXHIBITS 1 

HI. INTERESTS OF PARTIES.. 
,\ Qli, lUiD GAS INTERESTS . 
B. INTERESTS OF PARTIES IN COSTS AND PRODUCTION 2 
C. EXCESS ROYALTIES. OVERRIDING ROYALTIES AND OTHER PAYMENTS 2 
D. SUBSEQUENTLY CREATED INTERESTS 2 

IV. TITLES 2 
A. TITLE EXAMINATION 23 
B. LOSS OF TITLE 3 

1. Failure oi Tide 3 
2. Loss by Non-Payment or Erroneous Payment ot Amount Due 3 
3. Other Losses 3 

V. OPERATOR 4 
A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR 4 
B. RESIGNATION OR REMOVAL OF QPERATOR AND SELECTION OF SUCCESSOR 4 

1. Resignauon or Removal of Operator V 4 
2. Selection of Successor Operator . 4 

C. EMPLOYEES 4 
D. DRILLING CONTRACTS 4 

VI. DRILLING AND DEVELOPMENT 4 
A. INITIAL WELL 4.5 
B. SUBSEQUENT OPERATIONS 5 

1. Proposed Operauons 5 
2. Operauons by Less than All Parues 5-6-7 
3. Stand-By Time 7 
4. Sidetracking 7 

C. TAKING PRODUCTION IN KIND 7 
D. ACCESS TO CONTRACT AREA AND INFORMATION 8 
E. ABANDONMENT OF WELLS 8 

1. Abandonment of Dry Holes 8 
2. Abandonment of Wells that have Produced 8-9 
3. Abandonment of Non-Consent Operauons 9 

Vn. EXPENDITURES AND LIABILITY OF PARTIES 9 
A. LIABILITY OF PARTIES 9 
B. UENS AND PAYMENT DEFAULTS 9 
C. PAYMENTS AND ACCOUNTING 9 
D. UMtTATtON OF EXPENDITURES 9-10 

1. Drill or Deepen 9-10 
2. Rework or Plug Back 10 
3. Other Operauons 10 

E. RENTALS. SHUT-IN WELL PAYMENTS AND MINIMUM ROYALTIES 10 
F. TAXES 10 
G. INSURANCE 11 

VTn. ACQUISITION. MAINTENANCE OR TRANSFER OF INTEREST 11 
A. SURRENDER OF LEASES 11 
B. RENEWAL OR EXTENSION OF LEASES U 
C. ACREAGE OR CASH CONTRIBUTIONS A IM2 
D. MAINTENANCE OF UNIFORM INTEREST *2 
E. WAIVER OF RIGHTS TO PARTITION 12 

F: rnEFEnrjrrLU. R I G H T TO PURCHASE. . • 12 • 

DC INTERNAL REVENUE CODE ELECTION 12 

X. CLAIMS AND LAWSUITS LC 13 

XI. FORCE MAJEURE £ 13 
XII. NOTICES * -^13 

Xin. TERM OF AGREEMENT - ~ 13 

XTV. COMPLIANCE WITH LAWS AND REGULATIONS. 
A. LAWS. REGULATIONS AND ORDERS 
B. GOVERNING LAW t * . r . » . i ^ l 4 
C REGULATORY AGENCIES ''] •£•• »v<*A4 

XV. OTHER PROVISIONS ''' H'StflBtf 
XVI. MISCELLANEOUS '^ZSCZL? IV 
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AAJ7.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

I OPERATING AGREEMENT 

3 T m t r . » T O ^ ; . ^ , , . ^ B U R L I N G T O N RESOURCES O I L & GAS COMPANY 

4 hereinafter designated and 

5 reierreo :o as Operator ".and the signatory party or parties otner man Operator, sometimes herematter rererred to individually herein 

6 as "Non-Operator '. and coliecuveiy as "Non-Operators . 

8 WITNESSETH: 

9 
10 WHEREAS, the parues to this agreement are owners oi oil ana gas leases andjor oil and gas interests in the land identified in 
I I Exhibit " A " , and the parues hereto have reached an agreement to explore and develop these leases and/or oii and gas interests tor the 
12 proauction of oil and gas to the extent and as heretnaiter provided. 
13 
14 NOW. THEREFORE, it is agreed as follows: 
15 
16 ARTICLE I . 

17 DEFINITIONS 
18 

19 As used in this agreement, the following words and terms shall have tne meanings here ascribed to tnem: 
20 A. The term "oil and gas" shall mean oii. gas. casinghead gas. gas condensate, and all other liquid or gaseous hvdrocarbons 
21 and other marketable substances produced therewith, uniess an intent to iimit the mciusiveness of this term is specifically stated. 
22 B. The terms "oil and gas lease", "lease" and "leasehold" shall mean the oil and gas leases covering tracts oi land 

23 lying within the Contract Area which are owned by the parues to this agreement. 
24 C. The term "oil and gas interests" shall mean unleased tee and mmerai interests in tracts 01 land lying within the 
25 Contract Area which are owned by parnes to this agreement. 
26 D. The term "Contract Area" shall mean all of the lands, oil and gas leasehold interests and oil ano gas interests intended to be 
27 developed and operated for oil and gas purposes under this agreement. Such lands, oii ana gao itnotnoia wiofgGtD ana oii *ai tm i n i w w 
28 are described in Exhibit " A " . 
29 E. The term "drilling unit*' shall mean the area fixed for the drilling of one well by order or rule of any state or 
30 federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shail be the drilling unit as establish-
31 ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parnes. 
32 F. The term "drillsite" shall mean the oil and gas lease or interest on which a proposed well is to be located. 
33 G. The terms "Drilling Party " and "Consenung Party " shall mean a party who agrees to join in and pay its share of the cost of 
34 any operation conducted under the provisions of this agreement. 
35 H. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a pany who elects not to participate 
36 in a proposed operauon. 
37 
38 Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes the 
39 singular, and Uie neuter gender includes the masculine and die feminine. 
40 
41 ARTICLE I I . 
4 2 EXHIBITS 
43 

44 The following exhibits, as indicated below and attached hereto, are incorporated in and made a pan hereof: 
45 (X A. Exhibit " A " , shall include the following information: 
46 (1) Identification of lands subject to this agreement. 
47 (2) Restrictions, if any, as to depths, formations, or substances. 
48 (3) Percentages or fractional interests of parnes to this agreement. 
49 (4) Oil ami gas jemus indoor oil and gas interests mbject to this «grwn>«ni». 
50 (5) Addresses of panies for notice purposes. 
51 • D. Ldiiuit "D" , rutin uf Ixax. 
52 H C. Exhibit " C ' \ Accounting Procedure. 
53 OS D. Exhibit " D " . Insurance. X 

54 CC E Exhibit "E" . Gas Balancing Agreement. 
55 IX F. Exhibit "F" , Non-Discrirrunaticin and Certification of Non-Segregated Facilities. 
56 • G. LahifcU ' 'G" , Taa Partnership. 
57 If any provision of any exhibit, except Exhibits " E " and " G " . is inconsistent with any provision contained in -the body 
58 of this agreement, the provisions in the body of this agreement shall prevail. £ 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 

-1 -



AAP.L FORM 610 - MODE FORM OPERATING AGREEMENT • im 

1 ARTICLE III. 
2 INTERESTS OF PARTIES 
3 
4 A. • Oii uuu Giu iiucicau. 
5 
6 If mil L-ui uwiu j.i mi j, uuiiiLi. :.. _ .L 2~.î z'-~ .'.--i. — -i -ii Ji-aii un .ILJUU. iui aii mipmu u. um .iiiiiuuuii 
7 ami umiua u.i. mi.ii I.LILUI IU ii u nui IUIULU L I lin IUFWI ei un una eaa imue mnowoo KIMII M EUIU'BU "P". mm mL Umiu mam 

8 ii.au UL J-^U.LU iu p*in uii-'ui Lfn juruni MILILJI ujLU'ea in DUUI nuse unu Li'ii: i.niFOJi ai ike icaseetBagcgggf, 

9 
10 B. Interests of Parues in Costs and Production: 
11 
12 Unless cnanged by otner provisions, ail costs and liabilities incurred in operations under this agreement shall be borne and 
13 paid, and all equtpment and materials acquired in operations on the Contract Area shall be owned, by the parues as their interests are set 
14 forth in Exhibit " A". In the same manner, the parties shall also own aii production of oil and gas from the Contract Area suoject to the 
15 payment of royalties to the e x t e n t d u e . . . L : . L .u.n \.„ •••••|| n . i n , l l K 1 j U i H I niiiii 
16 
17 Regardless of which pany has contributed the leaseisi and/or oil and gas interesns) hereto on which royaity is due and 
18 payable, eacn party enntied to receive a share ot' production of oil ana gas trom the Contract Area shall bear and shall pay or deliver, or 
19 cause to be paid or delivered, to the extent of its interest in such proaucuon. tne royaity amount stipulated hereinabove and shall hold the 
20 other parnes tree irom any liability therefpr. No pany shall ever be responsible, however, on a price basis higher than the pnce received 
21 by such party, to any other party's lessor or royalty owner, and if any such other pany's lessor or royaity owner should demand and 
22 receive settlement on a higher pnce basis, the pany contributing the affected lease shall bear the additional royalty burden attributable to 
23 such higher pnce. 
24 
25 Nothing contained in this Arucle III.B. shall be deemed an assignment or cross-assignment of interests covered hereby. 
26 
27 C. Excess Royalties. Overriding Royalties and Other Payments: 
28 
29 Unless cnanged by other provisions, if the interest of any parry in any lease covered hereby is subject to any royaity. 
30 overriding royaity. producuon payment or other burden on production m excess of the amount stipulated in Arucle III.B.. sucn pany so 
31 burdened shall assume and alone bear all such excess obligations and shall indemnuy and hold the other panies hereto harmless from any 
32 and all claims and demands for payment asserted by owners of such excess burden. 
33 
34 D. Subsequently Created Interests: 

35 
36 II any party should hereafter create an overriding royalty, producuon payment or other burden payable out of production 
37 attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit "A", or 
38 was not disclosed in wnnng to ail other parues pnor to the execution of this agreement by all parties, or is not a jointly acknowledged and 
39 accepted obligation of all parnes (any such interest being hereinafter referred to as "subsequently created interest" irrespective of the 
40 timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafter referred 
41 to as "burdened party "), and: 
42 
43 1. If the burdened party is required under this agreement to assign or relinquish to any other pany. or panies. all or a poruon 
44 of its working interest and/or the production attnbutaole thereto, said other party, or parries, shall receive said assignment and/or 
45 production tree and clear of said subsequently created interest and the burdened party shall indemnuy and save said other party, 
46 or parues. harmless from any and all claims and demands for payment asserted by owners of the subsequently created interest: 
47 *ad. 
48 
49 2. If the burdened party fails to pay, when due. its share of expenses chargeable hereunder, all provisions of Article VTI.B. shall be 
50 enforceable against the subsequently created interest in the same manner as they are enforceable against the working interest of 
51 the burdened party. 
52 
33 ARTICLE IV. 
54 TITLES 
55 
56 A. Title Examination: 
58 Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling operations or. if 
59 the Drilling Parties so request, title examination shall be made on the leases and/or oil and gas interests included, or planned to be indud-
60 ed. in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royaity, overriding 
61 royaity and production payments under the applicable leases. At the nme a weii is proposed, each party contributing leases andior oil and 
62 gas interests to the drillsite. or to be included in such drilling unit, shail furnish to Operator all abstracts tinduding federal lease status 
63 reports I titie optmons. utie papers and curanve material in its possession free of charge. All such information not in the possession of or 
64 made available to Operator oy the parues. but necessary for the examinauon of the title, shall be obtained by Operator_Operator shall 
65 cause ntie to oe examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be furnished to each party 
66 hereto. The cost incurred by Operator in this title program shall be borne as follows: •' t ? - f -•;'. 
67 £• fjn/r-
68 • Ouu.un i'iu. 1. Cuiu ununta bi Ouuauji iu piumiiug aujuatu ana ULIL mauuiiauuii (hidudiug "iiiluiUiai), aupyiemeiiul. 
69 jwwiii gaj itiyaitf »paawe>aw diouian uiau utle apiwiami shall aa a MM ei ihe aawaiwiaemi*i uiuhi.au aj uiundeff^BHBn^*^*^: 
70 awd-afrali-wei at a aiftei eiiaige. wweuiei puiuiiiitd uj Opuatuf J jiaa anenmu oi iij uueane-aWPTBeyff ^•M-UM 
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ARTICLE IV 
oooBnued 

® Option No. 2: Costs incurred fay Operator in procuring abstracts and fees paid outside attorneys tor title exifflffltrion 
(indudins preummarv. supplemental, shut-in gas rovaitv opinions and division order title optntons) shall be borne oy the Drilling Parnes 
in the proportion that the interest ot each Drilling Parry bears to the totai interest oi all Drilling Parnes as such interests appear in Ex­
hibit "A". Operator shali make no charge tor services rendered by its stan attorneys or other personnel in the performance oi the above 
functions. 

6 

Each parry shall be responsioie ior securing curative matter ana oooimg amendments or agreements reauired in connecuon 
S with leases or oii and gas interests contnouteo bv such partv. Operator snaii be resoonsibie for tne preparauon ana recording oi pooiing 
9 designations or deciarauons as weii as tne conauct ot hearings Deiore governmental aeencies ior the securing ot seating or pooung orders.-

10 This shali not prevent any partv trom appearing on its own oehalf at anv such nearing. 
11 
12 No well shall be drilled on uie Contract Area until after (1) the titie to the driilsite or drilling unit has been examined as above 
13 provided, and (2) the mie has oeen approved by the examining attomev or tide has been accepted by all of the parues who are to par-
14 ticipate m the drilling of the weii. 
15 
16 B. Loss of Title: 
17 
18 1. fjjlun. ui T..'... £l.uuki -iui -.1 J..u taj UULILJL UI IILOJI:. UI IUIUUL liniiw. LL iow-wtWHHsn lailun BI IIIH. Imem-^&m^mmtm*-^ 

19 reducuon ot interest trom that shown on Exhibit "A", the party contriDitting tne aiiected lease or interest shall have ninety (90) days 
20 irorn final determmanon of tide failure ta acquire a new lease or other instrument curing the ennrety of the titie failure, which atquisi-
21 non wiil not be subject to Article VIII.B.. anu failing to do so. this agreement, nevertneless. shaii continue in force as to ail remaining oii 
22 and gas leases and interests: and. V / 
23 (a) The party whose oil and gas iease or interest is affected by the ude failure shall bear aione the enure ioss amra shall not be 
24 ennded to recover from Operator or the other parties any development or operating costs which it may have theretofore paid or incurred. 
25 but there shall be no additional liability on its part to tne other parties nereto oy reason of such title failure; / 
26 (b) There shall be no retroacuve adjustment of expenses incurred or revenues received from the operauoryoi the interest which has 
27 been lost, but the interests ot the parues shall be revised on an acreage oasis, as of the time it is determined filially that utie fadure has oc-
28 curred. so that the interest oi the party whose iease or interest is affecteo bv the titie failure wiil thereafter be reduced in the Contract 
29 Area by the amount of the interest tost: / 
30 (c) Ii the proportionate interest oi the other parties hereto in any proaucwg well themaiore drilled on the Contract Area is 
31 increased by reason of the ude failure, the party whose tide has failed shall receive the proce«isatinbutab'e to uie increase in such in-
32 terest (less costs and burdens attributable thereto i unul it has been reimbursed for unrecovered costs paid by it in connecuon with such 
33 welt / 
34 (d) Should any person not a party to this agreement, who is determined to be/we owner of any interest m the tide which has 
35 failed, pay in any manner any pan of the cost oi operation, development, or equipment, such amount shall be paid to the party or parnes 
36 who bore the costs which are so refunded; f 
37 (e) Any liability to account to a third party for prior production of̂ oil and gas which arises by reason ot titie failure shali be 
38 borne by the party or parnes whose utie failed in the same proportionŝ  which they shared in such prior production: and. 
39 (0 No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of the interest 
40 claimed by any party hereto, it being the intennon of the parties harem mat each shall defend title to its interest and bear all expenses in 
41 connecuon therewith. / 
42 / 
43 2. Loss bv Non-Payment or Erroneous Pavment $ Amount Due: If. through mistake or oversight, anv rental, shut-in well 
44 payment, minimum royaity or royalty payment, is no/paid or is erroneously paid, and as a result a lease or interest therein terminates. 
45 there shall be no monetary liability against the parurwho failed to make such payment. Unless the party who failed to make the required 
46 payment secures a new lease covering the sameimerest within ninety (90) days from the discovery of the failure to make proper payment. 
47 which acquisition will not be subject to Arnpre VIII.B.. the interests of the parties shall be revised on an acreaee basis, effective as of the 
48 date of termination of the iease invoivedyand the party who failed to make proper payment will no longer be credited with an interest in 
49 the Contract Area on account of ownership oi the lease or tnterest which has terminated. In the event die pany who failed to make the 
50 required payment shall not have been fully reimbursed, at the time of the loss, from the proceeds of the saie of oil and gas attributable to 
51 the lost interest, calculated on ailicreage basis, for the development and operanng costs theretofore paid on account of such interest, it 
52 shall be reimbursed for unreaoverea actual costs theretoiore paid by it (but not for its share of the cost of any dry hole previously drilled 
53 or wells previously abandoned) from so much of the following as is necessary to effect reimbursement: 
54 (a) Proceeds of on and gas. iess operanng expenses, theretofore .accrued to the credit of the lost interest, on an acreage basis. 
55 up to the amount .at unrecovered costs: 
56 (b) Proceeds*, less operating expenses, thereafter accrued attributable to the lost interest on an acreage basis, of that portion of 
57 oil and gas thereafter produced and marketed (excluding production from any wells thereafter drilled) which, in the absence of such lease 
58 tenninatipn. would be attributable to die iost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said 
59 poroWof the oil and gas to be contributed by the other parties in proportion to their respective interests: and. 
60 Ac) Any monies, up to the amount of unrecovered costs, that may be paid by any parry who is. or becomes, the owner of the interest 
61 km. it,, U.L uuiiiL|L, ui umuLiuuuiu ui un CUUUULL UUU UI1 UILUIIHII| U UUUI IU liiu uyieiUfUL. 
62 
63 3. Other Losses: All losses incurred, mini iwan maie in iuiui iu i'mmim iV'.O.l. miu i¥.D.2. ..un. shall be joint losses 
64 and shall be bome by all parnes in oropomon to their interests. There snail be no readjustment of interests in the remaining portion of 
65 the Contract Area. 
66 
67 
68 
69 y»vv 

n . j j * a m ' : > n 
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! ARTICLE V. 
2 OPERATOR 

3 
A A. Designation and Responsibilities of Operator: 
5 
b BURLINGTON RESOURCES O I L & GAS COMPANY shallbethe 

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

10 negligence or willful misconduct. 
11 
12 B. Resignation or Removal of Operator and Selection of Successor: 
13 
14 1. Resignauon or Removal of Operator: Operator may resign at any time by giving written nouce thereof to Non-Operators. 
1*5 If Operator terminates its legal existence, no ionger owns an interest hereunder in the Contract Area, or is no longer capable of serving as 
16 Operator. Operator shall be deemed to have resigned without any action by Non-Operators, except the selecuon oi a successor. Operator 
17 may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is piaced in receivership, by the 
18 aiurmauve vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit " A " remaining 
19 alter excluding die voting interest of Operator. Such resignauon or removal shall not become effective untii 7:00 o'clock A.M. on the 
20 first day of the calendar month following the expiration ot ninety (90) days after the giving of nouce ot resignauon by Operator or action 
21 by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duues of Operator at an earlier 
22 date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-
23 porate name or structure of Operator or transier of Operator 's interest to any single subsidiary, parent or successor corporation shall not 
24 be the basis for removal of Operator. 
25 
26 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by 
27 the parues. The successor Operator shall be selected from the parues owning an interest in the Contract Area at the time such successor 
28 Operator is selected. The successor Operator shall be selected by die affirmauve vote of two (2) or more parues owning a majority interest 
29 based on ownership as shown on Exhibit " A " : provided, however, if an Operator which has been removed fails to vote or votes only to 
30 succeed itself, die successor Operator shall be selected by die affirmative vote of two (2) or more parties owning a majority interest based 
31 on ownership as shown on Exhibit " A " remaining after excluding the voting interest of die Operator that was removed. 

32 
33 C. Employees: 
34 
35 The number of employees used by Operator in .conducting operations hereunder, their selection, and the hours of labor and die 
36 compensation for services performed shall be determined by Operator, and all such employees shall be the employees of Operator. 
37 
33 D. Drilling Contracts: 
39 
40 All wells drilled on die Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so 
41 desires. Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing 
42 rates in the area and the rate of such charges shall be agreed upon by the parues in writing before drilling operations are commenced, and 
43 such work shall be performed by Operator under the same terms and conditions as are customary and usual in the area in conn-acts of in-
44 dependent contractors who are doing work of a similar nature. 
45 
46 
47 
48 
4 9 ARTICLE V I . 
50 DRILLING AND DEVELOPMENT 

51 
52 A. Initial Well: 

53 ^ or reccopletion 
54 On or before the 1st Hay nf January , 19 98 , Operator shall commence the drilling of a well for 
55 oii and gas at die following location: 
5 6 Section 9, T31N-R10W 
57 San Juan County, New Mexico 
58 
59 
60 and shall thereafter continue the drilling of the weii with due diligence to 
^ 14,000* or depth sufficient to test the Pennsylvanian formation, 
62 whichever is the lesser depth r-_ 
63 
64 '. 
65 unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling impractical, is en-
66 countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth. 
67 
68 Operator shali make reasonable tests of all formations encountered during drilling which give indication of containing oil and 
69 gas in quantities sufficient to test, unless this agreement shall be limited in its application to a specific formation or formations, in which 
70 event Operator shall be required to test only the formation or formations to which this agreement may apply. ^ ^ w ^ j j j f e . 
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ARTICLE V I 

continued 

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

2 weii as a dry hole, the provisions ot Arucie VI.E.l. shall thereauer appiy. 
3 
4 
5 

B. Subsequent Operations: 

* 1. Proposed Operauons: Shouid anv party hereto aesire to anil anv weii on the Contract Area otner man tne weii provided 
9 tor in Arucie VI.A., or to rework, deepen or plug back a drv hole drilled a: tr.e ioint expense ot ail parues or a weii iointiv owned by ail 

10 the parties and not then producing in paying quanuties. the party cesiring to anil, rework, deepen or piug back sucn a weii shail give the 
11 other parues written nouce ot the proposed operation, specifying the work to ce pertormed. the locauon. proposed depth, obiecuve lorma-
1- tion ana the esutnated cost ot the operauon. The parues receiving such a nouce shall have thirty (30) days alter receipt ot the nouce 
13 within wmch to noutv uie partv wishing to do the work whether tney eiect to parucipate in the cost oi the proposed operauon. ii a drill-
1 4 ing ng is on location, nouce oi a proposal to rework, piug back or drill deeper mav be given by telephone and the response period shall be 
1*5 limited to torty-eight (481 hours, exclusive of Saturday. Sundav and legal holidays. Failure of a pany receiving such notice to repiy within 
16 the period above fixed shall consutute an election by that party not to parucipate in the cost of the proposed ooerauon. Any nouce or 
1? response aiven bv telephone shall be promptly confirmed in writing. 
18 
19 
20 
-1 If all parnes eiect to participate in such a proposed operation. Operator snail, within ninety (901) days after expiration 01 the nouce 

penod of thirty s.30) days ior as promptly as possible after tne expirauon 01 the forty-eight (48) hour period when a Grilling rig is on loca-
23 tion. as tne case may bei. actuailv commence the proposed operauon and compiete it with due diligence at the risk and expense 01 ail par-
24 ties hereto: provided, however, said commencement date may be extended upon written nouce of same by Operator to the other panics. 
2*5 for a period of up to thirty (30) additional days if. in the soie opinion of Operator, such additional ume is reasonably necessary to obtain 
26 permtts from governmental authonties. surface rights (including rights-otwavi or appropriate drilling equipment, or to compiete title ex-
27 aminauon or curative maner required for utie approval or acceptance. Notwunstanding the force majeure provisions 01 Articie XI. if the 
23 actual operation has not been commenced within the time provided (including any extension thereof as specuicaiiv permitted herein) and 
29 if any party hereto suil desires to conduct said operauon. written nouce proposing same must be resubmitted to the other parues in accor-
30 dance wtth the provisions hereof as if no prior proposal had been made. 
31 
32 

33 

34 2. Operauons bv Less than Ail Parties: If any party receiving such nouce as provided in Anicle VI.B.l. or VTf.D.l. (Option 
35 No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this Article, the pany or parties 
36 giving the notice and such other parnes as shall elect to panicipate in the operation shall, within ninetv (90) days after Uie expirauon of 
37 the nouce period of thiny (30) days (or as promptly as possible after the expiration of uie fony-eight (481 hour period when a drilling rig is 
38 on location, as uie case may be) actually commence the proposed operauon and complete it with due diligence. Operator shall perform all 
39 work for uie account of the Consenting Panies: provided, however, if no drilling rig or other equipment is on location, and if Operator is 
40 a Non-Consennng Party, the Consenung Panies shail either: (a) request Operator to perform the work required by such proposed opera-
41 tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenung Parties as Operator to perform such work. Con-
42 sen ting Parties, when conducung operations on the Contract Area pursuant to this Arucle VI.B.2.. shall comply with ail terms and con-
43 ditions of this agreement. 
44 
45 
46 
47 If Jess than all parnes approve any proposed operation, the proposing party, immediately after uie expiration of the applicable 
48 nonce period, shall advise the Consenung Parties of uie total interest of the panies approving such operauon and its recommendation as 
49 to whether the Consennng Parties should proceed with the operanon as proposed. Each Consennng Party, within forty-eight (48) hours 
50 (exclusive of Saturday. Sunday and legal holidays) after receipt of such notice, shall advise the proposing party of its desire to (a) limit par-
51 ticipation to such pany s interest as shown on Exhibit " A " or (b) carry its proportionate pan of Non-Consennng Parties' interests, and 
52 failure to advise the proposing pany shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for 
53 such a response shall not exceed a total of forty-eight (48) hours 1 in elusive of Saturday. Sunday and legal holidays). The proposing party. 
54 at its election, may withdraw such proposal if there is insufficient participation and shali promptly notify all parues of such decision. 
55 
56 
57 

58 • The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions they have 
59 elected to bear same under the terms of the preceding paragraph. Consennng Parties shall keep the leasehold estates involved, in such 
60 operations free and clear of ail liens and encumbrances of every kind created by or arising from the operauons of uie Consennng Parties. 
61 If such an operation results in a dry hole, the Consennng Parties shall plug and abandon the well and restore the surface location at their 
62 sole cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this Article results in a pro-
63 ducer of oii and/or gas in paying quantities, uie Consennng Parties shall compiete and equip die well to produce at their sole cost and risk. 
64 

65 _ . 
66 
67 
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ARTICLE VI 
continued 

1 and the weii shaii then be turned over to Operator and shaii be operated by it at the expense and for the account of the Consenting Par-
2 ues. Upon commencement oi operations tor the drilling, reworking, deepening or plugging back of any sucn weii by Consenting Parties 
3 in accordance with the provisions of this Article, each Non-Consennng Party shali be deemed to have relinquished to Consenting Parties. 
4 and the Consennng Parties shall own and be entided to receive, in proportion to their respecuve interests, all of such Non-Consennng 
5 Party 's interest in the weii and share of producnon therefrom unni the proceeds of the sale of such share, calculated at the well, or 
6 marxet vaiue thereot if such snare is not sold, ufter aeducong production taxes, excise taxes, royaity. overriding royalty and other in­

terests not excepted by Arucie lll.D. payaoie out oi or measured DV tne oroaucuon trom such well accruing with respect to such interest 
8 unui it revertsi shail equal the totai of the toilowing: 
9 

10 
11 

12 (a) 100% of each such Non-Consenung Party's share of the cost of any newiy acquired surface equipment beyond uie wellhead 
13 connections iinduding. but not limited to. stock tanks, separators, treaters. pumping equipment and piping;, pius 100% of each such 
14 Non-Consennng Party's share of the cost of operauon oi the weii commencing with first producuon and conunumg unul each such Non-
15 Consenting Parry's relinquished interest shall revert to it under other provisions of this Arucle. it being agreed that each Non-
16 Consennng Party's share oi such costs and equipment wiil be that interest which would have been chargeabie to such Non-Consennng 
17 Party had it participated in the well from the beginning ot uie operations: and 
18 
19 
20 
21 (b).*22_% of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, tesung and completing. 
22 alter deducting any cash contributions received under Article VIII.C.. —id _^5EL_™ of that portion of the cost oi newiy acquired equip-
23 ment in the weii (to and including the wellhead connections), which wouid have been chargeable to such Non-Consenung Party if it had 
24 participated therein. 
25 
26 
27 
28 An elecuon not to parucipate m the drilling or die deepening of a weii shall be deemed an elecuon not to parucipate m anv 
29 re-working or plugging back operauon proposed in such a well, or poruon thereof, to which the uuual Non-Consent elecuon applied 

that is conducted at any time prior to full recovery by the Consrmnng Parties of the Non-Consenung Partv's recoupment account. Anv 
such reworking or plugging back operauon conducted during the recoupment period shall be deemed part of the previous non-consent 
operauon on said well and shall be added to the sums to be recouped by the Consenung Parues. If such a reworking or plugging back 
operauon is proposed during such recoupment period, the provisions of this Arucle VLB. shall be applicable as between said 

33 Consenung Parties in said well. Suniiarlv. an elecuon not to parucipate in the completion or piugging back of a well sh»il be ("mnrri 
34 an elecuon not to parucipate in a reworking operauon proposed in such well, or portion thereof, to which the non-consent election 
35 applied, that is conducted at anv time pnor to full recovery bv Consenunz Parues of the Non-Consenune Party's recoupment amount 
36 
37 
38 
39 During uie period of time Consenting Parties are entitled to receive Non-Consenting Party 's share of production, or the 
40 proceeds therefrom. Consenting Parties shall be responsible for the payment of all production, severance, excise, gathering and other 
41 taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party's share of production not excepted by Ar-
42 tide OLD. 
43 
44 
45 
46 In the case of any reworking, piugging back or deeper drilling operation, the Consennng Parties shall be permitted to use. free 
47 of cost, all casing, tubing and other equipment in the weii. but uie ownership of all such equipment shall remain unchanged: and upon 
48 abandonment of a well after such reworking, plugging back or deeper drilling, uie Consenting Parties shali account for all such equip-
49 ment to the owners thereof, with each party receiving its proportionate pan in kind or in value, less cost of salvage. • 
50 
51 
52 
53 Within sixty (60) days after the completion of any operation under this Article, the party conducting the operations for the 
54 Consennng Parties shali furnish each Non-Consennng Party with an inventory of the equipment in and connected to the weii. and an 
55 itemized statement of the cost of drilling, deepening, plugging back, tesung. completing, and equipping the well for production: or. at its 
56 option, die operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly bill-
57 ings. Each month thereafter, during die nme the Consennng Parties are being reimbursed as provided above, the party conducting the 
58 operations for the Consennng Parties shall furnish the Non-Consennng Parties with an itemized statement of all costs and liabilities in-
59 curred in die operation of the well, togetner with a statement of the quantity of oii and gas produced from it and the amount of proceeds 
60 realized from the sale of die well's working interest production during the preceding month. In determining the quantity of oil and gas 
61 produced during any month. Consennng Parties shall use industry accepted methods such as. but not limited to. metering or periodic 
62 weii tests. Any amount realized from the saie or other disposmon of equipment newly acquired in connection with any such operation 
63 which wouid have been owned by a Non-Consenting Party had it participated therein shall be credited against uie total unreturned costs 
64 of the work done and of the equtpment ourchased in determining when the interest of such Non-Consenung Party shall revert to it as 
65 aoove provided: and if there is a credit baiance. it shall be paid to such Non-Consennng Party. 
66 — 
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1 If and when the Consenting Pardes recover trom a Non-Consennng Parry s reiinauished interest the amounts provided for above. 
2 the rehnquished interests oi such Non-Consenting Parry shall automatically reven to it. and. from and after sucn reversion, such Non-
3 Consennng Party shall own me same interest in such well, die material and equipment in or pertaining thereto, and the production 
4 theretrom as such Non-Consennng Partr would have been enutled to had it paruapated in uie drilling, reworking, deepening or piugging 
5 back of said well. Thereatter. such Non-Consennng Partv shail be charged with and shail pay its proportionate part ot the further costs of 
b the operauon of said weii in accordance wun the terms of this agreement ana the Accounting Procedure attacned hereto. 

3 
9 

10 Notwithstanding tne provisions oi this Arucie VI.B.2.. it is agreeu that without tr.e mutuai consent ot ail panies. no weiis shall 
11 be completed in or produceo from a source oi suppiy trom which a weii locatea eisewnere on the Contract Area is producing, uniess such 
12 wed conforms to the then-existing weii spacing pattern ior such source ot suppiy. 
13 
14 
15 
16 The provisions of this Arucle shail have no application whatsoever to the driiiing of the initial well described in Article VI.A. 
17 except ta) as to Article VTI.D.1. (Option No. 2). if selected, or (b) as to tne reworking, deepening and plugging back of such initial well 
18 alter it has been drilled to the depth specified in Article VI.A. if it shall thereatter prove to be a dry hole or. if initially completed for pro-
19 auction, ceases to produce in paying quanuties. 
20 
21 
22 V 
23 3. Stand-Bv Time: When a weii which has been drilled or deepened has reacned its authorized depth and all tests have been 
24 Lompietcd. and uie results thereot furnished to the parues. stand-by costs incurred pending response to a party 's nonce proposing a 
25 reworking, deepening, piugging back or compieung operation in such a weii shall be cnarged and borne as part ot the driiiing or deepen-
26 mg operauon tust completed. Stana-by costs suosequent to ail parties responding, or expiration ot the response time permitted, whichever 
27 first occurs, and prior to agreement as to the oarucipaung interests of all Consenung Parties pursuant to the terms of uie second gram-
28 maucai paragraph of Arucie VI.B.2. shail be cnarged to and bome us part of the proposed ooeranon. but if the proposal is subsequently 
29 withdrawn because of insufficient parncioation. sucn stand-bv costs shail be aiiocateo between the Consenting Parties in uie proportion 
30 each Consennng Partv s interest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of all Consennng Par-
31 ties. 
32 
33 
34 
35 4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a "deepening" operation shall 
36 also be applicable to any proposal io directionaily control and intenttonailv deviate a well fmiw m ucui so as to change uie bottom hole 
37 location therein called "sidetracking"). unless done to straighten the hole or to drill around iunk in the hole or because of other 
38 mechanical difuculties. Any pany having the right to parucipate in a proposed sidetracking operation that does not own an interest in die 
39 affected well bore at uie nme of the notice shall, upon electing to participate, tender to the well bore owners its proportionate share (equal 
40 to its interest in uie sidetracking operation i of the value of that ponton of the existing well bore to be utilized as follows: 
41 
42 
43 
44 (a) If the proposal is for sidetracking an exisung dry hole, reimbursement shall be on uie basis of the actual costs incurred in 
45 the initial driiiing of uie weii down to uie depth at which the sidetracking operanon is initiated. 
46 
47 
48 
49 (b) If the proposal is for sidecracking a weii which has previously produced, reimbursement shall be on the basis of the well's 
50 solvable materials and equipment down to the depth at which die sidetracking operation is initiated, determined in accordance with the 
51 provisions of Exhibit " C " . less the esumated cost of salvaging and the estimated cost of plugging and abandoning. 
52 
33 
54 
55 In the event that nonce for a sidetracking operation is given while the drilling rig to be utilized is on location, uie response period 
56 shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays: provided, however, any party may request and 
57 receive up to eight (8) additional days after expiration of the forty-eight (48) hours within which to respond by paying for all stand-by time 
58 incurred during such extended response period. If more than one party elects to take such additional time to respond to the nonce, stand-
59 by costs shail be allocated between uie parues taking additional time to respond on a day-to-day basis in die proportion each electing par-
60 ty's interest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of all the electing parties. In ail other in-
61 stances uie response period to a proposal for sidetracking shall be limited to thirty (30) days. 
62 
63 
64 
65 C. TAKING PRODUCTION IN KIND: 
66 
67 Each partr shall take in kind or separateiv dispose of its proportionate share of all oii and gas produced from .the Contract Area. 
68 exclusive of producnon which may be used in development and producing operations and in preparing and treating oii and gas for 
69 marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separate minrwiinti by any 
70 party of its proporecnate snare of the production shall be bome by such party. Any party taking its share of production in kind shall be 
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ARTICLE VI 
continued 

1 required to pay tor oniy its proportionate share ot such pan of Operator s surface faciiities which it uses. 

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

In the event any party shall fail to maxe the arrangements necessarv to taice in kind or seoarateiv dispose oi its iroDortionate share ot 
S the oii produced trom the Contract Area. Operator snail have me right, suoiect to tne revocauon at witi bv trie carry owning it. but not 
9 the oDiigauon. to purchase sucn oii or seil it to otners at anv time and irom time to time, ior the account oi t.-.e non-taxing party at the 

10 best price obtainable in the area tor sucn production. Any sucn purchase or saie by Operator snail be subiect aiways to tne right of the 
11 owner of the production to exercise at any time its right to taxe in kind, or separately dispose ot. its snare o: ail oil not previously 
12 delivered to a purchaser. Any purchase or saie by Operator oi any other party 's share oi oil shail be oniy ior sucn reasonable ceriods of 
13 time as are consistent with the minimum needs of the industry under the particular circumstances, but in no event ior a period in excess 
14 of one i i i vear. 
15 
16 In the event one or more names' separate disposition ot its share oi the gas causes split-stream deliveries to separate pipelines and/or 
17 deliveries which on a day-to-day basis for any reason are not exactly equai to a party 's respecuve proportionate snare of total gas saies to 
18 be allocated to it. the balancing or accounung between the respective accounts of the parties shall be in accordance w ith any gas balancing 
19 agreement between the parnes hereto, whether sucn an agreement is attacned as Exhibit " E " . or is a separate agreement. 
20 

21 D. Access to Contract Area and Information: 
,'' V 

•upon prior notification to the Operator 
23 Each party shall have access to the Contract Arealat ail reasonable times, at ics sole cost and risk to inspect cr observe operauons. 
24 and shall have access at reasonable times to information pertaining to the development or operation thereoi. including Operator's books 
25 and records relating thereto-Operator. upon request, shall furnish each of the other parties with copies of ail forms or reports tiled with 
26 governmental agencies.tiaiiy drilling reports, weii logs, tans tables, daily gauge and run tickets and reports ot stock on hand at the first of 
27 each montn. and shallfmake available sampies of any cores or cuttings tasen from any well drilled on tne Contract Area. The cost of 
28 gathering ana fumishingjintormation to Non-Operator, other than that specified above, shall be charged to ir.e Nun-Operator that re-
29 quests the miormauon. ^-During d r i l l i n g , completion, and workover operations, access shal l be l imi ted to 
30 only those personnel d i r e c t l y involved i n performing the actual work:. 
31 E. Abandonment of Wells: 
32 
33 1. Abandonment of Dry Holes: Except for any weii drilled or deepened pursuant to Article VI.B.2.. any well which has been 
34 drilled or deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be plugged and abandoned 
35 without the consent of all parnes. Should Operator, after diligent effort, be unable to contact any party, or should any party fail to reply 
36 within forty-eight (48) hours (exclusive of Saturday. Sunday and legal holidays) after receipt of notice of the proposal to piug and abandon 
37 such well, such party shall be deemed to have consented to the proposed abandonment. All such wells shall be piugged and abandoned in 
38 accordance with applicable regulations and at the cost, risk and expense of the parues who participated in the cost of drilling or deepening 
39 such well. Any party who objects to piugging and abandoning such well shall have the right to take over the well and conduct further 
40 operations in search of oil and/or gas subject to the provisions of Article VLB. 
41 
42 2. Abandonment of Wells that have Produced: Except tor any well in which a Non-Consent operauon has been conducted 
43 hereunder ior which the Consenung Parties have not been fully reimbursed as herein provided, any well which has been completed as a 
44 producer shail not be piugged and abandoned without the consent of all parues. If all parties consent to such abandonment, the well shall 
45 be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of alt the parues hereto. If. within 
46 thirty (30) days after receipt of nonce of the proposed abandonment of any weii. all parnes do not agree to the abandonment of such well. 
4 ' those wishing to continue its operauon from the intervals) of uie formauonts) then open to production shall tender to each of the other 
48 parties its proportionate share of the value of uie well's salvabie material and equipment, determined in accordance with the provisions of 
49 Exhibit "C". less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign 
50 the non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and 
51 material, all of its interest in the weii and related equipment, together with its interest in the leasehold estate as to. but oniy as to. the in-
52 terval or intervals of the formation or formations then open to production. U »ha iniaran af tha abandoning pirrw it nr inrinrlat an nil mri 
53 gii mi»«MiiAfw<l>>IUMtmi M>> dr i iw ia riii mw aawiiii ptrw an pmtmm aw ail and aa« I m i i limitxi io tha imamii nr in. 
54 taraaii af tha (ermaaen ar fyrn»aan> that apew ia apaauetiam fat a una af ana (1) y«ar and tn long rhrrrafrrr as nil anri/nr gat it (im-
55 duaad from iha iwiawai a* intaavaia af tkt femuuaa er fawiianeiu L8»«Ma theaeayi tueh laata to ba an rha form mtiirharl ir Frhihit i 
56 
57 
58 
59 *r-
60 :.: 
61 
°2 
63 
64 
65 „ 
66 
67 . ' ' ? ' " • • ' • • , 
68 . 
69 >***7 
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ARTICLE V I 

continued 

1 The assignments or ieases so iimtted shall encompass tne' 'drilling unit'' upon which the weii is located. The payniem by. and the 

2 assignments or ieases to. the assignees shall be in a ratio oased upon tne rciauonshio ot their respecuve percentage ot paruciparioo tn the 
. Contract Area to uie aggregate ot the percentages ot oarncioanon tn the Contract Area oi ail assignees. There snail be no reaoiustment ot 
^ interesa in uie remaining poruon ot the Contract Area. 

•> 
" Thereafter. acandonmg parties snaii have no turtner resrcnsibiiitv. iubiiitv. jt interest in ihe operation ot or production ircm 

:nc wen in the iniervai or intervals then ootn otner man tr.e rovaiues retamea m anv iease made unucr tne terms ot tnis Articie. Upon re-
* uucst. Operator snaii continue to cperate tne assignee ?•••!• ior the account ct tne non-aoanaoning parties at ;ne rates and cnar2ts con-
" templates bv this agreement, pius anv additional tost ana c.-arzes wmcn may arise as tne result ot uie separate ownersnio ot the assumed 

10 -A L'ran proposea abandonment c: tne producing :r.ttrvai;si assignee or icased. the assignor or iessor sr.aii then nave mc option to 
11 repurcnase its prior interest in tne weii msing tne same vaiuauon tormuiai ana participate in further operauons tncrein suoien to tne pro-

12 visions nereot. 
13 
I-i 3 Abandonment ot Non-Consent Ooerauons: Tr.z provisions ot Articie Vl.E.l. or VI.E.2. above shall be applicable as between 
1 5 Consenting Parues in tne event ot tne proposea abandonment ot any weii excepted trom said Articles: provided, however, no well shall be 
16 r-ermanentiv plugged and abandoned uniess and until ail carties having tne right to conduct further operauons tncretn have been notified 
17 ot tne proposed abandonment ana afforded the opportunity to eiect to take over tne weii in accordance with tne srovtsions ot this Arucie 
18 VI.E. 
19 

ARTICLE VI I . 

EXPENDITURES AND LIABILITY OF PARTIES 

2-4 

-5 The liability ot the parues shall bt- several, not lomt or collective. Each party shall be responsible univ tor its obligauons. and 
26 shall be liable oniy ior its proportionate snare ot the costs ot Jcveioomg anc opcraung the Contract Area. Accordingly, the bens granted 
2"1 among tne parues in Article VTI.B. are given to secure oniv the deots oi each severally. It is not tne intention of the parues to create, nor 
28 snail this agreement be construed as crcattne. a mining or otner partnersnip or association, or to renoer tne parties iiabie as partners. 
29 

30 B. Liens and Payment Defaults: 
31 
32 Each Non-Operator grants to Operator a lien upon its oil and gas rights tn the Contract Area, and a security interest in its share 
33 ot oil and/or gas when extracted and its interest in all equipment, to secure payment of its share of expense, together with interest thereon 
34 at the rate provided in Exhibit '"C". To the extent that Operator has a security interest under the Uniterm Commercial Code of uie 
35 state. Operator shall be entitled to exercise the rights anc remedies of a secured party under the Code. Tne bringing of a suit and the ob-
36 taming of judgment by Operator tor the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien 
37 rights or security interest as security for the payment tnereot. In addition, upon default by any Non-Operator in the payment of its share 
38 ot expense. Operator shall have tne right, without prejudice to other rights or remedies, to collect from the purchaser the proceeds from 
39 the saie of such Non-Operator 's share of oil and/or gas until the amount owed by such Non-Operator, plus interest, has been paid. Each 
40 purchaser shall be entitled to rely upon Operator 's written statement concerning the amount of any default. Operator grants a like lien 
41 and security tnterest to the Non-Operators to secure payment of Operator 's proportionate share of expense. 
42 
43 If any party fails or is unable to pay its share oi expense within sixty i60i days alter rendition ot a statement therefor by 
44 Operator, the nondeiaulting parties, including Operator, shall, upon reauest by Operator, pay the unpaid amount in the proportion that 
45 the interest of each such party Dears to the interest ot all such parnes. Each pany so paying its share of the unpaid amount shalL to obtain 
46 reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph. 
47 
48 C. Payments and Accounting: 
49 
50 Except as herein otherwise specifically provided. Operator shall promptly pay and discharge expenses incuned in the development 
51 and operauon of the Contract Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor-
52 tionate shares upon the expense basis provided in Exhibit "C". Operator shall keep an accurate record of the joint account hereunder. 
53 showing expenses incurred and charges and credits maae and received. 
54 " -\ 
55 Operator, at its election, shall have the right from ume to time to demand and receive from the other parties payment in advance 
56 of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding 
57 month, which right may be exercised oniy by submission to each such party of an itemized statement of such estimated expense, together 
58 with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted 
59 on or before the 20th day of the next preceding month. Each carry shall pay to Operator its proportionate share of such estimate within 
60 fifteen (15) days after such estimate and invoice is received. If any pany fails to pay its share of said estimate within said ume. the amount 
61 due shall bear interest as provided in Exhibit "C" unoi paid. Proper adjustment shail be made monthly between advances and actual ex-
62 pease to uie end that each party shall bear and pay its proportionate share of actual expenses incurred, and no more. 
63 
64 D. Limitation of Expenditures: _ 
65 
66 1. Drill or Deepen: Without tne consent ot ail oanies, no well shall be drilled or deepened, except anv well drilled or deepened 
67 pursuant to me provisions of Article VI.B.2. of this agreement. Consent to the drilling or deepening shail include: 
68 " • 
69 

20 
21 

-3 A. Liability of Panies: 
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S Option No. 2: All necessary expenditures ior the drilling or deepening and testing of the well. When sucn well has reached its 
authorized depth, and ail tests have been completed, and the results thereot furnished to the parties. Operator shaii give immediate notice 

6 to die Non-Operators wno have the ngnc to parucipate in the comoietion costs. The parues receiving sucn notice shall have torty-etght 
" (48) hours iexclusive ot Saturcav. Sundav and leaai holidavsi in which to eiect to parucipate in the setnng of casing and the completion at-
S tempt. Such eiecuon. wnen made, shail include consent to aii necessarv expenditures ior the completing ana eouipptng ot sucn weii. in-
9 eluding necessarv tanxage and/or surtace taciiiues. Faiiure oi any partv receiving sucn nouce to reply within the period above nxed shall • 

10 consutute an eiecuon by tnat partv not to parucipate in the cost ot the completion attempt. If one or more, but iess man ail of the parties. 
11 elect to set pipe and to attempt a comoietion. the provisions oi Arucie VI.B.2. hereot (the phrase "reworking, deepening or piugging 
12 back" as contained in Article VI.B.2. shall be deemed to include "completing") shall apply to the operauons thereafter conducted by less 
13 than all parues. 
14 
13 2. Rework or Plug Back: Without the consent of ail parues. no weii shali be reworked or piugged back except a weii reworked or 
16 plugged back pursuant to me provisions of Article VI.B.2. of this agreement. Consent to the reworking or piugging back of a well shail 
17 include all necessary expenditures in conducting such operanons and completing and equipping of said well, including necessary tankage 
18 and/or surface facilities, 
19 
20 3. Other Operanons: Without tne consent of all parnes. Operator shall not undertake anv single proiect reasonably estimated 
21 to require an expenditure m excess ni Twenty Five Thousand & no/100 PinU,™, 5 25.000.00 , 
22 except tn connecuon with a well, the drilling, reworking, deepening, completing, recompieting. or plugging back of which has been 
23 previously authorized by or pursuant to this agreement: provided, however, that, in case of explosion, tire, flood or otner sudden 
24 emergency, whether of the same or different nature. Operator may take such steps and incur such expenses as in its opinion are required 
25 to deal with the emergency to saieguard life and property but Operator, as promptly as possible, shall report the emergency to the other 
26 parties, if Ouiumui UILUIUU UU uuiiwin iui1 u.'ipiinaitun. u iFTTi fur m u»n use. Operate? shall fur-nun um fiwn ULniauji JU iLUUESlUHf" 
27 an 1I1LLJI11 mi 11111 IIIII I ii i in. «u» nimi'n pimnin »n«im» m i i imil ni — — — — _ _ _ r _ g B M M M | M M ^ M ^ r _ 

28 DulLlU '1111 i r i IIIIII 11 • [ • • • I I lini •imiimnh 

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



A.A.P.L. FORM 610 • MODEL FORM OPERATING AGREEMENT - 1982 

ARTICLE VII 
connnued 

I G. Insurance: 

2 
} At ail times while operanons are conducted hereunder. Operator shali comply with the workmen s compensauon law of 
4 the state wr.ere the operauons are being conducted: provided, however, that Operator may be a seif-insurer tor liability under said com-

pensation taws in which event the oniv charee that shall be maae to the joint account shail be as provided in Exhibit "C" Operator shall 
also carrv provide insurance tor the benent ot tne loint account oi the parties as outiined in Exhibit "D . attacned to ana maae a part 
r.ereot. Operator shall require ail contractors engaged in woric on or tor the Contract Area to comoiy with the woncmen's compensation 

5 .aw oi tne state where the operauons are ceins conuuctca ana to maintain sucn otner insurance as Operator may require. 

9 
10 In the event automobile puoiic liability insurance is specuied in said Exhibit " D " . or subseauentiy receives the approval oi the 

I I parties, no airect charge shall be maae by Operator ior premiums paid tor sucn insurance tor Operator 's automotive eauipment. 

12 
13 ARTICLE V I I I . 
14 ACQUISITION. MAINTENANCE OR TRANSFER OF INTEREST 
t5 

16 A. Surrender of Leases: 
i7 
18 The leases covered by this agreement, insofar as thev embrace acreage in the Contract Area, shall not be surrendered in whole 

19 or in part uniess all parues consent thereto. 

20 
21 However, should any party desire to surrender its interest in any tease or in any poruon thereot. and the other pirues do not 
22 agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of titie. ail of its interest in 
23 such iease. or portion thereot. and any weii. material and equipment which mav be located thereon and anv rights in producuon 
24 thereatter secured, to the parties not consenting to such surrender. If rhe. interest 01 iho •scuttling party is or includes an aii ami giu in 
25 toMM. me assigning party snail execute ana deliver ta 'ne pany of games not consenting to men surrender an on and gas iease covering • 
26 iueh eii ami gas interest for a term of one i l i your and DO lonu thereafter as oil and/or eas u. prcducaa from tne land revered thereby, such 
27 li-aaa io oo on iho iorm auncneo hereto M Enhibit I I " Upon such assignment or iease. the assigning party shail be relieved from all 
28 obligauons thereafter accruing, but not theretotore accrued, with respect to the interest assigned or ieased and the operauon of any well 
29 attributable thereto, and the assigning party shall have no lurther interest in the assigned or leased premises and its equipment and pro-
30 duction other than the royalties retained in any lease made under the terms ot this Arucle. The party assignee or lessee shall pay to the 
31 party assignor or lessor the reasonable salvage vaiue ot the latter 's interest in any wells and equipment attributable to the assigned or leas-
32 ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit "C*. less the estimated cost of 
33 salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one pany. the interest 

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

35 
36 Any assignment, lease or surrender made under this provision shall not reduce or change the assignor 's, lessor's or surrendering 
37 party's interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area: and the acreage 
38 assigned, leased or surrendered, and subsequent operations thereon, shall not thereatter be subject to the terms and provisions of this 

39 agreement. 

40 

41 B. Renewal or Extension of Leases: 
42 
43 If any party secures a renewal of any oil and gas lease subiect to this agreement, ail other parties shail be notuied promptly, and 
44 shall have uie right for a period of thirty (30) days following receipt of such notice in which to elect to participate in the ownership of the 
45 renewal lease, insofar as such lease aifects lands within the Contract Area, by paying to the party who acquired tt their several proper pro-
46 pomonate shares of uie acquisition cost allocated to that part of such lease within the Contract Area, which shall be m proportion to uie 

47 interests held at that time by the parties in the Contract Area. 

48 
49 If some, but less than all. of uie parties elect to participate in the purchase of a renewal lease, it shall be owned by the panies 
50 who elect to participate therein, in a rauo based upon uie relationship of their respecuve percentage of parucipauon m the Contract Area 
51 to the aggregate of the percentages of parucipauon in the Contract Area of all parties participating in the purchase ot such renewal lease. 

52 Any renewal lease in which less than ail parnes eiect to participate shall not be subject to tins agreement. 

53 
54 Each party who participates tn the purchase of a renewal lease shall be given an assignment of its proportionate interest therein 

55 by the acquiring party. 

56 
57 Tne provisions of this Article shali apply to renewal leases whether they are for the entire interest covered by the expiring lease 
58 or cover oniy a portion of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor lease, or taken or 
59 contracted for within six (6) months after the expiration of the existing lease shall be subject to this provision: but any iease takan-or con-
60 tracted for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not be subject to 
61 the provisions of this agreement. 
o2 -
63 The provisions in this Articie shall also be applicable to extensions of oil and gas ieases. ~ 
64 
65 C. Acreage or Cash Contributions: — -
66 1 

67 Whue this agreement is in force, if any pany contracts for a contribution of cash towards the drilling of a weU or any. other 
68 operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other operatian and.shall be 
69 applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the parry to"whorB the con-
70 tribution is made shall promptly tender an assignment of the acreage, without warranty of tide, to the Drilling Parties in. the trrajpirinm 

. i t u r t K M t i i 
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ARTICLE Vm 
OUIlUlHlWI 

1 said Drilling Pares shared tne cost of drilling the well. Such acreage shall become a separate Contract Ara ana, to the extent possible, be 
2 governed by provisions identical to this agreement. Each parry shali promptly nonfy all other parnes ot any acreage or cash contributions 
3 it may obtain in support of any weii or any other operauon on the Contract Area. The above provisions shall also be applicable to op-
4 tionai rights to earn acreage outside die Contract Area which are in support of a weii drilled inside the Contract Area. 
5 
h If any partv contracts for anv consideration reiatmg to disDOSitton ot such party 's share ot substances produced hereunder, such 

consicerauon shall not be deemed a coniriouuon as contemplated in this Articie V1II.C. 

s 
9 D. Maintenance of Uniform interest: 

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

31 If permitted by the iaws of the state or states in which the property covered hereby is located, each party hereto owning an 
32 undivided interest m the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its undivided 
33 interest therein. 

34 
35 £i—Puianmiial Right in fiiriliami 
36 

V) I ™ ? T , w , " , n * «"d 1 0 P«"*«">. «he purchase pnce. and all other term, of Uie offer. The o t t e ^ r S « ^ « « » 
- ' ° P t x > n , ) nght, for a penod of ten ( i 0) days after receipt of the nouce. to purchase on uie same in™ J ^ J ^ T J T ^ - ^ ™ ^ 
41) propose, to seii: and. if (his option* right is exercised. tnipttrchaam«l™es , ^ ^ , ^ ^ 1 ^ ^ ^ ^ ^ M ** 0 l h C r P > n 

44 b u e ^ ^ T u P ^ ^ ^ ^ ^ r r g ^ p e n y exchange, or conveyance with a retained producuon payment, or is required lo uibaaaign its 
44 w ^ P u r t i M n u o j H j i t w ^ This Arucle VIIIF. shall not be applicable to my parry'. i n u » M w t a . u M ^ 
4, ^ « 5 ^ « ^ « » n j 0 % . ForpurposeofuiisAnidcVmF.a "parr,-, mterer," shall b « ^ ^ 
46 ' " —• — . , _ 
47 ARTICLE IX. 

48 INTERNAL REVENUE CODE ELECTION 
s49 

50 This agreement is not intended to create, and shall not be construed to create, a relationship of partnership or an association 
51 for profit between or among the parties hereto. Notwunstandtng any provision herein that die rights and liabilities hereunder are several 
52 and not joint or collective, or that this agreement and operanons hereunder shall not constitute a pannership. if. for federal income tax 
53 purposes, this agreement and the operauons hereunder are regarded as a pannership. each party hereby affected elects to befxebided 
54 from the application of all of die provisions of Subchapter "K*\ Chapter-1. Subtide "A"', of the internai Revenue Code of as per-
55 nutted and authorized by Section 761 of the Code and die regulations promulgated thereunder. Operator is authorized and directed to ex-
56 ecute on behalf of each party hereby aifected such evidence of this election as may be required by the Secretary of the Treasury of the 
57 United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns, statements. 
58 and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affected give further 
59 evidence of this election, each such pany shali execute such documents and furnish such other evidence as may be required by the 
60 Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take any other 
61 action inconsistent with the election made hereby. If any present or future income tax iaws of die state or states in which uie Contract 
62 Area is located or any future income tax iaws of the^uxed States contain provisions similar to those in Subchapter " K " . Chapter 1. 
63 Subtide "A", of die Internal Revenue Code of 4fiS£ unoer which an eiecuon simtlar to that provided by Section 761 of the Code is per-
64 mined, each party hereby affected shail maxe such election as may be permitted or required by such laws. In making die foregoing eiec-
65 "on. each such party states that the income denveti by sucn pany from operations hereunder can be adeouately determined without the 
66 computauon of partnership taxable income. ?T*T* ~~ 
67 . . T " • ' 
68 
69 
70 
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! ARTICLE X. 

2 CLAIMS AND LAWSUITS 
3 
4 Operator may settle anv single uninsured third party damage ciaim or suit arising from operanons nereunaer if the expenditure 
5 docs not exceea Twenty F i v e Thcmsarirl & No/ inn . Dollars 

: 25 ,000 .00 jnd n the payment is in comDiete settlement ot such ciaim or suit. If the amount reowreo ior settlement ex­
ceeds inc aoove amount, the parties nereto shaii assume ana take over tne further nanduhg of the ciaim or suit, uniess sucn autnontv is 

^ Jwieifatea to Operator. All costs anu expenses 01 handling, settling, or otnerwise discharging sucn ciaim or suit shall be at tne loint ex-
9 pense 01 the parties oarncipaung in tne ooeratton trom wmch the ciaim or suit arises, if a claim ts maae against anv party or it any party is 

10 ûca on account ot anv matter arising from ooerauons nereunaer over wmch sucn individual has no control because 01 the rights given 
11 Operator bv this agreement, such party shall immediateiv notifv all other parties, and the claim or suit shall be treated as any other ciaim 
12 or suit involving operauons hereunder. 
13 

14 ARTICLE XI. 

15 FORCE MAJEURE 

16 
17 If any party is rendered unable, wholly or in part, bv torce maieure to carry out its obligauons under this agreement, other than 
18 'he obligation to make money payments, that party shall give to all other parties prompt written notice ot the force maieure with 
19 reasonably full particulars concerning if. thereupon, the obligauons ot the oarty giving the notice, so tar as tney are aifected by the force 
20 maieure. shall be suspended during, but no longer tnan. the continuance ot the force maieure. The aliened party shail use aii reasonable 
21 diligence to remove the force mateure situauon as quickly as pracucabic. 
22 
23 The requirement that any torce mateure shall be remedied with ail reasonable dispatch shall not require the settlement of strikes. 
24 lockouts, or other labor difficulty by the party involved, contrary to its wishes: how all such difficulties shaii be handled shail be entirely 
25 witnin the discreuon of the party concerned. 
26 
27 The term "force maieure". as here employed, shall mean an act of God. strike, lockout, or other industrial disturbance, aa of 
28 tne public enemy, war. blockade, public riot, lightning, urc. storm, tiuod. explosion, governmental action, governmental delay, restraint 
29 or inacuon. unavailability ot equipment, and anv otner cause, whether ot the kind specifically enumerated above or otherwise, which is 
30 not reasonably within the control of the party claiming suspension. 

31 
32 ARTICLE XII. 
33 NOTICES 
34 
35 All nonces authorized or required between the panies and required by any of the provisions of this agreement, uniess otherwise 
30 specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed to 
37 the parues to whom uie notice is given at the addresses listed on Exhibit "A". The ongtnaang nouce given under any provision hereof 
38 shall be deemed given oniy when received by the pany to whom such notice is directed, and the time for such pany to give any nonce in 
39 response thereto shall run from the date the originaung notice is received. The second or any responsive notice shall be deemed given 
40 when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party 
41 shall have the right to change us address at any time, and from nme to time, by giving written nonce thereof to all other parnes. 
42 

43 ARTICLE XIII. 

44 TERM OF AGREEMENT 

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

49 
50 G Option No. 1: So long as any of the oil and gas leases subject to this agreement remain or are connnued in force as to any pan 
51 of the Contract Area, whether by production, extension, renewal or otherwise. 

52 
53 § | Option No. 2: In the event the well described in Articie VlsA.. or any subsequent well drilled under any provision of this 
54 agreement, results in producuon of oil and/or gas in paying quantities, this agreement shall continue in force so long as any such well or 
55 weus produce, or are capable of production, and for an additional period of 9 0 days from cessation of all production: provided. 
56 however, if. prior to the expiration of such additional period, one or more of the parues hereto are engaged in drilling, reworking, deepen-
57 ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
58 tions have been completed and ii production results therefrom, this agreement shall continue in force as provided herein. In uie event the 
59 well described in Article VI.A.. or any subsequent well drilled hereunder, results in a dry hole, and no other weii is producing, or capable 
60 of producing oil and/or gas from the Contract Area, this agreement shail terminate unless driiiing. deepening, piugging back or rework-
61 ing operanons arc commenced within 90 days from the date of abandonment of said well. 
62 
63 It is agreed, however, that the termmauon of this agreement shall not relieve any parry hereto from any liability which has 
64 accrued or attacned prior to the date oi such termmauon. 
65 . ~ : 
66 - ; 
67 
68 - - s ^ t ; 

70 r7-n'iTi,j^,Y._ 
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1 ARTICLE XIV. 
2 COMPLIANCE WITH LAWS AND REGULATIONS 
3 
4 A. Law*. Regulations and Orders: 
5 
6 This agreement shall be subject to the conservation iaws oi the state in which the Contract Area is located, to the valid rules. 

7 regulations, and orders ot anv uuiv constituted recuiatorv body oi said state: anu to all other applicable federal, state, and local laws, or-
5 dinances. rules, regulations, anu orders. 
9 

10 B. Governing Law: 
11 

12 This agreement and all mailers pertaining hereto, including, but not limited io. matters ol performance, non-perforyaft'g v}' ry e

h

) ci c c, 

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

14 mTTT2gmnerAfeai5iucatru. ll ;ni! v.unmtrynTcririTT wu ui mua1 sum,, mrnnroi imjj.uicm • —: 
15 sinm-govem. 

16 
17 C. Regulatory Agencies: 

18 

19 Nothing herein contained shall grant, or be construed to grant. Operator the right or authority io waive or Mease any rights, 

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

21 under such laws in reference to oil, gas an«| mineral operations, including the location, operation, or production ot wells, on tracts olfsct-

22 ting or adjacent to the Contract Area. 

23 

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

25 and causes of action arising out of. incident io or resulting directly or indirectly trom 0|>craior's interpretation or application ol rules. 

26 rulings, regulations or orders ol the Department of Energy or predecessor or successor agencies to the extent such iiiti-rpni nion or ap-

27 plication was made in good laith. Each Non Operator further agrees 10 reimburse- 0|>crator lor any amounts applicable 10 MICII Non-

2H Operaior's share ol prtxiiiction ihai Opi-raior may i>c required to refund, rebate ur pay as a result of such an incorrect interpretation or 

29 application, together wiih iniercst and penalties thereon owing by Operator as a result ol such incorrect interpretation or application. 

30 

31 NonOperators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser 

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

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

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

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

36 
37 A R T I C L E X V . 

38 O T H E R PROVISIONS 
39 
40 A. Failure of any parry to execute Uu* agreement thill not render it ineffective a* lo any pany which does execute the same. If 

counterpart! to uua agrcaiuu* arc executed, the signatures and acknowledgment! of lhe panic*. affixed Uiereto, may be combined by 
Operator an, and mated and given elTect for all purpose* u a single instrument. This agreement also may be ratified by separata 

42 instrument referring hereto, each of which shall have the elTect of the original agreement and of adopting by reference all of the 
43 provisicm e«rem contained. 

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

45 panics shall be deemed la have relinquished to consenting parues in any reworking, deepening, plugging back or completing of a 
46 wcu; (as such terms are defined and used in Article VI.B.2. and Article VII.D.2.) shall be lhe ncKxonsenting panties1 share of 

production only from the tnlervat or intervals of the formation or formations from which production is obtained or increased as a 
result of the operations in which the non>«onseming panies did not parucipate. In the event a subsequent operauon is proposed for 

48 such well by one or mora consenting panies prior to recovery of all casts and penalties recoverable from the relinquished interest of 
49 n °a conicnung pany in said interval or formation, non-consenting pany shall be entitled to participate therein lo the extent of its 

irsarest prior to reluioutshmenc 

C Norwilhstanduig anything contained hereinabove lo the contrary, non-operators m»y elect to be earned as a non-consenting party, 
52 in the initial welt lo be drilled or recompieted hereunder. The non-consenting penalty provisions of Article VI.B.2*. and b. shall be 
53 applicable except that for purposes of calculating payout on the initial well, if it is a New Mexico Fruitland Coal well and only if, the 
^ * 400. Vigure on lines 21 and 22 of Article Vl.B.2b. shall be replaced with lhe figures "256%". All other wells remain at 400%'. 

55 O. Notvnthataadiiig anything to the contrary contained in Article VII.B, each pany (contributing party) contributing a iease or 
56 teases (original lease) lo this agreement shall have the option, but not the obligation, at any time prior lo and for sixty (60) days after 

the expiration of the original leua lo renew such lease and lo alone bear the cost and expense thereof and thereby maintain its right, 
title and interest in the tract or tract* included m the original lease and the renewal thereof. If more than one party owns an iniercst in 

58 lhe original lease, the option gramed herein shall inure lo the benefit of such parties jointly and severally. If any pany hereto other 
59 than Uie contributing party (renewing party) renews Uie leas* al any lime, the renewing party shall furnish lhe contributing party an 

rtamiii rl statement of the total cost and expense incurred in acquiring such renewal lease. Tlie contributing party shall have aixly 
(60) days after lhe receipt of such itemized suiement to reimburse the renewing party in full. If the contributing party makes such 
reimbursement, it shall receive from the renewing pany an assignment, subject to this agreement, of alt right, title and interest in and 

62 to the renewal leas*, if the contributing party either renews such lease al it* expense, or fully reimburses the renewing party, Uie ; 

parties' interests hereunder in lhe Contract Area shall remain unchanged. If Uie contrtbultng pany exercises neither of the options 
provided above it shall thereby forfeit iu tight under this Article XV.D., as to such renewal lease and the renewal lease shall 

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

60 
61 

66 
67 
68 
69 
70 

E. This Operating Agreement shall supersede and replace any previous Operating Agreements governing the depths covered in the 
Contract Area shown on the Exhibit "A". 
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ARTICLE XV 
OTHER PROVISIONS 

Through, muruai consent the parties hereto may eiect to 1) convert any well chilled hercunrier to a disposal well 
or any other valuable use, or 2) convey any well drilled hereunder and associated facilities and equipment to 
another party or group of parues and the parues hereto shall share in the value received and the costs bome due 
to such conversion or conveyances as the parues' interest is set forth in Exhibit "A": except m any well Grilled 
hereunder in which a party or parues went non-consent in the drilling ot such well and the producuon from such 
well has not equaled the percentage of costs related to such well provided in Arucie VT.B2.. the approval of 
such conversion or conveyance is required only by the Consenung Parties, and costs bome and the vatue received 
due to such conversion or conveyance shall be shared by the Consenting Parues in accordance with their cost 
bearing share of the driiiing of such well. 

PRIORITY OF OPERATIONS 

If at any rime there is more f n a n one operation proposed in connecuon with any well subject to this agreement, 
then imi»«« all Consenting Parties agree on the sequence of such operauon. such proposals shall be considered 
and disposed of in the following order of priority 

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

(2) A proposal to deepen the well to "authorized depth" if logging and tesung in option (1) above mdicate 
the well has not reach ainhorized depth and formation. 

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

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

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

(6) For a horizontal well, a proposal to drill a new lateral drain hole in a different direcuon at the 
authorized depth; 

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

(8) A proposal to piug back and attempt to complete the well at a depth shallower than the authorized 
depth, with priority given to objectives in Bsrrnriing order up the hole; 

(9) A proposal to sidetrack the well to a new target objective, with priority given first in nstmrting order 
to objecuves above the authorized depth, and then in <<»«r»»«»™» order to the objectives below the 

(10) A proposal to deepen the weii below the authorized depth, with priority given to objectives in 
dfKfiwnig order. 

No party may propose any operation with respect to any well (I) while there is pending a prior proposal far any 
upaauon respecting such well until that proposal is withdrawn or until the operauon contemplated thereby has 
been >«i»ipu»»r» or (ii) while there is in piogtess any operation on such well until such operation has been 

If, at the tune the parties are crjnsidering a proposed operation, the well is in such cemmuon. in the Operator's 
judgment, that a reasonably prudent operator would not conduct such operation for fear of mechanical 
difficulties, placing the hole, equipment or personnel in danger of loss or injury, or fear of loss of the well for 
any reason without being able to attempt a completion at the authorized depth, then the proposal shall be given 
no priority to any proposed operauon except for plugging and »h««<«niTig the well. 

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

H. CONFIDliNTIALrTY 

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

2 MISCELLANEOUS 

3 

4 This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their respective heirs, devisees, 
5 legal representatives, successors and assigns. 
6 

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

8 
9 IN WITNESS WHEREOF, this agreement shall be effective as of 1 s t day of A p r i l 1Q 97 . 

10 
11 
12 
13 
14 
15 
16 

17 

1 8 V 
1 9 Burlington Resources Oil & Gas Company 
21 
22 
23 
24 B Y : 

OPERATOR 

2 5 Robert T. Kennedy, Attorney-in-Fact 
26 
27 
28 

29 
30 
31 
32 
3 3 NON-OPERATORS 
34 
35 
36 

37 Conoco Inc. 
38 

39 B Y : 40 
41 
42 

4 3 Amoco Production Company 
44 

45 B Y : 46 
47 
48 

49 Total Minatome Corp. 
50 
si B Y . : 

Lee Wayne Moore and JoAnn Montgomery 

52 
53 
54 
55 

56 Moore, Trustees 
57 

58 B Y : Jt. 
59 

" BY: I 
61 rjf.i ( 

62 
63 
64 BY: 
°5 Robert Warren Umbach .,„—J$l-
66 
67 
68 
69 

ft 

BY: 
(•! .1 ̂  )• 

70 George William Umbach 

I
•.}-•!• i.l i l v ' t l i ' v t i n ; n : r » is i t ' t H r n r ' 1 

• t . t l ' t ivt ;n» « t . f i i ' W r r f ^ Witt inu; by 
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NON-OPERATORS CONT. 

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

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

BY: 
Catherine Rugen 

Hope G. Simpson Estate 

BY: 

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

BY. 
Minnie A. Fitting 

BY: 
Robert P. Fitting 

BY: 
Catherine H. Ruml 

Katherine I . White 

BY: 

BY: 
Elizabeth B. Farrington 

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

BY: 
Walter B. Farnham 

BY: 
Roy E. Bard, Jr. 

BY: 
Robert T. Isham 
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NON-OPERATORS CONT. 

BY: 
Mary F. Love 

BY: 
James C. Bard 

BY. 
William P. Sutter 

George S. Isham Trust 

BY: 

BY: 
Albert L. Hopkins, Jr. 

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

BY: 
Virginia W. Isham 

BY: 
Eleanor Isham Dunne 

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

BY: 

Michael Simpson Trust 

BY: 

Patricia Simpson Trust 

BY; 

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

BY: 

15a 



NON-OPERATORS CONT. 

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

BY: 

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

BY. 

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

BY: 

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

BY: 

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

BY: 

BY: ^ 
Robert D. Fitting 

BY: 
W. Watson LaForce, Jr. 

BY: 
J. Robert Jones 

BY: 
Robert B. Farnham 



NON-OPERATORS CONT. 

BY: 
Charles Wells Farnham, Jr. 

BY: 
Louis W. Hill, Jr. 

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

BY: 

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

BY: 

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

BY: 

Ralph U. Fitting Jr., Trust 

BY: 

Sabine Royalty Company 

BY: 

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

BY: 

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

BY: 



NON-OPERATORS CONT. 

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

BY: 

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

BY: 

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

BY: 

BY: 
Diane Deny 

BY: 
Joan Deny 

Anthony Bard Boand 

BY: 

BY: 
Dorothy M. Deny 

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

BY: 

BY: 
George A. Ranney 

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

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

BY. 
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NON-OPERATORS CONT. 

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

BY: 

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

BY: 

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

BY: 

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

BY: 

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

BY: 

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

BY: 

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

BY: 

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

BY: 



NON-OPERATORS CONT. 

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

BY: 

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

BY: 



ACKNOWLEDGMENTS 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SAN JUAN ) 

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

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

My Commission Expires: 
Notary Public 

STATE OF 

COUNTY OF 

_) 
) ss. 

. ) 

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

, a 
corporation. 

day of 
_ o f _ 

.corporation, for and on behalf of said 

My Commission Expires: 
Notary Public 

STATE OF 

COUNTY OF 

_) 
) ss. 

J 

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

Trust. 

day of 
, o f 

My Commission Expires: 
Notary Public 



ACKNOWLEDGMENTS CONT. 

STATE OF ) 
) ss. 

COUNTY OF ) 

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

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 DESTA DRIVE , SUITE 100W 
MIDLAND, TX 79705-4500 

10.311905% 

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

10.175500% 

TOTAL MTNATOME CORP. 
2 HOUSTON CENTER, SUITE 2000 
909 FANNIN 
P.O. BOX 4326 
HOUSTON, TX 77210-4326 

3.553900% 

LEE WAYNE MOORE 
AND JO ANN MONTGOMERY MOORE, TRUSTEES 

0.294805% 

403 N. MARIENFIELD 
MIDLAND, TX 79701 



EXHIBIT "A" CONT. 

GEORGE WILLIAM UMBACH .369518% 
2620 S. MARYLAND PKWY. #496 
LAS VEGAS, NV 89109 

ROBERT WARREN UMBACH .369518% 
P.O. BOX 5310 
FARMINGTON, NM 87499 

LOWELL WHITE FAMILY TRUST .037019% 
C/O SUNWEST BANK OF ALBUQUERQUE, N.A. 
ATTN: CATHERINE RUGEN 
P.O. BOX 26900 
ALBUQUERQUE, NM 87125-0500 

WALTER A. STEELE .037019% 
C/O SUNWEST BANK OF ALBUQUERQUE, N.A. 
ATTN: CATHERINE RUGEN 
P.O. BOX 26900 
ALBUQUERQUE, NM 87125-6900 

ESTATE OF G. W. HANNETT .030850% 
C/O SUNWEST BANK OF ALBUQUERQUE, N.A. 
ATTN: CATHERINE RUGEN 
P.O. BOX 26900 
ALBUQUERQUE, NM 87125-6900 

T. G. CORNISH .024680% 
C/O SUNWEST BANK OF ALBUQUERQUE, N.A. 
ATTN: CATHERINE RUGEN 
P.O. BOX 26900 
ALBUQUERQUE, NM 87125-6900 

PATRICIA HUETER .006171% 
C/O SUNWEST BANK OF ALBUQUERQUE, N.A. 
ATTN: CATHERINE RUGEN 
P.O. BOX 26900 
ALBUQUERQUE, NM 87125-6900 

MARY EMILY VOLLER .006170% 
C/O SUNWEST BANK OF ALBUQUERQUE, N.A. A 

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

A. T. HANNETT .006170% 
C/O SUNWEST BANK OF ALBUQUERQUE, N.A. 
ATTN. CATHERINE RUGEN 
P.O. BOX 26900 
ALBUQUERQUE, NM 87125-6900 

HOPE G. SIMPSON 0.651006% 
C/O SIMPSON ESTATES INC. 
30 N. LASALLE, STE 1232 
CHICAGO. IL 60602-2504 



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 I . WHITE 
C/O JOHN BEATY 
BAETY HAYNES & ASSOCIATES INC. 
2 WISCONSIN CIR., STE 400 
CHEVY CHASE, MD 20815-7006 

ELIZABETH B. FARRTNGTON 
12 MURRAY FULL SQUARE 
MURRAY HILL, NJ 07974 

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

WALTER B. FARNHAM 
P.O. BOX 494 
NORWOOD, CO 81423-0494 

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 



EXHIBIT "A" CONT. 

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

1.205003% 

ALBERT L. HOPKINS JR 
P O BOX 67 
DANBURY, NH 03230-0067 

0.456838% 

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

0.164464% 

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

0.602501% 

ELEANOR ISHAM DUNNE 
728 ROSEMARY RD. 
LAKE FOREST, EL 60045 

1.525335% 

JOHN M SIMPSON & WILLIAM 3.906037% 
SIMPSON TR U/W JAMES SIMPSON J. 
C/O TRUST CO OF NEW YORK 
ATTN: BARRY WALDORF 
114 WEST 47TH STREET 
NEW YORK, NY 10036 

MICHAEL SIMPSON TRUST 2.996042% 
C/O 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 III A 

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 II I 
SUCCESSOR TRUSTEE U/A/D 2-9-79 
FBO GWENDOLYN S. CHABRIER 
C/O SIMPSON ESTATES 
30 N LA SALLE ST #1232 
CHICAGO, IL 60602-2503 



EXHIBIT "A" CONT. 

WILLIAM SIMPSON TRUST 1.953018% 
PATRICK J HERBERT II I 
SUCCESSOR TRUSTEE OF THE 
WM SIMPSON TRUST DTD 12-17-79 
30 N LASALLE 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% 
1 ST 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 0.934459% 
# 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 
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RALPH A BARD JR, TRUSTEE 
(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. 
(FKA RALPH A. BARD, JR. TRUST) 
TRUSTEE U/A/D 7-25-49 
135 S. LA SALLE STREET 
SUITE 2320 
CHICAGO, EL 60603-4108 

GUY R. BRAINARD JR. TRUSTEE, OF 
THE GUY R. BRAINARD JR TRUST 
DATED 9/9/82 
RR 6 BOX 281 
BROKEN ARROW, OK 74014 

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

SABINE ROYALTY TRUST 
C/O PACIFIC ENTERPRISES 
ABC CORPORATION 
ATTN: SARA WILLIAMS 
3131 TURTLE CREEK BLVD. 
DALLAS, TX 75219 

JUDITH SHAW TRUST 
U/A/D 4-14-66 
THOMASVILLE RT. BOX 60-B 
BIRCH TREE, MO 65438 

NANCY C. BARD LISA BARD FIELD 
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 A 

ELIZABETH T. ISHAM TRUST 
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 
U/A/D 8-27-62 
THOMASVILLE RT. BOX 60-B 
BIRCH TREE, MO 65438 

WILLIAM W. SHAW TRUST 
U/A/D 12-28-63 
THOMASVILLE RT BOX 60-B 
BIRCH TREE, MO 65438 



EXHIBIT "A" CONT. 

DIANE DERRY 0.139272% 
736 HTNMAN AVE #1W 
EVANSTON, IL 60202 

JOAN DERRY 0.13 9272% 
P.O. BOX 866 
TESUQUE, NM 87574 

ANTHONY BARD BOAND 0.414787% 
BANK OF AMERICA ILLINOIS 
ATTN: DEAN KELLY 
POBOX 2081 
CHICAGO, EL 60690 

DOROTHY M. DERRY 0.139272% 
2648 E WORKMAN AVE., STE 211 
W. CO VINA, CA 91791 

KEYES BABER PROPERTIES 2.225319% 
C/O TX COMMERCE BANK MIDLAND 
ACCT #50-1532-00 
PO BOX 209829 
HOUSTON, TX 77216 

GEORGE A. RANNEY 0.520756% 
17370 WEST CASEY ROAD 
LE8ERTYVILLE, IL 60048 

FREDERICK F. WEBSTER JR 0.308371% 
(FKA WEBSTER PROPERTIES PARTN) 
945 WOODLAND DRIVE 
GLENVIEW, EL 60025 

FF WEBSTER IV TRUST ESTATE 0.308371% 
(FKA WEBSTER PROPERTIES PARTN) 
C/O COLORADO NATL BANK 
P.O. BOX 17532 
DENVER, CO 80217 

JOHN I . SHAW JR TRUST 1.083016% 
U/A/D 1-2-57 
THOMASVILLE RT BOX 60-B 
BIRCH TREE, MO 65438 v 

SUSANNE SHAW TRUST 1.083016% 
U/A/D 9/11/53 
THOMASVILLE RT BOX 60-B 
BIRCH TREE, MO 65438 

ARCH W. SHAW I I TRUST 1.083016% 
U/A/D 2/1/71 
THOMASVILLE RT BOX 60-B 
BIRCH TREE, MO 65438 

BRUCE P. SHAW TRUST 1.083016% 
U/A/D 6/8/72 
THOMASVILLE RT BOX 60-B 
BIRCH TREE. MO 65438 
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EXHIBIT "A" CONT. 

NORMAN L. HAY JR., TRUSTEE OF THE 0.832603% 
NORMAN L. HAY JR GS TRUST 
3208 ELDON LN 
WACO, TX 76710 

EDWARD L. RYERSON JR TRUST 0.520755% 
(FKA EDWARD L. RYERSON) 
CAMBRIDGE TRUST CO TRUSTEE 
ATTN. DAVID STRACHAN 
1336 MASSACHUSETTS AVE 
CAMBRIDGE, MA 02138-3829 

MARGARET STUART HART 0.774329% 
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 0.774329% 
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. 0.774329% 
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 0.774329% 
FIRST NATL BANK OF CHICAGO & 
U/A ROBERT DOUGLAS STUART TOTAL 100.000000% 
ATTN: GAYLE COTTON 
8150 N CENTRAL EXPY, STE 1211 
DALLAS, TX 75206 
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EXHIBIT "B" 

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



COPAS - 1984 - ONSHORE 

Recommended by the Council 
of Petroleum Accountants 
Societies 

KHHED 601, BOX soo 
TULSA OK 7 * 1 0 1 

EXHIBIT " c " 
Attached to and made a part of t h a t c e r t a i n Operat ing Agreement dated A p r i l 1 . \9<)7. by and 

between BURLINGTON RESOURCES OIL & GAS COMPANY, as Opera to r , and Non-Operators. 

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

I . GENERAL PROVISIONS 

1. Definitions 

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

Statement and Billings 

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

3. Advances and Payments by Non-Operators 

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

B. Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not made 
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at Terns flo—ercf.— 
Bank, Houston, Texas 0 n the first day of the month ih which delinquency occurs plus To or the maximum 

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

4. Adjustments 

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

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies. 
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OR 
5. Audits 

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

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

6. Approval By Non-Operators 

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

V 

I I . DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Ecological and Environmental 

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

2. Rentals and Royalties 

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

3. Labor 

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

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

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

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

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

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

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

4. Employee Benefits 

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

5. Material 

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

6. Transportation 

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

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

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

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

7. Services 

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

8. Equipment and Facilities Furnished By Operator 

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate 
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense, 
insurance, taxes, depreciation, and interest on gross investment less accumulated depreciation not to exceed 
twelve percent (__12_%) per annum. Such rates shall not exceed average commercial rates currently pre­

vailing in the immediate area of the Joint Property. 

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

9. Damages and Losses to Joint Property 

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

10. Legal Expense 

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

11. Taxes 

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

12. Insurance 

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

13. Abandonment and Reclamation 

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

14. Communications 

Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio and 
microwave facilities directly serving the Joint Property. 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 I I . 

15. Other Expenditures 

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

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: 

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

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

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

V 
i i i . The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services 

and contract services of technical personnel either temporarily or permanently assigned to and directiy employed in 
the operation of the Joint Property: 

f* 1) shall be covered by the overhead rates, or 
( ) shall not be covered by the overhead rates. 

l v . 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 $ 5.1OO.00 
(Prorated for less than a full month) 

Producing Well Rate $ 510.00 

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

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

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

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5) consecutive 
work days or more shall be made at the 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 well either produced or injected into for any portion of the month shall be considered as a one-
well charge for the entire month. 

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

•\ 
(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall 

be considered as a one-well charge providing the gas well is directly connected to a permanent sales 
outlet. 

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

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

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

B. Overhead - Percentage Basis 

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

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

(b) Operating 

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

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

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

V 
2. Overhead - Major Construction 

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of 
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the 
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint 
Account for overhead based on the following rates for any Major Construction project in excess of $ 25,000.DA : 

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

B. _ _ J L _ _ % of costs in excess of S100.000 but less than $1,000,000. plus 

C 2 % 0 f CoSts in excess of Sl.000.000. 

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

3. Catastrophe Overhead 

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

A 5 _ _ % of total costs through $100,000; plus 

B. 3 % 0 f tota| C 0 S l s m e x c e ss of $100,000 but iess than $1,000,000: plus 

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

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

4. Amendment of Rates 

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

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

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

1. Purchases 

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

2. Transfers and Dispositions 

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



A. New Material (Condition A) 

(1) Tubular Goods Other than Line Pipe 

(a) Tubular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill published 
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 
mav be used. Freight charges for tubing will be calculated from Lorain. Ohio and casing from Youngstown. 
Ohio. 

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

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

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

(2) Line Pipe 

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

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

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

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

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

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

B. Good Used Material (Condition B) 

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

(1) Material moved to the Joint Property 

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

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

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

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

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

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

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

C. Other Used Material 

(1) Condition C 

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

Material, excluding junk, no longer suitable for its original purpose, but usable for some other purpose shall be 
priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedures 
normally used by Operator without prior approval of Non-Operators. 

(a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe of com­
parable size and weight. Used casing, tubing or drill pipe utilized as line pipe shall be priced at used line 
pipe prices. 

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

(3) Condition E 

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

D. Obsolete Material 

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

E. Pricing Conditions 

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

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

3. Premium Prices 

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

4. Warranty of Material Furnished By Operator 

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

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories. Notice and Representation 

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

2. Reconciliation and Adjustment of Inventories 

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

3. Special Inventories 

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

4. Expense of Conducting Inventories 

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

B. The expense of conducting special inventories shail be charged to the Parties requesting such inventories, except in­
ventories required due to change of Operator shall be charged to the Joint Account. 
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Section UL Overhead Addendum: 

1. iv. The parries agree the overhead rates shali include, but not be limited 
to, the following functions, regardless of whether perfbrmed by Operator, 
Operator's Affiliates, or by third parues: 

Administrative & Accounting 

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

Operations Support Functions 

Coordination, piartning & follow-up 
Design & drafting 
Materials procurement 
Inventory taking and reconciliation 
Gas dispatching and control 
Obtaining permits, certificates 
Warehousing 
Off-site environmental compliance & reporting 
Technical Employees and other labor not permitted as a direct charge 
under Section II.3 or Section DX1 (ii) and (hi). 
Field office expenses associated with engineering and 
aamhustranve/accounting personnel located in the field. 

General Management 
Supervision or management not permitted as a direct charge in Section H.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 11.10. 
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"ONSHORE" 

EXHIBIT "D-l 

Attached to and made a pan 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 resulting from the operations provided hereunder, 
Operator shall mamtain in force during the entire period of this agreement the following Schedule A 
insurance coverage for the benefit of the joint account. Schedule B coverages are the rninimum 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 shail 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/ 
Operauons coverage, Pollution 
Coverage, Owners and Contractors 
Protective Liability, Contractual Liability, \ 
Products and Completed Operation 
Liability 

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

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

Bodily Injury Liability/ 
Prooerrv Damage Liability 

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



Exhibit "D" continued 
Page 2 of3 

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

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

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

Note: If a Non-Operator elects not 
to purchase Controi 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, Combined Single Limit 
are used in operations, include Per occurrence of $5,000,000 
Aircraft Liability, Passenger 
Liability and Property Damage 
Liability Insurance, covering 
Owned, Non-Owned Aircraft and 
Hired Aircraft 

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

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

Combined̂  Single Limit 
Per occurrence of $10,000,000 



Exhibit "D" continued 
Page 3 of3 

f. Property (excluding Business Blanket limit 
Interruption) 

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

Operator, as a working interest owner, shall also obtain for his own account the 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 uniess 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 shail 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 shail not be obligated to obtain or carry on behalf of the Joint Account any insurance additional 
to Schedule A but may, at its discretion, provide additional coverage to a Non-Operator(s) for the 
operations to be conducted hereunder. Each Non-Operator shall acquire at its own expense the Schedule 
B coverage and such excess insurance as it deems proper to protect itself against claims, losses, or 
damages arising out of the joint operations. Such insurance shall include a waiver of subrogation against 
the other Parties in respect of their interest hereunder. Joint Account deductibles and uninsured losses shall 
be 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 shali furnish Operator with Certificates of Insurance evidencing satisfactory Schedule 
B coverages are in force, and Operator shall furnish each Non-Operator, upon request, with Certificates of 
Insurance evidencing Schedule A coverage and all Schedule B coverages that are in force. 

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

Operator shail 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 
Ooerator deems necessary. 



EXHIBIT "D-2 

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

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

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

v 
b. Operator may include the aforesaid risks under its qualified self-

insurance program provided Operator complies with applicable laws, and 
in such an event Operator shall charge to the Joint Account, its actual 
cost, not to exceed a premium determined by applying manual insurance 
rates to the payroll. 

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

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

4. 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. 

5. In the event that less than all Parties participate in an operation conducted 
under the terms of this Agreement, then the insurance requirement and 
costs, as well as all losses, liabilities, and expenses incurred as the result of 
such operation, shall be the burden of \he Party or Parties participating 
therein. 
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Attached to and made a part of that certain Operating Agreement dated April 1, 1997, by 
and between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and 
Non-Operators. 

GAS BALANCING AGREEMENT 

ARTICLE I 
Definitions 

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

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

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

(c) "FERC" refers to the Federal Energy Regulatory 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. 

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

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

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

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

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

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

(I) The "Percentage Ownership" of each Party is equal to that Party's percentage or 
fractional interest in a Well, as determined under the terms of the Operanng 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 ail Parties from such Well. 

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

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

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

ARTICLE H 
Scope and Term of Agreement 

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

2.02 The Agreement shall terminate, separately as to each Well, the earlier of (a) when the oil 
and gas 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 I I I 
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 hs entire Percentage Ownership of such Gas, the other Parties shall be entitled to produce and dispose 
of all or any portion of such Gas; provided, that to the extent such Parties desire to dispose of more Gas 
than is available, they shall share in such Gas in the proportion that each such Party's Percentage 
Ownership bears to the combined Percentage Ownership of all Parties desiring to dispose of such Gas. 

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

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

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

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

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

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

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

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

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

5.01 The Operator shall have the right of controlling production and deliveries of Gas and 
adrninistering 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 faiiure to make deliveries of Gas in accordance 
with the terms of this Agreement if such failure is due to its gross negligence or willful misconduct. 

5.02 The Operator will maintain a separate Gas account for each Party and Well. The Operator 
will furnish each party quarterly a report showing the total Mcf of gas produced from each Well, the Mcf 
used in joint operations, or which was vented or lost, the Mcf of Gas disposed by each Party, each Party's 
Overproduction or Underproduction for each month during the preceding calendar quarter, and the 
cumulative Imbalance of all Parties in each Well at the end of each month during such quarter. In the event 
that production from each 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 
time-to-time. 

ARTICLE V 
Balancing of Gas Accounts 


