
A.A.P.L. PORM;610 - 1989 

MODEL FORM OPERATING AGREEMENT 
AI 

OPERATING AGREEMENT 

DATED 

May 14 \<pB_ , 

OPERATOR Ricfrandson Operating Carpany 

CONTRACT AREA Tbwnslup 30 North, Range 14 West, NMTM 

Section 21: W/2 

Surface bo taase of Pictured Cl i f f s forrration 

COUNTY OR PARISH OE §an Juan STATE OE . _ J ^ i ^ 5 ° 

COI'YRIGII r I9H9 -- AI.I. incurs ni;si;iivi!n 
A M I i l l l C A N A S S O C I A T I O N OF I ' F . T H O I T l !M 

I . A N O M l i N , (100 FOSSIL C K I T K . I I I . V I ) . 

FORT W O U T I I , TTiXAS, 76137. A I ' P H O V l i D 1'OKM. 

A . A . P T . N O . filO - I9R9 

BEFORE THE OIL CONSERVATION DIVISION 

Santa Fe, New M e x i c o 

Case Nos. 1 2 6 4 3 / 1 2 6 4 4 Cons Exh ib i t No. 5 

S u b m i t t e d by: 

R i c h a r d s o n P r o d u c t i o n C o m p a n y 

H e a r i n g D a t e : A ^ M _ 9 i _ 2 0 0 i 



o l P * l / © U u m A t t »utv l< i n i t 

5 r . - l . l l . > 

EX hi! B IT " c " 

(inched (o nnd mud,; n pin t of __Atl:flfjljKd_l;Q_aiid_niQde_.fi..ui.\/:.L_nfl_J'.br'jI.- ctMj.a J â OnRL'al,lnci_ocjr:.(ieinenl;__ 
dated May 14, 1998-, betweenJlicbnrdsDX)..Onei:nIiricj....Company...ns.....Qp.era.tp.Jr.._iliid_Amoco 
nr<3j.UCl;jLo.ii_j;fl^ '.. 

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

J O I N T O P P. R A T I O N S 

t.. o vr.hi r; it A i , P R O V I S I O N S 

Oef ln l t lomi 

"Joinl I ' rtini: i ly " nhn i I men n Ibe icnl nnd pcisnnnl pi opei ly aubjeel In iho nnieemcnl lo which llif.'l Aeconntinrf Proecduic 
In iillnr.li(;d. 
"Jul 111 Opei nllona" shnll menu nil npern lions neeos.'im y nr proper for llio dnvchipmonl, npui nllon, pi nlecllou nnd mnli i lc 
nnnco ol lhc .)oinI Properly. 
' 'Joinl Account" nhnll monii Iho account showing llio dun fren pnid nnd credits received in llie conduct (if Iho Joinl Opei n 
lions 11 ml which nre !o be sluiced by Urn I'm lien. 
"Opoi nloi " nhnll tn n n ri (lie pnrly designated lo conduct Iho Joinl Ope rn I Ion 1, 
"HonOpornlota" ahnll menu Iho f 'ni ilea Lo thin n|;i cement other Ihnn the ()peri\Inr. 
"Pnrtics" nhnll menu Opei nlor nnd Mon-Opcrnlnrs. 
" Pf ra I l^evcl oupcrvlsotn" nludl menu thoso omploycca whose pi Imiu y (uncUnn In Joint Opei nllona In lhc direct supervision 
of oilier employees nnd/or conli iu:l htbor dh eclly. employed on the Joinl Properly In u field opei i \ l ln |f cnpnell}'. 
"Tcchnkn l ICmployoes" ahnll menu (hose employee-.'! hnvinu speelnl nnd specific 0n(jIMut! 1 'ln(f* (roolnfrinn! or olhur piofes 
filonnl s Id I In, nnd who.'io pr lmnry funclion In Jnlnl Opei nlinnn is llu; hiindlhqr id specific opci'iiUni; conditions nnd problem' 
foi llio benefit of llio Joint Propci ly. 
"Peraoiinl IC x pouses" sh n 11 menu l invo l nnd oilier ronsonnhie reimbursable expenses of Opcrntoi 's employees. 
" M it lor Inl" shnll menu poraomil properly, equipment 01 supplies nequh cd or held fur une on lhc Joinl Properly. 
"Controlln 1*1 «• M n l c r l n l " ahnll menu M n l c r l n l which nt the l ime iu no elussified In Ihe Mnlo r ln l Clnssificntlon Mtvminl n 
most reeenlly recommended by the Covincil of Petroleum A ccouutnuls Societies. 

S (n 10 m c n ( nnd f l 111 In j[ s 

Opoinlor ahnll b i l l M011 Ope r n 101 3 on n 1 be In re Iho Inal (In)' of curb month for I h e 11 piopor I lono10 sit 111 c of lhc Join I A < 
ConnL foi' Ihe preceding' month. Swell billa w i l ! be accompanied by sin lemon Is which idenl ify llio nulhoi l ly for cx pendlltn < 
lenso or (nclll ly, nnd nil chorrrea nnd crodlla summit! l/.cd by n ppi oprin le chir.silieiillon.'i nf Investment nnd cKpcnsc cxcc( 
Ihni items of Conli 0II11 bio Mnler in! nnd unusual cluu |;c:i nnd crcdils nhnll be scpntnloly h lcn l l f i cd nnd fully described i 
d e I n i I . 

Advnitce.'i nnd Pnymenls by M 0 n • 0 p e 1 n I n 1 11 

A. Widens otherwise provided for In the nn/t cement, (he Opeinlor mny requite Ihe Mon-Oporn lorn lo advance 'h i 
shnro of estimated ensh nullny (or Ihe su<:eccdiu(r month's (ipcrnlinn wi lh in l i f lcen (l(i) dnyn nfler receipt of the bl 
Inj; or by Iho f l rn l dny of (ho monlh foi' which the ndvnncc in required, whichever In Inter. Opernlor ahull ndjusl cie 
monlbly bi l l infr lo reflect ndvnncen icccived f i o m lhc Non-Opei nlnr>i. 

f) . Is n ch Mon - Ope rn lor situ 11 pn y 11 a pi opni (ion of nil b I lln wi th in fifteen ( I li) d w y a n f tc 1 receipt. I f pity men I la nol mix 
wi lh in aueh lime, (hn Unpaid bnlrmco nhnll bear Inlei c:il monlbly nt (ho pi Imo rnlo In effect nl NQITWGSb 

Uai:il£_Dei.iy.er:„: „n iho n 1 nl day ol Iht! month lu which dn 11nqnoney occurs plus \% or the mnxlmi 
contend rnle permitted by Ihe nppllcnble uauiy Inwa lu lhc. ntnlo In which Ihe Joint Properly la locnted, wfilelic ' 
in Ihe lesser, pitta i i l loiuoy's fcen, coin I conla, nnd oilier coals iu connection w i l h the collodion of tmpnld nmounl 

A (IJ u a I n 1 c 1) I a 

Pnymcul of nny aueh billa ahnll nol prejudice llio r l ^ h l of nny Mon Opei nloi lo piolesl or question the correctness thci 1 
provided, however, nl! billa nnd alnlcmenla 1 entlct ed lo Mon-Opcrntoi a by Opei nloi ihu Ing nny cnlendnr year r.hull c 
eluulvely bo pretnimod lo bo Ii uo nnd correct uf lor Iwenly four ('/!'!) months followlnfr Iho end uf nny ouch cniondnr yc 
unions wHhln Iho tin Id IwDi i ly fou r (2'l) monlh pnrlod n MonOpoi nlor Inliea wi l l inn cMcnpllon Iboroto nnd mnlton clnlm 
Opernlor for ndjuslmonl. Mo ntl juslmnnl fnvoi nblo lo Opei nloi nhnll bo mnde unless i l la mode wi lh in lhc snmo prcoci'H 
period. The provisions of Ibis [ini itRi nnb nhnll not prevent ndpislmenh) 1 eaullhqr f i om n physlcnl Inventory of Controlbi 
Mnlcr ln l ns piovidcd lor lu Jjcclion V. 



I I I . O V r C H I l t f A D ILLEGIBLE 
O v p. r l i c i\ il - D r i l l l n i r nnd P roduc ing O p u rn t in nn 

I. As componanllon for ntlmlninlrnllvc, supervision, office services nnd warehousing cos Li, Opernlor shnll chnrgc d r i l l i n g 
nnd producing' opcmliona on cilhcr: 

( X ) Fixed flnle Hnsis, Paragraph I A, or 
( ) Percentage Hnsis, Paragraph IH 

Unlcs.'i otherwise ngroed lo t>y Ihe Portion, aueh charge ahnll he In lieu of coals nnd expenaca of nil offices nnd onlni len 
or wnges plus npplicnhlc burdens nnd expenses of nil personnel, except those directly chntgcnble under Fnrogrnph 
3A, Section I I . The cost nnd expense of services f r o m outside nouices in connection wi lh mnllcr.s of Inxntlon, I rn f f i c , 
nccounling or I I IDI ICIS before or involving governmental agencies shnll bo considered ns included In lhc overhend rnlcs 
provided for In llie ubove sclcclcd Vn rn g rn ph of Ihis Section I I I unless such cosl, nnd expense nrc njrreed lo by lhc 
Pnrtics aa a direct charge lo the .Joint Account.. 

i i . The snlnrics, wages nnd Personnl JSxpcnscs of Technical ICmployocs nnd/or Ihe coal of profcssionivl cour.viltnnl services 
nnd contract services of technical personnel directly employed on lhc Joinl Properly. 

( ) shnll be covcicd by the overhend mice, or 
( X ) shall not bo covered hy lhc overhend rates. 

i i i . The salaries, wages nnd Personal liixpcnscs of Technical Cmployecs nnd/or coals of profc.aslounI consiillnnt services 
nnd contract ncrvlec.l of technical personnel either temporarily or permanently nssigncd to nnd directly employed In 
the operation of the Joinl Property. 

( ) shnll be covered by Ihe. overhend rnlcs, or 
( X ) shall poi be covered by lhc overhend rates. 

A. Overhend - Fixed Itnlc Hasis 

(1) Opernlor shnll chnige tbe Joinl Account nt the foi lo w i n g i n I cs per well per month: 

Dril l inrr Well Rule If _5.,jniXL0Q 
(Prorated for Ies3 limn a f u l l month) 

Producing Well Rate J. 5IKUQQ 

(2) Appllcnllon of Overhead - Fixed Rate Hasis shall be ns billows: 

(a) D r i l l i n g Well Kate 

(1) Clww ges for d r i l l ing wells shall begin on Iho dale the well is spudded nnd Icrmlnnle on the dote tho d r i l l 
ing rig, completion rig, or other units used in completion of lhc well ia released, whichever i3 Inter, except 
Hint no charge shall be made dur ing smqicmdon of d r i l l i n g or completion operations for fifteen (Hi) or 
more consecutive calendar dnys. 

(2) Chnrgcs for wells undergoing nny type of workover or recompletion for n period of five consecutive 
w o r k dnya or more ahnll he mnde nt the d r i l l i n g well rnle. Such charges shnll be applied for the period 
from date workover operations, wi th r ig or other units used in workover, commence through dale of r ig 
or other unit release, except (hnl no charge shall be made dur ing suspension of opei nllonn for f if teen 
(16) or moi c conr.eeutivo calendar days. 

(b) Producing Well Rates 

(1) An nclive well either produced or injected into for nny portion of lhc month shall be considered ns n one 
well charge for lhc onliro month. 

(2) Jlbich active completion in a mull i-completed well In which production hi not commingled down bole abnl 
bo considered ns n one-well charge pioviding each completion Is considered a sepnrnle woll by the govern 
ing regulatory aulhori ly . 

(,'l) An Inncllve gas well shut in because of overproduction or faihu e of pm chnsci to tnke the production shnl 
bo considered as a one-well charge providing the gaa well is directly connected lo n permnnonl sale 
outlet. 

(A) A one-well charge shnll be mode for Ihe month In which plugging nnd nbnudonmcnl opcmliona nre com 
pleled on nny well. This one-well charge shall bo made whether or nol the well hns produced except wins 
d r i l l i ng woll rate npplics. 

(fi) A l l olber Inactive wells (including but not l imi lcd lo Inncllve wells covered by unit nllownble, lense nllou 
able, l i nusfci red nllownble, elc.) shall nol qual i fy for on ovoi bend charge. 

(,'l) The woll rnlcs shall bo nd jus ted aa of llie f irst day of A p r i l encb year following the effective dale of the ngreemer 
to which this Accounting Procedure Is nllnched. The adjustment shnll be computed by mul t ip ly ing tho rnle cm 
renlly lu use by the percentage Increase nr decrease In lhc nvcrnge weekly earnings of Crude Petroleum, nnd Ge 
Production Woi hers for the last cnlendnr year compared to the cnlendnr year preceding OS shown by the Indc 
of nvcrnge weekly cai nlngs of Oniric Petroleum nnd Oas Production Workers os published by the United S ln l ' 
Department oT Labor, l l u i oau of t.abor S f n I in I ic:i, or Ihe equivalent Canadian Index OS published by Slntlslb 
Canada, ns npplicnhlc. Tho adjusted rules shall be the rales currently iu use, plus or minus the computed m 
jualmcnl . 

R,—Over-hoiul—Poveontago-Rnr.in 

(I)—Oporiiloi'-iihnll- ehni'ge-thc Join UA oconn L-n I -Lb e-foi low ing - rn ton: 
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MODIIL FORM OPERATING AGRRRM HNT 

O P H H A T O R .. 

C O N T H A C T A H l i A 

O I T H A T I N O A C H I T M P N T 

D A T l i l ) 

. A u g u s t 2 6, VJ 9 0 , 

R i c l i a r d s o n Opera L i n g Company 

T o w n s h i p 30 N o r t h , Range H We; ; t , NMPM 

S e c t i o n 1 6 : A l l 

_ S e c t i o n 2 : N / 2 

T o w n s h i p 2 9 N o r t h , R a n g e 1A W e s t , NMPM 

S e c t i o n 1 6 : N / 2 

C O U N T Y O R P A K C S I I O F _ S a n J u a u S T A I R O F J ^ _ . M e x i c o 

c o r v i t i o i n lyno •-- A I I . i n c u r s a I-S I: n v ii J > 
AMIiUICAN ASSOCIATION Ol' 1' l:T H OI I' 11 M 
I . A N O M I I N , iioo r o s s n . CKIiriK III.VI), 
lOIlT Vi'OIIT II , T liX AS, AI'I'IIOVPO I'OltM. 

A.A i 1 i . N O . f,io rj/ iy 
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Mdiiul to tutd made a purl nf _J\\: 1-iH d )«cl_. I. O.. fl l id. .Mind e.... i i . pn >: 1- . n (L l.hnl.. i n I n_Opp r n 1-i nsi_/\tj i:nj3uip.li U 
bp.l.Hnp.n_.l!J.r:!)nj:.d:;un. Uixn. nl. I IKJ_..Ooiuprwiy .. .Operator nud EvKD 

leve lopment C o . , J3UiU ....0 5 NgPrOPe/:? ;tqi s . 

ILLEGIBLE 
A e c u i J ci i i; i; . i ' i d n . i ! )i JI <: I • 

. Ju l N T ( N U N 1 A T I O N S 

i (; I :I 11;: n A i . i • n r) V i : ; I o 111; 

Dr. f l n l t l n i i M 

".) o I it I I ' i o pc r l y " n 11 n 11 i ncnn 111 e i r n I nnd | H M i n i u i ] | > i u | > r i I ) • • \ 11 > ] r i; I In 11 > n n |j i r c 11 i r n I In w h i c h I h I A i: pun n I I n ([ I ' i ncc d 11 > 
III n I I n oil n i l . 
".101 li I 0 p<) I n I l i n i ' i " rt 11 iv 11 m d n I I n i l o pc i n I hm a i i n ' i i r u u y in | > i n pe I fu i llu? 11 n v r In p in c n I n pn i n I In n. p I u I c c I In ll nu l l nwi I n 11 
li n i l co o( I Iin J n l n l l ' i opei ly . 

' ' Jo in l A c c o u n l " nhnl l menu l l i n nccoun l a Im :•/1 n || l l i e r l n u |;i>'i p n l i l nnd ci c i h l s i r c r l v e d In I h r e o n d u c l " I l l i n J n l n l Opei i 
l lo iu i nnd w h i c h t un (o lie a h n i c d hy Ihn I ' m l i r a . 
"Opni n l m " nhn l l m e n u (he p m ly i l e a1 g n n I r 11 In c n u i l u i l (hn Jo in t ( 'pe t n l lona 
" H o n Opni n l o i a'" ahn l l m e n u Iho I ' n i 11 ca lo ( h la n || i e e 11\ e 111 n I h c i l l i n n l l i e !) | ir i n I a i 
" I ' m I lea" ahn l l m e n u 0 pc r n I o i n m l 11 on 0 pe > n I m a 

" Ph o I I ,o ve I S u pe i v I n o i n" ahnl l m e n u I |ms n e m pin y e ea w hn ac p i I u m i y I u uc t hu i hi Jo in t D pc i n 11 t un la Ihe tl 11 e el r. npe i v la h. 
of o l h c r employees n m l / o i con 11 n c t I n I in i 1111 e c (I y. e m p lo y c i l im I h e J ni n ( I ' i npe i I y In n 11 n hi o pc i n 11 n|[ cn poi : I l y . 
"Tc ch n I e n I I ' ! n i p I o y oca" ahn l l i n r i n i I lioa e e " 1 p l oy c na Iin v I n |{ s per I» I n m l a pe c I f I c un {(I n u e I I n ft ( |; eolu|( I M I I nr nl h n I p i o I c 
(ilo nn I .a Id H i , n nd whoa (i pi I m n i y f u n c i irm hi J n l n l Dpc i n I lima la I hi; hn m i l I n(t ol spec i f i c opei i i t l u | ; com 111 Itms nutl |u nhlei • 
fo r the he nc f 11 o f I h o J olu I P i n p o i ( y 

"Pe r sona l l i! x pen acs" n h n 11 menu 11 n v c I n n 11 n I h e i i c n a n n n I p I c i c I m h u i a n 111 e expenaca of 0 p n i n 1 o i 'a (• i n ploy pe a. 
" M n l n i I n l " ahn l l m e n u pe i a on n I p i o pc l t y, e i\ u 1 p m c n 1 m supp l i e s n r i | u 11 cd m he ld f o i use on the J o i n l I ' i ope i I y. 
"Colt 11 ol I n 11 |d M n 10 r hi I " a h n 11 m e n u fvl a I 01 I n I w h i c h n I Iho t i m e Is so c I u 1 a 11 led In Ihe M n I e i I n I 0 I n M-I i 11 cn (I o n M it u u n I 
mos t i ncent ly r e c o m m e n d e d hy Ihe C o u n c i l nf I ' e l i o l e u m A cenu n I n n I ' . Jiuch'l i m . 

f j t n I c n i e I I I n 11 tl !1111 h i |[ a 

0 por n I or sh n 11 h i l l I I on 0 p ni n I o i a nn o i 11 c I m c lhc I PI a I t iny n ( e n c h m o n l h fo i 1 h r 11 p i o jio i 11 on n I n a Ii n I e ol ! hn J id n I / 
count fo r l l u : p i c c e d l m j m o n t h . PPI/OII Id l la w i l l he n r r n m po n led hy a l n t c m m i l i w h i c h h l m i l i f y Ihe it u l hoi l l y for e x p c n d l t u 
lea ao o i I n c III l y , nnd n i l ch n i (f es nnd C I cd 11 a an in m ni I i ei I by n p p i n p i I n I e r I n T : \ I Ico I Ions o { 1 u v ea I ut e n t nnd expense c x r 
1 l l Ii I I tems o ( C o n l i o l l i d i h ' M n t c i I n I nnd n u u i u n I c h n i |; c a nnd c i tu I i I •! nhn l l he ac p n i n t e I y h I c n 1111 ed n m l f u l l y dear i I h r i ! 

l l o l n f l . 

A i l v n n c ea n n d 1' n y 111 e n I a 11 y IJ n n O p o i u l m n 

A . Un less o t h e r w l a e | n o v i d e d fo i In ( lu i n [j i c e ' i i r n I , (hu ( J p c i n l n i m n y i c t ' i ' l i e Ihe Men O j u M n t n i a lo u d v n p c r I 

5 Ii n I e of est I m n tod c n sh o u 11 n y lor Ihe sn c r e ci I i n |( m n n ( h s p p e i n t hu i w i l h i n f i f I e nu ( I li) d n y a n f 1 ei i ec f Ip l of d m 

l u g or hy the M i n i day of tho m o n t h hu w h i c h the ndv iu i co la i c i p i l i ed, w h l r l m v e i la In le i . Opel n ln r shn l l nd jua l • 

m o n l h l y b i l l i n g lo r e f l o c l advances i i u e l v e i l h u m the Men O p p i n h u ' i 

H , H n ch H o n O p e i n l o i ahnl l pay l is pi u pm I lo n n f n i l 11II la w i l h i n 11 (I e c n ( I I') days n f l e r 1 c ctd j 11 If )in y Ipen I la m i l ' 
w l l l i l n aueh l i m e , l l i n u n p n h l l i n l n n e n nhnl l beni I n l e i cut i n n u l h l y nt Ibn pi l i n n r u i n In e f f e c t n l __rlS2C^l!?^.^ 

| J f U ) K _ U £ U y . 5 2 r . . C nu Ihu f l i n t i lny of d m m o n t h In w h i c h d n H n i | u n n c y eceuin p h n 1%0J UlC l l i i t x h 
conl i n e l p i I o por m l 11 ed by Ibe n p p! Icn ble n au i y | n wn In lhc a In t o In w h i c h I h p J n l n l P i ope t t y 1.1 loca l cd, w hie I 
la Ihe lesser, p lus n l h u m i y ' s fees, co in I c m l - i . and u l b e i ensta In c im n e c I hi n i v l l h Ibn col ter I Ion nf n n p n l d nmnn 

Adjuodrnfiiilo 

P a y m e n t of any nueh b i l l s ahal l not pi c j u d l c n the i l » h l of nny H o n Opel a lor lo p l ideal oi i p i c s l l o n Ihn r o i i nclneaa l b 
p r o v i d e d , h o w e v e r , a l l b i l l s and a I nl emeu I s i ende i cd lo H o n Opei n l o i a l iy Ope i n l u r d i n b in nny c n l e n d n r y co r d m l 
(.du II I vely bn | ) i o i i i lmed tu bo l i uo a m i eoi i eel a I l o i I w e n l y f o u i {'/.\) m o p I I n f o l l o w In if (hn end of nny ml eh c n l e n d a i 
VI li I oo n w i t h i n Ihn nnld I w o n l y I I H I I [7-\) m o n l h pm bu) n I Ion f ) p m n ln r Inlnpi w i l l i n n excep t ion UUJI ido l i m i mnt inn cln 
Opei nloi for n d j u s l m o n l . Ho n d j u i l m n n l fa-/oi " b hi lo Opei a i m nhnl l be m n d e u n l c s j l l I : ' mnde w i l h i n Ibn anipo pi rs i 
pel lod . The plO visions of (Ida p " i n (| t n n h nhnl l m i l pi c vent n d j u at m cn I -i i esu 11 b ig l i o m M pb j ' a l cn l In v tin lor y of f .'on 11 < 
^ " ' " i Inl ns p i ovh lnd for In l i n e l i n n v . 



l i i o V i'":n 11 HA o 

) v p r j 1 c tt < 1 - f j i 1111 f t H ml I' t I i ( r I n j; f ) | MM it I 1 n 11 >t 
ILLEGIBLE 

An r o m p e n s n l Inn /or nil m l nisi i li l ive , anpru v is Ion, of f i r i: sei v ben and w n 1 e hou s1 n| i r o i l ' i . 0 pn i » loi ;i 11 n 11 r i m i [)n ll I l l l l i i | ( 
nod p i o d MC I n g ope i n ( I IHHI on I ' i l l i e i : 

( X ) F i x e d f l n l c f in . ' i i i i . I ' m II |f i : i p | i | A. oi 
( ) r c r c e n ! t i | f C Hnsis, I ' n i . s g i n p h 111 

Unless 01 Ii o r w Inc ngi ceil lo I'y 'Im. I ' m ' inn, such ohm |;<: shnt l Im In 11 < • \ i nf m s l s inu l i 'n |H' i ' i i i 'n of n i l o l l l ccn m i l l unhi i Ies 
or wages plus n 111) 11 c n 1111; b u r d e n s n n i l e x pc n s e n pf n i l pm ' i nnn i i l . except those d l i e e t l y o h n i g p n l d o n i n l n r I ' n r n g i n p li 
.1 A , .Sec I lou 11. Ti to conl nut I o x pc ic; C of services I i inn m 11 a Id e i i 'm i CCM | i i con imc l Ion w i l h m u l l e i n " f I n x n I Ion, 11 n f I Ic, 
nceoun l lng or m n U c r . i before or I n v o l v i n g govci n i n e n l n ! ngei icien i d m l l be cnnpldiu ed nn I n c l u d e d In Ibe ovpi bend rules 
p r o v i d e d f o r I u Ibe nbo v e se I e e I ed P n i n g i n p b of (bis r c i In it I I I unless s u cb cosl nnd expense n i c n g i eed In by Ibe 
P u r l i n s nn n d I r ec t ebn i g e lo Ibe .Joint A c c o u n t 

l i . Tbe nu l l i f i e s , wnges nud I 'e i r .ounl IsKpoiisos of T e r h u l c n l Ir'i u pin yens n n d / n i (be civil nf p i o f c ss Ion n 1 c u n s u l l n n l sei vices 
nnd con 11 n CI services of t cc b n Ic it I pei son ne I d 11 r r 11 y e m p l o y e d nn the Jo in t f' i npe i I y' 

i ) nhn l l be covered by Die ovei bend i nlcn, or 
K ) shn l l n o l bo covered by the ovei bend i ntos. 

I I I . T h e n n I n r Ies, wn ges n m l Foi sonn I K H |ie n.nc s of Tee h n 11 • n 1 I ' ' m pin y res n n i l / m co i l s of p i o f e ss lo nn I consu l l n u t ac i v Ic c s 
nnd con 11 net nc r v Ices of I ec h n Ic n I pe i no n ne I e i the r I e i n po i u i 11 y in pe i m n i m n (I y n 'i I g n cd (n nnd d 11 c c 11 y e m p l o y e d In 
the ope i n I Ion of Ibe J o lu I. 1" i npe i I y: 

( ) shn l l be covered by the ovei bend i ntcs, nr 
( X ) shn l l not be covered by the o ve t he n d i n l e s 

A. O v e r h e n d - I ' ' lxed I t n l n Hnsis 

( I ) O p e r n l o r shn l l c h n i g e Ihe Jo in t A r con n I n I Ihe f o l l o w i n g i n l e s pe i w e l l per m o n l h : 

Oi Illing Well Hnle T -f>, 000 ,00 

( P r n r n l c d foi less t hnn n f u l l m o n t h ) 

I ' l o d u c i n g W e l l Hole \ r >00 . 0 0 .... _ .. 

(?.) A p p l l c n l l o n of Ovei bend - b l u e d Hole i lns l s .shnll be ns f o l l o w s : 

(n) Oi i l l i n g W e l l I tn lo 

( I ) Ohm ges for d i I l l i n g wells she l l beg in on (Im dntc Hm w e l l hi spudded nnd le i in Inn I e on the dnle Ibe i l l III 
Ing I l(f, c o m p l e l l o n i I p. or o lhe i un i t s used In c o m p l e t i o n of Ihe we l l Is i cl en sed. wh icheve r Is I n l e t , except 
I h n l no ch in go s h n l l he m n d e d m Ing nu••.pensInn of i l l I l l i n g or c o m p l e t i o n opei n lh ins (or f l f l e e n ( I i i ) oi 
more consecut ive c n l e n d n r days 

(?.) Cha rges for we l l s n n d e i g o i n g n i , y type of w o i l iove i or i ecmi i p I c (Ion fo i n poi lod of (Ive ( l i) r o n s e c u l l v i 
wor l t ijny.n or mo i e nhnl l lie mnde nl the d i i l l i n g w e l l rn t e . . 'Inch churn;(is shn l l be a p p l i e d lor lhc pci hu 
f r o m (Into wo i It o v e r o p e i n l l o n n , w I (h > I g ni o I h c r n u l l s used In w i n Ii o vei , com in cn ce l i t i tip n h tl n t e of i 11 
or o the r uu i l . i elenso, except I h n l no c h n i g e s h n l l be m a d e d i n i n g suspens ion of o p e i n l l o n n for f l f l e t " 
( l i i ) oi mo i n cu ns c c u 11 v o c n I o iu I a i days . 

(b) I ' l o d i i c l u g W e l l Mates 

(1) A n nc t lvo wrdl e i ther p t o d u c o d oi In jec ted Into loi any p n i t l n u of Ibe m o n t h nhnl l be eonshlc i od ns n on 
w e l l c h a i g n for Ihe o n t l i o m o n t h . 

(2) Ii)itc 11 act ive c o m p l e t i o n In a m u l l ! comple t ed w e l l In w h i c h p i o d u c l i o n Is n o l c o m m i n g l e d d o w n hole slu 
bo considered ns n one-wel l c h n i g e p i n v l d h i g each c o m p l e t i o n Is eonshlci ed a , ' iepainle w e l l by the g o v n 
I n If i e g u 1 I I 11> i y n 111 h o I It y . 

(J) A l l Innc l lve gas we l l s h u l In because of ovet j n oduct Ion ot f n l l u t o of p iucha- ip t to tnlte the p i o d u c l i o n sh 
ho cons ide red ns n o n e - w e l l c h n i g e p i n v h t l i i g Ibe gas w e l l Is d l i e e t l y connec ted to n p p r m n n e n l sn 
n u l l e l . 

(•I) A one-wel l c h n i g e s l m l l be made for Ihe m o n l h lu w h i c h p l u g g i n g and n bn ndon men I n p c m l h i n s aie r, 
pleted on any w e l l . T h i s one wrdl c h n i g e shnl l br mnde w h e t h e r or m i l (he w e l l bos pi educed excep l wl 
d i I l l i n g w e l l i etc app l i es . 

(I>) A l l o lhe i Inncl lvL' we l l s ( i n c l u d i n g tin I not l l m l i ed to Inac t ive wel l s coveted by u n i t a I low a Ide. lense ni l 
able, (i t ins fe i i cd a l l o w a b l e , etc ) shn l l n u l i | u n l i f y fo r It it ovei bend c h e i go. 

{'.}) Tho we l l ru les .shall be nd (us I ed as of I b e f l i n t day of A pi II each year f o l l o w i n g the e f f ec t ive dnle of Ibe n g i ee n 
lo w h i c h Ihln A c c o u n t i n g I ' l o c e d w i o Is n l l n c h e d . I b e a d j u s t m e n t sha l l be c o m p u t e d by m u l t i p l y i n g Ihn i n l e 
I en I ly fn pse by Ihn pe rcen tage I n c i ease or decrease In t h r n vp i n g e w e e l( ly en i n Ing n of Ci udo Pc 11 ol c.u in ami 
P r o d u c t i o n W o i l<oi s fo r Ihn Inst c n l e u d o i year c o m p a r e d lo Ihe c n l e n d n r yenr p r e c e d i n g ns shown by Ibn b 
of nvcrngo w e e M y e n i n l n g s of Oh mle Pc t i o l e u m a m i Ons P i o d u c l i o n W o r h o r s an p i i b l l o h c d by lhc U n i t e d P 1 

D e | ) n r ( m o n t of b n l m i , l l u r o n u of l . o h o i I a t Inl Ir.s. or Ibe u u n l v n h m t (,'n n n d Ion Index ns p u b l i s h e d by S l n d 
Oaunt la , as a p p I leu 11 le I h e r u l j i u t l o d i n l e - i s l m l l be Ibe i n l e s cn i i out ly In into. |dus nt m l m i d the c u n i p n l e i 
jun 11 u e n I . 

f t ,— Overhand Poconn ln f jo f l i u .b i 

. . I . . I . Aee imnt . n l I b e f o I lo\v 111 g l n l c o ' 
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A C C O U N T I M G i * 1 •! O C E D U I I E 

. /; H N i; O P E R A T I O N S 

i . r; O N i : it A i, r it D v i i n N S 

I J r. f I i i i 11 (>)! o 

" . / ob i t . I 1 ro p e r t ) ' " n i l n 11 m e n u (he i c n l n n d p n i s o u n l p i n p e i l y s u b j e c t lo l l i o i n d i i c n l In w h i c h t h i s A r cow n 1111 f| P i o c c d u i c 

In n t i n id )o (I . 

" J n l n l O p e i n l l o n n " 3 Ii n 11 m o o n n i l o pe i n t In n s n co n'i n n i )' n r p i p pc I f o i ( I n ; d u v c I u p m cn t. n p n i n I In n. p t o t cc ( I o n n n d m o b i l e 

u n p e n of l l i o J n l n l P i o p e i l y . 

' J o i n l A econ n t " nh n 11 i n n n n ( l i n n c c o n n I s I io w I n || I h n c 11 n i |; n !i p n Id n n d i: I in I i t n i nc e 1 v cd i n (he co n i l nc I n I 11 in .1 ol u I 0 p i n n 

I I o i i n n n d w h i c h n m to be s l i m e d by H m I ' m t i c s , 

" 0 p o r n l o i " n b n 11 m e n u I bo p a r l y d i."i I [( i I n I c d I o c o n d u c t t h o J o I n I O p e i n l l o n n . 

" M on - 0 po r n I o I n" s b n 11 m e n u ( b o t ' n i t l e n to thl.n n || I en m i ; n I o l b e r t b n n t i n ; O p c i n l n r 

" P a r t i e s " n b n l l m e n u O p e r n l o r n n d I I n n O p e i n l o i n. 

" I' I I I I I 1,0 v el o u )i or v I.no I n " nbn 11 m e n u I b on n e m p l o y e e ; ) w h o s o p i I m n i y I u n e 11 oi > I u J n l n I O pc > nI Inns In I be d I i eel n u pe l v In ion 

o f o( l ie r o m p l o y neb n n d / o r c o n l i m d In b o i d I r e e l ly. e m p l o y o i l on l l u ; J id n I I ' i u p m I y In n H e l d n p e i n l b ' j f c u p no I l y . 

" T c c b u I cn I K m p l o y oe s n b n l l m e n u t h o s e e m p In} ' c os Ii n v I u if o pec I n I n n d n pec I f Ic on g I ucm i In f j , u eo In if lc n I tn nt I in r p i n f en 

n i o i i n l s l i l l i n , n n d wbo.no p i I m m y f u n c l i o n In J o i n t O p e i n I l i m n In I bu I in in I I I n|f of spec 11 lc open n 11 n | ; c o m 111 Ions n n d p i n b l o m c 

f o r ( b o b e n e f i t o f ( b o J n l n l P r o p e l t y . 

" Pe i son n I Is x pe n s e n " n b n 11 m e n u { i n v t; I n n d o ( b e i i c n;; on n Id c i e I n i b n i r. n b I n e x p e n s e s of 0 pc i n I n i ;i o m p loy pes. 

" M n I n r I ul" nb ii 11 menu pp i noun I p i o pe i I y, equipment or s 11 p | d i ns nc i| n 11 ed tu I mid (pi n ne on Ibe J ol n I Pi op pi I y. 

' O o n 11 o 11 n b |n M n l o i In I " n b n l l m e n u M it I o i In I w h I c b n I I b n I.I m o bj no c IU n s I f lo d In I l i n M n (n i I n I O l n ss I (I en t lo n jVI u n u n I n • 

mos t , r n c c n l l y r e c o m m e n d e d .by I b e O o n n c i l of P e t i n h m m A c e n u n l n n l r , P m c l e l ion . 

i> I n ( e m e n t n i u I H i l l i n g s 

0 p o r ii I o r .sh n 11 b i l l M o n - 01) e i n I o i i o n o i b e f o i e I h e l o s l d o ) ' of nn c b m o n l h / m I b pi i p i •> jm i 11 o u n I e "dm i p of I Im J n l n I A c 

coun t , f o r t i n ; p i r e e d i n g m o n l h . .Such b i l l s w i l l be n e c ' i m p n n l e t l t 'y s In I P U I e i i Is w h i c h i i b ' n ( i f ) ' ( he m i l h i n I t ) ' fm p x p e n i l H n i c 

l e n n o o r I n e l l l l y , n u d ( i l l e b n r g c n m i d c i e d i t s s u m m m l / c d b y n p | u o p r In I n c b i s'd I Ico I Ions of I n v e s t m e n t n u d e x p e n s e p x r p p ' 

I h n l H e m s ot O o u l l o I In l i b ; M n( i ; i I n l n n d m m sun I e h m gen n n d c r e d i b i n h n l l bp s e p m n l i d y h i e n i l f l e d n n d I i d l y d e s c t I b e d b 

detnl l . 

A d v a n c e s n u d P a y m e n t s b y N u n O p e i n l n r i i 

A . U n l e s s o t b e r w l s i ) p r o v i d o d f o r I n I h n n g i e e m e n I, I h n O p e r l d n r m n y i e i | u l r p i h p Id o n 0 p n i a I n i s 

5 h n i p of en 11 m o I ed e ns l i ou I In y l o i t h e nucc e.e< I i u \\ m on t h ';i o pe i n t I nn w 11 b In 11 f I p eu ( I l i ) d n y n n f (p i i 

I i i fr o r b y I h o f i r s t d n y of I h o m o n t h f o r w h i c h I b e n d v i m c o Is i p q u b f i d , w h l c h p v p i Is b i l p i . O p e i n b n 

m o n t h l y b i l l i n g lo i n f l e c t n d v n n c e s i c c c i v e d f i o m l l u ; M o n O p e i n l o i n 

f l . Is n c h M o n ( ) pp. i n ( in s h n l l p n y H s p I n p u i I io n of n i l b i l l s w i t h i n f I f I ce n ( I i i ) d n y n n f I c r r p c o') i l . I f ] m y l i t en I Is n o l i n m l 

w 11111 p s u c h U m e , I h o u n pn b l b n I n n en wh n) 1 b e n i I n I e i c n i m o n l b l y n I I h n p i I m n i n In In e f f e c t n l _ J ! p J G ^ e _ S t _ 

l . l n u K J l e i l Y J U ' - . . ^ m\ Hu) f b ' d d n y of I h n i n i j n l h In w h i c h do t I u u ue n e y n c e u t n ] d \ n \ % o| l h c I l i n x b l H I I 
c o n t r a c t i n l o p o r m l l t e d b y I h e n p p l l c n b l n u s u r y | n w » In D m n l n l o In i v h l e h H m J n l n l P r o p e r l y Is I n c u l c d , w h l c b n v i 
hi t h e l e s s e r , p l u s n l l n r n n y ' s f ees , c o u r t c o s l s . n i u l o t h e r c m i l n In c o n n e c t i o n w i t h l l u ; c n l l c c U n n ot u n p a i d 1111101111111 

A 11J11 !l (111 C 111.') 

P n y m c u l of n n y s u c h b i l l s s h n l l n o l p r o j i i d ico I h n 1 l | f h l of n n y M011 O p c r o i o i In p i i d us I o r ( p l e n t i f u l I h o co i 1 o c l n e s s I b p i po 

p r o v i d e d , h o w e v e r , n i l b i l l s a n d s I u I p m 11 n I s 1 e m l p i iu l lo I I n n O p e i a i m o b y O p e r a t o r d m lu f r n n y c n l e n d n r y c o r s h n l l eoi 

c l i u i l v u l y bn p r o i m m o d b i bo l i n n n i u l p o r t e d n l l o r ( w p n t y f y i i i i n n p l h n f o l l o w i n g l h c p u d uf n n y n u e h c n l e n d n r yea 

U u I (ins iv 11 h In I h o n n Id I w n 11 l y - f o u r (2 -I) m o n l h pn 1 I m l a M 0 n 0 p o i 1110 r i a li es w 1 111 n n 0 x cop I In n I b o m 10 n n d m n Ii nn e In b n ( 

O p e r a t o r f o r nd Jun l h i on I. b in n d j u s I m n n I f n vo 1 n b I 0 to O p e i n l o r n b n l l b n m n d n u n i o n s 11 Is m n d e w I (b In t h e n n m o p 1 esc 1 He 

pc I lo i I. ' I l l 0 p 10 v Is lo 11 ll n f t h i s pn 1 n n, 1 n 11 h n b n l l no t p 1 C vn 111 11 (I j u n I m p 11 Is i n s t i l l i n g l i o m n p b y n I d 1 I n v e n t o r y of C'ou 11 ti 11 a ti 

M n l c r l n l ns p r o v i d o d (o r In . S e c t i o n V . 

lo o d v n p c p 111 r ' 

ppplpl nf Hm hil l 
n h n l l n d j u s l cop I 
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O v e i b o n d - D r i l l l n i r u n i l I ' r n i l \ i i: I n g O p e r a t i o n s 

I . An compens i i l lmi for nil in I n inl r a i l vc, superv i s ion , o f f i c e services and w a r e h o u s i n g cosl.s, Opern lo r shnl l e l ini go d r i l l i n g 
nnd p r o d u c i n g o p c r n t l i m i i on nl t l iec : 

( X ) F i x e d f l n l e Dim in, I 'n r n rr r :i ph I A, or 
( ) Percentage Hnsis, P a r a g r a p h 111 

Unless o therwise agreed lo dy lhc. Pni (len, such chin l;c nludl lie In l ieu of costs nnd expenses of ivll of f ices and nnlniIes 
or wnges plun n p p l l c n b l o bu rdens nnd expenses pf n i l poi .no n nu I , uxeopl. llioae d l i e e l l y c h n i g c n b l o u n d e r P n r u g r n p b 
J A , .section 11. Tho conl nud expense of services f i o m outs ide sources in connec t ion w i l h m a i l e r s of I n x n l l o n , I r n f t l c , 
nccoun l lng or m n t t c r s before or I n v o l v i n g govci n m o n l a| ngoncicn nbnll bo eonsbloi ed as Inc luded In Ibe ovorhend rnlcs 
p r o v i d e d f o r lu Hie above selected F n m g r n p l i ol Ib is f l e c t i o n I I ! unless such cosl. nnd expense nre agreed lo by the 
Pnr t i cs ns n d i r e c t chni ge In the J o i n t A c c o u n t . 

I I . The salaries, wnges f ind Personal Kxpcnaes of T e c h n i c a l Kmployecs n u d / o i Ibe cosl. of p io fess lonnl consul lnnl . set vices 
a ni l con l.ra c. I se rv lees o f t echn ica l pot no n ne I d i i ec I ly e m p l o y e d on the Joint. ! ' i ojie i I y: 

( ) nhnl l be covered by the overhend i aten, or 
( X ) sha l l not bo covin ed by the ove rhead rnl.es. 

i l l . The nnlnr les , wages ami I ' e i soua l Oxponscs of T e c h n i c a l Om ploy ees n n d / o r costs of p io f e s s lonn l consu 11 n u t rjoi v Ic es 
nnd con t r ac t n o v i c e s of t echn lcn l personnel e i the i tempo) in II) ' or pel mn non l l y assigned lo and d l i e e t l y employed In 
the ope ra t ion of the J o i n t Pi o p e i l y : 

( ) .slmll be covered by Ibe overhead i n tes, or 
(X ) shal l n o l bo covered by the. overhead rules 

A. Overhead - F i x e d Hnle Hnsis 

( I ) Ope i n lo r s h a 11 charge the J o i n t A c c o u n t al Ibe f nl low I n g ' i nt.es per web per m o n t h : 

Diil l ing Well Hole T _5.,_0n0^n0 

( P r o r a t e d for less than a f u l l m o n l h ) 

P. o d u c i n g W e l l Hale T 5.0.0.J)0 

{?.) A p p l i c a t i o n of Ovei bend F i n e d Kate Hasis sha l l tie ns f o l l o w s : 

(a) D r i l l i n g W e l l Kale 

( ! ) Charges fo r d r i l l i n g wells shnl l begin on Iho dale the w o l l is spu ib l cd and loi m l n n l c on the dale lhc d i i l l ­
i n g r i g , comple t ion r i g , or o lber nu l l s used In comple t i on of (be wel l is lelensed, whichever Is Inter , except 
that, no cha rge shn l l tie made d u r i n g suspension of d i I l l i n g oi c o m p l e t i o n opei a t ions fo r f i f t e e n ( I f ) ) or 
more consecut ive cn l endnr days. 

(?.) Chnrges for wel l s n m l e i g o i n g any type of w o r l t o v c r or r ccom pi ot ion for a poi ind of f i v e (ti) consecut ive 
w o r k dnyn or more sha l l be mnde n I. the di i l l i n g w e l l I nlc Such ch in gos shn l l bo n p p l l e d for the" per iod 
f r o m dale w o r l t o v c r opei nt ious, w i l h r i g or o ther un i t s used in wm hover, commence t h r o u g h dntc of r i g 
or o ther unit, rclenne, except that, no c h a r g e sha l l be made d u r i n g suspension of o p e i n l l o n n for f i f t e e n 
( i i i ) or u ioro consecul lvp ca l enda r days. '( 

(b) P r o d u c i n g W e l l f lu tes 

( I ) A u nct lvo we l l e i ther p roduced or in jec ted into for nuy p o r t i o n of the m o n t h shnl l bo considered ns n one J 
w e l l cbnrrre for tbe e n t i r e m o n t h . ',-

(?.) Hutch active comple t ion in a mu l t . l - onmplc l cd w e l l lu w h i c h p i o d u c l i o n Is not c o m m i n g l e d d o w n bole she! r 
be considered ns n one-well c h n i g e pi o v l d i n g each comple t ion Is considei ed a sepn in lp we l l by Ibn govern 
' n g r e g u l a t o r y a u t h o r i t y . 

i 

(.')) Au Inncllve gas well .shut In because of overproduction or fnlhue of pin (dinner to Inlte the pioduclion shnl 
bo considered as a one-well charge providing Iho gas well In dlieetly connected lo n peimiinenl snip-
outlet. v 

(a1) A ono.-wcil c lu i rge shnl l bo mnde for the m o n t h In w h i c h p l u g g i n g nnd n b n n d o n m e u l opei nl lons nre com • 
p le lcd on any w e l l . T h i s one-wel l cbnrgo shal l bo made w h e l h e i or nol t l ie w e l l bus p iodnced except wbc i ' 
d r i 111 n g woi I i n t c a pp I i cs. 

(ti) A l l other Inact ive wells ( i n c l u d i n g b u l not l i m i t e d to Innc l lve wells covered by uni t n l l ownb lc , lease allow 
nblo, l i n n s f e r i cd n l l o w n b l o , etc.) sha l l not i p m l i f y for nn ovpi head charge . 

(J) The wol l rnlcs shnll bn ad jus ted ns of lhc f b nl. day of A p r i l each year f o l l o w i n g lhc e f fec t ive dale of the ngreemcn 
to w h i c h Ibis A c c o u n t i n g P i o c c d u i c Is n t lnphed . The nd jus I m e n I sh a 11 be c o m p u t e d by m u l t i p l y i n g l l i o i n t o em 
r e n l l y In line by the percentage Increase nr decrcn.no In the nvprngo week ly e n m l n g s of C' udn P e t r o l e u m nnd Oc 
P r o d u c t i o n W o r k e r s for (ho Ins i un lnndn r year c o m p a r e d lo the c n l e n d n r yen r p r e c e d i n g on shown hy Ihn Inde 
of nvcrngo week ly enrn lugs of Ci mle P e t r o l e u m nnd Cos P r o d u c t i o n W o r k e r s an pub l lohed by ibe WnHod S t a l l 
D e p n r l i n o n l of Potior , H u m a n of l .ahor ! 11 a t Isllo.s, ur lhc Cf| u I vn bin I O n n n d b i n Indox nil p u b l i s h e d by S l n t l s l b • 
Cnnndn, ns n p p l i c n h l c . T h e a d j u s t e d rules sha l l lie the ra les c t i r i e u t l y In nap, plus or m i n u s Ibe c o m p u t e d n> ; 
just m e n l . 

f l ,—Overhond—f-oeenn tagn.nnr . ia ' 

' " -'• '>'•"•" l l ie Jn ln l . A e e o u n l . n l the f o l l o w i n g ru led : 
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J O I N T O P E R A T I O N S 

I . C O N C H A I . P R O V I S I O N S 

1 . D o f i l i 11 in i ui 

"Joinl I ' i o per I y" alia 11 mean ll ie i cni a i n I | ic rami a I 111 n | ic i I y ati hjcot In (lie n y \ rc in e n I In w h i c h (11 i:i A ccnu n I i 11 g Pi need u i e 
in nit acl icd. 
"Joint. OpoiTiliou. ' i" shall mean al l ope ia t ions I I H T ' I M I y ur p i u p c r fur t in- development , o p e i a l i o n . protect ion and m o b i l e 
nance nf Hie Jo in t P rope r ly . 
"Joint. Aeouun I " shall in can I lie a ccnu n l a I in w i i ig lhc oh a i gos paid nnd r i ed i I a i ccc ived i u I lie cund lie! of l l ie Jo in t Opera­
tions and w h i c h are lo he shared by Ihe I 'm lien. 
"Opera tor" shal l mean the p a r l y dc.signaled tu cniulnet Ihe . In in l Opera I inns. 
"Mon-Opera tors" shall menu the I 'm tics Lu Ibis agi cement ether Ihan the O p r r a l u r . 
"Par l i e s" shal l mean Opera tor nnd Men Opei nl in a 
" i ' i i s l 1 ,cvcl Supervisors" shall mean I hose employees whoso p r i m a i y (uiu l inn in . Ininl Opei aliuns is Ihe d i rec t supervision 
of o i l i e r ci n piny ecu a n i l / u r cuu 11 act. la bur 11 i rec 11 y. c m 11 h >v cd un the J uiu ( Pi npe i ly in a f i e l d npe i nl i ug enpnei ly . 
"Tech n ica I ban p Ii iv ees" s l i a l l mean those employees h a v i n g special and specif ic cng ince i tn^y geological or other profes­
sional s l i i l l s , and whose p r i m a r y func t i on in Joint Operat ions is Ibe hand l ing uf specif ic ope ra t ing condit ions nnd problems 
for the benef i t of lhc Joint P rope r ly . 
" I 'ersmial Is x penses" sh a 11 in can 11 avid and nl her i e a sui in 11 lc i ei i n bu i sable expenses, of Oper a I nr's employees. 
" M a Lei hd" shal l mean personal p r o p e r l y , eepi i pi nen I nr su p pi ies acq n i i cd ur held fur use nn Ihe J ni n I Pi oper l y . 
"Cm 11 rn 11 ah 11! M a t e r i a l " shal l mean M a le i inl w h i c h at the l i m e is su r I assi Tied in the M a t e r i a l (,'lass i f i c n l ion M nnun I ns 
inosl recent ly recommended by the Counc i l of P e l i u l e m u A ccnu n I a n t s Sncielies. 

S t a t e m e n t a n d H i l l i n g s 

Opei a im shal l b i l l Non-Opera tors un in l i e f iu e Ihe lasl day nf each m o n t h for the i r prnpi i i I innnIe share of the J u i n l Ac­
count for Ibe preceding mon lh . Such bi l l s w i l l be aecuuipanicd by a tnlcmenls w h i c h i d e n t i f y the au tho r i ty for expendi ture , 
lense or f a c i l i t y , nnd nil chnrges nnd credi ts s u m m a i i/.cd by appropr ia t e c lassif icat ions of Inves tment nnd expense except 
t h a i i leum of Cont ro l lab le Mulc t inl nnd unusual chai ges and ei edils shall be separately i d e n t i f i e d and f u l l y descr ibed in 
detail. 

J. A d v a n c e s and P a y m e n t s by N nn () | ic r n I u i s 

A. Unless ulherwi.se p r o v i d e d for in Ibe a g i c e m e n l , Ihe Opei a im may i m p u r e lhc Nun Opei nltu it In advance I h e i r 
ill i a re of est i mated cash nu I lay fur Ihe succeeding i nun I li's upm al inn w i l h i n f i f Icon ( I d ) days n f l e r receipt of the b i l I -
in g or by the f i r s I day nf the mini th fur w l i i c h Ihe advance is i equ i i ed, whichever iii Inter. 0 pern tor shnll ml jus t on eh 
mon th ly b i l l i n g lo r e f l ec t advance:* received f r o m the Non Operators . 

15. Is neb Nun 0 per a lor shall pay i lii pro poi (inn nf al l hi I lii w i t h i n f i f t e e n (Hi) day!-, a f t e r i eceipl . I f pa v men I is not n utile 
w i l h i n such t ime , the unpa id balance shall bear i i dc re s l mon th ly at the p r i m e rale in e f fec t at W e l l s Fargo Bank 

on the f i r s t day uf Ihe m o n l h in wh ich del impieuey occurs plus 1% or ihe m a x i m u m 
c o i i l r a c l r.'ile p e r m i t t e d by the appl icab le usury laws in Hie s la in in w h i c h the J u i n l P rope r ly is located, wh ichever 
is l l u ; lesser, pbi.s ntluniey'.s fee:;, cour t cu:;ls, and u lber rusts in rnu i i cc t i nn w i t h lhc culletd.iuii uf unpa id nmi| i iul .s . 

J. A d j u s t m e n Is 

Payment of any such bi l ls shnll nut pre judice the l i g h t nf any Nun ( i p e i a h u (u pintest nr ip ic id iun (he currectness (hereof; 
p rov ided , however, al l h i l l s and s ta lemeubi rendered lu Nun ( I p c r a l u i : ; hy Opera tor d m ing any calendar yenr shal l con­
clus ively be presumed lo be t rue and c u r r e c l a f t e r twen ty f u i i r (',!•!) mouths f u l l u w i n g the end nf nny such calendar year, 
u n less w i l bio tbe said twenty four ( iM) mon I h poi iud a Nun Opei a tin lakes IVI i l leu except ion I be re in and ma It en c l a i m on 
Operator for adjus tment . Nu ad jus tmen t favorable In Dpm aloi shall be made unless i l is made w i t h i n Ihe .nunc proscr ibed 
period. The pi o vis inns of Lliis p a r a g r a p h aba 11 nut prevent ad jus tments r e m 11 i ng f i o m a physical inventory of Conl n i l la hie 
M a t e r i a l as p rov ided fur in Sect inn V. 

ILLEGIBLE 
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O v e r h e a d - D r i l l i n g n n d P r o d u c i n g ( I p e r a ( i o n s 

i . As compensation for a d i i i i n i s l r n l i v e , supei vision, o f f i ce services and warehous ing cosls, ()[>eralur ,'ilndl chnrge d r i l l i n g 
and p roduc ing npernl inns on c i l h e r : 

(X ) F i x e d Hate Hasis, Pa r ag raph 1 A, or 
( ) Percentage Hnsis, Pa rag raph 111 

Unless otherwise agreed lu hy Ihe Parl ies , such charge shall he in l ieu nf costs and expenses of ni l off ices and salaries 
or wages plus, appl icable burdens anil expenses nf al l personnel, except these < I i ice l l y chargeable under P n r n g r n p h 
HA, Section I I . '[ ' l ie cost and expense uf services f r o m outside suurees in cnnnecl inn w i l h ma t t e r s of l u x a t i o n , t r a f f i c , 
nccoi inl ing or mat ters before nr i nvo lv ing governmenta l agencies shall be considered as included in Ihe overhead rales 
p rov ided for in Ibe nbuve selected P a r a g r a p h uf Ih is Sect ion 111 unless such cost nnd expense are ngrced lo by Ibe 
Part ies as a d i r e c t charge tn Ihe , In in l Aceuunt . 

i i . The. salaries, wages and Personal Fxpenses uf Technical Kmplnyocs and/nr the rust of professional consul tant services 
and conl r a c l services uf technical personnel d i r e c t l y employed un t h e . b u n t P r o p e r l y : 

( ) shal l be covered by Ihe overhead rales, nr 
(x ) shall nul be covered by the overhead rates. 

i i i . ' I he salaries, wages and Personal Fxpenses uf Techn ica l Kinpleyeos and /nr ensla uf professional consul tant services 
and cont rac t services uf technical personnel c i lhe r t e m p o r a r i l y nr p e r u u m c n l l y nssigncd tu nnd d i r e c t l y employed in 
the operat ion uf (he .hunt P roper ly : 

{ ) .shall be covered by Ibe overhead rales, nr 
^ ) shall not tic covered by the ovei bead rales 

A. Overhead - F ixed Rate Hasis 

( I ) Operator shal l charge Ihe . l u in l Aecuunt at the f n l l u w i n g rales per we l l per m o n l h : 

D r i l l i n g Wel l Rale % 5 , 0 0 0 . 0 0 
(PrniTiled fur less than a f u l l n i i i u l h ) 

P roduc ing W e l l Pale $ 5 0 0 , 0 0 

('<!) A pplicat inn of Ovei head F i x ed Kate Hasis shall lie as fid lows 

(a) D r i l l i n g Wrdl Kale 

(1) Charges fur d r i l l i n g wells shall begin on Ihe dale l l ie wel l is spudded and t e rmina t e on the dnle Ihe d r i l l ­
ing r i g , cninplet ini i r i g , or other uni ls used in comple l inn nf the wel l is released, whichever is Inter, except 
l h a l no charge shal l be made d u r i n g suspensinn uf d r i l l i n g ur c o m p l e l i n n npern l inns for f i f t e e n (15) or 
more consecutive calendar days. 

(2) Charges fur wel ls u n d e r g o i n g any type uf w o r k o v e r or r ecomple t ion for n per iod of f ive (fi) consecutive 
work days or moi e shall be made al the d r i l l i n g wel l ra le Such charges shall lie appl ied for the per iod 
f r o m dale worknver operations, w i l h r i g "•" nlher un i l s used in wnrknver , commence t h r o u g h dnle of r i g 
or other u n i l release, except lha l nn charge shall be made d u r i n g suspensinn nf operat ions for f i f t e e n 
( I f i ) u r I n ine en n seen I i ve calendar days 

(b) P roduc ing Wel l Kales 

( I ) A n active wol l ei ther produced ur injected into for any por t ion nf the mon th shall be considered its a one-
wel l (dun ge for the en t i re mon th . 

('/'-) Fach active complel inn in a m u l l i r ou ip l c l cd wel l in wh ich product ion is tint c o m m i n g l e d down hole shall 
be considered as a one well charge p rnv id iug each complel inn is considered a separate wel l by Ihe govern­
ing regu la to ry an I bur it y. 

('A) An inactive gns well shul in because uf overproduct ion nr f a i lu re uf purchaser lo lake the produc t ion shall 
be considered as a one-well cha ipe p r o v i d i n g the gas wel l is d i r e c t l y oiinneelod In n p e r m a n e n t sales 
outlet . 

(•I) A one wel l charge shall he mnde fur the month in w h i c h p l u g g i n g and abandonment operations nre com 
pleted on any wel l . This one well ohm go shall be made whether or nut Ihe wol l has produced except when 
d r i l l i n g wel l rate applies. 

(Ti) A l l other inactive wells ( i n c l u d i n g but mil l i m i t e d tu inactive wells covered by unit a l lowable, lease al low 
able, t r ans fe r ! ed a l lowable , etc ) shall not q u a l i f y for an ovei bend charge. 

(II) The well rates shall be adjusted as nf the f irs t day of A p r i l each year f n l l u w i n g lhc effect ive dale of the agreement 
to w l i i c h this A ccnu nl i ng Procedure is at tached. The a d j u s t m e n t shall be computed by m u l t i p l y i n g the ra le cur 
renl ly in use by Ibe percentage increase nr decrease in the average weekly earnings of Crude Pet ro leum and Oas 
Product ion W o r k e r s for the last ca lendar year compared to tbe calendar year p reced ing its shown by tbe index 
of average weekly earnings of ( ' rude Petroleum and Oas P i n d u c l i u n W o r k e r s as publ ished by Ihe U n i l e d Slalcs 
Depart men t uf I .a bur, Hu reau of I ,ahor S( a ( is l ies. in the equiva len t Canadian index as publ i shed by St nil's I ies 
Canada, as appl icable . The ad jus ted rales shal l he Ihe rates c u r r e n t l y iu use. plus or minus tint computed ad 
just incut . 

H-:—Overhead Percentage Hasis 

ILLEGIBLE 

(4)—Opcentoe ahull charge the .bunt Account at the f u l l n w i i i g rates 
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A C C O U N T I N G P R O C E D U R E 

J O I N T O P E R A T I O N S 

I O K N O R A L P R O V I S I O N S 

I . I ) f f i 11 I I i l l 11S 

",l n i ii I I ' i npe i I y " ah a 11 n i r n 11 111 <• i n i l a n i l p i : i an n a I p i u p i ' i Iv au I ' joo I In I h r it r, i co 111 c n t In «• 11 ii li t h i a A t n m n I i n g l ' i need lu c 
ia a Lt ac l i n I. 

" .Ju in l . O pc i a L i n n s " s h a l l m e a n a l l u p e i a I i in is i ico ess a i y nc p i npe i In i t h e 11 e v o l u p i n c n I, npe i a I i o n . p i n i c e t i on a n d m o b i l e 
n a n c e nf t h e J o i n l P r o p e l l y . 

" J o i n t A e c u u n t " .shal l m e a n I h e a c c o u n t s h o w i n g I h e c h a i ges p a i d a m i r i e d i t s i e c c i v e d i n l h c e n u d u o l of l h c J o i n t O p e r a 
Lions a n d w h i c h a r e lo he s h a r e d hy t h e Pa i t i es . 

" O p e i'a I o r " s h a l l m e a n l h c p a i l y d e s i g n a t e d to c n u d net I he . I n i n l O p e r a t i o n s . 

" N on 0 pe l a t o r s " s l i a l l m e a n t h e P a i l i e s to t h i s a g i c e m e n l u l h e r t h a n t h e O pe i a I u r . 

" P a r t i e s " s h a l l m e a n O p e r a l o r n u d U c n - O p c i i i l m : i . 

" l ' i I nt. 1 A; vo l S i i p e r v iso i s" s h a l l m e a n I h i d e c m p loy ees w hnse p i i m a i y l u in I inn iu . h u n t O pe i a I i nns is I h e d i r e c t su pe l v is i on 
u f o l h e r en i p i n y ees a n i l / o r r u n 11 ae I. In b u r d i i ec:l ly. en i p l u v e i I in i t h e J u i n l P i o p e i I y in a l i e Id npe i a I i u g cn pue it y . 
" T e c h n i c a l l'i i n p l u y ees " s h a l l m e a n t h o s e c m p lu .vccs h a v i n g s p e c i a l n n d s p e c i f i c e 11 g i n cc I i n p.y g c o l u g i c n l o r o t h e r p r i d e s 
s i o n a l s k i l l s , n n d w h u s c p i i i n n i y f u n c t i o n in J u i n l O p e i a t i o n s is t he h a n d l i n g u I a pec i f ie o p e r a t i n g c o n d i I ions n n d p i o b l e m s 
f u r t h e b e n e f i t o f l l u : J o i n t P i o p e r l y . 

" P e r s o n a 1 K x pc u s e s " sha 11 m e a n 11 a v i d a n d nl he i i oasun a I de i ei i n l i u i sa I de c x p e n sea uf I ) pe i a I in 's cn i p i n y ees. 
" M a t e r i a l " s h a l l m e n u pe r s o n a I p i u p e i t y . ei p i i p u i c n I in su p p i ins a m p i i i ct I ul h e l d f o r use nn t h e J u i n l P i o p e i I y . 
" O u n l r o l l a b l e M a t e r i a l " s h a l l m e a n M a t e r i a l w h i c h n l I h e l i m e is su c l a s s i f i e d i u t b e M a l e r i n l O l a s s i f i cn I i on M a n u a l as 
mos I r e c e n t l y r e c o m m e n d e d b y t h e O u t i n c i l of P t d i n l e i i i u A c c n u n t a n I s S n c i c l i c s . 

S t a t e m e n t a m i I t i 11 i n g.s 

O p e r a t o r s h a l l b i l l N on • O p e r a I o r s u n ui be Tin e I b e las t d a y u f e a c h n i nn t h f u r t h e i r p i n p m t i u n a l e sh in c uf t h e J o i n t A c-
c o u n t f o r t h e p r e c e d i n g m o n l h S u c h l u l l s w i l l be a c c o m p a n i e d by st u l c m c i i I a w h i c h i d e n t i f y l h c a u t h o r i t y fo r c x p c m l i l m e. 
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I I I . O V E R H E A D 

Overhend - D r i l l i n g nnd Producing Operations 

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

(X ) Fixed Rate Hasis. Paragraph I A, or 
( ) Percentage Hasis, Paragraph I I I 

Unless otherwise agreed to hy the Parties, such charge shall he in lieu of costs and expenses of all offices and salaries 
or wages plus applicable burdens and expenses ot all personnel, except those directly chargeable under Pnrngrnph 
3A, Section I I . The cost and expense of services from outside sources in connection with matters of taxation, t raff ic , 
accounting or matters before or involving governmental agencies shall be considered as included in tbe overhead rates 
provided for in tbe above selected Paragraph of this Section I I I unless such cosl and expense arc agreed lo by the 
Parlies as a direct charge lo the Joint Account. 

i i . The salaries, wages and Personal Expenses of Technical Fmployees and/or the cost of professional consultant services 
and contract services of technical personnel directly employed ou the Joint Proper ly: 

( ) shall be covered by the over bead rates, or 
) shall not be covci cd by the overhead rates. 

i i i . The salaries, wages and Personal Expenses of Technical Employees and/or cosls of professional consultant services 
and contract services of technical personnel either temporarily or permanently assigned lo and directly employed in 
the operation of the Joint Properly: 

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

A. Overhead - Fixed Rate Hasis 

(1) Operator shall charge lhc Joint Account at the following rales per well per monlh: 

Dr i l l ing Wel) Rate $ „ _ 5 , 0 0 0 — 0 0 

(Prorated for less than a fu l l month) 

Producing Well Rale % _500.,_QQ 

(2) Application of Ovei head - Fixed Rale Hasis shall be as follows: 

(a) Dr i l l ing Well Rate 
(1) Charges Tor dr i l l ing wells shall begin on Iho date the well is spudded and terminate on the date the dr i l l ­

ing rig, completion rig. or other units used in completion of the well is released, whichever is later, except 
that no charge shall be made dur ing suspension of d r i l l i ng or completion operations for fifteen (IS) 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 dr i l l ing well rate. Such charges shall be applied for the period 
from date workover operations, with r ig nr other units used in workover, commence through dale of r ig 
or olber unit release, except that, no charge shall be made during suspension of operations for fifteen 
(15) or mure consecutive calendar days. 

(b) Producing Well Kates 

(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 iu wliich production is not commingled down hole shall 
be considered as a one-well charge providing each completion is considered a separate well hy the govern­
ing regulatory authority. 

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

(J) A one-well charge shall be made for' Ihe month in which plugging and abandonment operations are com­
pleted ou any well. This one-well charge shall be made whether or not the woll has produced except when 
dr i l l ing well rate applies. 

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

(It) The well rates shall he adjusted as of the first, day of Apri l each year following the effective date of the agreement 
to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the rate cur 
rently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum and Oas 
Production Workers for the last calendar year compared to the calendar year preceding ns shown by the index 
of average weekly earnings of Crude Petroleum and Oas Production Workers as published by the United Stales 
Department of Labor, Hurcau of Labor Statistics, or the equivalent Canadian index ns published by Statistics 
Canada, as applicable. The adjusted rates shall be the rales currently in use, phis or minus the computed ad 
justnient. 
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