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A.A.P.L I'ORM CK) MODI.L V M Oi'HRATING AGRMI^MI-N'I' - 1982 

G U I D A N C E IN T i l l - P R E P A R A T I O N Q! ; THIS AGREEMENT: 

I . Title P"ge • Fill in Hanks as applicable. 

2. Preamble. Page 1 • Enter name of Operator. 

3. Article II • Exhibits: 

(a) Indicate Exhibits to be attached. 

(b) If it is desired that no reference be made to non-discrimination, the reference to Exhibit " F " should be deleted. 

4. Article HI.D. • Interests of Parties in Costs and Production - Enter royalty fraction as agreed to bv parties. 

5. Article IV.A. - Title Examination • Select option as agreed to by the parties. 

6. Article IV.P. - Loss of Title • If "Joint Loss" of Title is desired, the following changes should be made: 

(a) Delete Articles IV.n. 1 and IV.B.2. 

(b) Article IV.B.3 - Delete phrase "other than those set forth in Articles IV.B.l and IV.B.2 .IIKIVC." 

(c) Article VII.E. • Change reference at end of tbe first grammatical paragraph from "Article IV.B.2" to "Article IV.B.3." 

(dl Article X. - Add as the concluding sentence • " A l l claims or suits involving title to any interest .subject to this agreement shall '>c 

treated as a claim or a suit against all parties hereto." 

7. Article V • Operator • Enter name of Operator. 

8. Article VI.A - Initial Well: 

(a) Date of commencement of drilling. 

(b) Location of well. 

(c) Obligation depth. 

9. Article Vl.H.2.(h) • Subsequent Operations • Enter penalty percentage as j p m l to by parties. 

10. Article VI.C. - Taking Production in Kind • If a Gas Balancing Agreement is not in existence nor attached hereto as Exhibit "E". then use 

Alternate Page H. 

11. Article VII.D. 1. - Limitation of Expenditures - Select option as agreed to by parties. 

12. Article VII.D.3. • Limitation of Expenditures - Enter limitation of expenditure of Operator for single project and amount aliovc whkh 

Operator may furnish information A EE. 

13. Article ' X . • Internal Revenue Code Election - Delete this article in the event the agreement is a Tax Partnership and Exhibit " G " is at­

tached. 

14. A-ticle X. - Claims and Lawsuits - Enter claim limit as agreed to by parties. 

15. Article X I I I . - Term of Agreement: 

(a) Select Option as agreed to by parties. 

(b) If Option No. 2 is selected, enter agreed number of days in two (2) blanks. 

16. Article XIV.B • Governing Law • Enter state as agreed to by parties. 

17. Signature Page • Enter effective date. 
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A.A.P.L FORM MO MO, . FORM OPERATING AGREEMENT - 2 

1 OPERATING AGREEMENT 

3 THIS AGREEMENT, enteral into by and between A m e r i n d O i l C o , 

4 , hereinafter designated and 

5 referred to as "Operator", and the signatory party or parties other than Operator, sometimes hereinafter referred to individually herein 

6 as "Non-Operator". and collectively as "Non Operators". 

7 

8 WITNESSETH: 

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

1 1 Exhibit " A " , and the parties hereto have reached an agreement to explore and develop these leases and/or oil and gas interests for the 

12 production of oil and gas to tbe extent and as hereinafter provided, 

13 
14 NOW, THEREFORE, it is agreed as follows: 

15 

16 A R T I C L E I . 

17 DEFINITIONS 
18 

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

20 A. The term "oi l and gas" shall mean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons 

21 and other marketable substances produced therewith, unless an intent to limit tbe inchisivcness o( this term is specifically stated. 

22 FL The terms "od and gas lease", "lease" and "leasehold" shall mean the oil and gas leases covering tracts of land 

23 King within the Contract Area which are owned by the parties lo this agreement. 

24 0. The term "oi l and gas interests" shall mean unleased fee and mineral interests in tracts of land lying within the 

25 Contract Area which arc owned by parties to this agreement. 

26 D. The term "Contract Area" siiall mean all of tbe lands, oil and gas leasehold interests and oil and gas interests intended to ly? 

27 developed and operated for oil and gas purposes under this agreement. Stu b lands, oil and gas leasehold interests and oil and gas interc'-ts 

28 are described in Exlvbit " A " . 

29 E. The term "drilling uni t" shall mean the area fixed for the drilling of one well by order or rule of any state or 

30 federal bxxly h.v ii'g authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as cstabli: i -

31 ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties. 

32 P. 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 "Drill ing Party" and "Consenting Party" shall mean a party who agrees to join in and pay its share of the cost :>f 

34 any operation conducted under the provisions of this agreement. 

35 H. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a partv who elects not to particip: !e 

36 in a proposed operation. 

37 

38 Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes the 

39 singular, and the neuter gender includes the masculine and the feminine. 

40 

41 A R T I C L E I I . 

42 EXHIBITS 
43 

44 The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof: 

45 C$ 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 parties to this agreement. 

49 C) Oil and gas leases and/or oil and gas interests svibject to this agreement. 

50 (5) Addresses of parties for notice purposes. 

51 B—B—Exhibit ' T V ' , Eejrm uf Lease. 

52 C l C. Exhibit " C " , Accounting Procedure. 

53 tX D. Exhibit " D " , Insurance. 

54 ' X E. Exhibit " E " , Gas Balancing Agreement. 

55 ( 3 F- Exhibit " F " , Non-Discrimination and Certification of Non-Segregated Facilities. 

56 CT G. Exhibit "G",TO>IKrWKrX)̂ rX I n f o r m a t i o n Requ i r emen t s 
57 If any provision of any exhibit, except Exhibits " E " and " G " , is inconsistent with anv provision contained in the body 

58 of this agreement, the provisions in the hodv of this agreement shall prevail. ' 

59 

60 1 

61 

6 2 ' i ' V 

63 
64 

66 ;.'(' t 
67 

69 
70 



A.A.P.L. FORM 610 - MOP FORM OPFR AT INC. AGREEMENT -

1 ARTICLE I I I . 

2 INTERESTS OF PART IES 

3 
4 A . Oi l and Gas Interests: 

5 

(•) If anv panv owns an oil and gas interest in the Contract Area, that interest shall l>e treated (or all purposes of this agreement 

7 and during the term hereof as if it were covered by tbe form of oil and gas lease attached hereto as Exhibit " I V , and the owner there >( 

H shall be deemed to own l*oth the royalty interest reserved in such lease and the interest of the lessee thereunder. 

9 
10 B . Interests o( Parties in Costs and Production: 

11 

12 Unless changed bv other provisions, all costs and liabilities incurred in operations under this agreement shall be borne ar: -1 

13 paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their interests arc s-t 

\A forth in Exhibit " A " , ln the same manner, the parties shal! also own all production of oil and gas from the Contract Area subject to tt c 

15 payment of royalties to the extent of 1 / 8 which shall be borne as hereinafter set forth. 

16 

17 RegfrnHfw—r>f which pnrty has—contfihitfod—tbe lc:tv(t) iwlfaf-oil—iwad gu*-. inH'f-e'.l(s) ber^o—on—whic-h—rovidty if. due nrd-

18 payable, each party entitled to receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or 

19 cause to be paid or delivered, to the extent of its interest in such prodm tion. the royalty amount stipulated hereinabove and shall hold tb ? 

20 other parties free from any liability therefor. No party shall ever be responsible, however, on a price basis higher than the price received 

21 by such party, to any other party's lessor or royalty owner, and if any such other party's lessor or royalty owner should demand ard 

22 receive settlement on a higher price basis, the rarty contributing the affected lease shall bear the atlditional royalty burden attributable lo 

23 such higher price. 

24 

25 Nothing contained in this Article 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 changed by other provisions, if the interest of any party in anv lease cov ered hereby is subject to any rovalt ., 

30 overriding royalty, production payment or other burden on production in excess of the amount stipulated in Artic le III.B., such party <o 

31 burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other parties hereto harmless from anv 

32 and all claims and demands for payment asserted by owners of such excess burden. 

33 
34 D. Subsequently Created Interests: 

35 

35 If any rarty should hereafter create an overriding royalty, production payment or other burden payable out of production 

37 attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit " A " , or 

38 was not disclosed in writing to all other parties prior to the execution of this agreement by all parties, or is not a jointly acknowledged and 

39 accepted obligation of all parties (anv such interest being hereinafter referred to as "subsequently created interest" irrespective of the 

40 liming 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 patty is required under this agreement to assign or relinquish to any other party, or parties, all or a portion 

44 of its working interest and/or the production attributable thereto, said other party, or parties, shall receive said assignment and'or 

45 production free and clear of said subsequently created interest and the burdened party shall indemnify and save said other parly, 

4(3 or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequently created interest, 

47 and, 
48 
49 2. If the burdened party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Article VII.B. shall be 

50 enforceable against the subsequently created interest in the same manner as they are enforceable against the working interest of 

5 [ the burdened party. 
52 
53 A R T I C L E I V . 

54 TITLES 

55 

56 A . Ti t ie Examination: 

57 , A 

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 includ 

60 ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, overriding 

61 royalty and production payments under the applicable leases. At the time a well is proposed, each partv contributing leases and/or oil and 

62 gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal lease status 

63 reports), title opinions, title papers and curative material in its possession free of charge. All such information not in the possession of or 

64 made available to Operator by the parties, but necessary for the examination of the title, shall be obtained by Operator. Operator shall 

65 cause tit'e to be 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: 

67 . -
68 D Op'ion No. 1: Costs incurred by Operator in procuring abstracts and title examination (including preliminary, supplemental, 

69 shut-in gas royalty opinions and division order title opinions) shall be a part of the administrative overhead as provided in Exhibit " C " , 

70 and shall not be a direct charge, whether performed by Operator's staff attorneys or by outside attorneys. 

- 2 -



A . A . I ' . L F O R M (.10 - M O D ' O R M O P E R A T I N G A G R E E M E N T - I 

A K T 1 C L K IV 

continued 

G) Option No. 2: Costs incurred by Operator in procuring abstracts and foes paid outside attorneys for title cxarnmatie i 

(including preliminary, supplemental, shut-in gas royalty opinions and division order title opinions) shall be borne by the Drilling Parte s 

in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling P.irii'-s as .such interests appear in In ­

hibit " A " . Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above 

functions. 

Each parly shall be responsible for securing curative matter and pooling amendments or agreements required in connection 

with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling 

designations or declarations as well as the conduct of bearings before governmental agencies for the securing of spacing or pooling order'-. 

This shall not prevent any party from appearing on its own Ix-half at any sm b hearing. 

No well shall be drilled on the Contract Area until after (1) the title to the drillsite or drilling unit has been examined as above 

provided, and (2'} the title has been approved by the examining attorney or title has been accepted bv all of the parties who arc lo pa'-

ticipatc in the drilling o' the well. 

D. Loss of T i t l e : 

1. Failure of-Tnlr: S-hrriM anv oil and gas interest or I rn^ , nr in»err^--M>"f»nf>^K^wt-4hff^H?H4^bH,e^ 

reduction of interest from that shown on Exhibit " A " , the party contributing the affected lease or interest shall have ninety (90) d<(y«. 

from final determination of title failure to acquire a new lease or other instrument c uring llie entirely of the title failure, v. hie h a^uis-

tion will not be subject to Article VIII.IV, and (ailing to do so. this agreement, nevertheless, shall continue in (orce as to all retjjSminR oil 

and gas leases and interests: and. 

(a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the entire loss aryKtt shall not be 

entitled to recover from Operator or the other parties any development or operating costs which it may have t heretofore paid or incurred, 

but there shall be no additional liability cm its part to the other parties hereto bv reason of such title failure; 

fb) There shall be no retroactive adjustment of expenses incurred or revenues received from the opcrattoiy-ot the interest which has 

been lost, but tbe interests of the parties shall he revised cm an acreage basis, as of the time it is determined hrfally that title failure has oc­

curred, so that the interest of the party whose lease or interest is affected bv the title failure will thereafter |H, reduced in the Contract 

Area by the amount of the interest lost; / 

(c) if the proportionate interest of the other names hereto in anv producing well theretyuire drilled on the Contract Area is 

increased by reason of the title failure, the party whose title has (ailed shall receive the procoe/fs attributable to the increase in such in 

tercst (less costs and burdens attributable thereto) until it has been reimbursed for un rccnvi/cd costs paid bv il in connection with such 

well; / 

(d) Should any person not a party to this agreement, who is determined to bc/tbe owner of any interest in the title which has 

failed, pay in any manner any part of the cost of operation, development. or cqiiip'rVuI. such amount shall be paid to the party or parties 

who l*orc the costs which arc so refunded; / 

(e) Any liability to account to a third party for prior production of/oil and gas which arises bv reason of title failure shall be 

borne by the party or parties whose title failed in the same proportiorur^n which they shared in such prior production; and, 

(0 No charge shall be made to the joint account for legal exposes, fees or salaries, in connection with ihe defense of the interest 

claimed by any party hereto, it being the intention of the parties lyrclo that each shall defend title to its interest and bear all expenses in 

connection therewith. 

2. Loss by Non Payment or Erroneous IViyment/of Amount Due: If. through mistake or oversight, any rental, shut-in well 

payment, minimum royalty or royalty payment, is niX7paid or is erroneously paid, and as a result a lease or interest therein terminates, 

there shall he- no monetary liability against the parly who failed to make such payment. Unless the partv who failed to make the required 

payment secures a new lease covering the same/ntercst within ninety (90) davs from the discovery of the failure to make proper payment, 

which acouisition will not be subject to Article Vi l l . IV, the interests of the parties shall be revised cm an acreage basis, effective as of the 

date of termination of the lease involvedyand tbe party who lailed to make proper payment will no longer be credited with an interest in 

tbe Contract Area can account of own/rship of the lease or interest which has terminated. In the event the partv who failed to make the 

required payment shall not have lyrn fully reimbursed, al the time of the loss, from tbe proceeds of the sale of oil and gas attributable to 

the lost interest, calculated on ;m acreage basis, for the development and operating costs theretofore paid on account of snch interest, it 

shall be reimbursed for nn rrxrivercel actual costs theretofore paid by it (but not for ils share of the cost of any dry hole previously drilled 

or wells previously ahamtfmeel) from so much of tbe following as is necessary to effect reimbursement: 

(a) Proceeds of pA and gas, less operating expenses, theretofore accrued to the credit of the lost interest, on an acreage basis, 

up to the amount/of unrecovered costs; 

fb) Procecrfs, less operating expenses, thereafter accrued attributable to the lost interest on an acreage basis, of that portion of 

oil and gas thereafter prcxluced and marketed (excluding production from any wells thereafter drilled) which, in the absence of such lease 

terminatir<n, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, tbe proceeds of said 

rortiort'of the oil and gas to be contributed by the other parties in proportion to their respective interests; and, 

/ ( c ) Anv monies, up to the amount of unrecovered costs, that may be paid by any parly who is, or becomes, the owner of the interest 

»KaM, far th*> pri'.'ilgpn of fw4^4p4Vt4ng-4fv-4l> -̂C<>ntc-*HH^Vf<»c^ 

, t i t l e 
3. Other Losses: All/losses incurred, other ihatv-rhm-.n set (nrth in- A-f+t<4os-4V-4V I ; nml IV.IV?. arrive, shall be joint losses 

and shall be borne bv all parties in proportion to their interests. There shall be no readjustment of interests in the remaining portion of 

the Contract Area. . J , 

-3-



A.A.P.L EOI'M 610 - MUD ORM OPERATING AGREEMENT • 1 

, A R T I C L E V. 

2 OPI-RATOR 

3 
4 A . Designation and Responsibilities of Operator: 

A m e r i n d O i l Co. shall be the 
7 Operator of the Contract Area, and shall conduct and direct and have full control of all operations on the Contract Area as permitted and 

R required by, and within tbe limits of this agreement. It shall conduct all sue h operations in a go<*l and workmanlike manner, but it shall 

9 have no liability as Operator to the other parties for losses sustained or liabilities incurred, except such as may result from gross 

10 negligence or willful misconduct. 

11 
12 D. Resignation or Removal of Operator and Selection of Successor: 

13 

\A 1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to NonOpcrators. 

1 5 If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as 

16 Operator. Operator shall be deemed to have resigned without any action bv Non Operators, except the selection of a successor. Operator 

17 may be removed if it (ails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the 

18 affirmative vote of two (2) or more Non Opora'ors owning a majority interest based on ownership as shown on Exhibit " A " rcmainin.' 

19 after excluding the voting interest of Operator. Such resignation or remov al shall not become effective until 7:00 o'clock A . M . on tb-

20 first day of tbe calendar month following the expiration of ninety (90) days after tbe giving of notice of resignation by Operator or action 

21 by the Non-Operators to remove Operator, unless a successor Operator has been .selected and assumes the duties of Operator at an earlier 

22 date. Operator, after effective date of resignation or removal, shall be bound bv the terms hereof as a Non-Operator. A change of a cor-

23 porate name or structure of Operator or transfer of Operator's interest to anv single subsidiary, parent or successor corporation shall not 

2A be the basis (or removal of Operator. 

25 
2Ci 2. Selection of Successor Operator: 1'pon the resignation or removal of Operator, a successor Operator shall be selected by 

27 'he parties. I he successor Operator shall be selected from the parties ow ning an interest in the Contract Area at the time such successor 

28 Operator is selected. 1 he successor Operator shall be selected by the affirmative vole of two (2) or more parties owning a majority intcres: 

29 based on ownership as shown on Exhibit ' ' A " ; provided, however, if an Operator which has been removed fails to vote or votes only t > 

30 succeed itself, the successor Operator shall be se lected by tbe affirmative vote of two (2) or more parties owning a majority interest based 

31 on ownership as shown on Exhibit " A " remaining after excluding the voting interest of the Operator that was removed. 

32 
33 C. Employees: 

34 

35 The number of employees used by Operator in conducting operations hereunder, their selection, and the hcurs of labor and the 

36 compensation (or services performed shall be determined by Operator, and all such employees shall be the employees of Operator. 

37 

38 D. Di t i l ing Contracts: 

39 

40 All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so 

41 desires. Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prcvailin 

42 rates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, an 

43 such work shall be performed bv Operator under the same terms and conditions as are customary and usual in the area in contracts of in 

44 dependent contractors who are doing work of a similar nature. 

45 
46 
47 

48 
49 A R T I C L E V I . 

50 D R I L L I N G A N D DEVELOPMENT 

51 

52 A . Init ial Wel l : 

53 
54 On or before the 1 s t day of J n n 113 r y , 19 89 < Operator shall commence the drilling of a well for 

55 oil and gas at the following location: a t a l e g a l l o c a t i o n i n t he SW/4 NW/4 o f S e c t i o 1 
56 29, T-16-S, R-37-E, Lea County, New Mexico. 
57 
58 
59 
60 and shall thereafter continue the drilling of the well with due diligence to a d e p t h o f 11 ,500 f e e t o r t o a 
f)1 depth s u f f i c i e n t to t e s t the Strawn f o r m a t i o n . 
62 ' i - . , 
63 ;•;' 
(yA . i ' i 

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 shall make reasonable tests of all formations encountered during drilling which give indication of.containing oil and 

69 gas in quantities sufficient to lest, unless this agreement shall be limited in ils application to a specific formation or formations, in which 

70 event Operator shall be required to test onlv the formation or formations to which this agreement may apply. '>... 'r. " 

- 4 • 
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AUTICLKVI 
conlirnifil 

If, in Operator's judgment, tin- well wi l l not produce oil or gas in .paying r|U.lntitics, and it wishes lo plug, and abandon l!'c 

svell as a dry bole, the provisions of Art ic le V I . s h a l l thereafter apply.. 

r i . Subsequent Opera t ions : 

1. Proposed Operations: Should anv party hereto desire to dri l l any well on the Coui iaci Area other than the well provided 

for in Ar t ic le V I . A . , or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or a well jointly owned by all 

the parties and not then producing in paying quantities, the party desiring to d r i l l , rework, deepen or plug, back such a well shall give the 

other parties wri t ten notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma­

tion and the estimated cost of the operation. The parties receiving suc h a notice- shall have thi r ty (.Vl) days after rece ipt of the noti .e 

wi th in which to notify the party wishing to do the work whether they elect to participate in the cost of the proposed operation. If a d r i l l ­

ing r ig is on Icx aI ion. rjotice of ^ .or.or-osa! to rework, plug back or dr i l l deeper may be given by telephone and the response period shall 1 c 

limited lo /*-rrr-r-*--r:rir-t-'t4y-Vii-nirs,Vxrin-J-rr-i-^-S-nurdav. SuneUv nnd-4^nk4>»4t4f»w fa i lure of a partv receiving sm h notice to reply wi th n 

the period above fixed shall constitute an election by tbat party not to participate in the cost cd tbe proposed operation. Any notice or 

response given by telephone shall be promptly confirmed in wr i t ing . 

If all parties elect to participate in such a proposed operation. Operator shall, wi th in ninety (9fl \davs after expiration of the notice: 

period of thir ty (3") days (or as promptly as possible after the expiration of the ^-rH-»-tg) i»-f4^ftoi i r penod when a dr i l l ing rig is on loca­

t ion, as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all pa -

ties hereto; provided, however, said commencement elate may be extended upon wri t ten notice of same by Operator to the other partic .. 

for a period of up to th i r ty (30) additional davs if . in the sole opinion of Operator, such additional time is reasonably necessary to oht.ii-i 

permits f rom gewernmental authorities, surface rights (including rights-of way) or appropriate dr i l l ing equipment, or to complete title c: -

amination or curative matter required for title approval or acceptance. Notwithstanding the force majeure provisions of Art ic le X I , if the 

actual operation has not been commenced w i t h i n the time provided (including anv extension thereof as specifically permitted herein) an,I 

if any party hereto still desires to conduct said operation, writ ten notice proposing s ame must be resubmitted to the other parties in accot • 

dance wi th the prov isions hereof as if nn prior proposal had been made. 

2. Operations by Less than A l l Parties: If any party receiving such notice as provided in Ar t ic le V I . B . l . or V I I . D . l . (Option 

N o . 2) elects not to participate in ihe proposed operation, then, in order to be entitled to the benefits of this Ar t ic le , the party or parties 

giving the notice and such other parties as shall elect to participate in the operation shall, wi th in ninety ( , v l ) clays af'cr the expiration c' 
" . t we ' l l f v - I o t i i • ) 1 

the notice period of th i r ty (30) days (or at. promptly as possible after the expiration of the fori v cigjU. (4'-^ h n ir period when a dr i l l ing rig is 

on location, as the case may be) actually commence the proposed operation and complete It wi th due tliligcue'c. Operator shall perform a 

work for the account of the Consenting Parties: provided, however, if no dr i l l ing rig or other equipment is nn location, and if Operator is 

a N o n Consenting Party, the Consenting Parties shall cither: (a) request Operator Ici perform the work required by such proposed opera 

l ion for the account of the Consenting Parties, or (h) designate one ( l ) o f the Consenting Parties as OpTatot to perform such work. Cor 

senting Parties, when conducting operations on the Contract Area pursuant to ibis Art ic le V I . B . 2 . . shall comply with all terms and cor 

ditions of this agreement. 

If less than all parties approve any proposed operation,-fhe p ^ p d , , , , . (vrf>r, immediately after the expiration of the applicable 

notice period, shall advise the Consenting Parties of the total interest of the parties approving such operation and its recommendation as 

lo whether the Consenting Parties should proceed wi th the operation as proposed, bach Consenting Partv. wi th in forty eight (4S) hours 

(cxclusb e of Saturday. Sunday and legal holidays) after receipt of such notice, shall advise the proposing partv of ils desire to (a) l imit par 

tieipation lo such party's interest as shown on F.xhibit " A " or (b) carry its proportionate part of N o n Consenting Parties' interests, an-' 

failure to advise the proposing party shall be deemed an election tinder (aj. In tbe event a dri l l ine rig is on location, ihe time permitted for 
, „ , W c u L v - f o u r ( / A ) h o u r s " 1 

such a response shall not exceed a total of f"f<v^^gftt-(^w>)-l<frttf»-t»>ebwve of _viiiiirtNv.-Stinil.lv nrv-l 1 T - ' 1 -h.-lidnT t). Ihe proposing partv 

at us election, may withdraw such proposal if there is insufficient participation and shall promptly notify all parties of such decision 

The entire cost and risk of conducting such operations shall be borne bv the Consenting Parties in the proportions thev have 

elected to bear s i n e under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involved in such 

operations free and clear of all liens nnd encumbrances of every kind created by or arising f rom the operations of the Consenting Parties 

If such an ope r i t i «n results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface location at their 

sole cost, r r , j< a n d expense. If any well drilled, reworked, deepened or plugged bac k under the provisions of this Ar t ic le results in a pro 

ducer of oil ami'or gas in paving quant itic s. the Consenting Parties shall complete and equip 'he well to produce at I heir sole cost and risk. 
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1 nnd the well shall (hen he turned over to Operator and shall he operated hv it at the expense and (or the account ol the Consenting Par 

2 lies. Upon commencement of operations for the drilling, reworking, deepening or plugging hack of anv suc h well by Consenting Parties 

3 in accordance with the provisions of this Article, each Non Consenting Party shall be deemed to have relinquished to Consenting Parties, 

4 and the Consenting Parties shall own and be entitled to r ec ei v c ,-w»-pf-y^»»>fHwv4*v-4H4f-*4"*p<y H »f iru er , all of such Non Consenting, 

5 Party's interest in the well and share of production therefrom until the proceeds of the sale of such share, calculated at tbe well, or 

6 market value thereof if sue h share is not sold, (after deducting production taxes, excise taxes, royalty, overriding royalty and other in 

7 terests not excepted bv Article 1II.D. payable out of or measured by the production from such well act ruing, with respect to such interes' 

fl until it reverts) shall equal the total of the following: 

9 

10 

12 (a) -^cR^of each such Non-Consenting Party's share of the cost of anv newly acquired surface equipment beyond the TVCIUIC.K 

13 connections (including, but not limited to. stm k tanks, separators. Ire.Hers, pumping equipment and piping), plus 100',''. of each sue! 

14 Non Consenting Pan v's share of the i ost of operation of the well commencing with first production and c ont inning until each such Non 

15 Consenting Party's relinquished interest sh ill revert to it tinder other provisions of this Article, it being agreed that each Non 

16 Consenting Party's share of such costs and equipment will be that interest which would have been chargeable to .such Non Consenting 

17 Party had it participated in the well from the beginning of the operations; and 

18 

19 

20 

21 Cb) 3 0 0 <yo Q ' ( n _ ( p^rti<Hi of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing, 

22 after deducting any cash contributions r e t c ed under Article VII I .C . and 3 0 0 % <,f that portion of the cost of newly acquired equip-

23 ment in the svcll (to ane! including the wellhead connections), which would have been chargeable to such Non-Consenting Party if it had 

24 participated therein. 

25 

26 
27 

28 An election not 'o participate in the drilling or the deepening of a we ll shall be deemed an election not to participate in any re-

29 working or plugging back operation proposed in such a well, or portion thereof, to which the initial Non Consent election applied that is 

30 conducted at any time prior to full recovery by the Consenting Parties of the Non Consenting Party's recoupment account. Any such 

31 reworking or plugging hack operation con due to.! during the recoupment period shall, be deemed, part.ni the cost of opera tirm rjf jtatei well 
1 ' uric hundred' f i F l v percent Q30/„) 

32 and there shall be added to the sums to be recouped by the Consenting Parties-one bundm! pcicci'it f+i^fH^rj ol that portion ol the costs of 

33 the reworking or plugging back operation whv h would have been chargeable to such Non Consenting Party had it participated therein. If 

34 such a reworking or plugging hack operation is proposed during such recoupment period, the provisions of this Article VI.0. shall be ap-

35 plicable as between said Consenting Parties in said well. 
36 

37 

38 

39 During the period of time Consenting Parties are entitled to receive Non Consenting Parly'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 I1I.D. 

43 

44 

45 

46 In the case of any reworking, plugging hack or deeper drilling operation, tbe Consenting Parties shall be permitted to use, free 

47 of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unchanged; and upon 

48 abandonment of a well after such reworking, plugging back or deeper drilling, tbe Consenting Panics shall account (car all such equip-

49 ment to the owners thereof, with each partv receiving its proportionate part in kind or in value, less cosl 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 Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in ane! connected to the well, and an 

55 itemized statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the well for production; or, at its 

56 option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly hill-

57 ings. Each month thereafter, during the time the Consenting Parties arc being reimbursed as provided above, the party conducting the 

58 operations for the Consenting Parties shall furnish the Non Consenting Parlies with an itemized statement of all costs and liabilities in-

59 curred in the operation of the well, together with a statement of the quantity of nil and gas produced from it and the amount of proceeds 

60 realized from the sale of the well's working interest production during tbe preceding month. In determining the quantity of oil and gas 

61 produced during any month. Consenting Parties shall use industry accepted methods such as, but not limited to. metering or peritxlic 

62 well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any such operation 

63 which would have been owned by a Non Consenting Party had it participated therein shall be credited against the total unreturncd costs 

64 of the work clone and of the equipment pure based in determining when the interest of such Non Consenting Partv shall revert to it as 

65 above providcl; and if there is a credit balance, it shall be paid lo such Non Consenting Party. .,; . 

66 .-.-:• I 

57 *in Cite snr-ie proportions elected tinder the terms of the preceding paragraph. 
68 ; .' \ r-\ V.) 

69 
70 V w T u ' ^ U 

. .. „ . - ^ - n S ^ V ; , ' , . 
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1 If and when the Consenting Panics recover (men a Non Consenting Party's relinquished interest the amounts provided (or above, 

2 the relinquished interests of such Non Consent inj: Party shall automatically revert to it, and, from and after such reversion, stub Non-

3 Consenting Party shall own the same interest in such well, tbe material and equipment in or pertaining thereto, and the prodm tion 

4 therefrom as such Non Consent int: Party would have been entitled to had it panic ip.iicc! in the drilling, reworking, decpeninj; or plug ;ing 

5 back of said well. Thereafter, such Non Consenting, Party shall be charged with and shall pay its proportionate part o( the further co< ,s o( 

6 the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto. 

7 

8 

9 
10 Notwithstanding the provisions of this Article VI.13.2., it is agreed that without the mutual consent of all parties, no wells shall 

11 be completed in or produced from a source of supply from which a well located elsewhere on the Contract Area is producing, unless such 

12 well conforms to the then-existing well spacing pattern for such source of supply. 

13 

14 

15 

16 The provisions of this Article shall have no application whatsoever lo the drilling of the initial well described in Article VI.A. 

17 except fa) as lo Article VI I .R . I . (Option No. 2), if selected, eir (b) as to the reworking, deepening and plugginj; back of such initial " ell 

18 after it has been drilled to the depth specified in Article VI .A. if it shall thereafter prove to he- a elrv hole or, if initially completed for pro-

19 duction, ceases to produce in paving calamities. 

20 

21 

22 

23 3. Stand Ry Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been 

21 completed, and the results thereof furnisher! to the parties, stand-by costs incurred pending response to a party's notice proposing a 

25 reworking, eleepening, plugging back or completing operation in such a well shall be charj:ed anel borne as part of the drilling or decpen-

26 ing operation just completed. Stand by costs subsequent to all parties responding, or expiration of the response time permittee!, whichever 

27 first occurs, and prior to agreement as to tbe participating interests of all Consenting Parties pursuant to the terms of the second gram-

28 matical paragraph of Article VI.(1.2, shall be charged to .ane! borne as part of the proposetl operation, but if the proposal is subsequently 

29 svithdrawn because of insufficient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion 

30 each Consenting Party's interest as shown on Exhibit " A " bears to the total interest as shown on Exhibit " A " of all Consenting P.ir-

31 ties. 
32 

33 

34 

35 4. Sidetracking: Except as hereinafter provided, (hose provisions o( this agreement applicable to a "deepening" operation shall 

36 also be applicable to any proposal to directionally control ane! intentionally deviate a well from vertical so as to change the Ixattom hole 

37 location (herein called "sidetracking"), unless elone to straighten the hole or to drill around junk in the hole or because of other 

38 mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that docs not own an interest in I he 

39 affected well bore at the time of the notice sha'l. upon electing to participate, tender to the well bore owners its proportionate share (e-qual 

40 to its intere" in the sidetracking operati-.i) of the value of that portion of the existing well bore to be utilized as follows: 

41 

42 

43 

44 (a) If the proposal is for sidetracking an existing dry hole, reimbursement shall he on the basis of the ae lual costs incurred in 

45 the initial elnlling of the well down to the- depth at which the- sidetracking operation is initiatcl. 

46 

47 

48 

49 (h) If the proposal is for sidetracking a well which has previemsly produteel, reimbursement shall lie on the basis of the well's 

50 salvable materials and equipment down to the depth at which the sidetracking e-pe-ration is initiated, determined in accordance with the 

51 provisions of Exhibit " C " , less the estimated cost of salvaging anil the estimated ( ost of plugging and abandoning. 

52 

53 
54 

55 In the event that nonce for a sidctMcking operation is given while the drilling rig to be utilized is on location, the response period 
i von t y - (our (•-•»/ 1/nurs, - > i 

56 shall be limited tevW»v-^)»ffl44K>4w>iirv r-wluwc ^S^Htfdtv^Swfirl.-iv ytO le^sl h^irl.Ty^ provided, however, anv party may request an.I 

57 receive up to eight (3) additional days after expiration of the ferry e-igbt-f^^vie-MH-i wiinm evhi'n to respond bv paving (or all stand bv time 

58 incurred during such extended response period If more than one parts- elce i - to take sue h additiemal time to re-sponc! lo the notice, static 

59 by costs shall be al'ocated between the parties taking additional time to respond on a dav-to day basis in the proportion each electing pat 

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 all other ir 

61 stance.; the response period to a proposal for sidetracking shall he limited to thirty (30) days. 

62 

63 .: 
64 
65 C. T A K I N G PRODUCTION I N K I N D : " j 

66 
, h a v e n r i t d u . t o 

67 E.-ch party shall '.akc in kind or separately dispose of its proportionate share of all oil and gas produced from the Contract Arc;', 

68 exclusive of production which may be used in development and producing operations and in preparing and treating oil and gas foi 

69 marketing purposes and prrxluction unavoidably lost. Any extra expenditure incurred in the taking in kind or separate disposition bv nn . 

70 party of its proportionate share of the production shall be borne by such partv. Any party taking its share of production in kind shal! b-

-7-



A.A P I.. IORM CIO - MODI-.!. I < )RM OPIRAT!i\(", AURI.KM liNT I ' , 1 ; - . : 

ARTTCLKVT 
conlintuyl 

1 required to pay for only its proportionate sharp of such part of Operator's surface facilities which it uses. 

2 

3 Each party shall execute such division orders and contracts as mav he necessary for the sale of its interest in production fn TI 

4 the Contract Area. and. except as provided tn Article VII .n. , shall ho entitled to receive payment directly from the purchaser thereof lor 

5 its share of all production. 

7 In the event any party shall (ai! to make the arrangements necessary to take in kind or separately dispose of its proportionate share of 

8 the oil produced from the Contract Area. Operator shall have the right, subject to the revocation at will by the party owning it. but n it 

9 the obligation, to purchase such oil or sell it to others at any time and from time to time, for the account of the non taking partv nt the 

10 tv-st price obtainable in the arra for such production. Any such purchase or sale by Operator shall be subject alwavs to the right of the 

11 owner of the production to exercise at any time its right to take in kind, or separately dispose of. its share of all oil not previou-Iv 

12 delivered to a purchaser. Any purchase or sale by Operator of any other party's share of oil shall be only (or such reasonable periods of 

13 time n are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess 

14 of one (1) year. 

15 

16 In the event one or more parties' separate disposition of its share of the gas causes split-stream deliveries to separate pipelines and/- <r 

!7 deliveries which on a day to-day basis for any reason are not exactly equal to a party's respective proportionate share of total gas sales 'o 

18 be allocated to it. the balancing or accounting between the respective accounts of the parties shall he in accordance with anv gas balancing 

19 agreement between the parties hereto, whether such an agreement is attached as Exhibit " E " , or is a separate agreement. 

20 

21 D. Access to Contract Area and Information: 

22 

23 Each party shall have access to the Contract Area at all reasonable times, at its sole cost and risk to inspect or observe operations, 

24 and shall have access at reasonable times to information pertaining to the development or operation thereof, including Operator's boot s 

25 and records relating thereto, Operator, upon request, shall furnish each of the other parties with copies of all forms or reports filed with 

26 governmental agencies, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports of stock on hand at the first o' 

27 each month, and shall make available samples of any cores or cuttings taken from any svell drilled on tbe Contract Area. The cost ot' 

28 gathering and furnishing information to Non Operator, oilier than that specified above, shaii he charged to the Non Operator tbat re 

29 quests 'he information. 

30 

31 E. Abandonment of Wells: 

32 

33 1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VI.B.2., any w-cll 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 ol all parties. Should Operator, after diligent effort, be unable to contact any party, or should anv party fail to rcplv 

36 within forty-eight (48) hottrs (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon 

37 such well, such party shall be dc-med to have consented to the proposed abandonment. All such wells shall br plugged and abandoned in 

38 accordance w-ith applicable regulations and at the cost, risk and expense of the parties who participated in the cost of drilling or deepening 

39 such well. Anv party who objects lo plugging and abandoning such well shall have the right lo lake over the well and conduct further 

40 operations in search of oil and/or gas subject to ihe provisions of Article VI.D. 

41 

12 2. Aband onment of Wells that have Produced: Except for anv well in which a Non Consent operation has been conducted 

1 ' hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, anv well which has been completed as a 

11 producer shall not be plugged and abandoned without the consent of all parties. II all parties consent to such abandonment, the well shall 

15 be p̂ luiTgcd â id a^hnncjoppd^irijaccordance with applicable regulations and at the cost, risk and expense of all the parties hereto. If. within 

46 4b'Viw (Jni dris-. alter receipt of notice of ihe proposed abandonment of any well, all parties do not agree to the abandonment of such well, 

47 those wishing to continue its operation from the interval(s) of the formation(s) then open to production shall lender to each of the other 

1^ pa'ties i's proportionate share of the value of the well's salvable material and equipment, determined in accordance with the provisions of 

19 Exhibit " C " , lê s 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 anil 

51 material, all of its interest in the well and related equipment, together with its interest in the leasehold estate as to, but only as to, the in 

52 terval or intervals of the formation or formations then open to production. If the interest of the abandoning parly is or includes an oil and 

53 gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease, limited to the interval or in-

54 tervals of the formation or formations then open to production, for a term of one ( l ) year and so long thereafter as oil and/or gas is pro 

55 duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit 
56 

57 

58 

59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
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j " B . The assignments or lease"; so limited shall encompass the "drilling uni t" upon which the well is located. The payments by. and the 

2 assignments or leases to, the assignees shall he in a ratio based upon the relationship of their respective percentage of participation in the 

3 Contract Area to the aggregate of the percentages of participation in the Contract Area of all assignees. There shall be no readjustment of 

^ interests in the remaining portion of the Contract Area. 

5 

6 Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production from 

7 (he well in the interval or intervals then open other than (he royalties retained in anv lease made under the terms of this Article. Upon re-

8 quest. Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and charges con-

9 templaled bv this agiceuie n l . plus ,mv additional cost and charges wlin h may ai IM- as the result of the separate ownership of the assigned 

10 well. Upon proposed abandonment of the producing inlerval(s) assigned or leased, the assignor or lessor shall then have the option lo 

11 repurchase its prior interest in the well (using the same valuation formula) and participate in further operations therein subject to the pro-

1 2 visions hereof. 

13 

14 3. Abandonment of Non-Consent Operations: The provisions of Article VI .E . I . or VI.E.2. above shall lie applicable as betw-een 

15 Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall lie 

16 permanently plugged and abandoned unless and until all parties having the right In conduct further operations therein have been notified 

17 of the proposed abandonment and afforded the opportunity to elect to take over the well in accordance with the provisions of this Article 

18 V I E . 

19 

20 A R T I C L E V I I . 

EXPENDITURES A N D I . I A n i l . I T Y OE PARTIES 

A . Liabil i ty of Parties: 

21 

22 

23 

24 

25 The liability of the parties shall lie several, not joint or collective. Each party shall be responsible only for its obligations, and 

26 shall be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the liens granted 

27 amonc the parties in Article VII.TV are given to secure only the debts of each severally. It is not the intention of the parties to create, nor 

28 shall this agreement lie construed as creating, a mining or other partnership or association, or to render the parlies liable 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 in the Contract Area, and a security interest in its share 

33 ol 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 'he rate provided in Exhibit " C " . To the extent that Operator has a security interest under the Uniform Commercial Code of the 

35 state. Operator shall be entitled lo exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the oh-

36 taining of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien 

37 rights or security interest as security for the payment thereof. In addition, upon default bv anv Non-Operator in the payment of its share 

38 of expense. Operator shall have the right, without prejudice to other rights or remedies, to collect from the purchaser the proceeds from 

39 the sale 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 Iv entitled to rely upon Operator's written statement concerning the amount of anv default. Operator grants a like ben 

41 and security interest to the Non Operators to secure payment of Operator's proportionate share of expense. 

42 

43 If any party fails or is unable to pay its share of expense within sixty (60) days after rendition of a statement therefor by 

44 Operator, the non-defaulting partirs. including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that 

45 the interest of each such party boars to the interest of al! such parties. Each partv so paying its share of the unpaid amount shall, to obtain 

46 reimbursement thereof, be subrogated to the security rights described in tbe foregoing paragraph. 
47 

48 C. Payments and Accounting: 

49 

50 Except as herein otherwise specifically provided. Operator shall promptly pay and discharge expenses incurred in the development 

51 and operation of the Contract Area pursuant to this agreement and shall charge each of the parties hereto with their respective proper -

52 tionate shares upon the expense basis provided in Exhibit " C " . Operator shall keep an accurate record of the joint account hereunder. 

53 showing expenses incurred and charges and credits made and received. 

54 

55 Operator, at its election, shall have the right from time to time to demand and receive from the other parties payment in advance 

56 of their respective shares of the estimated stnouni of the expense to be incurred in operations hereunder during the next succeeding 

57 month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together 

58 with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted 

59 on or before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such estimate within 

60 fifteen (15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, the amount 

61 due shall (var interest as provided in Exhibit " C " until paid. Proper adjustment shall be made monthly betw-een advances and actual ex-

62 pense to the 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 J i 
66 1. Drill or Doepen: Without the consent of all parties, no well shall lie drilled or deepened, except any well drilled or'deepcned 

67 pursuant to the provisions of Article VI.B.2. of (his agreement. Consent (o tbe drilling or deepening shall include: : • •! '. 
68 (.! j "• : '}.') 

69 V- \~ i 7 " " / ' 
70 V 
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A R T I C L E , V I I 1 

continued 

1 • Option No. 1: All necessary expenditures for (he drilling or deepening, testing, completing nnd equipping of the well, including 

2 necessary tankage and'or surface facilities. 

3 

4 H Option No. 2: Al l necessary expenditures for the drilling or deepening and testing of the well. When such well has reached ts 

5 authorized depth, and all tests have been completed, and the results thereof furnished to the parties. Operator shall give immediate notice 

6 to.the Non Oo»rators who haw- the right to participate in the completion costs. The parties receiving such notice shall have fort r cii'M 

7 M») h*>i»<fte1usirr r>t *iarifrrlav, vufrr'iv nnd lfg.il holH.Tfx) in which to elect to participate in the setting ol casing and the completion it-

8 temp'. Such election, when made, shall include consent to all necessary expenditures for the completing and equipping of such well, n-

9 chiding necessary tankage and/or surface facilities. Failure of anv party receiving such notice to reply within the period above fixed shall 

10 constitute an election by that party not to participate in the cost of the completion attempt. If one or more, but less than all of the part' -s, 

11 elect to set pipe and to attempt a completion, the provision' of Article VI.B.2. hereof (the phrase "reworking, deepening or pingg'ig 

12 back" as contained in Article VI.B.2. shall be deemed to include "completing") shall apply to the operations thereafter conducted by b-ss 

13 than all parties. 

l4 

15 2. Rework or Plug Bark: Without the consent of all parties, no well shall Ix1 reworked or plugged back except a well reworked or 

16 plugged back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the reworking or plugging back of a well shall 

17 include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tank gc 

IS and/or surface facilities. 
19 
20 3. Other Operations: Without the consent of all parties, Operator shall not undertake any single project reasonably estima ed 

21 to require an expenditure tn excess of. Twenty Five Thousand and no/100 Dollars (s 7 S, f)QQ. QQ ) 
22 except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plugging back of which has been 

23 previously authorized bv or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden 

24 emergency, whether of the same or different nature. Operator may take such steps and incur such expenses as in its opinion are reqti'-ed 

25 to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the ot icr 

26 parties. If Operator prepares an authority for expenditure (APP) for its own use. Operator shall furnish any Non-Operator so requesting 

27 an information copy (hereof for any single project costing in excess of T w e n t y F l V C T h o u s a n d a n d n o / 1 0 0 

28 Dollars f*25 . 0 0 0 . 0 0 ) but less than the amount first set forth alxivc in this paragraph. 

29 

30 E. Rentals, Shut-in Well Payments and Minimum Royalties: 

31 

32 Rentals, shut-in well payments and minimum royalties which may he required under tbe terms of any lease shall be paid by the 

33 P a r 'y o r parties who subjected such lease to this agreement at its or their expense. In the event two or more parties 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 parties. Any partv mav request, and shall be entitled to receive, proper evidence of all such payments. In the event of 

36 failure to make proper payment of anv rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-

37 ment is required to continue the lease in force, any loss which results from such non payment shall be borne in accordance with the p'o-

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 

Al of a producing gas well, at least five (5) days (excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by 

A2 circumstances, prior to taking such action, but assumes no liability for failure to do so. ln the event of failure by Operator to so notify 

53 Non-Operator, the loss of anv lease contributed hereto bv Non-Operator for failure to make timely payments of any shut in well payment 

AA shall be borne jointly bv the parties hereto under the provisions of Article IV.B.3. 

45 

Ad F. Taxes: 

47 

AS Beginning with the first calendar vear after the effective date hereof. Operator shall render for ad valorem taxation all property 

49 subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they 

50 become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as to burdens (to include, but rot 

51 be limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests contributed by such Non-

52 Operator. If the assessed valuation of anv leasehold estate is reduced by reason of its being subject to outstanding excess royalties, over-

53 riding rovalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or 

54 owners of such leasehold estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such rrduc-

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 bv each party's working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in 

58 the manner provided in Exhibit " C " . 

59 

60 If Operator considers any tax assessment improper. Operator may, at its discretion, protest w-ithin the time and manner 

61 prescribed bv law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to final deter-

62 mina'ion. During the pendencv of administrative or judicial proceedings. Operator may elect to pay. under protest, all such taxes and any 

63 interest and penalty. When any such protested assessment shall have been 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 he assessed against the parties, nnd be paid by them, as 

65 provided in Exhibit "C". ,j '. 
66 : " ( 
67 :,ach party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upon or.with,respect to 
68 the production or handling of such party's share of oil and/or gas produced under the terms of this agreement. / f ' ' ;. ' : 

p-" • • •• ••• !,;:.'::::::':x 
-10-



A.A.P.L (ORM CilO • MU. FORM OFFRATING AGRFFMFNT - c?2 

ARTICLE; vn ; -
continued 

1 G. Insurance: 

2 

•? At all times while operations are conducted hereunder. Operator shall comply with the workmen's compensation lav of 

4 the state where the operations are being conducted; provided, however, that Operator may be a self insurer for liability under said eim-

5 pensation laws in which event the only charge that shall be made to the joint account shall be as provided in Exhibit " C " . Operator : hall 

6 also carry or provide insurance for the benefit of the joint account of the parties as outlined in Exhibit " D " , attached to and made a uart 

7 hereof. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen's compensa'ion 

8 law- of the state where the operations are In-ing conducted and to maintain such other insurance as Operator may require. 

9 
10 In the event automobile public liability insurance is specified in sair! Exhibit " D " , or subsequently receives the approval of the 

11 parties, no direct charge shall be made bv Operator (or premiums paid (or such insurance for Operator's automotive equipment. 

12 
13 A R T I C L E V I I I . 
14 A C Q U I S I T I O N , M A I N T E N A N C E OR TRANSFER OE INTEREST 

15 

16 A . Surrender of Leases: 

17 

18 The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole 

19 or in part unless all parties consent thereto. 

20 

21 However, should any party desire to surrender its interest in any lease or in anv portion thereof, and the other parties do ; ot 

22 agree or consent thereto, the partv desiring to surrender shall assign, without express or implied warranty of title, all of its interest in 

23 such lease, or portion thereof, and any well, material and equipment which may l>e located thereon and anv rights in production 

24 thereafter secured, to the parties not consenting to such surrender. If the interest of the assigning partv is or includes an oil and gas in-

25 terest, the assigning party shall execute and deliver to the party or parties not consenting to such surrender an oil and gas lease covering 

26 such oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gas is produced from the land covered thereby, such 

27 lease to be on the form attached hereto as Exhibit "P>". Upon such assignment or lease, the assigning partv shall be relieved from all 

28 obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of any well 

29 attributable thereto, and the assigning party shall have no further interest in tbe assigned or leased premises and its equipment and pro-

30 duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the 

31 party assignor or lessor the reasonable salvage value of the kilter's interest in any wells and equipment attributable to the assigned or Ic.is-

32 ed acreage. The value of all material shall l<c 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 tbe assignment or lease is in favnr of more than one party, the interest 

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

35 

36 Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering 

37 party's interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage 

38 assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of tht; 

V} agreement. 

40 

41 Ft. Renewal or Extension of Leases: 

42 

43 If any party secures a renewal of any oil and gas lease subject to this agreement, all other parties shall he notified promptly, and 

44 shall have the right for a period of thirty (?0) days following receipt o( such notice in which to elect to participate in tbe ownership of the 

45 renewal lease, insofar as such lease affects lands within the Contract Area, by paving to the partv who acquirer! it their several proper pro-

46 port'tonate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be in proportion to the 

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

48 

49 If some, hut less than all, of the parties elect to participate in the purchase of a renewal lease, it shall he owned hy the parties 

30 who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Area 

51 to 'he aggregate of the percentages of participation in the Contract Area of all parties participating in the purchase of such renewal lease 

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

53 
54 Each party who participates in the pvtrchase of a renewal lease shall IH- given an assignment of its proportionate interest therein 
55 bv tbe acquiring party. 

56 
57 The provisions of this Article shall applv to renewal leases whether thev are for the entire interest covered bv the expiring lease 

58 or cover only a portion of its area or an interest therein. Any renewal lease taken Ivfore 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 lease taken or con-

(VI traded ,'nr more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not he subject fo 

61 the provisions of this agreement. 
o2 
63 The provisions in this Article shall also be applicable to extensions of oil and gas leases. 

64 ; 
6^ C. Acreage or Cash Contributions: j.J. ; 

66 ' 
67 While this agreement is in force, if anv party contracts for a contribution of cash towards the drilling of a well or-any other 

68 operation on the Contract Area, such contribution shall lie paid to the party who conducted the drilling or other operation and shall be 

69 applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the party trvwhotn the con 

70 trihu'inn is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Parties in.the proportions 

-11-
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ARTICIJ - ; V I I I 

cont inwoxl 

1 said Dr i l l ing Parlies shared the rest of dr i l l ing the well . Such acreage shall hocomc a separate Contract Area and, to the extent possible, be 

2 governed bv provisions identical to this agreement. Each party shall promptly notify all other parlies of any acreage or cash contribtit ons 

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

el tional rights to earn acreage outside the Conlract Area which are in support of a well dril led inside the Contract Area. 

5 
6 If any partv contracts for anv consideration relating to disposition of such party's share of substances produced hereunder, such 

7 consideration shall not \ y deemed a contr ibut ion as contemplated in this Ar t ic le V I I I .C . 

8 

9 D. Ma in tenance o f U n i f o r m In te res t ! 

i n 

11 For the purpose of maintaining un i formi ty of ownership in the oil and gas leasehold interests covered hy this agreement, no 

12 party shall sell, encumber, transfer or make other disposition of its interest in the leases embraced wi th in the Contract Area and in w l l s , 

13 equipment and production unless such disposition covers either: 

14 

15 1. the entire interest of the partv in all leases and equipment and production; or 

16 

17 2. an equal undivided interest in all leases and equipment and production in the Contract Area. 

18 

19 Every such sale, encumbrance, transfer or other disposition made bv any party shall be made expresslv subject to this agreement 

20 and shall Ix? made without prejudice to the right of the other parties. 

21 

22 If, at anv t ime the interest of anv partv is divided among and owned by W t r or more co-owners, Operator, at its discretion, may 

23 require such co-owners to appoint a single trustee or agent w-ith full authority to receive notices, approve expenditures, receive billings for 

24 and approve and pay such party's share of the joint expenses, anil to deal generally w i t h , and wi th power to bind, the co-owners of such 

25 party's interest wi th in the scope of the operations embraced in this agreement: however, all such co-owners shall have the right to enter 

26 into and cxe-cutc ab contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Con"ac t 

27 Area and thev shall hr.vc the right to receive, separately, payment of the sale proceeds thereof. 

28 

29 E. Wa ive r of R igh ts to P a r t i t i o n : 

30 

31 If permitted bv the laws of the state or states in which tbe property covered hereby is located, each party hereto owning an 

32 undivided interest in the Contract Area waives anv and all rights it mav have to part i t ion and have set aside to it in severalty its undivided 

33 interest therein. 

34 

35 -T*- I—Preferent ia l R i ^ h t - m - P u r e l w s ^ 

36 

37 Should anv pirty desire to -»cll nil T nnv part of its interests under thii ngrre-nifnt. er i's rights and imeifsM in the CrmHuet-

38 Area, it shall prompt ly give writ ten notice to the other parties, w-ith full information concerning its proposed sale, evJairJi-t^T-rtTTnclttde' the 

39 name and address of the prospective purchaser (who must be ready, wi l l ing and able to purchase), thc-pmrtrasevpricc, and all other terms 

40 of the offer. The other parties shall then have an optional prior r ight , for a pcnod^af jeer - f lT^^ receipt of the notice, to purchase 

41 on the same terms and conditions the interest which the othet^ariy-prrfp'osesto sell; and, if this optional right is exercised, the purchas-

42 ing parties shall share the purchaseel interest injlveu^lTipTinions that the interest of each bears to the total interest of all purchasing par-

43 tics. However, there shall bc_n**-r*TT*fc7cn7ia7 right to purchase in those cases where any party wishes to mortgage its interests, ot to 

44 dispose ofjriJrweTTTTCTn' merger, reorganization, consolidation, or sale of all or substantially all of its assets to a subsidiary or parent eom-

45 pctnvor to n Mihr.idiirv of n pomnt rnmpnnv, or te nnv eompnnv in whieh *>nv one p.?rf, rt s a maiority of the Stock. 

46 

47 ARTICLE IX. 

1o I N T E R N A L R E V E N U E C O D E E L E C T I O N 

49 

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. Notwithstanding any provision herein that the rights and liabilities hereunder are several 

52 and not joint or collective, or that this agreement and operations hereunder shall not constitute a partnership, if, for federal income- tax 

53 purposes, this agreement and the operations hereunder are regarded as a partnership, each party hereby affected elects to be exclujet l 

54 from the application of all of the provisions of Subchapter " K " , Chapter I , Subtitle " A " , of the Internal Revenue Code of 1954, as per-

55 mined and authori.-.eel by Section 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to cx-

56 ecu:.? on behalf of each partv hereby affected such evidence of this election as may be required by the Secretary of the Treasury ol the 

57 Unitexl States or the Federal Internal Revenue Service, including specifically, but not by way of l imi tat ion, all of the returns, statemi i ts , 

5R and the data required bv Federal Regulations 1.761. Should there be any requirement that each party hereby affected give fu ' ther 

59 evidence of this election, each such p i r t v shall exex-ute such documents and furnish such other evidence as may be required by the 

60 Federal Internal Revenue Service or as mav be necessary to evidence this election. N o such party shall give any notices or take any other 

61 action inconsistent w-ith the election made herebv. If any present or future income tax laws of the state or states in which the Contract 

62 Area is located or anv future income tax laws of the Llnited States contain provisions similar to those in Sukhapler " K " , Chapter I , 

61 Subdtle " A " , of the Internal Revenue Code of 1954, under which an election similar to that provided by Section 761 of the Code is pcr-

64 mined, each party hereby affected shall make such election as may be permitted or required bv such laws. In making the foregoing elec-

65 t ion, each such partv states that the income derived bv such party from operations hereunder can be adequately determined w i i hou ' the 

66 Computation of partnership taxable income. • : , .! 

67 / / / ' : ' . ; \ 

68 j ; ( j ' \ H 

69 ' ~ ~ " ' 

70 
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1 A R T I C L E X. 

2 CLAIMS A N O LAWSUITS 

3 

4 Operator may settle any single uninsured third party damage H.itm or suit arising from operations hereunder if the expenditure 

5 does not exceed T o n T h o u s a n d a n d H O / 1 0 0 Dollars 

6 fS 1 0 , 0 0 0 . 0 0 ) and if the payment is in complete settlement of such claim or suit. If the amount required for settlement ex-

7 ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authori'v is 

8 delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or svtit shall be at the joint ex-

9 pense of the parties participating in the operatinn from which the claim or suit arises. If a claim is made against any partv or if any partv is 

10 sued on account of any matter arising from operations hereunder over which such individual has no control because of the rights gi' rn 

11 Operator hy this agreement, such partv shall immediately notify all other parties, and the claim or suit shall be treated as anv other claim 

12 or suit involving operations hereunder. 

13 

14 ARTICLE X L 

15 FORCE MAJEURE 

16 

17 If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations tinder this agreement, other thin 

18 the obligation to make money payments, that party shall give to all other parties prompt written notice of the force majeure with 

19 reasonably full particulars concerning it; thereupon, the obligations of the partv giving tbe notice, so far as they arc affected bv the force 

20 majeure, shall be suspended during, but no longer than, the continuance of the force majeure. The affected party shall use all reasonable 

21 diligence to remove the force majeure situation as quickly as practicable. 

22 
23 The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes, 

24 lockouts, or other lalxar difficulty by the party involved, contrary to its wishes; how all such difficulties shall he handled shall Ix? entir Iv 

25 wi'hin the discretion of the party concerned. 

26 

27 The term "force majeure", as here employed, shall mean an act of God, strike, lockout, or other industrial disturbance, act of 

28 the public enemy, war. blockade, public riot, lightning, fire, storm, flood, explosion, governmental action, governmental delay, restrain 

29 or inaction, unavailability of equipment, and anv other cause, whether of the kind specifically enumerated above or otherwise, which is 

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

31 
32 ARTICLE X I I . 

33 NOTICES 
34 

35 All notices authorised or required between the parties and required by any of the provisions of this agreement, unless otherwise 

36 specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed 'o 

37 the parties to whom the notice is given at the addresses listed on Exhibit " A " . The originating notice given under any provision hereof 

3fl shall be deemed given only when received by the party to whom such notice is directed, and the time for such party to give any notice in 

39 response thereto shall run from the date the originating notice is received. The second or any responsive notice shall be deemed given 

40 when deposited in tbe 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 its address at anv time, anil from time to time, by giving written notice thereof to all other parties. 

42 

43 A R T I C L E X I I I . 

^ T E R M OF AGREEMENT 

45 

46 This agreement shall remain in full force and effect as tn the nil and gas leases and/or oil and gas interests subject hereto for the 

47 period of time selected below; provided, however, no party hereto shall ever be construed as having any right, title or interest in or to any 

AH lease or oil and gas interest contributed by any other party beyond tbe term of this agreement. 
49 
50 D Option No. 1: So long as any of the oil and gas leases subject to this agreement remain or are continued in force as to any part 

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

52 
53 C I Option No. 2: In the event the well described in Article VI .A. . or anv subsequent well drilled under any provision of ibss 

54 agreement, results in production of oil and'or gas in paying quantities, this agreement shall continue in force so long as anv such well or 
' • • • 1 9 0 '• • 

55 wells produce, or are capable of production, anrl for an additional period of -*-'- u days from cessation of all production: provided, 

56 however, if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-

57 tog. plugging bark, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opcra-

58 lions have boon completed and if production results therefrom, this agreement shall continue in force as provided herein. In the event the 

59 w 'ell described in Article VI.A., or anv subsequent well drilled hereunder, results in a dry hole, and no other well is producing, or capable 

60 of producing oil and/or gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging back or rework-

61 ing operations are commenced within _L2_Q_ days from the date of abandonment of said well. 
62 
61 It is agreed, however, that the termination of this agreement shall not relieve anv party hereto from any liability which has 
64 accrued or attached prior to the date of such termination. *J : 

i~t 

65 

66 

67 

68 

69 

70 
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1 A R T I C L E X I V . 

2 C O M P L I A N C E W I T 11 L A W S A N D R E G U L A T I O N S 

3 

4 A . Laws , Regu la t i ons and Orde rs : 

5 

6 This agreement shall he subject to the conservation laws of the state in which the Contract Area is hxatod, to the valid rul. s. 

7 regulations, and orders of any duly constituted regulatory Nxly o l said state; and to all other applicable federal, state, and local laws, r r -

fl dinances, rules, regulations, and orders. 

9 

10 D. G o v e r n i n g L a w : 

I I 

12 This agreement and all matters pertaining hereto, including, but not l imited to, matters of performance, non performance, breach, 

13 remedies, procedures, rights, duties and interpretation or construct ion, shall be governed and determined by the law of the state in whit h 

14 the Contract A r e a IS l o c a t e d . I f > b r f ~ n n l r n r l A r n n i r i n l u i n r i r i r w i r . i r t n . h r t n . . ).,.•• o f ' h e M u t e o f 

15 shall gcut i n. 

16 

17 C. R e g u l a t o r y Agenc ies : 

18 

19 Noth ing herein container! shall grant, or lie construed to grant, Operator the right or authori ty to waive or release any right-:, 

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

21 under such laws in reference to o i l , gas and mineral operations, including the location, operation, or production of wells, on tracts of fsc-

22 t ing or adjacent to the Contract Area. 

23 

24 Wi th respect to operations hereunder. Non Operators agree to release Operator from anv and all losses, damages, injuries, claims 

25 and causes of action arising out of, incident to or resulting directly or indirectly f rom Operator's interpretation or application of r u l e . 

26 rul ings, regulations or orders of the Department of Energy or predecessor or siucesser agencies to the extent such interpretation or ap-

27 plication was made in good faith. Each Non Operator further agrees to reimburse Operator for anv amounts applicable to such Non-

28 Operator's share of production that Operator may be required to refund, rebate or pay as a result of such an incorrect interpretation c 

29 application, together wi th interest and penalties thereon owing by Operator as a result of such incorrect interpretation or application 

30 

31 Non Operators authorise Operator to prepare and submit such documents as may be required to be submitted to the purchase •-

32 of any crude oil sold hereunder or to anv other person or entity pursuant to the requirements of the "C rude Oi l Windfall Profit Tax A< : 

33 of 1 9 8 0 " , as same may be amended from time to time ( " A c t " ) , and any valid regulations or rules which mav be issued by the Treasury 

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

35 which is requires! to be furnished bv said Act in a t imely manner and in sufficient detail to permit compliance with said Ac t . 

36 

37 A R T I C L E X V . 
? f ? OTHER PROVISIONS 
39 

40 

41 

42 

43 

44 

45 

46 

'a) Each p a r t y wi. 11 use i t s h o s t o f f o r i s t o a b s t a i n f r o m 
d i s t r i b u t i n g any i n f o r m a t i o n or photographs f o tho press or o t h e r 
media w i t h o u t t he a p p r o v a l o f a l l the p a r t i e s e x c e p t as r e q u i r e d 
by law or r e g u l a t i o n . When a l l p a r t i e s have reviewed such 
m a t e r i a l , t h e company d e s i g n a t e d as o p e r a t o r s h a l l have the 
p r i n c i p a l r e s p o n s i b i l i t y f o r i t s i s s u a n c e . The o n l y o t h e r 

47 e x c e p t i o n t o the f o r e g o i n g s h a l l be t h a t i n t h e event o f an 

48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

emergency i n v o l v i n g e x t e n s i v e p r o p e r t y damage, o p e r a t i o n s 
f a i l u r e , l o s s o f human l i f e o r o t h e r c l e a r emergency, the p a r t y 
d e s i g n a t e d as o p e r a t o r i s a u t h o r i z e d t o f u r n i s h such minimum 
s t r i c t l y f a c t u a l i n f o r m a t i o n as s h a l l be necessary t o s a t i s f y t h e 
l e q i t i m a t e p u b l i c i n t e r e s t on t h e p a r t o f t h e pre s s and d u l y 
c o n s t i t u t e d a u t h o r i t i e s . I f time does n o t p e r m i t t he o b t a i n i n g 
or p r i o r a p p r o v a l by t h e o t h e r p a r t y or p a r t i e s , such p a r t y s h a l l 
t h e r e u pon p r o m p t l y a d v i s e t he o t h e r p a r t y or p a r t i e s o f t h e 
i n f o r m a t i o n so f u r n i s h e d . 

(b) As t o any c o n t r a c t executed by o p e r a t o r w i t h an independent 
c o n t r a c t o r c o v e r i n g o p e r a t i o n s or s e r v i c e s t o be performed on 
p r o p e r t i e s covered by t h i s o p e r a t i n g agreement, o p e r a t o r s h a l l 
r e q u i r e t h a t any i n d e m n i f i c a t i o n p r o v i s i o n c o n t a i n e d t h e r e i n 
s h a l l extend t o and i n u r e t o the b e n e f i t of n o n - o p e r a t o r i n t h e 

63 same manner as o p e r a t o r . 
64 . . . 
6 5 ; C ) T h i s O p e r a t i n g Agreement takes the p l a c e o f and i s m l i e u 
66 o f t h a t c e r t a i n O p e r a t i n g Agreement dated J u l y 3, 1930 
67 d e s i g n a t i n g Harvey E. Yates Co. as O p e r a t o r i n s o f a r as i t c o v e r s 
68 
69 
70 

the lands and i n t e r e s t d e s c r i b e d i n E x h i b i t "A" a t t a c h e d h e r e t o 
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This agreement sll.ill Iv hiniiini: upon anil shall inuir lo the h.-in-'u ol ihe panics hereto am 

legal represenlalives, successors anil assigns 

lo (fu iiCjEJeelive heirs, ilevisees. 

This insii umeni mav he r \ n utoil in am number of couuii a p n i- . . e.i< h ol which shall he consiiliTecl an original lot all put poses. 
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AMERIND OIL CO. 

RoBer t C. L e i b r o c k , P a r t n e r 

N O N o v i i; A ro K S 

Attest: 

Bet.tv McBride, Secretary 



STATE OF TEXAS 

COUNTY OF MIDLAND 

This instrument was acknowledged before me on the £<PjZ6jda.y of 
Q_CJt̂  , 1988 by Robert C. Leibrock, Partner, on behalf of Ameriad 
O i l Co., a Texas General Pa r t n e r s h i p . 

My Commission Expires: y/^^y -^y^UL '7^1^Us?C&£^lJ 
Notary Pi/blic i n and f o r the Sta::e 
of Texas 
Pr in t e d Name : S /?/-/• y 5cU.£ /-I'6lD:^cOA/ 

) / V ' ' T S > . SALLY S'JC HUDSON! ( 
);'• I '' ; Notary Public, Slote of Texas ( 

STATE OF NEW MEXICO ) My Comm. Expirw: 7/05/32 ( 

COUNTY OF BERNALILLO 

This ins t rument was acknowledged be fo re me on the * K day o f 
( v - . 1988 by • . , : , , , \ /• : . ) : , . : ! o i ; 

CfBOLA ENERGY CORP. a New .Mexico c o r p o r a t i o n , on beha l f o f s a id 
corpora t i o n . 

My Commission Expires \ 
Notary ' P u b l i c i n and " f o r ' t h e jstaf: e 

— .-rr-7.-\;s apiEL- ; , \L SEAL \ ° (' '" ' - v. 
\ * ' MA ,THA HENStEY J P r i n t e d Name: r,\ T \ • Q > .»/r. 

^ • STATE O c K!W MEXICO 

STATE OF V ... ' ' - - - — r r 

COUNTY OF 

This instrument was acknowledged before me on the day of 

, 1988 by , Z Z Z _ _ o f 

, a c o r p o r a t i o n , on behalf of said 
c o r p o r a t i o n . 

My Commission Expires: 
Notary Public i n and f o r the Sta!.e 
of 
P r i n t e d Name: 

STATE OF 

COUNTY OF 

This instrument was acknowledged before me on the day o f 

, 1988 by , ZZZ___ o f 

, a c o r p o r a t i o n , on behalf of said c o r p o r a t i o n . 

My Commission Expires 
Notarv Public i n and f o r the State 
of J 

P r i n t e d Name: 

STATE OF 

COUNTY OF 

This instrument was acknowledged before me on the day o f 
, 1988 by , r — ^ . o f 

, a c o r p o r a t i o n , on behalf of said 
c o r p o r a t i o n . 

My Commission Expires: 
Notary Public i n and f o r the State 
of 
P r i n t e d Name: 

15a 

r 



STATE OF 

COUNTY OF 

This instrument was acknowledged before me on the day o f 
, 1938 by , r__^_ r___ 7___

 o f 

, a c o r p o r a t i o n , on behalf of said 
c o r p o r a t i o n . 

My Commission Expires: 
Notary Public i n and f o r the State 
of 
P r i n t e d Name: 

STATE OF 

COUNTY OF 

This instrument was acknowledged before me on the day of 
, 1988 by , o f 

, a corporat i o n , on behalf o f 
said c o r p o r a t i o n . 

My Commission Expires 
Notary Public i n and f o r the Stare 
of 
P r i n t e d Name: 

STATE OF 

COUNTY OF 

This instrument was acknowledged before me on the day o f 
, 1988 by , r - ^ r - o f 

, a corporat i o n , on behalf o:l 
s a i d c o r p o r a t i o n . 

My Commission Expires: 
Notary Public i n and f o r the Stale 
o f ^ 
P r i n t e d Name: 

STATE OF 

COUNTY OF 

This instrument was acknowledged before me on the day o f 
, 1988 by _ ^ T _ ^ _ _ ^ _ _ °f 

, a c o r p o r a t i o n , on behalf of s a i d 
corporat i o n . 

My Commission Expires: 
Notary Public i n and f o r the State 
of 
P r i n t e d Name: 

STATE OF 

COUNTY OF 

This instrument was acknowledged before me on the day o f 
, 1988 by . 

My Commission Expires 
Notarv Public i n and f o r the State 
of 
P r i n t e d Name: 

1.5b 



EXHIBIT "A" ' 

Attached to and made a pa r t of t h a t c e r t a i n 
Operating Agreement dated October 27, 1980, 
by and between Amerind O i l Co., as Operator 
and Harvey E. Yates, Co., et a l , as Non-
Opera t o r s . 

LANDS SUBJECT TO AGREEMENT 

A l l of the S/2 NW/4 of Section 29, T-16-S, R-37-E, Lea County, 
New Mexico, c o v e r i n g the r i g h t s from the Base of the Paddock 
Formation to the Base of the Strawn Formation. 

INTEREST OF THE PARTIES 

Owner BPO% APO% 

Ame r i nd O i l Co. 50 . 000000% 50.0000 0 0% 
Rosemary T. Avery . 026782% . 0 2 6 7 8 2 % 
Connie Energy Corp. . 250000% .250000% 
A.J. Deans .038261% .038261% 
E x p l o r e r s P e t r o l e u m Corp. 1.500000% 1 . 500000% 
B i l l J. Graham O i l f. Gas Co. -0- .625000% 
O.E. Groves .038260% .038260% 
N e l l R. Hardee .038260% .038260% 
IIEYCO Employees L t d . .026782% .026782% 
KRM Pe t r o l e u m Corp. -0- .437500% 
S a l l y Meader-Roberts .026732% .026782% 
Reading f. Bates P e t r o l e u m Co. 12 . 500000% 12 . 500000% 
S p i r a 1 , I n c . 1.2 50000% 1.250000% 
Yates Energy C o r p o r a t i o n 10.090951% 9 . 983735% 
N.M. Young .026782% .026782% 
C i b o l a Energy C o r p o r a t i o n 3.181360% 3.1813 6 0% 
Harvey E. Yates Co. 21 . 005779% 20.050495% 

9 9.999999% 99.999999% 

ADDRESSES OF THE PARTIES 

Amerind O i l Co. N e l l Hardee 
4 15 W. Wa11 , Sui t e 5 00 2802 H i g h l a n d Road 
M i d l a n d , Texas 79701 Roswe11, New Mexico 38231 
A t t n : Mr. Robert C. L e i b r o c k 
915-682-3217 B i l l J. Graham O i l & Gas 

Co. 
Harvey E. Yates Co. 114 B l d g . "0" r 

S p i r a l , I n c . O f f i c e Park N o r t h 
E x p l o r e r s P e t r o l e u m Corp. M i d l a n d , Texas 79708 
HEYCO Employees, L t d . 
Rosemary T. Avery KRM P e t r o l e u m Corpora t i o n 
A.J. Deans 1900 G r a n t S t r e e t , S u i t e 
O.E. Groves Denver, C o l o r a d o 80202 
S a l l y Meader-Roberts A t t n : Mr. John B u c k l e y 
N.M. Young 
P.O. Box 1933 Yates Energy C o r p o r a t i o n 
R o s w e l l , New Mexico 83202 1010 Sunwest Centre 

Roswell, New Mexico 882.01 
Reading & Bates Petroleum. Co. A t t n : Mr. Ken Hammonds 
3100 Mid-Continent Tower 
Tulsa, Oklahoma 74103 
A t t n : Mr. Drake Smiley 

Cibola Energy C o r p o r a t i o n 
P.O. Box 16 68 
Albuquerque, New Mexico 87103 

Connie Energy Corporation 
1012 PV.st L i n c o l n Road 
Hobbs, New Mexico 8 8 240 



SCHEDULE OF OIL ANO GAS LEASE 

(A) O i l and Gar, Lease ffV-122 dated September 1 , 1977, from the 
State of New Mexico to Harvey E. Yates, Co., as Lessee, 
i n s o f a r as said O i l and Gas Lease covers the f o l l o w i n g 
lands: 

T-16-S, R-37-E 
Section 29: SW/4 NW/4 

(B) O i l and Gas Lease ilE-9118 dated June 21, 1955, from State of 
New Mexico to L.C. H a r r i s , Lessee, i n s o f a r as i t covers the 
SE/4 NW/4 of Section 29, T- l f i - S , R-37-E. 

A l l i n Lea County, Nov; Mexico. 
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M o r t h A m m o . 

I-
EXHIBIT " C " 

Attached to and made a part of . O p e r a t i n g A g r e e m e n t : d a t e d 
.Oc tober 27 , 1988 , ..by and between Amor i n d O i l Co 
..as....Op e ra t o r an d ce r t a i n Non - O p e r a t o r s 

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 . 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 propor for the development, operation, protection and 
maintenance of the Joint Property. 

"Joint Account" shall mean the account showing the charges paid and credits received in the conduct of the Joint 
Operations and which arc to he shared by the Parties. 

"Operrtor" shall mean the party designated to conduct the Joint Operations. 

"Non-Operators" shall mean the parties to this agreement other than the Operator. 

"Parties" shall mean Operator and Non-Operators. 

"First Level Supervisors" shall mean those employees whose primary function in Joint Operations is the direct 
supervision of other employees and/or contract labor directly employed on tho Joint Property in a field operat­
ing capacity. 

"Technical Employees" shall mean those employees having special and specific engineering, geological or other 
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi­
tions and problems for the benefit of the Joint Property. 

"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 

"Mator ia l" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 

"Controllable Material" shall mean Material which at tho time is so classified in the Material Classification Manual 
as most recently recommended by the Council of Petroleum Accountants Societies of North America. 

2. Statement and IVillipgs 

Operator shall b i l l Non-Operators on or before the last day of each month for their proportionate share of the 
Joint Arcount for the preceding month. Such hills w i l l be accompanied by statements which identify the author­
ity for expenditure, lease or facil i ty, and all charges and credits, summarized by appropriate classifications if i n ­
vestment and expense except that items of Controllable Material antl unusual charges and credits shall be sep­
arately identified and fu l ly described in detail. 

3. Advances and Payments by Non-Operators 

Unless otherwise provided for in tho agreement, tbe Operator may require Ihe Non-Operators to advance their 
share of estimated cash outlay for tho succeeding month's operation. Operator shall adjust each monthly bil l ing 
to reflect advances received from the Non-Operators. J i l ^ t j j d£o^ c : ?rV</\ 
Each Non-Operator shall pay its proportion of all bills wi thin -f+ftoon days/after receipt. I f payment >s not 
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (12%) per 
annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint 
Properly is located, whichever is the K^catKpltis attorney's fees, court costs, nnd oilier costs in connection with 
the collection of unpaid amounts. t^&Jt^lA 

4. Adjustments I 

Payment of any such bills shall not prejudice the Iright of any Non-Operator to protest or question the correct­
ness thereof; provided, however, all bills and statements rendered to Non-Operators by Operator durinc any 
calendar year shall conclusively be presumed to be true and correct after twenly-four (24) months following 
the end of any such calendar year, unless wi th in the said twenty-four (2-1) month period a Non-Operalnr 'akes 
writ ten exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall 
be made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent 
adjustments resulting from a physical inventory of Controllable Material as provided for in Section V. 

5. Audits 

A. Non-Operator, upon notice in wr i t ing to Operator and all other Non-Operators, shall have the right to audit Ope­
rator's accounts and records relating 'o ihe Joint Account for any calendar year wi th in the twenty-four (24) month 
period following the end of such calendar year; provided, however, the making of an audit shall not extent! the 
time for the taking of wri t ten exception to and the adjustments of accounts as provided for in Paragraph 4 < \' this 
Section I . Where there arc two or more Non-Operators, the Non-Operators shall make every reasonable e f for t lo 
conduct joint or simultaneous audits in a manner which wi l l result, in a minimum of inconvenience to the Opera­
tor. Operator shall bear no portion of the Non-Operators' audit cost incurred under this paragraph unless r r rced 
to by the Operator. 

G, Approval by Non-Operators 

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sec­
tions of this Accounting Procedure and if the agreement to which this Accounting Procedure is attached cou'ains 
no contrary provisions in regard thereto, Operator shall notify all Non-Operators of the Operator's proposal, and 
the agreement or approval of a majori ty in interest of the Non-Opcralors shall be controlling on all Non-Opera­
tors. 
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I I . DIRECT CHARGES 

Operator shall charge the Joint Account wi th the fol lowing items: 

1. Rentals nnd Royalties 

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

2. Labor 

A. (1) Salaries and wages of Operator's field employees directly employed on the Joint Property in the cor duct 
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 i f such charge^ are 
excluded f rom 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 lo the Joint Account under Paragraph 2A of this Section 
I I . Such costs under this Paragraph 2B may be charged on a "when and as paid basis" or by "percentage as­
sessment" on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A oi 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 2A and 2B of this Sec­
tion I I . 

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under 
Paragraph 2A of this Section I I . 

3. Employee Benefits 

Operator's current costs of established plans for employees' group life insurance, hospitalization, pension, re­
tirement, stock purchase, t h r i f t , bonus, and other benefit plans of a like nature, applicable to Operator's labor 
cost chargeable lo the Joint Account, under Paragraphs 2A and 2B of this Section I I shall be Operator's actual 
cost not to exceed KK>w<r^yafxs<?fire^ percent (237,) or the percent most recent ly 

a recoTrgended by the Council of Petroleum Accountants Societies o f North America. 
4. Mntcrinl 

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 wi th efficient and economical operations. The accumulation o ' sur­
plus stocks shall be avoided. 

5. Transportation 

Transportation of employees and Material necessary for the Joint Operations but subject to the fol lowing l m i t a -
tions: 

A. I f Material ir moved to the Joint Property from the Operator's warehouse or other properties, no charge shall 
bo made to the Joint Account for a distance greater than the distance from the nearest reliable supply store, 
recognized barge terminal, or railway receiving point where like material is normally available, unless ,-igrecd 
to by the Parties. 

B. I f surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made lo the 
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge 
terminal, or railway receiving poinl unless agreed to by the Parlies. No charge shall be made to the Jo i r t Ac­
count 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, there shall be no equalization of actual gross trucking cost 
of $200 or less excluding accessorial charges. 

6. Services 

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by 
Paragraph 9 of Section I I and Paragraph 1. i i of Section I I I . The cost of professional consultant services and con­
tract services of technical personnel directly engaged on the Joint Property if such charges are excluded f rom the 
Overhead rates. The cost of professional consultant services or contract services of technical personnel r o t d i ­
rectly engaged on the Joint Property shall nol be charged to the Joint Account unless previously agreed to by 
the Parties. 

7. Equipment and Facilities Furnished by Operator 

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com­
mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other 
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent (0%) 
per annum. Such rales shall not exceed average commercial rates currently prevailing in the immediate area 
of the Joint Property. 

B. . In lieu of charges in Paragraph 7A above, Operator may elect lo use average commercial rates prevailing in 
the immediate area of the Joint Property less 20';',-. For automotive equipment, Operator may elect to u:'.: rales 
published by the Petroleum Motor Transport Association. 

8. Damages and Losses to Joint Properly 

A l l costs or expenses necessary for the repair or replacement of Joint Property made necessary because o ' dam­
ages or losses incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's 
gross negligence or w i l l f u l misconduct. Operator shall furnish Non-Operator wri t ten notice of damages or losses 
incurred as soon as practicable af'er a report thereof has been received by Operator. 

9. Lcjrnl Expense 

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgments 
and amounts paid for settlement or claims incurred in or resulting f rom operations under the agreement or 
necessary lo protect or recover the Joint Property, except that no charge for services of Operator's legal staff 
0 P f.,.;, p V p n n P n <-( xnHidc n \ ) n r r , T y * shall be made unless previously agreed to by the Parties. A l l o'hrM'-logol 
r . , p r n r r j r r n n r i d e r e d t o be ^ y n r . » l 1». M-,n nnr . rhe .nr l p r r m i r i n r v , n f P e e l i n n 1IT n n l f . ? k n t h n w\HP . i r r e f d t o - b y t h r 

Pai''"V "rrrpt ,n pnvviuVil in Brut inn I, P.u .igi <iph V,. 
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10. Taxes 

AH taxes of every kind and nature assessed or levied upon or in connection wi th the Joint Property, the opera­
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the 
Parties. 

11. Insurance 

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

12. Otl.er Expenditures 

Any other expenditure not covered or dealt wi th in the foregoing provisions of this Section I I , or in Sect on I I I , 
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations. 

I I I . OVERHEAD 

1. Overhead - 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 and producing operations on cither: 

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

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 chaigeable 
under Paragraph 2A, Section I I . The cost and expense of services f rom outside sources in connection wi th 
matters of taxation, t raf f ic , accounting or matters before or involving governmental agencies shall be considered 
BS 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 tho Joint Property shall ( i shall 
not ( X) be covered by the Overhead rates. 

A. Overhead - Fixed Rate Basis 

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

Dr i l l ing Well Rate $ A ^ J l Q _ J l Q 
Producing Well Rate $43.Q^_CLQ 

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

(a) Dr i l l i ng Well Rate , . . 
z re-ent ry or , be f o r a mmunurn o f one Tnonth to 

[1 ] Charges for onshore /dri l l ing wells shall/begin on the date the well is spudded and terminate on 
the date the dr i l l ing or completion rig is released, whichever is later, except that no charge shall 
be made during suspension of dr i l l ing operations for fifteen (15) or more consecutive days. 

[2 ] Charges for offshore dr i l l ing wells shall begin on the date when dr i l l ing or completion equipment 
arrives on location and terminate on the date the dr i l l ing or completion equipment moves off loca­
tion or r ig is released, whichever occurs first , except that no charge shall be made during suspen­
sion of dr i l l ing operations for f if teen (15) or more consecutive days 

[ 3 ] Charges for wells undergoing any type of workover or recompletion for a period of f ive (5) con­
secutive days or more shall be made at the dr i l l ing well rate. Such charges shall be applied for 
the period f rom date workover operations, wi th r ig, commence through date of r ig release, except 
that no charge shall be made during suspension of operations for f if teen (15) or more consecutive 
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 governing regulatory authority. 

[3 ] An inactive gas well shut in because of overproduction or failure of purchaser to take the produc­
tion shall be considered as a one-well charge providing the gas well is directly connected to a per­
manent sales outlet. 

[4 ] A one-well charge may be made for the month in which plugging and abandonment operations 
are completed on any wel l . 

[ 5 ] A l l other inactive wells (including but not l imited to inactive wells covered by unit allowable, 
lease allowable, transferred allowable, etc.) shall not qualify for an overhead charge. 

(3) The well rates shall be adjusted as of the f irst day of A p r i l each year fo l lowing the effective date o i the 
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by m u l t i ­
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of 
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year 
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc­
tion 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 adjustment. 
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B. Overhead - Percentage Basis 

(1) Operator shall charge the Joint Account at the fol lowing rates: 

(a) Development 

Percent ( % ) of the cost of Development of the Joint Property exclusive of costs 
provided under Paragraph 9 of Section I I and all salvage credits. 

(b) Operating 

Percent ( % ) of the cost of Operating tho Joint Property exclusive of costs provided 
under Paragraphs 1 and P of Section I I , all salvage credits, the value of injected substances purchased 
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min ­
eral 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 I B of this Section H I , de­
velopment shall include all costs in connection wi th dr i l l ing , redri l l ing, deepening or any remedial < pera-
tions on any or all wells involving the use of dr i l l ing crew and equipment; also, preliminary expenditures 
necessary in preparation for dr i l l ing and expenditures incurred in abandoning when the well is not com­
pleted 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 dc-i.rcd in 
Paragraph 2 of this Section I I I . A l l other costs shall be considered as Operating. 

2. Overhead - Major Construction TO BE NEGOTIATED 
To compensate Operator for overhead eorUg ineurrod in the ennr.truplion nnd inrtollotion of fined of-potr., .th<?-g»-
pansion 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 cither negotiate a rate prior to the beginning of cojiit-rTfclTon. or shall 
charge the Joint Account for Overhead based on the following rates for any Major ConstrrrCTTon project in excess 
of $ _ _ : 
A. % of total costs i f such costs arc more than $ ^- - ' but less than $ ; plus 
B. Tr of total costs in excess of $ ^•-hTiT'Tess than $1,000,000; plus 
C. % of total costs in excess of $l,00f. 

Total cost shall mean the gross cos l j i t - f r r ryone project. For the purpose of this paragraph, the component parts 
of a single project shall not be^J^rrrfed separately and the cost of dr i l l ing and workover wells shall be excluded. 

3. Amendment of l tr 

The QjUH^clTd^rates provided for in this Section I I I may be amended from time to time only by mutual agreement 
JwTCuTacn the Parlies hereto i f , in practice, the ratos are found to bo insufficient or axcpccive. 

I V . PRICING OF JOINT ACCOUNT M A T E R I A L PURCHASES, TRANSFERS AND DISPOSITIONS 

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma­
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how­
ever, 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 cither 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-Opera­
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera­
tor 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 reason, credit shall be passed to the Joint 
Account when adjustment has been received by tbe Operator. 

2. Transfers and Dispositions 

Material furnished to the Joint Property and Material transferred f rom the Joint Property or disposed of by the 
Operator, unless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash dis­
counts: 

A. New Material (Condition A ) 

(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a 
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest 
published price f.o.b. railway receiving point or recognised barge terminal nearest the Joint Property 
where such Material is normally available. 

(2) Line Pipe 

(a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date o( 
movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor­
mally available. 

(b) Movement of 30.000 pounds or more shall be priced under provisions of tubular goods pricing in Para­
graph 2A (1) of this Section IV. 

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable 
supply store or f.o.b. railway receiving point nearest the Joint Property where such Material is normally 
available. 

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 

(a) At seventy-five percent ( 7 5 ^ ) of current new price, ns determined by Paragraph 2A of this Section IV . 

(2) Material moved f rom the Joint Property 

(a) At seventy-five percent (75 v- ) of current new price, as determined by Paragraph 2A of this Section IV, 
if Material was originally charged to the Joint Account as new Material, or 
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(b) at s ix ty- f ive percent (fi!) r?') of current new price, as determined by Paragraph 2A of this S 'd ion 
IV, if Material was originally charged to the Joint Account as good used Material at seventy-five per­
cent (75%) of current new price. 

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

C. Other Used Material (Condition C and D) 

(1) " Condition C 

Material which is not in sound and serviceable condilinn and not suitable for its original function unt i l 
after reconditioning shall Ix? priced at f i f t y percent ( 5 0 r r ) of current new price as determined by Para­
graph 2A of this Section IV. The" cost of reconditioning shall be charged to the receiving property, pro­
vided Condition C value plus cost of reconditioning does nol exceed Condition B value. 

(2) Condition D 

A l l other Material, including junk, shal! be priced at a value commensurate wi th its use or at prevailing 
prices. Material no longer suitable for its original purpose but usable for some other purpose, sh." 11 be 
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis­
pose of Condition D Material under procedures normally utilized by the Operator without prior approval 
of Non-Operators. 

D. Obsolete Material 

Material which is serviceable and usable for its original function but condition and/or value of such Material 
is not equivalent to that which would jus t i fy 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 wi th tbe value of the service ren­
dered by such Material. 

E. Pricing Conditions 

(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15£) per 
hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, v/hen 
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section I I . 

(2) Material involving erection costs shall be charged at applicable percentage of the current knocked-clown 
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 wr i t ing is furnished to Non-Operators of the proposed 
charge prior to b i l l ing Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and 
not i fying Operator wi th in ten days after receiving notice f rom Operator, to furnish in kind all or part of his :;hare 
of such Material suitable for use and acceptable lo 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 unt i l adjustment has been received by Operator f rom the manufacturers or their agents. 

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories, Notice nnd Representation 

At reasonable intervals, Inventories shall be taken, by Operator of the Joint Account Controllable Material. 
Writ ten notice of intention to take inventory shall be given by Operator at least th i r ty (30) days before any inven­
tory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Opcrntors 
to be represented at an inventory shall bind Non-Operators lo accept the inventory taken by Operator. 

2. Reconciliation and Adjustment of Inventories 

Reconciliation of a physical inventory wi th the Joint Account shall be made, and a list of overages and shortages 
shall be furnished to the Non-Operators wi th in six months fol lowing the taking of the inventory. Inventory ad­
justments shall be made by Operator wi th 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 or change of interest in the Joint Property. I t shall 
be the duty of the party selling to not i fy 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. 

4. Expense of Conducting Periodic Inventories 

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



EXHIBIT "D"-

Attached to and made a p a r t of t h a t c e r t a i n 
Operating Aqreement dated October 27, 1988 
by and between Amerind O i l Co., as Operator, 
and c e r t a i n Non-Operators. 

OPERATOR agrees to c o n t r a c t f o r and keep i n f u l l f o r c e and e f f e c t 
f o r the d u r a t i o n of t h i s agreement, insurance p o l i c i e s as 
f o i l o w s : 

(a) Workman's Compensation and Employers L i a b i l i t y Insurance as 
may be re q u i r e d by the laws of the s t a t e i n which the 
p r o p e r t i e s are lo c a t e d . 

(b) General Public L i a b i l i t y i n an amount not less than 
$100,000.00 f o r i n j u r i e s to one person and $300,000.00 f o r 
i n j u r i e s i n any one accident. 

fc) Property damage insurance i n an amount not less than 
$100,000.00. 

(d) Automotive Public L i a b i l i t y and Property Damage i n an amount 
not less than $100,000.00 f o r i n j u r i e s to one person, 
$300,000.00 f o r i n j u r i e s i n any one accident and $100,000.00 
property damage. 

Such insurance may co n t a i n exceptions as are reasonable i n tne 
sole judgment of the operator, i n c l u d i n g but not l i m i t e d t o 
blowouts, underground damage, e t c . 



EXHIBIT "E" 

A t t ached to and made a p a r t o f Ope ra t ing Agreement 
dated October 27, 1988 by and between Amerind O i l 
Co. , as Opera tor , and c e r t a i n Non-Opera tors . 

GAS STORAGE AND BALANCING PROCEDURE 

The p a r t i e s t o the O p e r a t i n g Agreement t o v h i c h t h i s E x h i b i t "E" 
i s a t t a c h e d own t h e w o r k i n g i n t e r e s t i n t h e gas r i g h t s u n d e r l y i n g 
the U n i t Area covered by such agreement i n accordance w i t h t h e 
p e r c e n t a g e s o f p a r t i c i p a t i o n as s e t f o r t h i n E x h i b i t "A" t o 
the O p e r a t i n g Agreement . 

S u b j e c t t o a l l o f t h e t e rms o f t h e O p e r a t i n g Agreement, each 
p a r t y has the r i g h t t o t ake i t s share of gas produced f r o m the 
U n i t Area and marke t the same. Tn the event any of the p a r t i e s 
h e r e t o i s no t a t any t ime t a k i n g or m a r k e t i n g i t s share of gas 
or has c o n t r a c t e d t o s e l l i t s s h a r e of gas produced f r o m the 
U n i t Area t o a pu rchase r v h i c h docs n o t a t any t ime v h i l e t h i s 
agreement i s i n e f f e c t take the f u l l share of gas a t t r i b u t a b l e 
t o the i n t e r e s t of such p a r t y , the terms of t h i s agreement sha l l , 
a u t o m a t i c a l l y become e f f e c t i v e . 

D u r i n g t h e p e r i o d or p e r i o d s when any p a r t y h e r e t o has no marke t 
f o r i t s share of gas p roduced f r o m any p r o r a t i o n u n i t w i t h i n 
t h e U n i t A r e a , or i t s p u r c h a s e r docs no t take i t s f u l l shar^ 
of gas p r o d u c e d f r o m such p r o r a t i o n u n i t , the o t h e r p a r t i e s 
s h a l l be e n t i t l e d t o p r o d u c e each month one h u n d r e d p e r c e n t 
of the a l l o w a b l e gas p r o d u c t i o n a s s igned t o such p r o r a t i o n u n i t 
by t h e S t a t e r e g u l a t o r y body h a v i n g j u r i s d i c t i o n and s h a l l be 
e n t i t l e d t o take and d e l i v e r t o i t s or t h e i r p u r c h a s e r a l l o f 
such gas p r o d u c t i o n . A l l p a r t i e s h e r e t o s h a l l sha re i n and 
own the l i q u i d h y d r o c a r b o n s r e c o v e r e d f r o m such gas by l e a s e 
e q u i p m e n t i n a c c o r d a n c e w i t h t h e i r r e s p e c t i v e i n t e r e s t s and 
s u b j e c t t o the O p e r a t i n g Agreement t o w h i c h t h i s ag reemen t i 
a t t a c h e d , b u t t h e p a r t y or p a r t i e s t a k i n g such gas s h a l l own 
a l l of the gas d e l i v e r e d t o i t s or t h e i r p u r c h a s e r . 

On a c u m u l a t i v e b a s i s , each p a r t y not t a k i n g or m a r k e t i n g i t : ; 
f u l l share of the gas p roduced s h a l l be c r e d i t e d w,i t h gas i n 
s t o r a g e equa l t o i t s f u l l share o f the gas produced under t h i r : 
agreement , l e s s i t s share of gas used i n l ease o p e r a t i o n s , venter! 
or l o s t , and l e s s t h a t p o r t i o n such p a r t y t o o k or d e l i v e r e d 
t o i t s p u r c h a s e r . Each p a r t y t a k i n g gas s h a l l f u r n i s h , or cause 
t o be f u r n i s h e d , t h e Opera to r a mon th ly s t a t emen t of gas t a k e n . 
The Ope ra to r w i l l m a i n t a i n a c u r r e n t accoun t of the gas ba lance 
b e t w e e n t h o p a r t i e s and w i l l f u r n i s h a l l p a r t i e s h e r e t o and 
t h e i r pu rchase r s mon th ly s t a t emen t s showing t h e t o t a l q u a n t i t y 
o f gas p r o d u c e d , t he amount used i n l e a s e o p e r a t i o n s , ven ted 
or l o s t , the t o t a l q u a n t i t y o f l i q u i d h y d r o c a r b o n s r e c o v e r e d 
t h e r e f r o m , and the mon th ly and c u m u l a t i v e over and under account, 
of each p a r t y . 

A f t e r n o t i c e t o t h e O p e r a t o r , any p a r t y a t any t ime may b e g i n 
t a k i n g or d e l i v e r i n g t o i t s p u r c h a s e r i t s f u l l share o f t h e 
gas p r o d u c e d f r o m a p r o r a t i o n u n i t under v h i c h ' i t has gas i n 
s t o r a g e l e s s such p a r t y ' s share of gas used i n o p e r a t i o n s , v e n t e d 
or l o s t . I n a d d i t i o n t o such sha re , each p a r t y , i n c l u d i n g t h e 
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O p e r a t o r , u n t i l i t has r ecovered i t s gas. i n s t o r^ne and balanced 
the gas account as t o i t s i n t e r e s t , s h a l l be e n t i t l e d t o take oi: 
d e l i v e r t o i t s purchaser a share of gas de t e rmined by m u l t i p l y i n g 
f i f t y p e r c e n t (501) of the i n t e r e s t i n the c u r r e n t ga3 p r o d u c t i o n 
o f t h e p a r t y or p a r t i e s w i t h o u t gas i n s to rage by a f r a c t i o n , 
the numerator of w h i c h i s t h e i n t e r e s t i n the p r o r a t i o n u n i t 
of such p a r t y w i t h gas i n s to rage and the denominator of which 
i s the t o t a l percen tage i n t e r e s t i n such p r o r a t i o n u n i t o f a l l 
p a r t i e s w i t h gas i n s to rage c u r r e n t l y t a k i n g or d e l i v e r i n g t o a 
p u r c h a s e r . Th i s agreement s h a l l c o n s t i t u t e a separa te agreement 
as t o each r e s e r v o i r i n the U n i t Area , except i f p r o d u c t i o n f r o m 
two or more r e s e r v o i r s i s commingled i n the w e l l b o r e so t h a t the 
gas f r o m each such r e s e r v o i r cannot be s e p a r a t e l y metered, the 
commingled p r o d u c i n g h o r i z o n s s h a l l then be c o n s i d e r e d t o be n 
s i n g l e r e s e r v o i r f o r t h e purpose of t h i s agreement. When gas 
p r o d u c t i o n f r o m a r e s e r v o i r i n a p r o r a t i o n u n i t permanent ly ceaser; 
i n an u n b a l a n c e d c o n d i t i o n , t he u n d e r p r o d u c e d p a r t y may take 
gas p r o d u c t i o n f r o m the o the r p r o r a t i o n u n i t s i n the U n i t Arc;', 
p r o d u c i n g f r o m the same r e s e r v o i r . P r o d u c t i o n cannot be t aken 
f r o m one r e s e r v o i r f o r the purpose of b a l a n c i n g u n d e r p r o d u c t i o n 
f r o m o t h e r r e s e r v o i r s . 

Each p a r t y p r o d u c i n g and t a k i n g or d e l i v e r i n g as t o i t s purchaser 
s h a l l pay any and a l l p r o d u c t i o n taxes due on such-gas . 

N o t h i n g h e r e i n s h a l l be cons t rued t o deny any p a r t y - ' t h e - r i g h t , 
f r o m t ime t o t i m e , t o produce and take or d e l i v e r t o i t s p u r c h a s e r 
i t s f u l l share of the a l l o w a b l e gas p r o d u c t i o n t o meet the d e l i v e r - -
a b i l i t y t e s t s r e q u i r e d by i t s p u r c h a s e r . 

When gas p r o d u c t i o n f r o m a gas w e l l r e s e r v o i r pe rmanent ly ceases,, 
i t s h a l l be the o b l i g a t i o n o f t h e U n i t O p e r a t o r t o d e t e r m i n e 
t h e f i n a l a c c o u n t i n g of u n d e r p r o d u c t i o n and o v e r p r o d u c t i o n and 
each overp roduced p a r t y s h a l l a c c o u n t t o and compensa te each 
u n d e r p r o d u c e d p a r t y w i t h a sum of money e q u a l t o t h e amount, 
a c t u a l l y r e c e i v e d , l e s s a p p l i c a b l e taxes and r o y a l t i e s , by any 
o v e r p r o d u c e d p a r t y f r o m the s a l e o f t h a t p a r t of t he t o t a l 
c u m u l a t i v e volume of. gas produced w h i c h the underproduced p a r t y 
was e n t i t l e d t o t a k e . Payment f o r such o v e r p r o d u c t i o n s h a l l 
be i n the o rder of a c c r u a l . 
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NON-DISCRIMINATION AND CERTIFICATION OF.NON-SEGREGATED FACILITIES 

EQUAL E M P L O Y M E N T O P P O R T U N I T Y 

Du r i ng t h e p e r f o r m a n c e of the con t rac t d e s c r i b e d a b o v e . C o n t r a c t o r agrees to the f o l l o w i n g 
a d d i t i o n a l t e r m s and c o n d i t i o n s lo ihe ex tent they may be a p p l i c a b l e to the w o r k to be p e r f o r m e d 
u n d e r such c o n t r a c t in a c c o r d a n c e w i t h the p r o v i s i o n s of the f o l l o w i n g desc r ibed Execut ive. 
O r d e r s . A c t s , and i m p l e m e n t i n g ru les and r e g u l a t i o n s i s s u e d ( h e r e u n d e r . 

A. E.O. 112*6 . as a m e n d e d by E.O. 11375 (Race, Co lo r , R e l i g i o n . ' S e x and Na t iona l Or ig in) 

1. if t he c o n t r a c t is in excess of S10.000. Ihe C o n t r a c t o r ag rees Io c o m o l y w i t h the p rov i -
s i o n s o l S e c t i o n 202 o l such Order (the " E q u a l O p p o r t u n i t y c l a u s e " ) , wh i ch c l ause is 
i n c o r p o r a t e herein by re ference pu rsuan t (o the r e g u l a t i o n s p r o m u l g a l e d under s u c h 
Orde r (41 C.F.R. Sec . 60-1.4(d)). 

2. I M h e c o n t r a c t is in excess of S 10.000, Ihe C o n t r a c t o r c e r t i f i e s tha t it does nol m a i n l a i n or 
p rov ide , nor w i l l i i m a i n i a i n or prov ide for i ts e m p l o y e s any s e g r c g a l c d fac i l i t ies al any o f 
i ts e s t a b l i s h m e n t s , and l ha l i| docs not p c r m i i nor w i l l i[ pe rm i t i l s employes Io p e r f o r m 
i h c i r se rv i ces al any KocaUon, under i l s c o n t r o l , w h e r e s e g r e g a t e d fac i l i t ies arc m a i n ­
t a i n e d . ' C o n t r a c t o r agrees lha l a b reach of Ih i s c e r t i f i c a t i o n is a v io la t ion of Ihe Equa l 
O D o o i i u n i t y c l ause of Execut ive Order 112<>G. C o n t r a c t o r f u r the r agrees that (except 
w h e r e it has o b t a i n e d i den t i ca l c e r t i f i c a t i o n s f r om p r o p o s e d s u b c o n t r a c t o r s for s p e c i f i c 
t ime pe r iods ] it w i l l o b t a i n i d e n i i c a l c e r t i f i c a t i o n s f rom p r o p o s e d subcon t rac to rs pr ior to 
the a w a r d of s u b c o n t r a c t o r s exceed ing S 10.000 w h i c h arc not e x e m p t f rom the p rov i s ions 
of the Eaua l O p p o r t u n i t y c lause ; that it w i l l r e ta in s u c h c e r t i f i c a t i o n s in its f i les; and tha t 
it w i l l f o r w a r d the p r c c r i b e d no t i ce to s u c h p r o p o s e d s u b c o n t r a c t o r s (except where the 
p r o o o s e d s u b c o n t r a c t o r s have s u b m i t t e d i d e n t i c a l c e r t i f i c a t i o n s for spec i f i c t ime 
p e r i o d s ) . ' " 

* A s used in th is c e r t i f i c a t i o n , the le rm " s e g r e g a t e d f a c i l i t i e s " m e a n s any w a i t i n g rooms , w o r k 
a reas , rest r o o m s and w a s h r o o m s , res tau ran ts and o l h e r ' e a t l n g a reas , t ime c locks , l o c k e r 
r o o m s and o ther s to rage or d ress ing areas, pa rk ing l o t s , d r i n k i n g f o u n t a i n s , recreat ion pr enter­
t a i n m e n t a reas , t r a n s p o r t a t i o n and h o u s i n g f ac i l i t i e s p rov ided for emp loyes w h i c h are 
s e g r e g a t e d by exp l i c i t d i rec t i ve or are in tact s e g r e g a t e d on the b a s i s of race, c reed, co lo r or na-
t i o n a l o r i g in b e c a u s e o l h a b H . loca l c u s t o m or o l h e r w i s c . 

• • T h e form of the p r e s c r i b e d no t i ce is as f o l l o w s : N O T I C E TO PROSPECTIVE SUBCONTRAC­
T O R S OF R E Q U I R E M E N T FOR CERTIF ICATIONS OF N O N S E G R E G A T E D FACILITIES. A Ccr t i f -
i c a t e of N o n s c g r e g a l e d Fac i l i t i es as requ i red by the May 9. 1967 order on E l im ina t i on of 
S e g r e g a t e d F a c i l i t i e s , by the Secretary of Labor (32 Fed . Reg . 7439, May 19, 1967), must be sub­
m i t t e d pr ior lo the award of a subcon t rac t e x c e e d i n g 5 10,000 w h i c h is not exempt f rom the pro­
v i s i o n s of Ihe Eaua l O p p o r t u n i t y c l ause . The c e r t i f i c a t i o n m a y be s u b m i t t e d c i ther for each sub­
c o n t r a c t or for a l l s u b c o n t r a c t s du r ing a per iod (i .e.. q u a r l c r l y . s e m i n a n n u a l l y or annua l l y ) . 
N o t e : The p e n a l l y for m a k i n g fa lse s t a t e m e n t s in o f f e r s is p r e s c r i b e d in 10 U.S.C. 1001.• 

3. If the c o n t r a c t is in excess of 550.000 and Ihe C o n t r a c t o r has m o r e than 50 e m p l o y e s , the 
C o n t r a c t o r agrees (a) lo f i l« annua l l y , on or be fo re M a r c h 31 of each year, (or w i t h i n 30 
days af ter i he award of such con i r ac t if not f i l ed w i t h i n 12 m o n t h s p reced ing the da te o f 
the award ) , c o m p l e t e and accura te repor ts on S t a n d a r d F o r m 100 (EEO-1) w i t h lhc app ro ­
p r ia te g o v e r n m e n t a l agency , in a c c o r d a n c e w i t h the r e g u l a t i o n s i ssued by the Sec re ta ry 
of Labor (4 1 C.F.R. Sec. 50-1.7), and (b) to deve lop a w r i t t e n a f f i r m a t i v e ac t ion c o m p l i a n c e 
p r o g r a m Tor each of "Ms e s t a b l i s h m e n t s in a c c o r d a n c e w i t h l hc regu la t i ons i ssued by the 
Sec re ta r y of Labor (41 C.F.R. Sec. 6 0 - M 0 ) . 
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B. E.O. 1l70MSccMr>n 402-V O !orans Roadjustmont Ac i of 197^) 

It Iho contract Is in excess.of $10,000. tho Contractor rcreos to comply wi th Iho affirmative 
act ion clauso and regulat ions promulgated undor such Ordor (41 C.F.R. Part 60-250) which 
clause Is Incorporated heroin by reference pursuanOo Section 60-250.22 of such regulations. 

C. E.O. 11758 (Section 503-Rchabll l tatlon Act of 1973) 

If the contract Is in excess of 52.500. tne Contractor agroos to comply wi th tho afflrmntlvo 
act ion clause and the regulations promulgated under such Order (41 C.F.R. Part 60T<1). 
wh ich clause is Incorporated herein by reference- pursuant lo Sccl lon 60-741.22 of nuch 
regulat ions. 

O. E.O. 11625 (Minority Business Enterprises) 

1. If the contract is in excess of 510.000, the Contractor agrees to use ils best effects lo pro­
vide minority business enterprises with the maximum practicable opportunity to pndlcl-
pato in ihe performance of such contract to Iho fullest extent consistent with the effi­
cient performance thereof (<1 C.F.R. Sec. M.1310-2(a)).-

2. If the contract is in excess of S500.000, the Contractor agrees to comply with the Minority 
Business Enterprises Subcontracting Program clause promulgated under such Order (41 
C.F.R. Sec. 1-1.1310-2(0)). which clause is incorporated herein by reforenco. 

E. Section 905-Raitroad Revitatization and Regulatory Reform Act of 1976 

1. ' The contractor agrees lo comply with the requirements-of Tit le 49 C.F.R. 265 Subpart 8 of ' 
the regulations promulgated under such Act regarding "Nondiscr iminat ion in Federally 
assisted Railroad Programs" and the nondiscr iminat ion clauses therein arc Incorporated 
herein by reference. 

2. ff the contract is for S50.000 or moro, the Contractor agrees to comply with and Imple­
ment the Aff l rmatat lvc Action Program establ ished pursuant to Section 265.11 of ^9 
C.F.R. 
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EXHIBIT "G" 

Information to be furnished to the parties 
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