Overhead - Drilling and Producing Operations

B.

T OVERIEAD

“

A~ compensation for administrative, supervision, office services and warehousing costs, Operator <hall charge dreilling
and producing operations on eiber:

€ ) Finved Rade Basis, Paragraph 1A, or |
C ) Percentage Basis, Paragraph 1B f

Unless otherwise agrreed to by the Parties, such charge shall be in Liew of costs and expenses of all offices and salaries
ar wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph
3A. Section 11, The cost and expense of services from outside sources in connection with matters of taxation, traffic.
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates
provided for in the above selected Paragraph of this Section 111 unless such cost and expense are agreed to by the
Parties as a direct charge to the Joint Account.

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

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

The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional ‘consultanl servicgs
and contract services of technical personnel either temporarily or permanently assigned to and directly employed in
the operation of the Joint Property:

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

Overhead - Fixed Rate Basis

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

Drilling Well Rate $ 5,400
(Prorated for less than a full month)

Producing Well Rate § 340

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

(1) Charges for drilling wells shall begin on the date the we!l is spudded and terminzats o the date the drill-
ing rig, completion rig, or other units used in completion of the well is released, whichever is later. except
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or
more consecutive calendar days.

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

(b) Producing Well Rates

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

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

(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall
be considered as a one-well charge providing the gas well is directly connected to 2 permanent sales
outlet.

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

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

(3) The well rates shatl be adjusted s of the first day of April each vear following the effective date of the agreement
to which this Accounting Procedure is attached. The adjustment shall be computed by multuplving tne rate cur-
rently in use by the percentagre increase or decrease in the average weekly earnings of Crude Petroleum and Gas
Production Workers for the lust calendar vear compared to the calendar yveuar preceding as shown by the index
of average weekly carmngs of Crude Petroleum and Gas Production Warkers as published by the United States
Department of Labor, Burean of Labor Statisties, or the equivalent Canadian index ax published by Statistics
Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad-
justment,

UOverhead - Percentage Basis

(1) Operator shall charpe the Joint Account at the following rates:
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