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Chronology of Land Contacts for 
Chalk Bluff Draw Undesignated #1 
Section 17:T18S-R27E NMPM 
Eddy County, New Mexico 

November 7, 1988 I made a telephone call to Mr. Tim Custer with Amoco 
Production Company. We discussed a proposal of joining 
or farming out Amoco's interest in our proposed well. 
Custer asked for a letter setting out what was dis
cussed by telephone. 

November 8, 1988 I sent a letter to Amoco requesting either a farmout 
with Amoco delivering a 75% Net Revenue Interest or 
Amoco joining for a 18.75% Working Interest. (Copy of 
letter attached.) 

November 15, 1988 Custer called and said he was going to check with 
Amoco's Law Department to see i f the JOA for the Chalk 
Bluff Draw unit was s t i l l in force and effect. 

November 21, 1988 

November 28, 1988 

December 19, 1988 

December 27, 1988 

I sent a letter to 
letter attached.) 

Amoco enclosing an AFE. (Copy of 

I called Custer with Amoco and he agrees that the Chalk 
Bluff JOA has terminated and that Amoco's interest is 
18.75% of the operating rights. Custer expects that 
Amoco will farmout rather than join in the well. 

I called Custer and left word on his answering machine, 
which machine stated that he would be out of the office 
until December 27, 1988. 

I called Custer and asked i f Amoco had reached a 
decision on our proposal. Custer replied that Amoco 
had not reached a decision yet. I told Custer that 
Exxon was applying for force pooling and the hearing 
would be late January, 1989. 

January 9, 1989 I called Custer and left word on his answering machine 
to please return my call. 

(p Exhibit No. 

Exxon Corporation 

Case No. 9583 

Joe B. Thomas 01/18/89 Hearing Date: January 18, 1989 



I called Tim Custer and l e f t word on 
his answering machine. 

Tim Custer returned my c a l l a fter my 
normal o f f i c e hours. 

I called Tim Custer and l e f t word on his 
answering machine. 

Tim Custer called me and said that Amoco 
i s considering joining i n the proposed 
w e l l . I t o l d Custer that Exxon's o f f e r 
to farm-in would be withdrawn at 10:00 
a.m. January 17, 1989. 

Tim Custer called me and said that Amoco 
would give us an answer by 10:00 a.m. 
January 17, 1989. 

Custer said that Amoco decided not to 
j o i n or farm out on our proposed w e l l , 
but would go under the force pooling 
order. 



E?$(ON COMPANY U.S.A. 
POST OFFICE BOX 1600 < MIDLAND, TEXAS 79702-1600 

EXPLORATION DEPARTMENT 
WESTERN OIVISION 

November 8, 1988 

AB-88-417 (A) 
Red Lake 
Section 17: W/2 T18S-R27E 
Eddy County, New Mexico 

Mr. Tim Custer 
Amoco Production Company 
P. 0. Box 3092 
Houston, Texas 77253 

Dear Mr. Custer: 

As we discussed by phone last week, Exxon is interested in a farmin of your 
interest in Section 17: W/2 T18S-R27E. Apparently, Exxon owns 81.25% and 
Amoco owns 18.75% undivided interest in the W/2 of Section 17 as to all 
interests below the San Andres formation due to an exchange of operating 
rights dated June 14, 1960 (copy attached). 

Regardless, Exxon would like a farmin of Amoco's interest in Section 17: W/2 
below the base of the Abo formation for a 9,700 foot Morrow test. Exxon 
proposes that Amoco deliver a 75% Net Revenue Interest to Exxon with the 
initial well to be spudded within 120 days of the farmin agreement. 

If Amoco would prefer to join, your interest would be 18.75%. Please advise 
if you require an AFE for your evaluation of our proposal. 

Very truly yours, 

-̂ Of Joe B. Thomas 
Trades and Unitization 
(915) 683-0236 

JBT2/slr 

Attachments 

A DIVISION Of EXXON COS-'ORATION 
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OPERATING AGREEMENT 

THIS AGREEMENT made and entered into t h i s the l^th Jay of 

office:; at Roswell, New Mexico, party of the f i r s t part hereinafter 

referred to as "Hondo," and HUMBLE OIL & REFINING COMPANY, a corpora 

t l : r . with o f f i c e s at Midland, Texas, party of the second part 

rit f t inaf ter referred to as "Humble," cr "Operator," 

WITNESSETH: 

WHEREAS, the parties hereto are the owners of the working 

int e r e s t or operating r i g h t s below the base of the San Andres forma

t i o n subject to certain overriding royalties as the same appear of 

record in and to o i l and gas leases embracing lands of the United 

States covering a l l of Section 17, Township 18 South, Range 27 East, 

N.M.P.M., Eddy County, Nc-w Mexico, containing ShO acres, more or les 

which said c i l and gas leases are more p a r t i c u l a r l y described as 

follows: 

O i l & Gas Lease bearing New Mexico 
Ser i a l No. 0753, dated January 1, 
19^0, covering 

Twp. 18 3., Rge. 27 E., N.M.P.M. 

Section 17: E^NW£, SW£-SE£ 

containing 120 acres, more or less. 

Leasehold I n t e r e s t of Humble O i l & Refining Company 

O i l & Gas Lease bearing New Mexico 
Ser i a l No. 04175 (b), dated January 1, 
19^0, covering 

Twp. 18 S.j Rge. 27 E., N.M.P.M. 

June , I960, by and between HONDO Oil & GAS COMPANY, with 

Leasehold I n t e r e s t of Hondo Oil & Gas Company 

Section 17: 

containing 520 acres, more or less; 



( 
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and, 

WHEREAS, the above described leasehold interests have been 

committed by the respective parties hereto to the Unit Agreement for 

the Development and Operation of the Chalk Bluff Draw Unit Area, 

dated March 21, 1955* and said leasehold interests are also subject 

to a Unit Operating Agreement entered into by and between the parties 

hereto in connection with said Chalk Bluff Draw Unit Agreement as of 

the same date; and, 

WHEREAS, under and pursuant to an agreement made and entered 

into by and between Humble and Malco Refineries, Inc., now Hondo, on 

January 7, 1959, Humble as Unit Operator of the Chalk Bluff Draw Unit 

Agreement has caused a well to be drilled 19801 FEL and 19801 FNL of 

Section 17, Township 18 South, Range 27 East, N.M.P.M., known as the 

Chalk Bluff Draw Unit Well No. MC-1," which said well has been com

pleted ln the Pennsylvanian (Bend) formation, capable of producing 

gas in paying quantities; and, 

WHEREAS, the above referred to well was drilled as a non-

consent well on the part of Hondo from below the Abo formation to the 

point of its completion in the Pennsylvanian (Bend) formation and 

Humble is entitled to be reimbursed for 150# of the cost of drilling 

and completing said well below the Abo formation out of Hondo's pro

portionate part of the production from said weli in accordance with 

said agreement of January 7, 1959, and said Unit Operating Agreement; 

and, 

WHEREAS, said agreement of January 7, 1959, also provides 

that in the event the above mentioned well should be completed other 

than as a dry hole in any zone or formation below the base of the San 

Andres formation that Humble and Hondo shall enter into an appropriate 

agreement providing that a l l production from said Section 17, Township 
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13 South, hange 27 East, N.M.P.M., and a l l costs and expenses In 

connection with operations thereon, shall be owned, shared and borne 

by said parties in the proportions of 18.7556 to Hondo and 81.25/6 to 

Humble; and, 

WHEREAS, application is being made' to include a l l of said 

Section 17, Township 18 South, Range'27 East, N.M.P.M., i n the par

ticip a t i n g area designated pursuant to the terras of said unit agreement 

and the parties hereto are desirous of entering into an Operating 

Agreement providing for their participation in a l l o i l and gas which 

may be produced, saved and marketed from said Section 17. 

NOW, THEREFORE, i t i s mutually agreed between the parties 

hereto as follows: 

1. That the respective parties hereto do each hereby give 

and grant unto the other such operating rights as may be />wned and held 

by them respectively in and to the o i l and gas leases hereinabove de

scribed insofar as the same cover and affect the lands situated in 

Section 17, Township 18 South, Range 27 East, N.M.P.M., as to a l l 

formations below the San Andres formation, subject to a l l existing 

overriding royalties as shown of record, to the extent necessary to 

vest such rights in the parties hereto as follows: 

Hondo — 18.75/6 

Humble 81.255* 

A l l such operating rights shall be owned and held by the 

parties hereto in accordance with the terms of said o i l and gas leases, 

said unit agreement, unit operating agreement and this'agreement. 
r : i . Humble is hereby designated as the Operator of the 

operating rights of the parties hereto covering said Section 17 above 

referred to as to a l l formations below the San Andres formation and 

the parties hereto shall participate in and to a l l o i l , gas and other 

hydrocarbon substances which may be produced, saved and marketed from 

said lands from a l l formations below the San Andres formation and shall 

bear a l l costs and expenses of operations i n the proportions herein

above s'-r. foi-tk and said percentages shall be used for a l l purposes 

-3-
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ln connection with said Unit Agreement and Unit Operating Agreement, 

including ownership of a l l allocations of production and adjustments 

of investments pertaining to said section, i t being understood and 

agreed that after payment of a l l royalties and overriding royalties 

which may become due and payable on account of the production from o: 

allocation to the respective leasehold Interests covering said Section 

17 from a l l formations below the San Andres formation that a l l remaining 

working interest production shall be allocated to and owned by the 

parties hereto in the proportions above set forth. 

3. All operations conducted upon said Section 17 shall be 

conducted under and pursuant to the Unit Agreement and Unit Operating 

Agreement above referred to; provided, however, i f said Unit Agreement 

should for any reason be terminated, or said Section 17 should be 

excluded from said Unit Agreement, the ownership of the parties hereto 

as hereinabove set forth shall continue for the f u l l terms of said 

oil and gas leases and any and a l l extensions, exchanges or renewals 

thereof and any additional operations thereafter conducted upon said 

land shall be conducted by Humble as Operator and the Unit Operating 

Agreement and a l l of the provisions thereof insofar as applicable 

shall remain in full force and effect as between the parties hereto. 

4. The provisions hereof shall be considered as covenants 

running with the ownership of the respective o il and gas leases 

hereinabove described and binding upon the successors and assigns of 

the parties hereto. 

IN WITNESS WHEREOF this agreement is executed as of the day 

.\. .%£.4-%r first hereinabove written. 
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STATE OP NEW MEXICO 
3 B 

COUNTY OP CHAVES 

The foregoing instrument waa acknowledged before me this 

t/xJh day of /Zc 

corporation, on behalf of said corporation. 

J.UC iwoguiHg instrument waa acKnowieagea Dei ore me tnis 

day of /JLU-^UJSCL , I960, by lh->t*M£t& &?u££i4*a 

>^tJ "/hj^t^UicC of HONDO OIL & GAS COMPANY, a $Z<Lc^y}u4ccJ 

] £ ebwia^lo^ixpirea: 

STATE OP 1 I X A a 

COUNTY OP Hfflwa 
s s . 

The foregoing instrument waa acknowledged before me this 

Ikth day of June , i960, by t D 1 H A M N E * 

. qf"jJ$WBLE OIL & REPINING COMPANY, a Delaware corporation, on behalf 

O 

'" 7 V: 
>/«f ^•Jd-.xJ^poration, 

V .•> Notary (public W a v l < 
' r i ' \ 

* £ r c h n » l s s - I o n exn lreq • NOTARY PUBLIC IN AND FOR *T cottBiission expires. HARRIS COUN rr, TEXAS 

June 1, 1961 

/ 

Warie Kaliander 
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l OPERATING AGREEMENT 
2 

3 THIS AGREEMENT, entered into by and between.. ; . 

4 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ heremafter designated ac 
5 referred to as "Operator", and the signatory parry or parties other than Operator, sctneames heranaiter referred to individually herein 
6 as "Non-Operator", and coilecnveiy as "Non-Operators". 
7 

8 WITNESSETH: 

9 
10 WHEREAS, tne parses to tins agreement are owners ot oil and gas leases andwr oil and gas interests tn the Land sdenoiiec in 
11 Exhibit " A " , and the parses hereto have reached an agreement to explore and develop these leases ana or ou and gas interests tor the 
12 producaon ot oil and gas to the extent and as herenaher provided. 

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

15 
16 ARTICLE I . 
1" DEFINITIONS 
18 
19 As used in this agreement, the following words and terms shall nave the meanings here ascribed to them: 
20 A The term "oil 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 ta limit the indusiveness of this term is specifically stated. 
22 B. The terms "oil and gas lease", "lease" and "leasehold" shall mean the oil and gas leases covering tries of land 
23 lying within the Contract Area which are owned by the parties to this agreement. 
24 C The term "ou and gas interests" shall mean unleased fee and mineral interests in tracts cf land lying withtr. th: 
25 Contract Area which are owned by parnes to this agreement. 
26 D. The term ' 'Contract Area'' shall mean all of the lands, oil and gas leasehold interests and oil and gas interests intended to be 
27 developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas leasehold interests and oil and gas intereyts 
2S are described in Exhibit " A " . 
29 E. The term "driling unit" shall mean the area Sxed tor the drilling of one well by order cr rule oi any stats or 
30 federal body having authority. If a drilling unit is not fixed by any such rule or order, a driling unit shaii be the chaing unit as estao_r.-
31 ed by the partem of drilling in the Contract Area or as fixed by express agreement of the Drilling Fames. 
32 F. The term "dnilsiie" shall mean the oil and gas lease or interest on which a proposed well is to be located. 
33 G. The terms "Drilling Parry" and "Consenting Parry" shall mean a parry who agrees tc join in and pay its share of the cost o: 
34 any operat:on conducted under the provisions of this agreement. 
35 H- The terms "Non-Drilling Parry" and "Ncn-Cansennng Parry" shall mean a parry who elects not to pamr.rat; 

36 in a proposed operation. 

37 

38 Unless me context otherwise d—riy indicates, words used in the singular include the plural, the piurai induces Lt? 
39 singular, and ihe neuter gender includes the masculine and the feminine. 
40 
41 ARTICLE n . 
42 EXHIErTS 
43 
44 The following exhibits, as indicated below and anached hereto, are incorporated in and made a part hereof: 
45 G A Exhibit " A " , shall include the following information: 
46 (1) Idenofkacon of lands subject to mis agreement. 
47 (7) Restrxaocs, if any, xs to depths, formations, or substances, 
48 (3) Percentages or fracsonai interests of parses to mis agreement, 
49 \A\ Oil aad gas ieises and'or oil and gas interests subject to this agreement. 
50 (5) Addresses of parses for nonce puartSes. 
51 G B. Exhibit " B " . Form ot Lease. 
52 G C Exhibit "C", Accounting Procedure. 
53 C D. Exhibit " D " , Insurance. 
54 G E Exhibit " E " , C _ Baiancng Agreement. 
55 G F. Exhibit "F", Non-Discnminarion ana Cer_oson af Non-Segregated Faclioes. 
56 G G. Exhibit "G" , Tax Firmershic. 
57 G H - Exhibit V , Notice of Lien and »tortgag- — Financing State-ent. 
58 
jo, I f any provision of any exhibit, except Exhibits "E" and "6", is inconsistent with sny provision 

contained in the body of this agresiE-it. the provisions in the body of this agreement shall prevail. 
61 
62 
63 
64 
65 
66 
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ARTICLE III. 
INTERESTS OF PARTIES 

A. Oil and Gaa Interests: 

If any party owns an oil and gas interest in the Contract Area, that interest shall be treated for all purposes o: thn 3Krrcrr.tr:; 
and during the term hereof as if it were covered by the form of oil and gas lease attached hereto as Exhibit "B*". and the owner thereof 
shall be deemed to own both the royalty interest reserved in such lease and the interest oi the lessee thereunder 

B. Interests of Parties in Costs and Production: 

t'nless changed by other provisions, all costs and liabilities incurred in operations, under this agreement shaii be boms ir.z 
paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their interests ar- <<<.' 
forth in Exhibit " A " , in the same manner, the parties shall also own all production of oil and gas from the Contract Area subject tc-
payment of royalties to the extent of which shall be borne as hereinaiter set iortr. 

Regardless of which parry has contributed the leasers) and/or oil and gas mterestts) hereto on which royalty is cut and 
payable, each parry entitled to receive a share of production of oil and gas from the Contract Area shail bear and shail pay cr dem cr. cr 
cause to be paid or delivered, to the extent of its interest in such production, the royalty amount snpulated hereinabove and shall ncid tht 
other parties free from any liability therefor. No party shall ever be responsible, however, on a price basis higher than the price recei\ ec 
by such party, to any other party's lessor or royalty owner, and if any such other parry's lessor or royalty owner should demand and 
receive settlement on a higher price basis, the parry contributing the affected lease shall bear the additional royalty burden attributable tc 
such higher price. 

Nothing contained in this Arucie II1.B. shail be deemed an assignment or cross-assignment cf interests covered hereby. 

C. Excess Royalties. Overriding Royalties and Other Payments: 

Unless changed by other provisions, if the interest of any party in any lease covered hereby is sub-.ect to my ro>«it;.. 
overriding royalty, production payment or other burden or. production in excess of the amount stipulated in Article '.U S . such p.s.ty v 
burdened shail assume and aione bear all such excess obligations and shall indemnify and hoid the otner parties hereto harmless :rcrr. any 
and all ciairns and demands tor payment asserted by owners of such excess burden. 

D. Subsequently Created Interests: 

lf any party should hereafter create an overriding royalty, production payment or other burden pavabic cu- ct r-rcducv.o-
attnbuiabie to its working interest hereunder, or ii such a burden existed prior to wis agreement and is net set iortr. m Ex.iibi: 'A . cr 
was.not disclosed m writing to all other parties prior to the execution of this agreement by all parties, or is no: a iotntiy acknowledge" ins 
accepted obliganon of ail parties ;any such interest bein2 hereinafter referred to as "subsequently created inter;;:" irrespective the 
oming oi its creation and the party out of whose working interest the subsequently created interest is derived being hereinafter retjrrec 
to as "burdened party"), and: 

1. if the burdened party is required under this agreement to assign or relinquish to am ether party, or parties, al! or a pcrtvr. 
of io working interest and or the production attributable thereto, said other parry, or parties, shaii receive said assignment and jr 
producuon free and clear of said subsequently created interest and the burdened party shall indemnify ins save said other par*;., 
or parties, harmless frcm any and ail claims and demands for payment asserted by owners of the subsequently created interest, 
and. 

2. If the burdened narry fails to pay. when due. its share of expenses chargeable hereunder, ai! provisions of Aracle VII.3. s.-.il! he 
enforceable against the subsequently created interest m the same manner as they are enforceable against tne working inters: :; 
the burdened party. 

ARTICLE TV. 

TITLES 

A. Title Examination: 

Title examination shall be made on the dniisite ot' any proposed weil prior to commencement ef drilling operations cr. if 
the Drilling Fames so request, title examination shall be made or. the leases and,or oil and gas interests included, or planned.to be mclus 
ed. in the drilling unit around such well. The opinion wiil include the ownership sf the working interest. mmerais. royaity. overriding 
royalty and production payments under the applicable leases. Ac the time a weil is propose-:, eacr. party ccr.tnrutir.g leases and.:.- on arte 
gas interests to the drilisitt. or to be included in such drilling unit, shall furnish to Operator all abstracts including federal iesse statu? 
reports 1. title opinions, title papers and curative material in its possession, tree of charge. All such information net m the possession o: sr 
made available to Operator by tne parties, but necessary for the examination of the titie. shall be obtained by Operator Operator shail 
cause title to be examined by attorneys sr. its staff or by outside attorneys Copies cf ail title joimens sha" ie :_mi<v.ed to each par;, 
hereto. The cost incurred by Operator in this title program shail be some is foiiows. 

_ Option Nc. 1: Costs incurred by Operator un procuring abstracts an5 ntie exsmir.ason .inducing ?re::m.r.:r. suprlem-r-::. 
shut-in gas rovaity opinions ana division order otie opinions! shall be a pan cf the acmtmstraave overhead is previces in Exhip-: "C". 
j a i not be a direct charge, whether performed sy Operator's staff attorneys or by outsice attorneys. 
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ARTICLE IV 
continued 

1 _ Optica*. No. 2: Costs incurred by Operator in procuring abstracts and tees paid outside attorneys lor title examm-itim 
2 <including r*rei:mir.*r\. supplement.!!, jr.ut-m »us royalty opinions and division order title cpir.i.-.ns shili he h. rr.s k> tr.r Drill:-.: ?^r. 
3 in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Parties as such interest.* ar-pv-r in E> 
4 hibit ""A". Operator shail make no charge for sen-ices rendered by its staff attorneys or other personnel in the perturm„cc of the «bo* v 
5 functions. 
6 
7 Each party shall be responsible tor securing curative matter and pooling amendments or agreements required in connvciior. 
8 with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pociini: 
9 designations or declarations as well as the conduct of hearings before governmental agencies for the securing of spacing or pooling orui-.-s 

10 This shall not prevent any party from appearing on its own behalf at any such hearing. 
11 
12 No well shall be drilled on the Contract Area until alter (1 > the title to the drillsite or drilling unit has been examined as abcw 
13 provided, and (2̂  the ntle has been approved by the examining attorney or title has been accepted by all oi the parties who arc to pjr 
14 oapate in the drilling of the well. 
15 
16 B. Loss of Title: 
17 
18 1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through failure of title, which loss results in * 
19 reduction of interest trom that shown on Exhibit " A " , the parry contributing the affected lease or interest shall have ninety (90' days 
20 from final determination of title failure to acquire a new- lease or other instrument curing the entirety of the title failure, which accuis; 
21 tion will not be subject to Article VH1.B.. and failing to do so. this agreement, nevertheless, shail continue in force as to all remaining on 
22 and gas leases and interests: and, 
23 (a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the enure loss and it shall not be 
24 entitled to recover from Operator or the other parties any development or operating costs which it may have theretofore paid or incurred. 
25 but there shall be no additional liability on its pan to the other parties hereto by reason of such title failure. 
2b (b) There shaii be no retroactive adjustment of expenses incurred or revenues received from the operation of the interest which hi; 
27 been lost, but the interests of the parties shall be revised on an acreage basis, as of the time it is determined finally that titie failure ha* oc 
28 curred. so that the interest of the party whose lease or interest is affected by the ntle failure will thereafter be reduced m the Cont.-jc: 
29 Area by the amount of the interest lost: 
50 (c; If the proportionate interest of the other panies hereto in any producing well theretofore drilled on the Contract Area is 
31 mcreased by reason of the titie failure, the pany whose ntle has failed shall receive the proceeds attributaoie to ihe increase in such m 
32 terest (less costs and burdens attributable thereto: unul it has been reimbursed tor unrecovered costs paid by it m connection with such 

33 well: 
34 {d) Should any person not a pany to this agreement, who is determined to be the owner of any interest m the title which has 
;s failed, pay in any manner any part of the cost of operation, aeveiopment. or equipment, such amount shall be pais to the pany or part-.es 
}6 who bore the costs which are so refunded; * 
3" (ei Any liability to account to a third party for prior production of oil and gas which arises bv reason of title taiiure shill be 
38 borne by the pany or parties whose ntle failed in the same proportions in which they shared m such prior production: anc. 
39 (P No charge shall be made to the |oint account for legal expenses, fees or salaries, in connection with the deiense of the interest 
40 claimed by any parry hereto, it being the intennon of the panies hereto that each shall defend title to its interest and bear all expenses in 
41 connection therewith. 

42 
43 2. Loss bv Ncn-Pavmenf or E-rcn.eous Pavment of Amount Due: If. through mistake or oversight, anv rental, snui m w e:i 
4-i payment, minimum royalty or royalty payment, is not paid or is erroneously paid, and as a resui: a iease or interest therein terminates 
45 there shail be no monetary haoiiity against -he party who tailed to make such payment. Unless the pany who failed to make the required 
46 payment secures a new iease covering the same interest within ninety ;'90 < days from the discovery of the failure to make proper payment. 
47 which acquisition will not be subiect to Artiue YIH.B.. the interests of the parties shall be revised on an acreage basis, effective as ot the 
48 date of termination of the lease involved, and the parry who failed to make proper payment will no longer be credited with an interest :r. 
49 the Contract Area on account of ownership of the lease or interest which has terminated, ln the event the parry who faued to mane the 
50 required payment shall not have been fully reimoursea. at the time of the loss, from the proreeds of the sale of oil and gas attributable to 
51 the lost interest, calculated cn :n acreage basis, for th; development and operating costs theretofore paid on account of such interest. 
52 shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously dnliec 
53 or wells previously abandoned) from so much of the following as is necessary to effect reimbursement: 
54 (a) Proceeds of oil and gas. less operating expenses, theretofore seemed to the credit of the lost interest, on an acreage basis 
55 up to the amount of unrecovered costs; 
56 (b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an acreage basis, of that portion of 
57 oil and gas thereafter produced and marketed (excluding production trom any wells thereafter drilled^ which, in the absence of sueh lease 
58 termination, wouid be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of saic1 

59 portion of the oil and gas ts be contributed by the other parries in proportion to their respective interests: and. 
60 (c) Any monies, up to the amount of unrecovered costs, that may be paid by any pany who is. or becomes, the owner cf the interest 

61 lost, for die privilege oi participating m the Contract Area or becoming a parry to this agreement. 

62 
63 3. Other Losses: Ail losses incurred, other than those set forth in Articles TV.3.1. and IV.B.2. above, shall be joint losses 
64 and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining pernor, cf 
65 the Contract Area. 
66 
67 
68 
69 
70 
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ARTICLE V. 

OPERATOR 

A. Designation and Responsibilities of Operator: 

be lhr 

Operator ot the Contract Area, and shall conduct and direct and have full control ot all operations on the Contract Area as permitted and 
required by. and within the limits ot this agreement, lt shall conduct ail such operations in a good and workmanlike manner, but it shall 
have no liability as Operator to the other parties (or losses sustained or liabiiiues incurred, except such as may result from gross 
negligence or williul misconduct. 

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

1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators. 
If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as 
Operator. Operator shall be deemed to have resigned without any action by Non Operators, except the selection of a successor. Operator 
may be removed if it fails or refuses to carry out io duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the 
affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit " A " remain:.-.̂  
after excluding the voting interest of Operator. Such resignation or removal ahall not become effective until 7:00 o'clock A..M on the 
first day of the calendar month following the expiration of ninety (90) days after the giving oi notice of resignation by Operator or action 
by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the dunes of Operator at an earlier 
date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change cf a cor 
porate name or structure of Operator or transfer of Operator's interest to any single subsidiary, parent or successor corporation shall not 
be the basis for removal of Operator. 

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

C. Employees: 

The number of employees used by Operator in conducting operations hereunder, their selection, and the hours of labor and the 
compensation tor sen-ices pericrmed shall be determined by Operator, and all such employees shail be the employees oi Operator. 

D. Drilling Contracts: 

All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area, li it sc 
desires. Operator may employ its own tools ana equipment m uhe drilling of wells, but its charges therefor shall not exceed the prevailing 
rates in the area and the rate of such charges shaii be agreed upon by the parties in writing before drilling operations are commenced, and 
such work shail oe performed by Operator under the same terms and conditions as are customary and usual in the area in contracts of m 
dependent contractors who are doing work of a similar nature. 

ARTICLE V I . 

DRILLING AND DEVELOPMENT 

A. Initial Weil: 

On or before the. _day of_ 
^ . „ ODerati.cns for 

1 9 _ _ . Operator snail commence the aruling ot a well 
oil and gas at the following location: 

and shail thereafter continue the drilling of the well vith due diligence to 

unless granite or other practically onpenetracie suostance or condition in the hole, which renders further drilling impractical, ts en
countered at a lesser decth, or unless aii parties agree to compl-re or abandon the weL' a: a lesser depth. 

Ortrrst-- thai! make retssensble ters cf -il formations encountered during drlUn? which give indication ct containing oil arc 
gas in quantities sufficient to test, unless this agreement shall be limited in its application to a specific formanon ortormaoars. m which 
eveci Operator shall oe recuirec to test oniv the formation or formations to whicr. this agreement may apply " 
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ARTICLE VI 

continued 

1 Ii. in Operator's judgment, the well will not produce oil or gas in paying quantities, and it wishes to piug and abandon the 
2 we!! as 3 dry hoie. the provisions of Article M.E.I shsl! thereafter apply. 
3 
4 
5 
0 B. Subsequent Operations: 
7 

8 1. Proposed Operations: Should any party hereto desire to drill any well on the Contract Area other than the well provided 
9 for in Article VI.A., or to rework, deepen or piug back a dry hole drilled at the joint expense of all parties or a weil jointly owned by all 

10 the parties and not men producing in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall gn-e the 
- - other parties written notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma 
I - tion and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30; days after receipt oi the nouce 
15 within which to notify the parry wishing to do the work whether they elect to participate in the cost of the proposed operation. If a drill-
14 mg rig is on location, notice of a proposal to rework, piug back or drill deeper may be given by telephone and the response period shaii be 
15 limited to forty-eight (48) hours, exclusive of Saturday. Sunday and legal holidays. Failure of a parry receiving such notice to reply withm 
16 the period above fixed snail constitute an election bv that party not to participate in the cost of the proposed operation. Anv notice or 
17 

response given by telephone shall be promptly confirmed in writing. 
18 
19 
20 
21 If all parties elect to participate in such a proposed operation. Operator shall, within ninety (90) days after expiration of the nouce 
22 period of thirty (30) days (or as promptly as possible after the expiraoon of the forty-eight (48) hour period when a drilling rig is on loca-
23 tion. as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all par-
24 ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties. 
25 for a period of up to thirty (30) additional days if. in the sole opinion of Operator, such additional time is reasonably necessary to obtain 
26 permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete utie ex 
27 aminauon or curaove maner required for title approval or acceptance. Notwithstanding the force majeure provisions of Article XI. if the 
2S actual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein ar.d 
29 ii any party hereto still desires to conduct said operation, written notice proposing same must be resubmitted to the other parties in accor-
30 dance with the provisions hereof as if no prior proposal had been made. 
31 
32 
33 
34 2. Operations by Less than All Panies: Ii any pany receiving such notice as provided in Article M.B.I, or Ml.D.l. (Option 
35 No. 2̂  elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this Article, the parry or parties 
36 giving the notice and such other parties as shall elect to participate in the operanon shall, within ninety (90i days after the expuatior. or 
37 tile nonce period of thirty (30) days (or as promptly as possible after the expiration of me tony-eight (48) hour period when a drilling rig is 
38 on location, as the case may be) actually commence the proposed operation and complete it with due diiigence. Operator shaii oeriorm ail 
39 work for the account of the Consenting Parties: provided, however, ii no drilling rig or other equipment is on location, and ii Operator is 
40 a Non-Consenung Parry, the Consennng Parties shall either: (a) request Operator to periorm the work required by sueh proposed opera 
41 tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parries as Operstor to perform such work. Cor. 
42 sennng Panies. when conducting operations on the Contract Area pursuant to this Article M.B.2., shall comply with all terms and con-
43 ditions of this agreement. 
44 
45 
46 
47 Ii less than ail parties approve any proposed operanon. the proposing party, immediately after the expiraccr o; the applicable 
48 notice period, shall advise the Consenting Parties of the total interest of the parties approving such operanon and its recommendation as 
49 to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Parry, within forry-eaghr (48) hours 
50 (exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, shall advise the proposing parry of its denre to ,'a) limit par 
51 ticspauon to such party's interest as shown on Exhiuu "A'* or fo) carry its proportionate pan of Ncn-Consenting Parses' interests, anc 
52 failure to adnse the proposing pin y shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted ;or 
53 such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and Segal holidavsl The proposals pany. 
54 it its election, njay withdraw such proposal if there is insufficient pansopation and shail promptly noofv ail parties ot such decision. 
55 
56 
57 
58 The entire cost and nsk of conducting sueh operations shall be borne by the Consenting Parties in the proportions they have 
59 elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involved in sucn 
60 operations free and clear of all liens and encumbrances of evsy kmd created by or arising from the operations of the Consensss Panies. 
61 If such an operation results in a dry hoie. the Consenting Parties shall plug and abandon the weil and restore the suriace iocaaoc at the:r 
62 sole cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of thts Article resuls r. a pre-
63 ducer of oil and/or gas in paying quantises, the Consenting Fames shall complete and equip the well to produce at then- sole cost and rts*. 
64 
65 
66 
67 
68 
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ARTICLE VI 
continued 

1 and tne weii thai! then be turned over to Operator and shail be operated by it at the expense and tor the account ot tht Consenung Par 
2 ties Upon err-imcemcnt c: orvrit.;.n> tor the drilling, reworking deepening cr piutg:.-.* c^.-i c: .ir.;. sucr. well by Consenting Purt.v 
5 in accordance with the provisions oi this Arucie. each Non-Consenting Party shall be deemed to have relinquished to Consenting Pa.-tio. 
4 and the Consenting Parties shall own and be enntied to receive, in proportion to their respective interests, all of such Non-Consenting 
5 Parry's interest in the sell and share oi production therefrom unol the proceeds of the sale of such share, calculated at the weil. or 
6 market value thereof if such share is not sold. ;atter deducting production taxes, excise taxes, royalty, overriding royalty and other ir. 
7 terests not excepted by Arucie IU.D. payable out of or measured by the production from such well accruing with respect to such interest 
8 until it reverts) shall equal the total of the following: 
9 

10 
11 

1- ia- lOOfo of each such Non-Consenting Party's share ot the cost of any newly acquired surface equipment beyond the wellhead 
15 connections (including, but not limited to. stock tanks, separators, tr eaters, pumping equipment and ptping:. plus 100/i of each such 
14 Non-Consenting Party's share of the cost of operanon of the well commencing with first production and continuing until each such Ncn 
15 Consenting Party's relinquished interest shall rev en to it under other provisions of this Article, it being agreed that each Non 
16 Consenting Pany's share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenting 
17 Parry had it participated in the well from the beginning of the operations: and 
18 
19 
20 
21 rt>i 300 % of that ponion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing. 
22 after deducting any cash contributions received under Article Vffl.C. and '300 f. of that portion of the cost of newly acquired equip 
23 ment in the well (to and including the wellhead connections), which would have been chargeable to such Non-Consennng Pany if it had 
24 panicrpated therein. 

25 
26 
27 

28 An election not to pamcipate in the drilling or the deepening of a weil 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 eiecnon appiied that is 
30 conducted at any time pnor to full recovery by the Consenting Paroes oi the Non-Consenting Pany's recoupment account. An> such 
31 reworking or plugging back operanon conducted during the recoupment period shall be deemed pan of the cost of operation oi said weil 
32 md there shall be added to the sums to be recouped by the Consenting Parties one hundred percent fICOfc •• of that portion of uhe costs of 
35 the reworking or plugging back operation which would have been chargeable to such Non-Consenting Pany had it participated therein. I: 
34 such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article VLB. shail be ac 
35 piicable as between said Consenting Panies in said well. 
36 

37 

58 
39 During the period ot time Consenting Parties are entitled to receive Non-Consenting Pany's share ot production, or the 
40 proceeds theretrom. Consenting Parties shall be responsible for the payment of all production, severance, excise, gathering and other 
41 taxes, and all royalty, overriding royaitv and other burdens applicable to Non-Consenting Pany's share of production net excepted b\ Ar 
42 ucle Hl.D. 
43 
44 
45 
46 In the case of any reworking, plugging back or deeper drilling operation, uhe Consenting Paroes shall be permittee tc use. tree 
47 of cost, ail casing, tubing and other equipment m the well, but the ownership of all such equipment shall remain unchanged, and uoon 
48 abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Panies shall account toi aii such equir 
49 ment to the owners thereof, with each pany receiving its proportionate part in kind or in value, less cost of saivag?. 
50 
<i 

5: 
55 Withm sixty (60i days after the completion of any operation under mis Amcie. the pany conducting the operations for the 
54 Consenting Panies shall furnish each Non-Consenting Pany with an inventory of the equipment in and connected to the well, and sr. 
55 itemized statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the well for production: cr. a; .-A 
56 option, the operating pany. in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly hii; 
57 ings. Each month thereafter, dunng the time the Consenting Paroes are being reimbursed as provided above, the pany conducting the 
5S operations for the Consenting Parties shaii tumtsh the Non-Consenting Panies with an itemized statement ot ail costs and iiabiiitie? ;:. 
59 cuned m the operation of the well, together with a statement of the quantity of oil and gas produces frsm it and the amount of proceecs 
60 realized from the sale of the well's working interest production dunng the preceding month, ln determining tne quantity of oil and gas 
61 produced during any month. Consenting Panies shaii use industry accepted methods such as. but not lirniteo tc metering or pe-:oc.c 
62 well tests. Any amount realized from the saie or other disposition ot equioment newly acquired in connection witr. any such operation 
63 which would have been owned by a Non-Consenting Pany had it participated therein shall be credited against the totai unretumed costs 
64 of the work dene and of the equipment purchased in determining when, the interest of such Ncn-Consenting Part-, snail revert tc it as 
65 above provided: and ii there is a credit baar.ee. it shall be paid to such Non-Conser.r.ng Party. 
66 
6" 
68 
69 
70 
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ARTICLE VI 
continued 

1 ii ar.d when, cht Consenting Parties recover trom a \cn•Consenting Party's relinquished interest the amoun-.s provided ':r K V M 
2 the reimoutshed interest* of such Ncn-Cm^nting Party shall automatically rev en to it. and. from and alter such reversion, such Non 
3 Consenting Pany shall own the same interest in such weii. the material and equipment in or pertaining thereto, and the production. 
4 therefrom as such Non-Consenting Pany would have been entitled to had it participated m the drilling, reworking, deepening or plugging 
5 back oi said well. Thereafter, such Non-Consenting Pany shall be charged with and shall pay ia proponionaie pan ot the further costs o; 
6 the operation of said well in accordance with the terms oi this agreement and the Accounting Procedure attached hereto. 
7 
8 
9 

10 Notwithstanding the provisions of this Article M.B.2.. it is agreed that without the mutual consent of all panies. 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 weii conforms to the then-existing weil spacing pattern for such source of supply. 
13 
14 
15 
16 The provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Article VI.A 
17 except (a) as to Article VH.D.l. (Option No. 21 if selected, or (b) as to the reworking, deepening and plugging back of such lniual well 
18 after it has been drilled to the depth specified in Article VIA. if it shall thereafter prove to be a dry hole or. if initially completed for pro-
19 auction, ceases to produce in paying quantities. 
20 

21 
22 
23 3. Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been 
24 completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a pany's nonce proposing a 
25 reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as pan of the drilling or deepen-
26 ing operanon just completed. Stand-by costs subsequent to all parties responding, or expiraoon of the response time permitted, whichever 
27 first occurs, and pnor to agreement as to the participaung interests of all Consenting Parties pursuant to the terms of the second gram-
28 maocal paragraph of Article VLB.2. shall be charged to and borne as pan of the proposed operation, but if the proposal is subsequently 
29 withdrawn because ot insufficient participation, such stand-by costs shall be allocated between the Consenting Parties ui the proponion 
30 each Consennng Pany's interest as shown on Exhibit " A " bears to the total interest as shown on Exhibit " A " of all Consenting Par 

31 ties. 
32 
33 
34 
35 4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a "deepening" cperr.ion shall 
36 also be applicable to any proposal to directionaily control and intentionally deviate a well from vertical so as to change the bottom hoie 
37 location (herein caiied "sidetracking"";, unless done to straighten the hole or to drill around junk in the hoie or because of other 
38 mechanical difficulties. Any party having the right to panicipate in a proposed sidetracking operation that does not ow-n an interest in the 
39 affected well bore at the time cf the .-.ouce shail. user, electing ts participate, tender to the well bore owners its proportionate snare .ec_i. 
40 to its interest in the sidetracking operation) of the value of that ponton of the exiting well bore to be utilized as follows. 
41 
42 
43 
44 (a) If the proposal is for sidetracking an existing dry hole, reimbursement shail be or. the basis ot the actual costs incurred in 
45 me initial drilling of the weil down to the depth at which the sidetracking operation is initiated. 
46 
47 
48 
49 (b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis of the weil's 
50 aalvable materials and equipment down to the depth at which the sidetracking operation is initiated, determined in accordance with tn* 

51 provisions of Exhibit "C". less the estimated cost of salvaging and the estimated cost of plugging and abandoning. 

52 
53 
54 
55 In the event that nooce for a sidetracking operanon is given while the drilling rig to be utilized is on locanon. the response period 
56 shall be iimited to forty-eight (48) hours, exclusive of Saturday. Sunday and legal holidays; provided, however, any pany may request and 
57 receive up to eight (8) additional days after expiraaon of the forty-eight (48) hours within which to respond by paying for all stand-by time 
58 incuned dunng such extended response period. If more than one parry eiects to take such addiaonal arse to respond to she notice, stand-
59 by costs shall be allocated between the paroes taking addiaonal time to respond cn a day-to<iay basts in the proportion each electing par-
60 ty's interest as shown on Exhibit " A " bears to the total interest as shown on Exhibit " A " of all the electing parties. In all other in-
61 stances me response period to a proposal for sidetracking shall be limited to thirty (30) days. 

62 
63 
64 
65 C. TAXING PRODUCTION IN KIND: 
66 
6" Each panv shall take in kind or separately dispose cf its proportionate shirt of all ou and gts produced from the Con trie. Area. 
6S exclusive of productsen which may be u:ed in devtlspment and producing eperations and ia preparing and treating eil and gas for 
69 markets: z P'tr-wset tr.c --ocuruon unavotdabiv lest Anv extra eT-vH-T.r; innr-rd in -hr nkire in kind or separate dtstxsit'O* bv ar.' 
70 pa—%• of its «repereonate shire ct the procumcn shall be boms by such parry. Any pt—y taking its share ot production a bad shall br 



5tA3P:u.TORM blO - MODEL FORM OPERATING AGREEMENT • 1982 

ARTICLE VI 
continued 

1 required so pay for onl> its proportionate share of such part of Operator's surface facilities which it uses. 

3 Each party shaii execute such division orders and contracts as may be necessary for the sale of io interest in production trorr 
4 the Contract Area. and. except as provided in Article VT1.B.. shall be entitled to receive payment directly from the purchaser thert-r: tt.r 
5 its share of all production. 
6 

" In the event any party shaii fail to make the arrangements necessary to take in kind or separately dispose of its proportionate s.-.-rt y. 
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 net 
9 the obiigation. to purchase such oil or sell it to others at any time and from time to time, for the account of the non-taking party at tht 

10 best price obtainable in the area for such production. Any such purchase or sale by Operator shall be subject always to the right ot the 
11 owner of the production to exercise at any time its right to take m kind, or separately dispose of. its share of all oil not previous!;. 
12 deiivered to a purchaser Any purchase or sale by Operator of any other party's share of oil shall be only for such reasonable pencds o: 
13 nme as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a period m 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 or 
17 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 saies tc 
18 be allocated to it. the balancing or accounting between the respective accounts of the parties shall be in accordance with any gas balancing 
19 agreement between the parties hereto, whether such an agreement is attached as Exhibit "E". or is a separate agreement. 
20 

21 0. 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 books 
25 and records relating thereto. Operator, upon request, shall furnish each of the other parties with copies of all forms or reports fiied with 
26 governmental agencies, daiiy drilling reports, well logs, tank tables, daily gauge and run tickets and reports of stock on hand at tht tirs: c 
27 each month, and shall make available samples of any cores or cuttings taken from any well drilled on the Contract Area The ccs: o; 
28 gathering and furnishing information to NonOperator. other man that specified above, shaii be charged to the Non-Operator that r<r 
29 quests the information. 
30 
31 E. Abandonment of Wells: 
32 

33 1. Abandonment cf Dry Holes: Except for any well drilled or deepened pursuant to Article VLB.2.. any weii which has beer. 
34 drilled or deepened under tne terms of this agreement and is proposed to be completed as a dry hole shall not be plugged and abandoned 
35 without the consent of all parties. Should Operator, after diiigent effort, be unable to contact any pany. or should any party fail tc re?'.;. 
36 within feny-eight '48': hours 'exclusive of Saturday. Sunday and legai holidays; after receipt of notice ot the propesai to plug ar.d abandon 
?" such well, such parry shall be deemed to have consented to the proposed abandonment. A1J such weils shaii be piugged and abandoned m 
38 accordance with applicable reguianons and at the cost, risk and expense of the parties who pamcpated in the cost drilling or dewering 
39 such well. Any pany who obiects to plugging and abandoning such weil shail have the ngnt to take over the weil and conduct turt.-.er 
40 operations in search of oil and-or gas subject to the provisions of Article VLB. 
41 

42 2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conoucted 
43 hereunder tor which the Consenting Parties have not been fuliy reimbursed as herein provided, any well which has been completed is a 
44 producer shail not be piugged and abandoned without the consent of all panies. if all panies consent ts such abandonment, the well shall 
45 be plugged and abandoned in accordance w.th aeplicabie regulations anc at the cost, risk and expense ci all the parties ntretr.-•L. wi:h-.r. 
46 thirty (30i days after receipt of nouce of the proposed abandonment of any well, all parties do not agree to the abandonment ot such well. 
4 • those wishing to continue its operation from the interval(s) of the formatiomsi then open to produenon shall tender tc each ot the other 
48 parties its proportionate share of the value of the well's salvabie material and equipment, determined in accordance with tne provisions ci 
49 Exhibit "C". less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning pany shaii iss:;r. 
50 th e non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment an; 
51 material, all of its interest in the weii and related equipment, together witn its interest in tne leasehold estate as to. but omy as to. me :r. 
52 terval or intervals of the formation or formanons then open to production. If the interest of the abandoning party is or includes an oil ans 
53 gas interest, such pany shall execute and deliver to the non-abandening pany or parties an oil and gas lease, limited to the interval or in 
54 tervals of the tormanon or formanons then open to production, tor a term of one (1) year and so long thereafter as oil and.or gas is pre-
55 duced from the interval or intervals of me formation or formations covered thereby, such lease to be on the form attached as E.xhibi: 
56 
57 
58 
59 
60 

61 
62 

6? 
64 
65 
66 
&7 

6? 
69 
70 
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ARTICLE VI 
continued 

1 "8 • The assignments or leases so limited shall encompass the "drilling unit" upon which the weii is located. Tr.e payments by. and the 
2 assignments or leases to. the assignees shall be m a ratio based upon the relattenshtr- ot the:* re-r-c:i\ r percentage r: r-.-ticipauon in the 
5 Comrict Area to tht aggregate oi the percentages oi partiapation m the Contract Area ot all assignees. There sr.aii oe no readjustment ot 
4 interests in the remaining portion of the Contract Area. 

5 

6 Thereafter, abandoning panies shall have no further responsibility, liability, or interest in the operation of or production from 
7 the well in the interval or intervals then open other than the royalties retained in any lease made under the terms oi this Amcit Upon rt-
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 templated by this agreement, plus any additional cost and charges which may arise as the result of the separate ownership of the assignee 

10 well. Upon proposed abandonment of me producing tntervalisi assigned or leased, the assignor or lessor shall then have the option to 
11 repurchase its prior interest in the well iusmg the same valuation formula' and participate in further operauons therein subject to the pro-
12 visions hereof. 

•5 
14 3 Abandonment of Non-Consent Operauons: The provisions of Article V L L l . or VLE.2. above shall be applicable as between 
15 Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles: provided, however, no well shall be 
16 permanently piugged and abandoned unless and until all parties having the right to conduct further operations therem have been notified 
17 oi the proposed abandonment and afforded the opportunity to den to take over the well in accordance with the provisions of this Article 
18 VLE 
19 
20 ARTICLE V I I . 
2 1 EXPENDITURES AND LIABILITY OF PARTIES 
22 

23 A. Liability of Parties: 
24 

25 The liability of the parties shall be 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 me Contract Area. Accordingly, the bens granted 
27 among the parties m Anicle VU.B. are given to secure only the debts of each severally. It is not the intention of the panies to create, nor 
2R shall this agreement be construed as creating, a mining or other partnership or association, or to render the parties 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 me Contract Area, and a security interest in its share 
3? of oil and.or gas when extracted and its interest m all equipment, to secure payment of its share of expense, together with interest thereon 
34 at the rate provided in Exhibit "C"\ To the extent that Operator has a security interest under the Uniform Commercial Code of the 
35 state. Operator shail be enntled tc exercise the rights and remedies of a secured pany under me Code. Tne bringing of a suit ar.d the ch 
36 tawing of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise afiect the her. 
37 rights or security interest as security for the payment thereof. In addition, upon desault by any Non-Operator m the payment ci its snare 
38 of expense. Operator shail have the right, without prejudice to other rights or remedies, to collect trom the purchaser the proceeds ir?— 
39 the sale of such Non'-Operator's share oi oil and or gas until the amount owed by such Non-Operator, plus interest, has been paid. Each 
40 purchaser shall be entitled to rely upon Operator's written statement concerning the amount of any detauit. Operator grants a like lien 
41 and security interest to the Non-Operators to secure payment of Operator's proportionate share of expense. 
42 
43 If any pany fails or is unable to pay its share of expense within sixty (60; days after rendition of a statement thereto' b\ 
4-5 Operator, the non-defaulting panies. including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion thj: 
45 the interest oi each such pany bears to the m.erest of ai! such parnes. Each pany so paying its share of the unpaid amount shall, to obtain 
46 reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph. 
47 
48 C. Payments and Accounting: 
49 
50 Except as herein otherwise specifically provided. Operator shall promptly pay and discharge expenses incuned in the deveiormer.: 
51 and operation ol the Contract Area punuant to this agreement and shaii charge each of the parties hereto with their respective proper 
52 Donate shares upon the expense basis provided in Exhibit "C". Operator shaii keep an accurate record of the ;omt account hereunce-
53 showing expenses mcuned and charges and credits made and received. 
54 
55 Operstor. it its election, shall have the right from time to time to demand and receive from the ether parties payment in advance 
56 of their respective shares of me estimated amount of the expense to be incuned in operations hereunaer dunng the nest succeeding 
57 month, which right may be exercised only by submission to each such pany of an itemited statement of such estimated expense, tocether 
58 with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shail be submitted 
59 eg or_before, 'Xi 20tr. day ot the next preceding month. Each party shall pay to Operator its proportionate share c: such estimate wn.n.-. 
60 StBEDCtoC-ays'after such estimate and invoice is received If any parry fails to pay its share of said estimate within saic time, the amount 
61 due shall bear interest as provided in Exhibit "C" until paid. Proper adjustment shall be made monthly between advances arte actual ex 
62 pense tc the end that each pany shall bear and pay its proportionate share of actual expenses incuned. and nc mere 
63 
64 D. Limitation of Expenditures: 
65 
66 I . Dr.il or Dee:*.".- Without the consent of ail panies. no well shall be drilled or deepened, except any well drilled or deepened 
67 pursuant to the provisions of Arucie Vl.B-2. oi this agreement. Consent to the drilling cr deepening shall include: 
68 
i v 

TO 
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ARTICLE VII 
continued 

1 CZ Option Nc. 1: All necessary expenditures for the drilling or deepening, testing, completing and equipping of the well, mciudi.-.i: 

2 necessary tankage and or surface facilities 

3 
4 t Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When such well has reached us 
5 authorized depth, and all tests have been completed, and the results thereof furnished to the paroes. Operator shall give immediate notiwv. 
6 to the NonOperators who have the right to participate in the completion costs. The parties receiving such notice shall have torty-euth: 
7 (48) hours (exclusive of Saturday. Sunday and legal holidays; in which to elect to participate in the setting of casing and the complete-, r. 
8 tempt. Such election, when made, shall include consent to all necessary expenditures for the completing and equipping of such well, in-
9 eluding necessary tankage and or surface facilities. Failure of any party receiving such notice to reply within the period above tixed sh-l! 

10 constitute an eiection by that party not to participate m the cost of the completion attempt. Ii one or more, but less than all ol the parties. 
11 eiect to set pipe and to attempt a completion, me provisions of Article VI.B.2. hereof (the phrase "reworking, deepening or piuggint 
12 back" as contained in Article VI.B.2. shall be deemed to include "completing"; shall apply to the operauons thereafter conducted h\ less 
13 than all parties. 
14 
15 2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged back except a well reworked or 
16 plugged back pursuant to me 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 tankage 
IS and/or surface facilities. 
19 
20 3. Other Operations: Without me consent of all parties. Operator shall not undertake any single project reasonable estimates 
21 to require an expenditure in excess nf F i f t v thousand and no /100 i v i i ^ ; i 5 0 , 0 0 0 . 0 0 
22 except in connection with a well, me drilling, reworking, deepening, completing, recompleting. or plugging back of which has beer. 
23 previously authorized by 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 iu opinion are require? 
25 to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other 
26 parties. I > 6 w - m n u n n i u i i i n i ' ! m»iiu.'my!im*m*m*~Z*imm.j .J.Orm>*'J\ ....•! !j!....< •'.!' -Hi. 0 r

 1 

2S ft^j^^r-Tejse^sasxjrs-tasai-r-riisBa^j ^atas^sassa^gg^SsyTSBWgrl. 

29 
30 £. Rentals, Shut-in Well Payments and Minimum Royalties: 

31 
32 Rentals, shut-in well payments and minimum royalties which may be required under the terms oi any lease shall be paid b> the 
33 party or parties who subletted such lease to this agreement at its or their expense. In the event two or more parties ow-n 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 ar.d on 
35 behalf of all such parties Any party may request, and shall be entitled to receive, proper evidence of all such payments In tne even: of 
JO iailure to make proper pavment of any rental, shut-in w-ei! payment or minimum royalty through mistake or oversignt where sucn pj> 
37 ment is required to continue the iease in force, any loss which results irom such non-payment shall be borne in accordance with the pre-
3£ visions of Articie IV 5.2. 
39 
40 Operator shaii notify Non-Operator of the anticipated completion of a shut-in gas weil. or the shutting in or return to production. 
41 of a producing gas well, at least five <5'i days (excluding Saturday. Sunday and legal holidays:, or at the earliest ooportur.itv permittee h\ 
42 circumstances, prior to taking such action, but assumes no liability for failure to do so. In the event oi failure by Operator to so notif-. 
43 Non-Operator, the loss of anv iease contributed hereto by Non-Operator for failure to make timely payments oi an;, shut-in well psvment 

44 shall be borne jointly by the parties hereto under the provisions of Article IV.B.5. 

45 
46 F. Taxes: 
47 
48 Beginning with the first calendar year after me effective date hereof. Operator shail render for ad valorem taxauon al! proper;. 
49 subject to this agreement which by law should be rendered for such taxes, and it shail pay all such taxes assessed thereon before tne • 
50 become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator mformaoon as to burdens (to include, but not 
51 be limited to. royalties, overriding royalties and production payments) on leases and ci! and gas interest: contributed by sue.-. Ncn 
52 Operator. If the assessed valuation of any leisehold estate is reduced by reason of its being sumect to outstanding excess royalties, over 
53 riding revalues or production payments, the reduction m ad valorem taxes resulting therefrom shail mure to the benefit of the owner ar 
54 owners of such leasehold estate, and Operator shall adiust the charge to such owner or owners so as to reflect me benefit of sucn reduc-
55 tion Ii the ad valorem taxes are based in whole or in part upon separate valuations of each parry'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 parry's working interest. Operator shall bill the other parties tor their proportionate shares of all tax payments •-. 

5g the manner provided in Exhicit "C". 

59 
60 If Operator considers anv tax assessment imorocer. Operator may. at its discretion, protest within the time and rr.cn.n--
61 prescribed bv law. and prosecute the protest to a tinai determination, unless all parties agree tc aoancon tne protest prior to tins! ceter 
62 raaaccn. Dunng the pendency of administrative or ludidai proceedings. Operator mav eiect to pay. under prrtev. ail such taxes inc znv 
63 interest and penaltv. When any such protested assessment shail have been anally determmec. Operator snail pa;, the tax for the som.: ac-

64 count, together with an-, interest and penalty accrued, and the total cost shall then be assessed against the parties md be paid by them. a< 

65 provided m Exhibit "C". 

66 
6" Eacn parr.- shall pav or cause to be paid a* production, severance, excise, garnering and ether taxes imocseo upon sr w-th resrec- t-
6S the production cr handling of such party's share cf oil and/or gas produced under the terms cf this agreement. 
69 

•10-
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ARTICLE MI 
corstirued 

1 G. Insurance: 

2 
3 A: i i . times while operations are conducted hereunder. Operator shall comply with the workmen's comr-r.satior. •:: 
4 the sure where the operauons are being conduced: provided, however, that Operator may be a self-insurer for liability under saic ..orr. 
5 pensation laws m which event the only charge mat shall be made to the joint account shall be as provided in Exhibit "C". Operator shall 
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 par; 
7 hereof. Operator shall require all contractors engaged in work on or ior the Contract Area to comply with me workmen's compensation 

8 law of the state where the operauons are being conducted and to maintain such other insurance as Operator may require 

9 

10 In the event automobile public liability insurance is specified in said Exhibit " D " . or subsequently receives the approval o: thi
l l parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive equipment. 
12 
13 ARTICLE VI I I . 
14 ACQUISITION. MAINTENANCE OR TRANSFER OF 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 ail parties consent thereto. 

20 
21 However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do not 
22 agree or consent thereto, the parry 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 be located thereon and any rights in production 
24 thereafter secured, to the panies not consenting to such surrender. If the interest of the assigning pany is or includes an oil and gas m 
2*i terest. the assigning pany shail execute and deliver to the pany or parties not consenting to such sunender an oil and gas iease cove.-.nc 
26 such oil and gas interest for a term oi one '111 year and so long thereafter as oil and.or gas is produced trom the land covered thereby, such 
2" lease to be on me torm attached hereto as Exhibit " B " . Upon such assignment or lease, the assigning pany shall be relieved from all 
2f> obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of an> well 
29 attributable thereto, and the assigning pany shail have no further interest in the assigned or leased premises and its equipment and pro-
30 dunion other than the royalties retained in any lease made under the terms of mis Article. The pany assignee or lessee shaii pa> tc the 
31 pany assignor or lessor the reasonable salvage value of the latter's interest in any wells and equipment attributable ttTihe assignee or ieis-
32 ed acreage. The vaiue ot all material shail be determined in accordance with the provisions of Exhibit "C". less the estimated cost ci 
33 salvaging and the estimated cost of plugging and abandoning. if me assignment or lease is in favor of more than one party. the interest 
3̂  shall be shared by such panies in me proponions that the interest of each bears to the total interest of al! such parties 

35 
3o Any assignment, lease or sunender made under this provision shall not reduce or change the assignor's, lessor s or surrendering 
37 pany's interest as it was immediately before the assignment, lease or sunender in the balance ot the Contract Area: ano the acreage 
3K assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this 
39 agreement. 
40 

41 B. Renewal or Extension of Leases: 

42 
43 If any party secures a renewal of any oil and gas lease subttct to this agreement, all other parries shail be notified prompt':;.. and 
4A shall have the right for a period of thirty (30. days following receipt of such notice in which to eiect to participate m the ownership of t--.c 
45 renew-a! lease, insofar as such iease affects lards within the Contract Area, by paying to the party who acquired :r their several proper pro-
46 portionate shares c: the acquisition cost allocated to that pan oi such lease within the Contract Area, which shall be in proportion tc the 

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

48 
49 If some, but less than all. of the parties eiect to participate in the purchase of a renewal lease, it shall be owned by uie parties 
50 who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Arc: 
51 to the aggregate of tne percentages oi participation. :n the Contract Ares of ill parties participating m the purchase of such renewal . e i v C 

52 Any renewal lease in which less than ail parties eiect to participate shall not be subtect to this agreement. 

53 
54 Each pany who participates ir, the purchase of a renewal lease shail be given an assignment of its proportionate interest there:-. 

55 by the acquiring pany. 

56 
5"" The provisions of tht* Article shall appiy to renewal leases whether they are for me entire interest covered by the expiring lease 
5« or cover oniv a portion of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor lease, c- taker, or 
59 contracted lor within six 161 months after the expiration of the existing lease shall be subject to this provision: but any lease taken or-
60 tracted for more than six ;'6i months aiter the expiration of an existing lease shaii not be deemed a renewal iease and shall r.z: oe SUCTC- :: 
61 the provisions of this agreement. 
o2 
65 The provisions in this Article shall also be applicable to extensions of oi! and gas leases. 
64 
65 C. Acreage or Cash Contributions: 
«-
6" While this agreemen: is m :crce. if an\ pany contracts ior a contribution of cash towards tne drill;.-.! c: a well cr any other 
68 operation on the Contract Area, such contribution shall be paid tc the pany who concucted the drilling cr o-.-.cr operation, anc shall be 
cv applied bv it against the cost of sucn. drilling or etr.er operation. Is the contribution be in the torm of acreage, me part-. :o »n.sm. ir.r con 
70 tr.buucn is made shall promptly tender an assignment of the acreage, without wananty of titie. to the Drilling Panies ir. tne proportion! 

•11 
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ARTICLE M i l 
continued 

1 said Drilling Faroes shared the cost of drilling the weil. Such acreage shail become a separate Contract Area and. to the extent possible-, bt 
2 governed b\ provisir-r.s identical to this agreement Each party shall promptly notify all other parries of any acreage or cash contnhutir-n* 
3 it may obtain in support oi any well or any other operation on the Contract Area. Tne above provisions shall also be applicable to or 
4 tional rights to earn acreage outside the Contract Area which are in support of a well drilled inside the Contract Area. 
5 
6 If any pany contracts for any consideration relating to disposition of such party's share of substances produced hereunder, such 
7 considerauon shall not be deemed a contribution as contemplated tn this Arucie VIII.C. 
8 
9 D. Maintenance of Uniform Interest: 

10 
11 For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by this agreement, no 
12 pany shall sell, encumber, transfer or make other disposition of iu interest in me leases embraced within the Contract Area and tn wells. 
13 equipment and production unless such disposition covers either: 
14 
15 1. the entire interest oi the pany 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 by any pany shall be made expressly subject to this agreement 
20 and shall be made without prejudice to the right of the other parties. 
21 
22 Ii . at any time the interest of any pany is divided among and owned by four or more co-owners. Operator, at its discretion, mav 
23 require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for 
24 and approve and pay such pany s share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such 
25 pany's interest within the scope of the operations embraced in this agreement; however, all such co-owners shall have me right to enter 
26 into and execute all contracts or agreements for me disposition of their respective shares of the oil and gas produced frcm the Contract 
27 Area and they shail have the nght to receive, separately, payment oi the sale proceeds thereof. 

28 
29 E. Waiver of Rights to Partition: 
30 
31 If permitted by the laws of me state or states in which the property covered hereby is located, each pany hereto owning an 
32 undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its undiviceo 
33 interest therein. 
34 
35 F. Preferential Right to Purchase: 

36 
3" Should any party desire tc sell ail or any pan of its interests under this agreement, or its rights and interests tn the Contract 
38 Area, it shall promptly give written notice to the other parties, with full informauon concerning its proposed sale, which shall include the 
39 name and address of the prospective purchaser ;who must be ready, willing and abie to purchase:, the purchase price, and all other term: 
40 of the offer. Tne other parties shaii then have an optional prior right, for a period of ten v!0'< days after receipt of me nouce. to purchase 
4! on the same terms and conditions the interest which the other parry proposes to sell: and, if this optional right is exercised, the purchas-
42 mg parnes shall share the purchased interest in the proportions that me interest of each bears to the totai interest of ail purchasing par 
4? ties However, there shall be no preferential right to purchase in those cases where any party wishes to mortgage its interests, cr tc 
44 dispose of its interests by merger, reorganization, consolidation, or saie of ail or substantially all of its assets to a subsidiary or paren: com-

45 pany or to a subsidiary of a parent company, or to any company in which any one pany owns a maiority of the stock 

46 
4" ARTICLE IX. 

4? rNTERNAL REVENUE CODE ELECTION 
49 
50 Tnis agreement is not intended to create, and shail not be construed to create, a relationship of partnership or 'an associauon 
5; (or profit between, or among the panies hereto Notwithstanding any provision herein that me rights and liabilities hereunder are seversl 
52 and not joint or collective, or that this agreement and operaoens hereunder shaii not consntute a partnership, i i . for federal income 
55 purposes, this agreement and the operauons hereunder are regarded as a partnership, each pany hereby affected elects to be exdudec 
54 from the appiicauon of all of me provisions of Subchapter " K " . Chapter 1. Subntle " A " , of the Internal Revenue Code of 1954. as per 
55 mined and authorized by Section 761 ot me Code and me regulations promulgated thereunder. Operator is authorized and directed to ex 
56 ecute on behaii of each pany hereby atfected such evidence of mis election as may be required by me Secretary of the Treasury of tne 
57 United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns, statements. 
58 and the data required oy Federal Regulations 1.761 Shouid there be sny requirement that each pany hereby affected give further 
59 evidence of this election, each such pany shall execute such documents and furnish such other evidence as may be required by the 
60 Federal Internal Revenue Service or as may be necessary to evidence this eiection. No such parry shail give any notices or take an% other 
61 action inconsistent with the election, made hereby. !f any present or-future income tax laws ci the state or states in which the Contract 
62 Area is located or any future income tax laws of tne United States contain provisions similar to those in Subchapter " K " . Chapter 1. 
63 Subtitle " A " , of the Internal Revenue Code af 1954. under which an election similar to that providec oy Section 761 of the Code is per-
fyi muted, each panv hereby affected shall make such election as mav be permitted or required bv such laws. In making the foregoing eiec 
65 uon. each such pany states mat the income derived ov such pany from operations hereunder can oe aceouately determined without tne 

66 computation of partnership taxable income. 

6T 
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I ARTICLE X. 

: CLAIMS AND LAWSUITS 
? 

4 Operator may settle any single uninsured third pany damage claim or suit arising from operations hereunder ii the erper.duu.-f 
5 does not e»rwd Ten thousand and 00 /100 rv»M.-,-< 

6 '* 1 0 . 0 0 0 . 0 0 \ and ii the payment is in complete settlement of such claim or suit, lf the amount required for settlement e\ 
7 ceeds the above amount, the parties hereto shall assume and take over the further handling of the daim or suit, uniess such author:!} is 
8 delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex 
9 pense of the panies participating in the operation from which the ciaira or suit arises. If a claim is made agamst any pany or if any party is 

10 sued on account of any matter arising from operations hereunder over which such individual has no control because of the rights given 
I I Operator by this agreement, such pany shall immediately notify all other parties, and the claim or suit shall be treated as any other claim 
12 or suit involving operauons hereunder. 

13 
14 ARTICLE X I . 

15 FORCE MAJEURE 

N-
17 If any pany is rendered unable, wholly or in pan. by force majeure to carry out its obligations under this agreement, other than 
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 pany giving the notice, so far as they are affected by the force 
20 majeure, shall be suspended during, but no longer than, the continuance of the force majeure. The affected party shall use all reasonaoU-

21 diligence to remove the force majeure situauon 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 labor difficulty by the pany involved, contrary to its wishes; how all such difficulties shall be handled shall be entire!) 
25 within the discretion of the pany concerned. 
26 
27 The term '"force majeure", as here employed, shail mean an act of God, strike, lockout, or other industrial disturbance an c: 
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 any other cause, whether of the kind specifically enumerated above or otherwise, which is 
30 not reasonably within the control ot the party claiming suspension. 
31 
32 ARTICLE XI I . 

33 NOTICES 
34 
35 All notices authorized or required between the panies and required by any of me provisions of ma agreement, uniess otherwise 
3<5 specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed tc 
37 the parties to whom the nonce is given at the addresses listed or. Exhibit " A " . The originating notice given under any provision r.erec: 
38 shall be deemed given oniy when received by the pany to whom such notice is directed, and the time for such pany to give IT.) no:;:? s. 
39 response thereto shall run trom the date the originaung notice is received. The second or any responsive notice shall be deemed giver. 
40 when deposited m me maii or with die telegraph company, with postage or charges prepaid, or sent by telex or telecopier Each pan;, 

41 snail have me ngnt to change its adoress at any ume. and from time to ume. by givmg written nouce thereof to aii otner parties 

42 

43 ARTICLE XII I . 

44 TERM OF AGREEMENT 

45 
46 This agreement shall remain in full brce and effect as to the oil and gas leases and or oil and gas interests subject hereto ior the 
47 period of time selected beiow-; provided, however, no pany hereto shall ever be construed as having any nght. title or interest in or to an; 

48 lease or oil and gas interest contributed by any other pany beyond the term of mis agreement. 

49 
50 TT. Option No. 1: So long as anv of the oil and gas leases subien to this agreement remain or are continued in force is to any oar-

51 of me Contract Area, whether by production, extension, renewal or otherwise. 

52 
53 E Option No. 2: In the event the well described in Article VI.A.. or any subsequent well drilled under any provision, c: tn... 
54 agreement, results in production of oil and/or gas in paving quantities, mis agreement shall continue in force so long as any sucn - - ;• 
55 wells produce, or are capable of production, and for an additional period of 1 80 days from cessaucn of all production: prcvidec 
56 however, if, prior to the expiration of sueh additional period, one or more of the pames hereto are engaged in drilling, reworking, deepen 
57 ing. plugging back, testmr or attempting to complete a weii or wells hereunder, this agreement shall continue in force until sue.-, open 
5? oons have been completed and if production results therefrom, this agreement shall conunue in force as provided herein. In the event the 
59 well described in Article VI.A.. or any subsequent well drilled hereunder, results in a dry hoie. and no other well is produemg. or capable 
60 of producing oil and/or gas from the Contract Area, mis agreement shall terminate uniess drilling, deepening, plugging jack or re-vr-v 

61 ing operations are commenced within 18'-' days from the date of abandonment oi said weil. 

62 
03 h i j agreed, however, mat the termination of this agreement shail not relieve any pany hereto from an\ liability which has 
(?4 accrued or attached prior to the date ot such termination. 
65 
66 
67 
63 
69 
70 



A A P i rOXM 610 - MODEL TORM OPERATING AGREEMENT • 1982 

1 ARTICLE XIV. 

2 COMPLIANCE WITH LAWS AND REGULATIONS 
. 3 

4 A. Laws, Regulations and Orders: 
5 
6 This agreement shall be' subject to the conservation laws of the state in which the Contract Area is located, to the valid rules. 
7 regulations, and orders oi any duly constituted regulatory body of said state; and to all other applicable federal, state, and local laws, or-
8 dinances. rules, regulations, and orders. 
9 

10 B. Governing Law: 
11 
12 This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-performance, breach. 
13 remedies, procedures, rights, duties and interpretation or construcnon. shail be governed and determined by me law of the state in which 
14 the Contract Area is located. If the Contract Area is in two or more sates, the law of the state of _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 
15 shall govern. 
16 
17 C. Regulatory Agencies: 
18 
19 Nothing herein contained shall grant, or be construed to grant. Operator the right or authority to waive or release any rights. 
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 oiL gas and mineral operations, including the location, operation, or production of wells, on tracts offset-
22 ting or adjacent to the Contract Area. 
23 
24 With respect to operations hereunder, Non-Operators agree to release Operator from any and all losses, damages, injuries, claims 
25 and causes of action arising out of. incident to or resulting directly or indirectly from Operator's interpretation or application of rules. 
26 rulings, regulations or orders of the Department of Energy or predecessor or successor agencies to the extent such interpretation or ap-
27 plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any 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 or 
29 application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretaaon or application. 
30 
31 Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser 
32 of any crude oil sold hereunder or to any other person or entity pursuant to the remiirements of the "Crude Oil Windfall Profit Tax Act 
33 of 1980". as same may be amended from rime to time ("Aa"), and any valid regulations or rules which may be issued by the Treasury 
34 Department from tame to time pursuant to satd Act. Each parry hereto agrees to furnish any and ail certifications or other information 
35 which is required to be furnished by said Act in a timely manner and in sufficient detail to permit compliance with said Aa. 
36 
37 ARTICLE XV. 

38 OTHER PROVISIONS 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 

1. Operator agrees to carrply with a l l laws and lawful regulations applicable 
to any activities carried out in the name of or on behalf of any one or 
more of the parties to this agreement under the provisions of this 
agreement and/or any amer__r_-rts to i t . 

2. Operator agrees tha'- a l l financial settlements, billings, and reports 
rendered to any one or more of the parties to this agreement, as provided 
for in this agreement and/or any air___toents to i t , w i l l , to the best of its 
]ariowledge and belief, reflect properly the facts about a l l activities and 
transactions ^_ndled for the account of such party cr parties, which data 
nay be re_ied upon as being ccmplete and accurate in any further reccrlir/r 
and rerxsrting nade by such parry or parties for whatever purpose. 

3. Operator agrees to notify the other parties to this agreement proxrptly upon 
ciiscovery of any in_rt__nce where the Operator fails to ccrcpiy with the 
provision (1) above or where Operator has reason to believe data* covered by 
(2) above is no longer accurate and complete. 

4. Each party to this agreement ratifies and agrees to execute a "Nojice of 
Lien and Mortgage — Financing Statenient" in the form attached hereto as 
Exhibit "H" sira_tanecusly with their execution of this agreement^ Each 
party further authorizes the Operator to f i l e such ir_>truirient "In the 
appropriate records of the county or counties where the contract lands are 
located and in the Uniform Csnmercial Code records of the appropriate 
Secretary of State's office and/or such other records as may be fequirec 
urxier applicable state law to fully perfect the security interes*_s. created 
herein. — 

- 14-



AJS3>i. KHM _10 • MODEL FORM OPERATING AGREEMENT - 1982 

1 ARTICLE XVI. 
2 MISCTT I, ANEOUS 
3 
4 This agreemeni thai! be binding upon and shall mure to the benefit of the parties hereto and to their respective heirs, devisees 
5 kg— representatives, successors and assigns. 
6 
7 This instrument may be executed in any number of counterparts, each of which shall be considered an original lor all purposes 
8 
9 IN WITNESS WHEREOF, this agreement shall be effective as of day of 19 

10 
11 
12 OPERATOR 
13 
14 
15 
16 

17 
18 
19 
20 
21 
2 2 NON-OPERATORS 
23 
24 
25 
26 
27 
28 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
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KJK&*P> - ATODS. FORM OPERATING AGREEMENT - 1982 

1 ARTICLE XVI. 
: MISCELLANEOUS 

4 This agreemeni shaii be binding upon and shail inure to the benefit of the parties hereto and to their respective hetrs de<-isi't-
3 legal representatives, successors and assigns. 
fc 
7 This instrument may be executed in any number of counterparts, each of which shall be considered an original tor all purpcse-
8 
9 IN WITNESS WHEREOF, this agreement shall be effective as of day of 19 

10 
11 
12 OPERATOR 
13 
14 
15 
16 

17 
18 
19 
20 
21 
2 2 NON-OPERATORS 
23 
2 4 

25 

26 •>-
2S 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
6! 
62 
63 
64 
65 
66 
6" 
63 
69 
70 
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t « t o — « w a « d by m« Council 

-.I_S«-O»--T->0'> Socwus 

EXHIBIT 

Attached to and made a pan of _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

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

I . GENERAL PROVISIONS 

1. Definitions 

"Joint Property" shall mean the real and personal property subject to the agreement to which this Accounting Procedure 
is attached. 
"Joint Operations" shail mean all operations necessary or proper for the development, operation, protection and mair.tr-
nance of the Joint Property. 
"Joint Account" shall mean the account showing the charges paid and credits received in the conduct of the Joint Opera
uons and which are to be shared by the Parties. 
"Onerator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shail mean the Parties to this agreement other than the Operator. 
"Parties" shall mean Operator and Non-Operators. 
"Firs: Level Supervisors" shall mean those employees whose primary function in Joint Operations is the direct su3er.--.s-.---
of other employees and or contract labor directly employed on the Joint Property in a field operatir.tr capac if. \ 
"Technical Employees" shaii mean those employees having special and specific engine»r:r.z. geotog'.cai or otr.er priv — 
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions ar.d untile -
for the benefit of the Join: Property. 
"Personal Expenses" shail mear. travel and other reasonable reimbursable expenses of Operator ? employe*? 
"Materia!" shall mean personal property, equipment or supplies acquired or held for use on the -Joint Property 
"Controllable Material" shaii mean Materiai which at the time is so classified in the Material Classification Ma.-.uu. .. 
most recently recommended by the Council of Petroieum Accountants Societies. 

Statement and Billings 

Operator shail bill N'on-Operators on or oeiore the last day of each month for their proportionate snare oi the A. 
count tor the preceding month. Such biils wiii be accompanied by statements whicn identify the author:"- for expend:t-.rr 
lease or facility, and all charges and credits summarized by appropriate classifications of investment and exper.s- *:<:;•_" 
that items of Control iabie Materra.' ar.d unusual charges and credits sha!! be separately identified and fully drier.us-: .r 
detail. 

Advances and Payments by Non-Operators 

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

( t h i r t y } 30 
3. Each Non-Operator shail pay its proportion of al! bills \vi:hin4*%ee***»i«days after receipt. If payrr.ejtj.is not rr.zcr 

within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at Ci ba n< '« . - . 
n f New York on the first day of the month in which delinquency occurs pius lu» or the maximum 

contract rate permitted by the applicable usury laws ir. the state in which the Joint Proper-- is located, whichever 
is the lesser, pius attorney's fees, court costs, and other costs in connection with the collection of unpaid amour.:.-. 

4. Adjustments 

Pu.vme.nc of any such bills shai: not prejudice the right of any Non-Operator to protest or question the correctness th-rec:: 
provided, however, aii bills and statements rendered to N'on-Operators by Operator during any calendar year shall c. -• 
elusive:;.- be presumed to be tme'ar.c correct after twenty-four (2-5 j months foi lowing the end o; any such calendar year, 
unless within the said twenty-four f_4i month period a Non-Operator takes written exception thereto ar.d makes claim c: 
Operator for adjustment. No adjustment tavarab.e to Operator shaii be made unless it is marie w-.thtn tne same pres<..-:)<••. 
period. The provisions of tnis paragraph shall not prevent adjustments resulting fron a pnysica: inventory of Controi.an-r 
Materiai as provided for in Section V. 

COPYRIGHT* 198-5 by t.ie Council of Petroleum. Accountants Societies. 
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5. Audits 

I 
• A. A Nor-Operator, upon notice in writing to Operator and ai! other Non-Operators, shaii have tne right tn audit Opera-
! torV account? and records relating to the Joint Account for any calendar year within the tv/enty-four (2-0 montr 
j jteriod foliowinu" the end of such calendar year: provided, however, the making of an audit shall not extend the urn? 
j iMr the takir.c oi written exception to ar.d the adjustment? of accour.ts a* provided for ir. Pui-iiwruph 4 -if this Sevtion 

!. Where- there are two or more Non-Operators. :he Non-Operator* shail make every rex-onr*:̂ - effort to cmii:;-' a 
joint audit in a manner which wit! result in a minimum of inconvenience to the Operator. Operator sha." hear no :>or 
tion of tne Non-Operators' audit cost incurred under this paragraph unless azre-rd to i.>y tne Operator. The .iuri:t-
shaii not he conaucted more than once each year without prior approval of Operator, except upon the resignation '">" 
removal of the Operator, and shaii be made at the expense of those Non-Operators approving such audit. 

I ?.-. Th- Operator .-hail reply in writing to ar audit report withm I f " days alter receipt of such rejmr.. I f an au- i 
j exceotion(s) cannot be reconciled within 130 days, the non-operator('s) shall be 
; 6. Approval By Non-Ooerators notified o c the audit exceptions) status. 

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

I I . DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Ecological and Environmental 

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

2. Rentals and Royalties 

Lease rentals and royalties paid by Operator for the Join: Operations. 

3. Labor 

A. (1) Salaries and wages of Operator's field employees directly employed on the Join: Property m :he conduct of io>-: 
Operations. 

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

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

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

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to empi-.y-e-
whose salaries and wages are chargeabie to the Joint Account under Paragraph 3A of this Section I I . Such costs under 
this Paragraph 3B may be charged on a "when and as paid basis" or by "percentage assessment"' on the amour.: 
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section I I . If percentage assessne-.: 
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 appi:o_- -
to Operator's cost- chargeable to the Joint Account under Paragraphs 3A and 35 of this Section I I . 

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

4. Employee Benefits 

Operator's current costs of established plans for employees' group life insurance, hospitalization. pension, retirement, stocl-; 
purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor cost chargeabie to tne Jo;-.-. 
Account under Paragraphs 3A and 3B of this Section II shall be Operator's accuai cost not to exceed the percent most re-cer:-
ly recommended by the Council of Petroleum Accountants Societies. 

5. Material 

Maternal 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 reasonaoly practical 

1 and consistent with efficient and economical operations. The accumulation of iurpius stocks snail be avoided. 

I 6. Transportation 
i 
! Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations-

S A If Materiai is moved to the Joint Prop-err/ frcm the Operator's warehouse or other proper.:-' no charge shai! be -r.a-
i to the Joint Account for a distance greater than the distance from tne nearest reliable supply ste re where l;xe mate .-.a 
j is nc.rrrj.riy available or railway receiving point nearest the Joint Property uniess agreed to cy the Parties. 

ILLEGIBLE * 



GI4 
B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shail be made to the Join: Ac

count for a distance greater than the distance to the nearest reliable supply store where like materiai is normal!" 
available, or railway receiving point nearest the Joint Property uniess agreed to by the Parties. No charge shall oe 
made to the Joint Account for moving Materia! to other properties belonging to Operator, uniess agreed to by the 
Parties. 

C In the application of subparagraphs A and B above, the option to equalize or charge actual trucking cost is available 
when the actual charge is *40u or less excluding accessorial charges. The $400 will be adjusted to the amount mmi 
recently recommended by the Council of Petroleum Accountants Societies. 

7. Sen-ices 

The cost of contract -ervices. equipment and utilities provided by outside sources, except services excluded bv Paracrarr. 
10 of Section I I and Paragraph i. i i . and ii i . of Section I I I . The cost of professional consultant services and contract ser
vices of technical-personnel directly engaged on the Joint Property if such cnarges are excluded from the overnead rate-
The cost of professional consultant services or contract services of technical personnel not directly engaged on the joi:-.: 
Property shall not be charged to the Joint Account unless previously agreed to by the Panies. 

8. Equipment and Facilities Furnished By Operator 

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate 
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense, 
insurance, taxes, depreciation, and interest on gross investment iess accumulated depreciation not to exceed 
tWg I yg percent L l Z % per annum. Such raxes shall not exceed average commercial rates current.;.- pre

vailing in the immediate area of the Joint Property. 

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

9. Damages and Losses to Joint Property 

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

10. Legal Expense * 

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and 
amounts paid for settiement of ciaims incurred in or resulting from operations under the acreement or necessary to protect 
or recover the Joint Property, except that no charge for services of Operator's iegai staff or fees or expense of outsice attor
neys shall be made unless previously agreed to by the Parties. Ail other legal expense is considered to be covered oy tne 
overhead provisions of Section I I I unless otherwise agreed to bv the Parties, except as provided in Section I . Paragracn 
3. 

11. Taxes 

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

12. Insurance 

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

13. Abandonment and Reclamation 

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

14. Communications 

Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio a.-,.: 
microwave facilities directly serving the Joint Property. In the event communication facilities s> stems serving :ne Jo>-.: 
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section 11. 

15. Other Expenditures 

Any other expenditure not covered or dealt with in ths foregoing provisions of this Section I I . or m Section III ar.c whocr. 
is of direct benefit to the Joint Property and is incurred by tne Operator in the necessary and proper conduct of tne Jem: 
<f?-**rs_o-ra. 
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I I I . OVERHEAD 

1. Overhead - Drilling and Producing Operations 

i . As compensation for administrative, supervision, office services and warehousing costs. Operator shall charge drilling 
and producing operations on either 

(X ) Fixed Rate Basis. Paragraph IA. or 
( ) Percentage Basis. Paragraph IB 

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries 
or wages pius applicable burdens and expenses of all personnel, except those directiy chargeable under Paragrapn 
3A. Section I I . The cost and expense of sen-ices from outside sources in connection with matters of taxation, traffic, 
accounting or matters before or involving governmental agencies shall be considered as included ir. the overnead rates 
provided for in the above selected Paragraph of this Section I I I uniess such cost and expense are agreed to by the 
Parties as a direct charge to the Joint Account, 

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

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

iii . The saiaries. wages and Personal Expenses of Technical Employees and/or costs of professional consultant sen-ices 
and contract services of technical personnel either temporarily or permanently assigned to and directiy employed in 
the operation of the Joint Property: 

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

A. Overhead - Fixed Rate Basis 

(1) Operator shaii charge the Joint Account at the following rates per weil per montn: 

Drilling Weil Rate S 6,068.00 

(Prorated for less than a full month) 

Producing Weil Race S 6 0 6 • 0 0 

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

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

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

(2) Charges for wells undergoing any type of workover or recompletion for a period of five foi consecutive 
work days or more shall be made at the drilling well rate. Such charges shaii be appiied for tne perica 
from date workover operations, with rig or other units used, in workover. commence througn date of rig 
or other unit release, except that no charge shall be made during suspension of operations for fifteen 
t l5i or more consecutive calendar days. 

tb) Producing Well Rates 

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

(2) Each active completion in a multi-completed we!! in which production is not commingled down hoie shail 
be considered as a one-weii charge providing each completion is considered a separate veil by tne grjverr.-
ir.g 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 weii is directiy connected to a permanent iaies 
outlet. 

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

I to) Ail other inactive wells (including but not limited to inactive wells covered by unit aiiowabie. lease uilc-w-
! able, transferred ailowaoie. etc.) shall not quality for an overnead cnarge. 

(3) The well rates snail be adjusted as of the first day of Aprii each year following the effective date i : the aareemer.t 
to which this Accounting Procedure is attached. The adjustment shail be computed by multiplying the rate cur
rently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum and Gas 
Production Workers for the lust calendar year compared to the calendar year preced;.-.:: as shown by the incie". 
of average weekly earnings of C.-uce Petroleum and Gas Production Workers as publisned by the United States 

j Department of Labor. Bureau of Labor Statistics, or the equivalent Canadian index as pubiisned py Statistics 
i Canada, as aopiicabie. The adjusted rates shall be the rates currently in use. pius or minus tne computed ac-
I justrr.er.t. 

| B. Overhead - Percentage 3 as is 



• ai Development 

______________ Percent i ____.*•> of the cost of development of the Joint Property exclusive of cost? provided 
under Paragraph 10 of Section I I and all salvage credits. 

(bi Operating 

' Percenti • - °») of the cost of operating the Joint Property exclusive of costs provided under 
Paragraphs 2 and 10 of Section I I . all salvage credits, the value of injected substances purchased for secontiar 
recovery and all taxes and assessments which are levied, assessed and paid upon the mineral intere-i :n and 
to the Joint Property. 

i2> Application of Overhead - Percentage Basis shaii be as follows: 

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

2. Overhead - Major Construction 

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of 
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the 
Joint Property. Operator shall either negotiate a rate prior to the beginning of construction, or shallcharye the Joint 
Account for overhead based on the following rates for any Major Construction project in excess of S 25 ,0u0 

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

B. -* -o of costs in excess of 5100.000 but less than $1,000,000. plus 

C. ? % of costs in excess of il.000.000. 

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

3. Catastrophe Overhead 

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

A. 5 % of total costs through $100,000: plus 

B. 3 % of total costs in excess of S100.000 but less than 51.000.000: plus 

C. ^ % 0 f total costs in excess o; Sl.000.000. 

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

4. Amendment of Rates 

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

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

Operator is responsible for Joint Account Materiai and shall make proper and timely charges and credits for ai! Material move
ments affecting the Joint Property. Operator shall provide ail Material for use on the Joint Property: however, at Operator's 
option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition of idle and or surplus 
Materiai. such disposal being made either tn rough saie to Operator or Non-Operator, division in kind, or sale to outsider^. 
Operator may purchase, but shail be under no obligation to purchase, interest of Non-Operators in surplus condition A or E 
Materiai. The disposal of surplus Controllable Materia! not purchased by the Operator shail be agreed to by the Parties. 

I 1. Purchases 

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

2. Transfers and Dispositions 

Materiai furnished to the Joint Property and Materiai transferred from the Joint Property or disposed of by the Operator, 
-inia--, .other-vise agreed to by the Parties, shall be priced on the following oasis exclusive of cash discounts: 



A. New Materiai (Conditior. Al 

tl) Tubular Goods Other than Line Pipe 

(a)Tubular goods, sized 21? inches OD and larger, except line pipe, shall be priced at Eastern mil! published 
carload base prices effective as of date of movement plus transportation cost using the 80.000 pound carioau 
w-ight basis to the railway receiving point nearest the Joint Property for which published rail rates for 
turjular goods exist. If the 80.000 pound rail rate is not offered, the 70.000 pound or 90.000 pound rail rate 
may be used. Freight charges for tubing will be calculated from Lorain. Ohio and casing from Youngstown. 
Ohio. 

(bi Fur grades -.vhieh are special to one mill only, prices shall be computed a; the mill base of that mill plus trans
portation cost from that mil! to the railway receiving point nearest the Joint Property as provided abv.v? m 
Paragraph iA.i lxa) . For transportation cost from points other than Eastern mills, the 30.000 pound Oil Fieid 
Haulers Association interstate truck rate shail be used. 

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

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

(2) Line Pipe 

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

(bi Line pipe movements 'except size 24 inch OD and larger with waiis •!< inch and oven iess than 30.000 pounds 
shall be priced at Eastern mill published carioad base prices effective as of date of shipment, plus 20 percent, 
plus transportation costs based on freight rates as set forth under provisions of tubuiar goods pricing m Para
graph A.llKa) as provided above. Freight charges shail be calculated from Lorain. Ohio. 

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

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

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

(4) Unused new Material, except tubular goods, moved from the Joint Property shal! be priced at the current new 
price, in effect on date of movement, as listed by a reiiabie suppiy store nearest the Joint Property, or point of 
manufacture, plus transportation costs, if applicabie. to the railway receiving point nearest the Joint Property. 
Unused new tubulars will be priced as provided above in Paragraph 2 A (I) and i2). 

B. Good Used Material (Condition B) 

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

l l ) Material moved to the Joint Property 

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

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

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

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

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

At seventy-five percent i75*>i of current new price as determined by Paragraph A. 

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

C. Other Used Material % 

( l i Condition C 

Materia! whicn ,s not in sound ar.d serviceable conditior. and .-.ot suitable for its original function -antil after recon
ditioning shal! be priced at fifty percent i50%) of current new price as determined by Paragraph A. The cos: of 
reconditioning shail be charged uo tne receiving property, provided Condition C value pius cos; of reconditioning 
di-es not nxceed Condition B value. 
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12) Condition D 

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

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

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

c>) Condition E 

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

D. Obsolete Material 

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

E. Pricing Conditions 

(1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25*) per hundred 
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stock..-" 
point. The above rate shal! be adjusted as of the first day of April each year following January 1. 1935 by the same 
percentage increase or decrease used to adjust overhead rates in Section I I I . Paragraph l.Ai3i. Each year. t:.c 
rate calculated shall be rounded to the nearest cent and shall be the rate in effect until the first day of Apni next 
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies. 

(2) Materia! involving erection costs shal! be charged at applicable percentage of the current knocked-down price o: 
new Matenal. 

3. Premium Prices 

Whenever Materiai is not readily obtainable at publisned 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 recuirec 
Materiai at the Operator's actual cost incurred in providing such Material, in making it suitable for use. and :n moving-
it to the Joint Property-, provided notice in writing is furnished to Non-Operators of the proposed charge prior to biilir.r 
Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and notifying Operator with:-, 
ten days after receiving notice from Operator, to furnish in kind all or part of his share of sucn Materiai suitable for - j -
and acceptable to Operator. 

4. Warranty of Material Furnished By Operator 

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

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories. Notice and Representation 

- t reasonable int2r*""is. inventories shal! be taken bv 0reenter cf the Joint Account Contrc-ilabie Material. Wr-tten nnt:c. 
of intention to take inventory shail be given by Operator at least thirty (301 days before any inventor.- is to begin so tna 
Non-Operators may be represented when any inventory is taken. Failure of Non-Operators to &e represented at an :nve-
wry shal! bind Non-Operators to accept the inventory taken by Operator. 

2. Reconciliation and Adjustment of Inventories 

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be made within s:> 
months following the taking of the inventor.'. Inventory adjustments shai! be made by Operator to che Joint Account fo: 
overages and shortages, but. Operator shaii be held accountable only for shortages due to lack of reasonao.e d.licence. 

3. Special Inventories 

Special inventories may be taken whenever there is any sale, change of interest, or change of Operator in the Join: Pro 
It shall be the duty of the party selling to notify a:! ocner Parties as quickly as possible after tne transfer of interest 
place. In sucn cases, both the seiier and tne purchaser shail be governed by such inventor.-. In cases involving a cr.ar.~-' 
of Operator, ail Panies shaii be governed by sucn inventory. 

4. Expense of Conducting Inventories 

A. The expense of conducting periodic inventories shal! not be charged to the Joint Account unless agreed tc by 
Par.ies. 

3- The expense of conducting special inventories shall oe charged to the Par.ies requesting sucr. inventories, except :n 
ver.tones required due to cnange of Ope.~--.or sna.i be charged LO the Joint Account. 



EXHIBIT -0-

To Operating Aqreerent dated , 19 between 

Operator, during the term of this Agreement, shall comply with the provisions 
of Article VII.G hereof. No other insurance will be carried by Operator for 
benefit of the Joint Account. 

All damage or injury to the Contract Area property thereon shall be borne by 
the parties hereto in proration to their Interests therein. The liability, if 
any, of the parties hereto in damages for claims growing out of personal injury 
to or death from third parties or injury to or destruction of property of third 
parties resulting from the operations conducted hereunder shall be borne in 
proportion to their interests in the Contract Area property, and each party 
individually may acquire such insurance as it deems proper to protect itself 
against such claims. Operator shall require all contractors engaged in work on 
or for the Contract Area to comply with the Workmen's Compensation Law of the 
State where the operations are being conducted and to maintain such other 
insurance as Operator may require. * 



EXHIBIT "E" 

GAS BAIANC3NG AGREEMENT 
INIjû TIDrjAL WELL BALANCING AOJUUNIS 

Attached to 

Between . as Operator, and 
. aa Wcfr-Cperatcir 

Dated 

I . Deflnitlcns 

A. "Gas" includes casinghead gas frcm oil wells and natural gas from gas 
wells, including all constituent parts thereof, except that liquid 
hydrocarbons (Crude Oil and Condensate) recovered by lease or unit 
equipment shall not be included, and shall be handled as provided in 
Section IU.E., below. 

B. "Balanced" is that condition which occurs when a party hereto has 
taken the same percentage of the cumulative Gas production i t is 
entitled to take pursuant to the terms of the Operating Agreement. 

C. "Overproduced" is the status of a party when the percentage of the 
cumulative volume of Gas taken by that party exceeds the party's 
working interest. 

D. '•Underproduced" is the status of a party when the percentage of the 
cumulative volume of Gas taken by that party is less than the party's 
working interest. 

E. "Well" is defined as each well subject to the Operating Agreement 
that produces Gas or is allocated a share of Gas production. If a 
single well is completed in two or more reservoirs, such well shall 
be considered a separate well with respect to, but only with respect 
to, each reservoir from which the Gas production is not cctrordngled in 
the wellbore. 

U. Application of this Agreement 

It is the intent of this agreement that each party shall have the oppor
tunity to share in the actual cumulative production of Gas from the 
contract area in proportion to its working interest therein. 

In the event that, at any time the Operating Agreement is in effect, any 
party does not, for any reason, take its full working interest share of 
Gas, the terms of this Gas Balancing Agreement shall become effective 
automatically. 

The provisions of this exhibit shall be separately applicable to each 
separate Well (as defined in I.E., above) to the end that production from 
one Well may not be utilized for the purpose of balancing Underproduction 
from any other Well. 

TTT. storing and Making Up Gas UrriftTxrcduction 

A. Rights to Take and Market Gas — Each party hereto shall have the 
right to take in kind and separately dispose of its working interest 
share of Gas produced from the area covered by the Operating Agree
ment. During the period or periods that any party hereto is, for any 
reason, not taking its full share of Gas, the other parties shall 
have the right to to take and dispose of one hundred percent (100%) 
of the allowable Gas production assigned to the Contract Area by the 
appropriate governmental entity having jurisdiction, and each of such 
parties talking Gas shall have the right to take for its own use or 
deliver to its purchaser its pro rata share of all such production; 
provided however that, in any month, no Overproduced party shall be 
entitled to take an amount of Gas in excess of 300% of its working 
interest share of the Gas which the Well is capable of proofing. 
Each Underproduced party shall be credited with Gas in storage equal 
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to its working interest share of the Gas produced but not taken by 
such Underproducing party, less its share of Gas used in lease 
operations, vented or lost. 

B. Making Up Underproduction — Parties desiring to make up cumulative 
Underproduction must give the Operator 30 days notice. Until their 
individual accounts are no longer in an Underproduced status, Under
produced parties desiring to make up cumulative Underproduction shall 
have the collective right to take 25% of the Overproduced parties' 
collective share of current production, provided that an individual 
party's right to take such additional amount shall be in the propor
tion that its working interest bears to the total working interest of 
all Underproduced parties desiring to make up. While such Underpro
duction is being made up, each Overproduced party shall reduce its 
respective share of production in the proportion that such party's 
working interest bears to the total working interest of all Overpro-
duced parties, but in no event shall any Overproduced party be 
required to reduce its Gas takes to less than 75% of such Overpro
duced party's working interest share of current production. 

C. Gas Balance — Operator shall maintain a current account of the Gas 
balance between the parties hereto and shall furnish all parties 
monthly statements shewing the total quantity of Gas produced, used 
in lease operations, vented or lost, and each parties' current Gas 
balance. Each party taking Gas shall furnish or cause to be fur
nished to Operator a monthly statement of Gas taken. 

D. Royalty and Production Taxes — At all times while Gas is produced 
frcm the Contract Area, each party hereto shall make, or cause to be 
made, settlement with the respective royalty owners to whom each is 
accountable, just as if each party were taking or delivering to a 
purchaser its working interest share, and only that share of the Gas 
produced. Each party hereto agrees to hold each other party harmless 
from any and all claims for royalty payments asserted by royalty 
owners to whom each party is accountable. Each party producing 
and/or delivering Gas to its purchaser shall pay any and all produc
tion taxes due an such Gas as taken. 

E. Crude and Condensate Production — The foregoing rx^ithstarding all 
parties hereto shall share in and own the crude oil and condensate 
recovered at the surface in accordance with their respective inter
ests as defined in the Operating Agreement. 

IV. Cash Settlement 

In the event a Well is included in a unit which causes a change in the 
percentage participation in production from that Well or the production 
of Gas from a Well permanently ceases prior to the time the accounts of 
the parties have been Balanced, a complete balancing shall be accom
plished by a money settlement between the parties. In the event an 
Overproduced party sells, assigns or otherwise transfers any of its 
interest in tha Isases to vhieh this agrt^errt applies, i t shall proiptly 
notify the other parties and upon written request from Underproduced 
parties proceed to make a cash settlement with Urderproduced parties as 
provided hereunder, provided that a cash settlement may not be demanded 
by such Underproduced party solely because an Overproduced party has 
mortgaged its interests, or disposed of its interests by merger, reor
ganization, consolidation, or sale of substantially all of its assets to 
a subsidiary or parent company, or to any ccrnpany in which any one party 
owns a majority of the stock. In making such settlements (either due to 
permanent cessation of production, unitization or reassignment of an 
Overproduced party1s interest), the Underproduced parties shall be paid a 
sum of ironey by the Overproduced parties, without interest, equal to the 
value of the urjreoouped cumulative balance of Overproduction which shall 
be calculated as follows: 

A. Volume — Within 90 days after a settlement is called for as provided 
above, the Operator shall furnish to tha parties a state^^nt showing 
the final net Overproduction and Underproduction ard the month and 
year in -which i t accrued, ihe net cumulative Overproduction for 
which settlement is due shall be deternuned by applying make up Gas 
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on a first-in-first-out basis and accruinq the monthly net Overpro
duction. 

B. Value 

1. Within 60 days after receipt of the final Operator statement, 
each Overproduced party shall furnish to the other parties a 
statement showing the value of its net Overproduction an a 
monthly basis. With regard to Overproduction that was sold, the 
settlement value shall be based upon the actual price (s) re
ceived for the Overproduced volumes of Gas at the time the net 
Overproduction occurred, less applicable taxes, transportation 
and applicable treating charges theretofore paid by the Over
producing party(s) provided that for regulated Gas sales, the 
price(s) actually received by an Overproduced party shall be 
considered as only that portion of the rates collected, from 
time to time, which are not subject to possible refund, as 
provided by the Federal Energy Regulatory Commission, or other 
governmental authority having jurisdiction, pursuant to final 
order or settlement applicable to such Gas, plus any additional 
amount which is not ultimately required by said regulatory 
agency to be refunded, such additional collection amount to be 
accounted for at such time as final determination is made with 
respect thereto. 

2. For Overproduction not sold but taken by an Overproduced party 
for its own use, the Gas value to be used in the foregoing 
calculations shall be the market value of the Gas at the time 
the Overproduction occurred. 

C. Collection and Distribution — Within 30 days after receipt of 
the overproduced Gas values, the Operator shall perform a 
separate series of calculations for each Overproduced party by 
applying the monthly Gas values per MCF to the net unrecouped 
Overproduction for that month and provide the parties a state
ment showing the amount of money to be paid by each of the 
Overproduced Parties and the estimated amount each underproduced 
party is entitled tb receive under this settlement provision. 
Within 30 days after receipt of the Operator's statement, each 
Overproduced party shall pay Operator the amount due. Such 
payment shall relieve an Overproduced party of liability to any 
other party for the sums paid. Operator shall promptly dis
tribute the funds i t receives to the Underproduced parties in 
the proportion that each Underproduced party's volume of Gas in 
storage (Underproduction) bears to the total of all Underpro
duced parties' volumes of Gas in storage. 

D. Responsibility and Liability for Collection — Operator shall 
not be liable to any Underproduced nonoperator for the failure 
of any Overproduced roroperator to pay any amounts owed pursuant 
to the terms hereof. In the event that any party fails to pay 
any sum due under tha tarns hereof aftar derard therefore by the 
Operator, the Operator may turn responsibility for the collec
tion of such sum to the party or parties to whom i t is owed, ard 
Operator shall have no farther responsibility in the event that 
such sums are not paid. Any party shall have the right, at any 
time, to demand that any payments due to such party for such 
party's Underproduced volumes shall be paid directly to such 
party by the Overproduced party (s), rather than being paid 
through Operator. In the event that any Overproduced party pays 
to Operator any sums due to an underproduced party at any time 
after sixty (60) days following the receipt of written notifi
cation of *a demand that such Underproduced party receive such 
payment directly, such Overproduced party shall continue to be 
liable to such Underproduced party for any sums so paid, until 
such payment is actually received by such Underproduced party. 

V. Mi sofil1aneous 
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A. Expenses — Nothing herein shall change or affect the obligations of 
each party to bear and pay currently, its proportionate liabilities 
as provided in the Operating Agreement. 

B. Well Tests — Operator, at the request of any party, may produce the 
entire well stream, i f necessary, for a deliverability test not to 
exceed seventy-two (72) hours duration required under such requesting 
party's Gas sales contract and may c*rerproduoe in any other situa
tion, provided that such Overproduction would be consistent with 
prudent operations. 

September 12, 1988 
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EXHIBIT "F" 

To Operating Agreement dated , 19 between 

I . EQUAL EMPLOYMENT OPPORTUNITY PROVISION 

During che performance of this contract, che operator agrees as follows: 

(1) The Operator wi l l not discriminate against any employee or applicant fer 
employment because of race, color, religion, national origin or sex. The 
Operator wi l l take affirmative action to ensure chat applicants are employee, and 
chat employees are treated during employment, without regard to their race,' 
color, religion, national origin or sex. Such action shall include, but not be 
limited to the following: Employment, upgrading, demotion, or transfer, 
recruitment or recruitment advertising; layoff or termination; rates of pay or 
other forms of compensation; and selection for training, including appren
ticeship. The Operator agrees to post in conspicuous places, available co 
employees and applicants for employment nocices co be provided for che 
contracting officer setting forth the provision of this non-discrimination 
clause. 

(2) The Operator w i l l , in a l l solicitations er advertiseaencs for employees placed by 
or on behalf of che Operacor, scate Chat a l l qualified applicants wi l l receive 
consideration for employment without regard to race, color, religion, national 
origin or sex. 

(3) The Operator wi l l send to each labor union or representative of workers with 
which i t has a collective bargaining agreement or other contract or under
standing, a notice to be provided by the agency contracting off icer , advising the 
labor union or workers' representative of the Operator's commitments under 
Section 202 of Execucive Order 11246 of Sepcember 24, 1965, and shall post copies 
of Che notice in conspicuous places available to employees and applicants for 
employment. 

(4) The Operator wi l l comply with a l l provisions of Executive Order 11246 of 
Sepcember 24, 1965, and of che rules, regulations, and relevent orders of the 
Secretary of Labor. 

(5) The Operator wi l l furnish a l l information and reports required by Executive Order 
11246 of September 24, 1965, and by the rules, regulations, and orders of the 
Secretary of Labor, or pursuant thereto, and wi l l permit access to i ts bocks, 
records, and accounts by the contracting agency and the Secretary of Labor for 
purposes of investigation to ascertain compliance with such rules, regulations, 
and orders. 

(6) In Che event of the Operator's non-compliance with the ' non-discriminacior. 
clauses of chis concract or with any of such rules, regulations, or orders, this 
contract may be cancelled, terminated or suspended in whole or in part and che 
Operator may be declared ineligible for further Government contracts ir. 
accordance with procedures authorized in Executive Order 11246 of Sepcember 24, 
1965, and such other sanctions may be imposed and remedies invoked as provided ir. 
Executive Order 11246 of September 24, 1965, or by rule, regulation, or order oi 
Che Secretary of Labor, or as ocherwise provided by law. 

(7) The Operacor wi l l include Che provisions of paragraphs (1) through (7) in every 
subcontract or purchase order unless exempted by rules, regulations, or orders of 
Che Secrecary of Labor issued pursuant to Section 204 of Executive Order 1124c of 
September 24, 1965, so chat such provisions wi l l be binding upon- each sub
contractor or vendor. The Operator wi l l take such action with respect :c ar.y 
subconcract or purchase order as the contracting agency may direct as a means o: 
enforcing such provisions including sanctions for non-compliance. Provided . 



however, chat in the event the Operator becomes involved in, cr is threatened 
with, l it igation with a subcontractor or vendor as a result of such direction, by 
the contracting agency, the Operator may request the United States to enter intc 
such l it igation co protect the interests of che United States. 

Operator acknowledges that i t may be required to f i l e Scandard Form 100 (EZO-i) 
promulgaced jo indy by che Office of Federal ContracC Compliance, che Equal Employment 
Opporcunicy Commission and Plans for Progress with Joint Reporting Committee, Federal 
Depot, Jeffersonville, Indiana, within thirty (30) days of the date of contract award 
i f such report has not been f i led for the currenc year and ocherwise comply with cr 
f i l e such ocher compliance reports as may be required under Executive Order 11246, as 
amended and Rules and Regulacions adopced thereunder. 

Operator further acknowledges that he may be required Co develop a written 
affirmative action compliance program as required by che Rules and Regulations-
approved by che SecreCary of Labor under auchoricy of Execucive Order 11246 and supply 
Non-Operators with a copy of such program i f Chey so requesc. 

I I . CERTIFICATION OF NON-SEGREGATED FACILITIES 

(1) Operator assures Non-OperaCors chac ic does noc aad v i l l noc maintain or provide 
for ics employees any segregaced fac i l i t i e s ac any of ics establishments, and 
that i t does not and wi l l not permit ics employees co perform cheir services at 
any location, under i t s control, where segregated fac i l i t i e s are maintained. For 
this purpose, i t is understood that the phrase "segregaced fac i l ic ies" includes 
fac i l i c ies which are in face segregated on a basis of race, color, religion or 
national origin, because of habit; local custom or otherwise. I t is further 
understood and agreed that maintaining or providing segregated fac i l i c ies for 
ics employees or permiccing ics employees Co perform cheir services at any 
location under i t s control where segregated fac i l i t i e s are maintained is s 
violation of the equal opportunity clause required by Executive Order 11246 of 
September 24, 1965. 

(2) Operator further understands and agrees that a breach of the assurance herein 
contained subjects i t to the provisions of the Order at 41 CFR Chapter 60 of the 
Secretary of Labor dated May 21, 1963, and the provisions of the equal 
opportunity clause enumerated in contracts between the United States of America 
and Non-Operators. 

(3) Whoever knowingly and wi l l fu l ly makes any false, f ict i t ious or fraudulent 
representation may be liable to criminal prosecution under IS U.S.C. § 1001. 

I I I . OCCUPATIONAL SAFETY AJO HEALTH ACT 

Operator wi l l observe and comply with a l l safety and health standards promulgated by 
the Secretary of Labor under Section 107 of Che ConCracc Work Hours and Scandards Act, 
published in 29 CFR Part 1518 and adopted by the Secretary of Labor as occupational 
safety and health standards under the Williams-Sceiger Occupational Safety and Health 
Act of 1970. Such safety and health scandards shall apply to a l l subcontractors ar.c 
their employees as well as Co che prime conCTactor and i ts employees. 

IV. VETERAN1S PREFERENCE 

Operator agrees to comply with the following insofar as contracts i t lets for an asour.t 
of $10,000 or core which wil l generate 400 or more can-days of employment (each ~ar-
day consisting of ar.y day in which an employee performs more than one h '̂ir of work) ar.d 
further agrees to include the following provision in contracts with Contractors ar.d 
Subcontractors: 

"CONTRACTOR AND SUBCONTRACTOR LISTING REQUIREMENT 

(1) As provided by 41 CFR 50-250, tha contractor agrees that a l l employment openings 
of the contractor which exist at the time cf the execution of this ccr.:rac: ar.d 
those which occur during che performance of this contract, including these no; 
generated by -he contract and including those occurring ac ar. establishment c; 
the contractor ether than the one wherein the contract is being performed b_; 
excluding those of independently operated corporate a f f i l i a tes , shail , to the 



maximum extent feasible, be offered for l ist ing «t an appropriate local office of 
the State employment service system wherein the opening occurs and to provide 
such periodic reports to such local office regarding employment openings and 
hires as may be required: Provided, that this provision shall not apply co 
openings which the contractor f i l l s from within the contractor's organization or 
are f i l l ed pursuant to a customary and traditional employer-union hiring 
arrangement and that l is t ing of employment openings shall involve only the normal 
obligations which attach to the placing of job orders. 

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

V. CERTIFICATION OF COMPLIANCE WITH ENVIRONMENTAL LAWS 

Operator agrees to comply with Che Clean Air AcC (42 U.S.C. § 1857) and che Federal 
Wacer Pollution Concrol Acc (33 U.S.C. $ 1251) when conducting operacions involving 
nonexempc conCracCs. In a l l nonexempc contraccs with subconeraccors, Operacor shall 
require: 

(1) No fac i l icy Co be ucilized by Subconcractor in the performance of this concract 
wich Operacor i s lisced on Che Environmental Protection Agency (EPA) Lis t of 
Violac ing Fac i l i c i e s . See Execucive Order No. 11738 of Sepcember 12, 1973, and 
40 CFR S 15.20. 

(2) Prompc wriccen nocificacion shall be given by Subconcraccor Co Operator of any 
communication indicating that any such fac i l i ty is under consideration to be 
included on the EPA Li s t of Violating Fac i l i t i e s . 

(3) Subcontractor shail comply with a l l requirements of Section 114 of the Clear. Ai: 
Act (42 U.S.C. S 1857) and Section 308 of the Federal Water Pollution Control Ac: 
(33 U.S.C. J 1251), relating to inspection, monitoring, entry, reports, ar.d 
information, as well as a l l other requirements specified in these Sections, and 
a l l regulations and guidelines issued thereunder. 

(4) The foregoing cr i t er ia and requirements shall be included in a l l of Sub
contractor's nonexempt subcontracts, and Subcontractor shall take such action as 
the Governmenc may direct as a means of enforcing such provisions. See 40 CFR § 
15.4 & 5. 

(5) Operator agrees to notify non-operators of any violations in the afore 
provisions. 

VI. Operator agrees to comply with Executive Orders 11458 and 11625 regarding 
Minority Business Enterprises and a l l orders, rules, and regulations issued 
thereunder or amendments thereto. 

VII . Operator agrees to comply with Rehabilitation Act of 1973 and a l l orders, rules, 
and regulations issued thereunder and amendments thereto. 



EXHIBIT "H" 

MEMORANDUM OF OPERATING AGREEMENT ANO 
NOTICE OF LEIN AND MORTGAGE-FINANCING STATEMENT 

(EXXON OPERATOR) 

Attached to 

Between Exxon Corporation, as Operator, and 
. as Non-Operator 

Dated 

STATE OF S 

COUNTY OF S 

Exxon Corporation, ("Operator") and ^ — — — — — — — — — — _ 
("Non-Cperator") have entered into an Operating Agreement providing for the 
development and production of crude o i l , natural gas and associated substanc
es, dated , 19 , covering the following described 
lands: # 

(Description of Lands) 

or 

(See Exhibit "A" attached) 

The Operating Agreement provides for mutual liens and security interests to 
secure payment by the parties of their respective share of costs under the 
Operating Agreement. 

Without limiting or superseding the liens and security interests provided for 
in the Operating Agreement and in order to further secure payment by Non-Op
erator of amounts due Operator from time to time under the terms of the 
Operating Agreement as i t s share of expense, Non-Operator has granted and does 
hereby grant to Operator, i t s successors and assigns, the following: 

1. A lien and mortgage covering a l l of Non-Operator's leasehold, un
leased mineral or other working interest in and under the above-ref
erenced lands which are of record as of the date hereof or hereafter 
acquired by Non-Operator. 

2. A lien and mortgage covering, and a security interest in, the undi
vided portion of the equipment located on th° above-r»ferenced lands, 
including fixtures, which is employed in the production of o i l and/or 
gas therefrom and is owned as of the date hereof or hereafter ac
quired by Non-Operator. 

3. A security interest in Non-Operator's undivided portion of the o i l 
and/or gas when extracted from the above-referenced lands and in the 
accounts arising from the sale by Non-Operator of such o i l and gas, 
and in rights under any gas balancing agreements. 

4. A lien and security interest covering a l l contract rights, general 
intangibles, interests in partnerships or other associations, and any 
other interests arising from the development of the above described 
lands for o i l and gas purposes. 

5. A lien and security interest covering the proceeds of the sale of any 
of the collateral referenced in 1-4 above, together with a lien and 
security interest attaching to the collateral to the extent required 
to reirrburse for any interest, court costs, and attorneys' fees to 
which a party may be entitled by reason of exercise of any lien or 
security rights hereunder. 



ftmo'-itdim af Oo&nttiws greenest &wi 
Notice of 11*sr -?.<<sf Engage Financing Statement 
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In carder to secure payment by Operator from time to time of its share of 
expense under the abcve-referenced Operating Agreement, Operator has granted 
and does hereby grant to Non-Cperator and the other parties to said Operating 
Agreement who execute this instrument a lien and mortgage and a security 
interest of the same nature and effect as those described in the preceding 
paragraph. 

The minerals or the like (including oil and gas) or accounts described in the 
preceding paragraphs will be financed at the wellhead or wellheads located on 
the lands described above. This instrument shall be filed for record in the 
real estate records of the county or counties named in the land description 
shown above. The secured party is not a seller or purchase moneylender of the 
collateral described in items 1-5 above. 

Furthermore, this Memorandum of Operating Agreement and Notice of Lien and 
Mortgage — Financing Statement incorporates by reference all other terms and 
conditions of said Operating Agreement. Said Operating Agreement specifically 
provides as follows: 

1. That a party's ability to freely sell, assign, or transfer interests 
in land committed to the agreement is restricted or ercumbered. 
These restrictions or encumbrances may include a preferential right 
to purchase the interest of any party desiring to sell its interest 
under the agreement, restrictions on the surrender of leases, a 
maintenance of uniform interest provision, provisions applicable to 
renewal or extension of leases, provisions applicable to acreage or 
cash contributions, non-consent provisions, and gas storage and 
balancing provisions, among others. 

2. That each party to the agreement has the right to take-in-kind or 
separately dispose of its proportionate share of oil and gas pro
duced. 

3. That the liability of the parties to fhe agreement is several, and 
not joint and collective, with each party being liable only for its 
proportionate share of costs of developing and operating the contract 
area. 

In the event the description of the land covered by the above-referenced 
Operating Agreement is revised in any manner by the parties thereto, then each 
party to said Operating Agreement is authorized to execute and file for record 
an appropriate amendment to this instrument setting forth the revised land 
description and stating that the same terms and provisions contained in this 
instrument shall apply to such revised land description. Said amendment need 
not be executed by more than one party to said Operating Agreement. The party 
which executes and files of record said amendment shall promptly mail to all 
other parties to said Operating Agreement a copy of said amendment showing the 
recording reference. 

Should any person or firm desire additional information regarding the Operat
ing Agreement or wish to inspect a copy of same, said person or firm should 
contact the Operator by writing to: 

Exxon Corporation 
P. 0. Box 1600 
Midland, Texas 79702 
Attention: Division Land Supervisor 

Each party to said Operating Agreement may execute as a Non-Operator a coun
terpart of this instrument which contains a signature page for such party. 
Operator may combine the signature pages executed by such parties with the 
first two pages identical to the first two pages hereof and file and/or record 
such aggregated iinstruraent. 



Hat ice m Lien s.i>d .fiart^age -- financing Statement 

EXECUTED as of this day of , 19 . 

EXXON CORPORATION, OPERATOR 

By: 

ADDRESS: 

 

i 

Non-Operator 

By: 

ADDRESS: 

 

STATE OF § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me this day of 
, 19 , by as 

Attorney-in-fact for and on behalf of EXXON CORPROATTCN, a New Jersey corpo
ration. 

Witness my hand and official seal the day and year last above written. 

My commision expires: 
Notary Public 

STATE OF § 
§ 

COUNTY OF § 
The foregoing instrument was acknowledged before me this day of 

, 19 , by as 
Attorney-in-fact for and on behalf of 
a . 

Witness my hand and official seal the day and year last above written. 

My commision expires: 
Notary Public 



E ^ O N COMPANY U.S.A. 
POST OFFICE BOX 1600 • MIDLAND. TEXAS 79702-1600 

EXPLORATION DEPARTMENT 
WESTERN DIVISION 

November 21, 1988 

AB-88-455 (A) 
Red Lake • 
Section 17: W/2 T18S-R27E 
Eddy County, New Mexico 

Mr. Tim Custer 
Amoco Production Company 
P. 0. Box 3092 
Houston, Texas 77253 

Enclosed is an AFE for the proposed well set out in my letter to you dated 
November 8, 1988. Please notify me i f you determine that the old Joint 
Operating Agreement is s t i l l in force and effect. 

We would like to start this well as soon as possible. 

Joe B. Thomas 
Trades and Unitization 
(915) 683-0236 

JBT5/slr 

Enclosure 

A D V S l O N OF EXXON C O R P O R A T ! O N 



rat ExranmK - OKIUM 
Cowtfty. U.S.A. (t dlvlitan of C»cdn Corpentton) 

6TS1RICT " iMIlfi ' ' ' IBAIt 
tnutî ifm 1 ftrt lixt (Pwn> 1 ... 

Objective To dr i l l »nd ccnpUto the Ch»U Bluff 0r*« UndMttnittd f l to « prappted deptft of 9,700'. 

location: 19M' FSL. 6M' FVL. Section 17. T-lfl-S, R-27-E, Eddy County, New Mexico. 

CHARGE - LEASE (ft FAC1LITT JA LC F 8 OV DST AFE (UNIT) W-T NEMO t-C 

HAMC: UL 

DtlLLIK OtTAIL | ESTIMATED COST 1 

F-42S - SITE COST 1 25 t 

F-476 - TRANSPORTATION 1 ?4 1 
F-427 • DRILLING OPERATIONS - OTHER 1 27 1 

F-4?fl - DRILLING RIS 1 141 1 
r- i tf - SUPERVISION * OVERMEAD ! 14 1 
f .^O - (MilLIN6 FLUID CONTROL 1 32 1 

F-4S1 - FORMATION EVALUATION 36 1 
C.4W - PRIMARY CASING CEMENTING 30 ! 

333 1 

amnion DETAIL | 1 

F-435 - COMF1 FTION RIS OPERATIONS 1 ! 
r-436 - PERFORATING 1 1 
P-417 ~ SOUSm CEMENTING 1 1 
F .4« - FORMAT t (IN FVACTUITM ! 1 
F-4M - FORMATION STIMULATION 1 1 

F-440 - SAND CONSOLIDATION 1 1 
r-441 - OTHER COMPLETION COSTS 1 1 
^44? - COMPLETION FLUID CONTROL ! 1 
F-44J . FORMATION EVALUATION ! 
r-445 - TRANSPORTATION 1 
F-44S - WELL SUPPLIES i 
F-44A - SIIPFRVISION 1, OVERHEAD 1 

PONPI FT ION INTANGIBLE SUB TOTAL » 1 51 
F-464 - TANGIBLE WELL EQUIP. - OETAILEO ! 
F-465 - UNGI^f WELL EQUIP. - CASING & TUBING 1 1S7 
f-467 - TANGIBLE WELL EQUIP. - UNDETAILED 1 48 

COMPLETION TANGIBLE SUB TOTAL > 1 215 

1 266 

TOTAL DRILLING AND COMH.ET101l.---- r-.----:"-- 1 599 

1 JOIMT IITOEST INFORMATIOi 
(EXXON'S INT. | NONOPERATOR APPROVAL REQUIRED: 
j 100 j NONOPERATOR APPROVAL RECEIVED: 

TES ! J 

YES IJ 
NO | J 

NO IJ 
|N6WPERAY6R APPROVAL 
IcOMPANT NAME 
1 
lAPPROVEO 

1 DATE 

TOTAL CURRENT EST. 
EXPENDITURES, 
CURRENT YEAR 
•DRY HOLE ESTIMATE 
BUDGET: 

BUDGET APPLICATION 
EXXON'S PART 

i . s» 
GROSS 

,9> 

(DATE] 
AFPWOW. RECOMMPBQ) 

INITIAL FOR 

-p£SL 
J i m ACCTG. 

PREPARED BY G. E. Gould AS&uJjB tC/Ct/iff 

APPROVED 

APPROVED 

APPROVED 

APPROVED 

TECHNICAL MANAGER. 

WVISIO</ROOUCTION MANAGER 

°*TE u . 
OATE 

DIVISION MANAGER DATE 

nQ DEPT./OPERATIONS MANAGER 
AFE COMPLETION DATE REPORT NO. 

DATE 

COMPLETE ON OUTPOST, WILDCAT. ANO FIELD WILDCAT DRILLIN6 WELLS. 
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UNITED STATES POSTAL SB RVI 

OFFICIALS^ MESS 

"HW5IA ir̂ fottfloAJs 
Print your nama, add rata, and 
Cede In th« tpaea Mow. 
t Complata itami 1,2,3. and 

tht men*. 
• Attach to front of artiela if tpact 

ptrmiti, otharwiaa affix to back 
of anion, 

a Endow arttela "Rsturti Roaaipt 
Raquaarad" adjaeant to numbar, 

10 

PENALTY FOR PRIVATE 
use, WOO 

Print Sander'i name, eddre», and ZIP CodaHji tha ipaoa ba] 

70 3~ 

f 
UNITED STATES POSTAL 

"OFFICIAL J L . 

Print your nama, addma, 
Coda In tha apaea Mow. 
• Complata torn* 1, i , S^and 4 

tha ravorao. 
• Attaeh to front of artWa If t 

parmha. otharwhw affix to 
ofarttofa. 

o fndoraa artlola "Raturn Raoalpt 
Racfuaatad" adiaeent to numbar. 

RETURN 
—TO— 

BEFORE EXAMINER CATANACH 

OIL CONSERVATION DIVISION 

&j2_.EXH)B1T N 0 

Print Sendor'i nama, add raw, and ZIP Coda In tha ipsca balow. 

fa* $M &*j 
fifj fan?* Tr 1> ut&r 

CASE NO. 

UNITED STATES POSTAL SBRVICl 

OFFICIAL I V . 4IS8 

IINPH IMsTBUeTloWf 
Print your nama. addraaa, and ZIP 
Coda in tha apaea baiow. _ 
• Complata Itami 1.2, 3, and- 4 on 

tnt ravaraa. 

otharwiaa affix to 
a Attach to front of artjola If apaaa 

aoal 
Raquaatod" adjaoant to numoar, 

parml; 
Of artlola, 

* Endona artiela "Raturn R al»t 
PENALTY POM PRIVATE 

U85.W00 

RETURN 
TO 

Print Sandar'i nama, addrau, and ZIP Coda In tha ipace bolow. 
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THE HINKLE LAW FIRM-MIDLAND̂  QNf> "' — ° ^ 
•^MND^Ri Complata Itami U n a a whan additional nrview ara daHrad^and oomplata Kami 3 

, n d *" in f 'RETURN TO" Spaoa on tM ^ • " • . • W ' J i t t 
rati d to " 

- ond 4. 
Put your >ddr«M 
card from otlnr 
djth^ad to 

thll will prevent thla 

nSwingiwvWarairtailabla. Coniult 
quaitad, 

• Rettrtetad Delivery 

— • w 

p.o. a°v- 509^ 

8. Slgnatura - Addraaaw 

- Agaty 

;ypa 
D Reojitered 

y JBLCjrtJf led 
• Expraw Mall 

7. Dita of Delivery 0EC27 13W 
pY Form MM. 1987 * W.MO, 1M71TMM 

" "" nba 

Type of Sarvjeai 
• Injured' 
• COO 

Alwayi obtain signature of addranao 
or agent and ? * T l j ' V E R E D . 

AddrtfM»'l AddrW [ONL Y IJ 
nqutttfdtnd fit paid) 

DOMESTIC RETURN RECEIPT 

iff I — -
A S l k i o E R ; Complete Itami 1 and 3 whan additional Mrvioai ara deilred, and oomplata ltam» a 

i r / ' "R6TUPJN TO" Speoe on tha rav^ilda^Pallufaa^*»thia will areventthli 
reV id t< 

Put your addrati 1 
card from batna r 

>thli will prevent th|i 
j ,n imi , f l ( r t i t j«r to/ i 
Tare available, contuit 

p S t m r a n t r faai and aneex oextew wrawi 
i/Nkfhow to whom dallvarad. dete.-and addr 

,. . fffitfri elurft jt 
3. Artiela Addrawad to: , ^ 

5. Slonatura - Addraetee 

^ 3 
Data of Dalivarv 

PS Form 3811; Mai-1987 
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. piattrletad DalNary 

Numbar Tj. Arj^a Numbar^ 

f ^ VypJ1 of SaMBrf! 
• Raglitarad' 
$&C*jllfiod 
• ExprauMall 

• Inaurad 
• COO 

Alwayi obtain ilgnatura of addrauaa 
or agent and BATE RrV ' ^ l " 6 0 ' 
8. AddrtHta'i 'Addr«««?(5M HT 

nqlmtd and fit paid) 

VOS.aP.0. laar-ira-JM DOMESTIC RETURN RECEIPT 

. . -

SENDER: Complata Itami 1 and 2 whan additional aarvkiai ara dailrad, and complata itamia 
and 4. , >.v 

Put your addraat, lo< "RBTURN TO" Spaa* an tha ravaraa a Ida. Palluraf 0 will prevent thla 
card from b a l ^ r l flUffi^)^^ e d o o A f f a W 
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to whom dallvarad. 4#»r4tWkWBk^lKtWSteL 3. • Raatrlotad Dalivarv , 

1 (Extra chart*)! ~ t/ftMne g*arie;t 

(HUjouid; 

firoctu-ci-fon Co. 
Artlola Addretiadj 

fi/rwco 
ypa o,f<f*vloei 

• Raglitarad t . • Inaurad 
-&«e«ified . w • C O D 
" O Expre»Mal|\ 

7. Data of Dallvary 

3811 Mar 1()M': 
JAN 0 % 198$ 

4. Article Numbar 

4 £*d> 

ltdnatu Alwayi obtain iltfnatura of oddraaaaa 
or agant H A T S M L i v i B l P . 

8. AddrawH'i Addraa* 
'ttdsndfttpti 

.,1. 

DOMESTIC RETURN RECEIPT 




