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STATE/FEDERAL/FEE
EXPLORATORY UNITS

UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
TOMCAT UNIT AREA
COUNTY OF CHAVES
STATE OF NEW MEXICO
NO.

THIS AGREEMENT, entered into as of the 29th day of July 1992, by and between the parties
subscribing, ratifying, or consenting hereto, and herein referred to as the "parties hereto”,

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty or other oil and gas interests in the
unit area subject to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Statute 437, as amended 30 U.S.C.
Section 181 et. seq., authorizes Federal lessees and their representatives to unite with each other, or jointly or
separately with others, in collectively adopting and operating a unit plan of development or operations of any
oil and gas pool, field, or like area, or any part thereof for the purpose of more properly conserving the
natural resources thereof whenever determined and certified by the Secretary of the Interior to be necessary
or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is authorized by an Act of
Legislature (Section 19-10-45, 46, 47 NM Statutes 1978 Annotated) to consent to or approve this
agreement on behalf of the State of New Mexico, insofar as it covers and includes lands and mineral interest
of the State of New Mexico; and

WHEREAS, the Oil Conservation Division of the New Mexico Energy and Minerals Department,
hereinafter referred to as "Division”, is authorized by an act of the Legislature (Chapter 70 and 71, NM
Statutes 1978 Annotated) to approve this agreement and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Tomcat Unit Area covering the land
hereinafter described to give reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural resources, prevent waste, and
secure other benefits obtainable through development and operation of the area subject to this agreement
under the terms, conditions, and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and the promises herein contained, the parties
hereto commit to this agreement their respective interests in the below—defined unit area, and agree severally
among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February 25, 1920, as
amended, supra, and all valid pertinent regulations including operating and unit plan regulations, heretofore
issued thereunder or valid, pertinent and reasonable regulations hereafter issued thereunder are accepted and
made a part of this agreement as to Federal Lands, provided such regulations are not inconsistent with the
terms of this agreement; and as to non—Federal lands, the oil and gas operating regulations in effect as of the
effective date hereof governing drilling and producing operations, not inconsistent with the terms hereof or



the laws of the State in which the non-Federal land is located, are hereby accepted and made a part of this
agreement.

2. UNIT AREA. The following described land is hereby designated and recognized as constituting
the unit area:
wnshi uth, Ran ast
Section 28: S/2
Section 29: S/2S/2, NE/4SE/4
Section 31: SE/4
Section 32: All
Section 33: All
Containing 1,960.00 acres more or less.

Exhibit "A" shows, in addition to the boundary of the unit area, the boundaries and identity of tracts
and leases in said area to the extent known to the Unit Operator. Exhibit "B" attached hereto is a schedule
showing to the extent known to the Unit Operator, the acreage, percentage, and kind of ownership of oil and
gas interests in all lands in the unit area. However, nothing herein or in Exhibits "A" and "B" shall be
construed as a representation by any party hereto as to the ownership of any interest other than such interest
or interests as are shown in the Exhibits as owned by such party. Exhibits "A" and "B" shall be revised by
the Unit Operator whenever changes in the unit area or in the ownership interests in the individual tracts
render such revision necessary, or when requested by the Authorized officer, hereinafter referred to as "AO",
or when requested by the Commissioner of Public Lands of the State of New Mexico, hereinafter referred to
as "Land Commissioner”, and not less than four (4) copies of the revised Exhibits shall be filed with the
proper Bureau of Land Management office, and one (1) copy thereof shall be filed with the Land
Commissioner, and one (1) copy with the New Mexico Oil Conservation Division of the Energy and
Minerals Department, hereinafter referred to as "Division".

The above-described unit area shall, when practicable, be expanded to include therein any additional
lands or shall be contracted to exclude lands whenever such expansion or contraction is deemed to be
necessary or advisable to conform with the purposes of this agreement. Such expansion or contraction shall
be effected in the following manner:

(a) Unit Operator, on its own motion (after preliminary concurrence by the AO), or on demand of the
AO, or the Land Commissioner (after preliminary concurrence by the AO and the Land Commissioner) shall
prepare a Notice of Proposed Expansion or Contraction describing the contemplated changes in the
boundaries of the unit area, the reasons therefore, any plans for additional drilling, and the proposed effective
date of the expansion or contraction, preferably the first day of a month subsequent to the date of notice.

(b) Said notice shall be delivered to the proper Bureau of Land Management office, the Land
Commissioner and the Division, and copies thereof mailed to the last known address of each working
interest owner, lessee and lessor whose interest are affected, advising that 30 days will be allowed for
submission to the Unit Operator of any objections.

(c) Upon expiration of the 30-day period provided in the preceding item (b) hereof, Unit Operator
shall file with the AO, the Land Commissioner and the Division, evidence of mailing of the Notice of
Expansion or Contraction and a copy of any objections thereto which have been filed with Unit Operator
?ogc(;her with an application in triplicate, for approval of such expansion or contraction and with appropriate
joinders.

(d) After due consideration of all pertinent information, the expansion or contraction shall, upon
approval by the AO, the Land Commissioner and the Division, become effective as of the date prescribed in
the notice thereof or such other appropriate date.



(¢) Notwithstanding any prior elimination under the "Drilling to Discovery” section, all legal
subdivisions of lands (i.e., 40 acres by Government survey or its nearest lot or tract equivalent; in instances
of irregular surveys, unusually large lots or tracts shall be considered in multiples of 40 acres or the nearest
aliquot equivalent thereof), no parts of which are entitled to be in a participating area on or before the fifth
anniversary of the effective date of the first initial participating area established under this unit agreement,
shall be eliminated automatically from this agreement, effective as of said fifth anniversary, and such lands
shall no longer be a part of the unit area and shall no longer be subject to this agreement, unless diligent
drilling operations are in progress on unitized lands not entitled to participation on said fifth anniversary, in
which event all such lands shall remain subject hereto for so long as such drilling operations are continued
diligently, with not more than ninety (90) days' time elapsing between the completion of one such well and
the commencement of the next such well. All legal subdivisions of lands not entitled to be in a participating
area within ten (10) years after the effective date of the first initial participating area approved under this
agreement shall be automatically eliminated from this agreement as of said tenth anniversary. The Unit
Operator shall, within ninety (90) days after the effective date of any elimination hereunder, describe the
area so eliminated to the satisfaction of the AO and Land Commissioner and promptly notlfy all parties in
interest. All lands reasonably proved productive of unitized substances in paying quantities by diligent
drilling operations after the aforesaid 5-year period shall become participating in the same manner as during
said first S—year period. However, when such diligent drilling operations cease, all non—participating lands
not then entitled to be in a participating area shall be automatically eliminated effective as of the 91st day
thereafter.

Any expansion of the unit area pursuant to this section which embraces lands theretofore eliminated
pursuant to this Subsection 2(e) shall not be considered automatic commitment or recommitment of such
lands. If conditions warrant extension of the 10-year period specified in this subsection, a single extension
of not to exceed two (2) years may be accomplished by consent of the owners of 90% of the working
interests in the current non—-participating unitized lands and the owners of 60% of the basic royalty interests
(exclusive of the basic royalty interests of the United States) in non—participating unitized lands with
approval of the AO and the Land Commissioner provided such extension application is submitted not later
than sixty (60) days prior to the expiration of said 10-year period.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land now or hereafter committed to
this agreement shall constitute land referred to herein as "unitized land" or "land subject to this agreement”.
All oil and gas in any and all formations of the unitized land are unitized under the terms of this agreement
and herein are called "unitized substances”.

4. UNIT OPERATOR. Plains Radio Petroleum Company hereby designated as Unit Operator and
by signature hereto as Unit Operator agrees and consents to accept the duties and obligations of Unit

Operator for the discovery, development, and production of unitized substances as herein provided.
Whenever reference is made herein to the Unit Operator, such reference means the Unit Operator acting in
the capacity and not as an owner of interest in unitized substances, and the term "working interest owner"
when used herein shall include or refer to Unit Operator as the owner of a working interest only when such
an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have the right
to resign at any time prior to the establishment of a participating area or areas hereunder, but such
resignation shall not become effective so as to release Unit Operator from the duties and obllgatlons of Unit
Operator and terminate Unit Operator's rights as such for a period of six (6) months after notice of intention
to resign has been served by Unit Operator on all working interest owners and the AO and the Land
Commissioner and the Division, and until all wells then drilled hereunder are placed in a satisfactory
condition for suspension or abandonment, whichever is required by the AO as to Federal lands and the
Division as to State and fee lands, unless a new Unit Operator shall have been selected and approved and



shall have taken over and assumed the duties and obligations of Unit Operator prior to the expiration of said
period.

Unit Operator shall have the right to resign in like manner and subject to like limitations as above
provided at any time after a participating area established herecunder is in existence, but in all instances of
resignation or removal, until a successor Unit Operator is selected and approved as hereinafter provided, the
working interest owners shall be jointly responsible for performance of the duties of Unit Operator, and shall
not later than thirty (30) days before such resignation or removal becomes effective appoint a common agent
to represent them in any action to be taken hereunder.

The resignation of Unit Operator shall not release Unit Operator from any liability for any default by it
hereunder occurring prior to the effective date of its resignation.

The Unit Operator may, upon default or failure in the performance of its duties or obligations
hereunder, be subject to removal by the same percentage vote of the owners of working interests as herein
provided for the selection of a new Unit Operator. Such removal shall be effective upon notice thereof to the
AO and the Land Commissioner.

The resignation or removal of Unit Operator under this agreement shall not terminate its right, title, or
interest as the owner of a working interest or other interest in unitized substances, but upon the resignation or
removal of Unit Operator becoming effective, such Unit Operator shall deliver possession of all wells,
equipment, materials, and appurtenances used in conducting the unit operations to the newly qualified
successor Unit Operator or to the common agent, if no such new Unit Operator is selected, elected, to be
used for the purpose of conducting unit operations hereunder. Nothing herein shall be construed as
authorizing removal of any material, equipment, or appurtenances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender his or its
resignation as Unit Operator or shall be removed as hereinabove provided, or a change of Unit Operator as
negotiated by the working interest owners, the owners of the working interests according to their respective
acreage interest in all unitized land shall, pursuant to the approval of the parties requirements of the unit
operating agreement, select a successor Unit Operator. Such selection shall not become effective until:

(a) a Unit Operator so selected shall accept in writing the duties and responsibilities of Unit Operator,
and

(b) the selection shall have been approved by the AO and approved by the Land Commissioner.

If no successor Unit Operator is selected and qualified as herein provided, the AO and the Land
Commissioner, at their election may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit
Operator is not the sole owner of working interests, costs and expenses incurred by Unit Operator in
conducting unit operations hereunder shall be paid and apportioned among and borne by the owners of
working interests, all in accordance with the agreement or agreements entered into by and between the Unit
Operator and the owners of working interests, whether one or more, separately or collectively. Any
agreement or agreements entered into between the working interests owners and the Unit Operator as
provided in this section, whether one or more, are herein referred to as the "unit operating agreement”. Such
unit operating agreement shall also provide the manner in which the working interest owners shall be entitled
to receive their respective proportionate and allocated share of the benefits accruing hereto in conformity
with their underlying operating agreements, leases, or other independent contracts, and such other rights and
obligations as between Unit Operator and the working interest owners as may be agreed upon by Unit
Operator and the working interest owners; however, no such unit operating agreement shall be deemed cither
to modify any of the terms and conditions of this unit agreement or to relieve the Unit Operator of any right
or obligation established under this unit agreement, and in case of any inconsistency or conflict between this
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agreement and the unit operating agreement, this agreement shall govern. Two copies of any unit operating
agreement executed pursuant to this section shall be filed in the proper Bureau of Land Management office
and one true copy with the Land Commissioner, and one true copy with the Division prior to approval of this
unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifically
provided herein, the exclusive right, privilege, and duty of exercising any and all rights of the parties hereto
which are necessary or convenient for prospecting for, producing, storing, allocating, and distributing the
unitized substances are hereby delegated to and shall be exercised by the Unit Operator as herein provided.
Acceptable evidence of title to said rights shall be deposited with Unit Operator and, together with this
agreement, shall constitute and define the rights, privileges, and obligations of Unit Operator. Nothing
herein, however, shall be construed to transfer title to any land or to any lease or operating agreement, it
being understood that under this agreement the Unit Operator, in its capacity as Unit Operator, shall exercise
the rights of possession and use vested in the parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within six (6) months after the effective date hereof, the Unit
Operator shall commence to drill an adequate test well at a location approved by the AO, if on Federal land,
or by the Land Commissioner, if on State land, and by the Division if on Fee land, unless on such effective
date a well is being drilled in conformity with the terms hereof, and thereafter continue such drilling
diligently until the lower San Andres has been tested or until at a lesser depth unitized substances shall
be discovered which can be produced in paying quantities (to—wit: quantities sufficient to repay the costs of
drilling, completing, and producing operations, with a reasonable profit) or the Unit Operator shall at any
time establish to the satisfaction of the AO if on Federal land, or the Land Commissioner if on State land, or
the Division if located on Fee land, that further drilling of said well would be unwarranted or impracticable,
provided, however, that Unit Operator shall not in any event be required to drill said well to a depth in
excess of 4,000 feet. Until the discovery of unitized substances capable of being produced in paying
quantities, the Unit Operator shall continue drilling one well at a time, allowing not more than six (6) months
between the completion of one well and the commencement of drilling operations for the next well, until a
well capable of producing unitized substances in paying quantities is completed to the satisfaction of the AO
if it be on Federal land, or of the Land Commissioner if on State land, or the Division if on Fee land, or until
it is reasonably proved that the unitized land is incapable of producing unitized substances in paying
quantities in the formations drilled hereunder. Nothing in this section shall be deemed to limit the right of
the Unit Operator to resign as provided in Section S hereof, or as requiring Unit Operator to commence or
continue any drilling during the period pending such resignation becoming effective in order to comply with
the requirements of this section.

The AO and Land Commissioner may modify any of the drlling requirements of this section by
granting reasonable extensions of time when, in their opinion, such action is warranted.

Upon failure to commence any well as provided for in this section within the time allowed, prior to the
establishment of a participating area, including any extension of time granted by the AO and the Land
Commissioner, this agreement will automatically terminate. Upon failure to continue drilling diligently any
well commenced hereunder, the AO and the Land Commissioner may, after fifteen (15) days notice to the
Unit Operator, declare this unit agreement terminated. The parties to this agreement may not initiate a
request to voluntarily terminate this agreement during the first six (6) months of its term unless at least one
obligation well has been drilled in accordance with the provisions of this section.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months after
completion of a well capable of producing unitized substances in paying quantities, the Unit Operator shall
submit for the approval of the AO, the Land Commissioner and Division, an acceptable plan of development
and operation for the unitized land which, when approved by the AO, the Land Commissioner and Division,
shall constitute the further drilling and development obligations of the Unit Operator under this agreement
for the period specified therein. Thereafter, from time to time before the expiration of any existing plan, the
Unit Operator shall submit for the approval of the AO, the Land Commissioner and Division a plan for
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an additional specified period for the development and operation of the unitized land. Subsequent plans
should normally be filed on a calendar year basis not later than March 1 each year. Any proposed
modification or addition to the existing plan should be filed as a supplement to the plan.

Any plan submitted pursuant to this section shall provide for the timely exploration of the unitized
area, and for the diligent drilling necessary for determination of the area or areas capable of producing
unitized substances in paying quantities in each and every productive formation. This plan shall be as
complete and adequate as the AO, the Land Commissioner and Division may determine to be necessary for
timely development and proper conservation of the oil and gas resources of the unitized area and shall:

(a) specify the number and locations of any wells to be drilled and the proposed order and time for
such drilling; and

(b) provide a summary of operations and production for the previous year.

Plans shall be modified or supplemented when necessary to meet changed conditions or to protect the
interests of all parties to this agreement. Reasonable diligence shall be exercised in complying with the
obligations of the approved plan of development and operation. The AO and the Land Commissioner are
authorized to grant a reasonable extension of the 6-month period herein prescribed for submission of an
initial plan of development and on operation where such action is justified because of unusual conditions or
circumstances.

After completion of a well capable of producing unitized substances in paying quantities, no further
wells, except such as may be necessary to afford protection against operations not under this agreement and
such as may be specifically approved by the AO, the Land Commissioner and Division, shall be drilled
except in accordance with an approved plan of development and operation.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of producing
unitized substances in paying quantities, or as soon thereafter as required by the AO, the Land Commissioner
or the Division, the Unit Operator shall submit for approval by the AO, the Land Commissioner and
Division, a schedule, based on subdivisions of the public-land survey or aliquot parts thereof, of all land
then regarded as reasonably proved to be productive of unitized substances in paying quantities. These lands'
shall constitute a participating area on approval of the AO, the Land Commissioner and Division, effective
as of the date of completion of such well or the effective date of this unit agreement, whichever is later. The
acreages of both Federal and non-Federal lands shall be based upon appropriate computations from the
courses and distances shown on the last approved public-land survey as of the effective date of each initial
participating area. The schedule shall also set forth the percentage of unitized substances to be allocated, as
provide in Section 12 to each committed tract in the participating area so established, and shall govern the
allocation of production commencing with the effective date of the participating area. A different
participating area shall be established for each separate pool or deposit of unitized substances or for any
group thereof which is produced as a single pool or zone, and any two or more participating areas so
established may be combined into one, on approval of the AO, the Land Commissioner and the Division.
When production from two or more participating areas is subsequently found to be from a common pool or
deposit, the participating areas shall be combined into one, effective as of such appropriate date as may be
approved or prescribed by the AO, the Land Commissioner and Division. The participating area or areas so
established shall be revised from time to time, subject to the approval of the AO, the Land Commissioner,
and Division to include additional lands then regarded as reasonably proved to be productive of unitized
substances in paying quantities or which are necessary for unit operations, or to exclude lands then regarded
as reasonable proved not to be productive of unitized substances in paying quantities, and the schedule of
allocation percentages shall be revised accordingly. The effective date of any revision shall be the first of
the month in which the knowledge or information is obtained on which such revision is predicated; provided,
however, that a more appropriate effective date may be used if justified by the Unit Operator and approved
by the AO, the Land Commissioner and Division. No land shall be excluded from a participating area on
account of depletion of its unitized substances, except that any participation area established under the
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provisions of this unit agreement shall terminate automatically whenever all completions in the formation on
which the participating areas is based are abandoned.

It is the intent of this section that a participating area shall represent the area productive of unitized
substances known or reasonably proved to be productive in paying quantities or which are necessary for unit
operations; but, regardless of any revision of the participating area, nothing herein contained shall be
construed as requiring any retroactive adjustment for production obtained prior to the effective date of the
revision of the participating area.

In the absence of agreement at any time between the Unit Operator and the AO, the Land
Commissioner and Division, as to the proper definition or redefinition of a participating area, or until a
participating area has, or areas have, been established, the portion of all payments affected thereby shall,
except royalty due the United States and the State of New Mexico, be impounded in a manner mutually
acceptable to the owners of committed working interests and the AO and the Land Commissioner. Royalties
due to the United States and the State of New Mexico shall be determined by the AO for Federal lands and
the Land Commissioner for the state lands and the amount thereof shall be deposited, as directed by the
AO and the Land Commissioner until a participating area is finally approved and then adjusted in
accordance with a determination of the sum due as Federal royalty on the basis of such approved
participating area.

Whenever it is determined, subject to the approval of the AO, the Land Commissioner and the
Division, that a well drilled under this agreement is not capable of production of unitized substances in
paying quantities and inclusion in a participating area of the land of which it is situated in a participating
area is unwarranted, production from such well shall, for the purposes of settlement among all parties other
than working interest owners, be allocated to the land on which the well is located, unless such land is
already within the participating area established for the pool or deposit from which such production is
obtained. Settlement for working interest benefits from such a nonpaying unit well shall be made as
provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced from each participating
area established under this agreement, except any part thereof used in conformity with good operating
practices within the unitized area for drilling, operating, and other production for development purposes, for
repressuring or recycling in accordance with a plan of development and operations which has been approved
by the AO, the Land Commissioner and Division, or unavoidably lost, shall be deemed to be produced
equally on an acreage basis from the several tracts of unitized land of the participating area established for
such production. For the purpose of determining any benefits accruing under this agreement, each such tract
of unitized land shall have allocated to it such percentage of said production as the number of acres of such
tract included in said participating area bears to the total acres of unitized land in said participating area,
except that allocation of production hereunder for purposes other than for settlement of royalty, over-riding
royalty, or payment out of production obligations of the respective working interest owners, shall be on the
basis prescribed in the unit operating agreement whether in conformity with the basis of allocation herein set
forth or otherwise. It is hereby agreed that production of unitized substances from a participating area shall
be allocated as provided herein regardless of whether any wells are drilled on any particular part or tract of
the participating area. If any gas produced from one participating area is used for repressuring or recycling
purposes in another participating area, the first gas withdrawn from the latter participating area for sale
during the life of this agreement, shall be considered to be the gas so transferred, until an amount equal to
that transferred shall be so produced for sale and such gas shall be allocated to the participating area from
which initially produced as such area was defined at the time of such initial production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR
FORMATIONS. Any party hereto owning or controlling the working interest in any unitized land having
thereon a regular well location may with the approval of the AO and the Land Commissioner, and the
Division at such party's sole risk, costs, and expense, drill a well to test any formation provided the well is
outside any participating area established for that formation, unless within ninety (90) days of receipt of
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notice from said party of his intention to drill the well, the Unit Operator elects and commences to drill the
well in a like manner as other wells are drilled by the Unit Operator under this agreement.

If any well drilled under this section by a working interest owner results in production of unitized
substances in paying quantitics such that the land upon which it is situated may properly be included in a
participating area, such participating area shall be established or enlarged as provided in this agreement and
the well shall thereafter be operated by the Unit Operator in accordance with the terms of this agreement and
the unit operating agreement.

If any well drilled under this section by a working interest owner that obtains production in quantities
insufficient to justify the inclusion of the land upon which such well is situated in a participating area, such
well may be operated and produced by the party drilling the same, subject to the conservation requirements
of this agreement. The royalties in amount or value of production from any such well shall be paid as
specified in the underlying lease and agreements affected.

14. ROYALTY SETTLEMENT. The United States and any State and any royalty owner who is
entitled to take in kind a share of the substances not unitized hereunder shall hereafter be entitled to the right
to take in kind its share of the unitized substances, and Unit Operator, or the working interest owner in case
of the operation of a well by a working interest owner as herein provided for in special cases, shall make
deliveries of such royalty share taken in kind in conformity with the applicable contracts, laws, and
regulations. Settlement for royalty interest not taken in kind shall be made by working interest owners
responsible therefor under existing contracts, laws and regulations, or by the Unit Operator on or before the
last day of each month for unitized substances produced during the preceding calendar month; provided,
however, that nothing in this section shall operate to relieve the lessees of any land from their respective
lease obligations for the payment of any royalties due under their leases. '

If gas obtained from lands not subject to this agreement is introduced into any participating area
hereunder, for use in repressuring, stimulation of production, or increasing ultimate recovery in conformity
with a plan of development and operation approved by the AO and the Land Commissioner and the
Division, a like amount of gas, after settlement as herein provided for any gas transferred from any other
participating area and with appropriate deduction for loss from any cause, may be withdrawn from the
formation into which the gas is introduced, royalty free as to dry gas, but not as to any products which may
be extracted therefrom; provided that such withdrawal shall be at such time as may be provided in the
approved plan of development and operation or as may otherwise be consented to by the AO and the Land
Commissioner and the Division as conforming to good petroleum engineering practice; and provided further,
that such right of withdrawal shall terminate on the termination of this unit agreement.

Royalty due the United States shall be computed as provided in 30 CFR Group 200 and paid in value
or delivered in kind as to all unitized substances on the basis of the amounts hereof allocated to unitized
Federal land as provided in Section 12 at the rates specified in the respective Federal lease, or at such other
rate or rates as may be authorized by law or regulation and approved by the AO; provided, that for leases on
which the royalty rate depends on the daily average production per well, said average production shall be
determined in accordance with the operating regulations as though each participating area were a single
consolidated lease.

Royalty due on account of State lands shall be computed and paid on the basis of all unitized
substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases committed hereto shall
be paid by appropriate working interest owners under existing contracts, laws, and regulations, provided that
nothing herein contained shall operate to relieve the lessees of any land from their respective lease
obligations for the payment of any rental or minimum royalty due under their leases. Rental or minimum
royalty for lands of the United States subject to this agreement shall be paid at the rate specified in the



respective leases from the United States unless such rental or minimum royalty is waived, suspended, or
reduced by law or by approval of the Secretary or his duly authorized representative.

Rentals on State of New Mexico lands subject to this agreement shall be paid at the rate specified in
the respective leases.

With respect to any lease on non—federal land containing provisions which would terminate such lease
unless drilling operations are commenced upon the land covered thereby within the time therein specified or
rentals are paid for the privilege of deferring such drilling operations, the rentals required thereby shall,
notwithstanding any other provision of this agreement, be deemed to accrue and become payable during the
term thereof as extended by this agreement and until the required drilling operations are commenced upon
the land covered thereby, or until some portion of such land is included within a participating area.

16. CONSERVATION. Operations hereunder and production of unitized substances shall be
conducted to provide for the most economical and efficient recovery of said substances without waste, as
defined by or pursuant to State or Federal law or regulation.

17. DRAINAGE. (a). The Unit Operator shall take such measures as the AO and Land Commissioner
deems appropriate and adequate to prevent drainage of unitized substances for unitized land by wells on land
not subject to this agreement, which shall include the drilling of protective wells and which may include the
payment of a fair and reasonable compensatory royalty, as determined by the AO as to Federal leases and the
Land Commissioner, as to State leases.

(b). In order to compensate the United States for drainage from any unleased
Federal lands sharing a common pool, or deposit, with land in the participating area, one—eighth of the
production that would be attributable to such Federal lands under Section 12 of this agreement, if they were
leased, committed and within the participating area, shall be payable as compensatory royalties to the
Federal Government monthly on the last day of the calendar month next following the calendar month of
production under the Bureau of Land Management's case recordation number for the participating area.
Payment shall accrue from the date of first production of unitized substances from the participating area (or
participating area expansion) sharing a common pool or deposit with the unleased Federal lands. If leased
Federal lands that share in actual production allocation from the participating area become unleased, the
payment shall accrue from the date the Federal lands become unleased. Payment due under this provision
shall end when the unleased Federal tract is leased or when production of unitized substances ceases within
the participating area sharing a common pool with the unleased Federal tract, whichever occurs first.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions, and
provisions of all leases, subleases, and other contracts relating to exploration, drilling, development, or
operation for oil or gas on lands committed to this agreement are hereby expressly modified and amended to
the extent necessary to make the same conform to the provisions hereof, but otherwise to remain in full force
and effect; and the parties hereto hereby consent that the Secretary, as to Federal leases and the Land
Commissioner, as to State leases, each by his approval hereof, or by the approval hereof by his duly
authorized representative, shall and does hereby establish, alter, change, or revoke the drilling, producing,
rental minimum royalty, and royalty requirements of Federal and State leases committed hereto and the
regulations in respect thereto to conform said requirements to the provisions of this agreement, and, without
limiting the generality of the foregoing, all leases, subleases, and contracts are particularly modified with the
following:

(a) The development and operation of lands subject to this agreement under the terms hereof shall be
deemed full performance of all obligations for development and operation with respect to each and every
separately owned tract subject to this agreement, regardless of whether there is any development of any
particular tract of this unit area.



(b) Drilling and producing operations performed hereunder upon any tract of unitized lands will be -
accepted and deemed to be performed upon and for the benefit of each and every tract of unitized land, and
no lease shall be deemed to expire by reason of failure to drill or produce wells situated on the land therein
embraced. '

(c) Suspension of drilling or producing operations on all unitized lands pursuant to direction or
consent of the AO and the Land Commissioner, or his duly authorized representative, shall be deemed to
constitute such suspension pursuant to such direction or consent as to each and every tract of unitized land.
A suspension of drilling or producing operations limited to specified lands shall be applicable only to such
lands.

(d) Each lease, sublease or contract relating to the exploration, drilling, development, or operation for
oil or gas of lands other that those of the United States and State of New Mexico committed to this
agreement which, by its terms might expire prior to the termination of this agreement, is hereby extended
beyond any such terms so provided therein so that it shall be continued in full force and effect for and during
the term of this agreement.

(e) Any Federal lease committed hereto shall continue in force beyond the term so provided therein or
by law as to the land committed so long as such lease remains subject hereto, provided that production of
unitized substances in paying quantities is established in paying quantities under this unit agreement prior to
the expiration date of the term of such lease, or in the event actual drilling operations are commenced on
unitized land, in accordance with provisions of this agreement, prior to the end of the primary term of such
lease and are being diligently prosecuted at that time, such lease shall be extended two years, and so long
thereafter as oil or gas is produced in paying quantities in accordance with the provisions of the Mineral
Leasing Act, as amended.

(f) Each sublease or contract relating to the operation and development of unitized substances from
lands of the United States committed to this agreement, which by its terms would expire prior to the time at
which the underlying lease, as extended by the immediately preceding paragraph, will expire, is hereby
extended beyond any such term so provided therein so that it shall be continued in full force and effect for
and during the term of the underlying lease as such term is herein extended.

(g) The segregation of any Federal lease committed to this agreement is governed by the following
provision in the fourth paragraph of Section 17 (j) of the Mineral Leasing Act, as amended by the Act of
September 1, 1960, (74 Stat. 781-784) (30 U.S.C. 226 (j)): "Any (Federal) lease heretofore or hereafter
committed to any such (Unit) plan embracing lands that are in part within and in part outside the area
covered by any such plan shall be segregated into separate leases as to the lands committed and the lands not
committed as of the effective date of unitization. Provided, however that any such lease as to non-unitized
portion shall continue in force and effect for the term thereof, but for not less that two years from the date of
such segregation and so long thereafter as oil or gas is produced in paying quantities.”

(h) In the event the Initial Test Well is commenced prior to the expiration date of the shortest term
State Lease within the Unit Area, any lease embracing lands of the State of New Mexico which is made the
subject to this agreement, shall continue in force beyond the term provided therein as to the lands committed
hereto until the termination hereof.

(i) Any lease embracing lands of the State of New Mexico having only a portion of its lands
committed hereto, shall be segregated as to the portion committed and the portion not committed, and the
terms of such lease shall apply separately to such segregated portions commencing as the effective date
hereof; provided, however, that notwithstanding any of the provisions of this agreement to the contrary, such
lease shall continue in full force and effect beyond the term provided therein as to all lands embraced in
such lease, if 0il or gas is being produced in paying quantities from some part of the lands embraced in
such lease at the expiration of the fixed term of such lease; or if, at the expiration of the fixed term, the lessee
or the Unit Operator is then engaged in bona fide drilling or reworking operations on some part of the lands
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embraced in such lease, then the same as to all lands embraced therein shall remain in full force and effect so
long as such operations are being diligently prosecuted, and if they resultin the production of oil or gas,
said lease shall continue in full force and effect as to all lands embraced therein, so long thereafter as oil or
gas in paying quantities is being produced from any portion of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to be covenants
running with the land with respect to the interests of the parties hereto and their successors in interest until
this agreement terminates, and any grant, transfer or conveyance of interest in land or lease subject hereto
shall be and hereby is conditioned upon the assumption of all privileges and obligations hereunder by the
grantee, transferee, or other successor in interest. No assignment or transfer of any working interest, royalty,
or other interest subject hereto shall be binding upon Unit Operator until the first day of the calendar month
after Unit Operator is furnished with the original, photostatic, or certified copy of the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon approval by the
AO and the Land Commissioner or their duly authorized representative and shall automatically terminate
five (5) years from said effective date unless:

(a) Upon application by the Unit Operator such date of expiration is extended by the AO and the Land
Commissioner; or

(b) it is reasonably determined prior to the expiration of the fixed terms or any extension thereof that
the unitized land is incapable of production of unitized substances in paying quantities in the formations
tested hereunder, and after notice of intention to terminate this agreement on such ground is given by the
Unit Operator to all parties in interest at their last known addresses, this agreement is terminated with
approval of the AO and the Land Commissioner; or

(c) a valuable discovery of unitized substances in paying quantities has been made or accepted on
unitized lands during said initial term or any extension thereof, in which event this agreement shall remain in
effect for such term and so long thereafter as unitized substances can be produced as to Federal lands and are
being produced as to State lands in quantities sufficient to pay for the cost of producing same from wells on
unitized land within any participating area established hereunder. Should production cease and diligent
drilling operations to restore production or new production are not in progress or reworking within sixty (60)
days and production is not restored or should new production not be obtained in paying quantities on
committed lands within this unit area, this agreement will automatically terminate effective the last day of
the month in which the last unitized production occurred; or

(d) it is voluntarily terminated as provided in this agreement. Except as noted herein this agreement
may be terminated at any time prior to the discovery of unitized substances which can be produced in
paying quantities by not less than 75 per centum, on an acreage basis, of the working interest owners
signatory hereto, with the approval of the AO and the Land Commissioner. The Unit Operator shall give
notice of any such approval to all parties hereto. Voluntary termination may not occur during the first six (6)
months of this agreement unless at least one obligation well shall have been drilled in conformance with
Section 9.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The AO is hereby
vested with authority to alter or modify from time to time, in his discretion, the quantity and rate of
production under this agreement when such quantity and rate are not fixed pursuant to Federal or State law,
or do not conform to any State-wide voluntary conservation or allocation program which is established,
recognized, and generally adhered to by the majority of operators in such State. The above authority is
hereby limited to alteration or modifications which are in the public interest. The public interest to be served
and the purpose thereof, must be stated in the order of alteration or modification. Without regard to the
foregoing, the AO is also hereby vested with authority to alter or modify from time to time, in his discretion,
the rate of prospecting and development and the quantity and rate of production under this agreement when
such alteration or modification is in the interest of attaining the conservation objectives stated in this
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agreement and is not in violation of any applicable Federal or State law; provided, further, that no such
alteration or modification shall be effective as to any land of the State of New Mexico, as to the rate of
prospecting and developing in the absence of the specific written approval thereof by the Commissioner and
also to any lands of the State of New Mexico or privately owned lands subject to this agreement as to the
quantity and rate of production in the absence of specific written approval thereof by the Division.

Powers in the section vested in the AO shall only be exercised after notice to Unit Operator and
opportunity for hearing to be held not less than 15 days from notice.

22. APPEARANCES. Unit Operators shall, after notice to other parties affected, have the right to
appear for and on behalf of any and all interest affected hereby before the Department of the Interior and the
Commissioner of Public Lands and Division, and to appeal from orders issued under the regulations of said
Department or Land Commissioner and Division or to apply for relief from any of said regulations, or in
any proceedings relative to operations before the Department or the Land Commissioner and Division or
any other legally constituted authority; provided, however, that any other interested party shall also have the
right at its own expense to be heard in any such proceeding.

23. NOTICES. All notices, demands, or statements required hereunder to be given or rendered to the
parties hereto shall be in writing and shall be personally delivered to the party or parties, or sent by postpaid
registered or certified mail, to the last known address of the party or parties.

24. NO WAIVER OF CERTAIN RIGHTS. Nothing contained in this agreement shall be construed
as a waiver by any party hereto of the right to assert any legal or constitutional right or defense as to the
validity or invalidity of any law of the State where unitized lands are located, or of the United States, or
regulations issued thereunder in any way affecting such party, or as a waiver by any such party of any right
beyond his or its authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this agreement requiring the Unit Operator to
commence or continue drilling, or to operate on, or produce unitized substances from any of the lands
covered by this agreement, shall be suspended while the Unit Operator, despite the exercise of due care and
diligence, is prevented from complying with such obligations, in whole or in part, by strikes, acts of God,
Federal, State, or municipal law or agencies, unavoidable accidents, uncontrollable delays in transportation,
inability to obtain necessary materials or equipment in open market, or other matters beyond the reasonable
control of the Unit Operator whether similar to matters herein enumerated or not.

26. NONDISCRIMINATION. In connection with the performance of work under this agreement,
the Unit Operator agrees to comply with all the provisions of Section 202(1) to (7) inclusive of Executive
Order 11246 (30 F.R. 12319), as amended which are hereby incorporated by reference in this agreement.

27. LOSS OF TITLE. In the event title to any tract of unitized land shall fail and the true owner
cannot be induced to join in this unit agreement, such tract shall be automatically regarded as not committed
hereto, and there shall be such readjustment of future costs and benefits as may be required on account of the
loss of such title. In the event of a dispute as to title to any royalty, working interest, or other interests
subject thereto, payment or delivery on account thereof may be withheld without liability for interest until
the dispute is finally settled; provided, that, as to Federal and State lands or leases, no payments of funds due
the United States or the State of New Mexico should be withheld, but such funds shall be deposited as
directed by the AO and such funds of the State of New Mexico shall be deposited as directed by the Land
Commissioner, to be held as unearned money pending final settlement of the title dispute, and then applied
as earned or returned in accordance with such final settlement.

Unit Operator as such is relieved from any responsibility for any defect or failure of any title
hereunder.
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28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial interest in a
tract within the unit area fails or refuses to subscribe or consent to this agreement, the owner of the working
interest in that tract may withdraw the tract from this agreement by written notice delivered to the proper
Bureau of Land Management office, the Land Commissioner, the Division and the Unit Operator prior to the
approval of this agreement by the AO and Commissioner. Any oil or gas interests in lands within the unit
area not committed hereto prior to final approval may thereafter be committed hereto by the owner or owners
thereof subscribing or consenting to this agreement, and, if the interest, is a working interest, by the owner of
such interest only subscribing to the unit operating agreement. After operations are commenced hereunder,
the right of subsequent joinder, as provided in this section, by a working interest owner is subject to such
requirements or approval(s), if any, pertaining to such joinder, as may be provided for in the unit operating
agreement. After final approval hereof, joinder by a non-working interest owner must be consented to in
writing by the working interest owner committed hereto and responsible for the payment of any benefits
that may accrue hereunder in behalf of such non—-working interest. A non-working interest may not be
committed to this unit agreement unless the corresponding working interest is committed hereto. Joinder to
the unit agreement by a working interest owner, at any time, must be accompanied by appropriate joinder to
the unit operating agreement, in order for the interest to be regarded as committed to this agreement. Except
as may otherwise herein be provided, subsequent joinders to this agreement shall be effective as of the date
of the filing with the AO, the Land Commissioner and the Division of duly executed counterparts of all or
any papers necessary to establish effective commitment of any interest and/or tract to this agreement.

29. COUNTERPARTS. This agreement may be executed in any number of counterparts, no one of
which needs to be executed by all parties, or may be ratified or consented to by separate instrument in
writing specifically referring hereto and shall be binding upon all those parties who have executed such a
counterpart, ratification, or consent hereto with the same force and effect as if all such parties had signed the
same document and regardless of whether or not it is executed by all other parties owning or claiming an
interest in the lands within the above~described unit area.

30. SURRENDER. Nothing in this agreement shall prohibit the exercise by any working interest
owner of the right to surrender vested in such party by any lease, sublease, or operating agreement as to all
or any part of the lands covered thereby, provided that each party who will or might acquire such working
interest by such surrender or by forfeiture as hereafter set forth, is bound by the terms of this agreement.

If, as a result of any such surrender, the working interest rights as to such lands become vested in any
party other than the fee owner of the unitized substances, said party may forfeit such rights and further
benefits from operation hereunder as to said land to the party next in the chain of title who shall be and
become the owner of such working interest.

If, as a result of any such surrender or forfeiture, working interests rights become vested in the fee
owner of the unitized substances, such owner may:

(a) accept those working interest rights subject to this agreement and the unit operation agreement; or

(b) lease the portion of such land as is included in a participating area established hereunder subject to
this agreement and the unit operating agreement; or

(c) provide for the independent operation of any part of such land that is not then included within a
participating area established hereunder.

If the fee owner of the unitized substances does not accept the working interest rights subject to this
agreement and the unit operating agreement or lease such lands as above provided within six (6) months
after the surrender or forfeited working interest rights become vested in the fee owner, the benefits and
obligations of operations accruing to such lands under this agreement and the unit operating agreement shall
be shared by the remaining owners of unitized working interest in accordance with their respective working
interests ownerships, and such owners of working interests shall compensate the fee owner of unitized
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substances in such lands by paying sums equal to the rentals, minimum royalties, and royalties applicable to
such lands under the lease in effect when the lands were unitized.

An appropriate accounting and settlement shall be made for all benefits accruing to or payments and
expenditures made or incurred on behalf of such surrendered or forfeited working interest subsequent to the
date of surrender or forfeiture, and payment of any monies found to be owning by such an accounting shall
be made as between the parties within thirty (30) days.

The exercise of any right vested in a working interest owner to reassign such working interest to the
party from whom obtained shall be subject to the same conditions as set forth in this section in regard to the
exercise of a right to surrender.

31. TAXES. The working interest owners shall render and pay for their account and the account of
the royalty owners all valid taxes on or measured by the unitized substances in and under or that may be
produced, gathered and sold from the land covered by this agreement after its effective date, or upon the
proceeds derived therefrom. The working interest owners on each tract shall and may charge the proper
proportion of said taxes to royalty owners having interest in said tract, and may currently retain and deduct
a sufficient amount of the unitized substances or derivative products, or net proceeds thereof, from the
allocated share of each royalty owner to secure reimbursement for the taxes so paid. No such taxes shall be
charged to the United States or the State of New Mexico or to any lessor who has a contract with his lessee
which requires the lessee to pay such taxes.

32. NO PARTNERSHIP. It is expressly agreed that the relation of the parties hereto is that of
independent contractors and nothing contained in this agreement, expressed or implied, nor any operations
conducted hereunder, shall create or be deemed to have created a partnership or association between the
parties hereto or any of them.

33: SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing in this
agreement shall modify or change either the special Federal lease stipulations relating to surface
management or such special Federal lease stipulations relating to surface and environmental protection,
attached to and made a part of, Oil and Gas Leases covering lands within the Unit Area.

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be executed and have set
opposite their respective names the date of execution.

UNIT OPERATOR AND WORKING INTEREST OWNER

ATTEST: Plains Radio Petroleum Co., a Texas Corp.
BY: BY:
Burk Whittenburg, Asst. Secretary Jim W. Walker, President
Address: P.O. Box 9354 Date of Execution
Amarillo, TX 79105-9354
TRACTS - 4,5
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STATE OF TEXAS )
)ss.
COUNTY OF POTTER )

On this day of , 19 , before me appeared Jim W. Walker, to
me personally known, who, being duly sworn, did say that he is the President of Plains Radio Petroleum
Company, a Texas Corporation and that the seal affixed to said instrument was signed and sealed in behalf
of said corporation by authority of its board of directors, and said Jim W. Walker acknowledged said
instrument to be the free act of deed of said corporation.

My commission expires:

NOTARY PUBLIC

NON-OPERATING WORKING INTEREST OWNER(S)

BY: By:
Dolores B. Stevens Norman L. Stevens, Jr.
Address: P.O. Box 278 Date of Execution
Roswell, NM 88202-0278
TRACTS - 2,34

STATE OF NEW MEXICO )
)ss.
COUNTY OF CHAVES )

This instrument was acknowledged before me this day of ,
19 by Norman L. Stevens, Jr and Dolores B. Stevens, his wife. -

My commission expires:
NOTARY PUBLIC
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UNIT
OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between Plajins Radio Petroleum Company ,
hereinafter designated and referred to as “Operator,” and the signatory party or parties other than Operator, sometimes
hereinafter referred to individually as “Non-Operator,” and collectively as “"Non-Operators.”

' WITNESSETH:

WHEREAS, the parties to this agreement are owners of Oil and Gas Leases and/or Qil and Gas Interests in the land
identified in Exhibit "A,” and the parties hereto have reached an agreement to explore and develop these Leases and/or Oil
and Gas Interests for the production of Oil and Gas to the extent ¥adka hereinafter provided, and as ?rovéded for

NOW, THEREEORE, it is agreed as follows: in the Unit Agreement mentioned below.

ARTICLE I
DEFINITIONS

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

A. The term "AFE" shall mean an Authority for Expenditure prepared by a party to this agreement for the purpose of
estimating the costs to be incurred in conducting an operation hereunder.

B. The term “"Completion” or "Complete” shall mean a single operation intended to complete a well as a producer of Oil
and Gas in one or more Zones, including, but not limited to, the setting of production casing, perforating, well stimulation
and production testing conducted in such operation.

C. The term "Contract Area” shall mean all of the lands, Oil and Gas Leases and/or QOil and Gas Interests intended to be
developed and operated for Oil and Gas purposes under this agreement. Such lands, Oil and Gas Leases and Oil and Gas
Interests are described in Exhibit “A.”

D. The term "Deepen” shall mean a single operation whereby a well is drilled to an objective Zone below the deepest
Zone in which the well was previously drilled, or below the Deepest Zone proposed in the associated AFE, whichever is the
lesser.

E. The terms "Drilling Party” and "Consenting Party” shall mean a party who agrees to join in and pay its share of the
cost of any operation conducted under the provisions of this agreement.

F. The term "Drilling Unit” shall mean the area fixed for the drilling of one well by order or rule of any state or federal
body having authority. If a Drilling Unit is not fixed by*a;ny such rule or order, a Drilling Unit shall be the drilling unit as
established by the pattern of drilling in the Contract Area unless fixed by express agreement of the Drilling Parties.

G. The term "Drillsite” shall mean the Oil and Gas Lease or Oil and Gas Interest on which a proposed well is to be
located.

H. The term "Initial Welf” shall mean the well required to be drilled by the parties hereto as provided in Article VLA,

I. The term “Non-Consent Well” shall mean a well in which less than all parties have conducted an operation as
provided in Article VI.B.2,

J. The terms "Non-Drilling Party” and "Non-Consenting Party” shall mean a party who elects not to participate in a
proposed operation.

K. The tetm "Oil and Gas” shall mean oil, gas, casinghead gas, gas condensate, and/or all other liquid or gaseous
hydrocarbons and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is
specifically stated.

L. The term "Oil and Gas Interests” or “Interests” shall mean unleased fee and mineral interests in Oil and Gas in tracts
of land lying within the Contract Area which are owned by parties to this agreement.

M. The terms “Oil and Gas Lease,” “Lease” a‘ld “Leasehold” shall mean the oil and gas leases or interests therein
covering tracts of land lying within the Contract Area which are owned by the parties to this agreement.

N. The term "Plug.Back” shall mean a single operation whereby a deeper Zone is abandoned in order to attempt a
Completion in a shallower Zone.

O. The term "Recompletion” or “"Recomplete” shall mean an operation whereby a Completion in one Zone is abandoned
in order to attempt a Completion in a different Zone within the existing wellbore.

P. The term “"Rework” shall mean an operation conducted in the wellbore of a well after it is Completed to secure,
restore, or improve production in a Zone which is currently open to production in the wellbore. Such operations include, but
are not limited to, well stimulation operations but exclude any routine repair or maintenance work or drilling, Sidetracking,
Deepening, Completing, Recompleting, or Plugging Back of a well,

" Q. The term “Sidetrack” shall mean the directional control and intentional deviation of a well from vertical so as to
change the bottom hole location unless done to straighten the hole or to drill around junk in the hole to overcome other
mechanical difficulties.

R. The term "Zone” shall mean a stratum of earth containing or thought to contain a common accumulation of Oil and
Gas separately producible from any other common accumulation of Oil and Gas.

Unless the context otherwise clearly indicates, words used in the singular include the plural, the wotd “person” includes

natural and artificial persons, the plural includes the singular, and any gender includes the masculine, feminine, and neuter.
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.cif:n?o?lgngg exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:
—X___ A, Exhibit "A,” shall include the following information: £
(1) Description of lands subject to this agreement, i
(2) Restrictions, if any, as to depths, formations, or substances, ' -
(3) Parties to agreement with addresses and telephone numbers for notice purposes, ,?'“
{(4) Percentages or fractional interests of parties to this agreement, '{
(5) Oil and Gas Leases and/or Oil and Gas Interests subject to this agreement, oh
© Burdns on prodocion. - *Th 3 Uniy Obezating Agracment Ls ontered. itzc‘s{ognd
B EBxhibit—BForm-olLlsassc. with the Unit Agreement for the Tomcat Uni¥/ and in

X C. Exhibit “C,” Accounting Procedure. the event of any conflict or inconsigte ncy between

N this Agreement and the Unit Agreeme 't s!ard\ Unlt
—& . D. Exhibit "D," Insurance. Agreement shall govern. ’? /

—X___E. Exhibit “E,” Gas Balancing Agreement.
_X___F. Exhibit "F,” Non-Discrimination and Certification of Non-Segregated Facilities.
: SExhibit-—26-2Fax-p b o

X Exhibkit “A-1", Plat of Unit Area !

"Contract Area" shall be taken to mean, and include, all lands and‘léases committed

to the Unit Agreement for the development and operation of the Tomcat Unit.
-1-



A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

AR I B NV S L

If any provision of any exhibit, except Exhibits “E,” “F” asd~G," is inconsistent with any provision contained in
the body of this agreement, the provisions in the body of this agreement shall prevail.
' ARTICLE IIL
INTERESTS OF PARTIES
A. Oil and Gas Interests:

If any party owns an Qil and Gas Interest in the Contract Area, that Interest shall be treated for all purposes of this
agreement and during the term hereof as if it were covered by the form of Qil and Gas Lease attached hereto as Exhibic “B,”
and the owner thereof shall be deemed to own both royalty interest in such lease and the interest of the lessee thereunder.

B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne
and paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their
interests are set forth in Exhibit “A.” In the same manner, the parties shall also own all production of Qil and Gas from the
Contract Area subject, however, to the payment of royalties and other burdens on production as described hereafter.

Regardless of which party has contributed any Oil and Gas Lease or Oil and Gas Interest on which royalty or other
burdens may be payable and except as otherwise expressly provided in this agreement, each party shall pay or deliver, or
cause to be paid or delivered, all burdens on its share of the production from the Contract Area up—torbut-not-in-sxcess-of,
and shall indemnify, defend and hold the other parties free from any liability therefor.
Except as otherwise expressly provided in this agreement, if any party has contributed hereto any Lease or Interest which is
burdened with any royalty, overriding royalty, production payment or other burden on production in excess of the amounts
stipulated above, such party so burdened shall assume and alone bear all such excess obligations and shall indemnify, defend
and hold the other parties hereto harmless from any and all claims attributable to such excess burden. However, so long as
the Drilling Unit for the productive Zone(s) is identical with the Contract Area, each party shall pay or deliver, or cause to
be paid or delivered, all burdens on production from the Contract Area due under the terms of the Oil and Gas Lease(s)
which such party has contributed to this agreement, and shall indemnify, defend and hold the other parties free from any
liability therefor.

No party shall ever be responsible, on a price basis higher than the price received by such party, to any other party’s
lessor or royalty owner, and if such other party's lessor or royalty owner should demand and receive settlement on a higher
price basis, the party contributing the affected Lease shall bear the additional royalty burden attributable to such higher price.

- Nothing contained in this Article lILB. shall be deemed an assignment or cross-assignment of interests covered hereby,
and in the event two or more parties contribute to this agreement jointly owned Leases, the parties’ undivided interests in
said Leaseholds shall be deemed separate leasehold interests for the purposes of this agreement.

C. Subsequently Created Interests:

If any party has contributed hereto a Lease or Interest that is burdened with an assignment of production given as security
for the payment of money, or if, after the date of this agreement, any party creates an overriding royalty, production
payment, net profits interest, assignment of production or other burden payable out of production attributable to its working
interest hereunder, such burden shall be deemed a "Subsequently Created Interest.” Further, if any party has contributed
hereto a Lease or Interest burdened with an overriding royalty, production payment, net profits interest, or other burden
payable out of production created prior to the date of this agreement, and such burden is not shown on Exhibit “A,” such
burden also shall be deemed a Subsequently Created Interest to the extent such burden causes the burdens on such party's
Lease or Interest to exceed the amount stipulated in Article IILB. above.

The party whose interest is burdened with the Subsequently Created Interest (the “Burdened Party”) shall assume and
alone bear, pay and discharge the Subsequently Created Interest and shall indemnify, defend and hold harmless the other
parties from and against any liability therefor. Further, if the Burdened Party fails to pay, when due, its share of expenses
chargeable hereunder, all provisions of Article VILB. shall be enforceable against the Subsequently Created Interest in the
same manner as they are enforceable against the working interest of the Burdened Party. If the Burdened Party is required
under this agreement to assign or relinquish to any other party, or parties, all or a portion of its working interest and/or the
production ateributable thereto, said other party, or parties, shall receive said assignment and/or production free and clear of
said Subsequencly Created Interest, and the Burdened Party shall indemnify, defend and hold harmless said other party, or
parties, from any and all claims and demands for payment asserted by owners of the Subsequently Created Interest,

ARTICLE IV.
TITLES

A. Title Examination:

Title examination shall be made on the Drillsite of any proposed well prior to commencement of drilling operations and,
if 2 majority in interest of the Drilling Parties so request or Operator so elects, title examination shall be made on the entire
Drilling Unit, or maximum aaticipated Drilling Unit, of the well. The opinion will include the ownership of the working
interest, minerals, royalty, overriding royalty and production payments under the applicable Leases. Each party contributing
Leases and/or Oil and Gas Interests to be included in the Drillsite or Drilling Unit, if appropriate, shall furnish to Operator
all abstracts (including federal lease status reports), title opinions, title papers and curative material in its possession free of
charge. All such information not in the possession of or made available to Operator by the parties, but necessary for the
examination of the title, shall be obtained by Operator. Operator shall cause title to be examined by attorneys on its staff or
by outside attorneys. Copies of all title opinions shall be furnished to each Drilling Party. Costs incurred by Op’éfator in
procuring abstracts, fees paid outside attorneys for title examination (including preliminary, supplemental, shut-j ln royalty
opinions and division order title opinions) and other direct charges as provided in Exhibit “C" shall be borne by the’ Dnllmg
Parties in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Pames as such
interests appear in Exhibit "A.” Operator shall make no charge for services rendered by its staff attorneys or other?
in the performance of the above functions.

Each party shall be responsible for securing curative matter and pooling amendments or agreements r“ uired in
connection with Leases or Oil and Gas Interests contributed by such party. Operator shall be responsible f/or the ] preparauon
and recording of pooling designations or declarations and communitization agreements as well as the corrduct df hearmgs
before governmental agencies for the securing of spacing or pooling orders or any other orders necessary ‘oL, appropnate 1o
the conduct of operations hereunder. This shall not prevent any party from appearing on its own behalf at_sucY\ hearmgs
Costs incurred by Operator, including fees paid to outside attorneys, which are associated with hearings bef“ ¢.govetnmental
agencies, and which costs are necessary and proper for the activities contemplated under this agreement, shall be dlrect
charges to the joint account and shall not be covered by the administrative overhead charges as provxded m Exhlblt “C

rsonnel

.2.
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Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above
functions.

No well shall be drilled on the Contract Area until after (1) the title to the Drillsite or Drilling Unit, if appropriate, has
been examined as above provided, and (2) the title has been approved by the examining attorney or title has been accepted by
all of the Drilling Parties in such well.

B. Loss or Failure of Title:

1. Failure of Title: Should any Oil and Gas Interest or Oil and Gas Lease be lost through failure of title, which results in a
reduction of interest from that shown on Exhibit “A,” the party credited with contributing the affected Lease or Interest
(including, if applicable, a successor in interest to such party) shall have ninety (90) days from final determination of title
failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisition will not be subject
to Article VIILB,, and failing to do so, this agreement, nevertheless, shall continue in force as to all remaining Oil and Gas
Leases and Interests; and,

(a) The party credited with contributing the Oil and Gas Lease or Interest affected by the title failure (including, if
applicable, a successor in interest to such party) shall bear alone the entire loss and it shall not be entitled to recover from
Operator or the other parties any development or operating costs which it may have previously paid or incurred, but there
shall be no additional liability on its part to the other parties hereto by reason of such title failure;

(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the
Lease or Interest which has failed, but the interests of the parties contained on Exhibit “A” shall be revised on an acreage
basis, as of the time it is determined finally that title failure has occurred, so that the interest of the party whose Lease or
Interest is affected by the title failure will thereafter be reduced in the Contract Area by the amount of the Lease or Interest failed;

(c) If the proportionate interest of the other parties hereto in any producing well previously drilled on the Contract

Area is increased by reason of the title failure, the party who bore the costs incurred in connection with such well attribucable

to the Lease or Interest which has failed shall receive the proceeds attributable to the increase in such interest (less costs and
burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such well
attributable to such failed Lease or Interest;

(d) Should any person not a party to this agreement, who is determined to be the owner of any Lease or Interest

‘which has failed, pay in any manner any part of the cost of operation, development, or equipment, such amount shall be paid

to the party or parties who bore the costs which are so refunded;

(e) Any liability to account to a person not a party to this agreement for prior production of Oil and Gas which arises
by reason of title failure shall be borne severally by each party (including a predecessor to a current party) who received
production for which such accounting is required based on the amount of such production received, and each such party shall
severally indemnify, defend and hold harmless all other parties hereto for any such liability to account;

(f) No charge shall be made to the joint account for legal expenses, fees or salaries in connection with the defense of
the Lease or Interest claimed to have failed, but if the party contributing such Lease or Interest hereto elects to defend its title
it shall bear all expenses in connection therewith; and

(g) If any party is given credit on Exhibit "A" to a Lease or Interest which is limited solely to ownership of an
interest in the wellbore of any well or wells and the production therefrom, such party’s absence of interest in the remainder
of the Contract Area shall be considered a Failure of Title as to such remaining Contract Area unless that absence of interest
is reflected on Exhibit “A.”

2. Loss by Non-Payment or Erroneous Payment of Amount Due: If, through mistake or oversight, any rental, shut-in well
payment, minimum royalty or royalty payment, or other payment necessary to maintain all or a portion of an Qil and Gas
Lease or Interest is not paid or is erroneously paid, and as a result a Lease or Interest terminates, there shall be no monetary
liability against the party who failed to make such payment. Unless the party who failed to make the required payment
secures a new Lease or Interest covering the same interest within ninety (90) days from the discovery of the failure to make
proper payment, which acquisition will not be subject to Article VIILB,, the interests of the parties reflected on Exhibit “A”
shall be revised on an acreage basis, effective as of the date of termination of the Lease or Interest involved, and the party
who failed to make proper payment will no longer be credited with an interest in the Contract Area on account of ownership
of the Lease or Interest which has terminated./If the party who failed to make the required payment shall not have been fully
reimbursed, at the time of the loss, from the proceeds of the sale of Oil and Gas attributable to the lost Lease or Interest,
calculated on an acreage basis, for the development and operating costs previously paid on account of such Ledse or Interest,
it shall be reimbursed for unrecovered actual costs previously paid by it (but not for its share of the cost of any dry hole
previously drilled or wells previously abandoned) from so much of the following as is necessary to effect reimbursement:

(a) Proceeds of Oil and Gas produced prior to termination of the Lease or Interest, less operating expenses and lease
burdens chargeable hereunder to the person who failed to make payment, previously accrued to the credit of the lost Lease or
Interest, on an acreage basis, up to the amount of unrecovered costs;

(b) Proceeds of Oil and Gas, less operating expenses and lease burdens chargeable hereunder to the person who failed
to make payment, up to the amount of unrecovered costs attributable to that portion of Oil and Gas thereafter produced and
marketed (excluding production from any wells thereafter drilled) which, in the absence of such Lease or Interest termination,
would be attributable to the lost Lease or Interest on an acreage basis and which as a result of such Lease or Interest
termination is credited to other parties, the proceeds of said portion of the Oil and Gas to be contributed by the other parties
in proportion to their respective interests reflected on Exhibit “A"; and, *ffv

(c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner
of the Lease or Interest lost, for the privilege of participating in the Contract Area or becoming a party to this agreemem

3. Other Losses: All losses of Leases or Interests committed to this agreement, other than those set forth in: Amcles
IV.B.1. and IV.B.2. above, shall be joint losses and shall be borne by all parties in proportion to their interests Khown on
Exhibit "A." This shall include but not be limited to the loss of any Lease or Interest through failure to develop ot because
express or implied covenants have not been performed (other than performance which requires only the payment of oney),
and the loss of any Lease by expiration at the end of its primary term if it is not renewed or extended. Thcrc shall be no
readjustment of interests in the remaining portion of the Contract Area on account of any joint loss. o7 o

4. Curing Title: In the event of a Failure of Title under Article IV.B.1. or a loss of title under Amcle IV B 2 above, any

Gy

Lease or Interest acqulred by any party hereto (other than the party whose interest has faxled or was lost) du ngwﬁme mnety

;o

shall not apply to such acquisition.



A.AP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

1 ~ ARTICLE V,
. OPERATOR
A. Designation and Responsibilities of Operator:
4 Plains Radio Petroleum Company ~——sa-bethe Operator of the Contract Area, and shall conduct
s—and direct and have full control of all operations on the ContracrArea as permitted and required by, and within the limits of

6  this agreement. In its performance of services hereueider for the Non-Operators, Operator shall be an independent contractor
7  not subject to the control or direction of);e*iﬁon-Opetators except as to the type of operation to be undertaken in accordance
8  with the election procedures congaéeed in this agreement. Operator shall not be deemed, or hold itself out as, the agent of the
Non-Operators with a fty to bind them to any obligation or liability assumed or incurred by Operator as to any third
shall conduct its activities under this agreement as a reasonable prudent operator, in a good and workmanlike
11  manner, with due diligence and dispatch, in accordance with good oilfield practice, and in compliance with applicable law and
12 regulation, but in no event shall it have any liability as Operator to the other parties for losses sustained or liabilities incurred
13 except such as may result from gross negligence or willful misconduct. ?Sf. §§S§%$3nal°p ro&‘fs‘i’g}‘g ég%;g?‘,’,‘?gg
14  B. Resignation or Removal of Operator and Selection of Successor: this Article V.A.

15 1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators.
16  If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of
17 serving as Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a
18  successor. Operator may be removed only for good cause by the affirmative vote of Non-Operators owning a majority interest
19  based on ownership as shown on Exhibit "A” remaining after excluding the voting interest of Operator; such vote shall not be
20  deemed effective until a written notice has been delivered to the Operator by a Non-Operator detailing the alleged default and
21  Operator has failed to cure the default within thirty (30) days from its receipt of the notice or, if the default concerns an
22  operation then being conducted, within forty-eight (48) hours of its receipt of the notice, For purposes hereof, “good cause” shall
23 mean not only gross negligence or willful misconduct but also the material breach of or inability to meet the standards of
24  operation contained in Article V.A. or material failure or inability to perform its obligations under this agreement.

25 Subject to Article VILD.1,, such resignation or removal shall not become effective until 7:00 o'clock A.M. on the first
26  day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator
27  or action by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of
28  Operator at an earlier date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a
29  Non-Operator. A change of a corporate name or structure of Operator or transfer of Oé)graéoel"s interes;j to any single

30  subsidiary, parent or successor corporation shall not be the basis for removal of Operator. ig reemgﬁ%mf‘o r ‘a’éd?hg rg{}i‘éion
31 2. Selection of Successor Operator; Upon the resignation or removal of Operator under any provision of this agreement, 2

32 successor Operator shall be selected by the parties. The successor Operator shall be selected from the parties owning an
33 interest in the Contract Area at the time such successor Operator is selected. The successor Operator shall be selected by the
34  affirmative vote of two (2) or more parties owning a majority interest based on ownership as shown on Exhibit “A";
35  provided, however, if an Operator which has been removed or is deemed to have resigned fails to vote or votes only to
36  succeed itself, the successor Operator shall be selected by the affirmative vote of the party or parties owning a majority
37  interest based on ownership as shown on Exhibit "A” remaining after excluding the voting interest of the Operator that was
38  removed or resigned. The former Operator shall promptly deliver to the successor Operator all records and data relating to
39  the operations conducted by the former Operator to the extent such records and data are not already in the possession of the
By successor oBILORSIVISY § OFIRE BilR By Senent TSR TEIOnAT PO IISSh P v et ™
41 account. this Article V.A.2.

42 3. Effect of Bankruptcy: If Operator becomes insolvent, bankrupt or is placed in receivership, it shall be deemed to have
43  resigned without any action by Non-Operators, except the selection of a successor. If a petition for relief under the federal
44  bankruptcy laws is filed by or against Operator, and the removal of Operator is prevented by the federal bankrupecy court, all
45  Non-Operators and Operator shall comprise an interim operating committee to serve until Operator has elected to reject or
46  assume this agreement pursuant to the Bankruptcy Code, and an election to reject this agreement by Operator as a debtor in
47  possession, or by a trustee in bankruptcy, shall be deemed a resignation as Operator without any action by Non-Operators,
48  except the selection of a successor. During the period of time the operating committee controls operations, all actions shall
49  require the approval of two (2) or more parties owning a majority interest based on ownership as shown on Exhibit "A." In
50 the event there are only two (2) parties to this agreement, during the period of time the operating committee controls
51  operations, a third party acceptable to Operator, Non-Operator and the federal bankruptcy court shall be selected as a
52  member of the operating committee, and all actions shall require the approval of two (2) members of the operating
53  committee without regard for their interest in the Contract Area based on Exhibit “A.”

54  C. Employees and Contractors:

55 - The number of employees or contractors used by Operator in conducting operations hereunder, their selection, and the
56  hours of labor and the compensation for services performed shall be determined by Operator, and all such employees or
57  contractors shall be the employees or contractors of Operator.

58  D. Rights and Duties of Operator:

59 1. Competitive Rates and Use of Affiliates: All wells drilled on the Contract Area shall be drilled on a competitive
G0  contract basis at the usual rates prevailing in the area. If it so desires, Operator may employ its own tools and equipment in
61 the drilling of wells, but its charges therefor shall not exceed the prevailing rates in the area and the rate of 5\:c1i§§tharges
62 shall be agreed upon by the parties in writing before drilling operations are commenced, and such work shall be perf?)}med by
63  Operator under the same terms and conditions as are customary and usual in the area in contracts of independent céhitractors

64  who are doing work of a similar nature. All work performed or materials supplied by affiliates or related parties ofﬁ_O;‘p;etator
65  shall be performed or supplied at competitive rates, pursuant to written agreement, and in accordance with cus'ti’égns and
66 standards prevailing in the industry. ”é

67 2. Discharge of Joint Account Obligations: Except as herein otherwise specifically provided, Operator shall promptly pay
68  and discharge expenses incurred in the development and operation of the Contract Area pursuant to this agreémen 'ﬁﬁd shall
69  charge each of the parties hereto with their respective proportionate shares upon the expense basis prov.i'ciéd”jn‘ Exhxbu “C.”
70  Operator shall keep an accurate record of the joint account hereunder, showing expenses incurred and :chargg'és‘“é'nd'credits
71  made and received. ' &

72 3. Protection from Liens: Operator shall pay, or cause to be paid, as and when they become due and hg@ﬁﬂ%@&ggms
73 of contractors and suppliers and wages and salaries for services rendered or performed, aad for materials dﬁplie’d“_o‘yh.,’ foor in
74 respect of the Contract Area or any operations for the joint account thereof, and s“all keep the Contract Aréé :,'f‘_r_éé from

-4
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1  liens and encumbrances resulting therefrom except for those resulting from a bona fide dispute as to services rendered or
2 materials supplied.
3 4. Custody of Funds: Operator shall hold for the account of the Non-Operators any funds of the Non-Operators advanced
4 or paid to the Operator, eiczer for the conduct of operations hereunder or as a result of the sale of production from the
5  Contract Area, and such funds shall remain the funds of the Non-Operators on whose account they are advanced or paid until
6  used for their intended purpose or otherwise delivered to the Non-Operators or applied toward the payment of debts as
7  provided in Article VILB. Nothing in this paragraph shall be construed to establish a fiduciary relationship between Operator
8  and Non-Operators for any purpose other than to account for Non-Operator funds as herein specifically provided. Nothing in
9  this paragraph shall require the maintenance by Operator of separate accounts for the funds of Non-Operators unless the
10  parties otherwise specifically agree,
11 5. Access to Contract Area and Records: Operator shall, except as otherwise provided herein, permit each Non-Operator
12 or its duly authorized representative, at the Non-Operator’s sole risk and cost, full and free access at all reasonable times to
13 all operations of every kind and character being conducted for the joint account on the Contract Area and to the records of
14  operations conducted thereon or production therefrom, including Operator’s books and records relating thereto. Such access
15 rights shall not be exercised in a manner interfering with Operator’s conduct of an operation hereunder and shall not obligate
16  Operator to furnish any geologic or geophysical data of an interpretive nature unless the cost of preparation of such
17  interpretive data was charged to the joint account. Operator will furnish to each Non-Operator upon request copies of any
18  and all reports and information obtained by Operator in connection with production and related items, including, without
19  limitation, meter and chart reports, production purchaser statements, run tickets and monthly gauge reports, but excluding
20  purchase contracts and pricing information to the extent not applicable to the production of the Non-Operator seeking the
21  information. Any audit of Operator’s records relating to amounts expended and the appropriateness of such expenditures
22 shall be conducted in accordance with the audit protocol specified in Exhibit “C.”
23 6. Filing and Furnishing Governmeatal Reports: Operator will file, and upon written request promptly furnish copies to
24  each requesting Non-Operator not in default of its payment obligations, all operational notices, reports or applications
25  required to be filed by local, State, Federal or Indian agencies or authorities having jurisdiction over operations hereunder.
26 Each Non-Operator shall provide to Operator on a timely basis all information necessary to Operator to make such filings.
27 7. Drilling and Testing Operations: The following provisions shall apply to each well drilled hereunder, including but not
28  limited to the Initial Well:
29 (a) Operator will promptly advise Non-Operators of the date on which the well is spudded, or the date on which
30  drilling operations are commenced.
31 (b) Operator will send to Non-Operators such reports, test results and notices regarding the progress of operations on the well
32 as the Non-Operators shall reasonably request, including, but not limited to, daily drilling reports, completion reports, and well logs.
33 (c) Opeator shall adequately test all Zones encountered which may reasonably be expected to be capable of producing
34  Oil and Gas in paying quantities as a result of examination of the electric log or any other logs or cores or tests conducted
35  hereunder.
36 8. Cost Estimates. Upon request of any Consenting Party, Operator shall furnish estimates of current and cumulative costs
37  incurred for the joint account at reasonable intervals during the conduct of any operation pursuant to this agreement.
38  Operator shall not be held liable for errors in such estimates so long as the estimates are made in good faith.
39 9. Insurance: At all times while operations are conducted hereunder, Operator shall comply with the workers
40  compensation law of the state where the operations are being conducted; provided, however, that Operator may be a self-
41  insurer for liability under said compensation laws in which event the only charge that shall be made to the joint account shall
42 be as provided in Exhibit “C." Operator shall also carry or provide insurance for the benefit of the joint account of the parties
43 as outlined in Exhibit "D attached hereto and made a part hereof. Operator shall require all contractors engaged in work on
44  or for the Contract Area to comply with the workers compensation law of the state where the operations are being conducted
45  and to maintain such other insurance as Operator may require,
46 In the event automobile liability insurance is specified in said Exhibit “D,” or subsequently receives the approval of the
47  parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator’s automotive
48  equipment.
49 E.* ARTICLE VI
50 DRILLING AND DEVELOPMENT
51 A, Inicial Well:
52 On or before the —_29th day of _September ,19 92 _, Operator shall commence the drilling of the Initial
53  Well at the following location: TOWNSHIP 8 South, Range 31 East
54 Section 32: 660' FNL & FEL
55
56
57
58
59
60  and shall thereafter continue the drilling of the well with due diligence t0 the lower San Andres fo rmatlon
61 at a depth of approximately 4,000
62
63
64
65 R
66 ,,; 4
67  The drilling of the Initial Well and the participation therein by all parties is obligatory, subject to Article VI.C.1. as to pamc:pauon
68  in Completion operations and Article VLF. as to termination of operations and Article XI as to occurrence of force fmajeur,
® B Subsequent Operaions: 10 S, Sonducted pursuant to terms and provisions of
70 1. Proposed Operations: If any party hereto should desire to drill any well on the Contract Area other that
71 if any party should desire to Rework, Sidetrack, Deepen, Recomplete or Plug Back a dry hole or a well ndr
72 producing in paying quantities in which such party has not otherwise relinquished its interest in the proposed ob uhder
73 this agreement, the party desiring to drill, Rework, Sidetrack, Deepen, Recomplete or Plug Back such a ,well shall ‘give Wrxrten
74  notice of the proposed operation to the parties who have not otherwise relinquished their interest u).,,,

*In addition to the responsibilities mentioned hereln, Operator shall also have the

g %ggtrgggoniibléiEnggegng%Xéngt th tg grﬂegu Eﬁglgég 1cagle go operatlons

under said Unit Agreement.
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under this agreement and to all other parties in the case of a proposal for Sidetracking or Deepening, specifying the work to be
performed, the location, proposed depth, objective Zone and the estimated cost of the operation. The parties to whom such a
notice is delivered shall have thirty (30) days after receipt of the notice within which to notify the party proposing to do the work
whether they elect to participate in the cost of the proposed operation. If a drilling rig is on location, notice of a proposal to
Rework, Sidetrack, Recomplete, Plug Back or Deepen may be given by telephone and the response period shall be limited to forty-
eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure of a party to whom such notice is delivered to reply
within the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation,
Any proposal by a party to conduct an operation conflicting with the operation initially proposed shall be delivered to all parties
within the time and in the manner provided in Article VLB.G.

If all parties to whom such notice is delivered elect to participate in such a proposed operation, the parties shall be
contractually committed to participate therein provided such operations are commenced within the time period hereafter set
forth, and Operator shall, no later than ninety (90) days after expiration of the notice period of thirty (30) days (or as
promptly as practicable after the expiration of the forty-eight (48) hour period when a drilling rig is on location, as the case
may be), actually commence the proposed operation and thereafter complete it with due diligence at the risk and expense of
the parties participating therein; provided, however, said commencement date may be extended upon written notice of same
by Operator to the other parties, 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 permits from governmental authorities, surface rights (including rights-of-
way) or appropriate drilling equipment, or to complete title examination or curative matter required for title approval or
acceptance. If the actual operation has not been commenced within the time provided (including any extension thereof as
specifically permitted herein or in the force majeure provisions of Article XI) and if any party hereto still desires to conduct
said operation, written notice proposing same must be resubmitted to the other parties in accordance herewith as if no prior
proposal had been made. Those parties that did not participate in the drilling of a well for which a proposal to Deepen or
Sidetrack is made hereunder shall, if such parties desire to participate in the proposed Deepening or Sidetracking operation,
reimburse the Drilling Parties in accordance with Article VLB.4. in the event of a Deepening operation and in accordance
with Article VI.B.S, in the event of a Sidetracking operation.

2. Operations by Less Than All Parties:

(a) Determination of Participation. If any party to whom such notice is delivered as provided in Article VLB.1. or
VLC.1. (Option No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this
Article, the party or partiss giving the notice and such other parties as shall elect to participate in the operation shall, no
later than ninety (90) days after the expiration of the notice period of thirty (30) days (or as promptly as practicable after the
expiration of the forty-eight (48) hour period when a drilling rig is on location, as the case may be) actually commence the
proposed operation and complete it with due diligence. Operator shall perform all work for the account of the Consenting
Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is a Non-Consenting Party,
the Consenting Parties shall either: (i) request Operator to perform the work required by such proposed operation for the
account of the Consenting Parties, or (ii) designate one of the Consenting Parties as Operator to perform such work. The
rights and duties granted to and imposed upon the Operator under this agreement are granted to and imposed upon the party
designated as Operator for an operation in which the original Operator is a Non-Consenting Party. Consenting Parties, when
conducting operations on the Contract Area pursuant to this Article VI.B.2,, shall comply with all terms and conditions of this
agreement. '

If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the
applicable notice period, shall advise all Parties of the total interest of the parties approving such operation and its
recommendation as to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party,
within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after delivery of such notice, shall advise the
proposing party of its desire to (i) limit participation to such party’s interest as shcwn on Exhibit "A" or (ii) carry only its
proportionate part (determined by dividing such party’s interest in the Contract Area by the interests of all Consenting Parties in
the Contract Area) of Non-Consenting Parties’ interests, or (iii) carry its proportionate part (determined as provided in (ii)) of
Non-Consenting Parties’ interests together with all or a portion of its proportionate part of any Non-Consenting Parties'
interests that any Consenting Party did not elect to take. Any interest of Non-Consenting Parties that is not carried by a
Consenting Party shall be deemed to be carried by the party proposing the operation if such party does not withdraw its
proposal. Failure to advise the proposing party within the time required shall be deemed an election under (i) . In the event a
drilling rig is on location, notice may be given by telephone, and the time permitted for such a response shall not exceed a
total of forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays). The proposing party, at its election, may
withdraw such proposal if there is less than 100% participation and shall notify all parties of such decision within ten (10)
days, or within twenty-four (24) hours if a drilling rig is on location, following expiration of the applicable response period.
If 100% subscription to the proposed operation is obtained, the proposing party shall promptly notify the Consenting Parties
of their proportionate interests in the operation and the party serving as Operator shall commence such operation within the
period provided in Article VLB.1., subject to the same extension right as provided therein.

(b) Relinquishment of Interest for Non-Participation. The entire cost and risk of conducting such operations shall be
borne by the Consenting Parties in the proportions they have elected to bear same under the terms of the preceding
paragraph, Consenting Parties shall keep the leasehold estates involved in such operations free and clear of all liens and
encumbrances of every kind created by or arising from the operations of the Consenting Parties. If such an operatidﬁi results
in a dry hole, then subject to Articles VI.B.6. and VL.E3., the Consenting Parties shall plug and abandon the well and restore
the surface location at their sole cost, risk and expense; provided, however, that those Non-Consenting Pames that
participated in the drilling, Deepening or Sidetracking of the well shall remain liable for, and shall pay, their propomonate
shares of the cost of plugging and abandoning the well and restoring the surface location insofar only as those costs‘LVere not
increased by the subsequent operations of the Consenting Parties. If any well drilled, Reworked, Sidetracked, Deepened
Recompleted or Plugged Back under the provisions of this Amcle results in a well capable of producmg Oil and,lor Gas in

well shall then be turned over to Operator (if the Operator did not conduct the operation) and shall be operate? by it.at the
expense and for the account of the Consenting Parties. Upon commencement of operations for the drilling, Reworkmg,
Sxdetrackmg, Recompletmg, Deepening or Pluggmg Back of any such well by Consentmg Parties in accorﬁan@j w;th the

Consenting Parties shall own and be entitled to receive, in proportion to their respective mterests,‘
Consenting Party’s interest in the well and share of production therefrom or, in the case of a Rewo
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Deepening, Recompleting or Plugging Back, or a Completion pursuant to Article VL.C.1. Option No. 2, all of such Non-
Consenting Party’s interest in the production obtained from the operation in which the Non-Consenting Party did not elect
to participate. Such relinquishment shall be effective until the proceeds of the sale of such share, calculated at the well, or
market value thereof if such share is not sold (after deducting applicable ad valorem, production, severance, and excise taxes,
royalty, overriding royalty and other interests not excepted by Article IIL.C. payable out of or measured by the production
from such well accruing with respect to such interest until it reverts), shall equal the total of the following:

(i) —100 % of each such Non-Consenting Party’s share of the cost of any newly acquired surface equipment
beyond the wellhead connections (including but not limited to stock tanks, separators, treaters, pumping equipment and
piping), plus 100% of each such Non-Consenting Party's share of the cost of operation of the well commencing with first
production and continuing until each such Non-Consenting Party’s relinquished interest shall revert to it under other
provisions of this Article, it being agreed that each Non-Consenting Party’s share of such costs and equipment will be that
interest which would have been chargeable to such Non-Consenting Party had it participated in the well from the beginning
of the operations; and

(ii) __400_ ¢ of (a) that portion of the costs and expenses of drilling, Reworking, Sidetracking, Deepening,
Plugging Back, testing, Completing, and Recompleting, after deducting any cash contributions received under Article VIILC.,
and of (b) that portion of the cost of newly acquired equipment in the well (to and including the wellhead connections),
which would have been chargeable to such Non-Consenting Party if it had participated therein.

Notwithstanding anything to the contrary in this Article VLB,, if the well does not reach the deepest objective Zone
described in the notice proposing the well for reasons other than the encountering of granite or practically impenetrable
substance or other condition in the hole rendering further operations impracticable, Operator shall give notice thereof to each
Non-Consenting Party who submitted or voted for an alternative proposal under Article VLB.G. to drill the well to a
shallower Zone than the deepest objective Zone proposed in the notice under which the well was drilled, and each such Non-
Consenting Party shall have the option to participate in the initial proposed Completion of the well by paying its share of the
cost of drilling the well to its actual depth, calculated in the manner provided in Article VLB.4. (a). If any such Non-
Consenting Party does not elect to participate in the first Completion proposed for such well, the relinquishment provisions
of this Article VI.B.2. (b) shall apply to such party’s interest.

() Reworking, Recompleting or Plugging Back. An election not to participate in the drilling, Sidetracking or
Deepening of a well shall be deemed an election not to participate in any Reworking or Plugging Back operation proposed in
such a well, or portion chereof, to which the initial non-consent election applied that is conducted at any time prior te full
recovery by the Consenting Parties of the Non-Consenting Party’s recoupment amount. Similarly, an election not to
participate in the Completing or Recompleting of a well shall be deemed an election not to participate in any Reworking
operation proposed in such a well, or portion thereof, to which the initial non-consent election applied that is conducted at
any time prior to full recovery by the Consenting Parties of the Non-Consenting Party’s recoupment amount. Any such
Reworking, Recompleting or Plugging Back operation conducted during the recoupment period shall be deemed part of the
cost of operation of said well and there shall be added to the sums to be recouped by the Consenting Parties — 100 __ 9 of
that portion of the costs of the Reworking, Recompleting or Plugging Back operation which would have been chargeable to
such Non-Consenting Party had it participated therein. If such a Reworking, Recompleting or Plugging Back operation is
proposed during such recoupment period, the provisions of this Article VI.B. shall be applicable as between said Consenting
Parties in said well.

(d) Recoupment Matters. During the period of time Consenting Parties are entitled to receive Non-Consenting Party's
share of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of all ad valorem,
production, severance, excise, gathering and other taxes, and all royalty, overriding royalty and other burdens applicable to
Non-Consenting Party's share of production not excepted by Article IIL.C.

In the case of any Reworking, Sidetracking, Plugging Back, Recompleting or Deepening operation, the Consenting
Parties shall be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of all
such.equipment shall remain unchanged; and upon abandonment of a well after such Reworking, Sidetracking, Plugging Back,
Recompleting or Deepening, the Consenting Parties shall account for all such equipment to the owners thereof, with each
party receiving its proportionate part in kind or in value, less cost of salvage. =

Within ninety (90) days after the completion of any operation under this Article, the party conducting the operations
for the Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to
the well, and an itemized statement of the cost of drilling, Sidetracking, Deepening, Plugging Back, testing, Completing,
Recompleting, and equipping the well for production; or, at its option, the operating party, in lieu of an itemized statement
of such costs of operation, may submit a detailed statement of monthly billings. Each month thereafter, during the time the
Conseating Parties are being reimbursed as provided above, the party conducting the operations for the Consenting Parties
shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the operation of
the well, together with a statement of the quantity of Oil and Gas produced from it and the amount of proceeds realized from
the sale of the well's working interest production during the preceding month. In determining the quantity of Oil and Gas
produced during any month, Consenting Parties shall use industry accepted methods such as but not limited to metering or
periodic well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with
any such operation which would have been owned by a Non-Consenting Party had it participated therein shall be credited
against the total unreturned costs of the work done and of the equipment purchased in determining when the mtere_\.
Non-Consenting Party shall revert to it as above provided; and if there is a credit balance, it shall be paid to suc‘_h Noan-
Consenting Party. E

If and when the Consenting Parties recover from a Non-Consenting Party’s relinquished interest the amounts’ provxded
for above, the relinquished interests of such Non-Consenting Party shall automatically revert to it as of 7:00 a.m. oﬁ the day
following the day on which such recoupment occurs, and, from and after such reversion, such Non-Consenting E rty shall
own the same interest in such well, the material and equipment in or pertaining thereto, and the production thez{efrom as
such Non-Consenting Party would have been entitled to had it participated in the drilling, Sxdetrackmg” eworkmg,
Deepening, Recompleting or Plugging Back of said well. Thereafter, such Non-Consenting Party shall be; {
shall pay its proportionate part of the further costs of the operation of said well in accordance with: the' f terms of this
agreement and Exhibit "C” attached hereto. . &

3. Stand-By Costs: When a well which has been-drilled or Deepened has reached its authorized depth, ég Qﬁté t§ have
been completed and the results thereof furnished to the parties, or when operations on the well have been otherwxse
terminated pursuant to Article VLF, stand-by costs incurred pending response to a party’s notice proposmg a, Reworkmg,

-7.
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Sidetracking, Deepening, Recompleting, Plugging Back or Completing operation in such a well (including the period required
under Article VLB.G. to resolve competing proposals) shall be charged and borne as part of the drilling or Deepening
operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted,
whichever first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms
of the second grammatical paragraph of Article VL.B.2. (a), shall be charged to and borne as part of the proposed operation,
but if the proposal is subsequently withdrawn because of insufficient participation, such stand-by costs shall be allocated
between the Consenting Parties in the proportion each Consenting Party's interest as shown on Exhibit “A” bears to the total
interest as shown on Exhibit A" of all Consenting Parties,

In the event that notice for a Sidetracking operation is given while the drilling rig to be utilized is on location, any party
may request and receive up to five (5) additional days after expiration of the forty-eight hour response period specified in
Article VLB.1. within which to respond by paying for all stand-by costs and other costs incurred during such extended
response period; Operator may require such party to pay the estimated stand-by time in advance as a condition to extending
the response period. If more than one party elects to take such additional time to respond to the notice, standby costs shall be
allocated between the parties taking additional time to respond on a day-to-day basis in the proportion each electing party's
interest as shown on Exhibit “A” bears to the total interest as shown on Exhibit “A” of all the electing parties.

4. Deepening: If less than all the parties elect to participate in a drilling, Sidetracking, or Deepening operation proposed
pursuant to Article VLB.1,, the interest relinquished by the Non-Consenting Parties to the Consenting Parties under Article
VIB.2. shall relate only and be limited to the lesser of (i) the total depth actually drilled or (ii) the objective depth or Zone
of which the parties were given notice under Article VL.B.1. ("Initial Objective™). Such well shall not be Deepened beyond the
Initial Objective without first complying with this Article to afford the Non-Consenting Parties the opportunity to participate
in the Deepening operation.

In the event any Consenting Party desires to drill or Deepen a Non-Consent Well to a depth below the Initial Objective,
such party shall give notice thereof, complying with the requirements of Article VLB.1., to all parties (including Non-
Consenting Parties). Thereupon, Articles VLB.1. and 2. shall apply and all parties receiving such notice shall have the right to
participate or not participate in the Deepening of such well pursuant to said Articles VL.B.1. and 2. If a Deepening operation
is approved pursuant to such provisions, and if any Non-Conseating Party elects to participate in the Deepening operation,
such Non-Consenting party shall pay or make reimbursement (as the case may be) of the following costs and expenses:

(a) If the proposal to Deepen is made prior to the Completion of such well as a well capable of producing in paying
quantities, such Non-Consenting Party shall pay (or reimburse Consenting Parties for, as the case may be) that share of costs
and expenses incurred in connection with the drilling of said well from the surface to the Initial Objective which Non-
Consenting Party would have paid had such Non-Consenting Party agreed to participate therein, plus the Non-Consenting
Party's share of the cost of Deepening and of participating in any further operations on the well in accordance with the other
provisions of this Agreement; provided, however, all costs for testing and Completion or attempted Completion of the well
incurred by Consenting Parties prior to the point of actual operations to Deepen beyond the Initial Objective shall be for the
sole account of Consenting Parties.

(b) If the proposal is made for a Non-Consent Well that has been previously Completed as a well capable of producing
in paying quantities, but is no longer capable of producing in paying quantities, such Non-Consenting Party shall pay (or
reimburse Consenting Parties for, as the case may be) its proportionate share of all costs of drilling, Completing, and
equipping said well from the surface to the Initial Objective, calculated in the manner provided in paragraph (a) above, less
those costs recouped by the Consenting Parties from the sale of production from the well. The Non-Consenting Party shall
also pay its proportionate share of all costs of re-entering said well. The Non-Consenting Parties’ proportionate part (based
on the percentage of such well Non-Consenting Party would have owned had it previously participated in such Non-Consent
Well) of the costs of salvable materials and equipment remaining in the hole and salvable sutface equipment used in
connection with such well shall be determined in accordance with Exhibit "C.” If the Consenting Parties have recouped the
cost of drilling, Completing, and equipping the well at the time such Deepening operation is conducted, then a Non-
Consenting Party may participate in the Deepening of the well with no payment for costs incurred prior to re-entering the
well for Deepening.

The foregoing shall not imply a right of any Consenting Party to propose any Deepening for a Non-Consent Well prior
to the drilling of such well to its Initial Objective without the consent of the other Consenting Parties as provided in Article
VILFE

5. Sidetracking: Any party having the right to participate in a proposed Sidetracking operation that does not own an
interest in the affected wellbore at the time of the notice shall, upon electing to participate, tender to the wellbore owners its
proportionate share (equal to its interest in the Sidetracking operation) of the value of that portion of the existing wellbore
to be utilized as follows:

(a) If the proposal is for Sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs
incurred in the initial drilling of the well down to the depth at which the Sidetracking operation is initiated.

(b) If the proposal is for Sidetracking a well which has previously produced, reimbursement shall be on the basis of
such party’s proportionate share of drilling and equipping costs incurred in the initial drilling of the well down to the depth
at which the Sidetracking operation is conducted, calculated in the manner described in Article VI.B.4(b) above. Such party's
proportionate share of the cost of the well's salvable materials and equipment down to the depth at which the Sldetrackmg
operation is initiated shall be determined in accordance with the provisions of Exhibit “C.” o

6. Order of Preference of Operations. Except as otherwise specifically provided in this agreement, if any party desires to
propose the conduct of an operation that conflicts with a proposal that has been made by a party under this Artlcle :V1, such
party shall have fifteen (15) days from delivery of the initial proposal, in the case of 2 proposal to drill a well or & '?erform
an operation on a well where no drilling rig is on location, or twenty-four (24) hours, exclusive of Saturday, Sunday"ﬁnd legal
holidays, from delivery of the initial proposal, if a drilling rig is on location for the well on which such operanoa IS to be
conducted, to deliver to all parties entitled to participate in the proposed operation such party’s alternative ptopdsal such
alternate proposal to contain the same information required to be included in the initial proposal. Each party’ recexvxﬁg such
proposals shall elect by delivery of notice to Operator within five (5) days after expiration of the proposal penod or' within
twenty-four (24) hours (exclusive of Saturday, Sunday and legal holidays) if a drilling rig is on location for thejwell that'is the
subject of the proposals, to participate in one of the competing proposals. Any party not electing wnthm’ e m?fe'requxred
shall be deemed not to have voted. The proposal receiving the vote of pames ownmg the largest aggf e
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initial proposal shall prevail. Operator shall deliver notice of such result to all parties entitled to participate in the operation
within five (5) days after expiration of the election period (or within twenty-four (24) hours, exclusive of Saturday, Sunday
and legal holidays, if a drilling rig is on lccation). Each party shall then have two (2) days (or twenty-four (24) hours if a rig
is on location) from receipt of such notice to elect by delivery of notice to Operator to participate in such operation or to
relinquish interest in the affected well pursuant to the provisions of Article VLB.2.; failure by a party to deliver notice within
such period shall be deemed an election not to participate in the prevailing proposal.

7. Conformity to Spacing Pattern. Notwithstanding the provisions of this Article VI.B.2,, it is agreed that no wells shall be
proposed to be drilled to or Completed in or produced from a Zone from which a well located elsewhere on the Contract
Area is producing, unless such well conforms to the then-existing well spacing pattern for such Zone.

8. Paying Wells. No party shall conduct any Reworking, Deepening, Plugging Back, Completion, Recompletion, or
Sidetracking operation under this agreement with respect to any well then capable of producing in paying quantities except
with the consent of all parties that have not relinquished interests in the well at the time of such operation.

C. Completion of Wells; Reworking and Plugging Back:

1. Completion: Without the consent of all parties, no well shall be drilled, Deepened or Sidetracked, except any well
drilled, Deepened or Sidetracked pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the drilling,
Deepening or Sidetracking shall include:

(BX X DpHoK MK XX XK 306 353009 X SRR OCH0a 2 IR Xk o i X e o 0K SHdeme o e X S R KO

HGERPEX KT N XL, ¥ AOlIEIIEXOEX S XA K KoK ap M HEA0X Xt Race fexinosx
@ Option No. 2: All necessary expenditures for the drilling, Deepening or Sidetracking and testing of the well. When

such well has reached its authorized depth, and all logs, cores and other tests have been completed, and the results
thereof furnished to the parties, Operator shall give immediate notice to the Non-Operators having the right to
participate in a Completion attempt whether or not Operator recommends attempting to Complete the well,
together with Operator’s AFE for Completion costs if not previously provided. The parties receiving such notice
shall have forry-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect by delivery of
notice to Operator to participate in a recommended Completion attempt or to make a Completion proposal with an
accompanying AFE. Operator shall deliver any such Completion proposal, or any Completion proposal conflicting
with Operator’s proposal, to the other parties entitled to participate in such Completion in accordance with the
procedures specified in Article VL.B.6. Election to participate in a Completion attempt shall include consent to all
necessary expenditures for the Completing and equipping of such well, including necessary tankage and/or surface
facilities but excluding any stimulation operation not contained on' the Completion AFE. Failure of any party
receiving such notice to reply within the period above fixed shall constitute an election by that party not to
participate in the cost of the Completion attempt; provided, that Article VLB.S. shall control in the case of
conflicting Completion proposals. If one or more, but less than all of the parties, elect to attempt a Completion, the
provisions of Article VL.B.2. hereof (the phrase "Reworking, Sidetracking, Deepening, Recompleting or Plugging
Back” as contained in Article VIB.2. shall be deemed to include “Completing”) shall apply to the operations
thereafter conducted by less than all parties; provided, however, that Article VLB.2 shall apply separately to each
separate Completion or Recompletion attempt undertaken hereunder, and an election to become a Non-Consenting
Party as to one Completion or Recompletion attempt shall not prevent a party from becoming a Consenting Party
in subsequent Completion or Recompletion attempts regardless whether the Consenting Parties as to earlier
Completions or Recompletions have recouped their costs pursuant to Article VLB.2,; provided further, that any
recoupment of costs by a Consenting Party shall be made solely from the production attributable to the Zone in
which the Completion attempt is made. Election by a previous Non-Consenting Party to participate in a subsequent
Completion or Recompletion attempt shall require such party to pay its proportionate share of the cost of salvable
materials and equipment installed in the well pursuant to the previous Completion or Recompletion attempt,
insofar and only insofar as such materials and equipment benefit the Zone in which such party participates in 2
Completion attempt.

2. Rework, Recomplete or Plug Back: No well shall be Reworked, Recompleted or Plugged Back except a well Reworked,
Recompleted, or Plugged Back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the Reworking,
Recompleting or Plugging Back of a well shall include all necessary expenditures in conducting such operations and
Completing and equipping of said well, including necessary tankage and/or surface facilities.

D. Other Operations:

Operator shall not undertake any single project reasonably estimated to require an expenditure in excess of

twenty-five thousand-—--—--—-—--—--—— Dollars ($ 25.000.00 ) except in connection with the
drilling, Sidetracking, Reworking, Deepening, Completing, Recompleting or Plugging Back of a well that has been previously
authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden
emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion
are required to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the
emergency to the other parties. If Operator prepares an AFE for its own use, Operator shall furnish any Non-Operator so
requesting an information copy thereof for any single project costing in excess of —_twenty-five thousand--Dollars
($25,000.00 ). Any party who has not relinquished its interest in a well shall have the right to propose that
Operator perform repair work or undertake the installation of artificial lift equipment or ancillary production facilmé‘s"such as
salt water disposal wells or to conduct additional work with respect to a well drilled hereunder or other similar pro]ect (but
not including the installation of gathering lines or other transportation or marketing facilities, the installation of which shall
be governed by separate agreement between the parties) reasonably estimated to require an expenditure in excess of the
amount first sec forth above in this Article VLD. (except in connection with an operation required to be propd&ed under
Articles VLB.1. or VLC.1. Option No. 2, which shall be governed exclusively by those Articles), Operator shall delxver such
proposal t6 all parties entitled to participate therein. If within thirty (30) days thereof Operator secures the writte: -,,consent
of any party or parties owning at least —_80 ___ 9% of the interests of the parties entitled to participate in“such peration,
each party having the right to participate in such project shall be bound by the terms of such proposal and shall be ,'blngated
to pay its proportionate share of the costs of the proposed project as if it had consented to such project putsuant t§’t ‘terms

of the P1'°P°sal Subject to compliance with the terms and prov1s1or}é~'
E. Abandonment of Wells: Unit Agreement.

1. Abandonment of Dry Holes: Except for any well drilled or Deepened pursuant to Article VL.B. 2 any well which has
been drilled or Deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be

-9.
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plugged and abandoned without the consent of all parties. Should Operator, after diligent effort, be unable to contact any
party, or should any party fail to reply within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after
delivery of notice of the proposal to plug and abandon such well, such party shall be deemed to have consented to the
proposed abandonment. All such wells shall be plugged and abandoned in accordance with applicable regulations and at the
cost, risk and expense of the parties who participated in the cost of drilling or Deepening such well. Any party who objects to
plugging and abandoning such well by notice delivered to Operator within forty-eight (48) hours (exclusive of Saturday,
Sunday and legal holidays) after delivery of notice of the proposed plugging shall take over the well as of the end of such
forty-eight (48) hour notice period and conduct further operations in search of Oil and/or Gas subject to the provisions of
Article VLB,; failure of such party to provide proof reasonably satisfactory to Operator of its financial capability to conduct
such operations or to take over the well within such period or thereafter to conduct operations on such well or plug and
abandon such well shall entitle Operator to retain or take possession of the well and plug and abandon the well. The party
taking over the well shall indemnify Operator (if Operator is an abandoning party) and the other abandoning parties against
liability for any further operations conducted on such well except for the costs of plugging and abandoning the well and
restoring the surface, for which the abandoning parties shall remain proportionately liable.

2. Abandonment of Wells That Have Produced: Except for any well in which a Non-Consent operation has been
conducted hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has
been completed as a producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to
such abandonment, the well shall be plugged and abandoned in accordance with applicable regulations and at the cost, risk
and expense of all the parties hereto. Failure of a party to reply within sixty (60) days of delivery of notice of proposed
abandonment shall be deemed an election to consent to the proposal. If, within sixty (60) days after delivery of notice of the
proposed abandonment of any well, all parties do not agree to the abandonment of such well, those wishing to continue its
operation from the Zone then open to production shall be obligated to take over the well as of the expiration of the
applicable notice period and shall indemnify Operator (if Operator is an abandoning party) and the other abandoning parties
against liability for any further operations on the well conducted by such parties. Failure of such party or parties to provide
proof reasonably satisfactory to Operator of their financial capability to conduct such operations or to take over the well
within the required period or thereafter to conduct operations on such well shall entitle Operator to retain or take possession

“of such well and plug and abandon the well.

Parties taking over a well as provided herein shall tender to each of the other parties its proportionate share of the value of
the well's salvable material and equipment, determined in accordance with the provisions of Exhibit “C,” less the estimated cost
of salvaging and the estimated cost of plugging and abandoning and restoring the surface; provided, however, that in the event
the estimated plugging and abandoning and surface restoration costs and the estimated cost of salvaging are higher than the
value of the well's salvable material and equipment, each of the abandoning parties shall tender to the parties continuing
operations their proportionate shares of the estimated excess cost. Each abandoning party shall assign to the non-abandoning
parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and material, all
of its interest in the wellbore of the well and related equipment, together with its interest in the Leasehold insofar and only
insofar as such Leasehold covers the right to obtain production from that wellbore in the Zone then open to production. If the
interest of the abandoning party is or includes an Oil and Gas Interest, such party shall execute and deliver to the non-
abandoning party or parties an oil and gas lease, limited to the wellbore and the Zone then open to production, for a term of
one (1) year and so long thereafter as Oil and/or Gas is produced from the Zone covered thereby, such lease to be on the form
attached as Exhibit "B.” The assignments or leases so limited shall encompass the Drilling Unit upon which the well is located.
The payments by, and the assignments or leases to, the assignees shall be in a ratio based upon the relationship of their
respective percentage of participation in the Contract Area to the aggregate of the percentages of participation in the Contract
Area of all assignees. There shall be no readjustment of interests in the remaining portions of the Contract Area.

Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production
from the well in the Zone then open other than the royalties retained in any lease made under the terms of this Article. Upon
request, Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and
charges contemplated by this agreement, plus any additional cost and charges which may arise as the result of the separate
ownership of the assigned well. Upon proposed abandonment of the producing Zone assigned ot leased, the assignor or lessor
shall then have the option to repurchase its prior interest in the well (using the same valuation formula) and participate in
further operations therein subject to the provisions hereof.

3. Abandonment of Non-Consent Operations: The provisions of Article VILE.l. or VLE.2, above shall be applicable as
between Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided,
however, no well shall be permanently plugged and abandoned unless and until all parties having the right to conduct further
operations therein have been notified of the proposed abandonment and afforded the opportunity to elect to take over the well
in accordance with the provisions of this Article VLE.; and provided further, that Non-Consenting Parties who own an interest
in a portion of the well shall pay their proportionate shares of abandonment and surface restoration costs for such well as
provided in Article VLB.2.(b).

F. Termination of Operations:

Upon the commencement of an operation for the drilling, Reworking, Sidetracking, Plugging Back, Deepening, testing,
Completion or plugging of a well, including but not limited to the Initial Well, such operation shall not be terminated without
consent of parties bearing ——80 % of the costs of such operation; provided, however, that in the event graniteor other
practically impenetrable substance or condition in the hole is encountered which renders further operations irﬂﬁractical
Operator may discontinue operations and give notice of such condition in the manner provided in Article VIB.15’and the
provisions of Article VL.B. or VLE. shall thereafter apply to such operation, as appropriate. o
G. Taking Production in Kind:

Kl Option No. 1: Gas Balancing Agreement Attached

Each party shall take in kind or separately dispose of its proportionate share of all Oil and Gas produced~from the

Contract Area, exclusive of production which may be used in development and producing operations and. ifi preparing and

treating Oil and Gas for marketing purposes and production unavoidably lost. Any extra expenditure incurred 1ri’tﬁ& takmg

in kind or separate disposition by any party of its proportionate share of the production shall be bome by gui:h aparty Any
party taking its share of production in kind shall be required to pay for only its proportionate sha sich p r of
Operator’s surface facilities which it uses.

Each party shall execute such division orders and contracts as may be necessary for the: sale ‘of “its mterest in
production from the Contract Area, and, except as provided in Article VILB., shall be enmled to receive paymenc

s
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directly from the purchaser thereof for its share of all production.

If any party fails to make the arrangements necessary to take in kind or separately dispose of its proportionate
share of the Oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by
the party owning it, but not the obligation, to purchase such Oil or sell it to others at any time and from time to
time, for the account of the non-taking party. Any such purchase or sale by Operator may be terminated by
Operator upon at least ten (10) days written notice to the owner of said production and shall be subject always to
the right of the owner of the production upon at least ten (10) days written notice to Operator to exercise at any
time its right to take in kind, or separately dispose of, its share of all Qil not previously delivered to a purchaser.
Any purchase or sale by Operator of any other party's share of Oil shall be only for such reasonable periods of time
as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a
period in excess of one (1) year.

Any such sale by Operator shall be in a manner commercially reasonable under the circumstances but Operator
shall have no duty to share any existing market or to obtain a price equal to that received under any existing
market. The sale or delivery by Operator of a non-taking party’s share of Oil under the terms of any existing
contract of Operator shall not give the non-taking party any interest in or make the non-taking party 2 party to said
contract. No purchase shall be made by Operator without first giving the non-taking party at least ten (10) days
written notice of such intended purchase and the price to be paid or the pricing basis to be used.

All parties shall give timely written notice to Operator of their Gas marketing arrangements for the following
month, excluding price, and shall notify Operator immediately in the event of a change in such arrangements.
Operator shall maintain records of all marketing arrangements, and of volumes actually sold or transported, which
records shall be made available to Non-Operators upon reasonable request.

In the event one or more parties’ separate disposition of its share of the Gas causes split-stream deliveries to separate
pipelines and/or deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective proportion-
ate share of total Gas sales to be allocated to it, the balancing or accounting between the parties shall be in accordance with
any Gas balancing ‘agreement between the parties hereto, whether such an agreement is attached as Exhibit "E” or is a
separate agreement. Operator shall give notice to all parties of the first sales of Gas from any well under this agreement.

Each party shall take in kind or separately dispose of its proportionate share of all Oil and Gas produced from
he Contract Area, exclusive of production which may be used in development and producing operations and in

production from the SQntract Area, and, except as provided in Article VILB,, shall be entitled to receive payment
directly from the purchasex thereof for its share of all production.

If any party fails to makeNthe arrangements necessary to take in kind or separately dispose of its proportionate
share of the Oil and/or Gas prgduced from the Contract Area, Operator shall have the right, subject to the
tevocation at will by the party ownifig it, but not the obligation, to purchase such Oil and/or Gas or sell it to others
at any time and from time to time, for ¥qe account of the non-taking party. Any such purchase or sale by Operator
may be terminated by Operator upon at lead ten (10) days written notice to the owner of said production and shall
be subject always to the right of the owner of the production upon at least ten (10) days written notice to Operator
to exercise its right to take in kind, or separately digpose of, its share of all Oil and/or Gas not previously delivered
to a purchaser; provided, however, that the effectiveN\Jate of any such revocation may be deferred at Operator’s
perator has committed such production to a purchase
contract having a term extending beyond such ten (10) -day eriod. Any purchase or sale by Operator of any other
party’s share of Oil and/or Gas shall be only for such reasohqble periods of time as are consistent_with the
minimum needs of the industry under the particular circumstances, Bxg in no event for a period in excess of one (1)
year.

Any such sale by Operator shall be in 2 manner commercially reasonablsunder the circumstances, but Operator
shall have no duty to share any existing market or transportation arrangement ¥ to obtain a price or transportation
fee equal to that received under any existing market or transportation arrangsqent. The sale or delivery by
Operator of a non-taking party’s share of production under the terms of any existing dqpatract of Operator shall not
give the non-taking party ar;y interest in or make the non-taking party a party to said colxgact. No purchase of Oil
and Gas and no sale of Gas shall be made by Operator without first giving the non-taking party ten days written
notice of such intended purchase or sale and the price to be paid or the pricing basis to be used.
notice to all parties of the first sale of Gas from any well under this Agreement.

ARTICLE Vll
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The liability of the parties shall be several, not joint or collective. Each party shall be responsible only for its ob}xganons
and shall be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the
liens granted among the parties in Article VILB. are given to secure only the debts of each severally, and no parry’ hall have
any liability to third parties hereunder to satisfy the default of any other party in the payment of any expeufe %llgauon
hereunder. It is not the intention of the parties to create, nor shall this agreement be construed as creatmg‘ ‘a duénm \9} other
partnership, joint venture, agency relationship or association, or to render the parties liable as partners, ¢o- venturers, or
principals. In their relations with each other under this agreement, the parties shall not be considered fxducxarxes%’t‘ :'o have
established a confidential relationship but rather shall be free to act on an arm’s-length basis in accordanc'e“ﬁr' ‘ e}i;gwn
respective self-interest, subject, however, to the obligation of the parties to act in good faith in their dealmgs' with® cach othér
with respect to activities hereunder. :
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B. Liens and Security Interests:

Each party grants to the other parties hereto a lien upon any interest it now owns or hereafter acquires in Oil and Gas
Leases and Oil and Gas Interests in the Contract Area, and a security interest and/or purchase money security interest in any
interest it now owns or hereafter acquires in the personal property and fixtures on or used or obtained for use in connection
therewith, to secure performance of all of its obligations under this agreement including but not limited to payment of expense,
interest and fees, the proper disbursement of all monies paid hereunder, the assignment or relinquishment of interest in Oil
and Gas Leases as required hereunder, and the proper performance of operations hereunder. Such lien and security interest
granted by each party hereto shall include such party's leasehold interests, working interests, operating rights, and royalty and
overriding royalty interests in the Contract Area now owned or hereafter acquired and in lands pooled or unitized therewith or
otherwise becoming subject to this agreement, the Oil and Gas when extracted therefrom and equipment situated thereon or
used or obtained for use in connection therewith (including, without limitation, all wells, tools, and tubular goods), and accounts
(including, without limitation, accounts arising from gas imbalances or from the sale of Oil and/or Gas at the wellhead),
contract rights, inventory and general intangibles relating thereto or arising therefrom, and all proceeds and products of the
foregoing.

To perfect the lien and security agreement provided herein, each party hereto shall execute and acknowledge the recording
supplement and/or any financing statement prepared and submitted by any party hereto in conjunction herewith or at any time
following execution hereof, and Operator is authorized to file this agreement or the recording supplement executed herewith as
a lien or mortgage in the applicable real estate records and as a financing statement with the proper officer under the Uniform
Commercial Code in the state in which the Contract Area is situated and such other states as Operator shall deem appropriate
to perfect the security incerest granted hereunder. Any party may file this agreement, the recording supplement executed
herewith, or such other documents as it deems necessary as a lien or mortgage in the applicable real estate records and/or a
financing statement with the proper officer under the Uniform Commercial Code.

Each party represents and warrants to the other parties hereto that the lien and security interest granted by such party to
the other parties shall be a first and prior lien, and each party hereby agrees to maintain the priority of said lien and security
interest against all persons acquiring an interest in Oil and Gas Leases and Interests covered by this agreement by, through or

under such party. All parties acquiring an interest in Oil and Gas Leases and Oil and Gas Interests covered by this agreement,

whether by assignment, merger, mortgage, operation of law, or otherwise, shall be deemed to have taken subject
to the lien and security interest granted by this Article VILB. as to all obligations attributable to such interest hereunder
whether or not such obligations arise before or after such interest is acquired.

To the extent that parties have a security interest under the Uniform Commercial Code of the state in which the
Contract Area is situated, they shall be entitled to exercise the rights and remedies of a secured party under the Code.
The bringing of a suit and the obtaining of judgment by a party for the secured indebtedness shall not be deemed an
election of remedies or otherwise affect the lien rights or security interest as security for the payment thereof. In
addition, upon default by any party in the payment of its share of expenses, interests or fees, or upon the improper use
of funds by the Operator, the other parties shall have the right, without prejudice to other rights or remedies, to collect
from the purchaser the proceeds from the sale of such defaulting party’s share of Oil and Gas until the amount owed by
such party, plus interest as provided in “Exhibit C,” has been received, and shall have the right to offset the amount
owed against the proceeds from the sale of such defaulting party’s share of Oil and Gas. All purchasers of production
may rely on a notification of default from the non-defaulting party or parties stating the amount due as a result of the
default, and all parties waive any recourse available against purchasers for releasing production proceeds as provided in
this paragraph,

If any party fails to pay its share of cost within one hundred twenty (120) days after rendition of a statement therefor by
Operator, the non-defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the
proportion that the interest of each such party bears to the incerest of all such parties. The amount paid by each party so
paying its share of the unpaid amount shall be secured by the liens and security rights described in Article VILB,, and each
paying party may independently pursue any remedy available hereunder or otherwise.

If any party does not perform all of its obligations hereunder, and the failure to perform subjects such party to foreclosure
or execution proceedings pursuant to the provisions of this agreement, to the extent allowed by governing law, the defaulting
party waives any available right of redemption from and after the date of judgment, any required valuation or appraisement
of the mortgaged or secured property prior to sale, any available right to stay execution or to require a marshalling of assets
and any required bond in the event a receiver is appointed. In addition, to the extent permitted by applicable law, each party
hereby grants to the other parties a power of sale as to any property that is subject to the lien and security rights granted
hereunder, such power to be exercised in the manner provided by applicable law or otherwise in a commercially reasonable
manner and upon reasonable notice.

Each party agrees that the other parties shall be entitled to utilize the provisions of Oil and Gas lien law or other lien
law of any state in which the Contract Area is situated to enforce the obligations of each party hereunder. Without limiting
the generality of the foregoing, to the extent permitted by applicable law, Non-Operators agree that Operator may invoke or
utilize the mechanics’ or materialmen’s lien law of the state in which the Contract Area is situated in order to sercure the
payment to Operator of any sum due hereunder for services performed or materials supplied by Operator.

C. Advances:

" Operator, at its election, shall have the right from time to time to demand and receive from one or more of the other
parties payment in advance of their respective shares of the estimated amount of the expense to be incurred in oﬁcrauons
hereunder during the next succeeding month, which right may be exercised only by submission to each such patty of an
itemized statement of such estimated expense, together with an invoice for its share thereof. Each such statement ang ”mvoxce
for the payment in advance of estimated expense shall be submitted on or before the 20th day of the next precedmﬁ month.
Each party shall pay to Operator its proportionate share of such estimate within fifteen (15) days after such esnmate and
invoice is received. If any party fails to pay its share of said estimate within said time, the amount due shall bear a)rgte)rest as
provided in Exhibit “C" until paid. Proper adjustment shall be made monthly between advances and actual f:xlﬁnseJ ‘the end
that each party shall bear and pay its proportionate share of actual expenses incurred, and no more. X
D. Defaults and Remedxes

make any advance under the preceding Article VIL.C. or any other provision of thls agreement, within thvedpé'
such payment hereunder, then in addition to the remedies provided in Article VILB. or elsewhere |.r_1 th; agreer}‘xeht, the'
remedies specified below shall be applicable. For purposes of this Article VILD.,, all notices and electfons shaﬂ,berdehveredv
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only by Operator, except that Operator shall deliver any such notice and election requested by a non-defaulting Non-Operator,
and when Operator is the party in default, the applicable notices and elections can be delivered by any Non-Operator.
Election of any one or more of the following remedies shall not preclude the subsequent use of any other temedy specified
below or otherwise available to a non-defaulting party.

1. Suspension of Rights: Any party may deliver to the party in default a Notice of Default, which shall specify the default,
specify the action to be taken to cure the default, and specify that failure to take such action will result in the exercise of one
or more of the remedies provided in this Article. If the default is not cured within thirty (30) days of the delivery of such
Notice of Default, all of the rights of the defaulting party granted by this agreement may upon notice be suspended until the
defaule is cured, without prejudice to the right of the non-defaulting party or parties to continue to enforce the obligations of
the defaulting party previously accrued or thereafter accruing under this agreement. If Operator is the party in default, the
Non-Operators shall have in addition the right, by vote of Non-Operators owning a majority in interest in the Contract Area
after excluding the voting interest of Operator, to appoint a new Operator effective immediately. The rights of a defaulting
patty that may be suspended hereunder at the election of the non-defaulting parties shall include, without limitation, the right
to receive information as to any operation conducted hereunder during the period of such default, the right to elect to
participate in an operation proposed under Article VLB, of this agreement, the right to participate in an operation being
conducted under this agreement even if the party has previously elected to participate in such operation, and the right to
receive proceeds of production from any well subject to this agreement.

2. Suit for Damages: Non-defaulting parties or Operator for the benefit of non-defaulting parties may sue (at joint
account expense) to collect the amounts in default, plus interest accruing on the amounts recovered from the date of default
until the date of collection at the rate specified in Exhibit "C" attached hereto. Nothing herein shall prevent any party from
suing any defaulting party to collect consequential damages accruing to such party as a result of the default.

3. Deemed Non-Consent: The non-defaulting party may deliver a written Notice of Non-Consent Election to the
defaulting party at any time after the expiration of the thirty-day cure period following delivery of the Notice of Default, in
which event if the billing is for the drilling of a new well or the Plugging Back, Sidetracking, Reworking or Deepening of a
well which is to be or has been plugged as a dry hole, or for the Completion or Recompletion of any well, the defaulting

_party will be conclusively deemed to have elected not to participate in the operation and to be a Non-Consenting Party with

respect thereto under Article VIB. or VIC, as the case may be, to the extent of the costs unpaid by such party,
notwithstanding any election to participate theretofore made. If election is made to proceed under this provision, then the
non-defaulting parties may not elect to sue for the unpaid amount pursuant to Article VIL.D.2.

Uatil the delivery of such Notice of Non-Consent Election to the defaulting party, such party shall have the right to cure
its default by paying its unpaid share of costs plus interest at the rate set forth in Exhibit “C,” provided, however, such
payment shall not prejudice the rights of the non-defaulting parties to pursue remedies for damages incurred by the non-
defaulting parties as a result of the default. Any interest relinquished pursuant to this Article VILD.3. shall be offered to the
non-defaulting parties in proportion to their interests, and the non-defaulting parties electing to participate in the ownership
of such interest shall be required to contribute their shares of the defaulted amount upon their election to participate therein.

4. Advance Payment: If a default is not cured within thirty (30) days of the delivery of a Notice of Default, Operator, or
Non-Operators if Operator is the defaulting party, may thereafter require advance payment from the defaulting
party of such defaulting party’s anticipated share of any item of expense for which Operator, or Non-Operators, as the case may
be, would be entitled to reimbursement under any provision of this agreement, whether or not such expense was the subject of
the previous default. Such right includes, but is not limited to, the right to require advance payment for the estimated costs of
drilling 2 well or Completion of a well as to which an election to participate in drilling or Completion has been made. If the
defaulting party fails to pay the required advance payment, the non-defaulting parties may pursue any of the remedies provided
in this Article VILD. or any other default remedy provided elsewhere in this agreement. Any excess of funds advanced remaining
when the operation is completed and all costs have been paid shall be promptly returned to the advancing party.

5. Costs and Attorneys’ Fees. In the event any party is required to bring legal proceedings to enforce any financial
obligation of a party hereunder, the prevailing party in such action shall be entitled to recover all court costs, costs of
collection, and a reasonable attorney’s fee, which the lien provided for herein shall also secure.
E. Rentals, Shut-in Well Payments and Minimum Royalties:

Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid
by the party or parties who subjected such lease to this agreement at its or their expense. In the event two or more parties
own and have contributed interests in the same lease to this agreement, such parties may designate one of such parties to
make said payments for and on behalf of all such parties. Any party may request, and shall be entitled to receive, proper
evidence of all such payments. In the event of failure to make proper payment of any rental, shut-in well payment or
minimum royalty through mistake or oversight where such payment is required to continue the lease in force, any loss which
results from such non-payment shall be borne in accordance with the provisions of Article IV.B.2. '

Operator shall notify Non-Operators of the anticipated completion of a shut-in well, or the shutting in or return to
production of a producing well, at least five (5) days (excluding Saturday, Sunday and legal holidays) prior to taking such
action, or at the earliest opportunity permitted by circumstances, but assumes no liability for failure to do so. In the event of
failure by Operator to so notify Non-Operators, the loss of any lease contributed hereto by Non-Operators for failure to make
umely payments of any shut-in well payment shall be borne jointly by the parties hereto under the provisions of Article
VB3, -

F. Taxes: ‘,\/

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taitgtxon all
property subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxe? assessed
thereon before they become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator mfo:" ation as
to burdens (to include, but not be limited to, royalties, overriding royalties and production payments) on Leases any 011 and
Gas Interests contributed by such Non-Operator. If the assessed valuation of any Lease is reduced by reason oi-:ts being
subject to outstanding excess royalties, overriding royalties or production payments, the reduction in ad" valorem taxes
resulting therefrom shall inure to the benefit of the owner or owners of such Lease, and Operator shall ad}ust thej charge to
such owner or owners so as to reflect the benefit of such reduction. If the ad valorem taxes are based | m\w ole }br‘ m part
upon separate valuations of each party’s working interest, then notwithstanding anything to the contrary hctem* c‘,_ rges to
the joint account shall be made and paid by the parties hereto in accordance with the tax value generategéky”‘ :
working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in‘the manner
provided in Exhibit “C.”
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If Operator considers any tax assessment improper, Operator may, at its discretion, protest within the time and manner
prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to final
determination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxes
and any interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for
the joint account, together with any interest and penalty accrued, and the total cost shall then be assessed agalnst the parties, and be
paid by them, as provided in Exhibit "C"

Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upon or with respect
to the production or handling of such partys share of Oil and Gas produced under the terms of this agreement.

ARTICLE VIII
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
A. Surrender of Leases:

The Leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole
or in part unless all parties consent thereto.

However, should any party desire to surrender its interest in any Lease or in any portion thereof, such party shall give written
notice of the proposed surrender to all parties, and the parties to whom such notice is delivered shall have thirty (30) days after
delivery of the notice within which to notify the party proposing the surrender whether they elect to consent thereto, Failure of a
party 1o whom such notice is delivered to reply within said 30-day period shall constitute a consent to the surrender of the Leases
described in the notice. If all parties do not agree or consent thereto, the party desiring to surrender shall assign, without express or
implied warranty of title, all of its interest in such Lease, or portion thereof, and any well, material and equipment which may be
located thereon and any rights in production thereafter secured, to the parties not consenting to such surrender. If the interest of the
assigning party is or includes an Oil and Gas Interest, the assigning party shall execute and deliver to the party or parties not
consenting to such surrender an oil and gas lease covering such Qil and Gas Interest for a term of one (1) year and so long
thereafter as Oil and/or Gas is produced from the land covered thereby, such lease to be on the form attached hereto as Exhibit “B.”
Upon such assignment or lease, the assigning party shall be relieved from all obligations thereafter accruing, but not theretofore
accrued, with respect to the interest assigned or leased and the operation of any well attributable thereto, and the assigning party
shall have no further interest in the assigned or leased premises and its equipment and production other than the royalties recained

in any lease made under the terms of this Article. The party assignee or lessee shall pay to the party assignor or lessor the

reasonable salvage value of the latter's interest in any well's salvable materials and equipment attributable to the assigned or leased
acreage. The value of all salvable materials and equipment shall be determined in accordance with the provisions of Exhibit "C,” less
the estimated cost of salvaging and the estimated cost of plugging and abandoning and restoring the surface. If such value is less
than such costs, then the party assignor or lessor shall pay to the party assignee or lessee the amount of such deficit. If the
assignment or lease is in favor of more than one party, the interest shall be shared by such parties in the proportions that the
interest of each bears to the total interest of all such parties. If the interest of the parties to whom the assignment is to be made
varies according to depth, then the interest assigned shall similarly reflect such variances.

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor’s, lessor’s or surrendering
party’s interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage
assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this
agreement but shall be deemed subject to an Operating Agreement in the form of this agreement.

B. Renewal or Extension of Leases:

If any party secures a renewal or replacement of an Qil and Gas Lease or Interest subject to this agreement, then all other parties
shall be notified promptly upon such acquisition or, in the case of a replacement Lease taken before expiration of an existing Lease,
promptly upon expiration of the existing Lease. The parties notified shall have the right for a period of thirty (30) days following
delivery of such notice in which to elect to participate in the ownership of the renewal or replacement Lease, insofar as such Lease
affects lands within the Contract Area, by paying to the party who acquired it their proportionate shares of the acquisition cost
allocated to that part of such Lease within the Contract Area, which shall be in proportion to the interests held at that time by the
parties in the Contract Area. Each party who participates in the purchase of a renewal or replacement Lease shall be given an
assignment of its proportionate interest therein by the acquiring party.

If some, but less than all, of the parties elect to participate in the purchase of a renewal or replacement Lease, it shall be owned
by the parties who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in
the Contract Area to the aggregate of the percentages of participation in the Contract Area of all parties participating in the
purchase of such renewal or replacement Lease. The acquisition of a renewal or replacement Lease by any or all of the parties hereto
shall not cause a readjustment of the interests of the parties stated in Exhibit “A,” but any renewal or replacement Lease in which
less than all parties elect to participate shall not be subject to this agreement but shall be deemed subject to a separate Operating
Agreement in the form of this agreement.

If the incerests of the parties in the Contract Area vary according to depth, then their right to participate proportionately in
renewal or replacement Leases and their right to receive an assignment of interest shall also reflect such depth variances.

The provisions of this Article shall apply to renewal or replacement Leases whether they are for the entire interest covered by
the expiring Lease or cover only a portion of its area or an interest therein. Any renewal or replacement Lease taken before the
expiration of its predecessor Lease, or taken or contracted for or becoming effective within six (6) months after the expiration of the
existing Lease, shall be subject to this provision so long as this agreement is in effect at the time of such acquisition or at the time
the renewal or replacement Lease becomes effective; but any Lease taken or contracted for more than six (6) month:&fter the
expiration of an existing Lease shall not be deemed a renewal or replacement Lease and shall not be subject to the provxanqis of this
agreement.

The provisions in this Article shall also be applicable to extensions of Oil and Gas Leases
C. Acreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of a well or, ,f

the contribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Dn'lh ‘artbm;é in the
proportions said Drilling Parties shared thc cost of dnlhng the well. Such acreage shall become a separate Cont!tqa : ”sn?nd, 1o the

inside the Contract Area,
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If any party contracts for any consideration relating to disposition of such party's share of substances produced hereunder,
such consideration shall not be deemed a contribution as contemplated in this Article VIIL.C.

D. Assignment; Maintenance of Uniform Interest:

For the purpose of maintaining uniformity of ownership in the Contract Area in the Oil and Gas Leases, Oil and Gas
Interests, wells, equipment and production covered by this agreement no party shall sell, encumber, transfer or make other
disposition of its interest in the Oil and Gas Leases and Qil and Gas Interests embraced within the Contract Area or in wells,
equipment and production unless such disposition covers either:

1. the entire interest of the party in all Oil and Gas Leases, Oil and Gas Interests, wells, equipment and production; or

2. an equal undivided percent of the party’s present interest in all Oil and Gas Leases, Qil and Gas Interests, wells,
equipment and production in the Contract Area. the Unit Agreement and

Every sale, encumbrance, transfer or other dlsposmon made by any party shall be made expressly subject to*this agreement
and shall be made without prejudice to the right of the other parties, and any transferee of an ownership interest in any Oil and
Gas Lease or Interest shall be deemed a party to this agreement as to the interest conveyed from and after the effective date of
the transfer of ownership; provided, however, that the other parties shall not be required to recognize any such sale,
encumbrance, transfer or other disposition for any purpose heréunder until thirty (30) days after they have received 2 copy of the
instrument of transfer or other satisfactory evidence thereof in writing from the transferor or transferee. No assignment or other
disposition of interest by a party shall relieve such party of obligations previously incurred by such party hereunder with respect
to the interest transferred, including without limitation the obligation of a party to pay all costs attributable to an operation
conducted hereunder in which such party has agreed to participate prior to making such assignment, and the lien and security
interest granted by Article VILB. shall continue to burden the interest transferred to secure payment of any such obligations.

If, at any time the interest of any party is divided among and owned by four or more co-owners, Operator, at its discretion,
may require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures,
receive billings for and approve and pay such party’s share of the joint expenses, and to deal generally with, and with power to
bind, the co-owners of such party’s interest within the scope of the operations embraced in this agreement; however, all such co-
owners shall have the right to enter into and execute all contracts or agreements for the disposition of their respective shares of
the Oil and Gas produced from the Contract Area and they shall have the right to receive, separately, payment of the sale
proceeds thereof.

E. Waiver of Rights to Partition:

If permitted by the laws of the state or states in which the property covered hereby is located, each party hereto owning an
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
undivided interest therein.

F. Preferential Right to Purchase:
K] (Optional; Check if applicable.)

Should any party desire to sell all or any part of its interests under this agreement, or its rights and interests in the Contract
Area, it shall promptly give written notice to the other parties, with full information concerning its proposed disposition, which
shall include the name and address of the prospective transferee (who must be ready, willing and able to purchase), the purchase
price, a legal description sufficient to identify the property, and all other terms of the offer. The other parties shall then have an
optional prior right, for a period of ten (10) days after the notice is delivered, to purchase for the stated consideration on the
same terms and conditions the interest which the other party proposes to sell; and, if this optional right is exercised, the
purchasing parties shall share the purchased interest in the proportions that the interest of each bears to the total interest of all
purchasing parties. However, there shall be no preferential right to purchase in those cases where any party wishes to mortgage
its interests, or to transfer title to its interests to its mortgagee in lieu of or pursuant to foreclosure of a mortgage of its interests,
or to dispose of its interests by merger, reorganization, consolidation, or by sale of all or substantially all of its Qil and Gas assets
to any party, or by transfer of its interests to a subsidiary or parent company or to a subsidiary of 2 parent company, or to any
company in which such party owns a majority of the stock.

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

If, for federal income tax purposes, this agreement and the operations hereunder are regarded as a partnership,-and if the
parties have not otherwise agreed to form 2 tax partnership pursuant to Exhibit “G” or other agreement between them, each
party thereby affected elects to be excluded from the application of all of the provisions of Subchapter “K,” Chapter 1, Subtitle
“A,” of the Internal Revenue Code of 1986, as amended ("Code”), as permitted and authorized by Section 761 of the Code and
the regulations promulgated thereunder. Operator is authorized and directed to execute on behalf of each party hereby affected
such evidence of this election as may be required by the Secretary of the Treasury of the United States or the Federal Internal
Revenue Service, including specifically, but not by way of limitation, all of the returns, statements, and the data required by
Treasury Regulations §1.761. Should there be any requirement that each party hereby affected give further evidence of this
election, each such party shall execute such documents and furnish such other evidence as may be required by the Federal Internal
Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take any other action
inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the Contract
Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter “K,” Chapter
1, Subtitle "A,” of the Code, under which an election similar to that provided by Section 761 of the Code is permitted, each party

‘hereby affected shall make such election as may be permitted or required by such laws. In making the foregoing clec’ﬁo’n, each

such party states that the income derived by such party from operations hereunder can be adequately determined without the
computation of partnership taxable income. iz

ARTICLE X. :
CLAIMS AND LAWSUITS A
Operator may sectle any single uninsured third party damage claim or suit arising from operations hereunder if the expendxtuxe
does not exceed _ten thousand--------= Dollars ($ .10.000.00 ) and if the payment is in complete setdement

of such claim or suit. If the amount required for settlement exceeds the above amount, the parties hereto shall assumie and ‘take over
the further handling of the claim or suit, unless such authority is delegated to Operator. All costs and expenses of handlmg, settling,
or otherwise discharging such claim or suit shall be at the joint expense of the parties participating in the operation from which the
claim or suit arises. If a claim is made against any party or if any party is sued on account of any matter ansmg ?romgoperauons
hereunder over which such individual has no control because of the rights given Operator by this agreement, such. ,:., shall
immediately notify all other parties, and the claim or suite shall be treated as any other claim or suit mvolvmg operations hereunder.
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ARTICLE XI.
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other
than the obligation to indemnify or make money payments or furnish security, that party shall give to all other parties
prompt written notice of the force majeure with reasonably full particulars concerning it; thereupon, the obligations of the
party giving the notice, so far as they are affected by the force majeure, shall be suspended during, but no longer than, the
continuance of the force majeure. The term “force majeure,” as here employed, shall mean an act of God, strike, lockout, or
other industrial disturbance, act of the public enemy, war, blockade, public riot, lightning, fire, storm, flood or other act of
nature, explosion, governmental action, governmental delay, restraint or inaction, unavailability of equipment, and any other
cause, whether of the kind specifically enumerated above or otherwise, which is not reasonably within the control of the party
claiming suspension.

The affected party shall use all reasonable diligence to remove the force majeure situation as quickly as practicable. The
requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes,
lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shall
be entirely within the discretion of the party concerned.

ARTICLE XII
NOTICES

All notices authorized or required between the parties by any of the provisions of this agreement, unless otherwise
specifically provided, shall be in writing and delivered in person or by United States mail, courier service, telegram, telex,
telecopier or any other form of facsimile, postage or charges prepaid, and addressed to such parties at the addresses listed on
Exhibit “A." All telephone or oral notices permitted by this agreement shall be confirmed immediately thereafter by written
notice. The originating notice given under any provision hereof shall be deemed delivered only when received by the party to
whom such notice is directed, and the time for such party to deliver any notice in response thereto shall run from the date
the originating notice is re¢eived. "Receipt” for purposes of this agreement with respect to written notice delivered hereunder
shall be actual delivery of the notice to the address of the party to be notified specified in accordance with this agreement, or
to the telecopy, facsimile or telex machine of such party. The second or any responsive notice shall be deemed delivered when
deposited in the United Stares mail or at the office of the courier or telegraph service, or upon transmittal by telex, telecopy
or facsimile, or when personally delivered to the party to be notified, provided, that when response is required within 24 or
48 hours, such response shall be given orally or by telephone, telex, telecopy or other facsimile within such period. Each party
shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other
parties. If a party is not available to receive notice orally or by telephone when a party attempts to deliver a notice required
to be delivered within 24 or 48 hours, the notice may be delivered in writing by any other method specified herein and shall
be deemed delivered in the same manner provided above for any responsive notice.

ARTICLE XIII

TERM OF AGREEMENT
.This agreement shall rqcrﬁam '30 full ﬁ)tce and ‘effect as to the Oil and Gas Leases and/or Oil and Gas Interests subject
hereto for thelpaaogl-og-sme-uelacsoaiabw ovi‘&%n owever, no party hereto shall ever. be construed as having any right, ticle

or interest in or to any Lease or Oil and Gas Interest contributed by any other party beyond the term of this agreement
-&—w‘g-n—w-d—theeﬂ—mdcw' oubject—a eReRt—te :

force as to any part of the Contract Area, whether by ptoductlon, extension, tenewal or otherwtse

00  Option No. 2: In the event the well described in Article VLA, or any subsequent well drilled ugder™any provision

of this agreement, results in the Completion of a well as a well capable of production of Gitand/or Gas in paying
quantities, this agreement shall continue in force so long as any such well is_capdble of production, and for an
additional period of days thereafter; provided, howevet, if, prior to the expiration of such
additional period, one or more of the parties hereto are engagedirdrilling, Reworking, Deepening, Sidetracking,
Plugging Back, testing or attempting to Complete or Reseoffiplete a well or wells hereunder, this agreement shall
continue in force until such operations have beestompleted and if production results therefrom, this agreement
shall continue in force as provlded hergio~Th the event the well described in Article VLA, or any subsequent well
drilled hereunder, results in a_dry hole, and no other well is capable of producing Oil and/or Gas from the

The termination of thxs agreement shall not relieve any party hereto from any expense, liability or other obligation or any
remedy therefor which has accrued or attached prior to the date of such termination.

Upon termination of this agreement and the satisfaction of all obligations hereunder, in the event a memorandum of this
Operating Agreement has been filed of record, Operator is authorized to file of record in all necessary recording offices a
notice of termination, and each party hereto agrees to execute such a notice of termination as to Operator's interest, upon
request of Operator, if Operator has satisfied all its financial obligations.

ARTICLE XIV. £
COMPLIANCE WITH LAWS AND REGULATIONS i
A. Laws, Regulations and Orders: i

This agreement shall be subject to the applicable laws of the state in which the Contract Area is located, to the vﬂixd rules,
regulations, and orders of any duly constituted regulatory body of said state; and to all other applicable fedet“al state,
and local laws, ordinances, rules, regulations and orders.
B. Governing Law:

This agreement and all matters pertaining hereto, including but not limited to matters of performante’. non-
performance, breach, remedies, procedures, rights, duties, and interpretation or construction, shall
determined by the law of the state in which the Contract Area is located. ¥xrhx om0t
xk«umtxwmmtxxxxmtxxxxxxxxxxxxxxxxxmmgxm
C. Regulatory Agencnes

rights, privileges, or obligations which Non-Operators may have under federal or state laws or undey: .fules,. tegulatxons or; '
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1 orders promulgated under such laws in reference to oil, gas and mineral operations, including the location, operation, or
2 production of wells, on tracts offsetting or adjacent to the Contract Area.

3 With respect to the operations hereunder, Non-Operators agree to release Operator from any and all losses, damages,
4 injuries, claims and causes of action arising out of, incident to or resulting directly or indirectly from Operator’s interpretation
5  or application of rules, rulings, regulations or orders of the Department of Energy or Federal Energy Regulatory Commission
6  or predecessor or successor agencies to the extent such interpretation or application was made in good faith and does not
7  constitute gross negligence. Each Non-Operator further agrees to reimburse Operator for such Non-Operator’s share of
8  production or any refund, fine, levy or other governmental sanction that Operator may be required to pay as a result of such
9  an incorrect interpretation or application, together with interest and penalties thereon owing by Operator as a result of such
10  incorrect interpretation or application.

11 ARTICLE XV.

12 MISCELLANEOUS

13 A, Execution:

14 This agreement shall be binding upon each Non-Operator when this agreement or a counterpart thereof has been

15  executed by such Non-Operator and Operator notwithstanding that this agreement is not then or thereafter executed by all of
16  the parties to which it is tendered or which are listed on Exhibit "A” as owning an interest in the Contract Area or which
17 own, in fact, an interest in the Contract Area. Operator may, however, by written notice to all Non-Operators who have
18  become bound by this agreement as aforesaid, given at any time prior to the actual spud date of the Initial Well but in no
19  event later than five days prior to the date specified in Article VLA, for commencement of the Initial Well, terminate this
20  agreement if Operator in its sole discretion determines that there is insufficient participation to justify commencement of
21  drilling operations. In the event of such a termination by Operator, all further obligations of the parties hereunder shall cease
22 as of such termination. In the event any Non-Operator has advanced or prepaid any share of drilling or other costs
23 hereunder, all sums so advanced shall be returned to such Non-Operator without interest. In the event Operator proceeds
24 with drilling operations for the Initial Well without the execution hereof by all persons listed on Exhibit “A” as having a
25  current working interest in such well, Operator shall indemnify Non-Operators with respect to all costs incurred for the
26 Initial Well which would have been charged to such person under this agreement if such person had executed the same and
27 Operator shall receive all revenues which would have been received by such person under this agreement if such person had
28  executed the same.

29  B. Successors and Assigns:

30 This agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective heirs,
31 devisees, legal representatives, successors and assigns, and the terms hereof shall be deemed to run with the Leases or
32 Interests included within the Contract Area.

33  C. Counterparts:

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

36 D. Severability:

37 For the purposes of assuming or rejecting this agreement as an executory contract pursuant to federal bankruptcy laws,

38  this agreement shall not be severable, but rather must be assumed or rejected in its entirety, and the failure of any party to
39  this agreement to comply with all of its financial obligations provided herein shall be a material default.
40 ARTICLE XVI.

41 OTHER PROVISIONS |
4 A Proportionately, Non-Operators agree to indemnify and hold Operator harmless

43 from any and all losses, damages, injuries, claims and causes of action arising
44 out of, incident to or resulting directly or indirectly from Operator's inter-

45 pretation or application of any statute, law, resolution or similar mandate, or
46 any rules, rulings, regulations or orders of any regulatory agency having any

47 jurisdiction over the Contract Area to the extent Operator's interpretation or
48 application was made in good faith. Non-Operators further agree to reimburse
49 Operator for the Non-Operator's proportionate part of any amounts Operator may
be required to refund, rebate or pay as a result of an incorrect interpretation

:? or application of such statutes, laws, resolutions or similar mandates, rules,
52 rulings, regulations or orders, together with the Non-Operator's proportionate
53 part of interest and penalties owing by Operator as a result of such incorrect
54 interpretation or application of such statutes, laws, resolutions or similar

55 mandates, rules, rulings, regulations or orders.

56‘ B. Notwithstanding anything herein to the contrary, if any Non-~Operator neglects
s7 or fails to pay sums due and owing Operator hereunder for a period of thirty (30)
sg days after receipt of an invoice therefor, Operator may notify said Non-Operator
of its election to regard such Non-Operating party as a non-consenting party here-

59

go under as to the said costs, if such costs are incurred with respect to the

61 drilling of any well on the Contract Area or are included in the type of cagsts
&2 subject to the provisions concerning operations by less than all parties under

63 this Operating Agreement. If Non-Operator fails to pay such amount within:fif-

64 teen {(15) days after receipt of such notice, Operator's election shall be auto-

RO

65 matically effective. Non-Operators shall retroactively be subject to the npn-
66 consent provisions of Article VI hereof, the same as if such party had elecg gd
g7 ‘to be a non-consenting party at the inception of operations, but only withﬁfe—

spect to the sums remaining unpaid and any future sums attributable to/sgg\; on-

gg Operator's interest in such operations. 1In the event that Operator %gﬁf ngfice

70 @s hereinabove provided and any Non-Operator is deemed to be a non- qp%gbﬁl?g

71 party as a result thereof, Operator shall promptly notify all other ~%‘§.’ti§-§pating
72 Non-Operators and each such Non-Operator shall have a period ?f fortgﬁ@'g ; 48)

73 hours (exclusive of Saturday, Sunday or legal holidays) in which tg-fi8 er—

74 ator of whether it elects to carry its porportionate part of the BQB-econsenting -
Non-Operator's interest. A failure to respond within the time provided 11 be

an election to participate in a proportionate part of such Non-Participating

interest. Any sums to be recovered hereunder and the penalty therefor, may be

recouped from any and all wells subject hereto. This provision shall not be

?pglgcable to any sums invoiced by Operator which Non-Operator contests in good
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1 IN WITNESS WHEREOF, this agreement shall be effective as of the M%W
Tomcat Unit Agreement.

2 ¥Exuxxxxx

3  ATTEST OR WITNESS: OPERATOR
4 Plains Radio Petroleum Company
5 By
6 Burk Whittenburg, Asst. Secretary Jim W. Walker, Presjident
7 Type or print name
8 Title
9 Date
10 Tax ID or S.S. No.
11
12 NON-OPERATORS
13
14 - Fred Pool Drilling, Inc,
15 By
16 Penta J. Pool, Secretary Fred F. Pool, Jr., President
17 Type or print name
18 Title
19 Date
20 Tax ID or S8.S. No.
21
22
23 By
%‘51 Type or print name
26 Title
27 Date
28 ' Tax ID or S.S. No.
29
30 By
gé Type or print name ?gi
33 Title
34 Date
35 Tax ID or 8.5. No.
36
37
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1

3

4

ACKNOWLEDGMENTS
Note: The following forms of acknowledgment are the short forms approved by the Uniform Law on Notarial Acts. The

validity and effect of these forms in any state will depend upon the statutes of that state.

Corporate
5 ?ndk&hxl acknowledgment:

6

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

State of __Texas )
) ss.
County of POt ter )

This instrument was acknowledged before me on

this day of 1992, py_Jim W, Walker, as President of Plains
Radio Petroleum Company, a Texas corporation, on behalf of said company.

(Seal, if any)

Title (and Rank)

My commission expires:

Acknowledgment in representative capacity:

State of __New Mexico )

) ss.

County of Chaves )
This instrument was acknowledged before me on

this day of 1992, by Fred F. Pool, Jr. as

President of __Fred Pool Dril1li Inc. i i .

behalf of said corporation.
(Seal, if any)

Title (and Rank)

My commission expires:

-19 -
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EXHIBIT "B"

Attached to and made a part of Unit
Operating Agreement for the Tomcat
Unit, Plalins Radio Petroleum Company,
Unit Operator

THERE IS NO EXHIBIT "B" FOR THIS UNIT OPERATING AGREEMENT.



COPAS - 1984 - ONSHORE

R - Recommended by the Council
HeaffER 601, BOX 800 of Petroleum Accountants

TULSA OK 74101 Societies p[]PHS
U T

EXHIBIT oo

Attached to and made a part of Unit Operating Agreement for the Tomcat Unit, Plains Radio
Petroleum Company, Unit Operator

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

“Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting Procedure
is attached.

“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and mainte-
nance of the Joint Property.

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint Opera-
tions and which are to be shared by the Parties.

“Operator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the Parties to this agreement other than the Operator,

“Parties” shall mean Operator and Non-Ogerators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct supervision
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity.
“Technical Employees” shall mean those employees having special and specific engineering, geological or other profes-
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and problems
for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s employees.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual as
most recently recommended by the Council of Petroleum Accountants Societies.

2. Statement and Billings

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

3. Advances and Payments by Non-Operators

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

B. Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not made

within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at Chase Manhatten
Bank of New York on the first day of the month in which delinquency occurs plus 1% or the maximum

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

4.  Adjustments

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

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

A, A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Opera-
tor’s accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, however, the making of an audit shall not extend the time
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section
I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a
joint audit in a manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no por-
tion of the Non-Operators’ audit cost incurred under this paragraph unless agreed to by the Operator. The audits
shall not be conducted more than once each year withcut prior approval of Operator, except upon the resignation or
removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit.

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

6. Approval By Non-Operators
Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this
Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains no contrary provisions

in regard thereto, Operator shall notify all Non-Operators of the Operator’s proposal, and the agreement or approval of
a majority in interest of the Non-Operators shall be controlling on all Non-Operators.

I1. DIRECT CHARGES
Operator shall charge the Joint Account with the following items:
1. Ecol(;gical and Environmental
Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfy environ-
mental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or archaeological
nature and pollution control procedures as required by applicable laws and regulations.
2.  Rentals and Royalties
Lease rentals and royalties paid by Operator for the Joint Operations.
3. Labor

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

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

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

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

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

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

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

4. Employee Benefits
Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, retirement, stock
purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor cost chargeable to the Joint

Account under Paragraphs 3A and 3B of this Section II shall be Operator’s actual cost not to exceed the percent most recent-
ly recommended by the Council of Petroleum Accountants Societies.

5. Material
Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only such Material

shall be purchased for or transferred to the Joint Property as may be required for immediate use and is reasonably practical
and consistent with efficient and economical operations. The accumulation of surplus stocks shall be avoided.

6. Transportation
Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations:
A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall be made

to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like material
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties.

2-
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10.

11.

12

13.

14.

LIPS

B. If surplus Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the Joint Ac-
count for a distance greater than the distance to the nearest reliable supply store where like material is normally
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be
made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the
Parties.

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

Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph
10 of Section I1 and Paragraph i, ii, and iii, of Section II1. The cost of professional consultant services and contract ser
vices of technical personnel direetly engaged an the Joint Draperty if sueh charges are exeluded from the overhead rates
The cost of professional consultant services or contract services of technical personnel not direetly engaged on the Jaint
Property shall not be charged to the Joint Account uniess previously agreed to by the Parties.

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 expensc.
insurance, taxes, depreciation, and interest on gross investment less accumulated depreciation not to exceed ___
twelve = percent{___12 %) per annum. Such rates shall not exceed average commercial rates currently pre-
vailing in the immediate area of the Joint Property.

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

Damages and Losses to Joint Property

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

Legal Expense

Expense of handling, investigating and settling litigation or c¢laims, discharging of liens, payment of judgements and
amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to prolect
or recover the Joint Property, except that no charge for services of Operator's legal staff or fees or expense of outside attor-
neys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be covered by the
overhead provisions of Section II] unless otherwise agreed to by the Parties, except as provided in Section I, Paragraph
3.

Taxes

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

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 1o exceed manual rates.

Abandonment and Reclamation

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

Communications
Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including vadio and
microwave facilities directly serving the Joint Property. In the event communication lacilities/systems serving the Joint

Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section 1.

Other Expenditures

Any other expenditure not covered or deall with in the foregoing provisions of this Section 11, or in Section 11 and which
is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint
Operations.
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III. 3VERHEAD

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 1A, or
( ) Percentage Basis, Paragraph 1B

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph
3A, Section 1. The cost and expense of services from outside sources in connection with matters of taxation, traffic,
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates
provided for in the above selected Paragraph of this Section III unless 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 ost of professional consultant services
and contract sérvices of technical personnel directly employed on the Joint Property:

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

and contract services of technica! personnel either temporarily or permanently assigned to and directly employed in

iti. The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services
the operation of the Joint Property: “{

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

A. Overhead - Fixed Rate Basis
(1) Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate $ _3,500.00
(Prorated for less than a full month)

Producing Well Rate $§ 350.00

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

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

2)

(b) Producing Well Rates

(1)

(2)

3

(4)

(5)

Charges for wells undergoing any type of
work days or more shall be made at the d
from date workover operations, with rig q
or other unit release, except that no char
(15) or more consecutive calendar days.

An active well either produced or injected
well charge for the entire month.

workover or recompletion for a period of five (5) consecutive
rilling well rate. Such charges shall be applied for the period
r other units used in workover, commence through date of rig
rge shall be made during suspension of operations for fifteen

into for any portion of the month shall be considered as a one-

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

ing regulatory authority.

An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall
be considered as a one-well zharge providing the gas well is directly connected to a permanent sales

outlet.

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

drilling well rate applies.

All other inactive wells (including but not

limited to inactive wells covered by unit allowable, lease allow-

able, transferred allowable, cte.) shall not| qualify for an overhead charge.

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the agreement

to which this Accounting Procedure is attached. T

he adjustment shall be computed by multiplying the rate cur-

rently in use by the percentape increase or decrease in the average weekly earnings of Crude Petroleum and Gas
Production Workers for the lusi calendar year compared to the calendar year preceding as shown by the index
of average weekly earnings of Crude Petroleum and Gas Production Workers as published by the United States

Department of Labor, Bureau of Labor Statistics

or the equivalent Canadian index as published by Statistics

Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad-

justment.
B. Overhead - Percentage Basis

(1) Operator shall charge the Joint Account at the fol

-4

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

(a) Development

(b) Operating

Percent (
Paragraphs 2 and 10 of Section II, all salvage
recovery and all taxes and assessments which
to the Joint Property.

Application of Overhead - Percentage Basis shal

For the purpose of determining charges on a perce
shall include all costs in connection with drilling,
wells involving the use of drilling rig and crew ¢
erty; also, preliminary expenditures necessary in p

%) of the cost pf operatfng the Joint Property exclusive of costs provided under

credits, the value of injected substances purchased for secondary
are levied, assessed and paid upon the mineral interest in and

! be as follows:

ntage basis under Paragraph 1B of this Section III, development
redrilling, deepening, or any remedial operations on any or all
apable of drilling to the producing interval on the Joint Prop-
reparation 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 cl
defined in Paragraph 2 of this Section III. All ot

Overhead - Major Construction

To compensate Operator for overhead costs incurred in th

fixed assets, and any other project clearly discernible as 3

Joint Property, Operator shall either negotiate a rate pn
It i L

A,

B.

C.

% of costs in excess of $100,000 but less th
% of costs in excess of $1,000,0

Total cost shall mean
€ treated separately and the cost of dri

Catastrophe Overhead

To compensate Operator for overhead costs incurred in th

to oil spill, blowout, explosion, fire, storm, hurricane, or othi

to restore the Joint Property to the equivalent condition th

shall either negotiate a rate prior to charging the Joint Aq

the following rates:

A. 5,00 % of total costs through $100,000; plus

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

cost of any one project. For

parly discernible as a fixed asset, except Major Construction as
her costs shall be considered as operating,

e construction and installation of fixed assets, the expansion of
 fixed asset required for the development and operation of the

jor. to the beginning of construction, eshall-charge-the Joint-
3 1, 1 1 of @ .

o

an $1,000,0

the purpose of this paragraph, the component parts of a single
lling and workover wells and artificial lift equipment shall be

e event of expenditures resulting from a single occurrence due
er catastrophes as agreed to by the Parties, which are necessary
at existed prior to the event causing the expenditures, Operator
ccount or shall charge the Joint Account for overhead based on

B. - 3.00 % of total costs in excess of $:30,000 tut less than $1,000,000; plus

C. . _2.00 9% of total costs in excess of $1,000,000.

Expenditures subject to the overheads above will not be 1

sions of this Section III shall apply.

Amendment of Rates

The overhead rates provided for in this Section III may be
the Parties hereto if, in practice, the rates are found to b

IV. PRICING OF JOINT ACCOUNT MATERIAL K

reduced by insurance recoveries, and no other overhead provi-

mended from time to time only by mutual agreement between
insufficient or excessive.

"URCHASES, TRANSFERS AND DISPOSITIONS

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material move-

ments affecting the Joint Property. Operator shall provide all

option, such Material may be supplied by the Non-Operator. {

Material, such disposal being made either through sale to Op

Operator may purchase, but shall be under no obligation to pu

Material for use on the Joint Property; however, at Operator’s
Cperator shall make timely disposition of idle and/or surplus
erator or Non-Operator, division in kind, or sale to outsiders.
rchase, interest of Non-Operators in surplus condition A or B

Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties.

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case of

1. Purchases
Material found to be defective or returned to vendor for
when adjustment has been received by the JOperator.

2. Transfers and Dispositions

Material furnished to the Joint Property and Material tran

unless otherwise agreed to by the Parties, shall be priced

-5t

rmy other reasons, credit shall be passed to the Joint Account

sferred from the Joint Property or disposed of by the Operator,
on the following basis exclusive of cash discounts:
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A. New Material (Condition A)

(1) Tubular Goods Other than Line Pipe

(2

Material in sound and serviceable condition and suitable

(1) Material moved to the Joint Property

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

(a) Tubular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill published

(b)

(e)

(d)

Line Pipe

(a)

(b)

(c)

(d)

carload base prices effective as of date of movement plus transportation cost using the 80,000 pound carload
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for
tubular goods exist. If the 80,000 pound rail rate is not offered, the 70,000 pound or 90,000 pound rail rate
may be used, Freight charges for tubing will be ¢alculated from Lorain, Ohio and casing from Youngstown,

Ohio.

For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus trans-
portation cost from that mill to the railway receiving point nearest the Joint Property as provided above in
Paragraph 2.A.(1)(a). For transportation cost from points other than Eastern mills, the 30,000 pound Oil Field
Haulers Association interstate truck rate shall be used.

Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.o.b. Houston,
Texas, plus transportation cost, using Oil Field Haulers Association interstate 30,000 pound truck rate, to
the railway receiving point nearest the Joint Property.

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

Line pipe movements (except size 24 inch OD and larger with walls % inch and over) 30,000 pounds or more
shall be priced under provisions of tubular goods pricing in Paragraph A.(1)(a) as provided above. Freight
charges shall be calculated from Lorain, Ohio.

Line pipe movements (except size 24 inch OD and larger with walls % inch and over) less than 30,000 pounds
shall be priced at Eastern mill published carload base prices effective as of date of shipment, plus 20 percent,
plus transportation costs based on freight rates as|set forth under provisions cf tubular goods pricing in Para-
graph A.(1)(a) as provided above, Freight charges shall be calculated from Lorain, Ohio.

Line pipe 24 inch OD and over and ¥% inch walljand 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.

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

Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable supply

store nearest the Joint Property, or point of manufac
receiving point nearest the Joint Property.

Unused new Material, except tubular goods, moved

ture, plus transportation costs, if applicable, to the railway

from the Joint Property shall be priced at the current new

price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Property, or point of

manufacture, plus transportation costs, if applicable

to the railway receiving point nearest the Joint Property.

Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and (2).

Good Used Material (Condition B) -~

for reuse without reconditioning:

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

(a)

(b)

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

At sixty-five percent (65%) of current new price,
charged to the Joint Account as used Material.

as determined by Paragraph A, if Material was originally

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

At seventy-five percent (75%) of current new price ag
The cost of reconditioning, if any, shall be absorbed by th
Other Used Material
(1) Condition C

Material which is not in sound and serviceable conditig

determined by Paragraph A.

e transferring property.

n and not suitable for its original function unti] after recon-

ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost of

reconditioning shall be charged to the receiving propd
does not exceed Condition B value,

rty, provided Condition C value plus cost of reconditioning




The Operator shall maintain detailed records of Controllable

1.

(2) Condition D

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

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

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

(3) Condition I

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

D. Obsolete Material

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

E. Pricing Conditions

(1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25¢) per hundred
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stocking
point. The above rate shall be adjusted as of the first day of April each year following January 1, 1985 by the same
percentage increase or decrease used to adjust overhead rates in Section Il1, Paragraph 1.A(3). Each year, the
rate calculated shall be rounded to the nearest cent and shall be the rate in effect until the first day of April next
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies.

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

Premium Prices

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

Warranty of Material Furnished By Operator

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

V. INVENTORIES

Periodic Inventories, Notice and Representation

At reasonable intervals, inventories shall be taken by Openator of the Joint Account Controliable Material. Written notice
of intention to take inventory shall be given by Operator 4t least thirty (30) days before any inventory is to begin so that
Non-Operators may be represented when any inventory is taken. Failure of Non-Operators to be represented at an inven-
tory shall bind Non-Operators to accept the inventory taken by Operator.

Reconciliation and Adjustment of Invenio-ies

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

Special Inventories

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

Expense of Conducting Inventories

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

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except in-
ventories required due to change of Operator shall be charged to the Joint Account.
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EXHIBIT

Attached to and made ja

lIDII
part of Unit Operating

Agreement for the Tomcat Unit, Plains Radio
Petroleum Company, Unit Operator.

INSUR

Operator shall at all Etimes w
it for the jointly-owned acre
pay for, and charge to the Jo
and Occupatinal Disease Insur
Insurance covering the employ
tions hereunder in compliance
Federal Laws. Such policies

of subrogation in favor of th

Operator shall carry for its
any non-operator so electing
60 days of the date of the Op
types and limits of insurance

(A) Comprehensive Genera
"conducted hereunder

Limits of:

Combined Bodily I
$1,000,000 per oc

$1,000,000 Aggreg

(B) Automobile Liability

owned,

or hired and u

conducted hereunder b

with limits of:

Combined Bodily I

NCE

ile operations are conducted by
ge, carry or cause to be carried,
nt Account Worker's Compensation
nce including Employer's Liability
es of Operator engaged in opera-
with all applicable State and
hall contain underwriters waiver
Parties.

nterest and for the interest of
o participate in writing, within
rating Agreement, the following

Liability covering operations
y Operator for the Parties with

njury & Property Damage
currence
ate

covering all vehicles owned, non-

sed in connection with operations
y Operator for the Joint Account

njury & Property Damage

$1,000,000 per ocrpurence

$1,000,000 Aggreg

The premiums for all such
Paragraph II shall be paid
directly to such non-opera
ticipate to the extent tha

Each party hereto may acquire
insurance to protect itself.
underwriters waiver of subroga
Parties.

Operator shall have the right,
require satisfactory evidence

from each non-operator which d
the optional insurance in Para

Operator shall have the vright,
require satisfactory evidence
insurance for cost of control
each non-operator. Operator s
the benefit of the Joint Accou
fails to provide evidence of i

("failing party"), the Operator

provide such insurance for and
failing party., Such expense s
not paid by the failing party.
tion to provide such evidence

contained herein shall be cons
any party hereunder,

*dokhkkk¥k

te

ptional insurance so carried in

by Operator and may be charged

ors as elect in writing to par-
their interest is insured,.

t its own expense, any additional
ach such policy shall provide for
ion in favor of the other

but not the obligation, to

f insurance or self-insurance
es not elect to participate in
raph 1I above.

but not the obligation, to

0f adequate insurance or self-
well and pollution liability from
Hall not provide this coverage for
nt. In the event that any party
nsurance as required herein

may, at its sole discretion,

at the direct expense of the

all be a Joint Account expense if
The Operator is under no obliga-
of its own insurance and nothing
tirued to alter the obligations of

Kk



EXHIBIT "E"

Attached to and made a part of Unit Operating
Agreement for the Tomiat Unit, Plains Radio
Petroleum Company, Unit Qperator.

GAS BALANCING AGREEMENT

The parties to the Operating Agreement to which this agreement is
attached .own the working interest in the gas rights underlying the
Unit Area covered by such agreement in accordance with the percentages
of participation as set fo-th in Exhihit "B" to the Operating Agreement.

In accordance with the terms of ¢

party thereto has the right to take it
Unit Area and market the same. In th
is not at any time taking or marketin:
contracted to sell its share of gas p-
purchaser which does not at any time w
take the full share of gas attributabl
ther terms of this agreement shall aut

During the period or periods when
its share of gas produced from any
Area, or its purchaser does not take i
from such proration unit, the other pa
duce each month one hundred percent (1
duction assigned to such proration uni
having jurisdiction and shall be entit
or their purchaser all of such gas pro
be entitled to take or deliver to a pu
of 300X of its current share of the vo
or its current share of allowable gas

for

he Operating Agreement, esach

8 share of gas produced from the
event any of the parties hereto
its share of gas or has

oduced from the Unit Area to a
hile this agreement is in effect
e to the interest of such party,
omatically become effective.

any party hereto has no market
proration unit within the Unit
ts full share of gas produced
rties shall be entitled to pro-
D00%X) of the allowable gas pro-

t by the State regulatory body
led to take and deliver to its
duction; however, no party shall
rchaser gas production In excess
lumes capable of being delivered
production if regulated thereto

by state regulatory body have jurisdic
in storage. All parties hereto shall
hydrocarbons recovered from such gas b
with their respective interests and su
to which this agreement 1is attached, b
such gas shall own all of the gas deli

On a cumulative basis, each party
full share of the gas produced shall b
equal to its full share of the gas pro
its share of gas uged in lease operati
that portion such party took or deliver
Operator will maintain a current accoun
the parties and will furnish all partie
showing the total quantity of gas prody
operations, vented or lost, the total ¢
recovered therefrom, and the monthly an
account of each party.

At all times while gas 1is produced

hereto will make settlement with the re
they are each accountable, just as if e
vering to a purchaser its share. Each
each other party harmless from any and
asserted by royalty owners to whom
term "royalty owner" shall include
vroyalties, production payments and

owne
simi

-1-

tion, unless that party has gas
hare in and own the liquid
lease equipment in accordance
ject to the Operating Agreement
t the party or parties taking
ered to its or their purchaser,

not taking or marketing its
credited with gas in storage
uced under this agreement, less
ns, vented or lost, and less

ed to its purchaser. The

Q

each

t of the gas balance between ~
8 hereto monthly statements
ced, the amount used in lease
uantity of liquid hydrocarbons
d cumulative over and under

from the Unit Area, each party
spective royalty owners to whom
ach party were taking or deli-

party hereto agrees to hold

all claims for royalty payments
party is accountable. The

ra of royalty, overriding

lar interests.




After notice to the Operator, any
taking or delivering to its purchaser
duced from a proration unit under whic
such party's share of gas used in oper
addition to such share, each party, in
has recovered its gas in storage and b
its interest, shall be entitled to tak
share of gas determined by multiplying
interest in the current gas production
gas in storage by a fraction, the nume
in the proration unit of such party wi
minator of which is the total percenta
unit of all parties with gas in storag
to a purchaser.

Each party producing and taking o
shall pay any and all production taxes

Nothing herein shall be construed
from time to time, to produce and take
full share of the allowable gas produc
tests required by its purchaser, provi
reasonable length, normally not to exc

Should production of gas from a p
discontinued before the gas account i

such settlement,

its
h it has gas
ations,
cluding the Operator,
alanced the gas account as to

e or deliver to its purchaser a

r delivering gas

party at any time may begin
full share of the gas pro-
in storage less
vented or lost. In
until it

fifty percent (50%Z) of the
of the party or parties without

rator of which is the interest
th gas in storage and the deno-

ge
e currently taking or delivering

interest in such proration

to its purchaser

due on such gas.

to deny any party the right,
or deliver to its purchaser its

tion to meet the deliverability
ded that said test should be of
eed 72

hours.

roration unit be permanently
s balanced,
made between the underproduced and overproduced parties.,
the underproduced parlty or parties will be paid a sum

settlement will be
In making

of money by the overproduced party or parties attributable to the

overproduction which said overproduced| party received,
at the applicable price defined below for the

taxes theretofore paid,

less applicable

delivery of a volume of gas equal to that for which settlement is

made. For gas sold in intrastate comm
the price received for sale of the gas
commerce, the price basis shall be the
time, which is not subject to possible
Federal Power Commission pursuant to f
cable to the gas sold from such well,

amount which is not ultimately require
refunded, such additional collected am
time as final determination is made wi

Nothing herein shall change or af
its proportionate share of all cos

pay
share thereof is set forth in the

its

This agreement shall constitute a
proration unit within the Unit Area an
accordance with its terms and shall re
the Operating Agreement to which it

as

and shall inure to the benefit of and

hereto, their successors, legal repres
khkkkkhkdhk

the price basis shall be

. For gas sold in interstate
rate collected, from time to
refund, as provided by the
nal order or settlement appli-
lus any additional collected

by said Commission to be
unt to be accounted for at such
h respect thereto.

rce,

ect each party's obligation to
8 and liabilities incurred, as
perating Agreement.

separate agreement as to each
shall become effective in

ain in force and effect as long
is attached remains in effect,
e binding upon the parties
ntatives and assigns.

*




(1)

(2)

(3)

(4)

(5)

(6}

(7)

EXHIBI

T IIF"

Attached to and made a part of Unit Operating
Agreement for the Tomcat Unit, Plains Radio

Petroleum Company,

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

During the performance of this contract,

Unit Operator

the operator agrees as follows:

The Operator will not discriminate against any employee or applicant for

employment because of race, color, religion, national origin or sex.

Operator will take affirmative action to

The
ensure that applicants are employed,

and that employees are treated during employment, without regard to their

race, color, religion; national origin
but not be limited to the following:

or sex.
Employment, upgrading, demotion, or

Such action shall include,

transfer, recruitment or recruitment advertising; layoff or termination;
rates of pay or other forms of compensation; and selection for training,

including apprenticeship. The Operator

agrees to post in conspicuous places,

available to employees and applicants fpr employment notices to be provided
for the contracting officer setting forth the provision of this non-discrimi-

nation clause.

The Operator will, in all solicitations
by or on behalf of the Operator, state
receive consideration for employment wi
national origin or sex.

or advertisements for employees placed

that all qualified applicants will
thout regard to race, color, religion,

The Operator will send to each labor union or representative of workers with
which it has a collective bargaining agreement or other contract or understand-
ing, a notice to be provided by the agemcy contracting officer, advising the
labor union or workers'!' representative of the Operator's commitments under

Section 202 of Executive Order 11246 of

copies of the notice in conspicuous plag

cants for employment.

The Operator will comply with all provi

September 24, 1965, and shall post
es available to employees and appli-

ions of Executive Order 11246 of

September 24, 1965, and of the rules, regulations, and relevent orders of the

Secretary of Labor.

The Operator will furnish all 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 will permit access to its
books, records, and accounts by the contracting agency and the Secretary of

Labor for purposes of investigation to
regulations, and orders.

scertain compliance with such rules,

In the event of the Operator'!s non-compliance with the non-discrimination
clauses of this contract or with any of |such rules, regulations, or orders,
this contract may be cancelled, terminated or suspended in whole or in part
and the Operator may be declared ineligible for further Government contracts

in accordance with procedures authorize
24, 1965, and such other sanctions may
provided in Executive Order 11246 of Se
or order of the Secretary of Labor, or a

The Operator will include the provision

in Executive Order 11246 of September
e imposed and remedies invoked as
tember 24, 1965, or by rule, regulation,
otherwise provided by law.

of paragraphs (1) through (7) in every

subcontract or purchase order unless exempted by rules, regulations, or orders
of the Secretary of Labor issued pursuant to Section 204 of Executive Order

11246 of September 24, 1965, so that su
subcontractor or vendor,

h provisions will be binding upon each

The Operator will take such action with respect to

any subscontract or purchase order as the contracting agency may direct as a

means of enforcing such provisions incl

ding sanctions for non-compliance.




Provided however, that in the event the
threatened with, litigation with a subcg
direction by the contracting agency, the
to enter into such litigation to protect

Operator becomes involved in, or is
ntractor or vendor as a result of such

Operator may request the United States
the interests of the United States.

Operator acknowledges that it may be required to file Standard Form 100 (EE0-1)

promulgated jointly by the Office of Federal
ment Opportunity Commission and Plans for Pn
Federal Depot, Jeffersonville, Indiana, with
tract award if such report has not been file

Contract Compliance, and Equal Employ-

ogress with Joint Reporting Committee,
in thirty (30) days of the date of con-
d for the current year and otherwise

comply with or file such other compliance reports as may be required under Executive

Order 11246, as amended and Rules and Regula

Operator further acknowledges that he ma
mative action compliance program as required
the Secretary of Labor under authority of Ex
Operators with a copy of such program if the

II.

tions adopted thereunder.

y be required to develop a written affir-

by the Rules and Regulations approved by

ecutive Order 11246 and supply Non-
y so request,

CERTIFICATION OF NON-SEGREGATED FACILITIES

Operator assures Non-Operators that it
for its employees any segregated facili
that it does not and will not permit it
any location, under its control, where
this purpose, it is understood that the
facilities which are in fact segregated
national origin, because of habit{ loc

(1)

1 custom or otherwise.

does not and will not maintain or provide
ties at any of its establishments, and

s employees to perform their services at

segreated facilities are maintained.

For
phrase '"segregated facilities" includes
on a basis of race, color, religion or

It is further

understoocd and agreed that maintaining or providing segregated facilities for

its employees or permitting its employe
location under its control where segre
violation of the equal opportunity clau
of September 24, 1965.
(2) Operator further understands and agrees
contained subjects it to the provisions
Secretary of Labor dated May 21, 1968,
nity clause enumerated in contracts bet
Non-Operators.

Whoever knowingly and willfully makes
representation may be liable to crimina

(3)

III. OCCUPATIONAL SAFETY AND HEALTH ACT -

Operator will observe and comply with all sa
the Secretary of Labor under Section 107 of
published in 29 CFR Part 1518 and adopted by
safety and health standards under the Willia
Act of 1970. Such safety and health standar
their employees as well as to the prime cont

IV. VETERAN'S PREFERENCE

Operator agrees to comply with the followin

of $10,000 or more which will generate 400 oy

day consisting of any day in which an employ
further agrees to include the following prov
Subcontractors:

"CONTRACTOR AND SUBCONTRACTOR LISTING REQUIR

As provided by 41 CFR 50-250, the contr
of the contractor which exist at the ti
those which occur during the performanc
generated by the contract and including
the contractor other than the one where
excluding those of independently operat
maximum extent feasible, be offered for
the State employment service system whe
such periodic reports to such local off
hires as may be required: Provided, th

(1)

-2

s to perform their services at any
ted facilities are maintained is a
e required by Executive Order 11246

that a breach of the assurance herein
of the Order at 41 CFR Chapter 60 of the
nd the provisions of the equal opportu-
een the United States of America and

ny false, fictitious or fraudulent
prosecution under 18 U.S.C. & 1001.

-]

fety and health standards promulgated by
the Contract Work Hours and Standards Act
the Secretary of Labor as occupational
s-Steiger Occupational Safety and Health
s shall apply to all subcontractors and
actor and its employees.

insofar as contracts it lets for an amount
more man-days of employment {each man-
e performs more than one hour of work) and
sion in contracts with Contractors and

MENT

ctor agrees that all employment openings
e of the execution of this contract and
of this contract, including those now
those occurring at an establishment of

in the contract is being performed but

ed corporate affiliates, shall, to the
l1isting at an appropriate local office of
rein the opening occurs and to provide

ice regarding employment openings and

at this provision shall not apply to




(2)

V.

openings which the contractor fills from within the contractor's organization or
are filled pursuant to a customary and traditional employer-union hiring arrange-
ment and that listing of employment opemings shall involve only the normal
obligations which attach to the placing|of job orders.

The contractor agrees to place the above provisions in any subcontract directly
under this contract."

CERTIFICATION OF COMPLIANCE WITH ENVIRONMENTAL LAWS

Operator apgrees to comply with the Clean Air Act (42 U.S.C. § 1857) and the Federal
Water Pollution Control Act (33 U.S.C. 8 1251) when conducting operations involving
nonexempt contracts. In all nonexempt contracts with subcontractors, Operator shall
require:

(1)

(2)

(3)

(4)

(5)

VI.

VIiI.

No facility to be utilized by Subcontragtor in the performance of this contract
with Operator is listed on the Environmental Protection Agency (EPA) List of
Violating Facilities. See Executive Order No. 11738 of September 12, 1973, and
40 CFR 8 15.20. |,

Prompt written notification shall be given by Subcontractor to Operator of any
communication indicating that any such facility is under consideration to be
included on the EPA List of Violating Facilities.

Subcontractor shall comply with all requirements of Section 114 of the Clean Air
Act (42 U.S.C. 8 1857) and Section 308 of the Federal Water Pollution Control Act
(33 u.s.c. 8 1251), relating to inspection; monitoring, entry, reports, and
information, as well as all other requirements specified in these Sections, and
all regulations and guidelines issued thereunder.

The foregoing criteria and requirements shall be included in all of Subcontrac-
tor's honexempt subcontracts, and Subcontractor shall take such action as the
government may direct as a means of enforcing such provisions, See 40 CFR

15.1‘ & 5-" ‘

Operator agrees to notify non-operators|of any violations in the afore provisions.

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

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




Roswell, New Mexi

IN REPLY
REFER TO:

NMNM87885X
3180 (065)

Shackelford 0il Properties
Attention: Mr. Sam L. Shackelford
P. 0. Drawer H

Roswell, NM 88201

Gentlemen:

Your application of June 8, 1992, filed

Petroleum Company, requests the designat
1960.00 acres, more or less, Chaves Coun
to exploration and development under thd
Leasing Act as amended, for all formatiqg

Pursuant to unit plan regulations 43 CFR

on your ‘plat marked Plains Radio Petrold
Chaves County, New Mexico, is hereby deg
designation is valid for a period of one

The unit agreement submitted for the are
to test the San Andres "P-1 K" Zone or Y
use of the Form of Agreement for Unprove

If conditions are such that further modj
deemed necessary, three copies of the pqy
justification must be submitted to this

In the absence of any type of land requi
objections not now apparent, a duly exed
form, modified as outlined above, will b
status within a reasonable period of tim
that the right is reserved to deny apprd
submitted which in our opinion, does not
sufficient lands to afford effective con

When the executed agreement is transmitg
the latest status of all acreage. In py
follow closely the format of the sample
the aforementioned form.

BEFORE EXAMINER STOGNER
Cii Cons:
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United States Department of the Interior 5t mmm—m"
BUREAU OF LAND MANAGEMENT R
Roswell Distrjct Office ?-
P.0. Box[1397 - -

co 88202-1397

with the BLM on behalf of Plains Radio
ion of the Tomcat Unit area, embracing
ty, New Mexico, as logically subject
unitization provisions of the Mineral
ns.

3180, the land requested as outlined
um Company, Tomcat Unit,
ignated as a logical unit area. This
year from the date of this letter.

a designated should provide for a well
o a depth of 4000 feet. Your proposed
d Areas will be accepted.

fication of said standard form is
oposed modifications with appropriate
office for preliminary approval.

ring special provisions or any

uted agreement identical with said

e approved if submitted in approvable
e. However, notice is hereby given
val of any executed agreement

have the full commitment of

trol of operations in the unit area.

ed to the BLM for approval, include

eparation of Exhibits "A"™ and "B",
exhibits attached to the reprint of

(i 14,
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Inasmuch as this unit agreement involves State land, we are sending a copy of
the letter to the Commissioner of Public Lands. Please contact the State of
New Mexico before soliciting joinders regardless of prior contacts or
clearances from the state.

Sincerely,

Armando A. Lopez
Assistant District Manager,
Minerals




State of Netw Iexico

OFFICGE OF THE

Gommissioner of Puhlic Lands

JIM BACA Santa | He P.0. BOX 1148
COMMISSIONER SANTA FE, NEW MEXICO 87504-1148
July 14, 1992 |

OO T 5,'2
i

Shackelford 0il Properties A
P. O. Drawer H U SO i
Roswell, New Mexico 88201 Gloon DUl T Ll

Attn: Mr. Sam L. Shackelford

Re: Proposed Tomcat Unit Area
Preliminary Approval

This office has reviewed the unexecuted copy of unit agreement which
you have submitted on behalf of Plains Radio Petroleum Company for
the proposed Tomcat Unit Area, Chaves County, New Mexico. This
agreement meets the general requirements of the Commissioner of
Public Lands and has this date |granted you preliminary approval as
to form and content.

Preliminary approval shall pnot be ccastrued to mean final
approval of this agreement in any lway and will not extend any short
term leases, until final approval and an effective date have been
given. Also, any well commenced prior to the effective date of this
agreement which penetrates its objective horizon prior to said
effective date shall not be construned as the initial test well.

When submitting your agreement for final approval, please
submit the following:

1. Application for final approval by the Commissioner setting
forth the tracts that |have been ccmmitted and the tracts
that have not been committed.

2. All ratifications from the Lessees of Record and Working
Interest Owners. All signatures should be acknowledged by
a notary and one set must| contain original signatures.

3. Order of the New Mexicol 0il Conservation Division. Our
approval will be conditioned upon subsequent favorable
approval by the New Mexico 0il Conservation Division.

4. Designation from the Bureau of Land Management. Our
Approval will be subject to like approval by the Bureau of
Land Management.

New Meyico //

==DRUG FREE=

175 2 State of Atiedt!

4




Shackelford 0Oil Properties
July 14, 1992
Page 2

5. Your proposed unit agreement form has a few typographical
errors. These errors have been noted on your copy.

6. The filing fee for
Dollars for every

Dollars.

a Unit
section
Please submit a filing

If you have any questions, or if we
contact Pete Martinez at (505) 827-5

Very truly yours,

JIM BACA
COMMISSIONER OF PUBLIC LANDS

BY:;‘ \QD AQ«/}\

FLOYD O.YPRANDO, Director
0il/Gas and Minerals Division
(505) 827-5744
JB/FOP/pm
encls.
¢cc: Reader File
OCD-Santa Fe, New Mexico
BLM~-Roswell, New Mexico .

Agreement is Thirty ($30.00)
or partial section thereof.
fee

in the amount of $150.00

may be of further help, please
791.



