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UNIT OPERATING AGREEMENT
EAST SHUGART (DELAWARE) UNIT
EDDY AND LEA COUNTIES, NEW MEXICO

THIS AGREEMENT, is entered into as of the Ist day of February, 1999, by the parties who have signed
the original of this instrument, a counterpart thereof, or other instrument agreeing to become a party hereto.

WITNESSETH:

WHEREAS, the parties hereto as Working Interest Owners have executed an agreement entitled "Unit
Agreement, EAST SHUGART (DELAWARE) UNIT, Eddy and Lea Counties, New Mexico", which
agreement, being referred to as the "Unit Agreement”, among other things, provides for a separate agreement
to be entered into by Working Interest Owners to provide for Unit Operations as therein defined;

NOW, THEREFORE, in consideration of the mutual agreements herein set forth, it is agreed as follows:

ARTICLE 1
CONFIRMATION OF UNIT AGREEMENT

1.1 CONFIRMATION OF UNIT AGREEMENT. The Unit Agreement is hereby confirmed and by
reference made a part of this Agreement.

The definitions in the Unit Agreement are adopted for all purposes of this Agreement. If there is any
conflict between the Unit Agreement and this Agreement, the Unit Agreement shall govern.

1.2 AMENDMENT OF JOINT OPERATING CONTRACTS AND OTHER AGREEMENTS. The
provisions of existing joint operating contracts and other agreements pertaining to the Unitized Substances or
the Unitized Formation or operations with respect to either are amended to the extent necessary to make
them conform to the provisions of this Agreement, but otherwise shall remain in effect.

ARTICLE 2
EXHIBITS

2.1 EXHIBITS. The following exhibits are incorporated herein by reference:
2.1.1 EXHIBITS A, A-1, B, and C of the Unit Agreement.

2.1.2 EXHIBIT D attached hereto is a schedule showing the Unit Participation of each Working
Interest Owner in each Tract, and the total Unit Participation of each Working Interest Owner. Unit
Participations shall be determined as provided in Section 13. of the Unit Agreement. Exhibit D, or a revision
thereof, shall not be conclusive as to the information therein, except it may be used as showing the Unit

Participations of Working Interest Owners for purposes of this Agreement until shown to be in error and
revised as herein authorized.

2,13 EXHIBIT E attached hereto, is the Accounting Procedure applicable to Unit Operations. If
there is any conflict between this Agreement and Exhibit E, this Agreement shall govern.

2.1.4 EXHIBIT F attached hereto contains insurance provisions applicable to Unit Operations.

2.1.5 EXHIBIT G attached hereto contains the Gas Balancing Agreement.
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2.1.6 EXHIBIT H attached hereto is an Equal Opportunity Clause.

2.1.7 EXHBIT I attached hereto is the Recording Supplement to the Unit Operating Agreement
and Financing Statement.

2.2 REVISION OF EXHIBITS. Whenever Exhibits A, A-1, and B are revised, Exhibits C and D
shall be revised accordingly and be effective as of the same date. Unit Operator shall also revise Exhibits B
and D from time to time as required to conform to changes in ownership of which Unit Operator has been
notified as provided in the Unit Agreement.

2.3 REFERENCE TO EXHIBITS. When reference is made herein to an exhibit, it is to the exhibit
as originally attached or, if revised, to the last revision.

ARTICLE 3
SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS

31 OVERALL SUPERVISION. Working Interest Owners shall exercise overall supervision and
control of all matters pertaining to Unit Operations pursuant to this Agreement and the Unit Agreement. In
the exercise of such authority, each Working Interest Owner shall act solely in its own behalf in the capacity
of an individual owner and not on behalf of the owners as an entirety.

3.2 SPECIFIC AUTHORITY AND DUTIES. The matters with respect to which Working Interest
Owners shall decide and take action shall include, but not be limited to, the following:

3.2.1 METHOD OF OPERATION. The method of operation, including the type or types of
pressure maintenance, secondary recovery, or other enhanced recovery program to be employed.

322 DRILLING OF WELLS. The drilling of any well whether for production of Unitized
Substances, for use as an injection well, or for other purposes.

3.23 WELL RECOMPLETIONS AND CHANGE OF STATUS. The recompletion, deepening,
abandonment, or change of status of any well, or the use of any well for injection, salt water disposal, or
other purposes, or the acquisition of wells for Unit Operations.

324 EXPENDITURES. The making of any single expenditure in excess of Twenty-five
Thousand Dollars ($25,000.00); however, approval by Working Interest Owners of the drilling, reworking,
deepening, or plugging back of any well shall include approval of all necessary expenditures required therefor,
and for completing, testing, and equipping the well, including necessary flow lines, separators, and lease
tankage. No separate approval shall be required for any expenditure authorized as part of some other
expenditure. If Operator prepares an AFE for its own use for any single expenditure costing less than
$25,000.00, Operator upon request shall furnish the requesting Working Interest Owners a copy of its AFE.

3.2.5 DISPOSITION OF UNIT EQUIPMENT. The selling or otherwise disposing of any major
item of surplus Unit Equipment, if the current price of new equipment similar thereto is Twenty Five
Thousand Dollars ($25,000.00) or more.

3.2.6 AUDITS. The auditing of the accounts of Unit Operator pertaining to Unit Operations
hereunder; however, the audits shall:

(a) not be conducted more than once each year except upon the resignation or removal of Unit
Operator, and

(b) be made upon the approval of the owner or owners of a majority of Working Interest other
than that of Unit Operator, at the expense of all Working Interest Owners other than Unit Operator, or
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(c) be made at the expense of those Working Interest Owners requesting such audit, if owners of
less than a majority of Working Interest, other than that of Unit Operator, request such an audit,

(d) be made upon not less than thirty (30) days' written notice to Unit Operator, and
(e) be conducted in accordance with COPAS guidelines.
3.2.7 INVENTORIES. The taking of periodic inventories under the terms of Exhibit E.

3.2.8 TECHNICAL SERVICES. Except as provided in Article 7, the authorizing of charges to
the joint account of all Working Interest Owners for services by consultants or Unit Operator's technical
personnel not covered by the overhead charges provided by Exhibit E.

3.2.9 ASSIGNMENTS TO COMMITTEES. The appointment of committees to study any
problems in connection with Unit Operations.

3.2.10 The removal of Unit Operator and the selection of a successor.

3.2.11 The enlargement of the Unit Area, including readjustments of investments
pursuant thereto.

3.2.12 The termination of the Unit Agreement.

ARTICLE 4
MANNER OF EXERCISING SUPERVISION

4.1 DESIGNATION OF REPRESENTATIVES. Each Working Interest Owner shall inform Unit
Operator in writing of the names and addresses of the representative and alternate who are authorized to
represent and bind such Working Interest Owner with respect to unit Operations. The representative or
alternate may be changed from time to time by written notice to Unit Operator.

4.2 MEETINGS. All meetings of Working Interest Owners shall be called by Unit Operator upon its
own motion or at the request of two or more Working Interest Owners having a total Unit Participation of not
less than ten percent (10%). No meeting shall be called on less than fourteen (14) days advance written
notice, with agenda for the meeting attached. Working Interest Owners who attend the meeting may amend
items included in the agenda and may act upon an amended item or other items presented at the meeting. The
representative of Unit Operator shall be chairman of each meeting.

43 VOTING PROCEDURE. Working Interest Owners shall decide all matters coming before them
as follows:

4.3.1 VOTING INTEREST. Each Working Interest Owner shall have a voting interest equal to
its Unit Participation at the time of the vote. '

432 VOTE REQUIRED. Unless otherwise provided herein or in the Unit Agreement, all
matters shall be decided by an affirmative vote of two or more parties owning sixty-five percent (65.0%) or
more voting interest.

433 VOTE AT MEETING BY NONATTENDING WORKING INTEREST OWNER. Any
Working Interest Owner who is not represented at a meeting may vote on any agenda item by letter, facsimile
or telegram addressed to the representative of Unit Operator if its vote is received prior to the vote at the
meeting.

43.4 POLL VOTES. Working Interest Owners may vote on and decide, by letter, facsimile or
telegram, any matter submitted in writing to Working Interest Owners. If a meeting is not requested, as
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provided in Article 4.2, within fourteen (14) days after a written proposal is sent to Working Interest Owners,
the vote taken by letter, facsimile or telegram shall become final. Unit Operator will give prompt notice of
the results of such voting to all Working Interest Owners.

ARTICLE 5
INDIVIDUAL RIGHTS OF WORKING INTEREST OWNERS

5.1 RESERVATION OF RIGHTS. Working Interest Owners severally reserve to themselves all their
rights, except as otherwise provided in this Agreement and the Unit Agreement.

5.2 SPECIFIC RIGHTS. Each Working Interest Owner shall have, among others, the following
specific rights:

5.2.1 ACCESS TO UNIT AREA. Access to the Unit Area at all reasonable times to inspect Unit
Operations, all wells, and the records and data pertaining thereto.

5.2.2 REPORTS. The right to receive from Unit Operator, upon written request, copies of all
reports to any governmental agency, reports of crude oil runs and stocks, inventory reports, and all other
information pertaining to Unit Operations. The cost of gathering and furnishing information not ordinarily
furnished by Unit Operator to all Working Interest Owners shall be charged to the Working Interest Owner
that requests the information.

ARTICLE 6
UNIT OPERATOR
6.1 UNIT OPERATOR. St. Mary Land & Exploration Company is hereby designated as the Unit
Operator.
6.2 RESIGNATION OR REMOVAL. Unit Operator may resign at any time. Upon default or failure

in the performance of its duties and obligations hereunder, Unit Operator may be removed at any time by the
affirmative vote of Working Interest Owners having eighty-five percent (85%) or more of the voting interest
remaining after excluding the voting interest of Unit Operator. Such resignation or removal shall not become
effective for a period of three (3) months after the resignation or removal, unless a successor Unit Operator
has taken over Unit Operations prior to the expiration of such period.

6.3 SELECTION OF SUCCESSOR. Upon the resignation or removal of a Unit Operator, a
successor Unit Operator shall be selected by Working Interest Owners. If the Unit Operator that is removed
fails to vote or votes only to succeed itself, the successor Unit Operator shall be selected by the affirmative
vote of Working Interest Owners having seventy-five percent (75%) or more of the voting interest remaining
after excluding the voting interest of the Unit Operator that was removed.

ARTICLE 7
AUTHORITY AND DUTIES OF UNIT OPERATOR ,
7.1 EXCLUSIVE RIGHT TO OPERATE UNIT. Subject to the provisions of this Agreement and to
instructions from Working Interest Owners, Unit Operator shall have the exclusive right and be obligated to
conduct Unit Operations. Included in this right is the right of Unit Operator to employ a project manager or
to contract for services incident to Unit Operations. Any such use of a project manager or contract services
will be accomplished without incurring charges beyond those provided in this Unit Operating Agreement.

7.2 WORKMANLIKE CONDUCT. Unit Operator shall conduct Unit Operations in a good and
workmanlike manner as would a prudent operator under the same or similar circumstances. Unit Operator
shall freely consult with Working Interest Owners and keep them informed of all matters which Unit
Operator, in the exercise of its best judgment, considers important. Unit Operator shall not be liable to
Working Interest Owners for losses sustained or liabilities incurred except as such may result from its gross
negligence or willful misconduct.
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7.3 LIENS AND ENCUMBRANCES. Unit Operator shall endeavor to keep the lands and leases in
the Unit Area and Unit Equipment free from all liens and encumbrances occasioned by Unit Operations,
except the lien and security interest of Unit Operator and Working Interest Owners granted hereunder.

7.4 EMPLOYEES. The number of employees or contractors used by Unit Operator in conducting
Unit Operations, their selection, hours of labor, and compensation shall be determined by Unit Operator.

7.5 APPEARANCE BEFORE A COURT OR REGULATORY AGENCY. Unit Operator shall be
responsible for retaining representation to appear before any court or regulatory agency in matters pertaining
to Unit Operations; however, nothing herein shall prevent any Working Interest Owner from appearing in
person or retaining representation on its own bebhalf at its sole expense.

7.6 RECORDS. Unit Operator shall keep correct books, accounts, and records of Unit Operations.

7.7 REPORTS TO WORKING INTEREST OWNERS. Unit Operator shall furnish Working Interest
Owners reports of Unit Operations as often as it may deem necessary but no less frequently than annually.

7.8 REPORTS TO GOVERNMENTAL AUTHORITIES. Unit Operator shall make all reports to
governmental authorities that it has the duty to make as Unit Operator.

7.9 ENGINEERING AND GEOLOGICAL INFORMATION. Unit Operator shall furnish to a
Working Interest Owner, upon written request at the expense of the joint account, one copy of all logs and
other engineering and geological data pertaining to wells drilled subsequent to the -Effective Date hereof for
Unit Operations insofar as such information pertains to the Unitized Formation.

7.10 EXPENDITURES. Unit Operator is authorized to make single expenditures not in excess of
Twenty-five Thousand Dollars ($25,000.00) without prior approval of Working Interest Owners. If an
emergency occurs, Unit Operator may immediately make or incur such expenditures as in its opinion are
required to deal with the emergency. Unit Operator shall report to Working Interest Owners, as promptly as
possible, the nature of the emergency and the action taken.

7.11 WELLS DRILLED BY UNIT OPERATOR. All wells drilled by Unit Operator shall be at the
usual rates prevailing in the area. Unit Operator may employ its own tools and equipment, but the charge
therefor shall not exceed the usual rates prevailing in the area, and the work shall be performed by Unit
Operator under the same terms and conditions as are usual in the area in contracts of independent contractors
doing work of a similar nature.

7.12 MATHEMATICAL ERRORS. It is hereby agreed by all parties to this Agreement that Unit
Operator is empowered to correct any mathematical errors which might exist in the exhibits to this
Agreement.

7.13 BORDER AGREEMENTS. Unit Operator may, after approval by Working Interest Owners,
enter into border agreements with respect to lands adjacent to the Unit Area for the purpose of coordinatin,
operations. '

7.14 INDEMNITIES. As to any contract executed by Unit Operator with an independent contractor
covering operations or services to be performed in connection with Unit Operations, Unit Operator shall
require that any indemnification provision in favor of Unit Operator contained therein shall extend to and
inure to the benefit of Working Interest Owners in the same manner as Unit Operator.

ARTICLE 8
TAXES

8.1 AD VALOREM TAXES. Beginning with the first calendar year after the Effective Date hereof,
Unit Operator shall make and file all necessary ad valorem tax renditions and returns with the proper tax
authorities with respect to all property of each Working Interest Owner used or held by Unit Operator for
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Unit Operations. Unit Operator may, at Unit Expense, engage the services of tax consultant(s) for purposes of
evaluating, contesting and negotiating any ad valorem taxes. Unit Operator shall settle assessments arising
therefrom. All such ad valorem taxes shall be paid by Unit Operator and charged to the account of all
Working Interest Owners; however if the interest of a Working Interest Owner is subject to a separately
assessed overriding royalty interest, production payment, or other interest in excess of a one-eighth (1/8th)
royalty, such Working Interest Owner shall notify Unit Operator of such interest prior to the rendition date
and shall be given credit for the reduction in taxes paid resulting therefrom. If the Operator is required
hereunder to pay ad valorem taxes 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 percentages of tax value generated by each party's working
interest. Any Working Interest Owner dissatisfied with any assessment of its interest in real or personal
property shall have the right, at its own expense, to protest and resist the same.

8.2 OTHER TAXES. Each Working Interest Owner shall pay or cause to be paid all production,
severance, gathering, and other taxes imposed upon or with respect to the production or handling of its share
of Unitized Substances.

ARTICLE 9
INSURANCE

9.1 INSURANCE. Unit Operator, with respect to Unit Operations, shall:
(a) comply with the Workmen's Compensation Laws of the State of New Mexico,

(b) carry Employer's Liability and other insurance required by the laws of the State of New Mexico,
and

(c) provide other insurance as set forth in Exhibit F.

ARTICLE 10
ADJUSTMENT OF INVESTMENTS

10.1 PERSONAL PROPERTY TAKEN OVER. Upon the Effective Date, Working Interest Owners
shall deliver to Unit Operator the following:

10.1.1 WELLS. All wells completed in the Unitized Formation.

10.1.2 WELLS AND LEASE EQUIPMENT. The casing and tubing in each such well,
the wellhead connections thereon, and all other lease and operating equipment that is used in the operations
of such wells which Working Interest Owners determined is necessary or desirable for conducting Unit
Operations.

10.1.3 RECORDS. A copy of all production and well records for such wells.

+

10.2 INVENTORY AND EVALUATION OF PERSONAL PROPERTY. Working Interest Owners
shall at Unit Expense inventory and evaluate, as determined by Working Interest Owners, the personal
property taken over by the Unit Operator under Article 10.1.2. Such inventory shall include and be limited to
those items of equipment considered controllable under Exhibit E except, upon determination of Working
Interest Owners, items considered noncontrollable may be included in the inventory and evaluation in order to
insure a more equitable adjustment of investment. Casing shall be included in the inventory for record
purposes, but shall be excluded from evaluation and investment adjustment.

10.3 WELL BORE ADJUSTMENT. The Working Interest Owners, in adjusting investment, may
allocate a reasonable value for each well bore.
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10.4 INVESTMENT ADJUSTMENT. Upon approval by Working Interest Owners of the inventory
and evaluation, each Working Interest Owner shall be credited with the value of its interest in all personal
property taken over under Article 10.1.2, and shall be charged with an amount equal to that obtained by
multiplying the total value of all personal property taken over under Article 10.1.2 by such Working Interest
Owner's Unit Participation. If the charge against any Working Interest Owner is greater than the amount
credited to such Working Interest Owner, the resulting net charge shall be an item of Unit Expense
chargeable against such Working Interest Owner. If the credit to any Working Interest Owner is greater than
the amount charged against such Working Interest Owner, the resulting net credit shall be paid to such
Working Interest Owner by Unit Operator ocut of funds received by it in settlement of the net charges
described above. Each Working Interest Owner shall be charged or credited with the net cash amount
necessary to effect such readjustment of the capital investment account., Such net credit or net charge is
hereinafter referred to as the “Investment Adjustment”.

10.5 GENERAL FACILITIES. The acquisition of warehouses, warehouse stocks, lease houses,
camps, field operating systems, wells (not governed by Article 10.1.1 above) and office buildings necessary
for Unit Operations shall be by negotiation by the owners thereof and Unit Operator, subject to the approval
of Working Interest Owners.

10.6 OWNERSHIP OF PERSONAL PROPERTY AND FACILITIES. Each Working Interest Owner,
individually, shall, by virtue hereof, own an undivided interest, equal to its Unit Participation, in all personal
property and facilities taken over or otherwise acquired by Unit Operator pursuant to this Agreement.

ARTICLE 11
STATUTORY UNITIZATION PROVISIONS

11.1 STATUTORY UNITIZATION PROVISIONS. It is hereby agreed that if the Unit Agreement and
the Unit Operating Agreement become effective under the terms hereof, and any parties that did not
previously ratify the Unit Agreement and the Unit Operating Agreement nevertheless become Working
Interest Owners pursuant to the terms of the Statutory Unitization Act (NMSA 1978 Section 70-7-1, et seq.
as amended effective May 21, 1986), the interest of such Working Interest Owner (hereinafter referred to as a
“Non-Consenting Party”) shall be subject to the penalties (hereinafter referred to as “Non-Consent
Penalties”) set forth in Article 11.2 below.

Following Statutory Unitization, the Unit Operator shall offer the interest of such Non-
Consenting Party proportionately to those parties who voluntarily joined the Unit (hereinafter referred to
as “Consenting Parties”). Such Consenting Parties shall have the option to increase the amount of
participation they are willing to assume. Consenting Parties shall have fifteen (15) days from receipt of
notice of available Working Interest and the initial amount of the costs to be carried associated therewith
to elect to 1) limit participation to such party’s interest as shown in Exhibit D, 2) carry only such party’s
proportionate share of the Non-Consenting Parties’ Working Interest, or 3) assume greater than such
party’s proportionate share of the Non-Consenting Parties’ interests. If a Consenting Party fails to make
an election within fifteen (15) days of receipt of such election notice, it shall be deemed to have elected to
limit its participation to its Exhibit D interest. If one-hundred percent (100%) interest in the Unit is not
subscribed, Unit Operator may elect to assume the outstanding Working Interest. Once all parties have
made the elections allowed under the provisions hereof, the Non-Consenting Parties’ Working Interest
shall be allocated among the Consenting Parties that have elected to assume additional Working Interest.
However, no Consenting Party shall be allocated any additional participation in excess of the amount of
participation that said Consenting Party has elected to assume. If the Consenting Parties collectively do
not agree to assume one hundred percent (100%) participation, Unit Operator shall take steps to
terminate the Unit.

With respect to the Investment Adjustment, if the Non-Consenting Party has a net charge against
its interest following the Investment Adjustment, such charge shall be considered a Unit Expense allocable
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solely to such Non-Consenting Party in the month in which the Investment Adjustment is applied and shall be
treated as any other Unit Expense under this Article 11. If such Non-Consenting Owner has a net credit to
its account following the Investment Adjustment, the amount of such credit shall be applied to the outstanding
balance of such Non-Consenting Party in the same manner as revenue in the month in which the Investment
Adjustment is applied. If the amount of such credit is sufficient to cover all of such Non-Consenting Party’s
share of the initial costs of unitization (including pre-unitization costs and its share of any costs for operations
included in the initial approved Plan of Operations) (see Section 11. of the Unit Agreement) plus the Non-
Consent Penalty set forth below, the Working Interest of such Non-Consenting Party shall vest with such
party and such party shall become a Working Interest Owner as though it had voluntarily joined the Unit.

11.2 NON-CONSENT PENALTY. All Unit Expense, including the Investment Adjustment, shall be
borne by the Consenting Parties in the proportions they have elected to participate pursuant to Article 11.1
above. Each Non-Consenting Party shall be deemed to have relinquished to the Consenting Parties, and the
Consenting Parties shall own and be entitled to receive, in proportion to their respective interests and
elections, all of such Non-Consenting Party’s share of the proceeds from the sale of Unitized Substances
(including its share of any Outside Substances produced and sold) unti! such proceeds, calculated at the well
with appropriate deductions for compression, gathering, transportation and marketing, or the market value
thereof if such share is not sold (after deducting production taxes, excise taxes, royalty, including overriding
royalty, payable out of or measured by the production from the unit accruing with respect to such interest)
shall equal all Unit Expense, including the Investment Adjustment (whether a charge or a credit), accruing
for such interest plus an amount equal to two hundred percent (200%) allocated proportionately to such Non-
Consenting Party’s Working Interest. It is expressly agreed that the 200% penalty provided for herein shall
be applied as follows. For any month in which a Non-Consenting Party’s share of Unit Expense exceeds its
share of the proceeds from the sale of Unitized Substances, the 200% penalty shall be applied to the
difference between such expenses and the proceeds, and the resulting amount shall be added to the Non-
Consenting Party’s unpaid balance. For any month in which a Non-Consenting Party’s share of such
proceeds exceeds its share of Unit Expenses, the difference between such proceeds and Unit Expense shall be
applied against such Non-Consenting Party’s unpaid balance. When the Non-Consenting Party’s share of
Unit Expense plus the 200% penalty has paid out, the Working Interest of the Non-Consenting Party,
including its corresponding share of Unit revenue and Unit Expense, and the voting rights represented
thereby, shall vest with such party as though such party had voluntarily joined the Unit.

Any Non-Consenting Party shall have the right, at any time, to pay off the amount of its net
unpaid balance (including its Investment Adjustment and the Non-Consent Penalty) and, in the event that any
Non-Consenting Party exercises this right, the Working Interest of such Non-Consenting Party shall vest to it
in the month following the month of such payment.

ARTICLE 12
UNIT EXPENSE

12.1 BASIS OF CHARGE TO WORKING INTEREST OWNERS. Unit Operator initially shall pay
all Unit Expense. Each Working Interest Owner shall reimburse Unit Operator for its share of Unit Expense.
Each Working Interest Owner's share shall be the same as its Unit Participation in effect at the time the
expense was incurred. All charges, credits, and accounting for Unit Expense shall be in accordance with
Exhibit D. If any party has elected to be a Non-Consenting Party pursuant to Article 11, Exhibit D interests
shall be modified accordingly.

12.2 LIABILITY OF PARTIES. The liability of the parties shall be several, not joint or collective.
Each party shall be responsible only for its obligations, and shall be liable only for its proportionate share of
Unit Expenses. Accordingly, the liens granted among the parties in Article 12.6 are given to secure only the
debts of each severally, and no party shall have any liability to third parties hereunder to satisfy the defauit of
any other party in the payment of any expense or obligation hereunder. It is not the intention of the parties to
create, nor shall this agreement be construed as creating a partnership, joint venture, agency relationship or
association, or to render the parties liable as partners, co-venturers, or principals. In their relations with
each other under this Agreement, the parties shall not be considered fiduciaries or to have established a
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confidential relationship, however, the parties shall be obligated to act in good faith in their dealings with each
other with respect to activities hereunder.

12.3 BUDGETS. Before or as soon as practical after the Effective Date, Unit Operator shall prepare
a budget of estimated Unit Expense for the remainder of the calendar year, and, on or before the first day of
each December thereafter, shall prepare a budget for the ensuing calendar year. A budget shall set forth the
estimated Unit Expense by quarterly periods. Budgets shall be estimates only, and shall be adjusted or
corrected by Working Interest Owners and Unit Operator whenever an adjustment or correction is proper. A
copy of each budget and adjusted budget shall be furnished promptly to each Working Interest Owner.

12.4 ADVANCE BILLINGS. If gross expenditures for the joint account are expected to exceed
$60,000.00 in the next succeeding month’s operation, Unit Operator shall have the right, without prejudice to
other rights or remedies, to require Working Interest Owners to advance their respective shares of estimated
Unit Expense by submitting to Working Interest Owners, on or before the 15th day of any month, an itemized
estimate thereof for the succeeding month, with a request for payment in advance. Within fifteen (15) days
after receipt of the estimate, each Working Interest Owner shall pay to Unit Operator its share of such
estimate. If any party fails to pay its share of said estimate within said time, the amount due shall bear
interest as provided in Exhibit E until paid. Adjustments between estimated and actual Unit Expense shall be
made by Unit Operator at the close of each calendar month, and the accounts of Working Interest Owners
shall be adjusted accordingly.

Notwithstanding the above provision, if any party voluntarily commits its interest to the Unit and then
fails to pay its share of the initial cost of unitization (to include actual pre-unitization costs and the
Investment Adjustment, if a debit, as well as advance charges for operations set forth in the initial
approved Plan of Operations (see Section 11 of the Unit Agreement) Operator may elect, at its option, to
treat the interest of such Working Interest Owner, with respect to such initial costs only, as though such
Working Interest Owner had not voluntarily joined the Unit but had instead been included in the Unit
pursuant to the terms of the Statutory Unitization Provisions of Article 11. For the purposes of this
provision only, Operator shall afford such delinquent Working Interest Owner an additional thirty (30)
day period within which to pay such charges before making such election.

12.5 COMMINGLING OF FUNDS. Funds received by Unit Operator under this Agreement need
not be segregated or maintained by it as a separate fund, but may be commingled with its own funds.

12.6 LIEN AND SECURITY INTEREST . Each Working Interest Owner grants to Unit Operator a
lien upon its Oil and Gas Rights in each Tract and the Unit Area, whether now owned or hereafter acquired,
and a security interest in its share of Unitized Substances when extracted and its interest in all Unit
Equipment, to secure payment of its share of Unit Expense and all other obligations hereunder, together with
interest to be determined monthly at the rate of three percent (3%) plus the U.S. Treasury three-month
discount rate in effect on the first day of the month for each month that the payment is delinquent. Unit
Operator grants a like lien and security interest to Working Interest Owners to secure payment of Unit
Operator's proportionate share of Unit Expense

To perfect the lien and security interest provided herein, each party agrees to execute and acknowledge 4
recording supplement in the form attached hereto as Exhibit I, and Unit Operator or any Working Interest
Owner 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 Unit Area is situated. Each party represents and
warrants to the other parties that the lien and security interest granted by such party to the other parties shall
be a first and prior lien and security interest, and each party hereby agrees to maintain the priority of the lien
and security interest against all persons acquiring an interest in Oil and Gas Rights covered by this Agreement
by, through, or under such party. All parties acquiring an interest in Oil and Gas Rights covered by this
Agreement, whether by assignment, merger, morigage, operation of law, or otherwise, shall be deemed to
have taken subject to the lien and security interest granted herein as to all obligations and duties attributable
to the interests hereunder whether or not the obligations arise before or after the Oil and Gas Rights are
acquired.
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To the extent that Unit Operator or Working Interest Owners have a security interest under the Uniform
Commercial Code of the state, Unit Operator or Working Interest Owners 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 Unit Operator or Working Interest Owners 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.

12.7 STATUTORY LIENS. 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 the state in which the Unit Area is situated to enforce
the obligations of each party hereunder. Without limiting the generality of the foregoing, to the extent not
prohibited by applicable law, the parties agree that Unit Operator may invoke or utilize the Oil and Gas Lien
Act (NMSA 1978, Section 70-4-1 through 15) in order to secure the payment to Unit Operator of any sum
due hereunder for Unit Expenses.

12.8 UNPAID UNIT EXPENSE. If any Working Interest Owner fails to pay its share of Unit
Expense within sixty (60) days after rendition of a statement therefor by Unit Operator, each Working Interest
Owner (including the Unit Operator) agrees, upon request by Unit Operator, to pay its proportionate part of
the unpaid share of Unit Expense of the defaulting Working Interest Owner. Working Interest Owners that pay
the share of Unit Expense of a defaulting Working Interest Owner shall be reimbursed by Unit Operator for
the amount so paid, plus any interest collected thereon, upon receipt by Unit Operator of any past due
amount collected from the defaulting Working Interest Owner and/or out of the proceeds for the sale of the
defaulting party’s share of Unitized Substances as provided in Article 12.9 below. Any Working Interest
Owner so paying a defaulting Working Interest Owner's share of Unit Expense shall be secured by the liens
and security interest described in Article 12.6, and each paying party may independently pursue any remedy
available hereunder or otherwise. While in detfault, any such defaulting Working Interest Owner forfeits its
voting rights and such rights will be shared proportionately by the non-defaulting Working Interest Owners.

12.9 RIGHT TO COLLECT PROCEEDS. Upon default in the payment of its share of Unit Expense
by any Working Interest Owner including the Unit Operator, the Working Interest Owners that pay a share of
the defaulting party’s Unit Expense, shall have the right, without prejudice to other rights or remedies, to
collect from the purchaser the proceeds from the sale of such Working Interest Owner's share of Unitized
Substances until the amount owed by such defaulting party, including the amount of any non-consent penalty
that may be authorized pursuant to Section 12.10.D below, plus interest, has been paid. Each purchaser shall
be entitled to rely upon Unit Operator's or Working Interest Owner's written statement concerning the
amount of any default and all parties waive any recourse available against purchasers for releasing production
proceeds as provided in this paragraph.

12.10 SUSPENSION OF RIGHTS. In the event that any Working Interest Owner fails to pay
any amounts due hereunder for a period of sixty (60) days after such amounts are due, such party shall be
considered a defaulting party and the rights of a defaulting party may be suspended hereunder by the election
of the nondefaulting parties. Any party may deliver to the defaulting party a notice of default which shall
specify the default, specify the action to be taken to cure the default, and specify the actions to be taken by
the nondefaulting parties as a result of failure to cure the default. If within thirty (30) days of delivery of such
notice, the default has not been cured, any or all of the following actions may result: '

(a) Nondefaulting parties or Unit Operator for the benefit of nondefaulting parties may sue (at
Unit 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 Article 12.6. 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.

(b)  Defaulting party shall no longer have the right to receive information as to any operation
conducted hereunder, the right to vote on any matter submitted to the Working Interest Owners,
or the right to receive proceeds of production from any well subject to this Agreement.
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(¢) In the event any party brings legal proceedings to enforce any financial obligation of a
party hereunder, the non-defaulting party bringing such proceedings shall be entitled to recover
all court costs, costs of collection, and reasonable attorneys’ fees, which the lien and security
interest provided for herein shall also secure.

(d) If a party remains in default after the 30-day period for curing default, Unit Operator shall
have the optional right to declare that such defaulting Working Interest Owner has elected to
become a Non-Consenting Party, as provided for in Article 11.1 hereof, and that all unpaid sums
shall be subject to a 200% penalty as though said Working Interest Owner had elected to be
carried under said Article 11.1. If this right is exercised, the Operator shall offer the interest of
such a defaulting Working Interest Owner to the remaining Working Interest Owners under terms
and provisions identical to those in the Non-Consent Provisions, Article 11 of this Agreement.
Consenting Working Interest Owners shall be deemed to be Consenting Parties as to their share
of such defaulting Working Interest Owner's Working Interest with the right to recover a
proportionate share of the 200% Non-Consent penalty.

(e) The rights, powers, and remedies conferred in this Article 12 are cumulative, and not
exclusive of (1) any and all other rights, powers, and remedies conferred in this Agreement, (2)
any and all rights, powers and remedies existing at law or in equity, and (3) any and all other
rights, powers and remedies provided in any other agreement between the parties.

12.11 CARVED-OUT INTEREST. If any Working Interest Owner shall, after executing this
Agreement, create an overriding royalty, production payment, net proceeds interest, carried interest, or any
other interest out of its Working Interest, such carved-out interest shall be subject to the terms and provisions
of this Agreement, specifically including, but not limited to, Article 12.6 hereof entitled "Lien and Security
Interest of Unit Operator”. If the Working Interest Owner creating such carved-out interest (a) fails to pay
any Unit Expense chargeable to such Working Interest Owner under this Agreement, and the production of
Unitized Substances accruing to the credit of such Working Interest Owner is insufficient for that purpose, or
(b) withdraws from this Agreement under the terms and provisions of Article 18 hereof, the carved-out
interest shall be chargeable with a pro rata portion of all Unit Expense incurred hereunder, the same as
though such carved-out interest were a Working Interest, and Unit Operator shall have the right to enforce
against such carved-out interest the lien and all other rights granted in Articles 12.6, 12.7, 12.8, 12.9 and
12.10, for the purpose of collecting the Unit Expense chargeable to the carved-out interest.

ARTICLE 13
NONUNITIZED FORMATIONS

13.1 RIGHT TO OPERATE. Any Working Interest Owner that now has or hereafter acquires the
right to drill for and produce oil, gas, or other minerals, from a formation underlying the Unit Area other
than the Unitized Formation, shall have the right to do so notwithstanding this Agreement or the Unit
Agreement. In exercising the right, however, such Working Interest Owner shall exercise care to prevent
unreasonable interference with Unit Operations. No Working Interest Owner shall produce Unitized
Substances through any well drilled or operated by it. If any Working Interest Owner drills any well into or
through the Unitized Formation, the Unitized Formation shall be protected in a manner satisfactory fo
Working Interest Owners so that the production of Unitized Substances will not adversely be affected.

13.2 MULTIPLE COMPLETIONS. As of the effective date hereof, any well bore in which there is a
completion in both the Unitized Formation and any other formation shall be considered as a multiple
completion. The Working Interest Owners that have contributed such multiple completion reserve the right to
use such well bore for operations in any other formation. It shall be the sole responsibility of the owners of
the other formation to furnish and install equipment necessary to segregate the production both in the well
and on the surface in a manner acceptable to the Working Interest Owners. If there is a conflict of interest
between the Working Interest Owners and any other formation owner with respect to a multiple completion,
or the operation thereof, the interest of the Working Interest Owners shall prevail.



Unit Operating Agreement Page 16

13.2.1 REMEDIAL WORK. If it becomes necessary to workover, recondition, redrill, or
abandon a well in the other formation, such work shall be performed by and at the sole risk and expense of
the owners of the other formation under supervision of Unit Operator. If it becomes necessary to perform like
work in the Unitized Formation, such work shall be performed by Unit Operator at Unit Expense.

13.2.2 LIABILITY. The Working Interest Owner shall not be liable or responsible for
any damage to or loss of production from the other formation, including the use of such well as an injection
well, nor for any damage to such well or to the property, equipment, or facilities used in the operation of
such well for production unless such damages result from gross negligence or willful misconduct. Likewise,
the owners of the other formation shall not be liable or responsible for any damage to or loss of production
from the Unitized Formation, including the use of such well as an injection well, nor for any damage to such
well or to the property, equipment or facilities, unless such damage results from gross negligence or willful
misconduct.

13.2.3 REDRILLING. In the event it becomes necessary and economically feasible to
redrill a well in which there is a multiple completion, the costs of the same shall be mutually agreed upon by
the Working Interest Owners and the owners in the other formation.

13.24 DIVISION OF EXPENSES. All charges directly attributable to the Unitized
Formation in multiple completed wells will be regarded as Unit Expense, and all charges directly attributable
to another formation in such well will be borne by the owners of the other formation. When charges cannot
be directly attributed to either the Unitized Formation or to the other formation(s), such charges will be
divided among the various completed formations equally. Those charges allocated to the Unitized Formation
will be regarded as Unit Expense. Charges allocated to other formation(s) will be charged to the owners of
such formation(s).

ARTICLE 14
TITLES

14.1 WARRANTY AND INDEMNITY. Each Working Interest Owner represents and warrants that
it is the owner of the respective Working Interests set forth opposite its name in Exhibit D, and agrees to
indemnify and hold harmless the other Working Interest Owners from any loss due to failure, in whole or
part, of its title to any such interest, except failure of title arising because of Unit Operations; however, such
indemnity and any liability for breach of warranty shall be limited to an amount equal to the net value that
has been received from the sale or receipt of Unitized Substances attributed to the interest as to which title
failed. Each failure of title will be deemed to be effective, insofar as this Agreement is concerned, as of 7:00
a.m. on the first day of the calendar month in which such failure is finally determined, and there shall be no
retroactive adjustment of Unit Expense as a result of a title failure.

14.2 FAILURE BECAUSE OF UNIT OPERATIONS. The failure of title to any Working Interest in
any Tract because of Unit Operations, including non-production from such Tract, shall not change the Unit
Participation of the Working Interest Owner whose title failed in relation to the Unit Participations of the
other Working Interest Owners at the time of the title failure.

14.3 TITLE EXAMINATION. Unit Operator is hereby authorized to conduct such title examination
and title curative work on any interest in any Tract or Tracts as it deems necessary or advisable from time to
time for purposes of unitization and/or Unit Operations; and each Working Interest Owner who owns any
interest in any such Tract agrees to cooperate in such title examination and agrees to furnish to Unit Operator
all records affecting title, including but not limited to title opinions and abstracts of title, that may be in such
Working Interest Owner's possession or control. All costs and expenses incurred in such title examination
and curative work conducted for said purposes before or after the Effective Date hereof shall be treated as a
Unit Expense.

14.4 WAIVER OF RIGHTS TO PARTITION. Each party hereto agrees that, during the existence of
this Agreement, it will not resort to any action to partition the Unitized Formation or the Unit Equipment,
and to that extent waives the benefits of all laws authorizing such partition.
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ARTICLE 15
LIABILITY, CLAIMS, AND SUITS

15.1 INDIVIDUAL LIABILITY. The duties, obligations, and liabilities of Working Interest Owners
shall be several and not joint or collective; and nothing herein shall ever be construed as creating a
partnership of any kind, joint venture, association, or trust among Working Interest Owners. Each party
hereto shall be individually responsible for its own obligations as herein provided.

15.2 SETTLEMENTS. Unit Operator may settle any single damage claim or suit involving Unit
Operations if the expenditure does not exceed Twenty-five Thousand Dollars ($25,000.00) and if the payment
is in complete settlement of such claim or suit. If the amount required for settlement exceeds the above
amount, Working Interest Owners shall assume and take over the further handling of the claim or suit, unless
such authority is delegated to Unit Operator. All costs and expense of handling, settling, or otherwise
discharging such claim or suit shall be an item of Unit Expense. If a claim is made against any Working
Interest Owner or if any Working Interest Owner is sued on account of any matter arising from Unit
Operations over which such Working Interest Owner individually has no control because of the rights given
Working Interest Owners and Unit Operator by this Agreement and the Unit Agreement, the Working Interest
Owner shall immediately notify Unit Operator, and the claim or suit shall be treated as any other claim or
suit involving unit Operations.

ARTICLE 16
INTERNAL REVENUE PROVISION

16.1 INTERNAL REVENUE PROVISION. Notwithstanding any provisions herein that the rights
and liabilities of the parties hereunder are several and not joint or collective, or that this Agreement and
operations hereunder shall not constitute a partnership, if for Federal income tax purposes this Agreement
and the operations hereunder are regarded as a partnership, then each of the parties hereto elects to be
excluded from the application of all of the provisions of Subchapter K, Chapter I, Subtitle A, of the Internal
Revenue Code of 1986, as permitted and authorized by Section 761 of the Code and the regulations
promuligated thereunder. Unit Operator is hereby authorized and directed to execute on behalf of each of the
parties hereto 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 Federal Regulations. Should there be any requirement that each
party hereto furnish further evidence of this election, each party hereto agrees to 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. Each party hereto further agrees not to 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 of
New Mexico, or any future income tax laws of the United States, contain provisions similar to those in
Subchapter K, Chapter 1, Subtitle A, of the Internal Revenue Code of 1986, under which an election similar
to that provided by Section 761 of Subchapter K of the Code is permitted, each of the parties agrees to make
such election as may be permitted or required by such laws. In making this election, each of the parties states
that the income derived by such party from the operations under this Agreement can be adequate.ly
determined without the computation of partnership taxable income.

ARTICLE 17
NOTICES

17.1 NOTICES. All notices between the parties authorized or required hereunder, unless otherwise
specifically provided, shall be in writing and delivered in person or sent by United States mail, courier
service, telex, telecopier or other form of facsimile or telegram, postage or charges prepaid, and addressed
to the representative of each Working Interest Owner as furnished to Unit Operator in accordance with
Article 4. Notice shall be deemed delivered only when received by the Working Interest Owner to whom the
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 received. “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, or to the telecopy,
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delivered hereunder shall be actual delivery of the notice to the address of the party, or to the telecopy,
facsimile, or telex machine of such party. Any responsive notice shall be deemed delivered upon actual
receipt at the address of the party, or upon delivery of such notice to the courier or telegraph service, or upon
transmittal by telex, telecopy, or facsimile, or when personally delivered to the party to be notified. All oral
notices permitted by this agreement shall be confirmed immediately thereafter by written notice.

ARTICLE 18
WITHDRAWAL OF WORKING INTEREST OWNER

18.1 WITHDRAWAL. If any Working Interest Owner desires to be relieved of all obligations and
liabilities thereafter accruing, it shall provide written notice of such desire to the Unit Operator and all
other Working Interest Owners. If any other Working Interest Owner does not desire to take its
proportionate share of such party’s Working Interest, it shall notify the Unit Operator within fifteen (15)
days of receipt of such notice. If no party objects to taking its proportionate share of the interest of such
party desiring to withdraw from the Unit, or if there are objections, if the Unit Operator and or any other
remaining Working Interest Owners elect to assume the objecting party’s share of such interest, the Unit
Operator shall advise the party desiring to withdraw (Withdrawing Party) within fifteen (15) days of the
end of such fifteen day notice period that it may withdraw. However, if 100% of the Working Interest of
the party desiring to withdraw is not subscribed, the Operator shall inform such party that it may not
withdraw.

If permission to withdraw is granted, the Withdrawing Party shall execute an assignment conveying all of
its interest in all oil, gas and mineral leases, insofar as such leases lie within the Unit Area and only
insofar as said leases cover the Unitized Formation. Such assignment shall include all Working Interest
owned by the Withdrawing Party together with the entire interest of such party in any and all wells,
materials, equipment and other property within or pertaining to the Unit. Such assignment shall be made
to all remaining Working Interest Owners proportionately or in whatever percentages are agreed among
the remaining Working Interest Owners. The assignment shall be delivered to the Unit Operator for
recordation and dissemination to the assignees named therein. Any assignment made under this provision
shall be made with special warranty of title only. However, there shall be no payment to the assignor
therefor. The Withdrawing Party shall not be relieved of its liability for any obligation accrued under
this Agreement or the Unit Agreement prior to the date Unit Operator advises that it may withdraw.

ARTICLE 19
ABANDONMENT OF WELLS

19.1 RIGHTS OF FORMER OWNERS. If Working Interests Owners decide to permanently abandon
any well within the Unit Area prior to termination of the Unit Agreement, Unit Operator shall give written
notice thereof to the Working Interest Owners of the Tract on which the well is located. Said notice shall
include the net salvage value of the casing and equipment in and on the well as determined under the terms of
Exhibit E attached hereto. Working Interest Owners of the Tract shall have the option for a period of sixty
(60) days after the sending of such notice to notify Unit Operator in writing of their election to take over and
own the well. Within ten (10) days after the Working Interest Owners of the Tract have notified Unit Operator
of their election to take over the well, they shall pay Unit Operator, for credit to the joint account, the amourit
determined to be the net salvage value of the casing and equipment . The Working Interest Owners of the
Tract, by taking over the well, agree to properly seal off and protect the Unitized Formation, and upon
abandonment to plug the well in compliance with applicable laws and regulations. The Working Interest
Owners who take over the well under this provision shall immediately file the necessary forms with the
appropriate state and federal agencies showing the change in the operation of such well.

19.2 PLUGGING. If the Working Interest Owners of a Tract do not elect to take over a well located
within the Unit Area that is proposed for abandonment, Unit Operator shall plug and abandon the well in
compliance with applicable laws and regulations retaining any salvage value received for the joint account.

19.3 RIGHT OF ACQUISITION OF WELLBORES. If Working Interest Owners of a particular
Tract decide to permanently abandon any well within the Unit Area which is NOT included in the Unit prior
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to termination of the Unit Agreement, the Working Interest Owners of such well shall give written notice
thereof to the Unit Operator, together with the net salvage value of the casing and equipment in and on the
well, and Unit Operator, subject to Article 3.2.4 hereof, shall have the option for a period of sixty (60) days
after the sending of such notice to notify the Working Interest Owners of such well in writing of any election
to take over and own the well for the benefit of the Working Interest Owners. If the value of the casing and
equipment in such well exceed $25,000, within ten (10) days of receipt of a notice of the availability of such
well, Unit Operator shall notify the Unit Working Interest Owners in writing of the option to acquire the well
for Unit Operations. The decision as to whether to take over such well will then be governed by the
provisions of Article 4.3.4 hereof. Within ten (10) days after the Unit Operator has notified the Working
Interest Owners of the well of any election to take over the well, Unit Operator shall pay the Working Interest
Owners of such well, as an expense of the joint account, the net salvage value of the casing and equipment in
and on the well. By taking over the well, the Unit Working Interest Owners agree upon abandonment to plug
the well in compliance with applicable laws and regulations at the expense of the joint account. The Unit
Operator upon taking over the well under this provision shall immediately file the necessary forms with the
appropriate state and federal agencies showing the change in the operation of such well.

ARTICLE 20
EFFECTIVE DATE AND TERM
20.1 EFFECTIVE DATE. This Agreement shall become effective when the Unit Agreement becomes
effective.
20.2 TERM. This Agreement shall continue in effect so long as the Unit Agreement remains in

effect, and thereafter until (a) all Unit wells have been plugged and abandoned or turned over to Working
Interest Owners in accordance with Article 19; (b) all Unit Equipment and real property acquired for the
joint account have been disposed of by Unit Operator in accordance with instructions of Working Interest
Owners; and (c) there has been a final accounting.

ARTICLE 21
ABANDONMENT OF OPERATIONS

21.1 TERMINATION. Upon termination of the Unit Agreement, the following will occur:

21.1.1 OIL AND GAS RIGHTS. Oil and Gas Rights in and to each separate Tract shall
no longer be affected by this Agreement, and thereafter the parties shall be governed by the terms and
provisions of the leases, contracts, and other instruments affecting the separate Tracts.

21.1.2 RIGHT TO OPERATE. Working Interest Owners of any Tract that desire to take
over and continue to operate wells located thereon may do so by paying Unit Operator, for credit to the joint
account, the net salvage value, as determined under the terms of Exhibit E attached hereto, of the casing and
equipment in and on the wells taken over and by agreeing upon abandonment to plug each well in compliance
with applicable laws and regulations and to restore the surface of the lands as required under the terms of any
applicable laws, rules, regulations, orders, or contractual obligations.

21.1.3 SALVAGING WELLS. Within six (6) months of agreement to terminate the Unit,
Unit Operator shall salvage as much of the casing and equipment in or on wells not taken over by Working
Interest Owners of separate Tracts as can economically and reasonably be salvaged, and shall cause the wells
to be plugged and abandoned in compliance with applicable laws and regulations and the surface of the lands
to be restored as required under the terms of any applicable laws, rules, regulations, orders, or contractual
obligations.

21.1.4 COST OF ABANDONMENT. The cost of abandonment of Unit Operations
including surface restoration shall be a Unit Expense.
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21.1.5 DISTRIBUTION OF ASSETS. Working Interest Owners shall share in the
distribution of Unit Equipment, or the proceeds thereof, in proportion to their Unit Participations.

ARTICLE 22
RIGHTS OF WAYS AND EASEMENTS

22.1 ASSIGNMENT TO UNIT OPERATOR. Each Working Interest Owner having rights of ways,
easements or leasehold interest in surface sites necessary for Unit Operations hereby agrees to assign, to the
extent of its right and interest, to Unit Operator for the benefit of the Working Interest Owners, a
non-exclusive right and interest in and to such interest. A Working Interest Owner having such an interest
shall, within ninety (90) days after the Effective Date execute and deliver to Unit Operator, in recordable
form, an assignment of such rights and interests, together with copies of the instruments creating such
interests and any maps or plats further describing and depicting the affected premises.

222 RENTAL PAYMENTS. The owners of such interest agree to make any rental payments or other
payments which may become due to avoid termination of any such interest for failure to make such payment
prior to 30 days beyond the date formal assignment of such interest to Unit Operator is accomplished as
described in this Article 22.1 above. Any payments made under this paragraph shall be a direct charge under
Unit Expense.

22.3 RIGHTS OF UNIT OPERATOR. Such interest described in this Article 22.1 above, shall
continue in Unit Operator for so long as such are used for Unit Operations, or until released by recordable
instrument. In the event a Unit Operator ceases to be such, it shall assign such rights and interests to the
successor Unit Operator.

ARTICLE 23
GOVERNMENTAL REGULATIONS

23.1 GOVERNMENTAL REGULATIONS. Working Interest Owners agree to release Unit Operator from
any and all losses, damages, claims and causes of action arising out of, incident to or resulting directly or
indirectly from Unit Operator’s interpretation or application of rules, rulings, regulations or orders of any
governmental agency or successor agencies to the extent Unit Operator’s interpretation or application of such
rules, rulings, regulations or orders were made in good faith. Working Interest Owners further agree to
reimburse Unit Operator for their proportionate share of any amounts Unit Operator may be required to
refund, rebate or pay as a result of an incorrect interpretation or application of the above noted rules, rulings,
regulations or orders, together with their proportionate part of interest and penalties owing by Unit Operator
as a result of such incorrect interpretation or application of such rules, rulings, regulations or orders.

ARTICLE 24
FORCE MAJEURE

24.1 FORCE MAJEURE. The obligations of Unit Operator hereunder shall be suspended to the extent
that, and only so long as, performance thereof is prevented by an act of God, fire, lightning, storm, flood
or other acts of nature, strikes, lockouts or other industrial disturbance, acts of civil or militar‘y
authorities, acts of war, blockade, public riot, explosion, restrictions or restraints imposed by law or by
regulation or order of governmental authority, whether federal, state or local, inability to obtain
necessary rights of access, unavailability of equipment, or any other cause reasonably beyond the control
of Unit Operator, whether or not similar to any cause above enumerated. Whenever performance of its
obligations is prevented by any such cause, Unit Operator shall give notice thereof to the parties as
promptly as is reasonably practicable.
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ARTICLE 25
APPROVAL

25.1 COUNTERPART EXECUTION, RATIFICATION OR APPROVAL. 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 other separate instruments in writing specifically referring hereto, and shall be
binding upon all those parties who have executed such a counterpart, other separate instrument, ratification
or consent hereto with the same force and effect as if all 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 land
within the above-described Unit Area.

25.2 CONFLICT WITH PRIOR AGREEMENTS. It is recognized there may be certain existing
agreements by and between several of the Lessees or Working Interest Owners hereto, covering a portion of
the Oil and Gas Rights subject to this Operating Agreement. In case of any inconsistency or conflict between
this Unit Operating Agreement and those certain agreements, this Unit Operating Agreement shail govern.

ARTICLE 26
SUCCESSORS AND ASSIGNS

26.1 SUCCESSORS AND ASSIGNS. This Agreement shall extend to, be binding upon, and inure to
the benefit of the parties hereto and their respective heirs, devisees, legal representatives, successors, and
assigns, and shall constitute a covenant running with the lands, leases, and interests covered hereby.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the day and dates evidenced
by their certificates of acknowledgments hereof below their respective signatures.

UNIT OPERATOR:

ST. MARY LAND & EXPLORATION COMPANY

By: Date:
Milam Randolph Pharo
Vice President - Land & Legal
1776 Lincoln Street, Suite 1100
Denver, Colorado 80203-1080

THE STATE OF COLORADO §
§
COUNTY OF DENVER §
This instrument was acknowledged before me on this the day of , 1999,

by Milam Randolph Pharo, as Vice President - Land & Legal of St. Mary Land & Exploration Company, a
(Delaware) corporation, on behalf of said corporation. -

Notary Public, State of
Printed Name:
My commission expires:

s:\lynne\unitjoa with nonconsent
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EXHIBIT A

R 31 E

Tract 1B
S. Taylor 3
NM-2537
40 acC.

#3
®

Tract 1A
S. Taylor 2

NM-2537
40 ac.

#2

°
13

R 32 E

Tract 3A
Conoco |
NM-9017
4101 ac

#1

°
18

Tract SC

Geronimo S5

NM-025777
20 ac

Tract 3G

Geronimo 12

NM-025777
20 oc.

Tract SA
Geronimo 3 84
NM-025777

40 oc.

#3
@

#9
[ J

Tract SE

Geronimo 9

NM-025777
40 ac.

Tract SB

Geronimo 4

NM-025777
40 ac.

19

Tract 2
Inca Fed.
NM-9016

12207 oc. y~
®

Troct 6
Jade 1

NM-67987
40 aoc.

#10
|

Tract SF
Geronimo 10

NM-025777
40 ac.

#8
®

Tract 5D
Geronimo 8
NM-025777
40 oc.

EDDY CUOUNTY
604.12 ACRES

Tract 3B
Conoco 3
NM-9017
4104 oc.

LEA COUNTY

#1

S 81 1

ST. MARY LAND & EXPLURATION COMPANY

EAST SHUGART (DELAWARE> UNIT
EDDY & LEA COUNTIES, NEW MEXICO

EEN—— PROPOSED UNIT BOUNDARY

SCALE: 1”

1000’




EXHIBIT "A-1"

EAST SHUGART (DELAWARE) UNIT

TRACT DESCRIPTIONS

Tract No. | Tract Name | Status Tract Operator Acres | County
1A S. Taylor 2 HBP |Harvey E. Yates Company 40.00/ Eddy
1B S. Taylor 3 HBP |Harvey E. Yates Company 40.00f Eddy
2 inca Fed HBP |St. Mary Land & Exploration Company 122.07| Lea
3A Conoco 1 HBP |St. Mary Land & Exploration Company 41.01 Lea
3B Conaco 3 HBP |St. Mary Land & Exploration Company 41.04 Lea
4 Mohawk 1 HBP |St. Mary Land & Exploration Company 40.00 Lea
5A Geronimo 3 | HBP |St. Mary Land & Exploration Company 40.00f Eddy
5B Geronimo 4 | HBP |St. Mary Land & Exploration Company 40.001 Eddy
5C Geronimo 5 | HBP |St. Mary Land & Exploration Company 20.00| Eddy
5D Geronimo 8 | HBP |St. Mary Land & Exploration Company 40.00| Eddy
5E Geronimo 9 | HBP |St. Mary Land & Exploration Company 40.00; Eddy
5F Geronimo 10| HBP |[St. Mary Land & Exploration Company 40.00| Eddy
5G Geronimo 12| HBP [St. Mary Land & Exploration Company 20.00{ Eddy
6 Jade 1 HBP Si. Mary Land & Exploration Company 40.00 Lea

604.12
Total Federal Acres: 604.12
Total State Acres 0
Total Fee Acres 0
Total Unit Acres 604.12
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EXHIBIT "C"

East Shugart Delaware Unit

Tract Participation Factors

Tract No. [Tract Name |[% of Acres |% of Cum Qil |% of Oil Rate|% of QOIP  |% of Rem. Prim |Unit Participation
1A S. Taylor 2 6.62% 8.99% 8.83% 6.24% 8.03% 7.5875%
1B S. Taylor 3 6.62% 0.00% 0.00% 3.32% 0.00% 1.6590%
2 inca Fed 20.21% 28.95% 28.07% 26.62% 24.54% 26.6995%
3A Conoco 1 6.79% 10.77% 11.10% 5.09% 11.76% 8.5300%
3B Conoco 3 6.80% 2.86% 5.18% 6.75% 7.35% 5.8665%

4 Mohawk 1 6.62% 1.40% 2.25% 3.32% 2.35% 2.7840%
5A Geronimo 3 6.62% 15.95% 12.37% 11.15% 13.94% 12.3670%
58 Geronimo 4 6.62% 9.92% 6.02% 10.92% 6.62% 8.6850%
5C Geronimo 5§ 3.31% 2.93% 1.75% 3.06% 0.18% 2.2935%
50 Geronimo 8 6.62% 2.09% 2.59% 4.26% 1.28% 3.1880%
5E Geronimo 9 6.62% 5.47% 6.65% 6.69% 8.22% 6.7230%
5F Geronimo 10 6.62% 1.42% 2.39% 2.23% 2.08% 2.3455%
5G Geronimo 12 3.31% 1.83% 1.75% 3.06% 0.53% 2.1810%

6 Jade 1 6.62% 7.42% 11.05% 7.29% 13.12% 9.0905%

100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Participation Formula: (5% X Acres) + (15% X Cum Qil) + (25% X QOil Rate) + (40°

% X OOIP) + (15% X Rem. Prim)

Acres = Number of acres within the tract.

Cum Oil = Amount of Primary oil produced as of 6/1/98.

Oil Rate = Average daily production rate from 1/98 through 5/98.

OOIP = Original Qil in Place.

Rem. Prim. = Remaining unproduced primary reserves.
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COPAS—1895

. Recommended by the Councll
Kraftbilt 601-95 BOX 800 of Petroleum Accountants
TULSA, OK 74101 ) Socleties (OP
t EXHIBIT “ E?”
' . ¢
Attached to and made a part of _that certain Unit Operating AGreement dated , 199

relative to the East Shugart Delaware Unit among St. Mary Land & Exploration Company,
as Operator, and Norman Barker, et al., 55 Non-Operators.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

. 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 activities required to handle specific operating conditions and problems for the exploration,
development, production, protection, maintenance, abandonment, and restoration of the Joint Property.

"Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint Operations and that
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.

"Material” shall mean personal property, equipment, supplies, or consumables acquired or held for use on the Joint Property.
"Controllable Material” shall mean Material that at the time is so classified in the Material Classification Manual as most recently
recommended by the Council of Petroleum Accountants Societies (COPAS),

"Parties” shall mean legal entities signatory to the agreement, or their successors or assigns, to which this Accounting Procedure is
attached.

"Affiliate” shall mean, with respect to the Operator, any party directly ot inditectly conteolling, controlled by, or under common
conttol with the Operator.

2. STATEMENTS AND BILLINGS

The Operator shall bill Non-Operators on or before the last day of the month for their proportionate share of the Joint Account for th
preceding month. Such bills shall be accompanied by statements that identify the authority for expenditure, lease or facility, and all
charges and credits summarized by appropriate categories of investment and expense. Controllable Material shall be summarized by
major Material classifications. Intangible drilling costs and audit exceptions shall be separately and clearly identified.

3. ADVANCES AND PAYMENTS BY NON-OPERATORS

A. [If gross expenditures for the Joint Account are expected to exceed $.60,000 . Qf the next succeeding month's operations, the
Operator may require the Non-Operators to advance their shate of the estimated cash outlay for the month's operations. Unless
otherwise provided in the agreement, any billing for such advance shall be payable within 15 days after receipt of the advance
request or by the first day of the month for which the advance is required, whichever is later. The Operator shall adjust each
monthly billing to reflect advances received from the Non-Operators for such month.

B. Each Non-Operator shall pay its proportion of all bills within:ig days of receipt date.If payment is not made within such time,
the unpaid balance shall bear interest compounded monthly using the U.S. Treasury three-month discount rate plus 3% in effect
on the first day of the month for each month thart the payment is delinquent 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. Interest shall begin accruing on the first day of the month i

which the payment was due. *with the exception of advance billings, which are due within
15 days of receipt pursuant to the previous paragraph.

4. ADJUSTMENTS

A. Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof;
however, all bills and statements (including payout status statements) related to expenditures rendered to Non-Operators by the
Operator during any calendar year shall conclusively be presumed to be true and correct after 24 months following the end of an
such calendar year, unless within the said period a Non-Operator takes specific detailed written exception thereto and makes clai
on the Operator for adjustment.

Copyright © 1995 by the Council of Petroleum Accountants Societies.
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B. All adjustments initiated by the Operator except those described in (1) through (4) below are limited to the 24-month period

following the end of the calendar year in which the original charge appeared or should have appeared on the Joint Account

statement or payout status statement. Adjustments made beyond the 24-month period are limited to the following:

(1) a physical inventory of Controllable Material as provided for in Section VII

(2) an offsetting entry (whether in whole or in part), which is the direct result of a specific joint interest audit exception granted
by the Operator relating to another property

(3) a government/regulatory audit

(4) working interest ownership adjustments

5. EXPENDITURE AUDITS

A.

D.

A Non-Operator, upon notice in writing to the Operator and other Non-Operators, shall have the right to audit the Operator's
accounts and records relating to the Joint Account for any calendar year within the 24-month period following the end of such
calendar year; however, conducting an audit shall not extend the time for the taking of written exception to and the adjustment o
accounts as provided for in Paragraph 4 of this Section I. Whete there are two or more Non-Operators, the Non-Operators shall
make every reasonable effort to conduct a joint audit in a2 manner that will result in a minimum of inconvenience to the Operator
The Operator shall bear no portion 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 without prior approval of the Operator, except upon the
resignation or removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit. The lead
audit company's audit report-shall be issued within 180 days after completion of the audit field work; however, the 180-day time
period shall not extend the 24-month requirement for taking specific detailed written exception as required in Paragraph 4.A.
above. All claims shall be supported with sufficient documentation. Failure to issue the report within the prescribed time will
preclude the Non-Operator from taking exception to any charge billed within the time period audited.

A timely filed audit report or any timely submitted response thereto shall suspend the running of any applicable statute of
limitations regarding claims made in the audit report. While any audit claim is being resolved, the applicable statute of limitations

will be suspended; however, the failure to comply with the deadlines provided herein shall cause the statute to commence running
again.

The Operator shall allow or deny all exceptions in writing to an audit report within 180 days after receipt of such report. Denied
exceptions should be accompanied by a substantive response. Failure to respond to an exception with substantive information on
denials within the time provided will result in the Operator paying interest on that exception, if ultimately granted, from the date
of the audit report. The interest charged shall be calculated in the same manner as used in Section 1, Paragraph 3.B.

The lead audit company shall reply to the Operator's response to an audit report within 90 days of receipt, and the Operator shall
reply to the lead audit company's follow-up response within 90 days of receipt. If the lead audit company does not provide a
substantive response to an exception within 90 days, that unresolved audit exception will be disallowed. If the Operator does not

provide a substantive response to the lead auditor’s follow-up response within 90 days, that unresolved audit exception will be
allowed and credit given the Joint Account.

t

The lead audit company or Operator may call an audit resolution conference for the purpose of resolving audit issues/exceptions
that are outstanding at least 18 months after the date of the auditreport. The meeting will require one month's written notice to
the Operator and all audit participants, be held at the Operator's office or other mutually agreed upon location, and require the
attendance of representatives of the Operator and each audit participant responsible for the area(s) in which the exceptions are
based and who have authority to resolve issues on behalf of their company. Any Party who fails to attend the resolution conference
shall be bound by any resolution reached at the conference. The lead audit company will coordinate the response/position of the
Non-Operators and continue to maihtain its traditional role throughout the audit resolution process.

Attendees will make good faith efforts to resolve outstanding issues, and each Party will be required to present substantive
information supporting its position. An audit resolution conference may be held as often as agreed to by the Parties. Issues
unresolved at one conference can be discussed at subsequent conferences until each such issue is resolved.

6. AFFILIATES

Charges to the Joint Account for any services or Materials provided by an Affiliate shall not exceed average commetcial rates for such
services or Materials.

Unless otherwise indicated below, Affiliates performing services or providing Materials for Joint Operations shall provide the Operator
with written agreement to make their records relating to the work performed for the Joint Account available for audit upon request by
a Non-Operator under this Accounting Procedure. These records shall include, but not be limited to, invoices, f:ldd work tickets, ‘
equipment use records, employee time reports, and payroll summaries relating to the work performed for the Joint Account. All audits
will be conducted pursuant to Section [, Paragraph 5.

a , b eetesime tothemvorkperformed by Afilisteswillnot bermede avmilebloforaudir
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7. APPROVAL BY PARTIES
: sixty-five
An affirmative vote of __2 ___ or more Parties having a combined working interest of __ percent 63%) shall be required for

all items in this Accounting Procedure requiring approval by the Parties. This vote shall be tak n wrlt n meeting, ot b
telephone and results shall be bmdmg on all Parties. AlV LeBe kSRt er(mgsby eac Batéyl%)i%é 4
business days. The Operator shall give notice to all Parties of the results.

¢ Operator within two

8. AMENDMENT OF RATES

All rates provided in Fixed Rate (Section 11, Paragraph 1), Facilities (Section IV, Paragraph 1), and/or Overhead (Section V, Paragrapl
1.A.) shall be adjusted each year as of the first day of the production month of April following the effective date of the agreement to
which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the rate currently in use by the

percentage increase or decrease recommended by COPAS each year. The adjusted rates shall be the rates currently in use, plus or
minus the computed adjustment.

The Operator may, at intervals of at least two years, elect to review the costs associated with any fixed rate and calculate a new rate. At
intervals of at least four years, Non-Operators with 50% or more of the Non-Operators' working interest may challenge any rate
subject to this provision provided such chalienge is supported by factual data. If a rate is so challenged, the Operator shall calculate a

new rate. The calculation of any new rate shall be in accordance with COPAS recomimendations or other procedures approvcd by the
Parties. The new tate shall then be-proposed for approval by the Parties.

Il. METHOD OF CHARGES TO JOINT ACCOUNT

The Operator shall charge the Joint Account for the costs of Joint Operations in accordance with only one of the following options. The
method of charges to the Joint Account may be changed if approved by the Parties in accordance with Section 1, Paragraph 7.

=1 1—PIXED N
A fixed rate of $ permeath per active well
Active wells are those wells that qualify for 2 producing dveshead charge-especified in Section V, Paragraph 1.A.(3) of this procedure.

The fixed rate will compensate the OperatoesfoTall costs applicable to Joint Operation py for royalties, ad valorem taxes, and
production/severance taxes paid5y the Operator for the Joint Operations and except downhole well'™o ontrollable Material, and
all projects thae-qualily for drilling, construction, and/or catastrophe overhead as specified in Section V of this procetture
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Costs as specified in Sections 111, IV, and V of this procedure

. COSTS INCURRED ON THE JOINT PROPERTY

The Operator shall charge the Joint Account for the following items less discounts taken, which are incurred on the Joint Property for Joint

Operations. Employees and contract personnel who spend substantially all their time in offices that are not Joint Property are not
chargeable under this Section while working in those offices.

1. RENTALS AND ROYALTIES
Lease rentals and royalties paid by the Operator

2. LABOR

Salaries and wages of the Operator's employees directly employed on the Joint Property in the conduct of Joint Operations or while in
transit to/from the Joint Property, provided such costs are excluded from the calculation of overhead rates in Section V

Other expenses associated with these employees to the extent the employees' salaries and wages are chargeable are also chargeable as
follows:

A. The Operator's cost of holiday, vacation, sickness, and disability benefits and other customary allowances available to all
employees, but specifically excluding severance compensation programs and all employee relocation expenses

Such costs may be charged on a "when and as-paid basis” or by "percentage assessment” on the amount of salaries and wages
chargeable to the Joint Account. If percentage assessment is used, the rate shall be based on the Operator's recent cost experience.

B. Expenditures or contributions made pursuant to assessments imposed by governmental authority incurred by the Operator
associated with salaries, wages, and benefits charged to the Joint Account
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C. Réimbursable travel, meals, and lodging of these employees

D. Government-mandated training

This training charge shall include the wages, salaries, training course cost, and reimbursable travel, meals, and lodging incurred
during the training session. The cost of the training course will be limited to prevailing commercial rates.

E. The Operator's cost of established plans for employees’ benefits as described in COPAS Interpretation No. 11 determined by
applying the employee benefits percent most recently published by COPAS to the chargeable salaries and wages

3. MATERIAL
Materials purchased or furnished by the Operator for use on the Joint Property as provided under Section V1

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

4. TRANSPORTATION

Transportation of company labor, contract personnel, 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 supply store where like Material is normally available, or railway
receiving point nearest the Joint Property, unless agreed to by the Parties.

B. If surplus Material is moved to the Operator's warchouse or other storage point, no charge shall be made to the Joint Account for
a distance greater than the distance to the nearest 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, unless agreed to by the Parties.

C. In the application of subparagraphs A and B above, the option to equalize or charge actual trucking costs is available when the

actual charge is less than the amount most recently reccommended by COPAS, excluding accessorial charges. Examples of
accessorial charges are listed in Bulletin 21.

D. No charge shall be made for transportation costs associated with relocating employecs, including the costs of moving their
household goods and personal effects, unless agreed to by the Parties.

5. SERVICES '

The cost of contract services, equipment, and utilities provided by sources other than the Operator

6. EQUIPMENT FURNISHED BY THE OPERATOR

A. Equipment located on the Joint Property owned by the Operator shall be charged to the Joint Account at the average prevailing
commercial rate for such equipment. If an average commercial rate is used to bill the Joint Account, the Operator shall adequately
document and support such rate and shall periodically review and update the rate.

B. In lieu of charges in Paragraph 6.A. above, or if a prevailing commercial rate is not available, equipment owned by the Operator
will be charged to the Joint Account at the Operator's actual cost. Such costs may include all expenses that would be chargeable
pursuant to this Section III if such equipment were jointly owned, depreciation using straight line depreciation method, interest
on investment (less gross accumulated depreciation) not to exceed 9 _% per annum, and an element of the estimated cost to
dismantle and abandon the equipment. Charges for depreciation will no longer be allowable once the equipment has been fully
depreciated. Actual cost shall not exceed the average prevailing commercial rate.

C. When applicable for Operator-owned or -leased motor vehicles, the Operator shall use rates published by the Petroleum Motor
Transport Association or such other organization recognized by COPAS as the official source of such rates. When such rates are
not available, the Operator shall comply with the provisions of Paragraph A or B above.

7. DAMAGES AND LOSSES TO JOINT PROPERTY

All costs or expenses necessary for the repair or replacement of Joint Property resulting from damages or losses incurred, except those
resulting from the Operator's gross negligence or willful misconduct

8. TAXES AND PERMITS

Al taxes and permits of every kind and nature, including penalties and interest, assessed or levied upon or in connection with the Joint
Property, or the production therefrom, and which have been paid by the Operator for the benefit of the Parties
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If ad valorem taxes paid by the Operator are based in whole or in part upon separate valuations of each Party's working interest, then

notwithstanding any contrary provisions, the charges to Parties will be made in accordance with the tax value generated by each Party «
working interest.

9. INSURANCE
Net premiums paid for insurance required to be carried for the protection of the Parties

If Joint Operations are conducted at locations where the Operator acts as self-insurer, the Operator shall charge the Joint Account
manual rates as regulated by the state in which the Joint Property is located, or in the case of offshore operations, the adjacent state as
adjusted for offshore operations by the U.S. Longshoreman and Harbor Workers (USL&H) or Jones Act surcharge, as appropriate.

10. COMMUNICATIONS

Cost of acquiring, leasing, installing, operating, repairing, and maintaining communication systems

11. ECOLOGICAL AND ENVIRONMENTAL

Costs of surveys as well as pollution containment, actual control, and resulting responsibilities as required by applicable laws or
resulting from statutory regulations

12. ABANDONMENT AND RECLAMATION

Costs incurred for abandonment and reclamation of the joint Property, including costs required by governmental or other regulatory
authority

IV. COSTS INCURRED OFF THE JOINT PROPERTY

The Operator shall charge the Joint Account for the following items, which are incurred off the Joint Property for Joint Operations.

1. FACILITIES

A. PRODUCTION-HANDLING FACILITIES
(1) ALLOCATED

The Operator shall allocate charges to the Joint Account on an equitable and consistent basis for facilities that handle
substances extracted from or injected into the real property subject to the agreement to which this Accounting Procedure is
attached if such facilities are not listed in Paragraph (2) below or covered by a separate facility agreement. Allocable charges
for such facilities that are leased or rented shall be at the Operator's cost. All allocable charges for such facilities owred by the
Operator shall be operating costs as defined in Section I1I incurred on the facility site plus depreciation, interest on
investment (less gross accumulated depreciation) not to exceed 9 % per annum, and estimated dismantling and

abandonment costs. Charges for depreciation will no longer be allowable once the equipment has been fully depreciated. Such
rates shall not exceed average commercial rates prevailing in the area of the Joint Property.

In lieu of charges in Paragraph 1.A.(1) above for Operator-owned facilities, the Operator may elect to charge average
commercial rates prevailing in the immediate area of the Joint Property. If average commercial rates are used, the Operator
shall adequately document and support the rates.

The or shall charge the Joint Account monthly for the following facilities based on the rates and units proyi
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erator shall charge the Joint Account for use of other facilities not covered by Section 1V, Paragraph 1.A. (s
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If the Actual Cost Allocation method is chosen, all allocable charges for such facilities owned by the Operator shall be operating costs
as defined in Section 1l incurred on the facility site plus depreciation, interest on investment (less gross accumulated depreciation) not
to exceed _9 % per annum, and estimated dismantling and abandonment costs. Charges for depreciation will no longer be allowable

once the equipment has been fully depreciated. Such rates shall not exceed average commercial rates prevailing in the area of the Joint
Property.

ECOLOGICAL AND ENVIRONMENTAL

Ecological and environmental costs are those that arise from compliance with governmental or regulatory requirements or prudent
operations. These costs that are incurred off the Joint Property shall be

allocated directly to the Joint Account
U included in the Overhead rates provided in Section V

LEGAL EXPENSE

The Operator may not charge for services of the Operator's legal staff or fees and expense of outside attorneys unless approved by the
Parties in writing. Other expenses of handling, setding, or otherwise discharging litigation, claims, liens, title examinations, and
curative work necessary to protect or recover the Joint Property shall be chargeable.

TRAINING '

Training mandated by governmental authorities for those employees who would be chargeable to the Joint Account under Section 1,
Paragraph 2, of this Accounting Procedure if they were not attending the training shall be chargeable to the Joint Account. This
training charge shall include costs as defined in Section 111, Paragraph 2.D. but incurred off the Joint Property.

ENGINEERING, DESIGN, AND DRAFTING

Engineering, design, and drafting costs associated with major construction or catastrophes, as defined in Section V, Paragraph 2, of this
Accounting Procedure, may be charged to the Joint Account only when the Operator elects to charge overhead for major construction
or catastrophes per Section V, Paragraph 2.B. Such charges shall be determined in a manner consistent with those defined in Section
111, Paragraphs 2 and 5.

V. OVERHEAD

The Operator shall be compensated for costs not chargeable in Section I1I (Costs Incurred On The Joint Property) or Section IV (Costs
Incurred Off The Joint Property) that are incurred in connection with and in support of Joint Operations. -

1.

OVERHEAD—DRILLING AND PRODUCING OPERATIONS

As compensation for overhead in connection with drilling and producing operations, the Operator shall charge on either a
X Fixed Rate Basis, Paragraph 1.A., or

A. OVERHEAD—FIXED RATE BASIS
(1) The Operator shall charge the Joint Account at the following rates per well month:
Drilling well rate per month $ 5000.00 (Prorated for less than a full month)
Producing well rate per month $_322.00 '
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(2) Application of overhead—dirilling well rate shall be as follows:

(a) Charges for onshote drilling wells shall begin on spud date and terminate on the date the drilling or completion
equipment is released, whichever occurs later. Charges for offshore drilling wells shall begin on the date drilling or
completion equipment arrives on location and terminate on the date the drilling or completion equipment moves off
location or the rig is released, whichever occurs first. No charge shall be made during suspension of drilling or
completion operations for 15 or more consecutive calendar days.

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

(3) Application of overhead—producing well rate shall be as follows:
{a) An active well completion for any portion of the month shall qualify for a one-well charge for the entire month. An
active completion is one that is
[1] produced,
[2) injected into for recovery or disposal, or
(3] used to obtain a water supply to support production operations.

(b) Each active completion in a multi-completed well in which production is not commingled downhole shall qualify for a
one-well charge providing each completion is considered a separate well by the governing regulatory authority.

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

(d) All wells not meeting the criteria set forth in this Paragraph A (3) (a), (b), or (c) shall not qualify for a producing
overhead charge.

B —OVERHEAD—=PEREENTAGEBASIS
Jhe Operator shall charge the Joint Account at the following rates:
{a) ~Rgvelopment rate percent (__%) of the cost of development of the Joint Property exclusjyef costs
provited under Section IV, Paragraph 3 and all salvage credits.

(b) Operating rate percent (___%) of the cost of operating the Joint Properfy exclusive of costs provided
under Section 111, Paragraph{ and Section IV, Paragraph 3; all salvage credits; sheValue of injected substances purchased

for secondary recovery; and all txegand assessments that are levied, assessad;and paid upon the mineral interest in and
to the Joint Property

(2) Application of overhead—percentage basis shall be as follgmag
(a) Development shall include all costs in connectjprrvith !
[1] drilling, redrilling, plugging back, opd€epening of any or all reljs

(2] workover operations requiriggperiod of five consecutive work dapsag more on any or all wells
(3] preliminary expenditypesTiecessary in preparation for drilling
[4] expenditures incurfed in abandoning when the well is not completed as a produc

(5] original cerfStruction or installation of fixed assets, expansion of fixed assets, and any offresproject clearly discernible
rfixed asset, except major construction as defined in Section V, Paragraph 2

b) Operating shall include all other costs in connection with Joint Operations except that catastrophe costs shall be~assessed
a : d - idad-is HP ¥ 2 » DU | e | L '
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OVERHEAD--MAJOR CONSTRUCTION AND CATASTROPHES -- TO BE NEGOTIATED

fixed assets as required for the development and op

the dismantling for abandonment of

expansion® ffation of the

Joint Property.

Catastrophe is defined as a calamitous eventbri
expenditures in excess of $
damage.

ing damage, loss, or destruction sess

: ng from a single occurrence requiring
to restore the Joint PTopecty to the equi

t condition that existed prior to the event causing the

To compensate the Operator for overhegd-eosts incurred in connection with major construetign and catastrophes, the Operator shall
cither negotiate a rate prior tg begifining the work or shall charge the Joint Account for overhead Basedwaq the following rates:

A. If the-OPerator absorbs engineering, design, and drafting costs related to the project, the overhead assessment will bé % of

-Pre OIS




assessment'y

For each project, the Operator shall provide advance notice TorthaMemzQperators in writing if option A or B above will be used for
calculating construction or catastrophe avesheadFor purposes of calculating overhigqtthe<ast of drilling and workover wells shall be
excluded and catastsopheeXpenditures to which these rates apply shall not be reduced by insurance recoveries-Sveshead assessed unde
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Vi. MATERIAL PURCHASES, TRANSFERS, AND DISPOSITIONS

The Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for direct purchases, transfers

and dispositions. The Operator normally provides all Material for use on the Joint Property but does not warrant the Material furnished. A:
the Operator’s option, Material may be supplied by Non-Operators.

1. DIRECT PURCHASES

Direct purchases shall be charged to the Joint Account at the price paid by the Operator after deduction of all discounts received. A
direct purchase is determined to occur when an agreement is made between an Operator and a third party for the acquisition of
Materials for a specific well site or location. Material provided by the Operator under "vendor stocking programs,” where the initial use
is for a Joint Property and title of the Material does not pass from the vendor until usage, is considered a direct purchase. If Material is
found to be defective or is returned to the vendor for any other reason, credst shall be passed to the Joint Account when adjustments
have been received by the Operator from the manufacturer, distributor, or agent.

2. TRANSFERS

A transfer is determined to occur when the Operator furnishes Material from its storage facility or from another operated property.
Additionally, the Operator has assumed liability for the storage costs and changes in value and has previously secured and held title to
the transferred Material. Similarly, the removal of Material from a Joint Property to the Operator's facility or to another operated

property is also considered a transfer. Material that is moved from the Joint Property to a temporary stotage location pending
disposition may remain charged to the Joint Account and is not considered a transfer.

A. PRICING

The value of Material transferred to/from the Joint Property should generally reflect the market value on the date of transfer.
Transfers of new Material will be priced using one of the following new Material bases:

(1) Published prices in effect on the date of movement as adjusted by the appropriate COPAS Historical Price Multiplier (HPM)
or prices provided by the COPAS Computerized Equipment Pricing System (CEPS)

The HPMs and the associated date of published price to which they should be applied will be published by COPAS

periodically. .

{a) For oil country tubulars and line pipe, the published price shall be based upon eastern mill (Houston for special end)
carload base prices effective as of the date of movement, plus transportation cost as defined in Section V1, Paragraph 2.B.

(b) For other Material, the published price shall be the published list price in effect at the date of movement, as listed by a

supply store nearest the Joint Property or point of manufacture, plus transportation costs as defined in Section V1,
Paragraph 2.B. -

(2) A price quotation that reflects a current realistic acquisition cost may be obtained from a supplier/manufacturer.

(3) Historical purchase price may be used, providing it reflects a current realistic acquisition cost on the date of movement.
Sufficient price documents should be available to Non-Operators for purposes of verifying Material transfer valuation.

(4) As agreed to by the Parties

B. FREIGHT
Transportation costs should be added to the Material transfer price based on one of the following:
(1) Transportation costs for oil country tubulars and line pipe shall be calculated using the distance from eastern mill to the

railway receiving point nearest the joint Property based on the carload weight basis as recommended by COPAS in Bulletin
21 and current interpretations.

(2) Transportation costs for special mill items shall be calculated from that mill's shipping point to the railway receiving point
nearest the Joint Property. For transportation costs from other than eastern mills, the 30,000-pound Specialized Motor
Carriers interstate truck rate shall be used. Transportation costs for macaroni tubing shall be calculated based on the
Specialized Motor Carriers rate per weight of tubing transferred to the railway receiving point nearest the Joint Property.

(3) Transportation costs for special end tubular goods shall be calculated using the 30,000-pound Specialized Motor Carriers
interstate truck rate from Houston, Texas, to the railway receiving point nearest the Joint Property.
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Transportation costs for Material other than that described in Section V1, Paragraphs 2.B(1) through (3), if applicable, shall

be calculated from the supply store or point of manufacture, whichever is appropriate, to the railway receiving point nearest
the Joint Property.

C. CONDITION

D.

n

2)

®3)

(4)

(5)

Condition "A"~~New and unused Material in sound and serviceable condition shall be charged at one hundred percent of the
price as determined in Section V1, Paragraphs 2.A and B. Material transferred from the Joint Property that was not placed in
service on the Joint Property shall be credited as charged without gain or loss. Any unused Material that was charged to the
Joint Account through a direct purchase will be credited to the Joint Account at the original cost paid. All refurbishing costs
necessaty to correct handling or transportation damages and other related costs will be borne by the divesting property. The
Joint Account is responsible for Material preparation, handling, and transportation costs for new and unused Material
charged to the property cither through a direct purchase or transfer. Any preparation costs performed, including any internal
or external coating and wrapping, will be credited on new Material provided these costs were not repeated for the receiving

property.

Condition "B"—Used Material in sound and serviceable condition and suitable for reuse without reconditioning shall be
priced at the condition percentage most recently recommended by COPAS times the price determined by the pricing

guidelines in Section V1, Paragraphs 2.A and B. Any cost of reconditioning to return the Material to Condition B will be
absorbed by the divesting property. :

If the Material was originally charged to the Joint Account as used Material and placed in service on the Joint Property, the
Material will be credited at the condition percentage most recently recommended by COPAS times the price as determined in
Section VI, Paragraphs 2.A and B.

Used Material transferred from the Joint Property that was not placed in service on the property shall be credited as charged
without gain or Joss.

Condition "C"—Material that is not in sound and serviceable condition and not suitable for its original function until after
reconditioning shall be priced at the condition percentage most recently recommended by COPAS times the price determined
in Section V1, Paragraphs 2.A and B. The cost of reconditioning shall be charged to the receiving property provided
Condition C value, plus cost of reconditioning, does not exceed Condition B value.

Condition "D"—Other Material that is no longer suitable for its original purpose but usable for some other purpose is
considered Condition D Material. Included under Condition "D" is also obsolete items or Material that does not meet
original specifications but still has value and can be used in other services as a substitute for items with different specifications.
Due to the condition or value of other used and obsolete items, it is not possible to price these items under Section Vi,
Paragraph 2.A. The price used should result in the Joint Account being charged or credited with the value of the service
rendered or use of the Material. In some instances, it may be necessary or desirable to have the Material specially priced as
agreed to by the parties.

Condition "E"—]Junk shall be priced at prevailing scrap value prices.

OTHER PRICING PROVISIONS

(1)

03]

Preparations Costs

Costs incurred by the Operator in making Material serviceable including inspection, third party surveillance services, and
other similar services will be charged to the Joint Account at prices reflective of the Operator's actual costs of the services.
Documentation must be retained to support the cost of service. New coating and/or wrapping may be charged per Section VI,

Paragraph 2.A.

Loading and Unloading Costs
Loading and unloading costs related to the movement of the Material to the Joint Property shall be charged in accordance
with the methods specified in COPAS Bulletin 21.

DISPOSITION OF SURPLUS

Surplus Material is that Material, whether new or used, that is no longer required for Joint Operations. The Operator may purchase,
but shall be under no obligation to purchase, the interest of the Non-Operator in surplus Material.

Dispositions for the purpose of this procedure are considered to be the relinquishment of title of the Material from the Joint Property
to either a third party, a Non-Operator, or to the Operator. To avoid the accumulation of surplus Materials, the Operator should make
good faith efforts to dispose of surplus within 12 months through buy/sale agreements, trade, sale to a third party, division in-kind, or
other dispositions as agreed to by the Parties.

An Operator may, through a sale to an unrelated third party or entity, dispose of surplus Material having a gross sale value that is less
than or equal to the Operator’s expenditure limit as set forth in the Operating Agreement to which this Accounting Procedure is
attached without the prior approval of the Non-Operator. If the gross sale value exceeds the Operating Agreement expenditure limit,
the disposal must be agreed to by the Parties.

The Operator may dispose of Condition D and E Material under procedures normally utilized by the Operator without prior approval.
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4. SPECIAL PRICING PROVISIONS

A. PREMIUM PRICING

Whenever Material is not readily replaceable due to 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 use and to billing Non-Operators for such Material. During premium
pricing periods, each Non-Operator shall have the right to furnish in-kind all or part of his share of such Material suitable for use
and acceptable to the Operator by so electing and notifying the Operator within ten days after receiving notice from the Operator.

SHOP-MADE ITEMS

Shop-made items may be priced using the value of the Material used to construct the item plus labor costs. If the Material is from
a scrap or junk account, the Material may be priced at either 25% of the current price as determined in Section V1, Paragraph 2.A,
ot scrap value, whichever is higher, plus estimated labor costs to fabricate the item.

MILL REJECTS
Mill rejects purchased as "limited service” casing or tubing shall be priced at 80% of K-55/J-55 price as determined in Section VI,

Paragraphs 2.A and B. Line pipe converted to casing or tubing with casing or tubing couplings attached shall be priced as K-55/]-
55 casing or tubing at the nearest size and weight.

Vil. INVENTORIES OF CONTROLLABLE MATERIAL

The Operator shall maintain records of Controllable Material charged to the Joint Account, as defined in the COPAS Material
Classification Manual, with sufficient detail to perform the physical inventories requested unless directed otherwise by the Non-Operators.

Adjustments to the Joint Account by the Operator resulting from a physical inventory of jointly owned Controllable Material are limited to
the six months following the taking of the inventory. Charges and credits for overages or shortages will be valued for the Joint Account
based on Condition B prices in effect on the date of physical inventory and determined in accordance with Section V1, Paragraphs 2.A. and

1.

. B, unless the inventorying Parties can prove another Material condition applies.

DIRECTED INVENTORIES

With an interval of not less than five years, physical inventories shall be performed by the Operator upon written request of a majority
in working interests of the Non-Operators.

B.

C.

Expenses of directed inventories will be borne by the Joint Account and may include the following:
A

Audit per diem rate for each inventory person in line with the auditor rates determined, adjusted, and published each April by

COPAS

L]

The per diem should also be applied to a reasonable number of days for pre-inventory work and for report preparation. The
amount of time required for this additional wotk may vary from inventory to inventory.

Actual travel including Operator-provided transportation and personal expenses for the inventory team

Reasonable charges for report typing and processing

The Operator is expected to exercise judgment in keeping expenses within reasonable limits. Unless otherwise agreed, costs associated
with any post-report follow-up work in settling the inventory will be absorbed by the Non-Operator incurring such costs. Any
anticipated disproportionate costs should be discussed and agreed upon prior to commencement of the inventory.

When directed inventories are petformed, all Parties shall be governed by such inventory.

2. NON-DIRECTED INVENTORIES

A

OPERATOR INVENTORIES

Periodic physical inventories that are not requested by the Non-Operator may be performed by the Operator at the Operator's
discretion. The expenses of conducting such Operator inventories shall not be charged to the Joint Account.

NON-OPERATOR INVENTORIES

Any Non-Operator(s) may conduct a physical inventory at reasonable times with prior notification to the Operator. Such
inventories shall be conducted at the sole cost and risk of the participating Non-Operator(s).

OTHER INVENTORIES ,
Other physical inventories may be taken whenever there is any sale or change of interest. When possible, the selling Party should
notify all other owners 30 days prior to the anticipated closing date. When there is a change in Operator of the Joint Property, an

inventory by the former and new Operator should be taken. The expenses of conducting such other inventories shall be charged to
the Joint Account.

10



EXHIBIT “F”

ATTACHED TO AND MADE A PART
OF THE
UNIT OPERATING AGREEMENT

EAST SHUGART (DELAWARE) UNIT
EDDY AND LEA COUNTIES, NEW MEXICO

Insurance

At all times while operations are conducted hereunder, Operator shall carry insurance of
the types and in the maximum amounts as follows:

a. Workers’ Compensation Insurance in full compliance with all Statutory limits.

b. Employer's Liability Insurance in the limits of $500,000 per accident covering
injury or death to any employee that may be outside the scope of the Workers’
Compensation statute of the state in which the work is performed.

c. Commercial General Liability (CGL) Insurance in the limits of $5,000,000 for any
one occurrence. If such CGL contains an aggregate limit, it shall apply
separately to this project and shall cover liability arising from premises,
operations, including completion operations, independent contractors, products-
completed operations, property damage per occurrence for blowout, cratering,
underground resources, equipment damage, pollution coverage for oil and gas
operations, personal injury and broad form contractual liability with respect to any
contract into which the operator may enter under the terms of this agreement.

d. Business Auto Policy covering owned, non-owned, and hired automotive
equipment with limits of not less than $1,000,000 for any one accident combined
single limit bodily injury and property damage liability.

All such insurance shall be carried by an acceptable insurer or insurers, shall be
maintained in full force and effect during the terms of this agreement, and shall not be
canceled, altered or amended without 30 days prior written notice having first been
furnished the state of New Mexico and all non-operating parties. Operator agrees to
have its insurance carrier furnish non-operating parties certificates of insurance
evidencing such insurance coverages as required above upon request.

This insurance shall be primary to any insurance carried by non-operating working
interest owners. Operator and non-operating working interest owners agree to mutually
waive subrogation in favor of each other in all insurance carried by each party and/or to
obtain such waiver from the insurance carrier if so required by the insurance contract.

Operator carries Control of Well Insurance covering expenses involved in controlling a
blowout, the expense of redrilling, and certain other related costs. This insurance shall
cover non-operating working interest owners and shall be billed to the joint account.

If any non-operating working interest owner elects not to be covered by Operator's
Control of Well Insurance, he will notify Operator in writing within ten (10) days of
execution of this agreement and furnish Operator a Certificate of Insurance for Well
Control coverage in an amount not less than $3,000,000 per occurrence. Such
insurance shall be maintained in force at all times prior to termination of this Operating
Agreement.

Operator shall carry such other insurance as may be mutually agreed upon by all
parties.

s:\lynne\unit oa insurance exhibit
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NOTE: Instructions For Use of Gas Balancing COPYRIGHT 1992 — ALL RIGHTS RESERVED

Agreement MUST be reviewed before finalizing this

document.
EXHIBIT 'G”
GAS BALANCING AGREEMENT ("AGREEMENT"™)
ATTACHED TO AND MADE PART OF THAT CERTAIN
OPERATING AGREEMENT DATED

BY AND BETWEEN _St. Mary land & Exploration Company, as Qperator
AND . ("OPERATING AGREEMENT" )
RELATING TO THE East Shugart Delaware Unit AREA,

Eddy and Lea CEERRPAIHENR, STATE OF NEW MEXICQ

COUNTIES

1. DEFINITIONS

The following definitions shall apply to this Agreement:

1.01 “Arm’'s Length Agreement” shall mean any gas sales agreement with an unaffiliated purchaser or any gas sales
agreement with an affiliated purchaser where the sales price and delivery conditions under such agreement are
representative of prices and delivery conditions existing under other similar agreements in the area between
unaffiliated parties at the same time for natural gas of comparable quality and quantity.

1.02 "Balancing Area” shall mean (select one):

Kl each well subject to the Operating Agreement that produces Gas or is allocated a share of Gas production. If a
single well is completed in two or more producing intervals, each producing interval from which the Gas
production is not commingled in the wellbore shall be considered a separate well.

B'-auef-dxe-ac:eage-anddepths.subj-ea-m-tbe.Operaiag_Ag-reemem.

O

1.03 "Full Share of Current Production” shall mean the Percentage Interest of each Party in the Gas actually produced
from the Balancing Area during each month.
1.04 "Gas” shall mean all hydrocarbons produced or producible from the Balancing Area, whether from a well classified
as an oil well or gas well by the regulatory agency having jurisdiction in such matters, which are or may be made
available for sale or separate disposition by the Parties, excluding oil, condensate and other liquids recovered by
field equipment operated for the joint account. "Gas” does not include gas used in joint operations, such as for fuel,
recycling or reinjection, or which is vented or lost prior to its sale or delivery from the Balancing Area.
1.05 "Makeup Gas” shall mean any Gas taken by an Underproduced Party from the Balancing Area in excess of its Full
Share of Current Production, whether pursuant to Section 3.3 or Section 4.1 hereof,
1.06 "Mcf” shall mean one thousand cubic feet. A cubic foot of Gas shall mean the volume of gas contained in one cubic
foot of space at a standard pressure base and at a standard temperature base.
1.07 "MMBtu" shall mean one million British Thermal Units. A British Thermal Unit shall mean the quantity of heat
required to raise one pound avoirdupois of pure water from 58.5 degrees Fahrenheit to 59.5 degrees Fahrenheit at a
constant pressure of 14.73 pounds per square inch absolute. ,
1.08 “Operator” shall mean the individual or entity designated under the terms of the Operating Agreement or, in the
event this Agreement is not employed in connection with an operating agreement, the individual or entity
designated as the operator of the well(s) located in the Balancing Area.

1.09 “Overproduced Party” shall mean any Party having taken a greater quantity of Gas from the Balancing Area than
the Percentage Interest of such Party in the cumulative quantity of all Gas produced from the Balancing Area.

1.10 "Overproduction” shall mean the cumulative quantity of Gas taken by a Party in excess of its Percentage Interest in
the cumulative quantity of all Gas produced from the Balancing Area.

1.11 "Party” shall mean those individuals or entities subject to this Agreement, and their respective heirs, successors,
transferees and assigns.

1.12 "Percentage Interest” shall mean the percentage or decimal interest of each Party in the Gas produced from the
Balancing Area pursuant to the Operating Agreement covering the Balancing Area.

1.13 "Royalty” shall mean payments on production of Gas from the Balancing Area to all owners of royalties, overriding
toyalties, production payments or similar interests.

1.14 "Underproduced Party” shall mean any Party having taken a lesser quantity of Gas from the Balancing Area than
the Percentage Interest of such Party in the cumulative quantity of all Gas produced from the Balancing Area.

1.t5 "Underproduction” shall mean the deficiency between the cumulative quantity of Gas taken by a P'mz and its
Percentage Interest in the cumulative quantity of all Gas produced from the Balancing Area. i

116 3 (Optional) “"Winter Period” shall mean the month(s) of November and December in one
calendar year and the month(s) of January and February in the succeeding calendf;}l‘ year.

2. BALANCING AREA oy
2.1 If this Agreement covers more than one Balancing Area, it shall be applied as if each Balancing Area wc:f:é covered

by separate but identical agreements. All balancing hereunder shall be on the basis of Gas taken from the Balagéi \g Area

measured in XARSHABARE Mcfs XXKXK&X&EKX&XM *T |
2.2 In the event that all or part of the Gas deliverable from a Balancing Area is or becomes subject to on"ev(ilr mote
maximum lawful prices, any Gas not subject to price controls shall be considered as produced from a smgle Bala!lcm Area

and Gas subject to each maximum lawful price category shall be considered produced from a separate Balandmg Area.! ﬁ

3. RIGHT OF PARTIES TO TAKE GAS Ay
3.1 Each Party desiring to take Gas will notify the Operator, or cause the Operator to be notlflc: ey
nominated, the name of the transporting pipeline and the pipeline contract .number (if available) and‘ meter skauon relatmg

to such delivery, sufficiently in advance for the Operator, actmg with reasonable diligence, to meet atlli momination.and other.

-1-



A.A.P.L. FORM 610-E - GAS BALANCING AGREEMENT - 1992

H)
i1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47

49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74

requirements. Operator is authorized to deliver the volumes so nominated and confirmed (if confirmation is required) to the
transporting pipeline in accordance with the terms of this Agreement.

3.2 Bach Party shall make a reasonable, good faith effort to take its Full Share of Current Production each month, to the
extent that such production is required to maintain leases in effect, to protect the producing capacity of a well or reservoir, to
preserve correlative rights, or to maintain oil production.

3.3 When a Panty fails for any reason to take its Full Share of Current Production (as such Share may be reduced by the
right of the other Parties to make up for Underproduction as provided herein), the other Parties shall be entitled to take any
Gas which such Party fails to take. To the extent practicable, such Gas shall be made available initially to each Underproduced
Party in the proportion that its Percentage Interest in the Balancing Area bears to the total Percentage Interests of all
Underproduced Parties desiring to take such Gas. Hf all such Gas is not taken by the Underproduced Parties, the portion not
taken shall then be made availabie to the other Parties in the proportion that theit respective Percentage Interests in the
Balancing Area bear to the total Percentage Interests of such Parties.

34 All Gas taken by a Party in accordance with the provisions of this Agreement, regardless of whether such Party is
underproduced or overproduced, shall be regarded as Gas taken for its own account with title thereto being in such taking
Party.

3.5 Notwithstanding the provisions of Section 3.3 hereof, no Overproduced Party shall be entitled in any month to take any
Gas in excess of three hundred percent (3009%) of its Percentage Interest of the Balancing Area’s then-current Maximum
Monthly Availability; provided, however, that this limitation shalt not apply to the extear that it would preclude production
that is required to maintain leases in effect, to protect the producing capacity of a well or reservoir, 0 presecve correlative
rights, or to maintain oil production. "Maximum Mouothly Avaitability™ shall mean the maximum average monihly rate of
production at which Gas can be delivered from the Balancing Area, as determined by the Operator, considering the maximum
efficient well rate for each well within the Balancing Area, the maximum allowable(s) set by the appropriate regulatory agency,
mode of operation, production facility capabilities and pipeline pressures.

3.6 In the event that a Party fails to make arrangements to take its Full Share of Current Production required o be
produced to maintain leases in effect, to protect the producing capacity of a well or reservoir, to preserve correlative rights, or
to maintain oil production, the Operator may sell any part of such Party’s Full Share of Current Production that such Party fails
to take for the account of such Party and render to such Party, on a current basis, the full proceeds of the sale, less any
reasonable marketing, compression, treating, gathering or transportation costs incurred directly in connection with the sale of
such Full Share of Curtent Production. In making the sale contemplated herein, the Operator shall be obligated only to obtain
such price and conditions for the sale as are reasonable under the circumnstances and shall not be obligated to share any of its
markets. Any such sale by Operator under the terms hereof 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
year. Notwithstanding the provisions of Article 3.4 hereof, Gas sold by Operator for a Party under the provisions hereof shall
be deemed to be Gas taken for the account of such Party.

4. IN-KIND BALANCING
4.1 liffective the first day of any calender month following at least thirty 30 days’ prior

written notice to the Operator, any Underproduced Party may begin taking, in addition to its Full Share of Current
Production and any Makeup Gas taken pursuant to Section 3.3 of this Agreement, a share of current production determined
by muitiplying fifty percent (—30 %) of the LFull Shares of Current Production of ali Overproduced Parties by
a fraction, the numerator of which is the Percentage Interest of such Underproduced Party and the denominator of which
is the total of the Percentage Interests of all Underproduced Parties desiring to take Makeup Gas. In no event will an
Overproduced Party be required to provide more than ity percent (=~ %) of its Full Share of Current
Production for Makeup Gas. The Operator will promptly notify all Overproduced Parties of the election of an Underproduced
Party to begin taking Makeup Gas.

412 K (Optional - Seasonal Limitation on Makeup - Option 1) Nowwithstanding the provisions of Section 4.|,.(he
average monthly amount of Makeup Gas taken by an Uanderproduced Party during the Winter Period pursuant to Section 4.1

shall n(tg( exceed the average monthly amount of Makeup Gas taken by such Underproduced Party during the
our

( )} months immediately preceding the Winter Period.

42 @(Xﬂxiiiﬁiak~§MWKWKWWXXXX&Xmmmm&wnxx&xmmmxxmx HAXKRX
X)XXXK&MXKX’)(n{?\)"ﬁxK&X]ﬁimx&xm@ﬁﬁxmXﬁﬂﬁmmﬂmxmm}mmxxxxmmxx
SEEF R ERE AKX AR KK E KX KKK HCAR HRX OENRXK

43 Kl (Opdonal) Notwithstanding any other provision of this Agreement, at such time and for so long as Operator, or
(insofar as concerns production by the Operator) any Underproduced Party, determioes in good faith that an Overproduced
Party has produced all of its share of the ultimately recoverable reserves in the Balancing Area, such Overproduced Party may

be required to make available for Makeup Gas, upon the demand of the Operator or any Underproduced Party, up to
one hundre

percent (" %) of such Overproduced Party’s Full Share of Current Production.
5. STATEMENT OF GAS BALANCES
5.1 The Operator will maintain appropriate accounting on a monthly and cumulative basis of the volum?{ {{étfl 96‘}'1
Party is entitled to receive and the volumes of Gas actually taken or sold for each Party's account. Within ¥ EX days

after the month of production, the Operator will furnish a statemenc for such month showing (1) each Party’s Full Share of
Current Production, (2) the total volume of Gas actually taken or sold for each Party’s account, (3) the difference Between
the volume taken by each Party and that Party's Full Share of Curtent Production, (4) the Overproduczmn or
Underproduction of each Party, and (3) other data as recommended by the provisions of the Council of Petroleum
Accountants Societies Bulletin No. 24, as amended or supplemented hereafter. Each Party taking Gas will promptly pmv;(le 0
the Operator any data required by the Operator for preparation of the statements required hereunder. ) ,
5.2 If any Party fails to provide the data required herein for four (4) consecutive production months, the ()pqrat‘nr or
where the Operator has failed to provide data, another Party, may audit the production and Gas sales and transpprtation
volumes of the non-reporting Party to provide the required data. Such audit shall be conducted only after reasonable hotice and
during normal business hours in the office of the Party whose records are being audited. All costs assucmted wnh s,uch audit
will be charged to the account of the Party failing to provide the required data. A vy |
6. PAYMENTS ON PRODUCTION Ty

6.1 Each Party taking Gas shall pay or cause to be paid all production and severance taxes due on all ‘\{qumﬁﬁg Gas
actually taken by such Party.
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snnass—towhom acconatable_as-if such-Ps ere_taking ite Eull Share of Current Production—aand-oaly_its E G re—gp
Current Production.

621 0 (Optional - For use only with Section 6.2 - Alernative 1 - Entitlement) Uppn-wfitten request of a Party
taking less than its Full Share of Current Production in a given moath (“Current Underproducer”), any Party taking more than
its Full Share of Current Production in such month ("Current Ovesproducer”™) will pay to such Current Underproducer an
amount each month equal to the Royalty percentage proceeds received by the Current Overproducer for that portion of
the Current Underproducer’s Full Share-efCurrent Production taken by the Current Overproducer; provided, however, that
such payment will not_exceed-the Royalty percentage that is common to all Royalty burdens in the Balancing Area. Payments
made pursnaat—To this Section 6.2.1 will be deemed payments to the Underproduced Party’s Royalty owners for purposes of

6.2 B (Alternative 2 - Sales) Fach Party shall pay or cause to be paid Royalt‘y due with respect to Royalty owners to
whom it is accountable based on the volume of Gas actually taken for its account.

6.3 In the event that any governmental authority requires that Royalty payments be made on any other basis than that
provided for in this Section 6, each Party agrees to make such Royalty payments accordingly, commencing on the effective date
required by such governmental authority, and the method provided for herein shall be thereby superseded.

7. CASH SETTLEMENTS

7.1 Upon the earlier of the plugging and abandonment of the last producing interval in the Balancing Area, the termination
of the Operating Agreement or any pooling or unit agreement covering the Balancing Area, or 2t any time no Gas is taken
from the Balancing Area for a period of twelve (12) consecutive months, any Party may give written notice calling for cash
settlement of the Gas production imbalances among the Parties. Such notice shall be given to all Parties in the Balincing Area.

7.2 Within sixty (60) days after the notice calling for cash settlement under Section 7.1, the Operator will distribute to cach
Party a Final Gas Settlement Statement detailing the quantity of Overproduction owed by each Overproduced Party to each
Underproduced  Party  and  identifying  the month to which  such  Overproduction is  attributed, pursuant  to  the
methodology ser out in Section 7.4.

Dicoct Pa o-P4 sttlenar ichin—si Q
Statement, each UV sed_Party will pay to each Underproduced Party entitled to settlement the appropriate cash

settlement, accompanied by appropriate acconm stail At the time of payment, the Overproduced Party will notify the

7.3 BX (Alkernative 2 - Settlement Through Operator) Within sixty (60) days after receipt of the Final Gas Settlement
Statemnent, each Overproduced Party will send its cash settlement, accompanied by appropriate accounting detail, to the
Operator. The Operator will distribute the monies so received, along with any settlement owed by the Operator as an
Overproduced Party, to each Underproduced Party to whom settlement is due within ninety (90) days after issuance of the
Final Gas Settlement Statement. In the event that any Overproduced Party fails to pay any settlement due hereunder, the
Operator may turn over responsibility for the collection of such settlement to the Party to whom it is owed, and the Operator
will have no further responsibility with regard to such settlement.

7.3.1 BX(Optional - For use only with Section 7.3, Alternative 2 - Settlement Through Operator) Any Party shall have
the right at any time upon thirty (30) days’ prior written notice to all other Parties to demand that any settlements due such
Party for Overproduction be paid directly to such Party by the Overproduced Party, rather than being paid through the
Operator. In the event that an Overproduced Party pays the Operator any sums due to an Underproduced Party ac any time
after thirty (30) days following the receipt of the notice provided for herein, the Overproduced Party will continue to be liabie
to such Underproduced Party for any sums so paid, until payment is actually received by the Underproduced Party.

7.4 X (Alternative | - Historical Sales Basis) The amount of the cash settlement will be based on the proceeds
received by the Overproduced Party under an Arm's Length Agreement for the Gas taken from time to time by the
Overproduced Party in excess of the Overproduced Party's Full Share of Current Production. Any Makeup Gas taken l)y the
Underproduced Party prior to monetary settlement hereunder will be applied to offset Overproduction chronologically in the
order of accrual.

7.4 ﬂXXXXWKIX‘K?XXXXmmxﬂﬂﬂ(x&&xuééﬁxmﬁXXIXNKKKKHKX&HXX&(KMWXQ{KX)XHMXX\XHXX;X‘K&X'KKX
P88 0. L0901 0:047:0.913.0, 0300 119 LAIE CONOI NN L0.1 80,89, 03:0034:1:9:9.910, 1900 6.1 0.9 €:80:0.0.0:2.0.8,3.6:0:0.0: 309
LK XDGX S KA ROOR K B X KX R0 XU 0K b BRI R B XIR I KX R0 MSE X X Mo B R R PR HEX B0, X 30 X X B RO XK MK KRN X
DHXHX AXHKQRCHGRUEK R KKK KKK KX R KERE K HEX XX NR AN XRK KK XK KATSHGRN KK BN K K KX X
PO TN G DA 0L 2 9:0.0:89.0.0. 1.2 880, 0.6 009, $A RO ERE.1,8.0:0.90. 119G R LA KLU SR T PR H OO NS RET 0. o
b1 1,0.0;D:0, (-G 4

7.5 The values used for calculating the cash settdement under Section 7.4 will include all proceeds received for the sale of the
Gas by the Overproduced Party calculated at the Balancing Area, after deducting any production or severance taxes paid and any
Royalty actually paid by the Overproduced Party to an Underproduced Party’s Royalty owner(s), to the extent said payments
amounted to a discharge of said Underproduced Party's Royalty obligation, as well as any reasonable marketing, compression,
treating, gathering or transportation costs incurred directly in connection with the sale of the Overproduction.

751 [E)Q'WX::‘{XXXXXMWWX&KWWWXXMWXKXXXWXXXWXXXXX&XXX}Q%
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XERIOH R Kol L HGUR I KPUKOE AN XX 5o od p B XX K R 3K HOHEA K KR XDEX RaXiFeX XXX KB K XH KN X X 36K XK (X% 00 MK XN
anxmxmxmukﬁxmmmxm(mmmx&xmmxmmmmmxmmmg&xmmxxxmé

p.4,5.0:0.0,0°1,1.0.1
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7.6 To the extent the Overproduced Party did not sell all Overproduction under an Arm's lengtlL Aé?eé#\g:t the cash

settlement will be based on the weighted average price received by the Qverproduced Party for a W gas snld rom the

W

i
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Balancing Area under Arm’s Length Agreements during the months to which such Overproduction is attributed. In the event
that no sales under Arm’s Length Agreements were made during any such month, the cash settlement for such month will be
based on the spot sales prices published for the applicable geographic area during such month in a mutually acceptable pricing
bulletin.

ten 10 .
7.7 Interest compounded at the rate of percent (" %) per annum or the maximum law(ul

rate of interest applicable to the Balancing Area, whichever is less, will accrue for all amounts due under Section 7.1, beginning
the first day following the date payment is due pursuant to Section 7.3. Such interest shall be borne by the Operator or any
Overproduced Party in the proporttion that their respective delays beyond the deadlines set out in Sections 7.2 and 7.3
contributed to the accrual of the interest.

7.8 In licu of the cash settlement required by Section 7.3, an Overproduced Party may deliver to the Underproduced Party
an offer to settle its Overproduction in-kind and at such rates, quantities, times and sources as may be agreed upon by the
Underproduced Party. If the Parties are unable to apree upon the manner in which such in-kind settlement gas will be
furnished within sixty (G0) days after the Overproduced Party’s offer to settle in kind, which period may be extended by
agreement of said Patties, the Overproduced Party shall make a cash settlement as provided in Section 7.3. The making of an
in-kind settlement offer under this Section 7.8 will not delay the accrual of interest on the cash settlement should the Parties
fail to reach agreement on an in-kind settlement.

79K4 (Optional - For Balancing Areas Subject to Federal Price Regulation) That portion of any monies collected by an
Overproduced Party for Overproduction which is subject to refund by orders of the Federal Energy Regulatory Commission or
other governmental authority may be withheld by the Overproduced Party until such prices are fully approved by such
povernmental authority, unless the Underproduced Party furnishes a corporate undertaking, acceptable to the Overproduced
Party, nprecing to hold the Overproduced Party harmless from financial oss due (o refund orders by such governmeneal

authority.

-1 Hims Crastr-Batmed aed i { v =Borey
may, in its sole discretion, make cash settlement(s) with the Underproduced Parties covering all or Coutstanding Gas
imbalance, provided that such settlements must be made with all Underproduged Bartit? proportionately based on the relative
imbalances of the Underproduced Parties, and provided fusrthe such settlements may not be made more often than once
every twenty-four (24) months. Su : cuts will be caleulated in the same manner provided above for final cash
settlements. Th p dticed Party will provide Operator a detailed accounting of any such cash settlement within thirty (30)
8. TESTING

Notwithstanding any provision of this Agreement to the contrary, any Party shall have the right, from time to time, to
produce and take up to one hundred percent (1009) of a well's entire Gas stream to mecet the reasonable deliverability test(s)
required by such Party's Gas purchaser, and the right to take any Makeup Gas shall be subordinate to the right of any Party to
conduct such tests; provided, however, that such tests shall be conducted in accordance with prudent operating practices only
after thirty (—30_) days' prior written notice to the Operator and shall last no longer than
seventy-two ( 72 ) hours.

9. OPERATING COSTS
Nothing in this Agreement shall change or affect any Party’s obligation to pay its proportionate share of all costs and

liabilities incurred in operations on or in connection with the Balancing Area, as its share thereof is set forth in the Operating
Agreement, icrespective of whether any Party is at any time selling and using Gas or whether such sales or use are in
proportion to its Percentage laterest in the Balancing Area.
10. LIQUIDS

The Parties shall shate proportionately in and own alf liquid hydrocarbons recovered with Gas by field equipment operated
for the joint account in accordance with their Percentage Interests in the Balancing Acea. !
H. AUDIT RIGIITS

Notwithstanding any provision in this Agreement or any other agreement between the Partics hereto, and further
notwithstanding any termination or cancellation of this Agreement, for a period of two (2) years from the end of the caletdar
year in which any information 0 be furnished under Section 5 or 7 hereof is supplied, any Party shall have the right to audit
the recotds of any other Party regarding quantity, including but not limited to information regarding Bru-content.
Any Underproduced Party shall have the right for a period of two (2) years from the end of the calendar year in which any
cash settlement is teceived pursuaat to Section 7 to audic the records of any Overproduced Party as to all matters concerning
valdes, including but not limited to information regarding prices and disposition of Gas from the Balancing Area. Any such
audit shall be conducted at the expense of the Party or Parties desiring such audit, and shall be conducted, after reasonable
notice, during normal business hours in the office of the Party whose records are being audited. Each Party hereto agrees to
maintain records as to the volumes and prices of Gas soll each month and the volumes of Gas wvsed in its own operations,
along with the Royalty paid on any such Gas used by a Party in its own operations. The audit rights provided for in this
Section 11 shall be in addition to those provided for in Section 5.2 of this Agreement.
12. MISCELLANEOUS

12.1 As between the Parties, in the event of any conflict between the provisions of this Agreement and the provisions of
any gas sales contract, or in the event of any conflict between the provisions of this Agrecement and the provisions of the
Operating Agreement, the provisions of this Agreement shall govern. i
12.2 Each Party agrees to defend, indemnify and hold harmless all other Parties from and against any and all lia )[' lity for
any claims, which may be asserted by any third party which now or herealter stands in a contractual relationship \n’/'{l\ such

indemnifying Party and which arise out of the operation of this Agreement or any activities of such indemnifying I’nﬁ _:-undcr

facha ges
iy

sustained and costs incurred in connection therewith. L: .

the provisions of this Agreement, and does further agree to save the other Parties harmless from all judgments or
p , judg

.-
of this
N

12.3 Except as otherwise provided in this Agreement, Operator is authorized to administer the provision
flor in

Agreement, but shall have no liability to the other Parties for losses sustained or liability incurred which nrisq! out’
connection with the petformance of Operator’s duties hereunder, except such as may result from Operator's ;iv,.r\()lé.l 'ticgligé;()cc or
willful misconduct. Operator shall not be liable to any Underproduced Party for the failure of any Overprc du;:eg }’n,‘t)))'_( ther
than Operator) to pay any amounts owed pursuant to the terms hereof. l\h } ',?{1'(..;;,

12.4 This Agreement shall remain in full force and effect for as long as the Operating Agreement shall rch'r:';iit;_|,?g1 f!é;{ '.,}nd
effect as to the Dalancing Area, and theteafter until the Gas accounts between the Parties are settled in f:,ll.quﬂ?’s,hﬂ‘l If"j\l'ﬁfjm..;

the benefit of and be binding upon the Parties hereto, and their respective heirs, successors, |legal-trepresentatives v
A 1

\

Amce

.,n..,i.n!..- Lavdine
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1 and assigns, if any. The Parties hereto agree to give notice of the existence of this Agreement to any successor in interest of
2 any such Party and to provide that any such successor shali be bound by this Agreement, and shall further make any transfer of
any interest subject to the Operating Agreement, or any part thereof, also subject to the terms of this Agreement.
4 12,5 Unless the context clearly indicates otherwise, words used in the singular include the plural, the plural includes the
S singular, and the neuter gender includes the masculine and the feminine.
6 12.6 In the event that any "Optional” provision of this Agreement is not adopted by the Parties to this Agreement by a
7 typed, printed or handwritten indication, such provision shall not form a part of this Agreement, and no inference shall be
made concerning the intent of the Parties in such event. In the event that any "Alternative” provision of this Agreement is not
9 so adopted by the Parties, Alternative 1 in each such instance shall be deemed to have been adopted by the Parties as a result
10 of any such omission. In those cases where it is indicated that an Optional provision may be used only if a specific Alternative
H is selected: (i) an election to include said Optional provision shall not be effective unleks the Alternative in question is setected;
12 and (i) the election to include said Optional pravision must be expressly indicated hereon, it being understood that the
13 selection of an Alternative either expressly or by default as provided herein shall not, in and of itself, constitute an election to
14 include an associated Optional provision.
15 12.7 This Agreement shall bind the Parties in accordance with the provisions hereof, and nothing herein shall be construed
16 or interpreted as ¢reating any rights in any person or entity niot a signatory hereto, or as being 2 stipulation in favor of any
17 such person or entity.
18 12.8 If contemporaneously with this Agreement becoming effective, or thereafter, any Party requests that any other Party
19 execute an appropriate memorandum or notice of this Agreement in order to give third parties notice of record of same and
20 submits same for execution in recordable form, such memorandum or notice shall be duly executed by the Party to which such
21 request is made and delivered promptly thereafter to the Party making the request. Upon receipt, the Party making the request
22 shall cause the memorandum or notice to be duly recorded in the appropriate real property or other records affecting the
23 Balancing Area.
24 129 In the event Internal Revenue Service regulations require a uniform method of computing taxable income by ail
25 Parties, each Party agrees to compute and report income to the Internal Revenue Service §
2% - . . o ] . . s s
27  relatetosntitlement-methad—tax-compuations—or based on the quantity of Gas taken for its account in accordance with
28 such regulations, insofar as same relate to sales method tax computations.
29 13, ASSIGNMENT AND RIGHTS UPON ASSIGNMENT
30 13.1 Subject to the provisions of Sections 13.2 (if elected) and 13.3 hereof, and notwithstanding anything in this Agreement
31 or in the Operating Agreement to the contrary, if any Party assigns (including any sale, exchange or other transfer) any of its
32 working interest in the Balancing Area when such Party is an Underproduced or Overproduced Party, the assignment or other
33 act of transfer shall, insofar as the Parties hereto are concerned, include all interest of the assigning or transferring Party in the

34 Gas, all rights to receive or obligations to provide or take Makeup Gas and all rights to receive or obligations to make any
35 monetary payment which may ultimately be due hereunder, as applicable. Operator and each of the other Parties hereto shall
3G thereafter treat the assignment accordingly, and the assigning or transferring Party shall look solely to its assignee or other
37 transferee for any interest in the Gas or monetary payment that such Party may have or to which it may be entitled, and shall
38 cause its assignee or other transferee to assume its obligations hereunder.

39 13.2 (Optional - Cash Settlement Upon Assignment) Notwithstanding anything in this Agreement (including but not
40 limited to the provisions of Section 13.1 hereof) or in the Operating Agreement to the contrary, and subject to the provisions
41 of Section 13.3 hereof, in the event an Overproduced Party intends to sell, assign, exchange or otherwise transfer any of its
42 interest in a Balancing Area, such Overproduced Party shall notify in writing the other working interest owners who are
43 Parties hereto in such Balancing Area of such fact at least thirty (30 ) days prior to closing the
44 rtansaction. Thereafter, any Underproduced Party may demand from such Overproduced Party in writing, within
45 fifteen ( 15 ) days after receipt of the Overproduced Party’s notice, a cash settlement of its
46 Underproduction from the Balancing Area. The Operator shall be notified of any such demand and of any cash settlement
47 pursuant to this Section 13, and the Overproduction and Underproduction of each Party shall be adjusted accordingly. Any cash
A8 settdement pursuant to this Section 13 shall be paid by the Overproduced Party on or before the earlier 1o occur (i) of sixty (60)
49 days after receipt of the Underproduced Party’s demand or (ii} at the closing of the transaction in which the Overproduced
S0 Party sells, assigns, exchanges or otherwise transfers its interest in a Balancing Area on the same basis as otherwise set forth in
51 Sections 7.3 through 7.6 hereof, and shall bear interest at the rite set forth in Section 7.7 hereof, beginning sixty (60) days
52 after the Overproduced Party’s sale, assignment, exchange or transfer of its interest in the Balancing Area for any amounts not

53 paid. Provided, however, if any Underproduced Party does not so demand such cash settlement of its Underproduction from the
54 Baluncing Arca, such Underproduced Party shall ook exclusively to the assignee or other successor in interest of the
55  Overproduced Party giving notice hereunder for the satisfaction of such Underproduced Party’s Underproduction in accordance
56  with the provisions of Section 13.1 hereof.

57 13.3 The provisions of this Section 13 shall not be applicable in the event any Party mortgages its interest or disposes of its
S8  interest by merger, reorganization, consolidation or sale of substantially all of its assets to a subsidiary or parent company, or to
S9  any company in which any parent or subsidiary of such Party owns a majority of the stock of such company.
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EXHIBIT “H”

Attached to and made a part of that certain Unit Operating Agreement
dated , 1998, by and between ST. MARY LAND &
EXPLORATION COMPANY, as Contractor, and NORMAN BARKER, et
al., as Non-Contractors.

Unless exempted by Federal law, regulation or order, the following terms and
conditions shall apply during the performance of this contract:

EQUAL OPPORTUNITY CLAUSE

A During the performance of this contract, the Contractor agrees as foliows:

1. The Contractor will not discriminate against any employee or applicant for
employment because of race, color, religion, sex or national origin. The
Contractor will take affirmative action to ensure that applicants are
employed and that employees are treated during employment, without
regard to their race, color, religion, sex or national origin. Such action
shall include but not be limited to the following: Employment, upgrading,
demotion, or transfer, recruitment or recruitment advertising; layoff or
termination; rates of pay or other forms of compensation; and selection
for training, including apprenticeship. The Contractor agrees to post in
conspicuous places available to employees and applicants for
employment notices to be provided by the contracting officer setting forth
the provisions of this non-discrimination clause.

2. The Contractor will, in all solicitations or advertisements for employees
placed by or on behalf of the Contractor, state that all qualified applicants
will receive consideration for employment without regard to race, color,
religion, sex or national origin.

3. The Contractor will send to each labor union or representative of workers
with which he has a collective bargaining agreement or other contract or
understanding a notice to be provided by the agency contracting officer,
advising the labor union or workers’ representative of the Contractor's
commitments under Section 202 of Executive Order No. 11246 of
September 24, 1965, and shall post copies of the notice in conspicuous
places available to employees and applicants for employment.

4. The Contractor will comply with all provisions of Executive Order 11246
of September 24, 1965, and of the rules, regulations, and relevant orders
of the Secretary of Labor.

5. The Contractor will furnish all information and reports required by
Executive Order No. 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 his books, records, and accounts, by the
contracting agency and the Secretary of Labor for purposes of
investigation to ascertain compliance with such rules, regulations, and
orders.

6. In the event of the Contractor's non-compliance with the non-
discrimination clauses of this agreement or with any of such rules,
regulations, or orders, this Agreement may be canceled, terminated or
suspended in whole or in part and the Contractor may be declared
ineligible for further Government contracts in accordance with procedures
authorized in Executive Order No. 11246 of September 24, 1965, and
such other sanctions may be imposed and remedies invoked as provided
in Executive Order No. 11246 of September 24, 1965, or by rule,
reaulation or order of the Secretarv of L abor. or as otherwise provided bv



7. The Contractor will include the provisions of paragraph (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 No. 11246 of September 24, 1965, so
that such provisions will be binding upon each subcontractor or vendor.
The Contractor will take such action with respect to any subcontract or
purchase order as the contracting agency may direct as a means of
enforcing such provisions including sanctions for noncompliance;
provided, however, that in the event the Contractor becomes involved in,
or is threatened with, litigation with a subcontractor or vendor as a result
of such direction by the contracting agency, the Contractor may request
the United States to enter into such litigation to protect the interests of the
United States.

B. If required to do so by Federal law, regulation, order, Contractor agrees that he
shall:

1. File with the Office of Federal Contract Compliance or agency designated
by it, a complete and accurate report on Standard Form 100 (EEO-1)
within 30 days after signing of this Agreement (unless such a report has
been filed in the last 12 months), and continue to file such reports
annually, on or before March 31%,

2. Develop and maintain a written affirmative action compliance program for
each of its establishments in accordance with the regulations of the
Secretary of Labor promulgated under Executive Order No. 11246, as
zmended.

CERTIFICATE OF NONSEGREGTED FACILITIES

The Contractor certifies that he does not and will not maintain or provide for his
employees any segregated facilities at any of his establishments, and that he does not
and will not permit his employees to perform their services at any location, under his
control, where segregated facilities are maintained. The Contractor understands that
the phrase “segregated facilities” includes facilities which are in fact segregated on a
basis of race, color, creed, or national origin, because of habit, location custom, or
otherwise. The Contractor understands and agrees that maintaining or providing
segregated facilities for his employees or permitting his employees to perform their
services at any locations, under his control, where segregated facilities are maintained is
a violation of the Equal Opportunity Clause required by Executive Order No. 11246 of
September 24, 1965, and the regulations of the Secretary of Labor set out in 41 CFR
Chapter 60. Contractor further agrees that (except where it has obtained identical
certifications from proposed subcontractors for specific time periods) it will obtain
identical certifications from proposed subcontractors prior to the award of subcontracts
exceeding $10,000 which are not exempt from the provisions of the Equal Opportunity
Clause; that it will retain such certifications in its files, and that it forward the following
notice to such proposed subcontractors (except where the proposed subcontractors
have submitted identical certifications for specific time periods):

NOTICE TO PROSPECTIVE SUBCONTRACTORS OF REQUIREMENT FOR
CERTIFICATIONS OF NONSEGREGATED FACILITIES: A Certification of
Nonsegregated Facilities as required by the May 9, 1967, order on Elimination of
Segregated Facilities, by the Secretary of Labor (32 F.R. 7439, May 19, 1967), and as
required by the regulations of the Secretary of Labor set out in 41 CFR Chapter 60, and
as they may be amended, must be submitted prior to the award of a subcontract
exceeding $10,000 which is not exempt from the provisions of the Equal Opportunity
Clause. The certification may be submitted either for each subcontract or for all
subcontracts during a period (i.e., quarterly, semi-annually or annually).

p:\ble\barker ex h equal opportunity
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EXHIBIT "I"

MODEL FORM RECORDING SUPPLEMENT TO
OPERATING AGREEMENT AND FINANCING STATEMENT

THIS AGREEMENT, entered into by and between ot+ Mary Land & Exploration Company
hereinalter referred to as "Operator”, and the signatory party or parties other than Operator, hereinafter referred to
individually as "Non-Operator”, and collectively as “Non-Operators”.

WHEREAS, the parties to this agreement are owners of Oil and Gas Leases and/or Oil and Gas Interests in the land
identified in Exhibit A" (said land, Leases and Interests being hereinafter called the “Contract Area™), and in any instance in
which the Leases or Interests of a party are not of record, the record owner and the party hereto that owns the interest or
rights therein are reflected on Exhibit "A";

WHEREAS, the parties hereto have executed an Qperating Agreement dated
(herein the “"Operating Agreement”), covering the Contract Area for the purpose of exploring and developing such lands,
Leases and Interests for Qil and Gas; and

WHEREAS, the parties hereto have executed this agreement for the purpose of imparting notice to all persons of the
rights and obligations of the parties under the Operating Agreement and for the further purpose of perfecting those rights
capable of perfection.

NOW, THEREFORE, in consideration of the mutual rights and obligations of the parties hereto, it is agreed as follows:

1. This agreement supplements the Operating Agreement, which Agreement in its entirety is incorporated herein by
reference, and all terms used herein shall have the meaning ascribed to them in the Operating Agreement.

2. The parties do hereby agree that:

A. The Oil and Gas Leases and/or Qil and Gas Interests of the partics comprising the Contract Area shall be subject
to and burdened with the terms and provisions of this agreement and the Operating Agreement, and the parties do
hereby commit such Leases and Interests to the performance thereof.

B. The exploration and development of the Contract Area for Oil and Gas shall be governed by the terms and
provisions of the Operating Agreement, as supplemented by this agreement.

C. Al costs and liabilities incurred in operations under this agreement and the Operating Agreement shall be borne
and paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties
hereto, as provided in the Operating Agreement.

D. Repgardless of the record title ownership o the Oil and Gas Leases and/or Oil and Gas Interests identificd on
Exhibit "A", all production of Oil and Gas from the Contract Area shall be owned by the parties as provided in the
Operating Agreement; provided nothing contained in this agreement shall be deemed an assignment or cross-assignment
of interests covered hereby.

E. 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 as provided in the Operating Agreement.

F. An overriding royalty, production payment, net profits interest or ather burden payable out of production hereafter
created, assignments of production given as security for the payment of money and those overriding royalties, production
payments and other burdens payable out of production heretofore created and defined as Subsequently Created lnterests
in the Operating Agreement shall be (i) borne solely by the party whose interest is burdened therewith, (ii) subject to
suspension if a party is required to assign or relinquish to another party an interest which is subject to such burdea, and
(iii) subject to the lien and security interest hereinafter provided if the party subject to such burden fails to pay its share
of expenses chargeable hereunder and under the Operating Agreement, all upon the terms and provisions and in the
times and manner provided by the Operating Agreement.

G. The Oil and Gas Leases and/ot Oil and Gas Interests which are subject hereto may not be assigned or transferred
except in accordance with those terms, provisions and restrictions in the Operating Agreement regulating such transfers.
This agreement and the Operating Agreement shall be binding upon and shall inure 1o the benefit of the parties hereto,
and their respective heirs, devisees, legal representatives, and assigns, and the terms hereof shall be deemed to rin with
the leases or interests included within the lease Contract Area.

H. The parties shall have the right to acquire an interest in renewal, extension and replacement leases, leases
proposed to be surrendered, wells proposed to be abandoned, and interests to he relinquished as 2 result of aon-
participation in subsequent operations, all in accordance with the terms and provisions of the Operating Agreement,

I. The rights and obligations of the parties and the adjustment of interests among them in the event of a failurc or
loss of title, each party's right to propose operations, obligations with respect to participation in operations on the
Contract Area and the consequences of a failure to participate in operations, the rights and obligations of the parties
regarding the marketing of production, and the rights and remedies of the parties for failure to comply with financial
obligations shall be as provided in the Operating Agreement.

J. Each party's interest under this agreement and under the Operating Agreement shall be subject to relinquishment
for its failure to participate in subsequent operations and each party’'s share of production and costs shall be realiocated
on the basis of such relinquishment, all upon the terms and provisions provided in the Operating Agreement.

K. All other matters with respect to exploration and development of the Contract Area and the ownership and
transfer of the Oil and Gas Leases and/or Oil and Gas Interest therein shall be governed by the terms and provisions of
the Operating Agreement.

3. The parties hereby grant reciprocal liens and security interests as lollows:

A. 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 ot hereafter acquites 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 and the Operating
Agreement including but not limited to payment of expense, interest and fees, the proper disbursement of all monies
paid under this agreement and the Operating Agreement, the assignment or relinquishment of interest in Oil and Gas
Leases as tequired under this agreemeat and the Opetating Agreement, and the proper performance of operations under
this agreement and the Operating Agreement. 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 and the Operating 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 the sale of production at the wellhead),

-1 -
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contract rights, inventory and general intangibles relating thereto or arising therefrom, and all proceeds and products o

the foregoing.

B. Each party represents and wacrants to the other parties hereto that the lien and security interest pranted by sud
party ta the ather parties shall be a first and prioe lien, amd each party hereby aprees to maintain die priarity of said lie:
and security interest against all persons acquiring an interest in Oil and Gas Leases and Interests covered by thi
agreement and the Operating Agreement by, shicovgh or under such party. All pacties acquiring an interest in Oil an
Gas Leases and Oil and Gas Interests covered by this agreement and the Operating Agreement, whether by assignment
merger, mortgage, aperation of law, or otherwise, shall be deemed to have taken subject to the lien and security interes
granted by the Operating Agreement and this instrument as to all obligations attributable 0 such interest under thi
agreement and the Operating Agreement whether or not such obligations arise before or after such interest is acquired.

C. To the extent that the parties have a security interest under the Uniform Commercial Code of the state in whid
the Contract Area is situated, they shall be entitled to exercise the rights and remedies of a searred party under the Code
The bringing of a suit and the obtaining of judgment by a party for the secured indehtedness shall not he decmed a
clection of remedies or otherwise affect the licn rights ot sccurity interest as security for the payment thereof. |
addition, upon default by any pacty in the payment of its share of expenses, interest or fees, or upon the improper wse o
funds by the Operator, the other parties shall have the right, without prejudice to other rights or remedies, to collec
from the purchaser the proceeds Irom the sale of such delaulting party's share ol Oil and Gas until the amount owed b
such party, plus interest, has been received, and shall have the right 1o offset the amount owed against the proceeds fron
the sale of such defaulting party’s shace of Qil and Gas. Al puechasers of praduction may rely on » notification of defaul
from the non-defaunlting party or parties statinpg the amonne doe as a result of the defanle, and all parties waive any
reconrse available apainst puichnsers for releasing production proceeds as provided in this paeogeaph,

D. Il any party fails to pay its share ol cxprose within one handred-twenty (120) days alier rendition of a statcmen:
therefor by Operntor the non-defankiing patties, inchding Operator, shafl, wpon request by Operator, pay the wnpaid
amount in the proportion that the intetest of cach such party hears to the interest of all such pacties. The amount paic
by cach party so paying its share of the unpaid amount shall he seenred by the liens and security riphts described in this
patageaph 3 and in the Operating Agreement, and each paying party may independently pursue any remedy available
under the Operating Agreement or otherwise.

B I any party does non perform all of its oblipations ander this aprecment or the Operaing Agreement, and 1he
failwre to perform subjects such party 10 forcclosure or exeomtion proceedings pursuant 1o dhe provisions of dhis
spreement or the Operating Agreement, 10 the extent allowed by governing law, the defauliing party waives any
svailable right of redemption from and alter the date of judgment, any required valuation or appraisement of the
morigaped or seonred property prior to sale, any available right to stay excantion or to require a marshalling of assers
and nny teguired bond in the event a recciver is appointed. lo addition, 1o the extent permitted by applicable law, cach
party hereby geants to the ather parties a power ol sale as to any propeety that is subject to the licn nod sccurity rights
praoted herennder or wder the Operating Apreement, such power (o be exercised in the manner provided by applicable
taw or otherwise in a commercially reasonable manner and upon reasonuble notice,

I. The lien and security interest granted by this paragraph 3 supplements identical rights granted wnder the
Opesating Agreement.

G. To abe extent permiticd by applicahie law, Non-Opetators agree that Operator may invoke ot wiilize the
mechanics’ or materialinen’s lien law of the state in which the Contract Area is situated in order to sccure the payment
1o Operator of any sum due under this agrecment and the Operating Agreement for services petformed or materials
supplicd by Operator,

H. The shove described security will be financed at the wellhead of the well or wells located on the Conteact Area and
this Recording Supplement may be (iled in the tand records in the County or Pacish in which the Comtract Area is
located, and as a financing statement in all recording offices required vuder the Uniform Commercial Code or other
applicable state statutes 1o perfect the above-described security interest, and ang party hereto may file a cominuation
statement as necessary under the Uniform Commetcinl Code, or other siate laws. .

A. This agreement shall be elfective as of the date of the Operating Agrecment as shove recited. Upon termination of
this ngreement and the Operating Agreement and the saisfaction of ail obligations thereunder, Operator is authorized to file
of record in all necessary teconding olfices a natice of termination, and each party hiereto agrees 1o exeante such a nntice of
termination ns to Qperator’s interest, upon the request of Operator, if Operator has complied with alt of its linancial
ubligations.

5. This agrcement and the Operating Apreement shall be hinding upon and shall inure to the benefit of the parties
hereto and their respective heirs, devisees, legal represcatatives, successors and assigns. No sale, encumbrance, transfer or
othes disposition shall be made by any pasty of any interest in the FLeases or lnterests subject hiereto except as expressly
permitted woder the Operating Apreement and, if permiteed, shall be made expressly subject 16 this agrcement aml the
Operating Agreement and without prejudice 1o the rights of the other parties. 1f the transfer is permitted, the assignee of an
ownership interest in any Qil and Gas Lease shall be deemed a patty to this agreement and the Operating Agrecment as ta
the interest assigned from and after the effective date of the transter of ownership; provided, however, that the other parties
shall not be required 0 recopnize any such sale, encumbrance, transfer oc ather disposition for any puepose hereunder undil
thitty (30) days alter they have received a copy of the instrument of transfer or other satisfactory evidence thereol in writing
from the wansferor or transferee. No assignment or other disposition of interest by a party shall relieve such pary of
abligations previously incurred by such party under this agrecment or the Operating Agreement with respect 10 the interest
transferred, inchading withont limitation the obligation of a porty to pay all costs atributable to an operation conducted under
this agrecmeat and the Operating Agreement in which such party has agreed to pacticipate prior to making such assipnment,
and the licn and security interest granted by Article VILB. of the Operating Agreement and hereby shall continue to burden
the interest teansferred 1o secnre payment of any such obligations.

G. In the event of a conflict between the 1erms and provisions of this apreement and the terms and pravisions of the
Opcrating Agreement, then, as between the partics, the tetms amd provisions of the Operating Agreement shall contsol.

7. This aprecimem shall be binding wpun each Non-Operator when this agreement or a connterpart thereof has beer
exccuted by such Non-Operator and Operator notwithstanding, that this agreement is not then or thereafter exceuted by all ol
the parties 10 which it is tendered or which are listed on Exhibit “A™ ns owning an interest in the Contract Area ar whicl
own, in fact, an interest in the Contract Avea. In the event that any provision hercin is illegal or wnealorceable, the
remaining provisions shall not be affected, and shall be enforced as if the illegal or unenforceable provision did not appear herein
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8. Other provisions.

IN WITNESS WITEREOF, this agreement shall he effective as of the

19

ATTEST OR WITNESS:

day of

OPERATOR

T'tule:

ATTEST OR WITNIESS:

By:

Type or Print Name

Date:

Address:

NON-OPERATORS

ATTEST OR WITNISS:

ATTEST OR WITNISS:

" Date

ATTEST OR WITNESS:

By:

Tite:

Type or Print Name

Date:

Address:

By:

Title:

Type or Print Name

Address:

Dy:

Title:

Type or Print Name

Date:

Address:

By:

Title:

Type or Print Name

Date:

Address:
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ACKNOWLEDGMINTS
NOTR:
The following forms of acknowledgment are the short forms approved by the Uniform Law on Notarial Acts. The

volidity snd effect of these forms in any state will depend upon the statutes of that state,

Individual Acknowledgment

STATR OF §
§ ss.
COUNTY OF §

This instrument was acknowledged hefore me on

by
(Seal, if any)

Title (and Rank)

My Commission xpires:

Acknowledgment in Representative Capncity
STATE OF §
§ ss.
COUNTY OP §
This instrument was acknowledged before me on ,
by a8 of
t

{Seal, if any)

Title (and Rank)

My Commission Expires:




EXHIBIT "C"

East Shugart Delaware Unit

Tract Participation Factors

Tract No. {Tract Name |% of Acres |% of Cum Qil |% of Qil Rate|{% of OOIP _ |% of Rem. Prim |Unit Participation
1A S. Taylor 2 6.62% 8.99% 8.83% 6.24% 8.03% 7.5875%
1B S. Taylor 3 6.62% 0.00% 0.00% 3.32% 0.00% 1.6590%
2 Inca Fed 20.21% 28.95% 28.07% 26.62% 24.54% 26.6995%
3A Conoco 1 6.79% 10.77% 11.10% 5.09% 11.76% 8.5300%
38 Conoco 3 6.80% 2.86% 5.18% 6.75% 7.35% 5.8665%
4 Mohawk 1 6.62% 1.40% 2.25% 3.32% 2.35% 2.7840%
5A Geronimo 3 6.62% 15.95% 12.37% 11.15% 13.94% 12.3670%
58 Geronimo 4 6.62% 9.92% 6.02% 10.92% 6.62% 8.6850%
5C Geronimo 5 3.31% 2.93% 1.75% 3.06% 0.18% 2.2935%
50 Geronimo 8 6.62% 2.09% 2.59% 4.26% 1.28% 3.1880%
5E Geronimo 9 6.62% 5.47% 6.65% 6.69% 8.22% 6.7230%
5F Geronimo 10 6.62% 1.42% 2.39% 2.23% 2.08% 2.3455%
5G Geronimo 12 3.31% 1.83% 1.75% 3.06% 0.53% 2.1810%
6 Jade 1 6.62% 7.42% 11.05% 7.29% 13.12% 9.0905%

100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Participation Formula: (5% X Acres) + (15% X Cum Qil) + (25% X Qil Rate) + (40% X OOIP) + (15% X Rem. Prim)
Acres = Number of acres within the tract.

Cum Oil = Amount of Primary oil produced as of 6/1/98.

Qil Rate = Average daily production rate from 1/98 through 5/98.

OOQIP = Original Qil In Piace.

Rem. Prim. = Remaining unproduced primary reserves.




EXHIBIT "D" -
Attached to East Shugart (Delaware) Unit Agreement
{LIQUID HYDROCARBONS ONLY]

S. Taylor 13#2| S. Taylor 13#3] Inca Fed | Conoco1 | Conoco 3 Mohawk | Geronimo 3| Geronimo 4] Geromino 5] Geronimo 8] Geronimo 9] Geronimo 10*] Geronimo 12|  Jade 1 Total Unit Participation
Tract 1A Tract 1B Tract 2 Tract 3A Tract 3B Tract 4 Tract 5A Tract 5B Tract 5C Tract 5D Tract SE Tract SF Tract 5G Tract 6

OWNER NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI

Riverhill Energy Corporation Wi . 0.01922631] 0.00221613] 0.00379455] 0.00200979| 0.00565416] 0.00403663] 0.00092926] 0.00123784] 0.00335734] 0.00129875] 0.00092434] 0.00349984 0.04818495
St. Mary Land & Exploration Company Wi 0.17303679] 0.01994518] 0.03415115] 0.01808825| 0.05088746] 0.03632976} 0.00836332] 0.01114070§0.03021609] 0.01168873] 0.00831910]0.03149858 0.43366512
Hare Production Company Wi 0.00066398] 0.00074061} 0.00000000 0.00140459
Ted E. Bacil Wi 0.00145479 0.00156924] 0.00144173] 0.00019036] 0.00036248 . 0.00501860
Norman Barker Wi 0.00258630 0.00749935] 0.00526658] 0.00104308] 0.00144990] 0.00407683| 0.00142231{ 0.00089192 0.02433627
|Floyd A. Blakeney WI 0.00303573} 0.00048493] 0.00025013] 0.00013248) 0.00328097|] 0.00263329] 0.00019558, 0.00152881 0.00018598§ 0.00068179 0.01240970
Borica Qil, Inc. Wi 0.00032329 0.00093742}] 0.00065832] 0.00013039] 0.00018124] 0.00050960] 0.00017779] 0.00012399] 0.00304203
18-31 Inc. wi 0.00041203 0.00041203
John Michael Frost wi 0.00014786] 0.00014786
Marianne Keohane Frost wi 0.00073930] 0.00073930
Mark James Frost Wi 0.00014786] 0.00014786
Theresa Ann Frost Wi 0.00014786] 0.00014786
Sue Saunders Graham wi 0.00035458] 0.00049286 0.00033718} 0.00118462
Harrington Trust wi 0.00101191] 0.00032329] 0.00008338] 0.00004416| 0.00093742] 0.00065832] 0.00013038] 0.00018124] 0.00050960] 0.00017779 o.coodwumw_ 0.00034089 0.00452238
NM&T Resources, LLC wi 0.00009699 0.00417339] 0.00293085] 0.00003912] 0.00005437] 0.00122305] 0.00005334] 0.00003720] 0.00860830
Paula S. Campbell Wi 0.00001616 0.00069556] 0.00048848) 0.00000652] 0.00000906) 0.00020384]  0.00000889] 0.00000620) 0.00143472
Donald S. Iverson, Deceased wi 0.00004432} 0.00010301 0.00004215] 0.00018948
Iverson I, Inc. wi 0.00007003} 0.00010301 0.00006659 0.00023963
NationsBank, Trustee of the S. J. Iverson

Trust 0.00062760] 0.00092708 0.00059681 0.00215149
PAI incorporated 0.00007003] 0.00010301 0.00006659 0.00023963
Jewell lverson intervivos Trust N 0.00013297 0.00012644 0.00025941
S. J. lverson, Jr. 0.00018571 0.00017660 0.00036231
Wendell Welch Iverson 0.00018571] 0.00027504 0.00017660, 0.00063735
Jeanette Y. Keohane 0.00029572 0.00029572
Brian D. Kantor 0.00052308] 0.00048058) 0.00017951 0.00118316
Peter Claxton lverson and Alvin Martin

tverson, Jr., Executors O/E/O Dorothy C.

Monroe, dec'd. wi 0.00006648 0.00006322 0.00012970
Peter Claxton Iverson and Alvin Martin

Iverson, Jr., Executors O/E/O Dorothy C.

Monroe, dec'd. Wi 0.00006648 0.00006322 0.00012970
Dr. Michael Norton, {1 wi 0.00080822] 0.00552184} 0.00292466| 0.00234355] 0.00164581] 0.00032596} 0.00045309] 0.00127401] 0.00080005] 0.00030997 0.01640716
Troy or Sandra Oney wi 0.00093742 0.00000000 0.00093742
Patsy Ann lverson Page wi 0.00018527 0.00017618 0.00036144
Elyse S. Patterson Trust B, Edward T. Wi 0.00055713 0.00052980 0.00108692
Wendell W. lverson, Trustee of the SJI

JR 1990 Trust wi 0.00032532] 0.00048070, 0.00030937 0.00111539
Wendell W. Iverson, Trustee of the PIP

1990 Trust Wi 0.00032532] 0.00048070 0.00030937 0.00111539
Leonard Schaen WI 0.00156924] 0.00048058} 0.00089550} 0.00294532
Barbara A. Schatz, Trustee of the Schatz

Management Trust UTA 9/1/92 wi 0.00064657 0.00187484{ 0.00131665} 0.00026077] 0.00036248] 0.00101921] 0.00035558] 0.00024798 0.00608407
Phoebe Sheiton wi 0.00035458] 0.00033718 0.00069176
The Toles Company Wi 0.00055713] 0.00082407| 0.00052980 0.00191099
Wendell W. Iverson, Trustee of the WWI

1990 Trust wi 0.00032355] 0.00048070, 0.00030768 0.00111193
Edwin G. Wallace wi 0.00052308 0.00035902 0.00088210
William Nickey Wi —o.oooamomm 0.00023730, 0.00035902 0.00107683
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EXHIBIT

D" ..

Attached to East Shugart (Delaware) Unit )mam_.:o/:».
[LIQUID HYDROCARBONS ONLY]

| S. Taylor 13#2] S. Taylor 13#3] Inca Fed | Conoco1 | Conoco 3 Mohawk | Geronimo 3| Geronimo 4| Geromino 5] Geronimo 8] Geronimo 9§ Geronimo 10*] Geronimo 12} Jade 1 Total Unit Participation
Tract 1A Tract 1B Tract 2 Tract 3A Tract 3B Tract 4 Tract 5A Tract SB Tract 5C Tract 5D Tract SE Tract S5F Tract 5G Tract 6
OWNER NRI _ NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI
Gary Keith Tannahill, Barbara Carthell
Mathis and Amarillo National Bank, Co-
Trustees uiw/o Chester Francis Carthel, - ; . .
dec'd f/b/o Olga Eudora Tannahill Mathis wi 0.00016164 0.00006519] 0.00009062 0.00008889] 0.00006199 0.00046834
Gary Keith Tannahili, Barbara Carthell
Mathis and Amarillo National Bank, Co-
Trustees u/w/o Chester Francis Carthel,
dec'd f/b/o Theodore H. Carthell wi 0.00016164 0.00006519] 0.00009062 0.00008889} 0.00006199} 0.00046834
@: L. Lee Wi 0.00016164 0.00006519] 0.00009062 0.00008889] 0.00006199 0.00046334
Richard E. O'Connell Wi 0.00064657| 0.00026077] 0.00036248 0.00035558] 0.00024798) 0.00187338
Gwendolyn Manning Williams wi 0.00096986 0.00281226} 0.00197497} 0.00038116] 0.00054371] 0.00152881] 0.00053337] 0.00037197 0.00912610
Lessie Fisher WI | 0.00050960 0.00050960
E&S, LLC. Wi 0.00202382] 0.00051726] 0.00016676] 0.00008832] 0.00232855)] 0.00163527| 0.00007823] 0.00010874] 0.00091729] 0.00010667] 0.00007439] 0.00068179 0.00872710
Dean Kinsolving wi 0.00202382] 0.00032329] 0.00016676] 0.00008832 | 0.00187484] 0.00131665] 0.00013039] 0.00018124] 0.00101921] 0.00017779] 0.00012399] 0.00068179 0.00810807
Patrick J. Morello Wi 0.00046871] 0.00032816 0.00025480 0.00105267
David J. Mossler Wi 0.00032329]) 0.00093742] 0.00065832] 0.00013039] 0.00018124] 0.00050960} 0.00017779] 0.00012399 0.00304203
John & Alice Sharp Wi 0.00093742 0.00000000] 0.00050960 0.00144702
Steve or Lola Bell Wi 0.00031254 0.00000000 0.00031254
Nelson B. Alpers, Trustee of the Neison
B. Alpers Family Trust U/T/A 5/12/97 Wi 0.00032916 0.00000000 0.00032916
John V. Fox Wi 0.00000000 0.00008889, 0.00008889
Patricia K. Jennings Wi 0.00101191] 0.00016164] 0.00008338) 0.00004416 0.00009062 0.00008889 0.00034089 0.00182150
J. David Wrather, Jr. Wi 0.00095150 0.00095150
Gene Shumate Wi 0.00016676] 0.00008832 0.00025508
Five States 1994-E Ltd. wi 0.01616435 0.01616435
Five States 1995-B Ltd. Wi 0.00808218 0.00808218
Five States 1995-D Ltd. Wi 0.00808218 0.00808218
J. E. Cieszinski Wi 0.00101191 0.00008338] 0.00004416 0.00034089 0.00148034
Intoil, inc. il 0.03977094 0.03977094
Nortex Corporation Wi 0.01640797 0.00358759] 0.01999556
Harvey E. Yates Company Wi 0.02564136 0.00560646§ 0.03124783
Spiral, Inc. Wi 0.00338775 0.00074073] 0.00412848
Explorers Petroleum Corp. Wi 0.00338775 0.00074073] 0.00412848
HEYCO Employees Ltd. Wi 0.00115767 0.00025312] 0.00141079
Yates Energy Corporation Wi 0.00818800 0.00179030] 0.00997830
Jalapeno Corporation Wi 0.00390473 0.00085377] 0.00475850
TOTAL WI 0.06207523 0.01357269] 0.20238221] 0.06465740] 0.04446807} 0.02355264 obmwwﬂmw“ 0.06583230] 0.01747074] 0.02428459] 0.05096034] 0.01777889] 0.01661377] 0.07783741 0.77522814
|
Riverhill Energy Corporation ORI 0.00076604 0.00024100] 0.00011437] 0.00024734} 0.00017370] 0.00001290] 0.00001793] 0.00015127] 0.00001759] 0.00001227] 0.00017045 0.00192486
St. Mary Land & Exploration Company ORI 0.00689447 0.00216899} 0.00102931] 0.00222606] 0.00156330] 0.00011611] 0.00016139] 0.00136141] 0.00015832] 0.00011041} 0.00153402 0.01732380
Mary Elizabeth Baish OR! 0.00002224] 0.00000711] 0.00000489] 0.00000232] 0.00004416] 0.00003101] 0.00000819] 0.00001138] 0.00002401]  0.00000838] 0.00000779] 0.00000000 0.00017148
Karen Elizabeth Charles ORI 0.00002224] 0.00000711 0.00000489] 0.00000232] 0.00004417}] 0.00003102| 0.00000819] 0.00001139] 0.00002401] 0.00000838} 0.00000779] 0.00000000 0.00017151
Gerald E. and Emma Patricia Harrington
Trust ORI 0.00123670] 0.00086850} 0.00012901] 0.00017933} 0.00050423] 0.00017591] 0.00012268 0.00321635
Higgins Trust, Inc. ORI 0.00066749] 0.00021325] 0.00014666] 0.00006960] 0.00021519] 0.00015112] 0.00003991] 0.00005547] 0.00011698] 0.00004081] 0.00003795 0.00175442
E. Bernard Johnston ORI 0.00054693] 0.00038409] 0.00010143] 0.00014099] 0.00029732] 0.00010373] 0.00009645 0.00167095
Mary Ellen Johnston ORI 0.00054693] 0.00038408] 0.00010143} 0.00014099) 0.00029732 0.00010373] 0.00009645 0.00167095
Ray F. Lewis, Jr. ORI 0.00008626] 0.00006058] 0.00001600] 0.00002224] 0.00004689]  0.00001636] 0.00001521 0.00026354
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EXHIBIT "D" -
Attached to East Shugart (Delaware) Unit Agreement
[LIQUID HYDROCARBONS ONLY)

S. Taylor 13 42| S. Taylor 13#3] Inca Fed | Conoco1 | Conoco3 { Mohawk ] Geronimo 3] Geronimo 4] Geromino 5| Geronimo 8] Geronimo 9} Geronimo 10*} Geronimo 12| Jade 1 Total Unit Participation
Tract 1A Tract 1B Tract 2 Tract 3A Tract 3B Tract 4 Tract 5A Tract 5B Tract 5C Tract 5D Tract 5E Tract SF Tract 5G Tract 6

OWNER NRi NRI NRi NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI
Margaret Masters ORI 0.00053399) 0.00017060} 0.00011733} 0.00005568] 0.00175018} 0.00122910] 0.00032458] 0.00045117} 0.00095144] 0.00033194] 0.00030866 0.00622465
Michael R. McGuire ORI 0.00008626] 0.00006058] 0.00001600] 0.00002224] 0.00004689} 0.00001636{ 0.00001521 0.00026354
Margaret H. Naylor Revocable Trust ORI 0.00008585{ 0.00006036] 0.00001594] 0.00002216] 0.00004672] 0.00001630] 0.00001516] 0.00026259
Wendell W. Iverson, Trustee of the PIP . - .
1990 Trust OR! 0.00014944] 0.00010495] 0.00002771] 0.00003852] 0.00008124] 0.00002834] 0.00002635 0.00045656
Rojo Inc. ORI 0.00043093] 0.00030267} 0.00007993] 0.00011110} 0.00023430] 0.00008174] 0.00007601 0.00131674
Wendell W. lverson, Trustee of the SJI
JR 1990 Trust ORI 0.00014943] 0.00010494} 0.00002771] 0.00003852] 0.00008124] 0.00002834] 0.00002635 0.00045654
Katherine Mary Scott ORI 0.00002224] 0.000007 11§ 0.00000489} 0.00000232] 0.00004417] 0.00003102] 0.00000819} 0.00001139] 0.00002401] 0.00000838| 0.00000779] 0.00017151
Phoebe Shelton ORI 0.00041368] 0.00029051] 0.00007672] 0.00010664] 0.00022488] 0.00007846] 0.00007295 0.00126384
Ralph A. Shugart Trust ORI 0.00109386] 0.00076819] 0.00020286] 0.00028198] 0.00059465]  0.00020746] 0.00019291 0.00334191
Clifton E. Shumate ORI 0.00000618| 0.00000434} 0.00000115] 0.00000159] 0.00000336] 0.00000117] 0.00000109 0.00001889
Betty Baish Strohmeyer Estate ORI 0.00006675] 0.00002133] 0.00001467] 0.00000696] 0.00013251] 0.00009306] 0.00002457] 0.00003416} 0.00007204]  0.00002513] 0.00002337 0.00051454
Wendell W. Iverson, Trustee of the WWI
1990 Trust ORI 0.00014943] 0.00010494] 0.00002771] 0.00003852 0.00008124]  0.00002834] 0.00002636] 0.00045655
Myrtle M. Westall Revocable Trust ORI 0.00006926] 0.00004864] 0.00001284] 0.00001785{ 0.00003765] 0.00001313] 0.00001221] 0.00021158
George Westall ORI 0.00033374] 0.00010663] 0.00007333] 0.00003480] 0.00013851] 0.00009727] 0.00002569} 0.00003571] 0.00007530] ~ 0.00002627] 0.00002443] 0.00097167
Centennial ORI 0.00039109 0.00039109
Selma Andrews Trust #5188-01 ORI 0.00035847] 0.00011452} 0.00007876] 0.00003738 0.00058913
Graham Austin and Margaret Austin, Co-
Trustees of the Austin Family Trust
U/T/A 3/22/95 ORI 0.00285767] 0.00024657] 0.00016958] 0.00008047 0.00335429
Nancy Carter ORI 0.00142882| 0.00012329} 0.00008479] 0.00004024 0.00167715,
Randy G. Patterson ORI 0.00006953] 0.00002221] 0.00001528 0.00000725 0.00011426
Jack W. McCaw ORI 0.00006953} 0.00002221] 0.00001528} 0.00000725 0.00011426
William C. White ORI 0.00006953] 0.00002221] 0.00001528} 0.00000725 0.00011426
Mary Kennedy Gore and Willa Kathryn
Kennedy, equally ORI 0.00020860] 0.00006664] 0.00004583] 0.00002175 0.00034283
EHW, LLC, a New Mexico Limited
Lia ORI 0.00020860] 0.00006664) 0.00004583) 0.00002175 0.00034283
Braille Institute of America Inc. ORI 0.00030902} 0.00009873] 0.00006790] 0.00003222 0.00050787|
John Wallace Walirich ORI 0.00004173] 0.00001333] 0.00000917] 0.00000435 0.00006858
Beverly Le Tourneau ORI 0.00004173] 0.00001333] 0.00000917] 0.00000435 0.00006858,
Eugene Wallrich ORI 0.00004170] 0.00001332] 0.00000916] 0.00000435 0.00006854
J. W. Wallrich, Jr. ORI 0.00004170] 0.00001332] 0.00000916] 0.00000435 0.00006854
Lucy McCarley ORI 0.00142882] 0.00012328} 0.00008479] 0.00004024 0.00167713
Loffland Limited Partnership ORI 0.00010663] 0.00007333{ 0.00003480, 0.00021476
Five States 1994-E Ltd. ORI 0.00453156] 0.00453156
Five States 1995-B Ltd. ORI 0.00226578| 0.00226578
Five States 1995-D Ltd. ORI 0.00226578 0.00226578
Paul J. Anderson ORI 0.00266995 0.00266995
Thomas R. Holloway ORI 0.00266995) 0.00266995
Deborah Fedric ORI 0.00266995 0.00016538] 0.00007848 0.00291382
T. E. Brown, Jr. ORI 0.00156443 0.00156443
Qrion Properties, Inc. ORI 0.00075925 0.00075925
King Properties, Inc. ORI 0.00157695 0.00157695
Clifton E. Shumate, Jr., Custodial
Trustee for the Shareholders of Oil
Royalties Corporation ORI 0.00033374 0.00033374
Jack Folkner ORI 0.00078219 0.00078219
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EXHIBIT "D"
Attached to East Shugart (Delaware) Unit Agreement
[LIQUID HYDROCARBONS ONLY]}

S. Taylor 13 #2| S. Taylor 13 #3] Inca Fed | Conoco 1 | Conoco 3 Mohawk ] Geronimo 3] Geronimo 4] Geromino 5] Geronimo 8] Geronimo 9] Geronimo 10" Geronimo 121 Jade 1 Total Unit Participation
Tract 1A Tract 1B Tract 2 Tract 3A Tract 3B Tract 4 Tract SA Tract 5B Tract 5C Tract 5D Tract SE Tract SF Tract SG Tract 6

OWNER NRI NRIi NRt NRi NR1 NRi NRI NRI NRI NRI NRI NRI NRI NRI NRI
Louise Folkner Lane ORI 0.00039109 0.00039109
Robert L. Folkner ORI 0.00007823 0.00007823
Mark Ryan Folkner ORI 0.00007823 | 0.00007823
Carl Lewis Folkner, Jr. ORI - 0.00007823 I 0.00007823
Stephen Francis Folkner ORI 0.00007823 0.00007823
John Christopher Folkner ORI 0.00007823, 0.00007823
Conoco, Inc. ORI 0.00329991 0.00329991
George H. Hunker, Jr. ORI 0.00266995 0.00016538] 0.00007848 0.00291382
George Shannon, Executor O/E/O
Gladys Shannon, dec'd. ORI o.oooo_mmmL 0.00001566
William J. Casey ORI 0.00004894 0.00004894
NationsBank, Trustee u/w/o David B.
Trammell ORI 0.00005187 0.00005187
Carol David Trammell ORI 0.00002594 0.00002594
NationsBank Texas, N.A., Fort Worth,
Trustee of the Margaret Ruth Trammell
Trust ORI 0.00002594 0.00002594
Richard Borgaard ORI 0.00007634 0.00007634
Margaret Johnson McCurdy, Trustee
U/T/A 9/30/88 ORI 0.00100322 0.00100322
Harmmac Oil & Gas, Inc. ORI 0.00019250 0.00019250
DNR Qil & Gas, Inc. ORI 0.00009135 0.00009135
Patrica A. Brunson ORI 0.00016598 0.00003629| 0.00020227
Jimmie L. Charlesworth ORI 0.00033195 0.00007258 0.00040453
Tommye G. Ewing ORI 0.00033195 0.00007258 0.00040453
Bette Taylor Garer ORI 0.00037938 0.00008295) 0.00046233
Acme Land Company ORI 0.00031809 0.00031809
Branex Resources Inc. ORI 0.00139420 0.00030484 0.00169904
Olin E. Groves ORI 0.00028453 0.00006221 0.00034674
Cecil E. & Ella Belle Holeman Trust A ORI 0.00018969 0.00004148 0.00023116
Cecil E. & Ella Belle Holeman Trust B ORI 0.00018969 0.0000414814 0.00023116,
Prime Energy Asset & Income Fund AA- ORI 0.00029876 0.00006532 0.00036408
Prime Energy Asset & Income Fund AA- ORI 0.00029876 0.00006532 0.00036408
Sally Meader Raberts ORI 0.00028453 0.00006221 0.00034674
Vivian C. Brunson ORI 0.00016598 0.00003629| 0.00020227
TOTAL ORI 0.00431539 0.00094356] 0.03337438] 0.01066250] 0.00733313] 0.00348000] 0.00989360] 0.00694800] 0.00140477] 0.00195265] 0.00537840f 0.00152458] 0.00133586] 0.00170447 0.08025127
18-31, Inc. cwi 0.00022261] 0.00015633] 0.00005504] 0.00007651] 0.00012101]  0.00005629] 0.00005234 0.00074014
John Michael Frost cwi 0.00013356] 0.00009380f 0.00003303 0.00004591{ 0.00007261 0.00003378] 0.00003141 0.00044408
Marianne Kechane Frost cwi 0.00066782] 0.00046899] 0.00016513] 0.00022954] 0.00036304} 0.00016888] 0.00015703) 0.00222043
Mark James Frost cwi 0.00013356] 0.00005380] 0.00003303] 0.00004591] 0.00007261| 0.00003378] 0.00003141 0.00044409
Theresa Ann Frost CWI 0.00013356] 0.00009380} 0.00003303] 0.00004591] 0.00007261]  0.00003378] 0.00003141 0.00044409
Sue Saunders Graham CcwI 0.00044521] 0.00031266] 0.00011009] 0.00015302] 0.00024203] 0.00011258] ©0.00010469 0.00148028
Donald S. Iverson, Deceased cwi 0.00005565] 0.00003908] 0.00001376] 0.00001913] 0.00003025]  0.00001407 0.00001309| 0.00018504
Iverson, iH, Inc. CwiI 0.00005565 o.oooowwoﬂo.oooo._u.\m 0.00001913}0.00003025] 0.00001407] 0.00001309 0.00018504
PAl incorporated Cwi 0.00005565] 0.00003808] 0.00001376] 0.00001913] 0.00003025] 0.00001407] 0.00001309 0.00018504
Jewell Iverson Intervivos Trust, Richard
R. Sullivan, Successor Trustee Ccwi 0.00016695] 0.00011725] 0.00004128] 0.00005738| 0.00009076] 0.00004222] 0.00003926{ 0.00055511
S. J. lverson, Jr. CWiI 0.00014840] 0.00010422] 0.00003670] 0.00005101]0.00008068] 0.00003753 0.00003490] 0.00049343
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EXHIBIT "D" e
Attached to East Shugart (Delaware) Unit Agreement
[LIQUID HYDROCARBONS ONLY]

S. Taylor 13#2§ S. Taylor 13#3] IncaFed | Conoco1 | Conoco 3 Mohawk | Geronimo 3| Geronimo 4] Geromino 5} Geronimo 8] Geronimo 9} Geronimo 10*]| Geronimo 12] Jade 1 Total Unit Participation

Tract 1A Tract 1B Tract 2 Tract 3A Tract 3B Tract 4 Tract SA Tract 5B Tract 5C Tract 5D Tract S5E Tract 5F Tract 5G Tract 6
OWNER NRI NR! NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI
Wendell Welch Iverson CwI 0.00014840} 0.00010422] 0.00003670] 0.00005101] 0.00008068| 0.00003753] 0.00003490 0.00049343
Jeanette Y. Keohane CWI 0.00026713] 0.00018760] 0.00006605] 0.00009181] 0.00014522] 0.00006755] 0.00006281 0.00088817

Peter Claxton Iverson and Alvin Martin
tverson, Jr., Executors.O/E/O Dorothy C. . N .
Monroe, dec'd. CwI o.oooomwamf 0.00005862] 0.00002064] 0.00002869] 0.00004538] 0.00002111] 0.00001963 0.00027755
Peter Claxton Iverson and Alvin Martin
tverson, Jr., Executors O/E/O Dorothy C.

Monroe, dec'd. CWI 0.00008348] 0.00005862} 0.00002064] 0.00002869] 0.00004538] 0.00002111] 0.00001963 0.00027755

Patsy Ann Iverson Page cwi 0.00014840] 0.00010422] 0.00003670] 0.00005101} 0.00008068] 0.00003753] 0.00003490 0.00049343

Edward T. Matheny, Jr. and Commerce

Bank of Kansas City, Trustee UMW/O _ k

Elyse Saunders Patterson CWI - 10.00044521] 0.00031266] 0.00011009] 0.00015302] 0.00024203] 0.00011258} 0.00010469 0.00148028

Wendell W. lverson, Trustee of the PIP _

1990 Trust CWI 0.00042666}] 0.00029963] 0.00010550] 0.00014665] 0.00023194} 0.00010789] 0.00010033{ 0.00141861

Wendell W. lverson, Trustee of the SJ) _ _ _

JR 1990 Trust cwl 0.00042666] 0.00029963] 0.00010550} 0.00014665] 0.00023194] 0.0001 o.wmwt 0.00010033| 0.00141861

Phoebe Shelton CwiI 0.00044521] 0.00031 Nmm_ 0.00011009{ 0.00015302] 0.00024203§ 0.0001 dnmw_ 0.00010469] 0.00148028

The Toles Company CwWi 0.00044521] 0.00031266] 0.00011009] 0.00015302] 0.00024203] 0.00011 mmm_ 0.0001 oamm— 0.00148028

Wendell W. lverson, Trustee of the WWI _ _

1990 Trust Ccwi 0.00042666] 0.00029963) 0.00010550] 0.00014665] 0.00023194] 0.00010789] 0.00010033 0.00141861

TOTAL CwWi! 0.00556515] 0.00390825] 0.00137610] 0.00191280] 0.00302535] 0.00140730] 0.00130860 0.01850355

Department of the Interior - MMS R1 0.00948438 0.00207375] 0.03123842] 0.00998010f 0.00686381] 0.00080736] 0.01446939] 0.01016145] 0.00268340] 0.00372996] 0.00786591] 0.00274424] 0.00255177] 0.01136313 0.11601704
|

TOTAL 0.07587500 0.01659000] 0.26699500] 0.08530000] 0.05866500} 0.02784000] 0.12367000} 0.08685000{ 0.02293500] 0.03188000f 0.06723000] 0.02345500] 0.02181000 o.owomomoo_ 1.00000000
|

*NOTE: The working interests in Tract 5F (Geronimo Federal #10) are subject to the terms of that certain farmout agreement dated October 10, 1985, between 18-31, Inc. and Siete Oil & Gas Corp. The working interest shown herein are the Before Payout inter
in the event Tract 5F reaches payout as define in said farmout agreement the working interests in Tract S5F will be adjusted accordingly. 1 T ] I ] ] { | i
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EXHIBIT "D"
Attached to East Shugart (Defaware) Unit Agreement

i [GAS ONLY]
S. Taylor 13 #2]1 S. Taylor 13 #3] Inca Fed Conoco 1 Conoco 3 Mohawk |} Geronimo 3} Geronimo 4] Geromino 5] Geronimo 8] Geronimo 9] Geronimo 10| Geronimo 12§  Jade 1 Total Unit Participation
Tract 1A Tract 1B Tract 2 Tract 3A Tract 3B Tract 4 Tract SA Tract 5B Tract 5C Tract 5D Tract 5E Tract 5F Tract 5G Tract 6

OWNER NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI
Riverhill Energy Corporation Wi 0.01902339] 0.00219274] 0.00375452] 0.00178174] 0.00559448] 0.00399403]0.00091945]0.00122478] 0.00332191] 0.00128504] 0.0009145S] 0.00349984 0.04750653
St. Mary Land & Exploration Company Wi 0.17121054] 0.01973469] 0.03379069] 0.01603568] 0.05035039] 0.03594633]0.00827505]0.01102312] 0.02989719] 0.01156537] 0.00823130j 0.03149858 0.42755892
Hare Production Company wi 0.00065697] 0.00073280 0.00138977
Ted E. Bacil . WI ) 0.00143944 - 0.00155268] 0.00142651]0.00018835]0.00035865 . 0.00496563
Norman Barker Wi 0.00255900 0.00742020] 0.00521 100]0.00103208]0.00143460] 0.00403380] 0.00140730] 0.00098145 0.02407943
Floyd A. Blakeney Wi 0.00300369] 0.00047981] 0.00024748) 0.00011745} 0.00324634] 0.00260550§0.00019351 0.00151268 0.00018402} 0.00068179 0.01227229
Borica Qil, Inc. WI 0.00031988 0.00092753} 0.00065138}0.00012901]0.00017933] 0.00050423] 0.00017591] 0.00012268 0.00300993
18-31 inc. wI 0.00040777| 0.00040777
John Michael Frost Wi 0.00014633 0.00014633
Marianne Keohane Frost Wi 0.00073165 0.00073165
Mark James Frost Wi 0.00014633 0.00014633
Theresa Ann Frost Wi 0.00014633) 0.00014633
Sue Saunders Graham Wi 0.00035091]0.00048776 0.00033369 0.00117236
Harrington Trust Wi 0.00100123] 0.00031988] 0.00008250] 0.00003915] 0.00092753] 0.00065138]0.00012901]0.00017933] 0.00050423] 0.00017591] 0.00012268) 0.00034089 0.00447370
NM&T Resources, LLC Wi 0.00009596 0.00412934] 0.00289992]0.00003870]0.00005380] 0.0012101 A— 0.00005277 o.ocoowmmo_ 0.00851744
Pauta S. Campbell Wi 0.00001599 0.00068822] 0.00048332]0.00000645]0.00000897] 0.00020169] 0.00000880] 0.00000613 0.00141957
Donald S. Iverson, Deceased Wi 0.00004386}0.00010194 0.00004171 0.00018752
tverson Ill, Inc. Wi 0.00006930]0.00010194 0.00006590 0.00023715
NationsBank, Trustee of the S. J. lverson
Trust Wi 0.00062110]0.00091748 0.00059064 0.00212922
PAI Incorporated wi 0.00006930]0.00010194 0.00006590, 0.00023715
Jewell Iverson Intervivos Trust wi . 0.00013159 : 0.00012513 0.00025672
S. J. Iverson, Jr. Wi 0.00018379{0.00000000 0.00017477| 0.00035856,
Wendell Welch Iverson Wi 0.00018379{0.00027220 0.00017477 0.00063076
Jeanette Y. Keohane Wi 0.00029266 0.00000000 0.00029266
Brian D. Kantor wi 0.00051756] 0.00047550 0.00017761] 0.00000000] 0.00000000 0.00117068
Peter Claxton Iverson and Alvin Martin
Iverson, Jr., Executors O/E/O Dorothy C.
Monroe, dec'd. Wi 0.000065791 0.00006257| 0.00012836
Peter Claxton Iverson and Alvin Martin
Iverson, Jr., Executors O/E/O Dorothy C.
Monroe, dec'd. wi 0.00006579] 0.00006257 0.00012836
Dr. Michael Norton, I} Wi 0.00079969] 0.00546356] 0.00259278] 0.00231881] 0.00162844]0.00032252]0.00044831] 0.00126056] 0.00079161) 0.00030670 0.01593299,
Troy or Sandra Oney Wi - 0.00092753 0.00092753
Patsy Ann Iverson Page wi 0.00018335 0.00017435 0.00035770
Elyse S. Patterson Trust B, Edward T. Wi 0.00055136{ 0.00052432 0.00107568
Wendell W. Iverson, Trustee of the SJI JR
1990 Trust wi 0.00032196]0.00047572 0.00030616 0.00110384
Wendell W. Iverson, Trustee of the PIP
1990 Trust Wi 0.00032196}0.00047572 0.00030616 0.00110384
Leonard Schaen Wi 0.00155268] 0.00047550 0.00088605 0.00291423
Barbara A. Schatz, Trustee of the Schatz
Management Trust UTA 9/1/82 Wi 0.00063975 0.00185505] 0.00130275]0.00025802]0.00035865] 0.00100845]  0.00035183] 0.00024536 0.00601986
Phoebe Shelton Wi 0.00035081 0.00033369 0.00068460
The Toles Company Wi 0.00055136]0.00081554 0.00052432 0.00188122
Wendell W. lverson, Trustee of the WWi
1990 Trust Wi 0.00032020]0.00047572 0.00030449 0.00110042
Edwin G. Wallace Wl 0.00051756 0.00035523 0.00087279
William Nickey Wi 0.0004755010.00023480 0.00035523 0.00106553
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EXHIBIT "D" oL
Attached to East Shugart (Delaware) Unit Agreement

[GAS ONLY]
S. Taylor 13 #2] S. Taylor 13 #3| Inca Fed Conoco 1 Conoco 3 Mohawk | Geronime 3| Geronimo 4] Geromino 5] Geronimo 8] Geronimo 9] Geronimo 10°] Geronimo 12 Jade 1 Total Unit Participation
Tract 1A Tract 1B Tract 2 Tract 3A Tract 3B Tract 4 Tract 5A Tract 5B Tract 5C Tract SD Tract SE Tract 5F Tract 5G Tract 6

OWNER NR! NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI
Gary Keith Tannahill, Barbara Carthell
Mathis and Amarillo National Bank, Co-
Trustees u/w/o Chester Francis Carthel,
dec'd f/b/o Olga Eudora Tannahill Mathis Wi : 0.00015994 - 0.0000645000.00008966 0.00008796] 0.00006134] 0.00046340
Gary Keith Tannahill, Barbara Cartheli
Mathis and Amarillo National Bank, Co-
Trustees u/w/o Chester Francis Carthel,
dec'd f/b/o Theodore H. Carthell 0.00015994 0.00006450]0.00008966 0.00008796] 0.00006134 0.00046340
Don t. Lee 0.00015994/ 0.00006450]0.00008966 0.00008796] 0.00006134 0.00046340
Richard E. O'Connell 0.00063975 0.00025802]0.00035865 0.00035183] 0.00024536 0.00185361
Gwendolyn Manning Williams 0.00095963 0.00278258] 0.00195413]0.00038703}§0.00053798] 0.00151268] 0.00052774] 0.00036804, 0.00902978
Lessie Fisher 0.00050423 0.00050423
E&S,LLC. 0.00200246| 0.00051180[ 0.00016500] 0.00007830] 0.00230387} 0.00161802]0.00007741]0.00010760] 0.00090761}] 0.00010555] 0.00007361] 0.00068179) 0.00863309
Dean Kinsolving 0.00200246] 0.00031988] 0.00016500] 0.00007830] 0.00185505] 0.00130275]0.00012901]0.00017933] 0.00100845]  0.00017591] 0.00012268] 0.00068179] 0.00802060]
Patrick J. Morelio 0.00046376] 0.00032569] 0.00025211 0.00104156
David J. Mossier 0.00031988 0.00092753] 0.00065138]0.00012901]0.00017933] 0.00050423] 0.00017591] 0.00012268 0.00300993
John & Alice Sharp 0.00092753 0.00050423] 0.00143175
Steve or Lola Bell 0.00030924 0.00030924
Nelson B. Alpers, Trustee of the Nelson B.
Alpers Family Trust U/T/A 5/12/97 0.00032569 0.00032569
John V. Fox 0.00008796 0.00008796
Patricia K. Jennings 0.00100123] 0.00015994] 0.00008250] 0.00003915 0.00008966 0.00008796 0.00034089 0.00180133
J. David Wrather, Jr. 0.00094146] 0.00094146,
Gene Shumate 0.00016500} 0.00007830 0.00024330
Five States 1994-E Ltd. 0.01599375 0.01599375
Five States 1995-B Ltd. 0.00799688 0.00799688
Five States 1995-D Ltd. 0.00799688 0.00799688
J. E. Cieszinski 0.00100123 0.00008250] 0.00003915 0.00034089 0.00146377
Intoil, Inc. 0.03977094 0.03977094
Nortex Corporation 0.01640797 0.00358759} 0.01999556
Harvey E. Yates Company 0.02564136]  0.00560646] 0.03124783
Spiral, Inc. 0.00338775 0.00074073] 0.00412848
Explorers Petroleum Corp. 0.00338775 0.00074073] 0.00412848
HEYCO Employees Ltd. 0.00115767]  0.00025312] 0.00141079
Yates Energy Corporation 0.00818800 0.00179030} 0.00997830
Jalapeno Corporation 0.00390473] ~ 0.00085377] 0.00475850
TOTALWI 0.06207523 0.01357269] 0.20024625] 0.06397500] 0.04399875] 0.02088000] 0.09275250] 0.06513750§0.017287260.02402955] 0.05042250] 0.01759125] 0.01643929] 0.07783741 0.76624518
Riverhill Energy Corporation ORI 0.00076604 0.00024100] 0.00011437] 0.00024734) 0.00017370]0.00001290]0.00001793] 0.00015127] 0.00001759] ©0.00001227} 0.00017045 0.00192486
St. Mary Land & Exploration Company ORI 0.00689447 0.00216899] 0.00102931] 0.00222606] 0.00156330]0.00011611]0.00016139] 0.00136141]  0.00015832] 0.00011041] 0.00153402 0.01732380
Mary Elizabeth Baish ORI 0.00002224] 0.00000711] 0.00000489] 0.00000232] 0.00004416§ 0.00003101]0.00000819]0.00001138] 0.00002401] 0.00000838] 0.00000779] 0.00000000 0.00017148
Karen Elizabeth Charles ORI 0.00002224] 0.00000711] 0.00000489] 0.00000232] 0.00004417] 0.00003102]0.00000819]0.00001139] 0.00002401] 0.00000838] 0.00000779] 0.00000000 0.00017151
Gerald E. and Emma Patricia Harrington _
Trust ORI 0.00123670] 0.00086850]0.00012901]0.00017933] 0.00050423] 0.00017591] 0.00012268 0.00321635
Higgins Trust, Inc. ORI 0.00066749] 0.00021325] 0.00014666} 0.00006960] 0.00021519} 0.00015112]0.00003991]0.00005547] 0.00011698] 0.00004081] 0.00003795 0.00175442
E. Bernard Johnston ORI 0.00054693] 0.00038409]0.00010143]0.00014099] 0.00029732] 0.00010373] 0.00009645 0.00167095
Mary Ellen Johnston ORI 0.00054693} 0.00038409]0.00010143]0.00014099] 0.00028732| 0.00010373] 0.00009645 0.00167095
Ray F. Lewis, Jr. ORI 0.00008626] 0.00006058]0.00001600]0.00002224] 0.00004689] 0.00001636} 0.00001521 0.00026354
Margaret Masters ORI 0.00053399] 0.00017060] 0.00011733] 0.00005568] 0.00175018] 0.00122910]0.00032458]0.00045117] 0.00095144] 0.00033194] 0.00030866 0.00622465
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Attached to East Shugart (Delaware) Unit Agreement

EXHIBIT "D"

R [GAS ONLY)
S. Taylor 13 #2] S. Taylor 13 #3} Inca Fed Conoco 1 Conoco 3 Mohawk | Geronimo 3| Geronimo 4] Geromino 5| Geronimo 8] Geronimo 9| Geronimo 10*] Geronimo 12]  Jade 1 Total Unit Participation
Tract 1A Tract 1B Tract 2 Tract 3A Tract 3B Tract 4 Tract 5A Tract 5B Tract 5C Tract SD Tract SE Tract 5F Tract 5G Tract 6

OWNER NRI NRI NRI NRI NRI NR! NRi NR! NRI NRI NRt NRI NRI NRI NRI
Michael R. McGuire ORI 0.00008626] 0.00006058]0.00001600}0.00002224] 0.00004689] 0.00001636] 0.00001521 0.00026354
Margaret H. Naylor Revocable Trust ORI 0.00008595} 0.00006036]0.00001594]0.00002216] 0.00004672| 0.00001630] 0.00001516 0.00026258
Wendell W. lverson, Trustee of the PIP
1990 Trust . ORI . 0.00014944] 0.00010495]0.00002771]0.00003852] 0.00008124] 0.00002834] 0.00002635 0.00045656
Rojo Inc. ORI 0.00043099] 0.00030267}]0.00007993]0.00011110] 0.00023430] 0.00008174] 0.00007601 0.00131674
Wendell W. iverson, Trustee of the SJI JR
1990 Trust ORI 0.00014943| 0.00010494]0.00002771}0.000038521 0.00008124] 0.00002834] 0.00002635 0.00045654
Katherine Mary Scott ORI 0.00002224| 0.00000711] 0.00000489] 0.00000232] 0.00004417] 0.00003102}0.00000819]0.00001139] 0.00002401] 0.00000838] 0.00000779 0.00017151
Phoebe Shelton ORI 0.00041368] 0.00029051]0.00007672]0.00010664] 0.00022488] 0.00007846] 0.00007285 0.00126384
Ralph A. Shugart Trust ORI 0.00109386} 0.00076819]0.00020286]0.00028198] 0.00059465] 0.00020746] 0.00019291 0.00334191
Clifton E. Shumate ORI 0.00000618] 0.00000434]0.00000115]0.00000159] 0.00000336] 0.00000117] 0.00000109 0.00001889
Betty Baish Strohmeyer Estate ORI 0.00006675] 0.00002133] 0.00001467] 0.00000696] 0.00013251] 0.00009306]0.00002457]0.00003416] 0.00007204] _0.00002513] 0.00002337 0.00051454
Wendell W. Iverson, Trustee of the WWI|
1990 Trust ORI 0.00014943] 0.00010494}0.00002771]0.00003852] 0.00008124| 0.00002834 o.oocommumf 0.00045655
Myrtle M. Westall Revocable Trust ORI 0.00006926] 0.00004864]0.00001284]0.00001785] 0.00003765] 0.00001313] 0.00001221] 0.00021158
George Westall ORI 0.00033374] 0.00010663] 0.00007333] 0.00003480} 0.00013851] 0.00009727]0.00002569]0.00003571] 0.00007530] 0.00002627] 0.00002443 0.00097167
Centennial ORI 0.00039109) | 0.00039109
Selma Andrews Trust #5188-01 ORI 0.00035847| 0.00011452] 0.00007876] 0.00003738 0.00058913
Graham Austin and Margaret Austin, Co-
Trustees of the Austin Family Trust U/T/A
3/22/95 ORI 0.00285767] 0.00024657] 0.00016958] 0.00008047}" 0.00335429,
Nancy Carter ORI 0.00142882| 0.00012329] 0.00008479] 0.00004024 0.00167715
Randy G. Patterson ORI 0.00006953] 0.00002221} 0.00001528] 0.00000725 0.00011426
Jack W. McCaw ORI 0.00006953} 0.00002221] 0.00001528] 0.00000725 0.00011426
William C. White ORI 0.00006953] 0.00002221] 0.00001528] 0.00000725 0.00011426
Mary Kennedy Gore and Willa Kathryn
Kennedy, equally ORI 0.00020860] 0.00006664] 0.00004583] 0.00002175 0.00034283
EHW, LLC, a New Mexico Limited Liability
Company ORI 0.00020860} 0.00006664 0.00004583} 0.00002175 0.00034283
Braille Institute of America Inc. ORI 0.00030902] 0.00009873] 0.00006790] 0.00003222)| 0.00050787
John Wallace Wallrich ORI 0.00004173| 0.00001333] 0.00000917] 0.00000435 0.00006858
Beverly Le Tourmneau ORI 0.00004173] 0.00001333] 0.00000917] 0.00000435 0.00006858
Eugene Wallrich ORI 0.00004170] 0.00001332] 0.00000916] 0.00000435 0.00006854
J. W. Walirich, Jr. ORI 0.00004170] 0.00001332] 0.00000916} 0.00000435 0.00006854
Lucy McCarley ORI 0.00142882] 0.00012328] 0.00008479] 0.00004024 0.00167713
Loffland Limited Partnership ORI 0.00010663] 0.00007333] 0.00003480| 0.00021476
Five States 1994-E Ltd. ORI 0.00453156] 0.00453156]
Five States 1995-B Ltd. ORI 0.00226578] 0.00226578
Five States 1995-D Ltd. ORI 0.00226578 0.00226578
Paul J. Anderson ORI 0.00266995 0.00266995
Thomas R. Holloway ORI 0.00266995 0.00266995
Deborah Fedric ORI 0.00266995 0.00016538] 0.00007848 0.00291382
T. E. Brown, Jr. ORI 0.00156443 0.00156443
| Orion Properties, inc. ORI 0.00075925 0.00075925
King Properties, Inc. ORI 0.00157695 0.00157695
Clifton E. Shumate, Jr., Custodial Trustee
for the Shareholders of Oil Royalties
Corporation ORI 0.00033374 0.00033374
Jack Folkner ORI 0.00078219 0.00078219,
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EXHIBIT D"
Attached to East Shugart (Delaware) Unit Agreement

. [GAS ONLY]
S. Taylor 13 #2| S. Taylor 13 #3] Inca Fed Conoco 1 Conoco 3 Mohawk | Geronimo 3] Geronimo 4] Geromino 5] Geronimo 8] Geronimo 9] Geronimo 10*] Geronimo 12 iade 1 Total Unit Participation
Tract 1A Tract 1B Tract 2 Tract 3A Tract 3B Tract 4 Tract SA Tract 5B Tract 5C Tract 5D Tract SE Tract 5F Tract 5G act 6
OWRNER NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI NRI
Louise Folkner Lane ORI 0.00039109 0.00039108
Robert L. Folkner ORI 0.00007823 0.00007823
Mark Ryan Folkner ORI 0.00007823) 0.00007823
Carl Lewis Folkner, Jr. ORI 0.00007823 . . 0.00007823
Stephen Francis Folkner ORI 0.00007823 0.00007823
John Christopher Folkner ORI 0.00007823] 0.00007823
Conoco, Inc. ORI 0.00329991 0.00329991
George H. Hunker, Jr. ORI 0.00266995 0.00016538] 0.00007848, 0.00291382
George Shannon, Executor O/E/O Gladys
Shannon, dec'd. ORI 0.00001566) 0.00001566
William J. Casey ORI 0.00004894 0.00004894
NationsBank, Trustee u/w/o David B.
Trammell ORI 0.00005187 0.00005187
Carol David Trammell ORI 0.00002594 0.00002594
NationsBank Texas, N.A., Fort Worth,
Trustee of the Margaret Ruth Trammell
Trust ORI 0.00002594] 0.00002594
Richard Borgaard OR| 0.00007634] 0.00007634
Margaret Johnson McCurdy, Trustee U/T/A
9/30/88 ORI 0.00100322 0.00100322
Harmac Qil & Gas, Inc. ORI 0.00019250, 0.00019250
DNR Oil & Gas, Inc. OR! 0.00009135 0.00009135
Patrica A. Brunson ORI 0.00016598 0.00003629| 0.00020227
Jimmie L. Charlesworth ORI 0.00033195| 0.00007258| 0.00040453
Tommye G. Ewing ORI 0.00033185 0.00007258 0.00040453
Bette Taylor Gamer ORI 0.00037938 0.00008285! 0.00046233
Acme Land Company ORI 0.00031808 0.00031809
Branex Resources Inc. ORI 0.00139420 0.00030484 0.00169804
Olin E. Groves ORI 0.00028453 0.00006221 0.00034674
Cecil E. & Ella Belle Holeman Trust A ORI 0.00018969 0.00004148 0.00023116
Cecil E. & Ella Belle Holeman Trust B ORI 0.00018969 0.00004148 0.00023116
Prime Energy Asset & Income Fund AA-3 | ORI 0.00029876]  0.00006532] 0.00036408
Prime Energy Asset & Income Fund AA-4 | ORI 0.00029876}  0.00006532 0.00036408
Sally Meader Roberts ORI 0.00028453 0.00006221 0.00034674
Vivian C. Brunson ORI 0.00016598 0.00003629 0.00020227
TOTAL ORI 0.00431539 0.00094356} 0.03337438] 0.01066250] 0.00733313| 0.00348000] 0.00989360] 0.00694800]0.00140477]0.00195265} 0.00537840 o.oodunawm“ 0.00133586] 0.00170447| 0.098025127
, l

18-31, Inc. CwWI 0.00022261] 0.00015633]0.00005504]0.00007651] 0.00012101 0.00005629] 0.00005234 0.00074014
John Michael Frost cwi] 0.00013356] 0.00009380]0.00003303]0.00004591] 0.00007261 0.00003378] 0.00003141 0.00044409
Marianne Keohane Frost cwif 0.00066782}] 0.00046898]0.00016513]0.00022954] 0.00036304] 0.0001 6888] 0.00015703 0.00222043
Mark James Frost cwi| 0.00013356] 0.00008380]0.00003303|0.00004591] 0.00007261] 0.00003378| 0.00003141 0.00044409
Theresa Ann Frost cwij 0.00013356] 0.00009380}0.00003303]0.00004591] 0.00007261 0.00003378] 0.00003141 0.00044409
Sue Saunders Graham cwi] 0.00044521] 0.00031266]0.00011009)0.00015302] 0.00024203 0.00011258] 0.00010469 0.00148028
Donald S. Iverson, Deceased cwil 0.00005565] 0.00003908|0.00001376]0.00001913] 0.00003025] 0.00001407| 0.00001309 0.00018504
Iverson, Il1, inc. cwi| 0.00005565] 0.00003908|0.00001376]0.00001913] 0.00003025] 0.00001407] 0.00001308 0.00018504
PAI Incorporated cwi) 0.00005565) 0.00003908]0.00001376]0.00001913] 0.00003025] 0.00001407] 0.00001309 0.00018504
Jewell Iverson intervivos Trust, Richard R.
Sullivan, Successor Trustee CWI 0.00016695] 0.00011725]0.00004128]0.00005738] 0.00009076] 0.00004222] 0.00003926] 0.00055511
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*NOTE: The working interests in Tract SF (Geronimo Federal #10) are subject to the terms of that certain farmout agreement dated October 10, 1985, between 18-31, Inc. and Siete Oil & Gas Corp. The working interest

EXHIBIT "D"
Attached to East Shugart (Delaware) Unit Agreement
. [GAS ONLY]
S. Taylor 13 #21 S. Taylor 13 #3] Inca Fed Conoco 1 | Conoco 3 Mohawk | Geronimo 3| Geronimo 4] Geromino 5] Geronimo 8] Geronimo 9] Geronimo 10°{ Geronimo 12]  Jade 1 Total Unit Participation
Tract 1A Tract 1B Tract 2 Tract 3A Tract 3B Tract 4 Tract SA Tract SB Tract 5C Tract SD Tract SE Tract SF Tract 5G Tract 6
OWNER NRI NRI NRI NRI NRJ NRI NRI NRI NRI NRI NRI NRI NRI NR! NRI
S. J. Iverson, Jr. Ccwi 0.000148401 0.0001042210.00003670}0.00005101] 0.00008068] 0.00003753¢ 0.00003490 0.00049343
Wendell Welch Iverson CWwi 0.00014840] 0.00010422]0.00003670]0.00005101] 0.00008068] 0.00003753} 0.00003490 0.00049343
Jeanette Y. Keohane Cwi 0.00026713} 0.00018760{0.00006605]0.00009181] 0.00014522] 0.00006755] 0.00006281 0.00088817
Peter Claxton Iverson and Alvin Martin ’ ’ :
Iverson, Jr., Executors O/E/O Dorothy C.
Monroe, dec'd. cwij 0.00008348}] 0.00005862]0.00002064]0.00002869] 0.00004538] 0.00002111} 0.00001963] 0.00027755
Peter Claxton lverson and Alvin Martin
Iverson, Jr., Executors O/E/O Dorothy C.
Monroe, dec'd. Cwij 0.00008348] 0.00005862]0.00002064]0.00002869] 0.00004538] 0.00002111] 0.00001963] 0.00027755
Patsy Ann Iverson Page O<<__ 0.00014840] 0.00010422]0.00003670}0.00005101} 0.00008068] 0.00003753] 0.000034S0 0.00049343
Edward T. Matheny, Jr. and Commerce
Bank of Kansas City, Trustee U/W/O Elyse
Saunders Patterson cwi 0.00044521] 0.00031266]0.00011009}0.00015302} 0.00024203] 0.00011258] 0.00010469 0.00148028
Wendell W. iverson, Trustee of the PIP _ L L — k
1990 Trust Ccwi 0.00042666] 0.00029963]{0.00010550§0.00014665] 0.00023194] 0.00010789] 0.00010033 0.00141861
Wendell W. Iverson, Trustee of the SJt JR _ _ _
1990 Trust CWI 0.00042666] 0.00029963]0.00010550§0.00014665) 0.00023194] 0.00010789] 0.00010033] 0.00141861
Phoebe Shelton cwi| 0.00044521] 0.00031266]0.00011009]0.00015302] 0.00024203]  0.00011258] 0.00010468] 0.00148028
The Toles Company cwi| 0.00044521] 0.00031266}0.00011009]0.00015302] 0.00024203] 0.00011258] ©0.00010469] 0.00148028
Wendell W. Iverson, Trustee of the WWI _ _ _ _
1990 Trust cwi 0.00042666}] 0.00029963]0.00010550]0.00014665] 0.00023194] 0.00010789| 0.00010033 0.00141861
TOTAL CwiI 0.00556515} 0.00390825)0.00137610]0.00191280} 0.00302535] 0.00140730} 0.00130860 0.01850355
Department of the Interior - MMS RI 0.00948438 0.00207375] 0.03337438] 0.01066250] 0.00733313] 0.00348000] 0.01545875] 0.01085625]0.002 0.00398500f 0.00840375] 0.00293188} 0.00272625] 0.01136313] 0.12500000
TOTAL 0.07587500) 0.01 mmwooo_ o.wmmwwmoo“ 0.08530000] 0.05866500] 0.02784000] 0.12367000] 0.08685000]0.02283500]0.03188000] 0.06723000] 0.02345500] 0.02181000 o.owomomoo_ 1.00000000
shown herein are the Before Payout interests,

in the event Tract 5F reaches payout as define in said farmout agreement the working interests in Tract SF will be adjusted accordingly.
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