RECEIVED

COOPERATIVE DEVELOPMENT AGREEMENT

AUG 0 4 2003
NORTHEAST DRINKARD FIELD
~ LEA COUNTY, NEW MEXICO OIL CONSERVATION
: DIVISION

THIS AGREEMENT is entered into this 16th day of June, 2003, by and between the
following parties: '

APACHE CORPORATION, a Delaware corporation, as Operator of the Northeast
Drinkard Unit (more particularly described below), herein called "Apache", whose

mailing address is Two Warren Place, Suite 1500, 6120 South Yale Avenue, Tulsa,
‘Oklahoma 74136

and
APACHE CORPORATION, a Delaware corporation, as Operator of the Southland
Royalty Company Lease (more particularly described below), whose mailing address
is Two Warren Place, Suite 1500, 6120 South Yale Avenue, Tulsa, Oklahcoma 74136

(Each party sometimes hereinafter referred to as "Party" or collectively as the "Parties".)

WITNESSETH THAT:
WHEREAS Apache is Operator of the following oil and gas properties in Lea County, New
Mexico: ‘
v _ ,
. The Northeast Drinkard Unit — created by Unit Agreement dated May
1, 1987, recorded in Book 489, page 69 of the Deed of Records of
Lea County, New Mexico; and
2. The Southland Royalty Company, et al, Leases — covering the

following-described land in Lea County, New Mexico:
Township 21 South, Range 37 East, N.M.P.M.

p Section 4: SE/4 SW/4, NE/4 SE/4, S/2 SE/4
Section 9: NE/4

(The above properties are collectively herein called the "Properties”.)

WHEREAS the Parties, in their respective capacities as Operators of the Properties, desire to
provide for the drilling and operation of certain lease line producing wells on or rear the common
boundaries of their respective leases described above so as to promote the recovery of additional oil
and gas reserves from the Blinebry/Tubb/Drinkard Formations underlying the regions near their

common lease boundaries and to protect the correlative rights of the various owners in the oil and
gas reserves underlying said lands. '

WHEREAS insofar as this Agreement applies to production from the
Blinebry/Tubb/Drinkard Formations, the Parties agree the Blinebry/Tubb/Drinkard Formations shall

cover that continuous stratigraphic sub-surface portion of the Properties, as defined in the Unit
Agreement for the Northeast Drinkard Unit as the "Unitized Formation."

NOW, THEREFORE, IN CONSIDERATION of the premises and the mutual promises and
agreements herein contained, the Parties agree as follows:

Section 1. Producers

In an effort to protect the correlative rights of all Parties and to promote the optimum
recovery of hydrocarbons from the Blinebry/Tubb/Drinkard Formations under the Properties, the
Parties hereby agree Two (2) lease line wells will be drilled and completed as
Blinebry/Tubb/Drinkard Formation producers at the following approximate locations in Section 10:
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NEDU # 418 — 1250’ FNL & 150’ FWL Section 10, T-21-5, R-37-E, NMPM
NEDU # 419 — 150’ FNL & 160’ FWL Section 10, T-21-S, R-37-E, NMPM

(eaéh of such wells being hereinafter referred to as a "Well" or collectively as the "Wells").

Each of the above Wells is located near a common lease boundary, and Apache, &s Operator of the
Northeast Drinkard Unit, and Apache, as Operator of the Southland Royalty Company Lease, agree
to the following with regard to each Well:

a.

JAMARIO\FORMS\NEDU_418_419COOPLEASELINEPRODAGR030611.DOC

Wells NEDU #418 and #419 shall be located on the Northeast Drinkard Unit
and shall be operated by Apache, as Operator of the Northeast Drinkard Unit,
subject to the terms of this Agreement

The Parties agree to assist and cooperate with each other in their efforts to
drill and operate their respective Wells and associated facilities. Upon written
request, each agrees to execute any and all waivers necessary to obtain
regulatory approval for the drilling and operating of the subject Wells.

The cost of drilling, testing, completing, equipping and operating the Wells
shall be borne by the Parties in the percentages shown below:

Apache, as Operator Apache, as Operator

Well # - of the Northeast If f thle Sguthland
Drinkard Unit oyalty Company
Lease
418 . 68% 32%
419 70% 30%

The Parties agree all oil, gas and other minerals produced from the Wells
shall be allocated to the various leases set forth below in the percentage
shown to the right of each lease name.

Well #418 —

Northeast Drinkard Unit 68%
Southland Royalty Company Lease - 32%
: 100%

Well #419 —
Northeast Drinkard Unit - 70%
Southland Royalty Company Lease - 30%
' 100%

The Parties, in their respective capacities as Operators, shall take in kind and/or
separately market the share of production from each Well which is allocated to its
lease(s) as shown above and shall be responsible for the distribution of production
proceeds to the various owners (working, royalty, and overriding royalty, etc.) under
their respective lease(s). Any party taking its share of production in kind shall be
required to pay only for its proportionate share of such part of Operator's surface
facilities which it uses. In the event one or more parties' separate disposition of its
share of the gas causes split-stream deliveries to separate pipelines which on a day-
to-day basis for any reason are not exactly equal to a party's respective proportionate
share of total gas sales to be allocated to it, the balancing or accounting between the
respective accounts of the parties shall be in accordance with the Gas Balancing
Agreement attached hereto as Exhibit "B" and incorporated herein for the aforesaid

purposes.

In the event any party shall fail to make the arrangements necessary to take in kind
or separately dispose of its proportionate share of the oil produced from the
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cooperative Well(s), Operator shall have the right, subject to the revocation
at will by the party owning it, but not the obligation, to purchase such oil or
sell it to others at any time and from time to time, for the account of the
non-taking party at the best price obtainable in the area for such production.
Any such purchase or sale by Operator shall be subject always to the right
of the owner of the production to exercise at any time its right to 1ake in
kind, or separately dispose of; its share of all oil not previously delivered

to a purchaser. Any purchase or sale by Operator of any other party's share
of oil shall be only for such reasonable periods of time as are consistent with
the minimum needs of the industry under the particular circumstances,

but in no event for a period in excess of one (1) year.

It is further agreed the Operator of each Well may commingle production
from that Well with production from other Blinebry/Tubb/Drinkard
producing wells. In such event, it is agreed monthly oil production from all
Blinebry/Tubb/Drinkard wells producing into a common lease storage facility
shall be allocated to such wells based on 24 hour well test(s) run on each well
producing into the lease storage facility. Such well tests shall be conducted

_on each well at least once per month. If more than one valid test is taken per
month, then the several test rates shall be averaged.

A valid test is defined as a well test where the measured rates follow
reasonably expected values. Abnormal readings shall not be used in well
potential average until verification of proper operation of well pumping
equipment and metering facilities has been made, indicating that the test is
representative of actual production. Each Operator bears responsibility for
making determination of well test validity for use in computing well
potentials on the Wells it operates, but records of all tests, those deemed valid
and invalid, shall be kept for review by the non-operator.

The monthly allocation of production from a common storage facility shall be
calculated using the following formula:

Well Allocation = Well Potential x Battery production
’ Battery Potential

Well Potential = Test for well x days on production

Battery Potential = Sum of Well Potentials for all wells
producing into lease storage facility

Battery Production = Actual monthly production produced
into lease storage facility from all
lease wells connected to a common
lease storage facility.

All oil or gas produced from the Wells shall be measured in accordance with
the metering practices accepted by the New Mexico Oil Conservation
Commission (or any other applicable governmental body with jurisdiction)
for commingled production. The method used shall be checked for accuracy
at least once every month. All gas separated from oil shall be metered or
determined from well test before delivery to the gas purchaser. Each Party
operating a Well shall give the other Party at least seven days' notice before
conducting any test on the metering system used to measure production from
any such Well and the non-operating Party has the right to witness any such
test(s).

e. The Parties agree to furnish the other with a copy of the drilling and
completion program for each Well it is required to drill and operate pursuant
to this Agreement and shall attempt to gain the concurrence of the other prior
to the actual drilling of any Well.
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Section 2. Rovalty Administration

a. Operator shall account for and administer the royalty interests in the
Northeast Drinkard Unit in accordance with the terms of the Unit A.greement
and individual leases covering and including same, and hold Non-Operator
harmless and free from all liability, claims damages and losses of any kind
and nature whatsoever arising therefrom.

b. Operator shall account for and administer the royalty interests in the
Southland Royalty Lease in accordance with the terms of the I.ease and
individual leases covering and including same, and hold Non-Operator
harmless and free from all liability, claims damages and losses of any kind
and nature whatsoever arising therefrom

Section 3. Other Coop Operations

a. The Parties agree to exchange monthly production data concerning all wells
from which production is being commingled with production from the Wells.
The Parties also agree to exchange injection data (rates, volumes, pressures,
and profile surveys) for each injection well located off-set to: (1) a Well; and
(2) any producing well from which production is being commingled with
production from a Well. Both parties shall at all reasonable times have
access to the lands subject to this Agreement to inspect, review, and audit all -
pertinent books, records, and accounts in connection with the drilling and
operation of the Wells.

b. As to each Well drilled pursuant to this Agreement wherein the Parries agree
to share the costs of drilling, completing, equipping, and operating cr to share
production from such Well, the designated operator agrees to furnish the
other Party with the following Well information:

- Daily Drilling Reports on the progress of the Well which shall
include drilling depth, information on all tests including
character, thickness, and name of any formation penetrated,
shows of oil, gas or water, and detailed reports on all drillstem
tests. S :

- One (1) copy of all forms furnished to any governmental
authority

- Two (2) copies of all electrical logging surveys Two (2)
copies of any well logs run on the Well

- One (1) copy of the Plugging Record, if any.

Section 4. Initial and Subsequent Operations

a. The Parties hereby agree to use their best efforts to drill, test, complete, and
equip all the Wells so that production can begin on or before October 1, 2003,
in all the above described Wells. In this regard, the Parties hereby grant and
authorize the designated operator of the Wells to commence drilling
operations on such Wells and to charge the joint account in the proportions
herein provided, with the costs of such operations.

b. - After the Wells have been drilled and completed, Apache, as Operator of the

- NEDU Wells #418 and # 419, agrees it shall not initiate any work estimated

to cost or make any expenditure in excess of $50,000 relating to a jointly
owned Well without the prior written consent of the other Party.
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"Section 5. COPAS Accounting Procedures

The costs of drilling, testing, completing, equipping and operating all Wells subject to this

Agreement shall be charged to the Parties in proportion to their respective interests in each such Well

as set forth hereinabove and in accordance with the COPAS - Accounting Procedures Form attached
hereto as Exhibit A. '

Section 6. Insurance

At all times while operations are conducted hereunder by either Party, such Operator shall
either qualify as self-insured under applicable federal and state laws or maintain in force for the
protection of all Parties hereto the following insurance coverage:

- Workers' Compehsation Insurance to cover full liability under the Workers'
Compensation Law of 1993 and any other applicable law.

- Employers' Liability Insurance with a limit of $1 ,000,000 each occurrence.

~ All insurance purchased or carried for the Parties by either Party shall, to the extent possible,
provide for waiver of insurers' rights of subrogation against all Parties. No insurance, other than that
described above, shall be carried for the benefit of the Parties. Each Party individually may acquire
insurance as it deems prudent to protect itself against any uninsured/self-insured losses or exposures;
provided, however, such insurance shall contain a waiver of insurers' rights of subrogation against all
other Parties to the monetary extent the Party so insured is obligated under this Agreement to bear its
share of losses. Upon request, the Parties shall cause a certificate of the insurance obtained
hereunder for the joint account to be delivered to the requesting Party. Such certificate shall describe
the coverage obtained, list the Parties insured thereunder, and provide a minimum of 30 days notice
to all non-operating Parties prior to cancellation or material changes.

For the protection of the Parties, the Parties shall require contractors performing work on
their respective operated Wells to obtain and maintain all insurance and bonds as may be required by
any applicable law, regulation, rules or contract and any other insurance they deem prudent to
require. To the extent possible, any indemnities the Parties are able to obtain from contractors shall
also be for the benefit of other Party hereto.

Section 7. Term of Agreement

This Agreement shall remain in full force and effect so long as any of the Wells continue to
produce oil or gas or both, and for an additional period of ninety (90) days from cessation of all
production; provided, however, if, prior to the expiration of that additional ninety day period, one or
more of the Parties to this Agreement engages in re-working one of the Wells, this Agreement shall
continue in force until those operations have been completed and, if production results therefrom,
this Agreement shall continue in force as provided herein. Upon cessation of the production of oil or
gas from a Well, the Operator of that Well shall plug and abandon the Well in accordance with all
rules and regulations of all governmental agencies having jurisdiction over the premises at the cost,
risk and expense of the Parties as provided herein and shall salvage all equipment in and on the
Well(s) for the Joint Account. The termination of this Agreement shall not relieve any Party from
any liability which has accrued hereunder prior to the date of termination, including, but not limited
to, costs of plugging, abandoning and site restoration.

Section 8. Transfer of Interest

If any instrument purporting to effectuate the sale, assignment, or transfer of any interest
hereto in or to the property upon which the said Cooperative Well is to be or is drilled does not
expressly provide that such sale, assignment or transfer is made and accepted subject to this

Cooperative Well Agreement, the purported sale, assignment or transfer of any such interest shall be

void.
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Section 9. Notices

Any notices required to be given hereunder shall be deemed to have been given when such
notice in writing shall have been deposited in the United States mail, postage prepaid and addressed
to the Parties at the following addresses: '

Apache Corporation, as Operator of Apache Corporation, as Operator of
the Northeast Drinkard Unit the Southland Royalty Company Lease
Two Warren Place, Suite 1500 ‘ Two Warren Place, Suite 1500

6120 South Yale Avenue ’ 6120 South Yale Avenue

Tulsa, OK 74136 Tulsa, OK 74136

Attn: Mario R. Moreno, Jr. Attn: Mario R. Moreno, Jr.

FAX No.: (918) 491-4854 FAX No.: (918) 491-4854

Each Party shall make its best effort to provide the other Party with an immediate report
(within 48 hours) of all pollution/environmental incidents which occur on the Properties operated by
that Party and which are required to be reported to any governmental authority.

Section 10. Force Majeure

In the event that any Party hereto is rendered unable, wholly or in part, by force majeure to
carry out its obligations under this Agreement, other than the obligation to make payments of .
amounts due hereunder, upon such Party's giving notice and reasonably full particulars of such force
majeure in writing or by telegraph to the other Party or Parties hereto within a reasonable time after
the occurrence of the cause relied upon, the obligations of the Party giving said notice, insofar as
they are affected by such force majeure, shall be suspended during the continuance of any inability so
caused, but for no longer period; and the cause of the force majeure so far as possible shall be
remedied with all reasonable dispatch.

The term "force majeure” as employed herein shall mean an act of God, strike, lockout, or
other industrial disturbance, act of the public enemy, blockade, riot, lightning, fire, storm, flood,
governmental restraint, involuntary failure of water supply and any other cause whether of the kind
herein enumerated or otherwise, not reasonably within the control of the Party claiming suspension.

The settlement of strikes, lockouts, and other labor difficulties shall be entirely within the
discretion of the Party having the difficulty. The above requirement that any force majeure shall be
remedied with all reasonable dispatch shall not require the settlement of strikes, lackouts, or other
labor difficulties by acceding to the demands of opponents therein when such course is inadvisable in
the discretion of the Party having the difficulty.

Section 11. Liabilities of the Parties

The rights, duties, obligations, and liabilities of the Parties hereto shall be several, and not
joint or collective, and nothing herein contained shall ever be construed as creating a partnership of
any kind, joint venture, association or a trust, or as imposing upon any or all of the Parties hereto a
partnership duty, obligation, or liability. Each Party hereto shall be individually responsible only for
its obligations. The Parties agree that no special or fiduciary relationship exists between them.

Each of the Parties, with respect to the Wells each operates, shall conduct all operations in a
good and workmanlike manner as would a reasonably prudent operator under the same or similar
circumstances. Each shall freely consult with the other and keep it informed of all matters the
operator, in the exercise of its best judgment, considers important. Each shall make all decisions
concerning the Wells it operates. Each in its role as operator of a Well shall not be liable to the other
for damages unless those damages result from its gross negligence or willful misconduct.

Each Party shall be responsible for paying all costs for claims and damages which are caused
or arise due to each Party's own gross negligence or willful misconduct with regard to the Wells
operated by such Party.
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Each Party hereby elects to be excluded from the application of Sub-chapter "K" of Chapter 1
of Subtitle "A" of the Internal Revenue Code of 1986, insofar as such Sub-chapter or any portion
~ thereof relates to the operations covered by this Agreement. Each Party as Operator is hereby
authorized and directed to execute on behalf of each of the Parties hereto such additional or further
evidence of such election as may be required by regulations issued under such Sub-chapter "K", or
should said regulations require each Party to execute such further evidence, each Party agrees to
execute such evidence or to join in the execution thereof.

Section 12. Binding Agreement

The terms and provisions hereof shall be binding upon and shall inure to the benefit of the
Parties hereto and their respective successors, legal representatives and assigns. The Parties agree
that, if either assigns its rights and obligations under this Agreement, it shall remain primarily liable
to the other for fulfillment of the obligations of this Agreement.

Each Party agrees to separately attempt to secure the ratification of this Agreement by the
required percentage of the co-leasehold owners in their respective leases subject tc this Agreement. If
the requisite percentage of co-leasehold owners in either Party's leases do not approve this
Agreement, then this Agreement shall have no force or effect and be void.

Section 13. Liabilities

Each party hereto agrees to indemnify, defend, protect and hold harmless the other party hereto
from and against any claims, demands, losses and/or liabilities (hereinafter, collectively, “liabilities”), by or
due the royalty owners of the other party hereto or due its own royalty owners, for the lands referenced
herein, that arise from its operations pursuant to the provisions of this agreement; excepting, however,
liabilities which arise from the gross negligence or willful misconduct or breach of any provision herein by
the other party hereto. “Party” shall include one's officers or employees. Such indemnities shall include,
without limitation, attorneys' fees, court cost, and litigation expenses. Each party furthermore releases the
other party hereto from any liabilities for damage to the releasing party's interest in and 1o the releasing
party's land described herein, arising from the operations contemplated by the agreement, provided such
operations are conducted in accordance with the terms and conditions of same and such damage is not the
result of gross negligence or willful misconduct of such other party.

This instrument may be executed in any number of Couhterparts, each of which shall be considered
and original for all purposes.

IN WITNESS WHEREOF, the Parties hereto have executed this Agreement effective as of the date
first above written. ' ‘

APACHE CORPORATION, as Operator of the

Printed wob Johnston o %

N'/ Title: Ce egion Vice Presideat, Exploration

By:
Charles L. Caebb

MARATHON OIL COMPANY

By:
Printed Name:
Title:
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JOHN H. HENDRIX CORPORATION

By:
Printed Name:
Title;

By: ,
. JoAnn Garrison

By:

Owen McWhorter

By:

Lavena Howard

By:

Marjorie Cone Kastman

By:

Ann W. Morris

By:

Mary Anne Riwinsky

RAMB VENTURES LLC

By:_
Printed Name:
Title:

By:

Jeff S. Manuppelli

MERIT ENERGY

By:
Printed Name:
Title:

EXXON COMPANY USA

By:
Printed Name:
Title:
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From=APACHE CORP

9184914854 T-785 P.007/014 F-014

JOHN H. HENDRIX CORPORATION

By:
Printed Name:
Title:

By:

JoAnn Garrison e

N

By: : Co-
Owen McWhorter - -

By:

Lavena Howard

.(\By: MWMM &'m/ m-]

Marjorfe Cone Kastman...., ..

By:
Ann W. Morris

By:

Mary Anne Riwinsky

RAMB VENTURES LLC

By:
Printed Name:
Title:

By: .
Jeff S. Manuppelli

MERIT ENERGY

By:
Printed Name:
Title:__

EXXON COMPANY USA

By:
Printed Name:
Title:
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o~

JOHN H. HENDRIX CORPORATION

By:
Printed Name:
Title:

By:

JoAnn Garrison

By:

Owen McWhorter

By:

Lavena Howard

By:

Marjorie Cone Kastman

By:

Ann W, Morris

By:
R Mary Annc Riwinsky

7( RAMB VENTURES LLC

By:
Printed Name: Rober7 L. BRUSEN, r
Tide:____ManlAGER

By:

Jeff S. Manuppelli

MERIT ENERGY

By:
Printed Name:
Title:

EXXON COMPANY USA

By:
Printed Name:
Title:
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~

JOHN H. HENDRIX CORPORATION

By:
Printed Name:
Title;

By:

JoAnn Garrison

By:
Owen McWhorter

By:

Lavena Howard

By:

Marjorie Cone Kastman

By:

Ann W. Morris

By: -
Mary Anne Riwinsky

RAMB VENTURES LLC

By:
Printed Name:
Title:

](By:_

MERIT ENERGY

By:
! Printed Name:
Title:

EXXON COMPANY USA

By:
Printed Name:
Title:

v
'
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OCEAN ENERGY INC.

By:

Printed Name:

Title:

By:

Katherine A. Keck

FIDELITY EXPLORATION & PRODUCTION CO.

. By:

" Printed Name:

Title:

APACHE CORPORATION, as Operator of the

SouthldndRoyalty Company Lease
\g By: ; .

%‘ Printed eiZiob Johnston

egion Vice President, Exploration

STATE OF @( lahom# )

)
COUNTY OF Julsrr ) ;
This instryment was acknowledged before me this {2 Hday of e mee ,
2003, by et T M‘Lﬂﬂ%&ﬁ@@éﬁ Apache
Corporation, a Delaware corporation, on behalf of sald corporation.
Notary Public Oklahoma

4T AR OFFICIAL SEAL
SHEILA REXROAD

TULSA COUNTY i oend
%" Gomm. Exp. 07-28-2004 tary Public, State of
STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me on this dayof .= - ,

2003, by Charles L. Cobb, on behalf of said individual.

Notary Public, State of
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' STATE OF, )
.+ COUNTY OF

Thefwe inshumentwasackuowledgedbeforemonthxs dayof l e
2003, bycruﬂeu. Cobh, onbehalfofsmdmdzvidual. o d i iy

A )

ST NOMMHG.M_@&‘.‘ . nd
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STATE OF ).
)
‘COUNTY OF )
This instrument was acknowledged before me this ~ day of ,
2003, by } , of Marathon Oil Company, a
corporation, on behalf of said corporation.
Notary Public, State of
STATE OF )
)
COUNTY OF )
This instrument was acknowledged before me this day of ,
2003, by , of John H. Hendrix Corporation, a
' corporation, on behalf of said corporation. ’
Notary Public, State of
STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me on this day of ,

2003, by JoAnn Garrison, on behalf of said individual.

Notary Public, State of

STATE OF )

)

- COUNTY OF )
The foregoing instrument was acknowledged before me on this day of ,

2003, by Owen McWhorter, on behalf of said individual.

- Notary Public, State of

STATE OF )
)
COUNTY OF _ )
- The foregoing instrument was acknowledged before me on this day of ,

2003, by Lavena Howard, on behalf of said individual.

Notary Public, State of
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STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me on this -~ day of

2003, by Marjorie Cone Kastman, on behalf of said individual.

Notary Public, State of

STATE OF

)
)
COUNTY OF 5!

The foregoing instrument was acknowledged before me on this day of
2003, by Ann W. Morris, on behalf of said individual.

Notary Public, State of

STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me on this day of

2003, by Mary Anne Riwinsky, on behalf of said individual.

Notary Public, State of

STATE OF )
, )
COUNTY OF )
This instrument was acknowledged before me this day of ,
2003, by , ' of Ramb Ventures LLC, a
corporation, on behalf of said corporation. -
Notary Public, State of
STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me on this day of ,

2003, by Jeff S. Manuppelli, on behalf of said individual.

Notary Public, State of
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-

From=APACHE CORP 9184814854

STATE OF  Jwaa/ )
)
COUNTY OF A‘@@g )

The foregoing instrument was acknowledged before me on this
2003, by Marjoriec Cone Kastman, on behalf of said individual.

.:-'I:.D-.'l’.n.! £ SR L SRS T

Py RENDA B, BOLES
A (?:c‘m"y Publin, Siats of Texas

T-785 P.008/014 F-014

_ "y of Qude”

Hy Comussion Expires
; 2-03-2007

STATE OF

)
)
)

COUNTY OF

The foregoing instrument was acknowledged before me on this
2003, by Ann W. Morris, on behalf of said individual,

Notary Publxc, State of

day of

Notary Public, Stare of

STATE OF )
: ' : )
COUNTY OF __ )

The foregoing instrument was acknowledged before me on this

2003,'by Mary Anne Riwinsky, on behalf of said individual.

day of

Notary Public, State of

STATE OF )
)
COUNTY OF )

This instrument was acknowledged before me this

day of .

2003, by

corporanon, on behalf of said corporation.

01 Ramb Ventures LLC, a

Notary Public, State of

' - - - —_

STATE OF

e’ N

COUNTY OF

The foregoing instrument was acknowledged before me on this

2003, by Jeff S. Manuppelli, on behalf of said individual,

day of

Notary Public, State of

JAMARIQIFORMSWNEDL!_413_419COOPLEASRLINEPRODAGR030611.D0C
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STATE OF )
)
COUNTY OF )
The fpregoing instrument was acknowledged before me on this day of ,

2003, by Marjoriec Cone Kastman, on behalf of said individual.

Notary Public, State of
STATE-OF _ - )
)
COUNTY OF )
The foregoing instrument was acknowledged before me on this day of .
2003, by Ann W. Morris, on behalf of said individual.
Notary Public, State of
STATE OF )
‘ )
COUNTY OF )
The foregoing instrument was acknowledged before me onthis _ day of ,

2003, by Mary Anne lemsky, on behalf of said individual.

Notary Public, State of

STATE OF Colormo
. )
COUNTY OF ﬁ&'ri_ )
This instrument was acknowledged before: me this l‘/ day of Jul Y

2003, by &MLMM of Ramb Ventures LI.C, a
a Colopuetasts - eerporatiom, on behalf of said cerperatien~ Comapary

[

Notary Publid, State of _Cglonap e _

My CDMMQ 56190 &P'rcs 3-22-23004

)
)
)

The foregoing instrument was acknowledged befure me on this day of
2003, by Jeff S, Manuppelli, on behalf of said individual,

Notury Public, State of

SAMARIOWORMSINEDU_418_419CO0OPLEASELINEPRODAGR030611.00C )jq-yg 11
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STATE OF )
)
COUNTY OF )

The foregoing instrument was acknowledged before me on this day of
2003, by Marjorie Cone Kastman, on behaif of said individual.

Notary Public, State of

STATE OF )
)
COUNTY OF )

The foregoing instrument was acknowledged before me on this day of
2003, by Ann W. Morris, on behalf of said individual.

Notary Public, State of
STATE OF )
COUNTY OF )
The foregoing instrument was acknowledged before me on this day of .

2003, by Mary Anne Riwinsky, on behalf of said individual.

Notury Public, State of
STATE OF )
)
COUNTY OF )
This instrument was acknowledged before me this day of ,
2003, by of’ Ramb Ventures LLC, a

corporanon, on behalf of said cozporatzon

Notary Public, State of

STATEOF ™ (€4fey )
county oF (beprd %

The foregoing instrument was acknowledged before {—\w 8 day of s
2003,,by Jeff S. Manuppelli, on behalf of said indivigual

JAMARIGAFORMS\NEDU_118_$19COOPLEASELINEPROPAGRO30611.D0OC HG‘YE 11



STATE OF )

)
COUNTY OF )
This instrument was acknowledged before me this day of ,
2003, by . , _of Merit Energy.
Notary Public, State of
STATE OF )
| )
COUNTY OF )
This instrument was acknowledged before me this | day of ,
2003, by . of Exxon Company USA, on behalf of said
company.
Notary Public, State of
STATE OF )
)
COUNTY OF )
This instrument was acknowledged before me this day of ,
2003, by , of Ocean Energy Inc.
Notary Public, State of
STATE OF )
| )
COUNTY OF )
The foregoing instrument was acknowledged before me on this dayof - - ,

2003, by Katherine A. Keck, on behalf of said individual.

Notary Public, State of

J :\MARlO\FORMS\NED‘U_418_4l9CO0PLEASELINEPRODAGR%%I 1.DOC I aye 12



STATE OF )
)
‘COUNTY OF )
This instrument was acknowledged before me this _day of ,
2003, by _ , of Fidelity Exploration & Production

Company, on behalf of said company.

Notary Public, State of

JAMARIO\FORMS\NEDU_418_419COOPLEASELINEPRODAGR030611.DOC II oye 13
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COPAS — 1984 — ONSHORE

Recommended by the Council
HeaffblR 601, BOX 800 . of Petroleum Accountants

TULSA OK 74101 Societies EUPHS‘\

EXHIBIT oA

Attached to and made a part of _that certain Cooperative Development Agreement dated
June 16, 2003, by and between Apache Corporation, as Operator of "the: Northeast Drinkard
Unit, and Apache Corporation as Operator of Southland Royalty Lease.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

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

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

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

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

“Non-Operators” shall mean the Parties fo this agreement other than the Operator.

“Parties” shall mean Operator and Non-Operators.

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

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

2. Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the Joint Ac-

_ eount for the preceding month. Such bills will be accompanied by statements which identify the authority for expenditure,
lease or facility, and all charges and credits summarized by appropriate classifications of investment and expense except
that items of Controllable Material and unusual charges and credits shall be separately identified and fully described in
detail.

3. Advances and Payments by Non-Operators

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

B. - Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after recelpt If payment is not made
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at Bank of
Amm::u:a_,_ﬂausj:_Qn,_TX__ on the first day of the month in which delinquency occurs plus 1% or the maximum
contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever
‘is the lesser, plus attorney’s fees, court costs, and other costs in connection with the collection of unpaid amounts,

4. Adjustments

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

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

A. A Non-Operalor, upon notice in writing to Operalor and all othier Non-Operalors, shall have Lhe vight to audit Opera-
tor's accounts and records reluling Lo Lhe Joint Account for any calendar year within the lwenly-four (24) month
period following the end of such calendar year; provided, however, Lthe making of an audil shall not extend the time
for the taking of wrilten exceplion Lo and the adjustments of accounts as provided Tor in Paragraph 4 of this Seclion
I. Where there are two or more Non-Operators, the Non- ()|)e1 alors shall malke every reasonable effort Lo conducl a
joint audit in a manner which will resull in a minimum of inconvenience Lo the Opetrator. Operator shall bear no por-
Lion of the Non-Operalors’ audil cosl incurred under this paragraph unless agreed Lo by Lthe Operatlor. The audils
shall nol be conducled more than once each year withoul prior approval of OQperator, except upon the resignalion or
removal of the Operalor, and shall be made al Lhe expense of Lthose Non-Operualors approving such audil.

B. The Operatlor shall reply in wriling Lo an audit report within 180 days aller receipt of such report.

G. Approval By Non-Opcerators
Where an approval or olher agreement of the Parties or Non-Operators is expressly required under olher seclions of Lhis
Accounting Procedure and il the agreement Lo which this Accounting Procedure. is attached contains no contrary provisions

in regard therelo, Operalor shall nolily all Non-Operatlors of the Operator’s proposal, and the agreementl or approval of
a majorily in interest of the Non-Operators shall be controlling on all Non-Operators.

IL. DIRIECT CITARGES
Operator shall charge the Joinl Account with the lollowing items:
1. FEcological and Environmental
Cosls incurred for the benefit of the Joint Property as a result of governmental or regulalory requirements lo satisfy environ-
mental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological vr archaeological
nature and poliution control procedures as required by applicable laws and regulations.
2. Rentals and Royalties
Lease rentals and royalties paid by Operalor [or the Joint Operations.

‘3. Labor

A. (1) Salaries and wages of Operalor’s lield employees directly employed on Lhe Joint Property in the conducl of Joint
Operualions.

(2) Salaries of [Nirst Level Supervisors in the lield.

(3) Salarvies and wages of Technical [Tmployees direclly employed on the Juinl Property il such charges wre excluded
from the overhead rales.

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

B. Operator's cost of holiday, vacation, sickness and dlmlnhLy benelits and other customary allowances paid Lo employees
whose salaries and wages ave chargeable to the Joinl Accounl under Paragraph 3A of this Section 1. Such cosls under
this Paragraph 3B 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 under Paragraph 3A of this Section [1. If percenlage assessment
is used, Lthe rale shall be based on the Operalor’s cosl experience.

)

IExpenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable
lo Operator's costs chargeable Lo the Joint Acvounl under Paragraphs 3A and 3B of this Section 11.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph
3A of this Section 1I1.

4. Employee Benelils

Operalor's current costs of estublished plans for employees’ group life insurance, hospitalizalion, pensiun, retirement, slock
purchase, thrift, bonus, and olher benelil plans of a like nature, dpplimhle to Operalor's labor cosl chargeable Lo the Joint
Account under Paragraphs 3A and 38 of Lhis Section 1] shall be Operator’s actual cost nol to exceed the percent most recent-
ly. recommended by the Council of Pelroteum Accountants Socielies.

b. Malerial
Material purchased or Turnished by Operator for use on the Joint Property as provided under Section 1V. Only such Material
shall be purchased for or transferred Lo the Juint Property as may be required for immediale use and is reasonably practical
and consislenl with ellicient and cconomical operations. The accumutation ol surplus stocks shall Le avoided.

G. Transportation

Transportation of employees and Malerial necessary for the Juinl Operations but subjecl Lo Lthe Tollowing Yimitalions:

AL I Materiad is moved to Lhe lan Praperty from the Operador's warchouse or other properties, no Lh.nge shall be made
to the Joint Account for a distance greider than the distance from the nearest reliable supply store where lilee material
is normally available or vailway receiving poinl nearest the Joinl Properly unless apreed Lo by Lthe Uirlies.
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10.

11.

12.

13.

14.
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B. - Il surplus Malerial is moved to Operator's warehiouse or olher storage point, no charge shall be made to the Joint Ac-
count for a distance grealer than the distance Lo Lhe nearest reliable supply slore where like malerial is normally
avaitable, or railway receiving point nearest the Joint Properly unless agreed to by the Parties. No charge shall be
made to the Joint Account for moving Malerial to olher properties belanging to Operator, unless agreed Lo by the
Parties.

C. In the applicalion of subparagraphs A and B above, the oplion Lo equalize or charge actual trucking cosl is available
when the actual charge is $400 or less excluding accessorial charges. The $400 will be adjusted to the amount most
recenlly recommended by the Council of Petroleuwm Accountants Societies.

‘Services

The cost of contract services, equipment and ulilities provided by outlside sources, except services excluded by Paragraph
10 of Section 11 and Paragraph i, ii, and iii, of Seclion HI. The cost of professional consullant services and contractl ser-
vices of lechnical personnel direcily engaged on the Joint Property if such charges are excluded from the overhead rates.
The cost of professional consullant services or conlract services of technical personnel not directly engaged on the Joint
Praperty shall nol be charged to the Joinl Account unless previously agreed Lo by the Parties.

Equipment and Facilities IFurnished By Operator

Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate
wilh costs of ownership and operation. Such rates shall include costs of maintenance, repairs, olher operating expense,
insurance, taxes, deprecialion, and inlerest on gross investment less accumulated depreciation not Lo exceed
Pifteen  percent(_15 %) per annum. Such rales shall not exceed average commercial rates currently pre-
vailing in the immediale area of the Joint Property.

B. Inlieu of charges in paragraph 8A above, Operator may elecl lo use average commercial rates prevailing in Lhe immedi-
ale area of Lhe Joint Property less 20%. [For automolive equipment, Operalor may elecl Lo use rates published by Lhe
Petroleum Molur Transport Associalion,

Damages and Losses to Joinl Property

All cosls or expenses necessary for the repuir or replacement ol Joint Property made necessury because of damages or losses
incurred by five, flood, slorm, thefll, accident, or other cause, except Lhose resuiting from Qperalor's gross negligence or
willlul miseonduct. Operator shall furnish Non-Operalor writlen notice of damages or losses incurred as soon as practicable
after a report thereof has been received by Operualor.

Legal Expense

Expense of handling, investigating and sellling litigation or claims, discharging ol liens, paymenl of judgements and
amounts paid for settlement of claims incurred in or resulling from opuutinnq under the agreement or necessary lo prolect
or recover Lhe Joint Property, except that no charge for services of Operalor's tegal stalf or fees or expense of outside allor-
neys shall be made unless previously agreed (o l)y the Purties. All olher legal expense is considered Lo be covered by the
overhead provisions of Section 111 unless otherwise agreed Lo by Lthe Parlies, except as provided in Scclion I, Paragraph
3.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereol,
or the production there{rom, and which taxes have been paid by the Operalor for the benefit of the Parties. If the ad valo-
rem taxes are based in whole or in parl upon separale valuations of each parly’'s working interesl, then nolwithstanding

anylhing lo the contrary herein, charges to the Juinlt Accounl shall be made and pald by the Parlies hereto in accordance
wilh the tax value gener ated by each party’s wor king interest.

lusurance

Netl premiums paid for insurance required Lo be carried for the Joint Operalions for the prolection of the Parties. In the
evenl Joint Operations are conducted in a state in which Operator may act as self-insurer for Worker's Compensation and/
or Bmployers Liabilily under Lhe respeclive stale's laws, Operator may, al ils election, include the risk under its sell-
insurance program and in thal event, Operalor shall include a charge al Operalor's cosl nol Lo exceed manual rates.

Abandonment and Reclamation

Cousls incurred for abandonment of Lhe Joint Propertly, including costs required by governmential or olher regulatlory
authority.

Communications

Cost of acquiring, leasing, installing, operaling, repaiving and mainlaining communication systems, including rudio and
microwave facilities directly serving Lhe Joint Properly. In the evenl communication facililies/syslems serving Lhe Joint
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Seclion 1.

Other Expenditures

Any olher expenditure nol covered or dealt with in the Toregoing provisions of this Section 11, or in Seclion 111 and which
is of direct Lenefil Lo the Joint Property and is incurred by Lhe Operator in the necessary and proper conduct of the Joinl |
Operations.
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Overhicad - Drilling and Producing Operations

B.

As compensalion for administralive, supervision, ollice services and warehousing cosls, Operalor shall charge drilling
and producing operalions on either:

(xx Fixed Rale Basis, Paragraph 1A, or

() Percenlage Basis, Paragraph 113

Unless olherwise agreed to Ly the Parties, such charge shall be in lieu of costs and expenses of all ollices und saluries
or wages plus applicable burdens and expenses of all personnel, except those direclly chargeable under Paragraph
3A, Seclion 11. The cost and expense of services {rom oulside sources in connection with malters of taxation, traflic,
accounling or mallers before or involving governmental agencies shall be considered as included in the overhead rates
provided for in the above selecled Paragraph of Lhis Section 11T unless such cosl and expense are agreed Lo by the
Parties as a direct charge Lo Lthe Joint Account.

The salavies, wages und Personal Expenses of Technical I5mployees and/or the cost of professional consultant services
and conlract services of technical personnel directly employed on the Joint Property:

() shall be covered by Lhe overhead rales, or
{5c3d shall not be covered by the overhead rates.

The salaries, wages and Personal IExpenses of Technical Employees and/or costs of professional consultant services
and conlracl services of technical personnel either temporarily or permanently assigned to and direclly employed in
the operation of Lthe Joint Property:

() shall be covered by Lhe overhead rates, or
x) shall not be covered Ly Lhe overheud rales.

Overhead - IPixed Rate Basis
(1) Operalor shall charge the Joinl Account al the {ollowing rates per well per month:

Drilling Well Rate $ 4,500.00
(Provated for less than a {ull month)

450.00

Producing Well Rale §

(2) Application of Overhead - Fixed Rute Basis shull be as follows:
{a) Drilling Well Rale

(1) Charges for drilling wells shall begin on the date Lhe well is spudded and terminale on Lhe dale the drill-
ing rig, completion rig, or vlher units used in completion of the well is released, whichever is laler, except
that no churge shall be made during suspension of drilling or complelion operations for fifleen (15) or
more conseculive calendur days.

(2) Charges for wells undergoing any type of workover or recomplelion for a period of [ive (5) conseculive
work days or more shall be made al the drilling well rate. Such charges shall be applied for the period
from dale worlover operalions, wilh rig or olher units used in workover, commence through date of rig
or other unil release, excepl thut no charge shall be made during suspension of operations for f{ilteen
(15) or more conseculive calendar days.

(b) Producing Well Rales

(1) An active well either produced or injecled inlo for any porlivn of Lhe month shall be considered as 4 one-
well charge for the entire month.

(2) Each aclive completion in a multi-completed well in which producLion is not commingled down hole shall
be considered as a one-well charge providing cach LompleLlon is considered a separate well by Lhe govern-
ing regulatory authority.

(3) An inaclive gas well shul in because of overproduction or [ailure of purchaser to take the production shall
be considered as a one-well charge providing (he gas we]l is directly connected lo a permanent sales
outlet.

(4) A one-well charge shall be made for the month in which plugging and abandonment operations are com-
pleted on any well. This one-well chivnge shadl be made whether or nol the well has produced excepl when
drilling well rale applies. ‘

{(b) All other inactive wells (including but not limited Lo inaclive wells covered by unit Lxllowable lease allow-
able, transferved allowable, etc.) shall nol qualify for an overhead charge.

(3) The well rates shall be adjusted as of the [irst day of April each year following Lhe effective dale of Lhe agreementl
to which this Accounting Procedure is altached. The adjustment shall be compuled by multiplying the rate cur-
rently in use by the percentage increase ov decrease in the average weekly earnings of Crude Petroleum and Gas
Production Workers for the last calendar year compared lo the calendar year preceding as shown by the index
of averapge weekly earnings of Crude Pelroleum and Gas Production Workers as published by the Uniled Stules-
Department of Tabor, Bureau of Labor Statistics, or the equivalent Canadian index as published by Stalistics
Canada, as applicable. The adjusled rates shall be Uhe rates currenlly in use, plus or minus the computed ad-
justment.

Overhead - Percenlage Basis

(1) Operator shall charge Lhe Joinl Account al the following rates:

-4 -
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Percent ( %) of the cost of development of the Joint Properly exclusive of costs provided
under Paragraph 10 of Seclion Il and all salvage credits.

(a) Developmenl

(b) Operaling

. Percent ( %) of the cost of operating the Joinl Properly exclusive of costs provided under
Paragraphs 2 and 10 of Seclion I, all salvage credils, the value of injecled substances purchased for secondary
recovery and all laxes and assessments which are levied, assessed and paid upon the mineral inlerest in and
to the Joinl Property.

(2) Application of Overhead ~ Percenlage Basis shall be as [vllows:

IFor the purpose of determining charges on a percenlage basis under Paragraph 1B of this Seclion 111, development
shall include all costs in connection with drilling, redvilling, deepening, or any remedial operalions on any or alil
wells involving the use of drilling rig and crew capable of deilling Lo the producing interval on the Joinl Prop-
erly; also, preliminary expenditures necessary in preparation for drilling and expenditures incurred in abandoning
when the well is not completed as a producer, and original cost of construction or installation of [ixed assets, the
expansion of fixed assels and any other project clearly discernible as a fixed asset, except Major Construction as
defined in Paragraph 2 of this Section I11. All other costs shall be considered as operating.

2. Overhead - Major Construction

To compensate Operator for overhead costs incurred in Lhe construction and installation of fixed assels, the expansion of
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the
Joint Property, Operalor shall either negoliatle a rate prior Lo the beginning of construction, or shall charge the JomL
AccounL for overhead based on the following rates for any Major Construction project in excess of §

A, Five (5) % of first $100,000 or tolal cost if less, plus
B. Three (3)y of cosis in excess of $100,000 but less than $1,000,000, plus
C. Two (2) % of costs in excess of $1,000,000.

Total cost shall mean the gross cost of any one projecl. Tor Lthe purpuse of this paragraph, the component parts of a single
project shall not be treated separately and the cust of drilling and worlkover wells and artificial ift equipment shall be
excluded.

3 Cataslrophe Qverhead

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

the following rales:

A. Five (5) % of total costs through $100,000; plus

B. Three (3)y of tolal costs in excess‘o[ $100,000 but less Lthan $1,000,00'O; plus
C. Two (2) 9 of total costs in excess of $1,000,000. ‘

Expenditures subject lo the overheads above will nol be reduced by insurance recoveries, and no other overhead provi-
sions of this Section IlI shall apply. :

4. Amendment of Rales

The overhead rates provided for in Lhis Section 11I may be amended from Lime Lo time only by mutual agreement belween
the ParUes hereto if, in practice, the rales are found o be insufficient or excessive.

Iv. I’RICIING O JOINT ACCOUNT MATERIAL PURCITASES, TRANSFERS AND DISPOSITIONS

Operator is respansible for Joint Accounl Material and shall make proper and timely charges and credils for all Material move-
ments affecting the Joint Properly. Operalor shall provide all Material for use on Lhe Joint Property; however, at Operalor’s
option, such Material may be supplied by the Non-Operalor. Operator shall make Limely disposition of idie and/or surplus
Material, such disposal being made either through sale Lo Operalor or Non-Operalor, division in kind, or sale Lo oulsiders.
Operalor may purchase, bul shall be under no obligation lo purchase, interest of Non-Operators in surplus condition A or BB
Material. The disposal of surrplus Conlrolluble Material not purchased by the Operator shall be agreed to by the Parlies.

1. Purchases

Muterful purchased shall be charged ai the price paid by Operator alter deduclion of all discounts received. tn case of
Mz\terml_ found Lo be defective or returned Lo vendor for any other reasons, credil shall be passed to the Juint Account
when adjustinent has been received Ly the Operator.

2. Translers nnd Dispositions

Material furnished Lo the Joinl Property and Malerial bransferred Trom the Joinl Properly or disposed of by the Operalor,
unless otherwise agreed Lo by the Parties, shall be priced on the foliowing basis exclusive of (,d“»h discounts:
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A. New Material (Condition A}

(1) Tubular Goods Other than Line Pipe

(a) Tubuiar goods, sized 23 inches OD and lavrger, except line pipe, shall be priced at Eastern mill published
carload base prices effective as of date of movement plus transportation cost using the 80,000 pound carload
weight basis to the railway receiving point neavest the Joint Property for which published rail rales for
tubular goods exist. I[ the 80,000 pound rail rale is not offered, Lthe 70,000 pound or 90,000 pound rail rate
may Le used. Freight charges [or tubing will be calculated [rom Lorain, Ohio and casing [rom Youngslown,
Ohio. ' :

(b) For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus trans-
portalion cost from that mill Lo the railway receiving point neavest the Joint Property as provided above in
Paragraph 2.A.(1)(a). I'or transportalion cost from points other than astern mills, the 30,000 pound Oil [Field
Haulers Associalion interstate truck rate shall be used. )

(c) Special end finish tubular goods shall be priced at the lowesl published out-ol-stock price, f.0.b. Houslon,
Texas, plus transportation cost, using Oil Field Haulers Associalion interstate 30,000 pound truck rale, to
the railway receiving point nearest the Joint Property.

(d) Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.0.b.
the supplier plus transportation costs, using the Qil Field Haulers Association interstate truck rate per weight
of tubing translerred, to the railway receiving point nearest the Joint Property.

(2) Line Pipe

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

{b) Line pipe movements {except size 24 inch OD and larger with walls 3% inch and over) less than 30,000 pounds
shall be priced at Eastern mill published carload base prices effective as of date of shipment, plus 20 percent,
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing in Para-
graph A.(1)(a) as provided above. I'reight charges shall be calculated from Lorain, Ohio.

(c) Line pipe 24 inch OD and over and 3 inch wall and larger shall be priced f.0.b. the point of manufacture
at current new published prices plus transporlalion cosl lo the railway receiving point nearest the Joint
Property. :

(d) Line pipe, including {abricated line pipe, drive pipe and conduit not lisled on published price lists shall be

priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or al prices
agreed to by the Parties.

(3) Other Material shall be-priced at the current new price, in elfect at date of movement, as lisled by a reliable supply
slore nearest the Joint Properly, or point of manufaclure, plus Lransportation costs, if applicable, to the railway
receiving point neavest the Joint Property.

(4) Unused new Material, except Lubular goods, moved from the Joint Property shall be priced at the current new
price, in elfect on dale of movement, as listed Ly a reliable supply store nearest the Joint Property, or point of
manufacture, plus transportation costs, if applicable, to the railway receiving point nearesl the Joint Property.
Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and (2).

bB. Good Used Material (Condition B)

Material in sound and serviceable condition and suitable for reuse without reconditioning:
(1) Material moved to the Joint Property

At sevenly-[ive percent (75%) of current new price, as delermined by Paragraph A.
(2) Material used on and moved (rom the Joint Properly

(a) At seventy-live percent (76%) of current new price, as determined by Paragraph A, il Material was originally
charged to the Joint Account as new Material or

(L) At sixty-live percent (65%) of current new price, as deterniined by Paragraph A, il Material was originally
charged to the JoinL Account as used Material.

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

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

The cosl of recomli(ioning, if uny, shall be absorbed by Lhe (ransferring property.
C." Other Used Material
(1) Condition C
Material which is not in sound and serviceable condilion and not suitable for its original funclion until afler recon-

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

reconditioning shall be charged Lo lhe receiving properly, provided Condilion C value plus cost ol reconditioning
does not exceed Condition B value.

G-




Al

Malerial, excluding junk, no longer suilable for ils original purpose, but usable for some olher purpose shall Le
priced on a basis commensurale with ils use. Operalor may dispose of Cundition D Malerial under procedures
normally used by Operalor withoul prior approval of Non-Operalors.

(2) Conditlion D

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

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

(3) Condition Ib

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

D. Obsolele Material

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

L. Pricing Conditions

(1) Loading or unloading costs may be charged Lo the Joint Account at Lthe rate of twenty-five cents (25¢) per hundred
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stocking
poinl. The above rale shull be adjusted as of the {irst day of April each year following January 1, 1985 by the same
percentage increase or decrease used lo adjust vverhead rates in Seclion III, Paragraph 1.A(8). Each year, the
rate calculated shall be rounded to the nearest cent and shall be Lhe rale in effect until the first day of April next
year. Such rate shall be published each year by the Council of Petroleum Accountants Sucieties.

(2) Malerial involving ereclion cosls shall be charged al applicable per cenmge of the curvent knouked down price ol
new Malerial.

3. Premium Prices

Whenever Malerial is nol readily obtainable al published or listed prices because of national emergencies, strikes or other
unusual causes over which the Operalor has no control, Lhe Operator may charge Lhe Joint Accounl for Lhe reguired
Material al Lthe Operator’s aclual 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 {urnished to Non-Operators of the proposed charge prior to billing
Non-Operalors for such Material. Each Non-Operalor shall have the right, by so electing and notilying Operator within

ten days after receiving notice from Operator, to furnish in kind all or part of his share of such Material suitable for use
and acceplable lo Operator.

4. Warranty of Malerial [Furnished By Operalor

Operator does not warrant Lthe Material furnished. In case of deleclive Material, credit shall not be passed Lo the Joint
Account until adjustment has been received by-Operator [rom the manufaclurers or their agents.

V. INVENTORIES
The Operator shall maintain detailed records of Controllable Material.
1. Periodic Inventories, Notice and Representation
_ At reasonable intervals, inv.entories shall be lalken by Operator of the Joint Account Controllable Material. Wri_tten notice

of intention to take invenlory shall be given by Operalor at least thirty (30) days belore any inventory is lo begin so that
Non-Operalors may Le represented when any invenlory is Luken. Failure of Non-Operalors Lo be represented al an inven-
tory shall bind Non-Operalors to accepl the invenlory taken by Operator.

2. Reconciliation and Adjustment of Inventories
Adjustments Lo Lhe Joint Account resuiting from the reconciliation of a physical inventory shall be made within six
months following the taking of the invenlory. Invenlory adjustments shall be made by Operator.to the Joint Account (or

overages uand shorlages, but, Operalor shall be held accountable only for shorlages due t lack of reasonable diligence.

3. Special Inventories

Special invenlories may be taken whenever there is any sale, change of interesl, or change of Operator in the Juint Properly.
1L shall be the duty of Lhe parly selling to nolily all olher Parties as quickly as possible afler the Lransfer of inleresl Lakes
place. In such cases, both the seller and the purchaser shall be governed by such invenlory. In cases involving a Lhang

of Operalor, all Parlies shall be governed by such invenlory.

4. LExpense of Conducting lnventorices

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

B. The expense of conducling special inventories shall he charged to the Parties requesling such invenlories, excepl in-
venlories reguired due to change of Operator shall be charged to the Joinl Account.

7.




EXHIBIT “B «

Attached to and made a part of that certain Cooperative Development
Agreement dated Junel6, 2003 by and between Apache Corporation ,

as “Operator” Northeast Drindard Unit and Apache Corporation as Operator
of the Southland Royalty Lease

GAS BALANCING AGREEMENT

INTENT

The parties to this gas balancing agreement (GBA) intend to provide a method of
balancing as production from the lease(s) or unit when a party does not take its proportionate
share of production.

Pursuant to the above Operating Agreement, each party shall have the rights, but not the
obligation to take in kind and/or separately dispose of its proportionate share of the gas produced
from the above stipulated lease or unit and shall make a good faith effort to dispose its share of
gas as currently produced. In the event any party hereto fails, or is unable, to take in kind and/or
market its share of the gas as produced for any reason, the terms of this GBA shall automatically
become effective, and shall superseded any relevant contrary terms in the Operating Agreement
(unless otherwise noted herein).

As long as any gas produced from the lease(s) or unit is subject to the regulations of the
Federal Energy Regulatory Commission (FERC), or any successor governmental authority, under
any section of the Natural Gas Policy Act of 1978 (NGPA), or other statutory authority which
establishes maximum lawful prices for the gas, each party shall receive its allocated share of each
pricing category of gas in accordance with its working interest in the lease or unit. It is the intent
of this GBA that balancing of gas will be based upon the allocated volumes of each category of
gas. This GBA shall apply separately to each pricing category of gas. Any deregulated gas,
including gas deregulated in the future, shall be treated as a separate category for purposes of
balancing. '

The terms “party” and *“parties” shall be considered to imply either the singular or plural
form of the word as applicable according to the context. '

OVER/UNDER PRODUCTION

During any period or periods when any party hereto fails, or is unable, to take in kind

and/or market, for any reason, its share of gas as produced, the other party shall be entitled, but

not required, to produce each month the maximum amount of gas production permitted by the
appropriate governmental authority having jurisdiction and deliver to their purchasers all gas
production not taken by the under produced party. Each party failing to take or market its full
share of the gas as produced shall be considered under produced by a quantity of gas equal to its
share of the gas produced, less such party’s share of the gas taken or sold, vented, lost, or used in
the lease or unit operations. Those parties which are capable of taking and/or maketing
quantities of gas allocable to an underproduced party, in the absence of any other agreement
between them, shall each take a share of the gas attributed to the underproduced party in the
direct proportion that its interest bears to the total interest of all parties taking underproduced gas
and shall be considered to be overproduced. All gas taken and marketed by a party in accordance
with the terms of the GBA, 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 party, whether
~ such gas is attributable to such party’s working interest share of production, to overproduction, or
to makeup of underproduction.



ACCOUNTING FOR IMBALANCE

The Operator will maintain appropriate accounting on a monthly and cumulative basis of
the quantities and categories of gas each party is entitled to receive and the quantities and
categories of gas taken and/or marketed by each of the parties. For the sole purpose of
implementing the terms of this GBA and adjusting gas imbalances which may occur, each party
disposing of gas from the lease(s) or unit in any month, to the extent required, shall furnish or
cause to be furnished to the Operator by the last day of each calendar month a statement showing

the total volume of gas sold by such party or taken in kind for its own account during the
preceding calendar month (the “report period”). Within sixty (60) days after the end of each
report period, the Operator shall furnish each party a statement showing the status of the
overproduced and underproduced accounts of all parties. All gas volumes under this paragraph
will be identified by the appropriate category under the NGPA or any other law or regulation in
effect including deregulated gas, as appropriate. Each party to this GBA agrees that it will not
utilize any information obtained hereunder for any purpose other than implementing the terms of
this agreement.

GAS MAKEUP

Any party underproduced as to a given category of gas shall endeavor to tring its taking
of gas of that category into balance. A reasonable length of time after written notice to the
Operator, any party may begin taking and/or delivering to its purchaser(s) its full share of each
category of gas produced. In addition, to allow for the recovery and makeup of underproduced
gas in a category and to balance the gas account for the category between the parties in
accordance with their respective interests, the underproduced party shall be entitled to take an
additional share of gas (“make-up gas™). A reasonable length of time after written notice to the
Operator, the underproduced party shall be entitled to take up to an additional fifty percent (50%)
of the monthly quantity of that category of gas attributable to the overproduced party; however in
no event shall the make-up gas entitlement of a party exceed one hundred percent (100%) of that
party’s regular working interest entitlement of production. If more than one underproduced party
is entitled to take additional gas, they shall divide the make-up gas in proportion to their
respective underproduced accounts. The first gas made up shall be assumed to be the first gas
produced. '

It is specifically agreed that no underproduced party will be allowed to take make-up gas
during the months of November, December, January, or February (“the Winter Period™) .
However, gas make-up will be allowed during the Winter Period only if the underproduced party
has taken at least ninety percent (90%) of the make-up gas to which it was entitled during the six
(6) consecutive months immediately prior to the Winter Period.

CESSATION OF PRODUCTION

If, at the termination of production of a give category of gas, an imbalance exists between
the parties, a monetary settlement of the imbalance between the parties shall be made. Operator
shall distribute, within ninety (90) days of the date the well last produced such given category of
gas, a statement of net unrecouped underproduction and overproduction and the months and
years in which such unrecouped production accrued (“final accounting”). Within thirty (30) days
of receipt of such final accounting, each Overproduced Party shall remit to Operator for
disbursement to the Underproduced Parties, a sum of money (which sum shall not include
interest) limited to the lesser of 1) the proceeds actually received by the Overproduced Party at
the time of overproduction, or 2) the Underproduced Party’s respective price at the time of
underproduction, established under the terms of a valid Gas Sales Agreement for such
production, multiplied by the underproduced volumes. Any monetary settlement between the
parties shall be made net of any royalties, production taxes, and severance taxes previously paid
on the overproduction by the overproduced and severance taxes previously paid on the
overproduction by the Overproduced Party, and also net of any outstanding amounts related to
the lease(s) or unit(s) which are owned by the Underproduced Party to the Overproduced Party.
If the Overproduced Party did not sell its gas, but otherwise utilized such gas in its own
operations, such gas will be valued in the same manner used for royalty and severance tax
purposes when produced. That portion of the monies collected by the Overproduced Party which



is subject to refund by orders of the FERC may be withheld by the Overproduced Party until such
prices are fully approved by the FERC, unless the Underproduced Party furnishes a corporation
‘undertaking agreeing to hold the Overproduced Party harmless from financial loss due to refund
orders by the FERC.

Within thirty (30) days of receipt of any such remittance by Operator from an
Overproduced Party, Operator shall disburse such funds to the Underproduced Party(ies) in
accordance with the final accounting. Operator assumes no liability with respect to any such
payment (unless such payment is attributable to Operator’s overproduction), it being the intent of
the parties that each Overproduced Party shall be solely responsible for reimbursing each
Underproduced Party for such Underproduced Party’s respective share of overproduction taken
by such Overproduced Party in accordance with the provisions contained herein. If any party
fails to pay any sum due under the terms hereof after demand therefor by the Operator, the
Operator may turn responsibility for the collection of such sum to the party or parties to whom it
is owed, and Operator shall have no further responsibility for collection.

Notwithstanding the above, in the event that the parties cannot mutually zgree to balance
in kind under the first paragraph of this section, by mutual consent the parties may elect to
balance gas of like quality and vintage from a source other than lease(s) subject to the Operating
Agreement to which this GBA is attached. The gas so returned shall be from a designated area
mutually agreed to by the parties to this GBA.

AUDITS

Any Underproduced Party shall have the right for a period of two (2) years after receipt of
payment pursuant to final accounting and after giving written notice to all parties, to audit
Overproduced Party’s accounts and records relating to such payment. Any Overproduced Party
shall have the right for a period of two (2) years after tender of payment for unrecouped volumes
and upon giving written notice to all parties, to audit an Underproduced Party’s records as to
volumes. The party conducting such audit shall bear its cost of the audit.

ROYALTY SETTLEMENT

At all times while gas is produced from the Contract Area, each party producing or taking
gas as provided herein shall pay or cause to be paid any and all royalties due on such gas in
accordance with the Operating Agreement and any overriding royalties borne by all parties;
provided, however, if Operator is not a taking party, it shall have the right to request and.receive
evidence of payment of all royalties. The party not taking its share of gas shall have no
obligation for payments of royalties on its share of gas not taken by such party, but shall be fully
responsible for any other burdens affecting its share of gas and shall indemnify and hold each
other party harmless from all claims relating thereto. As used in this paragraph, the phrase
“royalties due on such gas in accordance with the Operating Agreement” shall not be limited as
provided in Article TILB., but shall include all royalties as provided i in each such oil and gas lease
as contributed by any party not taking its share of gas.

DELIVERABILITY TESTS

Nothing herein shall be construed to deny any party the right, from time to time, upon
reasonable advance notice in writing to the operator, to produce and take or deliver to its
purchaser the full well stream for a reasonable period to meet the deliverability test required by
its purchaser.

TAXES

Except where provision is made to the contrary in the Operating Agreement, each party
shall pay, or cause to be paid, all production and severance taxes due and payable on its full share
of gas production, as if each party were taking or delivering to a purchaser its full share of
production.



LIQUID HYDROCARBONS

All parties hereto shall share in and own the liquid hydrocarbons recoverzd from all gas
by primary separation equipment prior to processing in a gas plant in accordance with their
respective interests, as specified in the above Operating Agreement, whether or rot such parties
are actually producing and marketing at such time.

LEASE OPERATING COST

Nothing herein shall change or affect each party’s obligation to pay its proportionate
share of all costs and liabilities incurred in operations, as its share thereof is set forth in the above
described Operating Agreement.

CONFLICT

If there is a conflict between the terms of this Agreement and the terms of any gas sales
contract covering the Contract Area entered into by any party, the terms of this Agreement shall
govern.

TERM

This agreement shall remain in force and effect as long as the Operating Agreement is in
effect and thereafter until the gas balance accounts between the parties are settled in full and shall
accrue to the benefit and be binding upon the parties hereto, their successors, representatives, and
assigns.



EXHIBIT “B “

Attached to and made a part of that certain Cooperative Development
Agreement dated June16, 2003 by and between Apache Corporation ,

as “Operator” Northeast Drindard Unit and Apache Corporation as Operator
of the Southland Royalty Lease

GAS BALANCING AGREEMENT

INTENT

The parties to this gas balancing agreement (GBA) intend to provide a method of
balancing as production from the lease(s) or unit when a party does not take its proportionate
share of production.

Pursuant to the above Operating Agreement, each party shall have the rights, but not the
obligation to take in kind and/or separately dispose of its proportionate share of the gas produced
from the above stipulated lease or unit and shall make a good faith effort to dispose its share of
gas as currently produced. In the event any party hereto fails, or is unable, to take in kind and/or
market its share of the gas as produced for any reason, the terms of this GBA shall automatically
become effective, and shall superseded any relevant contrary terms in the Operating Agreement
(unless otherwise noted herein).

As long as any gas produced from the lease(s) or unit is subject to the regulations of the
Federal Energy Regulatory Commission (FERC), or any successor governmental authority, under
any section of the Natural Gas Policy Act of 1978 (NGPA), or other statutory authority which
establishes maximum lawful prices for the gas, each party shall receive its allocatzd share of each
pricing category of gas in accordance with its working interest in the lease or unit. It is the intent
of this GBA that balancing of gas will be based upon the allocated volumes of each category of
gas. This GBA shall apply separately to each pricing category of gas. Any deregulated gas,
including gas deregulated in the future, shall be treated as a separate category for purposes of
balancing.

The terms “party” and “parties” shall be considered to 1mply elther the singular or plural
form of the word as applicable according to the context.

OVER/UNDER PRODUCTION

During any period or periods when any party hereto fails, or is unable, to take in kind

and/or market, for any reason, its share of gas as produced, the other party shall be entitled, but

not required, to produce each month the maximum amount of gas production permitted by the
appropriate governmental authority having jurisdiction and deliver to their purchasers all gas
production not taken by the under produced party. Each party failing to take or market its full
share of the gas as produced shall be considered under produced by a quantity of gas equal to its
share of the gas produced, less such party’s share of the gas taken or sold, vented, lost, or used in
the lease or unit operations. Those parties which are capable of taking and/or marketing
quantities of gas allocable to an underproduced party, in the absence of any other agreement
between them, shall each take a share of the gas attributed to the underproduced party in the
direct proportion that its interest bears to the total interest of all parties taking underproduced gas
and shall be considered to be overproduced. All gas taken and marketed by a party in accordance
with the terms of the GBA, 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 party, whether
such gas is attributable to such party’s working interest share of production, to overproduction, or
to makeup of underproduction.



ACCOUNTING FOR IMBALANCE

The Operator will maintain appropriate accounting on a monthly and cumulative basis of
the quantities and categories of gas each party is entitled to receive and the quantities and
categories of gas taken and/or marketed by each of the parties. For the sole purpose of
implementing the terms of this GBA and adjusting gas imbalances which may occur, each party
disposing of gas from the lease(s) or unit in any month, to the extent required, shall furnish or
cause to be furnished to the Operator by the last day of each calendar month a statement showing
the total volume of gas sold by such party or taken in kind for its own account during the
preceding calendar month (the “report period”). Within sixty (60) days after the end of each
report period, the Operator shall furnish each party a statement showing the status of the
overproduced and underproduced accounts of all parties. All gas volumes under this paragraph
will be identified by the appropriate category under the NGPA or any other law or regulation in
effect including deregulated gas, as appropriate. Each party to this GBA agrees that it will not
utilize any information obtalned hereunder for any purpose other than implementing the terms of
this agreement.

GAS MAKEUP

Any party underproduced as to a given category of gas shall endeavor to bring its taking
of gas of that category into balance. A reasonable length of time after written notice to the
Operator, any party may begin taking and/or delivering to its purchaser(s) its full share of each
category of gas produced. In addition, to allow for the recovery and makeup of underproduced
gas in a category and to balance the gas account for the category between the parties in
accordance with their respective interests, the underproduced party shall be entitled to take an
additional share of gas (“make-up gas”). A reasonable length of time after written notice to the
Operator, the underproduced party shall be entitled to take up to an additional fifty percent (50%)
of the monthly quantity of that category of gas attributable to the overproduced party; however in
no event shall the make-up gas entitlement of a party exceed one hundred percent (100%) of that
party’s regular working interest entitlement of production. If more than one underproduced party
is entitled to take additional gas, they shall divide the make-up gas in proportion to their
respective underproduced accounts. The first gas made up shall be assumed to be the first gas
produced.

It is specifically agreed that no underproduced party will be allowed to take make-up gas
during the months of November, December, January, or February (“the Winter Period”) .
However, gas make-up will be allowed during the Winter Period only if the underproduced party
has taken at least ninety percent (90%) of the make-up gas to which it was entitled during the six
(6) consecutive months immediately prior to the Winter Period.

CESSATION OF PRODUCTION

If, at the termination of production of a give category of gas, an imbalance exists between
the parties, a monetary settlement of the imbalance between the parties shall be made. Operator
shall distribute, within ninety (90) days of the date the well last produced such given category of
gas, a statement of net unrecouped underproduction and overproduction and the months and
years in which such unrecouped production accrued (“final accounting™). Within thirty (30) days
of receipt of such final accounting, each Overproduced Party shall remit to Operator for
disbursement to the Underproduced Parties, a sum of money (which sum shall not include
interest) limited to the lesser of 1) the proceeds actually received by the Overproduced Party at
the time of overproduction, or 2) the Underproduced Party’s respective price at the time of
underproduction, established under the terms of a valid Gas Sales Agreement for such
production, multiplied by the underproduced volumes. Any monetary settlement between the
parties shall be made net of any royalties, production taxes, and severance taxes previously paid
on the overproduction by the overproduced and severance taxes previously paid on the
overproduction by the Overproduced Party, and also net of any outstanding amounts related to
the lease(s) or unit(s) which are owned by the Underproduced Party to the Overproduced Party.
If the Overproduced Party did not sell its gas, but otherwise utilized such gas in its own
operations, such gas will be valued in the same manner used for royalty and severance tax
purposes when produced. That portion of the monies collected by the Overproduced Party which



is subject to refund by orders of the FERC may be withheld by the Overproduced Party until such
prices are fully approved by the FERC, unless the Underproduced Party furnishes a corporation
undertaking agreeing to hold the Overproduced Party harmless from financial loss due to refund
orders by the FERC.

Within thirty (30) days of receipt of any such remittance by Operator frora an
Overproduced Party, Operator shall disburse such funds to the Underproduced Party(ies) in
accordance with the final accounting. Operator assumes no liability with respect to any such
payment (unless such payment is attributable to Operator’s overproduction), it being the intent of
the parties that each Overproduced Party shall be solely responsible for reimbursing each
Underproduced Party for such Underproduced Party’s respective share of overproduction taken
by such Overproduced Party in accordance with the provisions contained herein. If any party
fails to pay any sum due under the terms hereof after demand therefor by the Operator, the
Operator may turn responsibility for the collection of such sum to the party or parties to whom it
is owed, and Operator shall have no further responsibility for collection.

Notwithstanding the above, in the event that the parties cannot mutually agree to balance
in kind under the first paragraph of this section, by mutual consent the parties may elect to
balance gas of like quality and vintage from a source other than lease(s) subject to the Operating
Agreement to which this GBA is attached. The gas so returned shall be from a designated area
mutually agreed to by the parties to this GBA.

AUDITS

Any Underproduced Party shall have the right for a period of two (2) years after receipt of
payment pursuant to final accounting and after giving written notice to all parties, to audit
Overproduced Party’s accounts and records relating to such payment. Any Overproduced Party
shall have the right for a period of two (2) years after tender of payment for unrecouped volumes
and upon giving written notice to all parties, to audit an Underproduced Party’s records as to
volumes. The party conducting such audit shall bear its cost of the audit.

ROYALTY SETTLEMENT

At all times while gas is produced from the Contract Area, each party producing or taking
gas as provided herein shall pay or cause to be paid any and all royalties due on such gas in
accordance with the Operating Agreement and any overriding royalties borne by &ll parties;
provided, however, if Operator is not a taking party, it shall have the right to requsst and receive
evidence of payment of all royalties. The party not taking its share of gas shall have no
obligation for payments of royalties on its share of gas not taken by such party, but shall be fully
responsible for any other burdens affecting its share of gas and shall indemnify and hold each
other party harmless from all claims relating thereto. As used in this paragraph, the phrase

“royalties due on such gas in accordance with the Operating Agreement” shall not be limited as
provided in Article IILB., but shall include all royalties as prov1ded in each such cil and gas lease
as contributed by any party not taking its share of gas.

DELIVERABILITY TESTS

Nothing herein shall be construed to deny any party the right, from time to time, upon
reasonable advance notice in writing to the operator, to produce and take or deliver to its
purchaser the full well stream for a reasonable period to meet the deliverability test required by
its purchaser.

TAXES

Except where provision is made to the contrary in the Operating Agreemerit, each party
shall pay, or cause to be paid, all production and severance taxes due and payable on its full share
of gas production, as if each party were taking or delivering to a purchaser its full share of
production.



LIQUID HYDROCARBONS

All parties hereto shall share in and own the liquid hydrocarbons recovered from all gas
by primary separation equipment prior to processing in a gas plant in accordance with their
respective interests, as specified in the above Operating Agreement, whether or riot such parties
are actually producing and marketing at such time.

LEASE OPERATING COST

Nothing herein shall change or affect each party’s obligaﬁon to pay its proportionate
share of all costs and liabilities incurred in operations, as its share thereof is set forth in the above
described Operating Agreement..

CONFLICT

If there is a conflict between the terms of this Agreement and the terms of any gas sales
contract covering the Contract Area entered into by any party, the terms of this Agreement shall
govern.

TERM

This agreement shall remain in force and effect as long as the Operating Agreement is in
effect and thereafter until the gas balance accounts between the parties are settled in full and shall
accrue to the benefit and be binding upon the parties hereto, their successors, representatives, and
assigns.



JOHN H. HENDRIX CORPORATION

By:
Printed Name:
Title:

By:

JoAnn Garrison CoTT

By:

Owen MeWhorter

By:

Lavena Howard

.(\By: MWM &%‘/ %m

Marjor(e Cone Kastman; ., .

By:

Ann W. Morris

By:
Mary Anne Riwinsky

- RAMB VENTURES LLC

‘By:
Printed Name:
Title:

By:

Jeff S. Manuppelli

MERIT ENERGY

By:
Printed Name:
Title: ‘

EXXON COMPANY USA

By:
Printed Name:
Title:
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STATE OF Jwad/ )

)
COUNTY OF @@ )

The foregoing instrument was acknowledged before me on this g day of CW
2003, by Marjorie Cone Kastman, on behalf of said individual.

/ﬁmdw /5

Notary Public, State of 20,(3/)/'

STATE OF

)
)
)

COUNTY OF

The foregoing instrument was acknowledged before me on this day of
2003, by Ann W. Morris, on behalf of said individual.

Notary Public, State of

STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me on this - day of ,

2003, by Mary Anne Riwinsky, on behalf of said individual.

~Notary Public, State of

STATE OF )

) .
'COUNTY OF )

This instrument was acknowledged before me thxs day of ,
2003, by , ~__of Ramb Ventures LLC, a
corporation, on behalf of said corporation.
Notary Public, State of

STATE OF )

)
COUNTY OF )
The foregoing instrument was acknowledged before me on this day of ,

2003, by Jeff S. Manuppelli, on behalf of said individual.

Notary Public, State of
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JOHN H. HENDRIX CORPORATION

By:
Printed Name:
Title:

By:

JoAnn Garrison

By:

Owen McWhorter

By:

Lavena Howard

By:

Marjorie Cone Kastman

By:

Ann W. Morris

By: - ‘
Mary Anne Riwinsky

RAMB VENTURES LLC

By:
Printed Name:
~Title:

Zg By:

MERIT ENERGY

By:
Printed Name:
Title:

EXXON COMPANY USA

By:
Printed Name:
Title:
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STATE OF )

)
COUNTY OF )
The foregoing instrument was acknowledged before me onthis __~ day of ,

2003, by Marjorie Cone Kastman, on behalf of said individual.

Notary Public, State of

STATE OF )
)
COUNTY OF ' )
The foregoing instrument was acknowledged before me on this day of ,

2003, by Ann W. Morris, on behalf of said individual.

Notary Public, State of

STATE OF

)
)
COUNTY OF )

The foregoing instrument was acknowledged before me on this day of
2003, by Mary Anne Riwinsky, on behalf of said individual.

Notary Public, State of

STATE OF )
)
COUNTY OF )
This instrument was acknowledged before me this day of ,
2003, by - s ’ of Ramb Ventures LLC, a

corporation, on behalf of said corporation.

Notary Public, State of

STATE OF"(/&#E )

)
COUNTY OF &g&g{_ )

CARMEN TELLEZ 3

Nofary Publ, State of Taas %
My Commisslon epies &
June 5, 2006
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OCEAN ENERGY INC.
By: _ S

. Printed Name:
‘Title:

By: I S
. Katherine A. Keqk

' ‘XPLORATION & PRODUCTION CO

' N\C = @@,:'

STATEOF la /\ﬂm )

.C()UNTY OF jjlj ferr )

: This ins cnt was acknowled ed before .. this e -/‘(day of h,.ﬂg,wf— .
2003, by _ et Ty 7

Nolary Publlc Oklahoma

A  OFFICIAL S8EAL |-
SHEILA REXROQAD
¥ TULSA COUNTY
%7 Comm. Exp. 07-26-2004

- STATE OF

P
. )
COUNTY OF ) '
The foregoing instrument was ackixdwledge'd before me on this '. day of ' o .

2003, by Charles L. Cobh, on behalf of said individual.

-7 .. NotaryPublic, Smecf -
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. ] : : -v%s acknowled ed efore me ﬂnq%day 1] M -
2003, kb oL A K o ) deehty Expluratmn & P /oduéion A
.CO ioehall _' any, .. _ . .

.
\ .
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-
-
N
. .
r
L]
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