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NEW MEXICO OIL CONSERVATION DIVISION 
- Engineering Bureau -

ADMINISTRATIVE APPLICATION COVERSHEET 
THIS COVERSHEET IS MANOATORV FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO OIVISION RULES ANO REGULATIONS 

Application Acronyms: 
[NSP-Non-Standard Proration Unit] (NSL-Non-Standard Location] 

[OD-Oirectlonal Drilling] [SD-Simultaneous Dedication] 
(DHC-Downhoie Commingling] [CTB-Lease Commingling] [PLC-Pool/Lease Commingling] 

[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measurement] 
[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion] 

[SWO-Salt Water Disposal] [IPMnjection Pressure Increase] 
[EOR-Qualrfied Enhanced Oil Recovery Certification] [PPR-Positive Production Response] 

[ 1 ] TYPE OF APPLICATION - Check Those Which Apply for [%}j"" fi^p-jr,. .? 
[A] Legation - Spacing Unit - Directional Drilling •, ^/r 4 J'.0U 

LQNSL QNSP QDD • SD 5:0
S? *'i 

\ m \ o/ono !'•'./ 
Check One Only for [B] or [C] 
[B] Commingling - Storage - Measurement ••.O'O".'"""" 

• DHC • CTB QPLC QPC QOL'S QOLM 
[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery 

• WFX QPMX QSWD QlPI QEOR QPPR 

[2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, or • Does Not Apply 

[A] • Working, Royalty or Overriding Royalty Interest Owners 

[B] j^Offset Operators, Leaseholders or Surface Owner 

[C] • Application is One Which Requires Published Legal Notice 

[D] • Notification and/or Concurrent Approval by BLM or SLO 
U.S. Bureau of Land Management - Commissioner of Public Lands, Stats Land Office 

[E] • For all of the above, Proof of Notification or Publication is Attached, and/or, 

[F] ^Waivers are Attached (Sf ^ ^ M ^ ^^02^1^ 

[3] INFORMATION / DATA SUBMITTED IS COMPLETE - Statement of Understanding 

I hereby certify that I, or personnel under my supervision, have read and complied with all applicable Rules and 
Regulations of the Oil Conservation Division. Further, I assert that the attached application for administrative 
approval is accurate and complete to the best of my knowledge and where applicable, verify that all interest (WI, 
RI, ORRI) is common. I further verify that all applicable API Numbers are included. I understand that any 
omission of data, information or notification is cause to have the application package returned with no action 
taken. 

JAMES BRUCE yirote: Statement mu»n>e.completed by an individual with supervisory capacity. 
P.O. BOX 1056 

SANTA FE, NM 87504 

Print or Type Name 



JAMES BRUCE 
ATTORNEY AT LAW 

POST OFFICE BOX 1056 
SANTA FE, NEW MEXICO 87504 

3304 CAMINO LISA 
SANTA FE, NEW MEXICO 87501 

(505) 982-2043 
(505) 982-2151 (FAX) 

May 10, 2000 

Hand Delivered 

Michael E. Stogner 
O i l Conservation D i v i s i o n 
2 040 South Pacheco Street 
Santa Fe, New Mexico 87505 

Re: Request f o r unorthodox l o c a t i o n approvals 
Township 17 South, Range 31 East, NMPM 

Dear Mr. Stogner: 

The Wiser O i l Company ("Wiser") and W i l l i a m A. & Edward R. Hudson 
Inc. ("Hudson") j o i n t l y request approval of the f o l l o w i n g w e l l 
unorthodox l o c a t i o n s : 

Operator Well Name Location 

Wiser Lea D # 24 10' FNL & 10' FEL §26 
Wiser Lea D # 26 2630' FNL & 10' FEL §26 
Wiser S k e l l y U n i t # 403 1330' FSL & 20' FEL §23 

Hudson Puckett A WH # 1 2630' FSL & 10' FWL §24 
Hudson Puckett A WH # 2 1330' FNL & 10' FWL §24 

E x h i b i t A i s a land p l a t of the area. The Wiser acreage i s 
colored, and the Hudson leases are noted. A l l of the a f f e c t e d land 
i s f e d e r a l acreage. 

E x h i b i t s B, C, and D are Form C-102's f o r the Wiser S k e l l y Unit # 
403 and the Hudson w e l l s . Form C-102's are being prepared f o r the 
remaining Wiser w e l l s . 

The w e l l s are being d r i l l e d as i n f i l l w e l l s on the p a r t i e s ' 
w a t e r f l o o d p r o j e c t s , and are the subject of the Cooperative Unit 
Line I n j e c t i o n Well and Unit Line I n f i l l D r i l l i n g Agreement, 
submitted as E x h i b i t D. 

The p a r t i e s intended t o apply f o r two a d d i t i o n a l l o c a t i o n s (one f o r 
each o p e r a t o r ) . However, surface o b s t r u c t i o n s have caused the 



l o c a t i o n s t o be moved, so t h i s a p p l i c a t i o n w i l l be supplemented at 
such time as the two l o c a t i o n s are v e r i f i e d . 

Please c a l l me i f you need any f u r t h e r i n f o r m a t i o n f o r t h i s 
a p p l i c a t i o n . 

Very t r u l y yours, 

-2-





DISTRICT I State of New Mexico Form c-102 
1826 N. French Dr.. Hobbs, NH 88240 Revised March 17, 1999 

Energy, Minerals mad Netorsl Hesourcee Deportment 
D I S T R I C T I I Submit to Appropriate District Office 
811 South First. Artesia. Mil 88210 _. . 

State Lean - 4 Copies 

D I S T R I C T I I I F e e U a 5 e _ 3 c ° P , e « 
1000 Uo Brmxos Bd.. Aztec. NM 87410 O I L C O N S E R V A T I O N D I V I S I O N 

D I S T R I C T I V Z040 South Pacheco 

2040 south Paoheeo. Santa r«. NH 87508 Santa Fe, New Mexico B7504-2088 n A M E N D E j ) R E P 0 R T 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
API Number Pool Code Pool Name 

28509 Grayburp, Jackson 7-Rivers QN GB SA 
Property Code Property Name Veil Number 

m 7ŝ n SKELLY UNIT 403 
OGRID No. Operator Name Elevation 

022922 WISER OIL COMPANY 3882' 
Surface Location 

UL or lot No. 

1 
SecUon 

23 
Township 

17 S 
Range 

31 E 
Lot Idn Feet from the 

1330 
North/South line 

SOUTH 
Feet from the 

20 
East/Test line 

EAST 
County 

EDDY 

Bottom Hole Location If Different From Surface 
UL or lot No. SecUon Township Range Lot Idn Feet from the North/South line Feet from the East/West line County 

Dedicated Acres Joint or Infm Consolidation Code Order No. 

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED 
OR A NON—STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION 

OPERATOR CERTIFICATION 
/ heireoy certify tha ths information 

oonJaenerf herein is I n n and complete to Me 
6est of my knawtmdga and oetie/. 

Signature 

G.M. 
Printed Name 

ones 

Title 
S u p e r i n t e n d e n t 

Tsarrh ?T, ?nnn 
Date 

SURVEYOR CERTIFICATION 

/ hertby certify that tha weU location shown 
on this plat was plotted from fiald notes of 
actual survey* mode by me or under my 
supervise* and that tha same i e true and 
correct to the best af my oeHe/. 



85/10/2060 10:33 817-334-0442 
UlSiKit.1 I 
P.O. aa i ttaa, Sofcoa. H* a w l - l « W 

WA & ER HUDSON INC. 
kJt**Sa. I V C V a V a, ̂  \a> • • - - - - - -

DISTRICT II 
P J . D t w r OS. MbAt , NK SS311-071S 

DISTRICT IU 
lOOC Wa BVam Rd.. A*t«4. NM 67410 

DISTRICT IV 
P.O. BOX SOBS, s a j r a r s , XM. etsot -awa 

O I L C O N S E R V A T I O N D I V I S I O N 
P.O. Box 2088 

Santa Fe, New Mexico 87504-2088 

PAGE 02 
( w r m w—iua 

aerjscd February i a 1804 
SontsJt to ipproprUtc Mstrlct Offles 

Stata Lass* - 4 Copies 
f s * leaae - 3 Copies 

O AMENDED REPORT 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
API Number; Pool Cade 

43329 

Pool Name 

MALJAMAR-GRAYBURG SAN ANDERS 
Property Cooe 

5313 

Property Name 

PUCKETT A W.H. 
WeU NusBfear 

1 
OCMD Ve. 

25111 
Operator N«au 

WILLIAM A. & EDWARD R. HUDSON. INC. 
novation 

3886 

Surface Location 
Ulf or lot No- ScctlOTk, 

24 

Township 

17 5 

Ranjs 

31 E 

Lot tan Peet from tbe 

2630 

North/South line 

SOUTH 
Fact froa the 

10 

Sost/seat line 

WEST 

County 

EDDY 

Bottom Hole Location If Different From Surface 
VL at lot NO. Section Towninip Rases Lot Ida Feet trom the North/South Una Peet from the East/lest Uae County 

Dedicated Acres 

40 

Joiat a Consolidation Code Order No. 

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED 
OR A IV0 Jf - STAM>ARE UNIT HAS BEEN APPROVED BY THE DmsiON 

23 

•10L 

24 

S E E DETAIL 

3890.8* 3387.6" 
i 1 

I 1 
3879.2 3885.4" 

PETAJL 

23 I 2* 

OPERATOR CERTIFICATION 

I Aerstv cerM/V **» <*» M/vrmatien 
Asieea u> taws saul nwslHo to o u 

seat af mas 

Printed Nemo 

Agenc 
Wis 

03/16/00 
Date 

SURVEYOR GSBTCFICATION 

an Saw sta* wis aunts* f*m fuM wofre of 
aaMel eeroiye S U l ny ma er meter my 
*«*»»>««ee*t end Mel U s e m <• I rut ssat 
• • m e t l a Out seat e / aay Mlla/. 

FEBRUARY 10. 2000 

oc 

la, 
1-.0.W 

c«»ttt^>*.flo/..iaK4nj^: BOSON 3339 



^85/18/2088 10:33 817-334-0442 WA & ER HUDSON INC. PAGE 03 

rrsicT i 

BM MP*. Batta. KB tern-two 

iTRICT II 

Stats of New Mexico 

tnt a n t i - a n i 

ITRICT IH 
> Wa Braaw M. , i a u c . MK *74t0 

STRICT IV 
BOX tata, u n t * r t . WJ«. naea-aMe 

F o r m C - 1 M 
tuM**4 rawwarp lo . 188* 

Sotatlt ta Appropriate Matrtct Office 
Stata laate - 4 capMa 

P a I*aM - 3 capiat 

O I L C O N S E R V A T I O N D I V I S I O N 
P.O. Box 2oaa 

Santa Fe. New Mexico 87604-2086 

WELL LOCATION AND ACREAGE DEDICATION PLAT 

• AMENDED REPORT 

API Nttsaoer pool Code 

43329 
Pool name 

MALJAMAR-GRAYBURG SAN ANDRES 
Property Codt 

5313 
Prapvrty Name 

PUCKETT A W.H, 
Sell »«BB»cr 

2 
OSRS) Na. 

25U1 
Opejg-ajtAr M U M 

WILLIAM A. & EDWARD R. HUDSON. INC. 
UeeeUen 

3886 
Surface Location 

L a> lot Ka. 

E 
Be atlas 

24 
ToaMUp 

17 S 
Ru*f*> 

31 E 
Ut Ma Faat from tae 

1330 
Korta/Soutb Ilea 

NORTH 
Feat rram UM | East/West Una j Count? 

10 | WEST | EDDY 

Bottom Hole Location If Different From Surface 
L at l«t Me. Ssetiea Paac* ^ Ut Ida Peat from tae Mortb/sauta Una Pact front taa Ka*V«eet Una County 

Moioetei) Aeree 

40 
Joint or latW CaaeeUaatton Ceae Older Na. 

NO ALLOWABLE WILL BE ASSIGNED TO TIBS COMPLETION UNTIL AIL INTEFSSTS HAVE BEEN CONSOLIDATED 
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION 

23 24 

3888.9' MS I.D -

I 1 
I o I 
I I 

3886.9' 38S0.8-

QTTAIL 

23 

*** nFTAH. 

24 1 

OPERA.TOB CERTIFICATION 

enotasae* Xwta» ta •«*## *w4 nwwlala to : 
test </ aw tm i Haji aaa eaaer. 

Toe T 
Mated Name 

Agent 
IWLs 

03/16/00 

SURVEYOR CERTIFICATION 

ea aat rut vat 

aaawralata aiat Met Ma aaaa ta t r m aaa 
•arret* t t tea »*M a/ aw ess*. 

FEBRUARY 11. 2000 
mfr saiVi-i-

a ^ a a j a ^ - B e e i - a a . ^ O 

- \ | 

JMkt. 

TST 

I / a * 

EXHIBIT. 



COOPERATIVE UNIT LINE INJECTION WELL 
AND UNIT LINE INFILL DRILLING AGREEMENT 

SKELLY UNIT AND LEA 'D' LEASE 
PUCKETT FEDERAL LEASES 

THIS AGREEMENT is entered into by The Wiser Oil Company as Operator of 
the Skelly Unit, and the Lea "D* Lease, hereafter referred to as ''Wiser', and W. A. & E. 
R. Hudson Inc., and the working interest owners listed below, hereafter referred to as 
"Puckett Working Interest Owners", as Operator of the Puckett Federal Leases, hereafter 
referred to as "Hudson". 

RECITALS: 

1. Wiser is the Operator of the Skelly Unit and Lea 'D' Lease as provided under the 
terms of the applicable Unit Agreement and the Unit Operating Agreement (the 
"Unit") and the owner of 100% working interest therein. 

2. Hudson, et al is the Operator of the Puckett Federal Leases and is the owner of 
100% working interest therein. 

3. The Unit Area of the Skelly Unit and Lea 'D' Lease includes, among other lands, 
all of Sections 14, 15, 21, 22, 23 and the N/2 NW/4 Section 26, N/2 of Section 27, 
N/2 & N/2 S/2 Section 28, T-17-S, R-31-E; and the Lea 'D' Lease includes all of 
Section 26, less and except the N/2 NW/4, T-17-S, R-31-E, Eddy County, New 
Mexico; and the Puckett Federal Leases covering all of Sections 12, 13, 24 and 
25, T-17-S, R-31-E, Eddy County, New Mexico. 

4. Wiser and Hudson desire to enter into an agreement to provide for the continued 
operation of existing wells, the reactivation of existing shut-in injection wells, and 
the conversion of additional wells to injection as provided in Article 1, along the 
common boundary of the above described lands for the injection of water into one 
or both of the Grayburg and San Andres formations underlying said lands in order 
to enhance the recovery of hydrocarbons from their respective unit/lease 
production. Wiser and Hudson also desire to enter into an agreement to drill up to 
seven (7) infill producing wells on 20 acre spacing units along the common 
boundary line of the Skelly Unit, Lea 'D' Lease and the Puckett Federal Leases, 
in accordance with Article 7 below. 

NOW THEREFORE, in consideration of the mutual benefits to be derived from 
the covenants and obligations herein contained, Wiser and Hudson agree as follows: 

ARTICLE 1 

INJECTION WELLS 

1.1 Wiser currently operates the following active injection wells: 

Lea 'D' #2, located in the NE/4 NE/4 Section 26, T-17-S, R-31-E and 
Skelly #81, located in the SE/4 SE/4 Section 23, T-17-S, R-31E, 
Eddy County, New Mexico. 

These wells shall be equipped, maintained and operated under this agreement, and 
the covenants of Wiser under this agreement shall be performed at the expense of 
Wiser as an item of unit and/or lease expense under the Unit Operating 
Agreement for the Skelly Unit and/or Lea 'D' Lease. 

1.2 Hudson, who currently operates the following active wells, shall, within thirty 
(30) days after execution of this agreement, make application before the New 
Mexico Oil Conservation Division to convert to injection or reactivate existing 
shut-in injection wells as follows: 



Puckett A 8, located in the NW/4 SW/4 Section 24-T17S-R3 IE 
Puckett B 14, located in the NW/4 NW/4 Sec. 25-T17S-R31E 

These wells shall be equipped, maintained and operated under this agreement, and 
the covenants of Hudson under this agreement shall be performed at the expense 
of Hudson as an item of lease expense under any operating agreement for the 
Puckett Federal Leases. 

Within one hundred twenty (120) days of receipt of approval by the New Mexico 
Oil Conservation Division, Hudson shall convert, reactivate, and equip the above 
wells as necessary, for the injection of water into one or both of the Grayburg and 
San Andres formations. These wells shall be equipped, maintained and operated 
under this agreement, and the covenants of Hudson under this agreement shall be 
performed at the sole expense and risk of Hudson. 

1.3 Well Log: Upon execution of this agreement and upon request, each party shall 
provide the other party with a copy of a porosity log on each of the wells 
contemplated by this agreement, indication of perforation depth. Each party, 
upon request, shall also provide the other party with details of workover 
operations on each of the wells, including stimulation and squeezing operations. 

1.4 Replacement and Substitute Wells: It is recognized by the parties that the 
incremental recovery of hydrocarbons reasonably expected from each 
Unit/Proration Area as a result of the injection operations contemplated by this 
agreement may not justify the drilling of a replacement well in the event a party is 
unable to continue operations of existing injection wells or is unable to convert its 
well to an injection well or to obtain governmental authorization to inject fluids 
into the well. If, as a result of a lack of wellbore integrity or other condition in the 
hole or formations penetrated, either party is unable after exercising reasonable 
diligence as would a prudent operator to continue operations of existing injection 
wells or to convert the wells described in Articles 1.1 and 1.2. herein to injection 
wells or to obtain governmental authorization to inject fluids into the Grayburg 
and San Andres formations, said party shall, within thirty (30) days, notify the 
other party hereto in writing of the condition of such well and shall have the 
option but not the obligation to propose either to substitute an existing well 
therefore, or to drill a replacement well at a location within three hundred (300) 
feet of the well to be replaced. 

If the notifying party has elected to drill a replacement well, it shall, 
Within a reasonable time after giving the above described notice, begin operations 
for the drilling of the replacement well. If it has chosen to propose a substitute 
well, the remaining party hereto may either accept or reject the proposed 
substitute well. If the notifying party proposes a substitute well that is acceptable 
to the remaining party hereto, the notifying party shall drill and equip said well 
within one hundred twenty (120) days after receiving the remaining party's 
written acceptance thereof. If the remaining party hereto rejects the proposed 
substitute well, such remaining party shall have the option to cease operating any 
adjacent injection well covered by this agreement. 

ARTICLE 2 

OPERATION 
2.1 Water Supply: A. Each party either has constructed or shall construct and 

maintain facilities necessary for delivery of water to its injection wells described 
in Article 1 and shall furnish water suitable for injection therein. Each party, 
upon request, shall provide the other party with a water analysis of its injection 
water. 

B. Hudson will rely on Wiser supplying injection water hereunder under the 
provisions of that certain "Pressurized Water Sale Agreement" dated 
2>5C£:/ti &BL tf, W j between Wiser and Hudson for its water supply. During the 
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time that Hudson is so relying on injection water from Wiser, interruptions in 
Hudson's injection obligations caused by interruptions in the supply of water 
from Wiser shall not be deemed a breach of Hudson's injection obligation under 
this agreement. 

2.2 Injection: Except as otherwise provided ;n Article 1.4 herein ('"Replacement and 
Substitute Wells"), water injection into each of the proposed conversion injection 
wells and re-activated injection wells shall commence within one hundred twenty 
(120) days after receipt of approval by the New Mexico Oil Conservation 
Division. Injection of water into each injection well covered by this agreement, 
shall be at rates and pressures mutually agreed upon, preferably below the 
fracturing pressure of the formation as determined by periodic step-rate injectivity 
tests. Prior to running a step-rate test, the operating pressure on the well shall be 
set at a level lower than the lowest fracturing pressures measured by step-rate 
tests in nearby injection wells completed in the formation. If the rates and 
pressures cannot be mutually agreed upon, the rates shall be at least 200 barrels of 
water a day, provided the rate does not result in a bottomhole pressure which is 
greater than the formation fracturing pressure. Each party, upon request, shall 
provide the other party details of the results of each step-rate test and any fall-off 
tests conducted on its wells. Each month, each party shall provide the other party 
with a statement showing the average daily injection rate and the average daily 
injection pressure, for the previous month, along with the cumulative injection 
volumes, for all wells within 700 feet of the common unit boundary. 

2.3 Iniection Profile: Each party shall run radioactive water tracer surveys as required 
on its wells. Each party shall, upon request, provide a copy of its injection profile 
logs to the other party hereto. 

2.4 Metering: Each party shall be responsible, at its sold cost and expense, for 
installing and maintaining in good repair, appropriate pressure gauges and water 
meters for each of the injection wells covered by this agreement. 

ARTICLE 3 

INTERESTS AND OBLIGATIONS OF PARTIES 

3.1 Interests of Parties: Nothing in this agreement shall be deemed to be an 
assignment or a cross-assignment of interests in the respective Unit/Project Area. 
This agreement is entered into for the sole purpose of providing for the operation 
of injection and infill producing wells on the common boundary of the 
Unit/Project Areas to enhance the recovery of hydrocarbons from each 
Unit/Project Area so that the party who operates the Unit/Project Area, along with 
the other owners of interests in production from the Unit/Project Area, may 
benefit by an increase in ultimate recovery of hydrocarbons from the Unit/Project 
Area. 

3.2 Obligations of Parties: The obligations and liabilities of the parties shall be 
several, not joint or collective. Each party shall be responsible only for its 
obligations as set out in this agreement. It is not the intention of the parties to 
create, nor shall this agreement be construed to create, a mining or other 
partnership or association, or to render the parties liable as partners. 

ARTICLE 4 

FORCE MAJEURE 

If either party is rendered unable, wholly or in part, by force majeure to carry its 
obligations under this agreement, that party shall give to the other party prompt notice of 
the force majeure with reasonable full particulars concerning it; thereupon, the 
obligations of the party giving notice, so far as they are affected by the force majeure, 
shall by suspended during, but no longer that the continuance of, the force majeure. The 



affected party shall use all reasonable diligence to remove the force majeure situation as 
quickly as practicable. 

The requirement that any force majeure shall be remedied with all reasonable 
dispatch shall not require the settlement of J trikes, lockouts, or other labor difficulty by 
the party involved, contrary to its wishes; how all such difficulties shall be handled shall 
be entirely within the discretion of the party concerned. 

The term "force majeure*', as here employed shall mean an act of God, strike, 
lockout or other industrial disturbance, act of the public enemy, war, blockade, public 
riot, lightning, fire, storm, flood, explosion, governmental action, governmental action, 
governmental delay, restraint or inaction, unavailability of equipment, failure of water 
supply, and any other cause, whether of the kind specifically enumerated above or 
otherwise, which is not reasonably within the control of the party claiming suspension. 

ARTICLE 5 

NOTICES 

All notices and other communications authorized or required between the parties 
under this agreement shall be deemed to have been given when such connunications in 
writing shall have been received by fax or United States mail, by the party to whom the 
notice is given at the following address: 

Wiser: Hudson: 

The Wiser Oil Company WA & ER Hudson Inc. 
8115 Preston Road, Suite 400 616 Texas Street 
Dallas, Texas 75225 Fort Worth, Texas 76102-4612 
Attn: Matt Eagleston Attn: E. Randall Hudson, III 

Each party shall have the right to change its address at any time, and from time to 
time, by giving written notice thereof to the other party. 

ARTICLE 6 

EFFECTIVE DATE AND TERM OF AGREEMENT 

6.1 Effective Date: The effective date of this agreement shall be T>ECiiv\d£R. / \^cic] 

6.2 Term of Agreement: This agreement shall be in effect for a period of ten (10) 
years after the effective date hereof and so long thereafter as the Skelly Unit, Lea 
'D' Lease and the Puckett Federal Leases are in effect, unless terminated as 
hereinafter set forth. 

This agreement may be terminated at any time after the expiration of such 
ten (10) year term by unanimous agreement of the parties hereto. If the parties are unable 
to agree, the term of this agreement shall not extend beyond ten (10) years from the 
cessation of operations attributable to the wells covered in Article 1 and Article 7 hereof. 

ARTICLE 7 

INFILL DEVELOPMENT 

7.1 In order to further enhance the ultimate recovery of hydrocarbons from both the 
Skelly Unit, Lea 'D' Lease and the Puckett Federal Leases, Wiser and Hudson 
each agree to drill and operate one (1) infill producing wells along the common 
boundary of the Unit/Lease at the approximate locations described on Exhibit "B" 
attached hereto. Such wells shall be drilled and completed within one hundred 
eighty (180) days from the execution of this agreement. Wiser and Lludson 
recognize that in order to be able to drill these infill wells at the proposed 
locations, each company will be required to obtain unorthodox location approval 
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from the New Mexico Oil Conservation Division. Accordingly. Wiser and 
Hudson hereby covenant to execute any waivers necessary for the remaining party 
hereto to administratively obtain such unorthodox locations in accordance with 
applicable New Mexico Oil Conservation Division rules. 

7.2 The wells to be drilled as set out in the preceding paragraph 7.1 are designated on 
the plat attached hereto as Exhibit "B" as Lea D 30 (operated by Wiser) and 
Puckett B WH 1 (operated by Hudson). Locations for an additional five line 
wells are similarly depicted on said Exhibit "B" as Lea D 31 and 32, Skelly 500. 
Puckett A WH 1 and Puckett A WH 2. After the drilling and completion of the 
first two wells, additional wells shall be drilled and completed upon the mutual 
agreement of Wiser and Hudson with Wiser operating the odd numbered wells 
and Hudson the even numbered wells. Before drilling any well hereunder the 
operator thereof shall furnish the working interest owners an AFE setting out the 
estimated costs thereof in accordance with the terms of the Operating Agreement 
between the parties hereto of even date herewith. 

7.2 In order to share in the risks and rewards of drilling the proposed infill wells, 
Wiser and Hudson further agree that an operating agreement between the parties, 
designating Hudson as operator of those infill wells located on the Puckett Federal 
Leases, and further designating Wiser as operator of those infill wells located on 
the Skelly Unit and Lea 'D' Lease, which shall be executed simultaneously with 
this agreement, is attached hereto as Attachment 1 and made a part hereof. Said 
operating agreement shall govern the drilling, completion and all other operations 
associated with such infill wells. The working interest of the parties under said 
operating agreement shall be as stated in Exhibit "A"of this agreement. 

7.3 The operating agreement and exhibits thereto shall become effective as of the 
effective date of this agreement and shall govern any operations not expressly 
covered by this agreement. In the event of a conflict between the terms of the 
Operating Agreement attached hereto as Attachment 1 and the terms of this 
agreement, the terms of this agreement shall prevail. 

7.4 Production attributable to the Hudson operated infill wells, as set forth on Exhibit 
"A" shall be commingled into an existing "Puckett" tank battery. Production 
attributable to the Wiser operated infill wells as set forth on Exhibit "A" shall be 
commingled into an existing Skelly Unit or Lea 'D' Lease tank battery of Wiser's 
choice. Wiser and Hudson agree that production from such infill wells shall be 
allocated based upon monthly well tests. Well testing shall be accomplished 
utilizing a test heater treater or test separator. Produced fluid from a well to be 
tested will be segregated from the field production and diverted to a test vessel 
where the separation of oil, gas and water will occur. Only one well shall be 
tested at a time. No other wells shall be allowed to produce into the test vessel 
when another well is being tested. Oil and water volumes exiting the vessel will 
be metered or sent to a test tank for direct measurement. 

7.5 If metering oil volumes, meter accuracy should be at least +/- 0.05%. Oil meters 
should be calibrated on a quarterly basis with each party having the right, upon 
thirty (30) days written notice, to witness such oil meter calibrations. Any time 
the accuracy of a meter is in question either party with reasonable written 
notification may inspect the other party's oil meter at their own expense. 

7.6 Gas volumes may be allocated based on the applicable Lease or Unit GOR, or gas 
volumes may be measured using an orifice well tester connected to the gas outlet 
on the heater treater or test separator. 

ARTICLE 8 

COMPLIANCE WITH LAWS AND REGULATIONS 

8.1 Laws, Regulations and Orders: This agreement shall be subject to and operations 
hereunder shall be conducted in compliance with the conservation laws of the 



State of New Mexico, the valid rules, regulations and orders of the New Mexico 
Oil Conservation Division and all other applicable federal, state and local laws, 
ordinances, rules, regulations and orders. 

8.2 Governing Law: This agreement and al! matters pertaining hereto, including, but 
not limited to, matters of performance, nonperformance, breach, remedies, 
procedures, rights, duties and interpretations or construction, shall be governed 
and determined by the law of the State of New Mexico. 

ARTICLE 9 

INDEMNITY 

Each party hereto agrees to protect, defend, indemnify and hold harmless 
the other party from and against any claims, demands, causes of action, losses and/or 
liabilities of every kind and character arising out of, indicent to, or in connection with 
such other party's water injection operations pursuant to the provisions of this agreement 
excepting, however, any claim, demand, cause of action, loss and/or liability which may 
result from the gross negligence or willful misconduct of such other party, its agents, 
officers, or employees. Such indemnity shall include, without limitation, reasonable 
attorney's fees, court costs and similar expenses. Each party hereby releases the other 
party from any liability for damages to the releasing party's interest in and to the 
releasing party's land described herein, arising out of, incident to, or in connection with 
the operations contemplated by this agreement, provided such operations are conducted 
in accordance with the terms and conditions of this agreement and such damage is not the 
result of gross negligence or willful misconduct of such other party. 

ARTICLE 10 

MISCELLANEOUS 

Entire Agreement: This agreement embodies the entire agreement between the 
parties relating to the subject matter hereof and shall supersede all other 
agreement, assurances, conditions, covenants or terms relating hereto, whether 
written or verbal or antecedent or contemporaneous with the execution thereof. 
This agreement may be modified or amended only by an instrument in writing 
signed by both parties. 

Captions: Captions have been inserted for reference purposes only and shall not 
define or limit the terms of this agreement. 

Binding Effect: This agreement shall be binding upon and shall inure to the 
benefit of the parties hereto and to their respective successors, legal 
representatives and assigns. This agreement may be executed in any number of 
counterparts, each of which shall be deemed an original instrument, but all of 
which together shall constitute one and the same instrument. 

WITNESS EXECUTION this /rVt-day of T)EC£/V)6i7f<L , 1999. 

THE WISER OIL COMPANY W. A. & E. R. HUDSON INC 

By:_ 
Title: 

Delmar H. Lewis 

By: 

10.2 

10.2 

Title: 7. B. Phillips 
'lorney-in-Fcc; 

Lindy's Living Trust 

6 



State of New Mexico, the valid rules, regulations and orders of the New Mexico 
Oil Conservation Division and all other applicable federal, state and local laws, 
ordinances, rules, regulations and orders. 

8.2 Governing Law: This agreement and al! matters pertaining hereto, including, but 
not limited to, matters of performance, nonperformance, breach, remedies, 
procedures, rights, duties and interpretations or construction, shall be governed 
and determined by the law of the State of New Mexico. 

ARTICLE 9 

INDEMNITY 

Each party hereto agrees to protect, defend, indemnify and hold harmless 
the other party from and against any claims, demands, causes of action, losses and/or 
liabilities of every kind and character arising out of, indicent to, or in connection with 
such other party's water injection operations pursuant to the provisions of this agreement 
excepting, however, any claim, demand, cause of action, loss and/or liability which may 
result from the gross negligence or willful misconduct of such other party, its agents, 
officers, or employees. Such indemnity shall include, without limitation, reasonable 
attorney's fees, court costs and similar expenses. Each party hereby releases the other 
party from any liability for damages to the releasing party's interest in and to the 
releasing party's land described herein, arising out of, incident to, or in connection with 
the operations contemplated by this agreement, provided such operations are conducted 
in accordance with the terms and conditions of this agreement and such damage is not the 
result of gross negligence or willful misconduct of such other party. 

ARTICLE 10 

MISCELLANEOUS 

10.1 Entire Agreement: This agreement embodies the entire agreement between the 
parties relating to the subject matter hereof and shall supersede all other 
agreement, assurances, conditions, covenants or terms relating hereto, whether 
written or verbal or antecedent or contemporaneous with the execution thereof. 
This agreement may be modified or amended only by an instrument in writing 
signed by both parties. 

10.2 Captions: Captions have been inserted for reference purposes only and shall not 
define or limit the terms of this agreement. 

10.2 Binding Effect: This agreement shall be binding upon and shall inure to the 
benefit of the parties hereto and to their respective successors, legal 
representatives and assigns. This agreement may be executed in any number of 
counterparts, each of which shall be deemed an original instrument, but all of 
which together shall constitute one and the same instrument. 

WITNESS EXECUTION this /&ldav of ~DECEM6EK. 1999. 

THE WISER OIL COMPANY W. A. & E. R. HUDSON INC 

•• Uornoy-in-Fo'.: 
Lindy's Living Trust Delmar H. Lewis 

By: By: 

6 



State of New Mexico, the valid rules, regulations and orders of the New Mexico 
Oil Conservation Division and all other applicable federal, state and local laws, 
ordinances, rules, regulations and orders. 

8.2 Governing Law: This agreement and all matters pertaining hereto, including, but 
not limited to, matters of performance, nonperformance, breach, remedies, 
procedures, rights, duties and interpretations or construction, shall be governed 
and determined by the law of the State of New Mexico. 

ARTICLE 9 

INDEMNITY 

Each party hereto agrees to protect, defend, indemnify and hold harmless 
the other party from and against any claims, demands, causes of action, losses and/or 
liabilities of every kind and character arising out of, indicent to, or in connection with 
such other party's water injection operations pursuant to the provisions of this agreement 
excepting, however, any claim, demand, cause of action, loss and/or liability which may 
result from the gross negligence or willful misconduct of such other party, its agents, 
officers, or employees. Such indemnity shall include, without limitation, reasonable 
attorney's fees, court costs and similar expenses. Each party hereby releases the other 
party from any liability for damages to the releasing party's interest in and to the 
releasing party's land described herein, arising out of, incident to, or in connection with 
the operations contemplated by this agreement, provided such operations are conducted 
in accordance with the terms and conditions of this agreement and such damage is not the 
result of gross negligence or willful misconduct of such other party. 

ARTICLE 10 

MISCELLANEOUS 

10.1 Entire Agreement: This agreement embodies the entire agreement between the 
parties relating to the subject matter hereof and shall supersede all other 
agreement, assurances, conditions, covenants or terms relating hereto, whether 
written or verbal or antecedent or contemporaneous with the execution thereof. 
This agreement may be modified or amended only by an instrument in writing 
signed by both parties. 

10.2 Captions: Captions have been inserted for reference purposes only and shall not 
define or limit the terms of this agreement. 

10.2 Binding Effect: This agreement shall be binding upon and shall inure to the 
benefit of the parties hereto and to their respective successors, legal 
representatives and assigns. This agreement may be executed in any number of 
counterparts, each of which shall be deemed an original instrument, but all of 
which together shall constitute one and the same instrument. 

WITNESS EXECUTION this /'ffoday o f ^ £ c 6 v ^ E ^ , 1999. 

THE WISER OIL COMPANY W. A. & E. R. HUDSON INC 

By:_ 
Title: 

Lindy's Living Trust 

By:_T 

Delmar H. Lewis 

B y : ^ ^ U y i ^ -



Burnett Oil Company 
By: Burne t t O i l Co. , I n c . 

By ^JSUddfe./) 
Title: W i l l i a m D. P o l l a r d . Pres ident 

Edward R. Hudson Trusts Nos. 1, 2 and 3 

Javelina Partners Zorro Partners 

By: E. RandaHHuxtfon, III By: W. A. Hudson, II 

STATE OF TEXAS 

COUNTY OF DALLAS 

)( 
)( 
)( 

The foregoing instrument was acknowledged before me this/^&tday of 
1 > £ C £ t o 6 & L , 1999, by W. B. Phillips, Attorney-in-Fact of The Wiser Oil Company, a 

Delaware corporation, on behalf of the corporation. 

Mv ConuoL^iiiu^mu^s.. 

PAULA D. GRAHAM 
II ̂ r-fJB?'"-*! MY COMMiSSION EXPIRES 

May 3,2002 
Notary Public 

STATE OF TEXAS )( 
)( 

COUNTY OF Aj )( 

The foregoing instrument was acknowledged before me this . day of 
. 1999, by, /, ti.,.7.w,<.lZ. ^ W ' l y f of W.A. & E.R. 

Hudson, Inc., a'/, n x y .•>.., on behalf of the cZ: /. * • 

My Commission Expires: , / 

••••^f*™wU Notary Public 
v,ni • UK B.CLARKE | 

.oiary Public B 
7 SViTECF TEXAS R 

:-;r,: •>-) 07/31/2000 8 

7 



STATE OF TEXAS 

COUNTY OF TARRANT 

)( 

)( 

)( 

The foregoing instrument was acknowledged before me this 30thj ay 0 f 
December , 1999, by W i l l i a m D. P o l l a r d , Pres ident ofBurnett O i l Co. , I i 

^Otfxa Texas Corpora t ion ,^yptbesfratfjg^hg: as manager of Burne t t O i l Company. 

My Commission Expires: 

Notary 
^SV OENICE ETHERIDGE 

Wffik) ridtry Public, Stata of TBXM 
My Commiuian Expires 8-14-2003 

Notary Public 0 

STATE OF TEXAS 

COUNTY OF , - ; 

)( 

)( 

)( 

The foregoing instrument was acknowledged before me t h i s , / d a y of 
/ k r / /A/'K' / 1999, by Edward R. Hudson, Jr. and W. 0. Hudson, II , Trustees 

of Edward R. Hudson Trusts Nos. 1, 2 and 3. 

1 

STATE OF TEXAS 

COUNTY OF. , V " 

Notary Public 

)( 

)( 

)( 

The foregoing instrument was acknowledged before me this j \ . day of 
/ . ^ / ^ / 1999, by E. Randall Hudson, I I I , , / . • . y / • of 

Javelina Partners, a "'.'.///; ' <,. / -/ _, on behalf of the U'c ' /-v^ 

My Comm^sioa^&j^mi^s^^u 
$'fim\h 8. CLARKE \ 

Notary Public 8 
STATE OF TEXAS K 

Mv Comm. Exp 07/31/2000 & Notary Public 

STATE OF TEXAS 

COUNTY OF - . . 

)( 

)( 

)( 

The foregoing instrument was acknowledged before me this , d a y of 

Zorro Partners, a' 
_, 1999, by W. A. Hudson, II, M 

, on behalf of the 
of 

My Commission Expires: 

VIRGINIA B.CLARKE 
* j Notary Public 

STATE OF TEXAS 
My Comm. Exp. 07/31 /2000 £ 

Notary Public 

8 



rvOV HL-CSOtJ A t : 738-9CC2 

STATE OF TEXAS )( 
)( 

COUNTY OF TfVP.rz.ArJT )( 

The foregoing instrument was acknowledged before me (his -4±h day of 
Ff:BgDflr(2.\[ , 2000, by Francis H. Hudson, Tiustee of Lindy's Living 

Trust 

My Commission Expiref 
OG-0\-'2oo2. 1 o 

O f 

""n 

STATE Oh TEXAS 

COUNTY OF -rfVfcgPr^T 

,"2002 
/"'"«Hiimm«»*x* 

)( )( 
)( 

The foregoing instrument was acknowledged before me this ^Ljtlay of 
FERguA-R-M , 2j^,,by, Delmar Hudson Lewis. 

My Commission Expigs: . * \o% 
O(0-o\~'2oo2\ 1 

''"'Miinmmtt**' 

fotarv Public - Sn^riA^e-6A|z.Tt>is) 

9 



EXHIBIT "A" 

Attached to and made a part of that certain Coop 'rative Unit Line Injection Well and 
Unit Line Infill Drilling Agreement dated December 17, 1999 by and between The Wiser 
Oil Company and W.A. and E.R. Hudson Inc. 

I . CONTRACT AREA: OPERATOR 

Skelly Unit E/2 Section 23 & SE/4 Section 14, Wiser 
Lea 'D' Lease E/2 Section 26, Wiser 
Puckett Federal W/2 Section 25 & W/2 Section 24 Hudson 
Leases & S/2 SW/4 Section 13, all in 

T-17-S, R-31-E, Eddy County, 
New Mexico 

II . ADDRESSES FOR NOTICE PURPOSES: 

The Wiser Oil Company W.A. and E.R. Hudson Inc. 
8115 Preston Road, Suite 400 616 Texas Street 
Dallas, Texas 75225 Fort Worth, Texas 76102-4612 

III . PERCENTAGE WORKING INTEREST OF THE PARTIES: 

Wells: Parties: Percentage Working 
Interest in Contract Area 

Skelly #403 Wiser 50.00% 
Hudson, et al 50.00% 

Total 100.00% 

Lea'D'24, 25 & 26 Wiser 50.00% 
Hudson, et al 50.00% 

Total 100.00% 

Puckett D Wi l l & Hudson, et al 50.00% 
Puckett A WHl & Wiser 50.00% 
2 & 3 Total 100.00% 

IV. DESCRIPTION OF COMMITTED LEASEHOLD: 

A. Leases committed by The Wiser Oil Company (100%) 

LESSOR LESSEE LEASE DATE 
NM LC-029414-B Getty Oil Company 04-30-38 
NM-98120 Skelly Oil Company 04-30-38 
USALC-029418-A Skelly Oil Company 04-30-38 

B. Leases committed by W.A. and E.R. Hudson Inc. 

LESSOR LESSEE LEASE DATE 
NMLC-029415(a) Hudson & Hudson, 05-01-56 

Inc. & S. J. Iverson 
(Renewal Lease) 

NMLC-029415(b) Hudson & Hudson, 04-01-56 
Inc. & S. J. Iverson 
(Exchange Lease - save 
and except for the acreage contained 
in Section 12 and 13) 



EXHIBIT "B" 
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OPERATING AGREEMENT 
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OPERATOR The Wiser O i l Company/W.A. & E.R. Hudson, Inc. 

CONTRACT AREA See Exhibit A & B 

COUNTY OR PARISH OF Eddy STATE OF New Mexico 

COPYRIGHT 1982 — ALL RIGHTS RESERVED 

AMERICAN ASSOCIATION OF PETROLEUM 
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A.A.P.L. FORM 610 MODEL FORM OPERATING AGREEMENT 1982 

1 OPERATING AGREEMENT 
2 
3 THIS AGREEMENT, entered into by and between T h e W i s e r O i l Company and W.A. and E.R. 
4 Hudson I n c . hereinafter designated and 

5 referred to as "Operator", and the signatory party or parties other than Operator, sometimes hereinafter referred to individually herein 

6 as "Non-Operator", and collectively as "Non-Operators". , i n a cco rdance w i t h E x h i b i t " A " a t t a c h e d h e r e t o . 
7 
8 WITNESSETH: 
9 

10 WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas interests in the land identified in 
11 Exhibit " A " , and the parties hereto have reached an agreement to explore and develop these leases and/or oil and gas interests for the 
12 production of oil and gas to the extent and as hereinafter provided, 
13 
14 NOW, THEREFORE, it is agreed as follows: 
15 
16 ARTICLE I. 

17 DEFINITIONS 
18 

19 As used in this agreement, the foUowing words and terms shall have the meanings here ascribed to them: 
20 A. The term "oil and gas" shall mean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons 
21 and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is specifically stated. 
22 B. The terms "oil and gas lease", "lease" and "leasehold" shall mean the oil and gas leases covering tracts of land 
23 lying within the Contract Area which are owned by the parties to this agreement. 
24 C. The term "oil and gas interests" shall mean unleased fee and mineral interests in tracts; of land lying within the 
25 Contract Area which are owned by parties to this agreement. 
26 D. The term "Contract Area" shall mean all of the lands, oil and gas leasehold interests and oil and gas interests intended to be 
27 developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas leasehold interests and oil and gas interests 
28 are described in Exhibit " A " . 
29 E. The term "drilling unit" shall mean the area fixed for the drilling of one well by order or rule of any state or 
30 federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as establish 
31 ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties. 
32 F. The term "drillsite" shall mean the oil and gas lease or interest on which a proposed well is to be located. 
33 G. The terms "Drilling Party" and "Consenting Party" shall mean a party who agrees to join in and pay its share of the cost of 
34 any operation conducted under the provisions of this agreement. 
35 H. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a pany who elects not to participate 
36 in a proposed operation. 
37 
38 Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes the 
39 singular, and the neuter gender includes the masculine and the feminine. 
40 
41 ARTICLE II. 

42 EXHIBITS 
43 
44 The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof: 
43 EK A. Exhibit "A", shall include the foUowing information: 
46 (1) Identification of lands subject to this agreement, 
47 (2) Restrictions, if any, as to depths, formations, or substances, 
48 (3) Percentages or fractional interests of parties to this agreement, 
49 (4) Oil and gas leases and/or oil and gas interests subject to this agreement, 
50 (5) Addresses of parties for notice purposes. 
51 • B. Exhibit "B", Form of Lease. 
52 C. Exhibit " C " , Accounting Procedure. 
53 KX D. Exhibit "D", Insurance. 
54 KX E. Exhibit "E" , Gas Balancing Agreement. 
55 XX F. Exhibit " F " , Non-Discrimination and Certification of Non-Segregated Facilities. 
56 • G. Exhibit " G " , Tax Partnership. 
57 K any provision of any exhibit, except Exhibits " E " and " G " , is inconsistent with any provision contained iniAe body 
58 of this agreement, the provisions in the body of this agreement shall prevail. # 

59 ip 
60 tf; , 

- K i t 
61 
62 "H 
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A.A.P.L. FORM 610 MODEL FORM OPERATING AGREEMENT 1982 

1 ARTICI E I I I . 
2 INTERESTS OF PARTIES 
3 

4 A. Oil and Gas Interests: 
5 
6 If any party owns an oil and gas interest in the Contract Area, that interesi shall be treated for all purposes ot this agreement 
7 and during the term hereof as if it were covered bv the form of oil and gas lease attached hereto as Exhibit " B " . and the owner thereof 
8 shall be deemed to own both the royalty interest reserved in such lease and the interest of the lessee thereunder. 
9 

10 B. Interests of Parties in Costs and Production: 
11 

12 Unless changed by other provisions, all costs and liabilities incurred in operauons under this agreement shall be borne and 
13 paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their interests are set 
14 forth in Exhibit " A " . In the same manner, the parties shall also own all production of oil and gas from the Contract Area subject to the 
15 payment of royalties to the extent of t o t a l bu rdens due which shall be borne as hereinafter set forth 
16 
17 Regardless of which party has contributed the leasefs) and/or oil and gas interest(s) hereto on which royalty is due and 
18 payable, each party entitled to receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or 
19 cause to be paid or delivered, to the extent of its interest in such production, the royalty amount stipulated hereinabove and shall hold the 
20 other parties free from any liability therefor. No party shall ever be responsible, however, on a price basis higher than the price received 
21 by such party, to any other party's lessor or royalty owner, and if any such other party's lessor or royalty owner should demand and 
22 receive settlement on a higher price basis, the party contributing the affected lease shall bear the additional royalty burden attributable to 
23 such higher price. 
24 

25 Nothing contained in this Article III.B. shall be deemed an assignment or cross-assignment of interests covered hereby. 

26 
27 C. Excess Royalties, Overriding Royalties and Other Payments: 
28 
29 Unless changed by other provisions, if the interest of any party in any lease covered hereby is subject to any royalty, 
30 overriding royalty, production payment or other burden on production in excess of the amount stipulated in Article III.B.. such party so 
31 burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other parties hereto harmless from anv 

32 and all claims and demands for payment asserted by owners of such excess burden. 

33 
34 D. Subsequently Created Interests: 
35 
36 If any party should hereafter create an overriding royalty, production payment or other burden payable out of production 
37 attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit " A " , or 
38 was not disclosed in writing to all other parties prior to the execution of this agreement by all parties, or is not a jointly acknowledged and 
39 accepted obligation of all parties (any such interest being hereinafter referred to as "subsequently created interest" irrespective ot the 
40 timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafter referred 

41 to as "burdened party"), and: 

42 
43 1. If the burdened party is required under this agreement to assign or relinquish to any other party, or parties, all or a portion 
44 of its working interest and/or the production attributable thereto, said other party, or parties, shall receive said assignment and'or 
45 production free and clear of said subsequently created interest and the burdened party shall indemnify and save said other partv. 
46 or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequently created interest: 

47 and, 

48 
49 2. If the burdened party fails to pay, when due. its share of expenses chargeable hereunder, all provisions of Article VII.B. shall be 
50 enforceable against the subsequently created interest in the same manner as they are enforceable against the working interest oi 

51 the burdened party. 

52 
53 ARTICLE IV. 
54 TITLES 
55 
56 A. Title Examination: 

58 Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling operatiejis or, if 
59 the Drilling Parties so request, title examination shall be made on the leases and/or oil and gas interests included, or planned tojfie includ 
60 ed. in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, tiverridinn 
61 royalty and production payments under the applicable leases. At the time a well is proposed, each party contributing leases andj|rt)il and 
62 gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal leje* status 
63 reports), title opinions, title papers and curative material in its possession free of charge. All such information not in the rx>ssesfcrjn of or 
64 made available to Operator by the parties, but necessary for the examination of the title, shall be obtained by Operator. Qpeijtor shall 
65 cause title to be examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be furnished to each party 
66 hereto. The cost incurred by Operator in this title program shall be borne as follows: t ' ' 
67 .1 ar, 
68 Option No. 1: Costs incurred by Operator in procuring abstracts and title examination (inciuding preliminary, stipptaftental. 
69 shut-in gas royalty opinions and division order title opinions) shall be a part of the administrative overhead as prtnTtletJWTJmWP'V?'', 
"0 and shall not be a direct charge, whether performed bv Operator's staff attorneys or by outside attorneys. 
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ARTK I i : IV 
continued 

1 Option No. 2: Costs incurred bv Operator in procuring abstracts and fees paid outside attorneys tor title examination 

2 (includir s preliminary, supplemental, shut in gas royalty opir.,ons am; division order title opinions) shall be borne by the Drilling Parties 

3 in the proportion that the interest of each Drilling Partv bears to the ual interest of all Drilling Parties as such interests appear in Ex 

1 hibit " A " Operator shall make no charge tor services rendered bv its stall attorneys or other personnel in the performance of the above 

5 functions. 
t i 

Each partv shall be responsible lor securing curative matter and pooling amendments or agreements required in connection 

8 with leases or oil and gas interests contributed by such partv. Operator shall ne responsible tor the preparation and recording ot poolinc 

9 designations or declarations as well as the conduct ot hearings before governmental agencies tor the securing ol spacing or pooling orders. 

10 This shall not prevent any party from appearing on its own behalf at anv such hearing. 

11 

12 No well shall be drilled on the Contract Area until after 111 the title to the drillsite or drilling unit has been examine as above 

13 provided, and (2) the title has been approved by the examining attorney or *it.le has been accepted by all of the parties who arc to par 

14 ticipate in the drilling of the well. 

15 

16 B. Loss of Title: 

17 

18 1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through failure of title, which loss results in a 

19 reduction of interest from that shown on Exhibit " A " , the party contributing the affected lease or interest shall have ninety (90) days 

20 from final determination of title failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi 

21 tion will not be subject to Article VIII.B.. and failing to do so, this agreement, nevertheless, shall continue in force as to all remaining oil 

22 and gas leases and interests: and, 

23 (a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the entire loss and it shall not be 

24 entitled to recover from Operator or the other parties any development or op- rating costs which it may have theretofore paid or incurred, 

25 but there shall be no additional liability on its part to the other parties her; to by reason of such title failure; 

26 (b) There shall be no retroactive adjustment of expenses incurred or rever: :es received from he operation of the interest which has 

27 been lost, but the interests of the parties shall be revised on an acreage basis, as of the time it is determined finally that title failure has oc-

28 curred, so that the interest of the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contract 

29 Area by the amount of the interest lost; 

30 (c) It the proportionate interest of the other parties hereto in any producing well theretofore drilled on the Contract Area is 

31 increased by reason of the title failure, the partv whose title has failed shall receive the proceeds attributable to the increase in such in 

32 terest (less costs and burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such 

33 well; 

^4 (d) Should any person not a partv to this agreement, who is determined to be the owner of any interest in the title which has 

35 failed, pay in any manner anv part of the cost ot operation, development, or equipment, such amount shall be paid to the party or parties 

36 who bore the costs which are so refunded; 

37 (e) Any liabilitv to account to a third partv for prior production of oil and gas which arises by reason of title failure shall be 

38 borne by the party or parties whose title failed in the same proportions in which they shared in such prior production; and, 

39 (f) No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of the interest 

40 claimed by any party hereto, it being the intention of the parties hereto that each shall defend title to its interest and bear all expenses in 

41 connection therewith. 

42 

43 2. Loss bv Non Payment or Erroneous Payment of Amount Due: If. through mistake or oversight, any rental, shut-in well 

44 payment, minimum royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein terminates, 

45 there shall be no monetary liability against the party who failed to make such payment. Unless the party who failed to make the required 

46 payment secures a new lease covering the same interest within ninety (90) days from the discovery of the failure to make proper payment. 

47 which acquisition will not be subject to Article VIII.B., the interests of the parties shall be revised on an acreage basis, effective as of the 

48 date of termination of the lease involved, and the party who failed to make proper payment will no longer be credited with an interest in 

49 the Contract Area on account of ownership of the lease or interest which has terminated. In the event the party who failed to make the 

50 required payment shall not have been fully reimbursed, at the time of the loss, from the proceeds of the sale of oil and gas attributable to 

51 the lost interest, calculated on an acreage basis, for the development and operating costs theretofore paid on account of such interest, it 

52 shall be reimbursed for unrecovered actual costs theretofore paid by it (hut not for its share of the cost of any dry hole previously drilled 

53 or wells previously abandoned) from so much of the following as is necessary to effect reimbursement: 

54 (a) Proceeds of oil and gas, less operating expenses, theretofore accrued to the credit of the lost interest, on an acreage basis, 

55 up to the amount of unrecovered costs; 

56 (b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an acreage basis, of that portion of 

57 oil and gas thereafter produced and marketed (excluding production from any wells thereafter drilled) which, in the absence of such lease 

58 termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said 

59 portion of the oil and gas to be contributed by the other parties in proportion to their respective interests; and, j^. 

60 (c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of th$interest 

61 lost, for the privilege of participating in the Contract Area or becoming a party to this agreement. 

62 ff: 

63 3. Other Losses: Al l losses incurred, other than those set forth in Articles IV.B. l . and IV.B.2. above, shall be jq 

64 and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining1] 

65 the Contract Area. 

66 

67 :,. ",-:>:. 

hS •" 1 • • i 

69 3n 
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1 • RTICLE V. 

2 'PEV ATOR 
3 
4 A. Designation and Responsibilities or Operator: 

6 See Exhibit "A" shall be the 
7 Operator of the Contract Area, and shall conduct and direct and have full control of all operations on the Contract Area as permitted and 
8 required by, and within the limits of this agreement, lt shall conduct all such operations in a good and workmanlike manner, but it shall 
9 have no liability as Operator to the other parties for losses sustained or liabilities incurred, except such as may result from gross 

10 negligence or willful misconduct. 
11 
12 B. Resignation or Removal ot Operator and Selection of Successor: 
13 
14 1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators 
15 If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as 
16 Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a successor. Operator 
17 may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the 
18 affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit " A " remaining 
19 after excluding the voting interest of Operator. Such resignation or removal shall not become effective until 7:00 o'clock A.M. on the 
20 first day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator or action 
21 by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earlier 
22 date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-
23 porate name or structure of Operator or transfer of Operator's interest to any single subsidiary, parent or successor corporation shall not 
24 be the basis for removal of Operator. 

25 
26 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor 'Operator shall be selected by 
27 the parties. The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor 
28 Operator is selected. The successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest 
29 based on ownership as shown on Exhibit " A " : provided, however, if an Operator which has been removed fails to vote or votes only to 
30 succeed itself, the successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest based 

31 on ownership as shown on Exhibit " A " remaining after excluding the voting interest of the Operator that was removed. 

32 
33 C. Employees: 
34 
35 The number of employees used by Operator in conducting operations hereunder, their selection, and the hours of labor and the 
36 compensation for services performed shall be determined bv Operator, and all such employees shall be the employees of Operator. 
37 
38 D. Drilling Contracts: 
39 
40 All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so 
41 desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing 
42 rates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and 
43 such work shall be performed by Operator under the same terms and condition.> as are customary and usual in the area in contracts of in 
44 dependent contractors who are doing work of a similar nature. 
45 

46 

47 

48 
49 ARTICLE VI . 
50 DRILLING AND DEVELOPMENT 

51 
52 A. Initial Well: 

53 
54 On nf hetnrr >hr t\»y nt .10 — , Operator shall commence the drilling of a well for 
55 oil and gas at the following location: 

^6 Seven (7) i n f i l l development wells to be d r i l l e d i n accordance with the terms of 
5 7 the Cooperative Unit Line I n j e c t i o n Well and Unit Line I n f i l l D r i l l i n g Agreement 
^ dated f^6r3£72- /? , 1999 between The Wiser O i l Company and W.A. aj|d E.R. 

60 and^snal? triereaftef continue the drilling of the well with due diligence to «(-

6 1 | 
62 
63 
64 *1 
65 unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling impract 
66 countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth. 
67 . . .... 
68 Operator shall make reasonable tests of all formations encountered during drilling which give indication of coKAirlng oil and 
69 gas in quantities sufficient to test, unless this agreement shall be limited m its application to a specific formation or tei^aUawJw^which 

V y , , - - ^Jm%t . 

70 event Operator shall be required to test only the formation or formations to which this agreement may apply. ..Jtji 
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64 
65 
66 
67 
68 
69 
70 

ARTICIJ-: VI 
continued 

It. in Operator's |udgment. the well will not produce oil or gas in paving quantities, and it wishes to plug and abandon the 
well as a dry hole, the provisions ot Article VI F. 1 shall thereafter apply. 

B. Subsequent Operations: 

0 

10 
11 

s 1. Proposed Operations. Should any party hereto desire to drill any well on the Contract Area other than the well provided 
for in Article VI A . or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or a well jointly owned by all 
the parties and not then producing in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the 
other parties written notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma 

'2 tion and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) days after receipt of the notice 
' 3 within which to notify the party wishing to do the work whether they elect to participate in the cost of rile proposed operation. If a drill 
' ^ ing rig is on location, notice of a proposal to rework, plug back or drill deeper may be given by telephone and the response period shall be 
15 limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure of a party receiving such notice to reply within 
1^ the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation. Any notice or 
17 response given by telephone shall be promptly confirmed in writing. 
18 
19 
20 

21 If all parties elect to participate in such a proposed operation, Operator shall, within ninety (90) days after expiration of the notice 
22 period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is on loca 
23 (ion, as the case may bel, actually commence the proposed operation and complete it with due diligence at the risk and expense of all par-
24 ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties, 
25 for a period of up to thirty (30) additional days if. in the sole opinion of Operator, such additional time is reasonably necessary to obtain 
26 permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete title ex-
27 amination or curative matter required for title approval or acceptance. Notwithstanding the force majeure provisions of Article XI, if the 
28 actual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and 
2*) if any party hereto still desires to conduct said operation, written notice proposing same must be resubriitted to the other parties in accor-
30 dance with the provisions hereof as if no prior proposal had been made. 
31 
32 
33 

34 2. Operations by Less than All Parties: lf anv party receiving such notice as provided in Article VI.B l . or VII D. l . (Option 
35 No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this Article, the p«rty or parties 
36 giving the notice and such other parties as shall elect to participate in the operation shall, within ninety (90) days after the expiration of 
7̂ the notice period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is 

38 on location, as the case may be) actually commence the proposed operauon and complete it with due diligence. Operator shall perform all 
39 work for the account of the Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is 
40 a Non Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
41 tion for the account of the Consenting Parties, or (h) designate one (1) of the Consenting Parties as Operator to perform such work. Con-
42 senting Parties, when conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms and con 
43 ditions of this agreement. 
44 
4^ 

46 

47 If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the applicable 
48 notice period, shall advise the Consenting Parties of the total interest of the parties approving such operation and its recommendation as 
49 to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48) hours 
50 (exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, shall advise the proposing party of its desire to (a) limit par-
51 ticipation to such party's interest as shown on Exhibit " A " or (b) carry its proportionate part of Non-Consenting Parties' interests, and 
52 failure to advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for 
53 such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party. 
54 at its election, may withdraw such proposal if there is insufficient participation and shall promptly notify all parties of such decision 
55 
56 
57 

58 The entire cost and risk cf conducting such operations shall be borne by the Consenting Parties in the proportions they have 
59 elected to bear same under the terms of the preceding paragraph. Consenting Parties shall Veep the leasehold estates involv^Mn such 
60 operauons free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties. 
61 If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface location at their 
62 sole cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this Article results irt a pro-
63 ducer of oil and/or gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole rost&ftd risk. 

.Ji 

- 5 -
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ARTICLE VI 
continued 

and the well shall then be turned over to Operator and shall be operareu by it at the expense and for the account ot the Consenting Par 
ties Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties 
in accordance wi th the provisions of this Article, each Non-Consenting Part v shall be deemed to have relinquished to Consenting Parties, 
and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such Non-Consenting 
Party's interest in the well and share ol production theretrom until the proceeds ot the sale of such share, calculated at the well, or 
market value thereol it such share is not sold, alter deducting production taxes, excise taxes, royalty, overriding royalty and other in
terests not excepted by Articie HI D. payable out ot or measured bv the production trom such well accruing with respect to such interest 
until it reverts! shall equal the total of the following: 

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

(b) 300 % of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing, 
after deducting any cash contributions received under Article VIII.C, and 100 % of that portion of the cost of newly acquired equip
ment in the well (to and including the wellhead connections), which would h.:ve been chargeable to such Non-Consenting Party if it had 
participated therein. 

An election not to participate in the drilling or the deepening of a well shall be deemed an election not to participate in any re
working or plugging back operation proposed in such i well, or portion thereof, to which the initial Non-Consent election applied that is 
conducted at any time prior to full recovers by the Consenting Parties of the Non-Consenting Party's recoupment account. Any such 
reworking or plugging back operation conducted during the recoupment period shall be deemed part of the cost of operation of said well 
and there shall be added to the sums to be recouped by the Consenting Parties one hundred percent (100%) of that portion of the costs of 
the reworking or plugging back operation which would have been chargeable to such Non-Consenting Party had it participated therein. If 
such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article VLB. jhall be ap 
plicable as between said Consenting Parties in said well 

During the period of time Consenting Parties are entitled to receive Nonconsenting Party's share of production, or the 
proceeds therefrom, Consenting Parties shall be responsible for the payment of all production, severance, excise, gathering and other 
taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party's share of production not excepted by Ar 
tide HI D. 

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permitted to use, free 
of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unchanged; and upon 
abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Parties shall account for all such equip 
ment to the owners thereof, with each party receiving its proportionate part in kind or in value, less cost of salvage. 

Within sixty (60) days after the completion of any operation under this Article, the party conducing the operations for the 
Consenung Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and ciannected to the well, and an 
itemized statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the well for production; or, at its 
option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly bill
ings. Each month thereafter, during the time the Consenting Parties are being reimbursed as provided above, the party conducting the 
operations for the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities in
curred in the operation of the well, together with a statement of the quantity of oil and gas produced from it and the amount 
realized from the sale of the well's working interest production during the preceding month. In determining the quantity of 
produced during any month, Consenting Parties shall use industry accepted methods such as, but not limited to, metering 
well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connexion with any 
which would have been owned by a Non-Consenting Party had it participated therein shall be credited against the total unri 
of the work done and of the equipment purchased in determining when the interest of such Non-Consenting Party shall 
above provided; and if there is a credit balance, it shall be paid to such Non-Consenting Party. I 
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ARTICLE VI 
continued 

If and when the Consenting Parties recover from a Non ( .mse "ng Party 's relinquished interest the amounts provided for above, 
the relinquished interests of such Non-Consenting Party shall automatically revert to it, and, from and after such reversion, such Non 
Consenting Party shall own the same interest in such well, the material and equipment in or pertaining thereto, and the production 
therefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling, reworking, deepening or plugging 
back of said well. Thereafter, such Non-Consenting Partv shall be charged with and shall pay its proportionate part of the further costs ol 
the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto. 

Notwithstanding the provisions of this Articie VI.B.2.. it is agreed that without the mutual consent of all parties, no wells shall 
be completed in or produced from a source of supply from which a well located elsewhere on the Contract Area is producing, unless such 
well conforms to the then-existing well spacing pattern for such source of supply. 

The provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Article VI.A. 
except (a) as to Article VII.D.l. (Option No. 2), if selected, or (b) as to the reworking, deepening and plugging back of such initial well 
after it has been drilled to the depth specified in Article VI A . if it shall thereafter prove to be a dry hole or, if initially completed for pro 
duction, ceases to produce in paying quantities. 

3. Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been 
completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party's notice proposing a 
reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling or deepen
ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, whichever 
first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms of the second gram
matical paragraph of Article VI.B.2, shall be charged to and borne as part of the proposed operation, but if die proposal is subsequently 
withdrawn because of insufficient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion 
each Consenting Party's interest as shown on Exhibit " A " bears to the total interest as shown on Exhibit " A " of all Consenting Par 
ties. 

4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a "deepening" operation shall 
also be applicable to any proposal to directionally control and intentionally deviate a well from vertical so as to change the bottom hole 
location (herein called "sidetracking"), unless done to straighten the hoie or to drill around junk in the hole or because of other 
mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the 
affected well bore at the time of the notice shall, upon electing to participate, tender to the well bore owners its proportionate share (equal 
to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as follows: 

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

(b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis of the well's 
salvable materials and equipment down to the depth at which the sidetracking operation is initiated, determined in accordance with the 
provisions of Exhibit "C" , less the estimated cost of salvaging and the estimated cost of plugging and abandoning. 

In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on location, the response period 
shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunc?y and legal holidays; provided, however, any party may request and 
receive up to eight (8) additional days after expiration of the forty-eight (48) hours within which to respond by paytng for all stand-by time 
incurred during such extended response period. If more than one party elects to take such additional time to respond to the notice, stand
by costs shall be allocated between the parties taking additional time to respond on a day-to-day basis in tht: proportion each e|s£ting par
ty's interest as shown on Exhibit " A " bears to the total interest as shown on Exhibit " A " of all the electing parties. In aft other in 
stances the response period to a proposal for sidetracking shall be limited to thirty (30) days. .;,_, 

V*' 

C. TAKING PRODUCTION IN KIND: 

Each party shall take in kind or separately dispose of its proportionate share of all oil and gas produced frotn d*e Ojf^firict Area, 
exclusive of production which may be used in development and producing operations and in preparing and txefitij^ oi| afiji gas for 
marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separat̂ eiidis r̂trMfi by any 
party of its proportionate share of the production shall be borne bv such party. Any party taking its share of produift^ifi^JflBBBbalJ be 
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1 required 'o pay for only its proportionate share of such part of Operator's surface facilities which it uses. 
2 

3 Each party shall execute such division orders and contracts as may be necessary tor the sale of its interest in production trom 
4 the Contract Area, and, except as provided in Article V'fl.B.. shall be entitled to receive payment directly from the purchaser thereof for 
5 its share of all production. 

6 
In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share > 

9 
10 
11 

8 the oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will bv the partv owning it. but not 
Tt 

14 
15 

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 take in kind, or separately dispose of, its share of all oil not previously 

12 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 

13 time as are consistent with the minimum needs of the industry under the particular circumstances, but in no e- ~t for a period in excess 

of one (1) year,*and s h a l l a c c o u n t t o such p a r t y f o r t h e a c t u a l n e t p roceeds r e c e i v e d 

f o r such p r o d u c t i o n , i f s o l d , o r t h e c u r r e n t m a r k e t p r i c e i f p u r c h a s e d by o p e r a t o r . 
16 In the event one or more parties' separate disposition of its share of the gas causes split-stream deliveries to separate pipelines and/or 
17 deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective proportionate share of total gas sales to 
18 be allocated to it, the balancing or accounting between the respective accounts of the parties shall be in accordance with any gas balancing 
19 agreement between the parties hereto, whether such an agreement is attached as Exhibit "E" , or is a separate agreement. 
20 
21 D. Access to Contract Area and Information: 
22 
23 Each party shall have access to the Contract Area at all reasonable times, at its sole cost and risk to inspect or observe operations, 
24 and shall have access at reasonable times to information pertaining to the development or operauon thereof, Including Operator's books 
25 and records relating thereto. Operator, upon request, shall furnish each of the other parties with copies of all forms or reports filed with 
26 governmental agencies, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports of stock on hand at the first of 
27 each month, and shall make available samples of any cores or cuttings taken from any well drilled on the Contract Area. The cost of 
28 gathering and furnishing information to Non-Operator, other than that specified above, shall be charged to the Non-Operator that re 
29 quests the information. N o t w i t h s t a n d i n g a n y t h i n g t o t h e c o n t r a r y , a n o n - o p e r a t o r who i s i n 
30 d e f a u l t under A r t i c l e V I I B s h a l l have no r i g h t s unde r t h e i A r t i c l e V I D. 
31 E. Abandonment of Wells: 
32 
33 1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VI.B.2., any well which has been 
34 drilled or deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be plugged and abandoned 
35 without the consent of all parties. Should Operator, after diligent effort, be unable to contact any party, or should any party fail to reply 
36 within forty-eight (48) hours (exclusive of Saturday. Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon 
37 such well, such party shall be deemed to have consented to the proposed abandonment. All such wells shall be plugged and abandoned in 
38 accordance with applicable regulations and at the cost, risk and expense of the parties who participated in the cost of drilling or deepening 
39 such well. Any party who objects to plugging and abandoning such well shall have the right to take over the well and conduct further 
40 operations in search of oil and/or gas subject to the provisions of Article VLB. 
41 

42 2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted 
43 hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed as a 
44 producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to such abandonment, the well shall 
45 be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of all the parties hereto. If, within 
46 thirty (30) days after receipt of notice of the proposed abandonment of any well, all parties do not agree to the abandonment of such well. 
47 those wishing to continue its operation from the interval(s) of the formation(s) then open to production shall tender to each of the other 
48 parties its proportionate share of the value of the well's salvable material and equipment, determined in accordance with the provisions of 
49 Exhibit "C", less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign 
50 the non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and 
51 material, all of its interest in the well and related equipment, together with its interest in the leasehold estate as to, but only as to, the in 
52 terval or intervals of the formation or formauons then open to production. If the interest of the abandoning party is or includes an oil and 
53 gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease, limited to the interval or in-
54 tervals of the formation or formauons then open to production, for a term of one (1) year and so long thereafter as oil and/or gas is pro-
55 duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached-as Exhibit 
56 
57 
58 

59 ^ 
60 'f 
61 ^ 
62 tf 
63 k> 
64 : H 
65 ^ • 1> 
66 ' ; 
67 .>T ; '->;T, 
68 . { > ! ,-: 
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1 "B Thr assignments or leases so limited shall encompass the "drilli aumt" upon which the well is located. The payments by. and the 
2 assignments or leases to, the assignees shall be in a ratio based upon tl.- relationship of their respective percentage of participation in the 
^ Contract Area to the aggregate ot the percentages of participation in the Contract Area of all assignees. There shaii be no readjustment ot 
, interests in the remaining portion ot the Contract Area 

5 

" Thereafter, abandoning parties shall have no turther responsibility, liability, or interest in the operation of or production Irom 
the well in the interval or intervals then open otner than the royalties retained m anv lease made under the terms of this Articie. Upon re 

8 quest. Operator shall continue to operate the assigned well for the account oi the non abandoning parties at the rates and charges con 
9 templated by this agreement, plus any additional cost and charges which may arise as the result of the separate ownership ot the assigned 

10 well. Upon proposed abandonment of the producing interval(s) assigned or leased, the assignor or lessor shall then have the option to 
11 repurchase its prior interest in the well (using the same valuation formula) and participate in further operauons therein subject to the pro 
12 visions hereof. 
13 
14 3. Abandonment of Non-Consent Operations: The provisions of Article VI.E.l. or VI.E.2. above shall be applicable as between 
15 Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall be 
16 permanently plugged and abandoned unless and until all parties having the right to conduct further operations therein have been notified 
17 of the proposed abandonment and afforded the opportunity to elect to take over the well in accordance with the provisions of this Article 
18 VI.E. 
19 
20 ARTICLE VII. 
2 1 EXPENDITURES AND LIABILITY OF PARTIES 
22 
23 A. Liability of Parties: 
24 

25 The liability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligations, and 
26 shall be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the liens granted 
27 among the parties in Article VU.B. are given to secure only the debts of each severally. It is not the intention of the parties to create, nor 
28 shall this agreement be construed as creating, a mining or other partnership or association, or to render the parties liable as partners. 
29 

30 B. Liens and Payment Defaults: 
31 
32 Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security interest in its share 
33 of oil and/or gas when extracted and its interest in all equipment, to secure payment of its share of expense, together with interest thereon 
.34 at the rate provided in Exhibit "C". To the extent that Operator has a security interest under the Uniform Commercial Code of the 
3") state. Operator shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob 
36 taining of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien 
37 rights or security interest as security for the payment thereof In addition, upon default by any Non-Operator in the payment of its share 
38 of expense, Operator shall have the right, without prejudice to other rights or remedies, to collect from the purchaser the proceeds from 
39 the sale of such Non-Operator's share of oil and/or gas until the amount owed by such Non-Operator, plus interest, has been paid. Each 
40 purchaser shall be entitled to rely upon Operator's written statement concerning the amount of any default. Operator grants a like lien 
41 and security interest to the Non-Operators to secure payment of Operator's proportionate share of expense. 
42 
43 If any party fails or is unable to pay its share of expense within sixty (60) days after rendition of a statement therefor by 
44 Operator, the non-defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that 
45 the interest of each such party bears to the interest of all such parties. Each party so paying its share of the unpaid amount shall, to obtain 
46 reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph. 
47 
48 C. Payments and Accounting: 
49 
50 Except as herein otherwise specifically provided. Operator shall promptly pay and discharge expenses incurred in the development 
51 and operation of the Contract Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor 
52 donate shares upon the expense basis provided in Exhibit "C". Operator shall keep an accurate record of the joint account hereunder, 
53 showing expenses incurred and charges and credits made and received. 
54 
55 Operator, at its election, shall have the right from time to time to demand and receive from the other parties payment in advance 
56 of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding 
57 month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together 
58 with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted 
59 on or before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such esnmfift within 
60 fifteen (15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, tBeamount 
61 due shall bear interest as provided in Exhibit " C " until paid. Proper adjustment shall be made monthly between advances and&tual ex 
62 pense to the end that each party shall bear and pay its proportionate share of actual expenses incurred, and no more. 

64 D. Limitation of Expenditures: 

66 1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, except any well dnjk|^r3£%Kpened 
67 pursuant to the provisions of Article VI.B.2. of this agreement Consent to the drilling or deepening shall mc\aa^/\^ f"\ el 
68 ;7( } * i ). j 
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1 3 Option No. I . All necessary expenditures tor the dn'ling or 'eepening. testing, completing and equipping of the weii. including 

2 necessary tankage and/or surface facilities 

3 

•t __ Option No. 2: All necessarv expenditures lor the drilling or deepening and testing of the well. When such well has reached n. 

*> authorized depth, and all tests have been completed, and the results thereol furnished to the parties. Operator shall give immediate notue 

0> (o the Non-Operators who have the right to participate ;n the completion costs. The parties receiving such notice shall have forty -eight 

• )S) hours (exclusive ot Saturday. Sundav and legal holidays in which to elect to participate in the setting of casing and the completion .it 

8 tempt. Such election, when made, shall include consent to all necessarv expenditures for the completing and equipping of such well, in 

9 eluding necessary tankage and/or surface facilities Failure of anv partv receiving such notice to reply within the period above fixed shail 

10 constitute an election by that partv not to participate in the cost of the completion attempt. If one or more, but less than all of the parties. 

11 elect to set pipe and to attempt a completion, the provisions ol Article VI.B.2. hereof (the phrase "reworking, deepening or plugging 

12 back" as contained in Article VI.u.2. shall Ix? deemed to include "completing"! shall apply to the operations thereafter conduced by less 

13 than all parties. 

14 

15 2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged back except a well reworked or 

16 plugged back pursuant to the provisions of Article VI.B.2 of this agreement. Consent to the reworking or plugging back of a well shall 

17 include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tankage 

18 and/or surface facilities. 

19 

20 3. Other Operations: Without the consent of all parties. Operator shall not undertake any single project reasonably estimated 

21 to require an expenditure in excess of T w n t y - f j y p t h o u s a n d Dollars ($—25 , 0 0 0 . 0 0 ! 

22 except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plugging back of which has been 

23 previously authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden 

24 emergency, whether of the same or different nature. Operator may take such steps and incur such expenses as in its opinion are required 

25 to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other 

26 parties. If Operator prepares an authority for expenditure (AFE) for its own use. Operator shall furnish any NonOperator so requesting 

27 an information copy thereof for any single project costing in excess of t w e n t y - f i v e t h o u s a n d 

28 Dollars (% 2 5 , 0 0 0 . 0 0 
) but less than the amount first set forth above in this paragraph. 

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

31 

32 Rentals, shut-in well payments and minimum royalties which may be required under the terms ot any lease shall be paid by the 

33 party or parties who subjected such lease to this agreement at us or their expense. In the event two or more parties own md have con 

34 tributed interests in the same lease to this agreement, such parties mav designate one of such parties to make said payments for and on 

35 behalf of all such parties. Any party may request, and shall be entitled to receive, proper evidence of all such payments. In the event of 

36 failure to make proper payment of any rental, shut in well payment or minimum royalty through mistake or oversight where such pay 

37 ment is required to continue the lease in force, anv loss which results from such non payment shall be borne in accordance with the pro 

38 visions of Article IV.B.2. 

39 

40 Operator shall notify Non-Operator ot the anticipated completion of a shut-in gas well, or the shutting in or return to production 

41 of a producing gas well, at least five (5) days (excluding Saturday. Sundav and legal holidays), or at the earliest opportunity permitted by 

42 circumstances, prior to taking such action, but assumes no liability for tailure to do so. In the event of failure by Operator to so notify 

43 Non-Operator, the loss of any lease contributed hereto by Non Operator for failure to make timely payments of any shut in well payment 

44 shall be borne jointly by the parties hereto under the provisions of Article IV.B.3. 

45 
46 F. Taxes: 
47 

48 Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation all property 

49 subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they 

50 become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as to burdens (to include, but not 

51 be limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests contributed by such Non 

52 Operator. If the assessed valuation of any leasehold estate is reduced by reason of its being subject to outstanding excess royalties, over 

53 riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or 

54 owners of such leasehold estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such reduc-

55 tion. If the ad valorem taxes are based in whole or in part upon separate valuations of each party's working interest, then notwithstanding 

56 anything to the contrary herein, charges to the joint account shall be made and paid by the parties hereto in accordance with the tax 

57 value generated by each party's working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in 

58 the manner provided in Exhibit " C " . 
59 4£ 
60 If Operator considers any tax assessment improper. Operator may, at its discretion, protest within the time anrfjmanner 

61 prescribed by law. and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to final deter 

62 mination. During the pendency of administrative or judicial proceedings. Operator may elect to pay, under protest, all such taxffl&rd any 

63 interest and penalty. When any such protested assessment shall have been finally determined. Operator shall pay the tax for thjNKnnt ac 

64 count, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid by tj^em, as 

65 provided in Exhibit " C " . .' 

66 —rf-f-i 
67 Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed uport.^^wirh^f^ect to 

rd? the production or handling of such party's share of oil and'or gas produced under the terms of this agreement. ' : ; § 
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1 G. Ins ranie: 
i 

? At all times while operations are conducted hereunder. (Operator shall comply with the workmen's compensation law ot 
.» the state where the operations are being conducted, presided, however, that Operator mav lie a self-insurer lor liability under said com 
5 pensation laws in which event the only charge that shail Ix- made to (he pint account shall be as provided in Exhibit "C ' Operator shaii 
o also carry or provide insurance for the benefit ot (he joint aiv.-uni ot ;he parties as outlined in Exhibit " D " . attached to and made a pan 

hereof. Operator shall require all contractors engaged in work on or lor the Contract Area to comply with the workmen s compensation 
H law ot the state where the operations are being conducted and to maintain such other insurance as Operator may require. 
9 

10 In the event automobile public liability insurance is specified in said Exhibit "IV . or subsequently receives the approval ot (he 
1 1 parties, no ditect charge shall be made by Operator tor premiums paid tor such insurance tor Operator's automotive equipment. 
12 
13 ARTICLE VII I . 

14 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 
15 

16 A. Surrender of Leases: 
17 
18 The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole 
19 or in part unless all parties consent thereto 
20 
21 However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do not 
22 agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of tide, all of its interest in 
23 such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production 
24 thereafter secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil and gas in 
25 terest, the assigning party shall execute and deliver to the party or parties not consenting to such surrender an oil and gas lease covering 
26 such oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gas is produced from the land covered thereby, such 
27 lease to be on the form attached hereto as Exhibit "B" Upon such assignment or lease, the assigning party shall be relieved from all 
28 obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operauon of any well 
29 attributable thereto, and the assigning party shall have no further interest in the assigned or leased premises and its equipment and pro 
30 duction other than the royalties retained in anv lease made under the terms ol this Article. The party assignee or lessee shall pay to the 
31 party assignor or lessor the reasonable salvage value of the latter s interest in any wells and equipment attributable to the assigned or leas 
32 acreage. The value of all material shall be determined in ac cordance with the provisions of Exhibit "C". less the estimated cost of 
33 salvaging and the estimated cost of plugging and abandoning If the assignment or lease is in favor of more than one party, the interest 

34 shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such parties. 

35 
36 Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering 
37 party's interest as it was immediately before the assignment, lease or surrender m the balance of the Contract Area; and the acreage 
38 assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this 
39 agreement. 
40 
41 B. Renewal or Extension of Leases: 

42 
43 If any party secures a renewal of any oil and gas lease subject to this agreement, all other parties shall be notified promptly, nd 
44 shall have the right for a period of thirty (30) days following receipt of such notice in which to elect to participate in the ownership of the 
45 renewal lease, insofar as such lease affects lands within the Contract Area, by paying to the party who acquired it their several proper pro 
46 portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be in proportion to the 

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

48 
49 If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall be owned by the parties 
50 who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Area 
51 to the aggregate of the percentages of participation in the Contract Area ot all parties participating in the purchase of such renewal lease. 

52 Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement. 

53 
54 Each party who participates in the purchase of a renewal lease shall be given an assignment of its proportionate interest therein 
55 by the acquiring party, w i t h o u t warran ty of t i t l e , except as to ac t s by , t h r o u g h , or under 
56 the a c q u i r i n g p a r t y . 
57 The provisions of this Article shall apply to renewal leases whether they are for the entire interest covered by the expiring lease 
58 or cover only a portion of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor lease, or taken or 
59 contracted for within six (6) months after the expiration of the existing lease shall be subject to this provision; but any lease tak&-or con-
60 tracted for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not bejnbject to 
01 the provisions of this agreement *r, 

°2 I * 
63 The provisions in this Article shall also be applicable to extensions of oil and gas leases. "f 
M 'I'" 65 C. Acreage or Cash Contributions: J.. j 

0 7 While this agreement is in force, it anv partv contracts for a contribution of cash towards the drilling of 4 Vqll o r i*^ , other 
t̂ X operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other dp#aarjit*apd'jsriall be 
69 applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the par<yx<^wr4jff<i^& con 
"D tribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Paities<t^9iiijidBMons 
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1 said Drilling ,'arties shared the cost of drilling the well Such acre i>e shall become a separate Contract Area and, to the extent possible, be 
2 governed by provisions identical to this agreement Each party shall | . >mptlv notify all other parties of any acreage or cash contributions 
* it may obtain in support of anv well or anv other operation on the Contract .Area. The above provisions shall also be applicable to op 
t tional rights to earn acreage outside the Contract Area which are in support ot a well drilled inside the Contract Area. 
"S 

>v It anv partv contracts tor anv consideration relating to disposition ot such party's share of substances produced hereunder, such 
consideration shall not be deemed a contribution as contemplated in this Article VIII.C 

H 
'-) D. Maintenance of Uniform Interest; 

10 
11 For the purpose of maintaining uniformity ot ownership in the oil and gas leasehold interests covered by this agreement, no 
12 party shall sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Contract Area and in wells. 
13 equipment and production unless such disposition covers either: 
14 
15 1. the entire interest of the party in all leases and equipment and production; or 
16 
17 2. an equal undivided interest in all leases and equipment and production in the Contract Area. 
18 
19 Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement 
20 and shall be made without prejudice to the right of the other parties. 
21 
22 Ii, at any time the interest of any party is divided among and owned by four or more co-owners, Operator, at its discretion, may 
23 require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for 
24 and approve and pay such party's share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such 
25 party's interest within the scope of the operations embraced in this agreement; however, all such co-owners shall have the right to enter 
26 into and execute all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Contract 

27 Area and they shall have the right to receive, separately, payment of the sale proceeds thereof. 

28 
29 E. Waiver of Rights to Partition: 

30 
31 If permitted bv the laws of the state or states in which the property covered hereby is located, each party :.ereto owning an 
32 undivided interest in the Contract Area waives anv and all rights it may have to partition and have set aside to it in severalty its undivided 
33 interest therein. 
34 
35 —¥-.—Preferential Right to Purchase! 

36 
37 Shuuld any paity desiie tu sell all oi am pan ul its mteiests undei this agieenieiit. ui its lights and iuteiests in dieCuirji-** 
38 Area, it shall promptly give wntten notice to the other parties, with full information concerning its proposed sale;3bj«&-STTaTrinclude the 
39 name and address of the prospective purchaser (who must be ready, willing and able to purchasejjjbj^^trrtriase price, and all other terms 
40 of the offer. The other parties shall then have an optional prior right, for a perjod^jf-^errtTuTdays after receipt of the notice, to purchase 
41 on the same terms and conditions the interest which the otherjjatty-prCpo^es to sell; and, if this optional right is exercised, the purchas 
42 ing parties shall share the purchased interesMriabe-pT^pOTtions that the interest of each bears to the total interest of all purchasing par 
43 ties. However, there shallbe_j^o--pfffereritial right to purchase in those cases where any party wishes to mortgage its interests, or to 
44 dispose of ltsjnteirsTs^ymerger, reorganization, consolidation, or sale of all or substantially all of its assets to a subsidiary or parent com 

45 y«rfy~~or~to a subsidiary of a parent company, or to any company in which any one party owno a majority of the stock.' 

46 
47 ARTICLE IX. 
48 INTERNAL REVENUE CODE ELECTION 
49 
50 This agreement is not intended to create, and shall not be construed to create, a relationship of partnership or an association 
51 for profit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several 
52 and not joint or collective, or that this agreement and operations hereunder shall not constitute a partnership, if, for federal income tax 
53 purposes, this agreement and the operations hereunder are regarded as a partnership, each party hereby affected elects to be excluded 
54 from the application of all of the provisions of Subchapter " K " , Chapter 1, Subtitle " A " , of the Internal Revenue Code of 1954, as per-
55 mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to ex 
56 ecute on behalf of each party hereby affected such evidence of this election as may be required by the Secretary of the Treasury of the 
57 United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns, statements, 
58 and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affected give further 
59 evidence of this election, each such party shall execute such documents and furnish such other evidence as may be requinfeby the 
60 Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take u y other 
61 action inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which thq*Jontract 
62 Area is located or any future income tax laws of the^nited States contain provisions similar to those in Subchapter " K " , QMjnfter 1, 
63 Subtitle " A " , of the Internal Revenue Code of 1954T, under which an election similar to that provided by Section 761 of the Cjflris per-
64 mitted, each party hereby affected shall make such election as may be permitted or required by such laws. In making the foreaflng elec-
65 tion. each such party states that the income derived by such party from operations hereunder can be adequately determined wDMut the 
66 computation of partnership taxable income. ^ ^ ^ J J ^ M -

6« f'ftHTn 
69 \ V ^ g M 
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1 ARTICLE X. 

2 

3 
CLAIMS A; \0 1 AWSUITS 

i Operator may settle anv single uninsured third party damage claim or suit arising from operations hereunder if the expenditure 
5 does not exceed t e n t housand Dollars 
d t 10 » 000 . 00 i and if the payment is in complete settlement of such claim or suit. If the amount required for settlement ex 
7 feeds the above amount, the parties hereto shall assume and take over the iurther handling of the claim or suit, unless such authority is 
8 delegated to Operator All costs and expenses ol handling, settling, or otherwise discharging such claim or suit shall be at the joint ex 
9 pense of the parties participating in the operation from which the claim or suit arises. If a claim is made against any party or if any party is 

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

12 or suit involving operations hereunder A l l c la ims or s u i t s i n v o l v i n g t i t l e to any i n t e r e s t sub jec t 
13 to t h i s agreement s h a l l be t r e a t e d as a c l a i m or s u i t aga ins t a l l p a r t i e s here to . 
14 ARTICLE XI. 
15 FORCE MAJEURE 
16 
17 If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other than 
18 the obligation to make money payments, that party shall give to all other parties prompt written notice of the force majeure with 
19 reasonably full particulars concerning it; thereupon, the obligations of the party giving the notice, so far as they are affected by the force 
20 majeure, shall be suspended during, but no longer than, the continuance of the force majeure. The affected party shall use all reasonable 
21 diligence to remove the force majeure situation as quickly as practicable. 
22 
23 The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes. 
24 lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shall be entirely 
25 within the discretion of the party concerned. 
26 
27 The term "force majeure", as here employed, shall mean an act of God. strike, lockout, or other industrial disturbance, aa of 
28 the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, governmental action, governmental delay, restraint 
29 or inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or otherwise, which is 

30 not reasonably within the control of the party claiming suspension 

31 
32 ARTICLE XII . 
33 NOTICES 
34 
}5 All notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise 
36 specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed to 
37 the parties to whom the notice is given at the addresses listed on Exhibit " A " The originating notice given under any provision hereof 
38 shall be deemed given only when received by the party to whom such notice is directed, and the time for such party to give any notice in 
39 response thereto shall run from the date the originating notice is received. The second or any responsive notice shall be deemed given 
40 when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party 

41 shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other parties. 

42 

43 ARTICLE XII I . 

44 TERM OF AGREEMENT 

45 
46 This agreement shall remain in full force and effect as to the oil and gas leases and/or oil and gas interests subject hereto for the 
47 period of time selected below: provided, however, no party hereto shall ever be construed as having any right, title or interest in or to any 

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

49 
50 G Option No. 1: So long as any of the oil and gas leases subject to this agreement remain or are continued in force as to any part 

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

52 
53 LX Option No. 2: In the event the well described in Article VIA. , or any subsequent well drilled under any provision of this 
54 agreement, results in production of oil and/or gas in paying quantities, this agreement shall continue in force so long as any such well or 
55 wells produce, or are capable of production, and for an additional period of QO days from cessation of aU production; provided, 
56 however, if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen 
57 mg, plugging back, testing or attempting to complete a well or weiis hereunder, this agreement shall continue in force until such opera-
58 tions have been completed and if producuon results therefrom, this agreement shall continue in force as provided herein. In thejyent the 
59 well described in Article VIA. , or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, Zcapable 
60 of producing oil and/or gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging back oTfyework 
61 ing operations are commenced within 90 days from the date of abandonment of said well. 
62 
63 It is agreed, however, that the termination of this agreement shall not relieve any party hereto from any liability 
64 accrued or attached prior to the date of such termination 

65 

66 

->n ^ J U B W 
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1 ARTICLE XIV. 

2 COMPLIANCE WITH LAV s AND REGULATIONS 
3 
4 A. Laws, Regulations and Orders: 
5 
6 This agreement shall be subject to the conservation laws ot the state in which the Contract Area is hxated. to the valid rules. 
7 regulations, and orders of anv dulv constituted regulatory bodv ol vud state: and to all other applicable tederal. state, and local laws, ur 
8 dinances, rules, regulations, and orders 
9 

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

38 OTHER PROVISIONS 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
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ART1C • XVI . 

MISCELLANEOUS 

This agreement shall be binding upon and shall inure to the benefit ot the parties hereto and to their respective heirs, devisees, 

legal representatives, successors and assigns 

This instrument may be executed in anv number ot counterparts, each ot which shall be considered an original for all purposes 

IN WITNESS WHEREOF, this agreement shall be effective as ol / 7*-/Vu day of T>ECC AA 19 ')r1 

O P E R A T O R 

THE WISER OIL COMPANY 

By: W. B. PHILLIPS, ATTORNEY-IN-FACT 
TAX ID 55-0522128 

N O N O P E R A T O R S 

*ic.-. 

Tf. 
?( - • 

•sr. %• 
i i i 

... 
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ARTICLE XVL 

MISCELLANEOUS 

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their respective heirs, devisees, 
legal representatives, successors and assigns. 

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

IN WITNESS WHEREOF, this agreement shall be effective as of. 

O P E R A T O R 

W. A. & E. R. Hudson, I n c . THE WISER OIL COMPANY 

W. A . Hudson I I , P res iden t By: W. B. PHILLIPS, ATTORNEY-IN-FACT 
TAX ID 55-0522128 

N O N - O P E R A T O R S 

B u r n e t t O i l Coirrpany 

By Francis H. Hudson, Trustee of 
Lindy's Living Trust 

Javelina Partners 

Delniar Hudson Lewis 

Zorro Partners, Ltd. 

By:E. Randal" 
Managing Partner 

Edward R. Hudson Trusts 1, 2, 3 

By: William A. Hudson I I , General 
Partner 

C 
Edward t R. Hudson Jr., Trustee \ William A. Hudson IX, Trustee 

•fie.:; 
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ARTICLE X V I . 

MISCELLANEOUS 

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their respective heirs, devisees, 

legal representatives, successors and assigns. 

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

IN WITNESS WHEREOF, this agreement shall be effective as of _ day of 19 

O P E R A T O R 

W. A. & E. R. Hudson, Inc . THE WISER OIL COMPANY 

"By*—* 
* W. A. Hudson, I I , President By: W. B. PHILLIPS, ATTORNEY-IN-FACT 

TAX ID 55-0522128 

Burnett Oil Conpany 

N O N - O P E R A T O R S 

By 

Javelina Partners 

By:E. Randall \Hu«son I I I 
Managing Parmer 

Edward R. Hudson Trusts 1, 2, 3 

Edward R. Hudson J r . , Trustee 

.-M A 
Francis H. Hudson, Trustee of Lindy's Living Trust 

Delinar Hudson Lewis 

Zorro Partners, Ltd. 

By: William A. Hudson I I , General 
Partner 

William A. Hudson I I . , Trustee 

i 

A:A-'--Ai 

' l . i i .:t, :.l.l-.:o.l «:r.l •> f i ' " 



A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT • 1982 

ARTICLE X V I . 

MISCELLANEOUS 

7 
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19 
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24 

This agreement shall be binding upon and shall mure to ihe benefit of the parties hereto and to their respective heirs, devisees, 

5 legal representatives, successors and assigns. 

6 

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

IN WITNESS WHEREOF, this agreement shall be effective as of. . day of. - 19. 

W. A. & E. R. Hudson, Inc. 

O P E R A T O R 

THE WISER OIL COMPANY 

"ST" 
W. A. Hudson I I , President By: W. B. PHILLIPS, ATTORNEY-IN-FACT 

TAX ID 55-0522128 

N O N - O P E R A T O R S 

Burnett Oil Company 
25 By: Burnett O i l C o . , I n c . , Manager 

By W i l l i a m D. P o l l a r d , Pres ident Francis H. Hudson, Trustee of 
Lindy's Living Trust 

Javelina Partners 

3 
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3-1 
35 
36 
37 
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39 
40 
41 
42 
43 

Edward R. Hudson Trusts 1, 2, 3 
45 

46 

47 

48 

Delmar Hudson Lewis 

Zorro Partners, Ltd. 

By:E. Randall Hudson I I I 
Managing Partner 

By: MilliardA". Hudson I I , General 
Partner 

19 Edward R. Hudson Jr. , Trustee 
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William A. Hudson I I , Trustee 
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EXHIBIT ' c " 

Attached u> ami made a pan <>i* .. that .certain Join :„Q4ifiiatijris^Agr^emeJit.. dated...*\<?>C!?-. ' f( lrY,ci 

by and between The Wiser O i l Company and .A. and l i .R . Hudson i nc . 

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

1. <;K.\KRAI. PROVISION'S 

1. Definitions 

"Joint Property" shall mean the real and personal property subject to the agreement to which this Accounting ProceWutv 
is attached. 
"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and maim.-
nance of the Joint Property. 
"Joint Account" shall mean the account showing the charges paid and credits received in the conduct of the Joint Opera
tions and which are to be shared by the Parties. 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the Parties to this agreement other than the Operator. 
"Parties" shall mean Operator and Non-Operators. 
"First Level Supervisors" shall mean those employees whose primar; function in Joint Operations is the direct supervision 
of other employees and/or contract labor directly employed on the -ioint Property in a field operating capacity. 
"Technical Employees" shall mean those employees having special and specific engineering, geological or other profes
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and problems 
for the benefit of the Joint Property. 
"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" shall mean Material which at the time is so Hassified in the Material Classification Manual as 
most recently recommended by the Council of Petroleum Accountants Societies. 

Statement and Billings 

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

• i . 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. 

R. Each Non-Operator shall pay its proportion of all bills within fifteen f l always after receipt. If payment is not made 
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at NationsBank. 

Da l l a s 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. 

(.'()PYRT'';HT- 198O by the Council of Petroleum Accout.tants Societies. 



Audits 

A. A N :-Operator, ujxm notice in writing to 1 "per. -r .v..: a:i >>th.-r Non-' >|ierati'rs, .-hall haw tht- right u t aunr >•:.•• 
lor'- accounts and records relating '.lie -loin: \ •• ; for any calendar within thi/ tweni> -'.>.ur ' - ' I . •• • 
period following the end of such calendut v.-ar: wed. however, the making of ar. audit shall not extend : i v ' 
for the taking of written exci ption t<> and the ad.i;i»une>H> ••(' account.- a.- provide! for m Paragraph 4 of this >.--
I . Where there are two or more \on.-< hn'l'aioc-. the N nn a »}vrat«r> shaii make every reasonable et fort t.n enn. : . • 
joint audit in a manner which -.vill result in a minimum >>:* inconvenience to the < )per;itor. Operator shail bear •:• : 
lion of the Non-Operators' audi"; co-1, :».t-sir:vd -nider this paragraph ;jnle.»s agreed to by the f >pera'.or. T ' v .•• .•: ' 
-hall not be conducted more than ..net- i-a>-h r witho'it prior approval of Operator, except upon the rer-.gnat •• 
removal of the Operator, and .-ha!! made at the • •xp.-is-c uf 1(10-0 N'on-< 'perators approving such audit. 

B. The Operator shall reply in wri t ing to an audit report within I sit day- after receipt of such repot-;. 

tf. Approval By Non-Operators 

Where an approval or other agreement of the Parties or Non-< Iperators is expressly required und '•' other section- ,,•/ -
Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains no contrary provisiot;-
in regard thereto. Operator shall notify all Non-Operators of the Operator's proposal, and the agreement or approval •-;' 
a majority in interest of the Non-Operators shall be controlling on all Non-Operators. 

I I . D I R E C T CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Ecological and Environmental 

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

2. Rentals and Royalties 

Lease rentals and royalties paid by Operator for the Joint Operations. 

3. Labor 

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

(2) Salaries of First I^evel Supervisors in the field. 

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

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

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to employees 
whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section I I . Such costs 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 I I . If percentage assessment 
is used, the rate shall be based on the Operator's cost experience. 

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

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

4. Employee Benefits 

Operator's current costs of established plans for employees' group life insurance, hospitalization, pension, retirement, stock 
purchase, thr i f t , bonus, and other benefit plans of a like nature, applicable to Operator's labor cost chargeable to the Joint 
Account under Paragraphs 3A and 3B of this Section I I shall be Operator's actual cost not to exceed the percent most recent
ly recommended by the Council of Petroleum Accountants Societies. 

5. Material 

Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only such Material 
shall be purchased for or transferred to the Joint Property as may be required for immediate use and is reasonably practical 
and consistent with efficient and economical operations. The accumulation of surplus stocks shall be avoided. 

tf. Transportat ion 

Transportation of employees and Material necessary for the Joint Operations but subject to the following limitation-: 

A. If Material is moved to the Joint Property from the Operator's warehouse or other properties, no charge shall tie ma.w 
to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like mate-ia, 
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Partie-. 



i-i. If .sirpitir. Material ; r ! i • >\ >.-t: !.> • (pernior- * : i ! - i , i t" ec -a- - !id' -inrairr ;" em. "" .-Marge -na; :»• -r.a.ie m : :w • 
count for a distance greater than the distance te ;i-<- nearest reliable >uppi\ store where tike materia. .- •: . 
available, or railway receiv ing point nearest the -Joint I'-operty unless agreed t<> by the Parties. No charge •..•„•, 
made ;-• 'he -Joint Account for moving Material u, ah--- properties belonging t<> Operator, unless agreed : . 
Parties 

<'. In the application of subparagraphs A ami 1' abov... ; he option to equalize er charge acitiai trucking cost ;~ :e. a . -. 
when the actual charge is $4011 or less excluding ac-es-soria! charges. The $400 wil l be adjusted u> the amww 
recently recommended by the Council ef IVtrni.-um Accountants Societa--. 

7. Services 

The cost of contract services, equipment and utilities provided by outside sources, except serv ices excluded by I'aragra. 
10 of Section I I and Paragraph i . i i . and i i i . of Section I I I . The cost of professional consultant services and contract 
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overheat! rat. -
The cost of professional consultant services or contract services of technical personnel not directly engage- »n the .Im---
Property shall not be charged to the Joint Account unless previously agreed to by the Parties. 

8. Equipment and Facilities Furnished By Operator 

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensura---
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense. 
insurance, taxes, depreciation, and interest on gross investment less accumulated depreciation not to exceed .— _ 

e i g h t percent ( 8 %) per annum. Such rates shall not exceed average commercial rates currently pre
vailing in the immediate area of the Joi.it Property. 

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

9. Damages and Losses to Joint Property 

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

10. Legal Expense 

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

11. Taxes 

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

12. Insurance 

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

13. Abandonment and Reclamation 

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

14. Communications 

Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio am 
microwave facilities directly serving the Joint Property. In the event communication facilities/systems serving the Join 
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section 11 

15. Other Expenditures 

Any other expenditure not covered or dealt -vith in the foregoing provisions of this Section I I . or in Section 111 and w':•.;.• 
is of direct benefit to the Joint Property and is incurred by the Operator in the necessarv and proper conduct of the .'.>:• 
(iperations. 
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H I . O V E R H E A D 

1. Overhead - Dri l l ing-and Producing Operations 

i. As compensation for administrative. >uper\ ssion. office M T . ;ces and warehousing cost.-. (Iperator shall charge dr:'. !-
and producing operations on either: 

i X) Fixed Rate Basis. Paragraph I A. or 
i i Percentage Basis. Paragraph Hi 

Unless otherwise agreed to hy the Parties, such charge shail he in lieu of costs and expenses of all offices and saia"-.--
or wages plus applicable burdens anu expenses of ;dl personnel, except those directly chargeable under Paragntp-
MA. Section I I . The cost and expense of services from outside sources in connection with matters of taxation, tra;':':--. 
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rat — 
provided for in the above selected Paragraph of this Section I I I unless such cost and expense are agreed to by 'iv-
Parties as a direct charge to the Joint Account. 

i i . The salaries, wages and Personal Expenses of Technical Employees and or the cost of professional consultant - c i ;<-.-
and contract services of technical personnel directly employed on the Joint Property: 

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

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

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

A. Overhead - Fixed Rate Basis 

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

Dr i l l ing Well Rate $ 4 , 5 0 0 . 0 0 

(Prorated for less than a fu l l month) 

Producing Well Rate $ 4 5 0 . 0 0 

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

(a) Dr i l l ing Well Rate 
(1) Charges for dri l l ing wells shall begin on the date the well is spudded and terminate on the date the dr i l l 

ing rig. completion rig, or other units used in completion of the well is released, whichever is later, except 
that no charge shall be made during suspension of d r i l l ing or completion operations for fifteen ( l o l or 
more consecutive calendar days. 

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

(b) Producing Well Rates 

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

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

(M) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall 
be considered as a one-well charge providing the gas well is directly connected to 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 charge shall be made whether or not the well has produced except when 
dr i l l ing well rate applies. 

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

(M) The well rates shall be adjusted as of the first day of Apri l each year following the effective date of the agreement 
to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the rate cur
rently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum and (las 
Production Workers for the last calendar year compared to the calendar year preceding as shown by the index 
of average weekly earnings of Crude Petroleum and Gas Production Workers as published by the United States 
Department of Labor. Bureau of Labor Statistics, or the equivalent Canadian index as published by Statistics 
Canada, as applicable. The adjusted rates shall be the rates currently in use. plus or minus the computed ad 
justment. 

-H:—(Keihead - Pel centage Basis-

+-H—ttpci'atoi' 'hull chui'ge tin Joint Aec-oum m the following mite.c-

i-
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Poeeom • i nf (he 

I and ai 
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under Paragraph In of Seethe 

i in Operating 

Percent ' i of 

Paragraphs 2 and In nf Section 11. ai 
recovery and all taxes and a.<>«»me 
to the Joint Property. 
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ipertv^t-rTclusive ol cost- prov;.).. 
• instances purchased tor -< 

aid upon the niineral tntere-

'.) Application of Overhead Percentage Masi-
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For the purpose of determining chsy^son a percentage basis under Paragraph l l ! of this .Section 111. dewioptr, 
shall include all costs in eonj>etfSori with drill ing, redrilling. deepening, or any remedial operations <>i any or 
wells involving the usj><*farilling r ig and crew capable of dr i l l ing to the producing interval <>n the Joint i ' 1 ' 
erty; also, prelimiiwffy expenditures necessarv in preparation for drilling and expenditures incurred in abandon 
when the>eh*1s not completed as a producer, and original cost of construction or installation of fixed asset.-. 

of fixed assets and any other project clearly discernible as a fixed asset, except Major Construciio> 
toTinod in Paragraph 3 of th in Section III , All other coiiUt r.hall bo cont.idorod am operating— 

Overhead - Major Construction 

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

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

B. 3 % of costs in excess of $100,000 but less than $1,000,000. plus 

C. 2 % of costs in excess of $1,000,000. 

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

3. Catastrophe Overhead 

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

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

B. 3 % of total costs in excess of $100,000 but less than $1,000,000; plus 

C 2 % 0 f total costs in excess of $1,000,000. 

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

4. Amendment of Rates 

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

IV. P R I C I N G O F J O I N T A C C O U N T M A T E R I A L P U R C H A S E S , T R A N S F E R S AND D I S P O S I T I O N S 

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material move 
ments affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; however, at Operator s 
option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition of idle and/or surplu 
Material, such disposal being made either through sale to Operator or Non-Operator, division in kind, or sale to outsiders 
Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition A or I 
Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties. 

1. Purchases 

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

2. Transfers and Dispositions 

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Operate 
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts: 



A. New Material it'onditinn Ai 

( l l Tubular Goods Other than Line Pipe 

• a) Tubular goods, sized 2 :. inches OD and larger. exc pt line pipe, shall be priced at Eastern nu'H published 
carload base prices effective as of date of movement plus transportation cost using the 80.000 pound carload 
weight basis to the railway receiv ing point nearest the Joint Property for which published rail rates lor 
tubular goods exist. If the 80.000 pound rail rate is not offered, the 70.000 pound or 90.000 pound rail rate 
may be used. Freight charges for tubing will be calculated from I/irain. Ohio and casing from Ynungstow. 
Ohio. 

lb) For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus Iran-
portation cost from that mill to the railway receiving point nearest the Joint Property as provided above e 
Paragraph 2.A.(lXa). For transportation cost from jwints other than Eastern mills, the 30.000 pound Oil FieM 
Haulers Association int rstate truck rate shall be used. 

ic) Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.o.b. Houston. 
Texas, plus transportation cost, using Oil Field Haulers Association interstate 30.000 pound fuck rate, 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.o.b. 
the supplier plus transportation costs, using the Oil Field Haulers Association interstate truck rate per weight 
of tubing transferred, to the railway receiving point nearest the Joint Property. 

(2) Line Pipe 

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

(c) Line pipe 24 inch OD and over and >4 inch wall and larger shall be priced f.o.b. the point of manufacture 
at current new published prices plus transportation cost to the railway receiving point nearest the Joint 
Property. 

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

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

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

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

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

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

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

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

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

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

C. Other Used Material 

(I) Condition C 

Material which is not in sound and serviceable condition and not suitable for its original function until after recon 
ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost <> 
reconditioning shall be charged to the receiving property, provided Condition C value plus cost of reconditioning 
does not exceed Condition B value. 



.._ m 

(2) ('ondiuon 11 

M: .-rial, excluding junk, no longer suitable ''• • its original purpose, but usable for some other purpose .-ha; • 
priced on a basis commensurate with its use. operator may dispose of Condition I.) Material under proeo.jab
normally used by Operator without prior approval \oii-Operators. 

(al Casing, tubing, or dr i l l pipe used as line pipe shail be priced as tirade A anil H seamless line pipe ot 
parabie size and weight. Used casing, tubing or dr i l l pipe utilized as line pipe shall be priced at used - • 
pipe prices. 

ib l Casing, tubing or dr i l l pipe used as higher pressure serv ice lines than standard line pipe. e.g. power on 
shall be priced under normal [.tricing procedures for casing, tubing, or dr i l l pipe. Upset tubular good-- -'aa 
be priced on a non upset basis. 

(3) Condition E 

Junk shall be priced at prevailing prices. Operator may dispose of Condition E Material under procedure- a,,-
mally utilized by Operator without prior approval of Non-Operators. 

D. Obsolete Material 

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

E. Pricing Conditions 

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

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

3. Premium Prices 

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

4. War ran ty of Mater ia l Furnished By Operator 

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

V. I N V E N T O R I E S 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories, Notice and Representation 

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

2. Reconciliation and Adjus tment of Inventories 

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

3. Special Inventories 

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

4. Expense of Conducting Inventories 

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

H. The expense o!' conducting special inventories shall he charged to the Parties requesting such inventories, oxcey-
ventone- required due to change of Operator -hall be charged to the Joint Accou: '. 



EXHIBIT "D" 

Attached hereto and made a part of that certain Joint Operating Agreement dated 
P g de (be (L I ?, 1999 by and between The Wiser Oil Company and 

i v Pt £ E . i€ H i-t OSc /v',1 .KJ£.. , e r At- . 

The Operator shall carry insurance for the benefit of the joint account covering 
Operator's operations upon the Unit Area subject to the Operating Agreement to which 
this Exhibit ; 'D" is attached as follows: 

(a) Workmen's compensation insurance: In compliance with the 
workmen's compensation laws of the State of New Mexico, 
including employer's liability. 

(b) Comprehensive general liability insurance, excluding products: A 
limit of $1,000,000.00 each occurrence for bodily injuries, 
$2,000,000.00 aggregate. Property damage liability limit being 
$1,000,000.00 each occurrence, $2,000,000.00 aggregate. 

(c) Automobile public liability and property damage insurance. 
Limits of bodily injury $1,000,000.00 each person; $1,000,000.00 
each occurrence; property damage $1,000,000.00 each occurrence. 

The Operator shall require its contracts and subcontractors working or performing 
services upon the Unit Area subject to the Operating Agreement to which this 
Exhibit"D" is attached to comply with the workmen's compensation laws of the State of 
New Mexico and to carry such other insurance in such amounts as the Operator shall 
deem necessary. 
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1 NOTE: Instructions tor esc ol Gas Balancing 

2 Agreement M l ST be reviewed before finalizing this 

T document. 

1 

5 

6 

7 EXHIBIT E" 
8 GAS BALANCING AGREEMENT ("AGREEMENT") 
9 ATTACHED TO A N D MADE PART OF THAT CERTAIN 

10 OPERATING AGREEMENT DATED ~DECEyv\ tbk^YZ- I f - , ' cl 9 1 
11 RV A N O RFTWFFN The W i s e r O i l Company 
12 AND W.A. & E.R. Hudson I n c . ("OPERATING AGREEMENT") 

13 RELATING TO THE AREA. 
14 Eddy COUNTY/KXKlStJv STATE OF New M s y i r n 
15 
16 1. D E F I N I T I O N S 
17 The following definitions shall apply to this Agreement: 

18 1.01 "Arm's Length Agreement" shall mean any gas sales agreement with an unaffiliated purchaser or any gas sales 

19 agreement with an affiliated purchaser where the sales price and delivery conditions under such agreement are 

20 representative of prices and delivery conditions existing under other similar agreements in the area between 

21 unaffiliated parties at the same rime for natural gas of comparable quality and quantity. 

22 1 02 "Balancing Area" shall mean (select one). 

23 03 each well subject to the Operating Agreement that produces Gas or is allocated a share of Gas production. If a 

24 single well is completed in two or more producing intervals, each producing interval from which the Gas 

25 production is not commingled in the wellbore shall be considered a separate well. 

26 CH all of the acreage and depths subject to the Operating Agreement. 

27 • 

28 

29 

30 

31 1.03 "Full Share of Current Production" shall mean the Percentage Interest of each Party in the Gas actually produced 

32 from the Balancing Area during each month. 

33 1.04 "Gas" shall mean all hydrocarbons produced or producible from the Balancing Area, whether from a well classified 

34 as an oil well or gas well by the regulatory agency having jurisdiction in such matters, which are or may be made 

35 available for sale or separate disposition by the Parties, excluding oil, condensate and other liquids recovered by 

36 field equipment operated for the joint account. "Gas" does not inciude gas used in joint operations, such as for fuel. 

37 recycling or reinjection, or which is vented or lost prior to its sale or delivery from the Balancing Area. 

38 1.05 "Makeup Gas" shall mean any Gas taken by an Underproduced Party from the Balancing Area in excess of its Full 

39 Share of Current Production, whether pursuant to Section 3.3 or Section 4.1 hereof. 

40 1.06 "Mcf" shall mean one thousand cubic feet. A cubic foot of Gas shall mean the volume of gas contained in one cubic 

41 foot of space at a standard pressure base and at a standard temperature base. 

42 1.07 "MMBtu" shall mean one million British Thermal Units. A British Thermal Unit shall mean the quantity of heat 

43 required to raise one pound avoirdupois of pure water from 58.5 degrees Fahrenheit to 59.5 degrees Fahrenheit at a 

44 constant pressure of 14.73 pounds per square inch absolute. 

45 1.08 "Operator" shall mean the individual or entity designated under the terms of the Operating Agreement or, in the 

46 event this Agreement is not employed in connection with an operating agreement, the individual or entitv 

47 designated as the operator of the well(s) located in the Balancing Area. 

48 1.09 "Overproduced Party" shall mean any Party having taken a greater quantity of Gas from the Balancing Area than 

49 the Percentage Interest of such Party in the cumulative quantity of all Gas produced from the Balancing Area. 

50 1.10 "Overproduction" shall mean the cumulative quantity of Gas taken by a Party in excess of its Percentage Interest in 

51 the cumulative quantity of ail Gas produced from the Balancing Area. 

52 1.11 "Party" shall mean those individuals or entities subject to this Agreement, and their respective heirs, successors. 

53 transferees and assigns. 

54 1.1.2 "Percentage Interest" shall mean the percentage or decimal interest of each Party in the Gas produced from the 

55 Balancing Area pursuant to the Operating Agreement covering the Balancing Area. 

56 1.13 "Royalty" shall mean payments on production of Gas from the Balancing Area to all owners of royalties, overriding 

57 royalties, production payments or similar interests. 

58 1.14 "Underproduced Party" shall mean any Party having taken a lesser quantity of Gas f rom the Balancing Area than 

59 the Percentage Interest of such Party in the cumulative quantity of all Gas produced f rom the Balancing Area. 

60 1.15 "Underproduction" shall mean the deficiency between the cumulative quantity of Gas taken by a Party and its 

61 Percentage Interest in the cumulative quantity of all Gas produced from the Balancing Area. '^f" 

62 1.16 IZl (Optional) "Winter Period" shall mean the month(s) of afe. in one 

63 calendar year and the monthts) of . . i n the succeeding calendar year. 

64 2. B A L A N C I N G A R E A r : : , , 

65 2.1 lf this Agreement covers more than one Balancing Area, it shall be applied as if each Balancing Area werjj?'. covered 

66 by separate but identical agreements. Al l balancing hereunder shall be on the basis of Gas taken from the Balancing Area 

67 measured in (Alternative 1) lEXMcfs or (Alternative 2) Q MMBtus. -4 

68 2.2 In the event that all or part ot the Gas deliverable from a Balancing Area is or becomes subject to one Or more 

69 
70 

maximum lawful prices, any Gas not subject to price controls shall be considered as produced from a single'Balancing Area 

and Oas subject to each maximum lawful price category shall be considered produced from a separate Balancing Arei . 

1 3. R I G H T O F P A R T I E S T O T A K E G A S 

2 3.1 Each Partv desiring to take Gas will notifv the Operator, or cause the. ODerator to be- n o t i f i e d y ® 4 j ^ ^ M i m e s 

. , , ', , ,. -2iLother iaentirying^lfe«CTfOT 
i nominated, the name ot the transporting pipeline and the pipeline contract llUlilbtit.! if available) and meter station relating 

i to such delivery, sufficiently in advance for the Operator, acting with reasonable diligence, to meet all nomination and other 
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irj__axcordance wi th each Party's in teres t in the wel l pro: : 

1 requirements. Operator is authorized to deliver the volumes S(X~nt)iiiirnrt**l-and confirmed ut confirmation is required; to the 

2 transporting pipeline in accordance with the terms of this A « t e e , n e m . o m ^ O W | V g r ^ o J h e e W | l l £ g e

C | P p i £ c a 8 l e d ? a r t ^ r 

3 3.2 Each Party shall make a reasonable, good faith effort to take its Full Share of Current Production each month, to the p a i - ( -

4 extent that such production is required to maintain leases in effect, to protect the producing capacity of a well or reservoir, to 

5 preserve correlative rights, or to maintain oil production. 

6 3.3 When a Party fails for any reason to take its Full Share >t Current Production (as such Share may be reduced by the 

7 right of the other Parties to make up for Underproduction as provided herein), the other Parties shall be entitled to take any 

8 Gas which such Party fails to take. To the extent practicable, such Gas shall be made available initially to each Underproduced 

9 Party in the proportion that its Percentage Interest in the Balancing Area bears to the total Percentage Interests of all 

10 Underproduced Parties desiring to take such Gas. If all such Gas is nor taken by the Underproduced Parties, the portion not 

11 taken shall then be made available to the other Parties in the proportion that their respective Percentage Interests in the 

12 Balancing Area bear to the total Percentage Interests of such Parties. 

13 3.4 Al l Gas taken by a Party in accordance with the provisions of this Agreement, regardless of whether such Party is 

14 underproduced or overproduced, shall be regarded as Gas taken for its own account with title thereto being in such taking 

15 Party. 

16 3-5 Notwithstanding the provisions of Section 3.3 hereof, no Overproduced Party shall be entitled in any month to take any 

17 Gas in excess of three^l^undred^ercent^tSpO?^ of ^ l ^ ^ ^ i ^ S ^ l f e ^ e 0 ^ 0 ^ e ^ a ' a n c ' n S Area's then-curren' Maximum 

18 Monthly Availability/provu^d', however, that this^limitation shall not apply to the extent that it would preclude production 

19 that is required to maintain leases in effect, to protect the producing capacity of a well or reservoir, to preserve correlative 

20 rights, or to maintain oil production. "Maximum Monthly Availability" shall mean the maximum average monthly rate of 

21 production at which Gas can be delivered from the Balancing Area, as determined by the Operator, considering the maximum 

22 efficient well rate for each well within the Balancing Area, the maximum allowable(s) set by the appropriate regulatory agency. 

23 mode of operation, production facility capabilities and pipeline pressures. 

24 3.6 In the event that a Party fails to make arrangements to take its Full Share of Current Production required to be 

25 produced to maintain leases in effect, to protect the p r c ^ c i M caMdr^^pf a well or reservoir, to preserve correlative rights, or 

26 to maintain oil production, the Operator may sell'any part o f such Party s Full Share of Current Production that such Party fails 

27 to take for the account of such Party and render to such Party, on a current basis, the full proceeds of the sale, less any 

28 reasonable marketing, compression, treating, gathering or transportation costs incurred directly in connection with the sale of 

29 such Full Share of Current Production. In making the sale contemplated herein, the Operator shall be obligated only to obtain 

30 such price and conditions for the sale as are reasonable under the circumstances and shall not be obligated to share any of its 

31 markets. Any such sale by Operator under the terms hereof shall be only for such reasonable periods of time as are consistent 

32 with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess of one 

33 year. Notwithstanding the provisions of Article 3.4 hereof, Gas sold by Operator for a Party under the provisions hereof shall 

34 be deemed to be Gas taken for the account of such Party. 

35 4. I N - K I N D B A L A N C I N G 

36 
reasonable notice _ n 

4.1 Effective the first day of anŷ  calender nxioth following at least t h i r t y (^JU ) days' prior 

37 written notice to the Operator, any U^eVprbcluced l^artyPmay3 ibegin taking, in addition to its Full Share of Current 

38 Production and any Makeup Gas taken pursuant to Section 3 3 of this Agreement, a share of current production determined 

39 by multiplying t h i r t y — f i v e percent ( 35 % ) of the Full Shares of Current Production of all Overproduced Parties by 

40 a fraction, the numerator of which is the Percentage Interest of such Underproduced Party and the denominator of which 

41 is the total of the Percentage Interests of all Underproduced Parties desiring to take Makeup Gas. In no event will an 

42 Overproduced Party be required to provide more than t h i r t y — f i v e percent ( 35 cyc~) G f l t s p u n Share of Current 

43 Production for Makeup Gas. The Operator will promptly notify all Overproduced Parties of the election of an Underproduced 

44 Party to begin taking Makeup Gas. 

45 -^i 7> I t (Optinnnl Srnmnnl IiimirnMon nn Malimip Option 1) Mntwithnrnndinn thp provhinnn of Snrtion <hm 

46 average monthly amount of Makeup Gas taken by an Underproduced Party during the Winter Period_puUiuuut tu TTection 4.1 

47 shall not exceed the average monthly amount of Makeup Gas I il i n h | mi li I hn Ii I pi i nlin i il Party during .ne 

48 . ( ) months iiiiin li in \\ pii'i11llh i In "Hiin i Period. 

49 4.2 LZl (Optional - g~--~—•' i : m j r r i n n IIH M il I I up - Option 2) Notwithstanding the provisions of Section 4.1, no 

50 OvprprnHncpd PjfH)i mill III' i i | 1 to provide more than percent ( 9c) of its Full Share 

51 wfr^g^ctitPreduetieiH for Makeup Gaa during the Winter Period. 

52 4.3 IX) (Optional) Notwithstanding any other provision of this Agreement, at such time and for so long as Operator, or 

53 (insofar as concerns production by the Operator) any Underproduced Party, determines in good faith that an Overproduced 

54 Party has produced all of its share of the ultimately recoverable reserves in the Balancing Area, such Overproduced Party may 

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

56 o n e h u n d r e d percent ( % ) of such Overproduced Party's Full Share of Current Production. 

57 5. S T A T E M E N T OF GAS BALANCES 

58 5.1 The Operator wil l maintain appropriate accounting on a monthly and cumulative basis of the volumes of Gas that each 

59 Party is entitled to receive and the volumes of Gas actually taken or sold for each Party's account. Within M2t$£ub - i&Q flays 

60 after the month of production, the Operator wil l furnish a statement for such month showing (1) each Party's Full Share of 

61 Current Production, (2) the total volume of Gas actually taken or sold for each Party's account, (3) the difference ^ t w e e n 

62 the volume taken by each Party and that Party's Full Share of Current Production, (4) the Overproduction or 

63 Underproduction of each Party, and (5) other data as recommended by the provisions of the Council of P^toleum 

64 Accountants Societies Bulletin No. 24, as amended or supplemented hereafter. Each Party taking Gas wil l promptly proyjde to 

65 the Operator any data required by the Operator for preparation of the statements required hereunder. f 

66 5.2 If any Party fails to provide the data required herein for four (4) consecutive production months, the Opacfltor, or 

67 where the Operator has failed to provide data, another Party, may audit the production and Gas sales and transportation 

68 volumes of the non-reporting Party to provide the required data. Such audit shall be conducted only after reasonable notice and 

69 during normal business hours in the office of the Party whose records are being audited. Al l costs associated with such audit 

70 will be charged to the account of the Party failing to provide the required data. 

71 6. P A Y M E N T S O N P R O D U C T I O N 

72 6.1 Each Party taking Gas shall pay or cause to be paid all production and severance taxes due on all vpd(t«B©^3|,Gas 
7 i actually taken by such Party. 
7-» 6.2 • I Alternative 1 Enrirlnmnnrr.) Fin Ii Purrv .-.hull puu or m i m n p,,d ,11 p„ . A,,*. - 0 f ; p m p.^,.,ir... 
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1 owners rn whom it in accountable mi if .Rich Party were tukinj* ic•» Full Share of Current Production, and only itn Full ' "..in m 

- (Surrcnt Production 

3 6.2.1 • (Optional - Fui use uuly with Section 6.2 Alternative 1 Entitlement > L'pon written request oiaPdcj} 

4 taking less than its Full Share of Currenr Production in a given month ("Current Underproducer"), arry_Parj}i lolong more than 

5 its Full .are of Current Production in such month ."( .rren* Overproducer") will__eajtJa-sOtri Current Underproducer an 

6 amount each month equal to the Royalty percentage of the p •< xe<h_j£L»m!&^f7hc Current Overproducer for that portion ot 

7 the Current Underproducer's Full Share of Cun^rjt__E*edtrcTTon taken by the Current Overproducer; provided, however, tha! 

8 such payment will not exceedth^JEUiyalty-percentage that is common to all Royalty burdens in the Balancing Area. Payments 

9 made pursuan£j^-*htS~Semori 6.2.1 will be deemed payments to the Underproduced Party's Royalty owners for purposes ut 

11 6.2 0 (Alternative 2 - Sales) Each Party shall pay or cause to be paid Royalty due with respect to Royalty owners ro 

12 whom it is accountable based on the volume of Gas actually taken for its account. 

13 6.3 In the event that any governmental authority requires that Royalty payments be made on any other basis than that 

11 provided for in this Section 6, each Party agrees to make such Royalty payments accordingly, commencing on the effective date 

15 required by such governmental authority, and the method provided for herein shall be thereby superseded. 

16 7. CASH SETTLEMENTS 

17 7.1 Upon the earlier of the plugging and abandonment of the last producing interval in the Balancing Area, the termination 

18 of the Operating Agreement or any pooling or unit agreement covering the Balancing Area, or at any time no Gas is taken 

19 from the Balancing Area for a period of twelve (12) consecutive months, any Party may give written notice calling for cash 

20 settlement of the Gas production imbalances among the Parties. Such notice shall be given to all Parties in the Balancing Area. 

21 7.2 Within sixty (60) days after the notice calling for cash settlement under Section 7 1, the Operator will distribute to each 

22 Party a Final Gas Settlement Statement detailing the quantity of Overproduction owed by each Overproduced Party to each 

23 Underproduced Party and identifying the month ,to which such Overproduction is attributed, pursuant to the 

24 methodology set out in Section 7.4. 

25 —7.3 • (Alternative 1 Direct Party to Party Settlement) Within putty (60) dqyo after receipt of tho Final C ~ c — | f l 

26 Statement, each Overproduced Party will pay to each Underproduced Pnrry rnt i l l i 1 I i nri| the appropriate cash 

27 settlement, accompanied by apprnr"'?u " m" l l ' " A r r h o time of payment, the Overproduced Party will notify the 

28 &ptaZSf5e ot tho luao imbalance oottlod by tho Overproduced Party'c payment.. 

29 7.3 0 (Alternative 2 - Settlement Through Operator) Within sixty (60) days after receipt of the Final Gas Settlement 

30 Statement, each Overproduced Party will send its cash settlement, accompanied by appropriate accounting detail, to the 

31 Operator. The Operator wil l distribute the monies so received, along with any settlement owed by the Operator as an 

32 Overproduced Party, to each Underproduced Party to whom settlement is due within ninety (90) days after issuance of the 

33 Final Gas Settlement Statement. In the event that any Overproduced Party fails to pay any settlement due hereunder, the 

34 Operator may turn over responsibility for the collection of such settlement to the Party to whom it is owed, and the Operator 

35 will have no further responsibility with regard to such settlement. 

36 7.3.1 E (Optional - For use only wi th Section 7.3, Alternative 2 - Settlement Through Operator) Any Party shall have 

37 the right at any time upon thirty t30) days' prior written notice to all other Parties to demand that any settlements due such 

38 Party for Overproduction be paid directly to such Party by the Overproduced Party, rather than being paid through the 

39 Operator. In the event that an Overproduced Party pays the Operator any sums due to an Underproduced Party at any time 

40 after thirty (30) days following the receipt of the notice provided for herein, the Overproduced Parry will continue to be liable 

41 to such Underproduced Party for any sums so paid, until payment is actually received by the Underproduced Party. 

42 7.4 Li t (Alternative I - Historical Sales Basis) The amount of the cash settlement will be based on the proceeds 

43 received by the Overproduced Party under an Arm's Length Agreement for the Gas taken from time to time by the 

44 Overproduced Party in excess of the Overproduced Party's Full Share of Current Production. Any Makeup Gas taken by the 

45 Underproduced Party prior to monetary settlement hereunder will be applied to offset Overproduction chronologically in the 

46 order of accrual. 

47 7.4 D (Alternative 2 - Meist Recent Sales Baaia) The amount of tbe eaah pcttlcmont wi l l be bnoed on the proamia 

48 received by the Overproduced Party under an Arms Length Agreement for the volume of Gag rh^r cuuu null .1 I K . i production 

49 by the Overproduced Party from the Balancing Area. For the purpose of impli Ih inin^ iIn cash settlement provision of the 

50 Section 7, an Overproduced Party vil l nnr he. rnniiiili n i l lo h i i produced any of an Underproduced Party's share of Gas until 

51 the Ovprprndnrprl pa11y h>i • pli n Im i 11 11111II1111 i ' i I) ail of its Percentage Interest share of the Gas ultimately produced from the 

52 4fcf*85??Sg^S>etf-

53 7.5 The values used for calculating the cash settlement under Section 7.4 wil l include all proceeds received for the sale of the 

54 Gas by the Overproduced Party calculated at the Balancing P rea, after deducting any production or severance taxes paid and any 

55 Royalty actually paid by the Overproduced Party to an Underproduced Party's Royalty owner(s), to the extent said payments 

56 amounted to a discharge of said Underproduced Party's Royalty obligation, as well as any reasonable marketing, compression. 

57 treating, gathering or transportation costs incurred directly in connection with the sale of the Overproduction. 

58 7.5.1 L i t (Optional - For Valuation Under Percentage of Proceeds Contracts) For Overproduction sold under a gas 

59 purchase contract providing for payment based on a percentage of the proceeds obtained by the purchaser upon resale of 

60 residue gas and liquid hydrocarbons extracted at a gas processing plant, the values used for calculating cash settlement wil l 

61 include proceeds received by the Overproduced Party for both the liquid hydrocarbons and the residue gas attributable to the 

62 Overproduction. ^ ; 

63 ' 7 S'? f~l (Opium*! " Vjlliuliiill fill Pnmwi4 Cm« - Opl'iniT \ \ . f> m i |... .Inn .-.MI p.»-,. .4 tr,. >U> n.^.r.i^. mmtmaimm. 

64 Overproduced Party at a gas processing plant for the extraction of liquid KyHr"—lrhnpi thti full iirifTity nt rh" r >-°rpj trirli"''-i"n 

65 wil l be valued for purposes of cash settlement at the, pi i I I MM i l l Q I I I [ 1 1 Party for the sale of the rt&due gas 

66 attributable to the Ovrrpi In l i ' l l —irhnir regard to proceeds attributable to liquid hydrocarbons which may l?aw been 

67 - ^ f f f a e t e j trorn the Overproduction. _|. 

68 7.5.2 L i t (Optional - Valuation for Processed Gas - Option 2) For Overproduction processed for the aeeonStlof the 

69 Overproduced Party at a gas processing plant for the extraction of liquid hydrocarbons, the values used for Calcukttitig cash 

70 settlement will include the proceeds received by the Overproduced Party for the sale of the liquid hydrcK:arbons!eXtractied from 

71 the Overproduction, less the actual reasonable costs incurred by the Overproduced Party to process the OverprSducSon and to 

72 transport, fractionate and handle the liquid hydrocarbons extracted therefrom prior to sale. '•* '-•iiS'^S' 
7 3 7.6 To the extent the Overproduced Party did not sell all Overproduction under an Arm's Length Agreement, the cash 

74 settlement will be based on the weighted average price received by the Overproduced Party for any gas sold from the 
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1 Balancing Area under Arm's Length Agreements during the months ;>> which such Overproduction is attributed. In the even; 

2 that no sales under Arm's Length Agreements were made during any such month, the cash settlement tor such month will be 

5 based on the spot sales prices published for the applicable geographic area during such month in a mutually acceptable pricing 

•i bulletin. 

5 7.7 Interest compounded at the rate of percent t ) per annum or the maximum lawful 

6 rate of interest applicable to the Balancing Area, whichever is le will accrue for all amounts due under Section 7.1. beginning 

7 the first day following the date payment is due pursuant to Section 7.3. Such interest shall be borne by the Operator or any 

8 Overproduced Party in the proportion that their respective delavs bevond the deadlines set out in Sections 7.2 and 7.5 

9 contributed to the accrual of the .merest. T h e Operator s h a l l a lso be r e q u i r e d to pay such i n t e r e s t 
10 7.8 In lieu of the cash settlement reqj.fed^ k M r n ^ ^ M r f i b W c W f ^ m & W e r t y ? ^ R & t f ^ C & f l r % 

11 an offer to settle its Overproduction in-kind and at such rates, quantities, times and sources as may be agreed upon by the 

12 Underproduced Party. If the Parties are unable to agree upon the manner in which such in-kind settlement gas will be 

13 furnished within sixty (60) days after the Overproduced Party's offer to settle in kind, which period may be extended by 

14 agreement of said Parties, the Overproduced Party shall make a cash settlement as provided in Seccion 7.3. The making of an 

15 in-kind settlement offer under this Section 7.8 will not delay the accrual of interest on the cash settlement should the Parties 

16 fail to reach agreement on an in-kind settlement. 

17 7.9 0 (Optional - For Balancing Areas Subject to Federal Price Regulation) That portion of any mon _s co .ected by an 

18 Overproduced Party for Overproduction which is subject to refund by orders of the Federal Energy Regulatory Commission or 

19 other governmental authority may be withheld by the Overproduced Party until such prices are fully approved by such 

20 governmental authority, unless the Underproduced Party furnishes a corporate undertaking, acceptable to the Overproduced 

21 Party, agreeing to hold the Overproduced Party harmless from financial loss due to refund orders by such governmental 

22 authority. 

23 7.10 D (Optiunal " I U U M I I I I CJUH Balancing) At any time during the term of thio Agreement) any Overproduta^Pgfl^i 

24 may, in its sole discretion, make cash settlement(s) with the Underproduced Parties covering all or gajU-ol i i i UtTtstand/ng Gas 

25 imbalance, provided that such settlements must be made with all TTrvWprnHnriv^ Pmi i i piTipnrrionaiv'ly based on the "relative 

26 imbalances of the Underproduced Parties, and providedfujihei-<iTar^u^rrsettlements may not be made more often than once 

27 every twenty-four (24) nn nil li i *]Mi_h_ .mill LTTTTI i i i i i l l be calculated in the same manner provided above for final cash 

28 i 11li nn in Thi_J4iiiiipii irnu i il C n i) wil l provide Operator a detailed accounting of any such cash settlement within thirty (30) 

29 ^aySSftbr tho settlement ic made. 

30 8. T E S T I N G 

31 Notwithstanding any provision of this Agreement to the contrary, any Party shall have the right, from time to time, to 

32 produce and take up to one hundred percent (100%) of a well's entire Gas stream to meet the reasonable deliverability test(s) 

33 required by such Party's Gas purchaser, and the right to take any Makeup Gas shall be subordinate to the right of any Party to 

34 conduct such tests; provided, however, that such tests shall be conducted in accordance with prudent operating practices only 

35 after t h i r t y ( 30 i days' prior written notice to the Operator and shall last no longer than 

36 seven (__Z_) hours, days i n c l u d i n g p r i o r s h u t - i n t i m e . 
37 9. O P E R A T I N G COSTS 

38 Nothing in this Agreement shall change or affect any Party's obligation to pay its proportionate share of all costs and 

39 liabilities incurred in operations on or in connection with the Balancing Area, as its share thereof is set forth in the Operating 

40 Agreement, irrespective of whether any Party is at any time selling and using Gas or whether such sales or use are in 

41 proportion to its Percentage Interest in the Balancing Area. 

42 10. LIQUIDS 

43 The Parties shall share proportionately in and own all liquid hydrocarbons recovered with Gas by field equipment operated 

44 for the joint account in accordance with their Percentage Interests in the Balancing Area. 

45 11. A U D I T RIGHTS 

46 Notwithstanding any provision in this Agreement or any other ag'eement between the Parties hereto, and further 

47 notwithstanding any termination or cancellation of this Agreement, for a period of two (2) years from the end of the calendar 

48 year in which any information to be furnished under Section 5 or 7 hereof is supplied, any Party shall have the right to audit 

49 the records of any other Party regarding quantity, including but not limited to information regarding Btu-content. 

50 Any Underproduced Party shall have the right for a period of two (2) years from the end of the calendar year in which any 

51 cash settlement is received pursuant to Section 7 to audit the records of any Overproduced Party as to all matters concerning 

52 values, including but not limited to information regarding prices and disposition of Gas from the Balancing Area. Any such 

53 audit shall be conducted at the expense of the Party or Parties desiring such audit, and shall be conducted, after reasonable 

54 notice, during normal business hours in the office of the Party whose records are being audited. Each Party hereto agrees to 

55 maintain records as to the volumes and prices of Gas sold each month and the volumes of Gas used in its own operations. 

56 along with the Royalty paid on any such Gas used by a Party in its own operations. The audit rights provided for in this 

57 Section 11 shall be in addition to those provided for in Section 5.2 of this Agreement. 

58 12. MISCELLANEOUS 

59 12.1 As between the Parties, in the event of any conflict between the provisions of this Agreement and the provisions of 

60 any gas sales contract, or in the event of any conflict between the provisions of this Agreement and the provisions of the 

61 Operating Agreement, the provisions of this Agreement shall govern. ^ 

62 12.2 Each Party agrees to defend, indemnify and hold harmless all other Parties from and against any and all liability for 

63 any claims, which may be asserted by any third party which now or hereafter stands in a contractual relationship wjith such 

64 indemnifying Party and which arise out of the operation of this Agreement or any activities of such indemnifying Party under 

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

66 sustained and costs incurred in connection therewith. 

67 12.3 Except as otherwise provided in this Agreement, Operator is authorized to administer the provisions f of this 

68 Agreement, but shall have no liability to the other Parties for losses sustained or liability incurred which arise out bf or in 

69 connection with the performance of Operator's duties hereunder, except such as may result from Operator's gross, negligence or 

70 wil lful misconduct. Operator shall not be liable to any Underproduced Party for the failure of any Overproduced Patty (other 

71 than Operator) to pay any amounts owed pursuant to the terms hereof. .. j r 

72 12.4 This Agreement shall remain in full force and effect for as lone as the Operating Agreement shall remain in force and 

73 effect as to the Balancing Area, and thereafter until the Oas accounts between the Parties are settled in full , an& sMnTrrare to 

74 the benefit of and Ix- binding upon the Parties hereto, and their respective heirs, successors, legal representatives 
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1 and assigns, if anv. The Parries hereto agree to give notice ot the existence of this Agreement to any successor in interest ui 

2 anv such Party and to prov ide that any such successor shall be bound by this Agreement, and shall further make any transfer ot 

5 any interest subject to the Operating Agreement, or any part thereof, also subject to the terms of this Agreement. 

4 12.5 Unless the context clearly indicates otherwise, words used in the singular include the plural, the plural includes rhe 

5 singular, and the neuter gender includes the masculine and the ft • mine. 

6 12.6 In the event that any "Optional" provision of this Agreement is not adopted by the Parties to this Agreement by a 

7 typed, printed or handwritten indication, such provision shall not ,orm a part of this Agreement, and no inference shall be 

8 made concerning the intent of the Parties in such event. In the event that any "Alternative" provision of this Agreement is not 

9 so adopted by the Parties, Alternative 1 in each such instance shall be deemed to have been adopted by the Parties as a result 

10 of any such omission. In those cases where it is indicated that an Optional prov ision may be used only if a specific Alternative 

1 I is selected: (i) an election to include said Optional provision shall not be effective unless the Alternative ir. question is selected; 

12 and (ii) the election to include said Optional provision must be expressly indicated hereon, it hieing understood that the 

13 selection of an Alternative either expressly or by default as provided herein shall not. in and of itself, constitute an election ro 

14 include an associated Optional provision. 

15 12.7 This Agreement shall bind the Parties in accordance with the provisions hereof, and nothing herein shail be construed 

16 or interpreted as creating any rights in any person or entity not a signatory hereto, or as being a stipulation in favor of any 

17 such person or entity. 

18 12.8 If contemporaneously with this Agreement becoming effective, or thereafter, any Party requests th^t any other Party 

19 execute an appropriate memorandum or notice of this Agreement in order to give third parties notice of record of same and 

20 submits same for execution in recordable form, such memorandum or notice shall be duly executed by the Party to which such 

21 request is made and delivered promptly thereafter to the Party making the request. Upon receipt, the Party making the request 

22 shall cause the memorandum or notice to be duly recorded in the appropriate real property or other records affecting the 

23 Balancing Area. 

24 12.9 In the event Internal Revenue Service regulations require a uniform method of computing taxable income by all 

25 Parties, each Party agrees to compute and report income to the Internal Revenue Service (select one) D aa if ouch Party were 

26 taking ita Full Share ot Current Production during each relevant tan period in accordance with ouch regulations! insofar ae same 

27 relate to entitlement method tun computotiono; or S3 based on the quantity of Gas taken for its account in accordance with 

28 such regulations, insofar as same relate to sales method tax computations 

29 13. A S S I G N M E N T A N D RIGHTS U P O N A S S I G N M E N T 

30 13.1 Subject to the provisions of Sections 13 2 (if elected) and 13.3 hereof, and notwithstanding anything in this Agreement 

31 or in the Operating Agreement to the contrary, if any Party assigns (including any sale, exchange or other transfer) any of its 

32 working interest in the Balancing Area when such Party is an Underproduced or Overproduced Party, the assignment or other 

33 act of transfer shall, insofar as the Parties hereto are concerned, include all interest of the assigning or transferring Party in the 

34 Gas, all rights to receive or obligations to provide or take Makeup Gas and all rights to receive or obligations to make any 

35 monetary payment which may ultimately be due hereunder, as applicable. Operator and each of the other Parties hereto shall 

36 thereafter treat the assignment accordingly, and the assigning or transferring Party shall look solely to its assignee or other 

37 transferee for any interest in the Gas or monetary payment that such Party may have or to which it may be entitled, and shall 

38 cause its assignee or other transferee to assume its obligations hereunder. 

39 13.2 • (Optional—Gosh Settlement Upon Aoaignment) Notwithotanding anything in thin Agreement (including but 

40 limited to the provisions of Section 13-1 hereof) or in the Operating Agreement to the contrary, and subject to theotovisions 

41 of Section 13.3 hereof, in the event an Overproduced Party intends to sell, assign, exchange or otherwise tja*is"fer any of its 

42 interest in a Balancing Area, such Overproduced Party shall notify in writing the other working ip»e*fest owners who are 

43 Parties hereto in such Balancing Area of such fact at least ( -lays prior to closing the 

44 transaction. Thereafter, any Underproduced Party may demand from such Ovejfpfoduced Party in writing, within 

45 ( ) days after receipt of the OverproducecJ^'arty's notice, a cash settlement of its 

46 Underproduction from the Balancing Area. The Operator shall be noyfietfof any such demand and of any cash settlement 

47 pursuant to this Section 13, and the Overproduction and Underproduction of each Party shall be adjusted accordingly. Any cash 

48 settlement pursuant to this Section 13 shall be paid by thej^verproduced Party on or before the earlier to occur (i) of sixty (60) 

49 days after receipt of the Underproduced Party's derrfand or (ii) at the closing of the transaction in which the Overproduced 

50 Party sells, assigns, exchanges or otherwise>rSfisfers its interest in a Balancing Area on the same basis as otherwise set forth in 

51 Sections 7.3 through 7.6 hereof, atjd-'Sfiall bear interest at the rate set forth in Section 7.7 hereof, beginning sixty (60) days 

52 after the Overproduced Parfl^tf'sale, assignment, exchange or transfer of its interest in the Balancing Area for any amounts not 

53 paid. Provided, howe>efTif any Underproduced Party does not so demand such cash settlement of its Underproduction from the 

54 Balancing Ajenfsuch Underproduced Party shall look exclusively to the assignee or other successor in interest of the 

55 Overproduced Party giving notice hereunder for the satisfaction of such Underproduced Party's Underproduction in accordance 

56 With the proriaicma ot Section 13.1 hereof. 

57 13 3 The provisions of this Section 13 shall not be applicable in the event any Party mortgages its interest or disposes of its 

58 interest by merger, reorganization, consolidation or sale of substantially all of its assets to a subsidiary or parent company, or to 

59 any company in which any parent or subsidiary of such Party owns a majority of the stock of such company. 

60 14. OTHER PROVISIONS 
6 1 See Attachment. *•?••• 
62 ;;; 

63 

64 -

65 . 

66 

6i Ii: 
68 - - : 

69 ; 

70 \ : 

71 '.*'•• 



14. OTHER PROVISIONS 

14.1 Any Underproduced Party can require c ish settlement from the Overproduced 
Parties in January of each even numbered year by providing written notice to the 
Operator. Section 7 of this Gas Balancing Agreement shall govern cash 
settlement under this provision. 

14.2 In the event any Party feels a Party has produced more than its share of 
recoverable reserves and wants to prohibit said Party from selling additional gas. 
the Party shall notify the Operator, including its estimate of remaining recoverable 
reserves. The Operator shall notify all other Parties. If Parties concur with the 
recoverable reserve estimate, said Overproduced Party shall be prohibited from 
selling gas until the Overproduced Party is back in balance. If the Parties cannot 
agree on the remaining recoverable reserves, the Operator shall retain an 
independent reservoir engineer, experienced and competent in the geographical 
areas of the well (s) in question, to compute the reserves. Its decision shall be 
final. Costs incurred by the independent engineer shall be borne by the Parties 
hereto. 

14.3 The Parties to this Agreement agree to abide by Regulation 1.761-2(d)(2) as 
promulgated by the Internal Revenue Service. Regulation 1.761-2(d)(2) requires 
that all co-producers of natural gas operating under the same JOA must use the 
cumulative gas balancing method, as described under this regulation, to report gas 
balancing for tax purposes. In the event of a conflict between the provisions of 
this Section and any other provisions of this Agreement, the provisions of this 
Section shall control. 
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1 15. COUNTERPARTS 
2 This Agreement mav be executed in counterparts, each ot which w iu-n taken with all other counterparts shaii constitute 

3 a binding agreement between the Parties hereto; provided, however, trur it a Party or Parties owning a Percentage Interest tn 

4 the Balancing Area equal to or greater than a percent • '7 ) therein failtsi to execute this 

5 Agreement on or before . this Agreement shall not be binding upon any Party and shall be ot 

6 no furthe torce and effect. 

7 IN WITNESS WHEREOF, this Agreement snail be effective as of the day of . 

8 19 

9 
10 A T T E S T OR W I T N E S S : O P E R A T O R 

11 

12 BY: 

13 

14 Type oi print name 

15 Title 

16 Date 

17 Tax ID or S.S. No. _ 

18 

19 N O N - O P E R A T O R S 

20 

21 BY: 

22 

23 Type or print name 

24 Title 

25 Date 

26 Tax ID or S.S. No. _ 

27 

28 

29 BY: 

30 

31 Type or print name 

32 Title 

33 Date 

34 Tax ID or S.S. No. _ 

35 

36 2 

37 < 

38 

39 ;e , 

40 •:• ' 

• l l 
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1 A C K N O W L F D G M E N T S 

2 Note: The following forms of acknowledgment .ire the short torms approved by the 1. nitorm Law on Notarial Acts. Th 

3 validity and effect of these forms in any state will depenc' upon ' ie statutes of that state. 

5 Individual acknowledgment: 

6 State of 

8 County of > 

9 This instrument wa. acknowledged before me 

10 

11 

12 (Seal, if any) 

13 

14 

15 

16 Acknowledgment in representative capacity: 

17 State of ) 

18 ) ss. 

19 County of i 

20 

21 

22 

23 

24 

25 

bv 

Title (and Rank) 

My commission expires: 

This instrument was acknowledged before me on 

bv 

(Seal, if any) 

Title (and Rank.) 

My commission expires: 



EXHIBIT "F 

Attached hereto and made a part of that certain Joint Operating Agreement dated DEC crwtbirn i 
i ^ l , by and between The Wiser Oil Company and iv A y cr.fZ H u o £ « , v xr^c, C T 

EQUAL EMPLOYMENT OPPORTUNITY AND 
NON-DISC RLMIN A TIO N S LT PL E MENT 

The term 'Contractor", as used herein shall mean the party designated or acting as contractor. 
Operator or Seller in the foregoing agreement, of which this supplement is a part 

During the performance of this contract. Contractor agrees as follows 

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

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

3 The Contractor will send to each labor union or representative of workers with which he 
has a collective bargaining agreement or other contract or understanding, a notice to be provided 
by the agency contracting officer, advising the labor union or workers' representative of the 
Contractor's commitments under Section 202 of Executive Order 11246 of September 24, 1965, 
and shall post copies of the notice in conspicuous places available to employees and applicants for 
employment 

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

5 The Contractor will furnish all information and reports required by Executive Order 11246 
of September 24, 1965, and by the rules, regulations and orders of the Secretary of Labor, or 
pursuant thereto, and will permit access to his books, records and accounts by the contracting 
agency and the Secretary of Labor for purposes of investigation to ascertain compliance with such 
rules, regulations and orders 

6 In the event of Contractor's noncompliance with the non-discrimination clauses of this 
contract or with any of such rules, regulations or orders, this contract may be canceled, 
terminated or suspended in whole or in part, and the Contractor may be declared ineligible for 
further Government contracts in accordance with procedures authorized in Executive Order 
11246 of September 24, 1965, or by rule, regulation or order of the Secretary of Labor, or as 
otherwise provided by law 

7 The Contractor will include the provisions of paragraphs (1) through (7) in every 
subcontract or purchase order unless exempted by rules, regulations or orders of the Secretary of 
Labor issued pursuant to Section 204 of Executive Order 11246 of September 24, 1965, so that 
such provisions will be binding upon each subcontractor or vendor. The Contractor will take 
such action with respect to any subcontract or purchase order as the contracting agency may 
direct as a means of enforcing such provision, including sanctions of noncompliance; provided 
however, that in the event the Contractor becomes involved in, or is threatened with, litigation 
with a subcontractor or vendor as a result of such direction by the contracting agency, the 



Contractor may request the United States to enter into such litigation to protect the interests ot 
the United States 

Contractor acknowledges that it mav be required to file Standard Form 100 (EEO-1) promulgated 
lointlv bv the Office of Federal Contract Compliance, the Equal Employment Opportunity 
Commission and Plans for Progress, within thirty (JO) days of the date of contract award if such 
report has not been filed for the current year and otherwise comply with or file such other 
compliance reports as may be required under Executive Order 11246. as amended, and Rules and 
Regulations adopted thereunder Contractor further acknowledges that it may be required to 
develop a written affirmative action compliance program as required by the Rules and Regulations 
approved by the Secretary of Labor under authority of Executive Order 1124* and supply the 
other party or parties to the foregoing agreement with a copy of such program if they so request 

Contractor certifies that it does not and will not maintain or provide for its employees any 
segregated facilities at any of its establishments, and that it does not and will not permit its 
employees to perform their services at any location, under its control, where segregated facilities 
are maintained For this purpose it is understood that the phrase "segregated facilities" includes 
facilities which are in fact segregated on a basis of race, color, religion, or national origin, because 
of habit, local custom or otherwise It is further understood and agreed that maintaining or 
providing segregated facilities for its employees or permitting its employees to perform their 
services at any location under its control where segregated facilities are maintained is a violation 
of the equal opportunity clause required by Executive Order 11246 of September 24, 1965 
Contractor agrees to obtain similar certification from its subcontractor prior to the award of 
subcontract which are not exempt from the provisions of the equal opportunity clause. 


