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• human resources

• management
• supervision not directly charged under Section 11.2 (Labor)

• legal services oot directly chargeable under Seclion 11.9 (Legal Expense)

• taxation, other than those costs identified as directly chargeable under Section il. 10 (7<&r« and Permits)

• preparation and monitoring of permits and certifications; preparing regulatory reports; appearances before or meetings with 

governmental agencies or other authorities having jurisdiction over the Joint Property, other than On-site inspections; reviewing, 

interpreting, or submitting comments on or lobbying with respect to Laws or proposed Laws.

Overhead charges shall include the salaries or wages plus applicable payroll burdens, benefits, and Pctsonal Expenses of personnel performing 

overhead functions, as well as office and other related expenses of overhead functions.

I. OVERHEAD—DRILLING AND PRODUCING OPERATIONS

As compensation for costs incurred but not chargeable under Section II (Direct Charges) and not covered by other provisions of this 

Section III. the Operator shall charge on either:

0 (Alternative 1) Fixed Rate Basis, Seclion I1U.B.

□ (Alternative 2) Percentage Basis, Section III.t.C.

A. TECHNICAL SERVICES

(i) Except as otherwise provided in Seclion II 13 (Ecological Environmental, and Safety) and Section 111,2 {Overhead - Major 

Construction and Catastrophe), or by approval of the Patties pursuant to Seclion 16. A (General Matters), ihe salaries, wages, 

related payroll burdens and benefits, and Personal Expenses for On-site Technical Services, including third parly Technical 

Services:

0 (Alternative 1 - Direct! shall be chanted direct to the Joint Account.

□ (Alternative 2 - Overhead) shall be covered by Ihe overhead rales.

(it) Except as otherwise provided in Seclion II. 13 (Ecological. Environmental, and Safety) and Seclion 111.2 (Overhead - Major 

Construction and Catastrophe), or by approval of the Parties pursuant to Section I.6.A (General Matters), the salaries, wages, 

related payroll burdens and benefits, ami Personal Expenses for Off-sWe Technical Services, including third party Technical 

Services:

D (Alternative I - All Overhead) shall be covered by the overhead rates.

□ (Alternative 2 - All Direct) shall be charged direct to the Joint Account

0 (Alternative 3 - Drilling Direct) shall be charged direct to the Joint Account only to the extent such Technical Services 

are directly attributable to drilling, redrilling, deepening, or sidetracking operations, through completion, temporary 

abandonment or abandonment if a dry hole. OfT-stte Technical Services for ail other operations, including workover, 

recompletion, abandonment of producing wtlls, and the construction or expansion of fixed assets not covered by Section 

111.2 (Overhead - Major Construction and Catastrophe) shall be covered by (he overhead rates.

Notwithstanding anything to the contrary in this Section til. Technical Services provided by Operator's Affiliates arc subject to limitations

set forth in Section 11.7 (Affiliates). Charges for Technical personnel performing non-iechnical work shall not be governed by this Section 

III.). A but instead governed by other provisions of (his Accounting Procedure relating to the type of work being performed.

B. OVERHEAD—FIXED RATE BASIS

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

Drilling Well Rate per month k 8000 (prorated for less than a hill month)

Producing Well Rate per month k 800

(2) Application of Overhead—Drilling Well Rate shall be os follows:

(a) Charges for onshore drilling welts shall begin on the spud date and terminate on the date the drilling and/or completion 

equipment used on the well is released, whichever occurs later. Charges for offshore and inland waters drilling wells shall 

begin on the date the drilling or completion equipment arrives on location and terminate on the date the drilling or completion 

equipment moves o(T location, or is released, whichever occurs fuse No charge shall be mode during suspension of drilling 

and/or completion operations for fifteen (15) or more consecutive calendar days.
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