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I

| R
OPERATING AGREEMENT

THIS AGREEMENT, entered into by and b OXY USA Ing

— . hereinafter designated and.
mmmu“m":dmwm«wdummwmmu inaftes refecred to individuslly hered
A»qu"""n IM EEnm'd}?ll uN o m" M . . .

WITNESSETH:, ;

: m&mmmmawmomdulmdgnleuamdbkoﬂmdpinmnn&w&nnﬁdn
Exhibit A", and the perties hereto have reached an agr to expl md&vebqthculemmdl«odmdphmbrzhe
pmdmoloilmdmwduummduhcmdwywndd

\

NOW, ﬂmmnulpud-lolbu.

' ARTICLE 1.
DEFINITIONS

A-Mhummmaummmmmmmm here-aacribed to them: :

" A. The team “oil ‘snd gas’" shall mess oll, gas, cusinghesd gas, gas condensate] and amw«mhymm
nﬂmmmmmw unlnsninm:wﬂmthemqwlvmmo(chnmuwﬂdlym
B, The terms ol 404 a8 lewse””, “lemsc” and "w"sh-nmmgoamdpmmmmdw
lying within the Contract Asex which are owned by the parties to this agreement. ; : ,

C. Tbewnn"onlm:lgulmemu"meﬂmediudnﬂuﬂhmmihh&ndhdbiuwﬁhﬁam
ConmctAruvhkhmowneﬂbymamthuw : ly

D. The term *‘Contrsct Area shall inean s of the laisds, dudpshneboﬂhmmdoﬂ-ﬁdwhwwwh ’
Wmmmuadpmmm-wnmmdudpwmmndamdpm .
ar described in Exhibit “'A”. -

!.Tb:m“dfillin;una"shaﬂmmtheunﬂndbrnhcdﬂﬂqdmwdlbyqduwmhdnymaw
&duﬂbodyhlvlumm i & drilling unit is not fixed by any such rulé'or order, a mlh.dlbeﬂudnlingmkumm
od'by the patiern of drilling ln the Contract Aren or s fixod by epress agrvemint ‘men.m.,r.da. :

"‘l' The term *“driltsice” shall mean the'oil and ges lease o interest on which 2 p vdlh:eobclomad.

. G Theurm“bﬁﬂmghny"md“CmdngPmy"shnlwlmwhufaawhmhndpqumdthemd
myopaldonmndixwdmdelhcwmdthnw a

H‘I‘hzwm“Non»Dnllinngy“nd"Nm-&nm&;hq":hﬂnhnlwtywhodwumhwbdplu
in’a proposed operation. . i

mmunmmucubummwmmmwwmzﬂummmm
shguhrmdlhcmpdandudulhlmhmd&elamm

ARTICLE I
" EXHIBITS

[ A.E.lm"'A“Mnﬂ:&thch!amM
(1) Identification of lands subject to this sgreement,
(2) Restrictions, ¥ mny, ca to depths, formations, of substances,
(B)prwmdwﬂanlhkm!.
(4)0H-ﬂpuluumdhteiudmlnmumbjmwduwmt. |'
(5)Mmdyamhrmﬁc¢m
"B, "Exliibit “B"’, Form of Lesse. )
c.mﬁhk"c".ammm _ !
D' .‘D"'W . e . o . :
E. Eshibit "B" Gn&lndqhm I
¥ .

i
H

i‘l‘hchlhvm'uhbu.u dicated below and sl “‘bm mhcntpctmd{umdmdup'mbncd:
‘ l

'

I any provision of sny exhibit, excep Exhibies’ “B" and "c" "
dmhmhymhdnwydmw“mﬂ.
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-wd\haghapnce.

C Excm Roynltiu. Omidh‘ Ronkhs aod Olher P-ymm

and all claims end di ds for p d by ol such excess burden.
- D, $ L".'c wod 1
";'-Hmyput'yﬂmﬂhﬁhacm‘-“ iding royalty, prody

= sccepted obligation of sll partics (amy such interest being hercinsfter referred to as **s

o “butdawd pmy").nd:

.. .:,'..~ .“mmmmyﬂdmd‘

" A. Tide Examinations

ol

A.AP.L FORM 610 - MODEL FORM OPERATING AGREEMEN'J'

ARTICLE I

. INTBRESTS OF PARTIES|

A. Oil and Gas Interests:

- 1982

ﬁ-nypmyomudlndpﬂmm(hm%m'mmhmmmkm@hmpmddﬁ-wmx

and during the term hereof ss if it were covesed by the form of cil and gas lease attachs

¢d hereto as Exhibit **B*, and the owner thereof

shall be deemed 10 own both the royaity interest reserved in such kase and the inzefest of the lésace theréunder,

B. Interests of Parties in Costs sod Production:

',.Unlaiwwohmqwd'mﬁdwhm’ﬂwmb-mxmnhbom:and

Plld.lMdl ‘x' and 10 .s din
forth in Exhibit *A’", lnthenmmm.dnmn:hﬂahomuﬂpo&xﬂon
mmmxotmydmmthmm [5)

oulthmmAxnshaﬂ&

owned, by the parties as their interests are set
il and gas from the Contract Ares subject to the

. thhshnnbobomenhuandwmfmh

Regndhndwuchmmmmm&a)mﬂudlﬁprmwhmmwmmyaltyuducmd

: plylble nd!pmymndedwm::nuh;mdpmdmrbndolmdw(mutthorrhaArushnnbwmdeqordahvu.
" “cause to be paid of delivered, to the extent of its inzerest in sich production, the royslty.
" other parties free from any labikity therefor, No perty shall ever be responsible, howev

mount stipulated hereinabove and shall hold the

1?,0Mprioe'b-dshiglwthmmmeived

by such perty, to sy other pasty's kessor or royaky owner, and i any such other party's lesor or royalty owner should demand end

rmnuuhmmnNMwhbuh.hmymmmmth&M

NothlngmmmdlnthhAmchmB :hllbedeemcda

t of crossa.

bumhc sdditional royalty burden stributsble to

'

e g e o e

*  Unless ‘ch byodwr hions, if the & ol-aypmymmyle:
cvefndmgroylhy prodmpnym«uoruhahudmonpmdmminmohhc
MMMWMMW&MM&WMMMW

mmtdmmdm'm;wﬂmmwhwhc;suhdmhm

o e

j5e covmdj hereby is subject to any royalty,
amount stipulsted in Article HILB., such party so
hold the other pasties hereto harmless from any

puymeut or otherburdm paysble out of production
‘~“wribuabhmiui«mmwumdu.uﬂmnbmdmedndpdammh-gmmmdhw‘mbnhhﬁxhibiz"li".w
t

ol) parties, or ia-not i-jointly scknowledged and

cknln;dluummptdlhamw&dwﬁmmku the sub J

beeq *dymudmum"nnnmwddu.
Mid i 3] denved being hereinafter re&rmd

e

J

I uunwmmhmwummmmwcrmm

leomyodiupiny.ofﬁnmd all oc a poetion

olmthmluumi‘ndbfhm-wmumam.ummdmuudmmmmdh

: pm&xnmbandchnduﬂwbu;mdyauudwuﬂﬂnhm
“fo’f

Fp.nyshanuﬂmniymdmemdod:um

ind,

'znwhndmdmﬂhnm.'huhm!tmd (penies chi

} by owrieri of e subseqi

L yg b

ly creaved i

der, all provisions of Articke VILB, shall be

mmmmwmmammwuw
memwm 3

RS ARTICLE IV,

y are enforceablé giinit the working intérest of

1

mmwmmawuwhmﬁmmmmum

rqm-).&Md&mummuhbwhdmwmmmmnamme
'Mmhmwhmhmhmmd&d

mu&bhumhdbywuhmlahxmﬂem@ud

.’hcmo mmMthMuﬁthmum.

.2-

T&MMknﬂummdmywdeWzddﬂMgm"ﬁ
‘mmmwmwmuhmuhmmdud
', .mmmm&mmwmwmmd
Mhhhldbmpdﬂmmmm;m

o, I mmwmhmmmmmgp‘nﬂmmmf, :

d e Lsiseresis Inchuded, o planned to g fchud-
m‘inuut.uﬂnmh.myahy. ;
maﬁrwmd
mm(lwndlng bdenlmsuma

thb&ndby

0 o tal,
sBiitin g royalty opibioes énd diviiod ode el opinions) shall be « pert of the ative overbesd is e Gl
. MMM(NIWMWWWU,M:MW« fres exle wg g 30 0]

Lusorhiabion o et 4401

'y.w'?* shoroeys,

3
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" and shall be borne by alt parties i proportion 1, their: interests. There shall be no readjustm tests in the

] .

A. APL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 '

ARTICLE IV ‘
continued

= Optioa No. 2 CubmmdbyOpmmrmmcudn;ahaxthdhawde\nmmfamkmnmm
(inchuding prelminary, sypplementsl, shut-in gas royslty opinions sad division order titke opiaions) shill be borne by the Drilling Partics
mthepropumthutheinwda:h&ﬂhnghqmwthcmulmmmdm[imm(r:nmumhimmuawurm&-
hibit A", Op&mﬂhllmnkemch‘gehrmm * "‘-“bymsuﬂ orodxer ¢k In the performance of the above
functions. . . .

4.

L (
Euhputysluﬂbempwmbhbrmﬂn;c\umvemnumdpooﬁn.mmdsmnuoughmrcqundmmmxnm

with léases of oil and gas interests contributed by such party. Operator shall be responsible for the preparation a0d recording of pooling

dwguumuwdeclznmnwdluthecmduao(hwmpbebugovmmqmbfméucum;dspacmgorpoolmgm

Tha:hdlnaprevenunypmyﬁomnppumgmmmbchnlumymhheumg. }

Nowd:hnnbed:%donth:ConmArnunnldur(l)lheudemdxedrdhwbrdnléngunirhabemuammduabove

provided, and (2) the title has beesi approved by the ing y or tide has been dccepied by!al of the parties who are 1o par-
ticpate in the drilling of ‘the well. . : . .

B. Loss of Titles S
——t-Frilure of Fitler Should-sny-oikand pas- lnasor-om intesess hcsein be-Jost shoough-ibe- ok

rdumdmmxeu!mlhﬂﬁownon&hihl‘%"dumy tributl thc 1./ ’luuoc ]

bonwdlwbtmb)ccthmdc\’m.B. snd {xiling to do so, this agreement, nevmhckn,slulcqnuﬂnemfomaswnnr
and gas leases and interests: and,

(n)quwhoumlndmkmummmunﬂmtdbyﬂndtkumcmﬂbu the entire Joss and'it shall not be
enddedmmowa-&onOpemorwtbeodmwdumydevebpnmtuopuadngmuvhdmmy' pddofimnmd.
bulmueﬂnﬂhwsddnmdhhhywmmwtbcodumhmbympl .

(®) There shall beno fve adj of exp incurred oc utd\fdiromtbecpm' ‘of the intesest which has
boen lost, but the interests of the parties shall be revised on an acreage besis, ¢ of the time #is detejmirjed jfllly that title fiture has oc-
cumd:odmunmmofdanwhwlm«mmh:&mdbydumkhﬂukmlpm be reduced in the Contract
Area by the amount of the interest lost; .

(c)l!dupmporﬂonmlnmo(duuhupmbumhmypmdnduwu‘
increased by resson of the title failure, the party whose title has failed shall receive the prog
terest (less costs and burdens attributable therero) untl it hes been reimbursed for unrec
well;

e ldrilled on the Contract Area is
attributable to the increase in such in-
cogts paid by it in connection with such

i

i

{d) Should any persoa not & pacty o this agr t, who is d ined to thequlmymmmmduﬂdtwhichhu
failed, pay in any misnner any part of the cdst of operation, development, or equipsfent, such amoupt shall be paid to the party of parties
who bore the costs which zre 30 refunded; i ;

(e)Anykathmmn:wnhudmbrpmpmdumm odndmwhichmu! reason of title failure shall be
borne by the party oc parties whose title failed in the same | hwhkbtbqslqndinimhpdotpmduainn;md

() No charge shall be made to the joint account for legal fees or salaries, irg iog with the defense of the i
chimed by any pasty hereto, it being the intention of the parties mmnmhs\nﬂdduﬂu&dmhmrdbuuﬂumh
connbction therewith, b

. o ol

2,.Loss by Non-Paymest or Erroneous Paymeny 6 Amouant Due; I, thiough mistake oilun;hl. any rental, shitin well
payment, minimum royalty o royslty payment, Is 5 Mu»«romuﬂypd.mdnamﬂam«mmdmmmm.
there shall be no monietary lisbility against the papey who tailed to make such paymens. Unidas the party who failed to make the required
puynmmuunmluuomfhathe ms awﬁdﬁnﬁmq(m)d-p&mdudhmm#u&mmmmhmp-m

date of termination ol the kease involve 'ndduwtywbohﬂcdxomkcpmp«mmuuyﬂlno}mquhmdiudwﬁaimmm
wtrship of the lease or interest which has terminated. I the event the party who failed to make the
required payment shall a0t have péen fully reimbursed, a¢ the time of the loss, &undnyroaedlohh:uhclodmd;amrbmtbhn

the lost Interest, calcalated on 4 ascresge basis, for the develoy 2nd opersting costs the chon of such interest, i
" shall be reimbursed for ungebo mmmmm:pddbyk(bulmiumshmdthequ:dnydqhdepmbudydrmed

or wells previously sbapdoned) from 0 awch of the following 28 is necessary to effect
less cperating exp , th k mdwdmuadhdthcbptm.mmmhu.

up to the amo ; .
peCis, less operating expenses, thereaft ed attributsbl wthcbummum;nwb-s.ddmpmmd
oﬂudw produced end marketed (excluding production from any weils thereafter drilled) which, in the absence of such leass
i ibutabls 50 the Jost § mmmhu,npudu ;o( d costs, the proceeds of said
nmmd, .

3 Nwlmmmmmd.«wmmmhﬁmmwjl MN?ZM:.M&

the Contract Area,

Ton d
lhn My mm ) (FW
Tacupt aon CARRNE M ity By Do
Ao Aamcist of Pyiwiurs Lndee|




P T - RV ST Sy

3

SETELIFR2IR/TB Y

o N
A.APL FORM 610.- MODEL FORM OPERATING AGREEMENT - 1982

ARTICIE V.,
OPERATOR

A. Desigasci

OXY USA Inc. - P

and Respoasibilities of Op {

i
H shall be the

Op«awtellheCanmAm.mdduncwdunmddimudhnhnmuddanm&&%mhummﬂmd
required by, and within the limits of this agreement. It:h:ﬂwndnllmchmhlpdmdmhmﬂem,hmuhl

heve no liability as Opersior to the other parties for losses sustsined or lisbikities i
negligence or willful misconduct. '

B. Resignation or Resioval of Op and Selection of §

1. Resignation or R d of Op 3 Operator may fesign at any time by giving
1f Operator terminates its legal existence, wmuwmmmmhumndumm(:mm
Operatos, Operator shall bé deemed to have resigs

s VP

4sudinmthﬁomgm

'

i oce theseof 0 Néa-Operators.

of is 10 longer capable of serving s

mwmymhhhn%hmmdumalw Operator

maybemmdﬂkhkurdmmmunmduwm wbmmmnhmt‘bmh\ip(crnplxedmm:dvmbyh

affirmative vote of two (2) of mNoaOpenmowmamMymtmb&edonown«:hp ]

sfiown on Exhibit A" remaining

wntd 7:00 o'clock A.M. on the

after excluding the voting interest of Op . Such or } shall not become effesti

&adqdhmhndtfmmblbwb;lheaplndmdnhuyﬁmdquhuthedmdmld

'by Operator or sction

by the Noa-Operators 10 remove Operstor, mlu-:axcqupamhnbmsehmdmdmmu:&dndepswumuM

date: Operator, after effective date of resignation of removal, shall be bound by the terms biereo
wnumummdmaumdudw«mamwnyﬂuhmw
bethcbasubrumovnldOpa:m P !
i of Op ;:l !

2 Noa-Opersor. A change of a cor-
ie Opersioc shall be sekcted by

2.Sehv:nouol$ucmwr¢“

Upon the resignation o

ﬂnpurdu.ﬂszpmmrMbexkad&m&cpuﬂamh;uWnMCm&
Opesator bs selected. mwwmuwwmdeNo(numm

21 b

based oo owmership as shown on Exhibit **A™; p , i an Op which hag been

Area st the time sach saccessor
parties ownifig 8 nigjority interest
arved foils to vote or votes only to

m«diudl.lh:nwogmwnhalbeadumdbythenfﬂ:maﬂv:mdm(anlﬁuwﬁnwnbglmbmymw

on ownership as shown od Exhibit **A"’ g after exchud

g the voting

C. Employees:

The number of employees used by Op

compensation for services performed shall be determined by Operator, m‘nﬂuxhcnpbymd‘ﬁll

D. Drilling Coattacts:’ ' i i

dﬁeﬁu.bﬂhdmunuvcd

in conducting opefations hereunder, théuelqtm.ndthehoundhhrmdm

ndnqnpbyeuolOpcwx

AnwckdnledmthecoumArusinnbcchlhdenlmmmwmmhnldmzuﬂwwmgmthemliﬁo

desires, Opmmmyunpbyiummhmdeqﬂymh:heﬁﬂudn&,mmdwp

shall not exceed the prevailing

muinthemmddzmeolmd\dw;edunkqmdumbyhmhwﬁwbdm&rhpqemmwd .

mhwhhlbcpaﬁnndbyq:mawmdndumcmndmduuuunqu
depmdmtmumwhcmdoh;w«kd-:mﬂ.m i

ARTICLE VL S
DRILLING AND DEVELOPMENT , |

A It Welk oo .- . L P

7

_aTuly

Q\ubdotethg____bynl
oil snd pas ot the bollowing locxtion:

-Tudhchelruhmmolh

‘t

i

,l9.21_.0wi'wtduilld:éanmthdrﬂn¢d-wdh

at Operator's choice in aither Section 8 or, 9, iT(lwnship 19 South,

Range 29 East, Eddy County, New Mexico i

e0d shall thereafees continue the drilliag of the well with due difipence 0 ‘the Morfrow.i
2

mhmuwuhupuﬂuﬂyknm&kmhmumhhhh.vh&muhlp
mnwduuhm&n&uummmwbmawnhdnwddnhy

Opameummbhmddbrm&mmwm&imu

mmmhmaﬂdmtwmmmmmuw&um»:mx‘

dmh.

mwnﬂhmwwmmmmmumnmuww&-’“ =

. . ¢

-4
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A.APL FORM 610 - MODEL FORM OPERATING AGREEMENT ; 1987 |
: ARTICLEVI . o

P
It, ln Opersior’s judgment, the well wil not produce oif of gas in paying quendties, aid /i wishes t0 plug and sbeodon the
well a3 1 dry Bale, the provisioas of Asticle VLE.L. shall theresiser apply. Lo :
: e
: b
B. Subsequent Operations: : { i
. . B i
I-M_Om_:w_gwmymhuenddnwﬂnywelmlheimufzmum&mdﬁewnpmi&d
ﬁol'lnM&hm..wwmhdmnupmwahmmumwtwélmd arties or & well jointly owned by all
the parties and not then producing in paying quantities, the party desiting to drill, rework, decped or back such s well shall give the
othier perties written notice of the proposed operation; specifying the work to be performed, the logstion, proposed depth, objective forms-
tion and the estimated cost of tbe operation. The parties receiving such a notice shall have thifty (30) days after receipt of the notice
within which 1o notify the party wishing to do the work whether they elect to participate in the cosx of the proposed operstion. I a drill-
hmrixhonloadu.noﬁudnpmpoﬂnnﬁuk,pluhdwdsﬂldequnykﬁw?hui:pluuﬂthmwﬁd#ﬂbe
timited 1 forty-eight (48] hours, exclusive of Saturday, Sundey and legal holidays. Pailure gf & parfy receiving such notice 0 reply within
miwmmﬁmmwmmdcﬁoubymnpﬁym&mhdupmd?&,1 J operation. ‘Any notice of
response given by telephone shall be promptly confirmed in writing. - ¢ !

¢
P
' i

ummm»mmm-mm.wmmm l'dmdwuplnﬁmohhenmiul

poriod of thicty (30) days (or as prorapily se possible after the expiration of the koity-eight (48) bodr period when » drilling rig is oa loca-
tion, s the case may be), dctually commience the proposed operation and complete it with due cx ot the risk and expense of all par-
ties herero; provided, however, ssid commencement date may be extended upon written notice of same by Operator to the other parties,
for s period of up to thisty (30) sdditional days if, in the sole opinion of Operstor, such additional tirng is resscnably necessary to obttin
permits from gavernmencal suthocities, surface rights (including rightyof-way) or sppropriste drilling equipeaent, o to complete tie ex-
jation o curative matter required for title approval of acceptance. Notwiths ‘-diéhu'rf peovisions of Asticle XL, if the
actual operation hes not been commenced within the time provided (inchuding any ‘ &uﬁdihspedﬁuﬂypemimdbuin)ud
“lﬁ!mhawﬁnmemﬂmddupdaﬁm,wdumWM’mnaﬁhrﬁuﬁlﬁMwNmmhm-

dance with the provisions hereof as if 5o prioc proposal had been made. i P
. } o

P
" 2. Operations by L than All Parties: If any perty receiving such notice s prodided id Adticle VLB.L. or VILD.L. Option

No:l)drcuno(mwn'dpmhdupmpudop«m.m,hod«whmdwb@cb*ﬂ“ﬁhﬁk.hmwwﬁu
giving the notice tnd such other pusties as shall elect to pasticipase in the operstion shall, irithin (50) days sfter the expiration of

Lhtnodoepubddmkty(w)dtp(wupmmpdyumdu&eupmdﬁeh:\yﬁd\}( hour period when 8 drilling rig s - '

on location, 8 the cise miy be) actusily commence the proposed operstion acd conpless ir'with due Operator shall perform ol
work for the account of the Conseating Partles; provided, however, if no drilling rig o other equigcest is o Jocstion, sad # Operstor is
nNoqumtin;Pmy.;thmzinghdashaldﬂu:h)mmOmmbmmMmﬁdbyad,Mm

tion for the sccount of the Consenting Pactles, or (b) designate one (1) of the Consenting Pirties s Operator to perform such work. Conr -
" senting Parties, when conducting operations on the C Ares p mmmwa.;..ailumpxymamndw

ditions of this agreement, i

!
i

. U less then ol porties spprove any proposed operstion, the proposing party, isunédistely!aires the expiiation of the applicabh
notice period, shall advise the Conmenting Parties of the 1otal intévest of the parties spproving ssch opération sad its recommendation as
uammmmmwwﬁmmummmtmm‘wmmm

{exclusive of Sevurday, Sunday wad begal holidsys) sfter receipt of such notice, shall asdvise the proposing pesty of its desice 10 (8) Emit par-

' &h&m,mmmy';hm-dmuon&hu"A"u@)mmwhqumm'hmnﬂ

mmm-MumMmmuwnmm@;hum-tinh.rgﬁhw.ummh

nrhu!qi:nalbalandlbddhv-@t(mmwdh:&y.&q&ydhﬂb&p)mm'm,
uludecﬁon.myvidﬂwmchmKMEWMMMMMJdeMMﬁ.

The entire cost and risk of conducting such cperstions shall be borne by the Condenting Pirties in the proportions they have
clected 10 bear same under the terms of the preceding paregriph. Consenting Parties shall keep the Jenschold escates i such
opetations froe xnd cless of ul ens aod encambrances of every kind crested by of arising from th operstions of the Consentisgf Parties..
1 such sn operation resuks in & dry hole, the Consenting Pacties shal plag sod abendon the well and testore the surface locatick
sole cost, risk 20d expeate. Hf sny well drilled, reworked, deepensad or phigged back urder the provisibas of this Article resuligh
chucer of o indios gas in paying quentities, the Consenting Parties shall complete and equip/the well o procuce st their sole cog

;
I
i
i
i
'
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ARTICLE VI
continued
and the well shall then be tumed over to Operator and shall be opersted by it at the expense and for the scoount of the Consenting Par-

- des. Upos commencement of operations for the drilling, rewosking, deepening or plugging nddny:xhwdby%mm;w

in dance with the provisions of this Article, esch Noti-Consenting Party shal be & to have refinquished to C

'andtheCommﬁn;Pudulﬂn!lmmdbemiddwredmhmﬁmmwrugdnimp,ddmNonComuzm;

Pasty’s interest in the well end share of production therefrom until the proceeds of the sile of sich sharé, cilculated st the well, or
market value thereof i such share is not 3oi, (after deducting peoduction taxes, excise taxés, roysity, overridiog royalty and othier in-
tmm:nupudbyAmdem.D.pynbkmdmmedhymepco&mﬁmmivdmmgmﬁmmwnﬂm

3

() 100% of each such Non-Coasenting Party's share of the cost-of any pewly acquied surface pquipment beyond the wellhead
mmmh«whhdw.m&mb.mmmmwmmmwmmlm%dedm
Nou{;onmun,ruq.mamcwdwammmmmm“dmmwmmm
C g Party's relioquished ianerest shall revert ¥ it under other provisions of thif Article, it being agreed that each Now-
CanmunghnynhmolmhmmdeqummlbnhumwvhthwuBhMbmchn}pbkwthmCmmng i

_Myhndnpumwmdhmewdhmdub@nngdd!opclmwd . o

() 300_% of that portion of the custs and expenses of drilting, reworking, deepening, pluggithback udn;nndmpkﬂn;
after deducting any cash contributions received under Article VILC., xrd 300 _ % of that portion of the cost of newly acquired equip-
mmundnvcl(tomdmcludmgvheweﬂhudommuom),whthﬂhwbemchngubkmnxl‘NmCmmmMydnth-d
participated therein. . R

Andncﬁouuottopmiapminmm«mmd-«lmudmdm@nwwwdwuhmyw
working or plugging beck operation proposed in such a well, wwﬁwdwd.uwhkhdzehindNanommchmmw&dthuh

'conducwdumymmmhnmvcybydnCmmmmdanmCummMumpMnmmtAnym

mkmgapluwnjbeckopu:mmudundd\uqdumm!paiodlhlbedemdplndl}umdopcndmdddwel
and there shall be sdded to the suma to be recouped by the Consenting Parties one hundred pércent (100%) of that portioa.of tha costs of
thcmo:hn;orphwnxhchopmmwhxhwwa-vcbemchusublemnﬂuNonfmumhnyhduwndpmdeﬂ
sudunworhn;otpluuin;hdopmumupmpmeddumgathpmwnd ﬂuyeroulemAm:th.B shall be sp-
plicable 25 between said Consenting Pasties in said well. :

During mepcwddthmmgPunqmmetmNm-Cmqth;Pmy,uhmolpmlmbn ‘or the.
pmcudsﬂmd:om.CuwungPudsMbemymbkhduwymtdnﬂMmW excise, gathering and other

uxu,mdaﬂmyaky.ovundingmydtymdoth«hudmapplkabkwNmCmaumuhmo(pmdunmmtmepeedbyb
ticle IL.D.

. ; :

In the case of any reworking, plugging back or deeper drilling operation, the Consenging shall be permitted to use, free
of cose, dmgmhumdo&awnhwdmhwudﬁpdmsﬂmtﬁmwww
abendosment of & well after such rewosking, yhmgbdwdw«ﬂhg,hwmdnlmthdmdw
ment to the owners therac, mmmmmmmmhkmdahmw'mduhm '

* Within sixty (60) days siter the completion of any operation under this Asticle, the party o0 the operativas foe tie
CaumumMhmnhachNonCmmPuqmnhmmddnqwﬁwth connected to the well, and an
jtemized statement of the cost of drilling, deepening, plugging back, mg.mphm;.mdmm-dbrmﬁm of, st its
aption, the operating party, hlmdnmudmmdwcbmdmmubmhadﬁﬁumdmuyw—
ings. Each month thereafier, wmmummwmmnmmmw”mu!m the party cooducting the
opermmfon.heConmﬁngPsﬁquauhmNm&nmmHMMthdwdmthﬁhww
cumdinmeopmdmold\e-d.mgahcwldummtddnmmyddmdppmd\nlbquimldthemm oceeds
mhwd&andnnkdmenn‘swkm;nmpmdmmmtpm&umd: In determining the quantity of g snd gas
produced during any month, Camdngmmuuummmm-.bum‘muw.mg* d
wehau.Mymmraﬂmmmm«mmamlpuambmdmmwuhny pe:
methmmwawamukwmmhmuwhw .
dtheworkdenemddtheeqnipnmpurchndmmmhhmdmmwmmmu
tbove provided; and if there is & credit belance, it shall be paid to such Noa-Consenting Party. ’

Eﬂ"-«“mml uw i
FeZEND AR ¢H P HAS W iy BY b
Sl At o ot s

.6- '




L BRI VIR U

P= R R SR R

. stances the response period to & peoposal for sidetracking shall be liited to thirty (30) days.

A.APL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE VI .
. contimad ‘
I and when the Consenting Parties recover from » Noa-Coasenting Party's relinquished igterest the smourits provided for above,
the relinquished intérests of such Noa-Consenting Party shall sutomatically revert 13 it, and, frém and alter such ceversioa, such Noa-
Conseoting Party shell own the seme interest in such well, the material ad equipiment in o |pertaining thereto, and the production

* therefrom as such Noe-Consenting Party would have been entithed 10 bad it pusticipated i the drflling, reworking, deepening o plugging

h;kdaddwdM,asthCmﬁn;MMh,chugdvhhmdlénlplyln'-wpadommmdthebnbamol
the operstion of said well in accordance with the terms of this agr and the A ing Provedure stiached hereto,

Notwithstanding the peovisioas of this' Asticle VI.B.2., it i agreed that withalit lhzmunfpdcmmdnnwﬁa.mwdhmﬂ
be completed i or produced from a source of supply from which & weil located elsewlizre o8 the Contract Ares 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 spplicstion whatsoever to the deilting of thi/thitial well deseribed in Asticle VLA,
except (s) a3 0 Articke VILD.1. (Option No. 2), if selected, or (b) a8 to the reworking, deepening and plugging back of such initial wel
after it has been drilled o the depch specified in Articke VLA, if it shall thereskter prove 1 be.a dry hole or, if imitially completed for pro-
duction, censes to produce in paying quantities. . b

3.Sundﬁ‘nszhmlvelvhﬂhubmw“w&um?ndinmwmmmmhmm
completed, sad the results thereof furnished to the parties, stand-by costs incurredpending responise 1 a party's nodce proposing »

" reworking, déebening, plugging back or completing operation i yach a well shall be charged and bome 13 part of the drilling or deepen

ing operation just completad. Stand-by costs subsequent to all parties responding, or edpirstion of the response tinw permitted, whichever
hmmmm.wmubmemhmddmmdu;mﬁuwl:mmbewmsdthtmudym.
matical paragraph'of Article VEB.2, shall be charged to and bote #s past of the proposed operation, but if the proposal is subsequently
ﬁmmdwmwmmmmummm he Consenting Pacties in the proportion
udtCuumdnsPu_ty'slmmanMonEdﬁbk"A"bmm,dnmullnmquwloo&hibk"A"d-ll‘Ccmmdn;Pu-A
: N ] [

" ties.

4, Sidetracking: Except a5 hereinalter provided, those provisions of this agreement spplifable to & **deepening’” opeiation shall

. also be applicable 2 any proposs! % directionslly control snd intentiogally deviate  well from 30 23 to change the bottom hole

wmmnu"M'mwmmwmmm«»mm&mmmwumdm
mechanical difficulties. Any perty haviag the right % pesticipse in & proposed sidesracking operition that does not own n iaterest in the
aﬁmdvdlhonu.dndmdﬂumdam.upmekcduwnﬁdpm.mdun}lhevdlbrnmiuwmsbu:(equ’ll
to ity intecest i the sidetracking operstion) of the value of that portion of the exigting well hore to be utiized ag follows:

1) 1f the proposal i for sidetracking sa existing dry hokc, reimbursemens shall be on the basis of the actual costs incurred in
the inicll drilling of the well down to the depth ot which the sidetracking operstioa s itk

(b)uwmaum.-‘nmumvmﬁmﬁw:mummmamm‘-
lvable rish snd equipment down 1o the depth at which the sidetracking opevation is initisted, determined in accordance with the

 peovisions of Exhibit */C", les the estimated cost of ulvaging snd the estimated cout of plaging sod sbandoning.

In the evens that notice for « sidetracking operation Is given while the drilling Fig to be utilized is oo location, the respanse period
shall be minod 10 forcy-cight (48) boars, exclasive of Seturday, Sundey and legal bolidays; provided, however, wry party may request and
rendvewmd;!umddﬁmddaﬁlﬁuumdmhqdw(thﬁ@hvhkhfamﬂbymh.hwmd-bydm
Incursed during such extended response period. I more than one party elects to take:such adtipnat time to respond to the goticr, stand-
by costs shall be alloosted between the perties taking additional time t0 respoad oo #.dey-to-dey busis in the proportion exch alesting par
ty'shtdutulbnon!xhibit"A"m»mmm-wmbﬁm"A"?hlth:ehain('puﬂu\h other in-

C. TAKING PRODUCTION IN KIND:

Each party shall take i kind o scpacately disjone of its proportionate share of all o aqd gas produced frpdi 8
exchuive of production which may be used is development snd producing operations and- in prepariag and trigd
ruting parposes and producti idsbiy lost. Any extrs expenditure incusred in the taking in kind of sep .
pary o 5 proportcse ihare of the production shall be boeme by such party. Aaj party taking s share of iod Sk Y il be
’ i tnw&wgqpx :vtﬁ?{l :
. PIPH: whhe WY \td 4 it by ey
: Ao

ot Alaicigten ol Ry dhus uwj

’ . .

I : :
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-each moath, and shall ke available sscnples of any cores or cuttings taken from any well drille

[
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ARTICLE VI
continued

4
]
]
1

Wwwthbbm&mnmdw&mdw-m&mmwhkhkm

l!ad:mymnmum&vidmmdmumuwhm&famemkdhwhproduﬂuufmn
the Contract Are, and, except ss peovided in Article VILB., Mkmddmmdv&wymduﬁy&mhmhwwh

its share of alf production.

; 4.

lndummym:halkﬂbmh&zuwwmuhinwwmn
the ol produced from the Contract Ares, Operator shall bave the right, subject to the revocation
the obligation, to purchase such oll or sell it to others at say time and from time o tiche, for the
best price obtainable in the ares for such peoduction. Any such pyrchase or sale by Operstor shal

tly dispose of its proportionate share of
at will by the party owning it, but pot

account of the noa-taking party 2t the

 be subject always to the right of the

owner of the production 1o exercise st sy ‘time its right to take in kind, or separstply dispose)

of, its share of all oil not previously

delivered to & purchaser, AnypurchmauhbyOpeuwtdmymmubdeploﬂahmPemlyforwcbrumnbkpandsd
mmgmmmduninlnwmuedsohhemdawyund«thcpudmhrckmnmnm’bummmﬂonp«ndinm

of one (1) yew. ' . . ;

In the event one or more parties’ mnudnmdluﬁuedmepmwrphtw
ddxvmwhthonud-y«o«hybmhrmymmmnotmcdyqﬂbnmsgwp

be allocated to it, the balancing or F3 the resp of the patties shall be
w«wb«wmdnwmhuew, hether such an agr
D, Access to Contract Ares and Information:

Each pacty shall heve access to the C Ares st al ble times, at its scle cost

and shall have access st reasonable times to information pertaining to the development br opera
and recocds relating thereto. Operstor, upoa request, shall furnish esch of the other perties with cx
governmental sgencies, daily drilling reports, well logs, tank tables, daily gauge and run Yickets and

pm;mmmgwumm-u.mmmwwgmu

deliveries to separste pipelines andioe
soportionate share of total gas sales to
in sccordance with any gas baksncing

Is attached o3 Exhibie **B'; or is & sepatate agreement.

cost andirisk to inspect or observe operations,

thereof, inclading Operator's books
opies of all forms or reports Gled with
Feports of stock on hand sz the first of
d on the Contract Aree. The cost of
tharged to the Non-Operatoe that re-

quests the information.

i

]

E. Abasdoament of Well . : s

1. Abandosment of Dry Holes: Elmptbtmynndnncdwhpa\dmwtuhu:‘kﬂnz mymuwhkhhubeen
drilled o deepened under the terms of this agr andis d to be comgl undtyho&sh-ﬂwbep*uzudmdlbmdo«u

without the consent of all pertics, Should Operasor, after difigent efort, be unable o o

anty panty, or should aay party fall to reply
within forty-eight {43) hours (exclusive of Saturdsy, &mdqmdlepiholday:)dmmptdmu&ddu, P

meL L

mch'ell.axhpanyshﬂbedemduhvcmwwmwwuudwﬁthmedWh

mmmwmmdnm“mdmdmewhwbwﬂm
such well, Mymﬂwobhmmﬂumgndmm-eﬂhnhwmenmwu
opersticas I sesrch of ol and/or gas subject %0 the provisions of Article V1.B. )

ted in the cost of drilling or deepening
ke over the well and conduct further

2. Abandonment olwgdmhve!’mdmtd:Mhm_v&hwkﬂdﬂ?ﬁaNﬂ-&fpmmlﬁmhubmm
heseunder for which the Consenting Parties have not been fully reimbursed as herein frovided, anry well which has been completed a3 2

producer shall not be pligged and absndoned without the conseat of all parties. If all posties

1

to such ab the well shall

bephgpdmdubmdnmdinmtdma'ﬁthmlhbhnmhﬁoumdxum.@
M(m@“«dndmddwwmdmnﬂ.ﬂmdow

tbouwishh'hoonnnucmopemhmlmnthemruni@)ohhckxmnm(x)dumbmdurnmdﬂmduwcxhddnodu

pcuumpmpadomuﬁwvohhcvﬂuevlmewi s salvable material and equi

20d expénse of sl the parties heseta. If, withia

to the sbandoament of such well,

Exbibit *“C"", lews the estimated cost of salvaging and the estimated cout of phugging ssid ab

-the nonabandoaing pécties, without warrenty, express of implied, a3.to title of 23 to Guantiry, o

(Y

material, 4 of ks inteseat In the weil and rebated equip gether with its & ia the)

) with the pe of
it B sbdoniog ety sl g
ftness for use of the equipment and

id estate a3 o, but only a8 to, the in- .

3

tesval or intervals of the formation or fosmations then open to p i the } of the ab

doing pesty is or includes an oil snd

g2 Interest, such party shall execute and deliver 1o the non-sbandoning party or partiessn ol end

lense, limited w0 the inrerval or in-

mdwmw«mmdmmhmhlmdm(l)ypruda)bqlhnufuruolmdbrpuw

ol 'y

duced from the interval of intervals of the # or fi

L3 i
With Gas Balancing Agreement

b mmpummummwum

1G4 Grbe i weds SR
Loer” .ﬂu'x!-,nlhm London

! [ ui aomvey o 8 p-.u.j
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ARTICLE VI
contined

‘B"““"‘“"""’“““””Wmmm"hmcm"mwmuwdbwmmw.dm
mnmbum.ﬂwmmbehnnﬂohndnpmmmdh&mc'dnmdmhm
&numhnhwdhmdp«dwﬁmhmmm&dm@&' There shall be 1 readjustment of
interestsin the remuining poction of the Contract Ases. H ' A

‘, t
Theresher, sbandoning pacties shall hive 1o further resposibility, lisbility, u&whﬁcw«mdwmm
duwdlintluinmnloﬁnmnhMmmmmmyddumhdhmhdmhun@memdmhm Upon re’
quest, Op shall inue v op the nsigned wﬂhhmd&cm%&mﬂamnmemmddwwcm-
plated by this agreement, phus any sddicional cout and charges which may arive as thq resulz of dbe sop hip of the antignad
mtUponWmdmpmmhm)mmaw.mw«mmmmmmn
rtpurdmempmthmhmewd(nﬂngdnmmhmuh)uﬂwﬂdpawmmmwudnmﬂmwlhcm

visions hereol.

3, Ahn&md%&m-wmmﬁahdmddgﬁll }wum-hnb;wu»um
Consenting Pacties in the event of the proposed abandk of any well excepted from ndl\nidﬁ.pmv\dtd , bowever, 0o well shall be
permancatly phugged and sbandoned unless and until olf partes baving the right to condbx furthes pperations therein have been notified
dwprwwmmmmmw»mmmmpmmmmﬁum
VIE.

ARTICLE viL ! :
mmmnmm mn mmx.mf or rAnms
% l

A. Lisbility of Partiess o 3

The tiability of te parties shall be several, pot joing or. Collective. Each party uwhqnlyhrﬁsabw'm
shall be lisble oaly for Its proportionate share of the costs of developiag and opefeting ths Conteact Ares. Acéordingly, the lens gr
mmmhMWmemmdymd&ddﬂmﬂy lulnudu d_thcp-rﬁnbauu_mt
Mmuwbemmdnmh;,cmhﬁ\gummk«m&ﬁm of to rende endet the parties able a3 partacrs.

B. Liens and Payment Defaults:

;
t
'
'

'

Eack Noa-Operator grants to Ope _-Henuponmnﬂmdnmhunchccwuxxhq.mdamdzyhmhln:hm'
oloinndktmwhmcxm:undmmammpmt.bmmdmmdamwmhmdmm
at the rate provided in Exhibit *°C"”. To the extent that Oy bas » socusity intereat under thie Unilorm Cocursiercial Code of e
state, Operstod shall b eitiled to exercise the rights and remadies of & secared party uses the Code. The beinging of a suit aod the ob-
Mdldwmhw&hmwhﬂmkmm#Md:w«mMﬂnﬁm
rights or security interess as security for the pay thereof. In additiva, ummvymymmnthmmdiumN“'
of expenoe, mmmwmm:mnmmummpmmmwuwm
thu-leohndaNmOpmhuﬂmeddlnﬂbrpumﬂthemovdbynd:NmOpmﬁ.phlbmhuMpﬂE«:h'-
puudu«dunbemoddm:ﬂyupmommswdmmzmnhuhempwdmwwmsmhm
mdskcuntymauoth:blm«“ 0 secure pay of Opesstor's proportiops sh-teof p

12

xfmypmyhhorumabkumhmdw-ﬁhhm(éo)dgsmmdawmmby

. Opamr.mcmddmlm‘p-ma.mlu&n;%«-w,mwmmbyw mmwmhhmm:

thehmolnd:mhpmybunwdwlnmd-nmmwmnmb{ghmdhmﬂmaﬂwm
mwwuwwumqnmwnumm, .

quuumdhmnthu : L '

w-mwwymwummpqum hn:mdinmm
mmmdmmmmmmmﬂwummuhdm mmmwpmpw

" tiocate shates upon the expense basis provided in Exhidit C"". OpermeqnmumrdHMhMmM

Mn.upmhmmindch:sundadhu-hndw ) |

Operstor, at its election, thmmkmdubdumwdn:ﬂnmdnoﬁuwﬂsmwmm

of their respective shares of the esth of the expense %o be i d in Jons hereand hrh;lhuxtamdu
month, Mnﬁlmyhu«dsdmbbynbnﬂdmmethmdq ized ecent of such estimated expense, tog
with ma invoice for its share thereof, Each such statement snd iavolos for the payme In/sdvs dudmmd pense shall be submitted

mammmaydummmmmmmumhmmmam
sfum(u)dm-fmmmndhmhmﬂmmﬁbwmhmdnﬂmmnﬂm B aou
mmmmuwmm“c"nmpanwmuumwmmm indipgt
mwhdMuﬁme&ﬂthdeﬂwhﬂmﬂ md no more. K

D. Limindmdkxpndhms : ) S ;

1 Ddllotb_iegg Wtﬁmtddp&.mwﬂﬂh*ﬂuw,lwmw!ﬂ iP5
pummmﬂumhbudkddcnaldthhum Guuu\o&cdﬂmn.ordwaﬂum
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ARTICLE VII N

continued !

0 Optioa No. 1: Mmymdmfwhmuuwng,mmwmmdMWd,mdu&ng
nnccs;rymhgmdlormrbehdlma. M .

® Option No. 2: Al ,expmdlmmfnrthed:ﬂhngordnpmmndmdgdthe Wlmsuchnﬂlmmhedm
suthorized depth, and all tests have been compieted, and the results thereol furnishéd to hwnu.Op«anpvelmmedumnm
mwm%lmmhummt(owummdtmnphcmmThewmamqugmthvebnyﬁdu
(48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect to participate in the sétting of casing and the completion at-
tempt. Such election, when made, shall include consent to all necestary expenditures fof the ing and equippirig of such well, in-
cluding necemary tankage sndlor susface facilities. Failure of any party receiving such nitice to within the period above fixed shall
coastitute #n tlection by that party not to participate in the cost of the completion eurempt. lfontotmc.butksthmnﬂohhtwua.
elect 10 set pipe and to sttempt a completion, memvmdmwﬂlham((mephm“lmm;,dmgorplum
back”* o3 conthined in Article V1.B.2, shall be deemed 1o include **completing’ ") shall apgly to the ogerat ducted by less
than il parties,

t
2, RcwoclorPlugM Wuhouubecmmtohllwﬁu no well shall be rewogked or phy, back except s well reworked or
P‘“x&fdbtkwmmttomepmvmmdArucle.B.zdm-wwnmL&nwutédzrmm;uplxwgbtkdawnM

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

and/or surface facilities.
30&«9E|mwmmm¢mmdmp«du.0pmwmnwunduuhmymgb ressonably estimated

to fequire on expenditure in excess of . E1LEy Thousand Dollars (3... 50 000.00 )

whcm'imlwﬂ.m&m:mmmmpm&rmnpmérphmlwdwh:hhabm
peeviously suthorized by of pursaant to this agreement; provided, however, that, inicase of explosion, Gi¢, flood or other sudden
emesgency, whether of the same or different nature, Operstor may take such steps and incur such expenses s in its opinion are recuired
to deal with the emesgency to safeguard kife and propesty but Operator, a3 prompey as posaible, shil repoct the emergency to the ocher
mﬂwmuwm&upmdsm(mhmwm.mmmf ish any Non-Operator so requesting
an information Whmywwmmmmbmwﬂﬂnﬂ—————
Deollars S .00 butlmthmthemmﬂmsetbﬂhnbovﬁnq:hmmrh

E. Rentals, Shut-in Well Payments aad Minimum Royalties: N 2 )

. chlll&&hul-nwdlwymuuﬂmmmmyahuwbmhm-ybermmdm&udnud’molwthdnllbepudbydle
pasty or parties who subjected such lease to this agreement at its or their expense, Inthk:vmnwdnrwep-mesmandhwecm ’
mbumdmuremnlhgmlua(o«hu:grmt.mhmmydmemotmmwmkemdpxymuhm,.1
behslf of all such parties. Any party may requess, mdshdbeenudedwmdve.pmp«mqulanwdnpmmulnzhuvemol.
failure to make proper payment of any rental, shut-mnﬂpaymtumhmmmy-kylhmugbuuukeuwuigm where such pay-
Mknqulredtomdnuthehumblu mybuwhrhmulukomwdcmnpcymtduﬂ‘xbmmxuxdammlblh@pm-
visions of Astide IVB.3 .

. )
i

. : t .

Op«mrMnndeonOpumdthemddpmdmpkﬁmolnhut—inps‘irdl.onhe;dlutdnunormumwproducu'm
of 8 producing g=s well, st least five (3) days (excluding Seturday, Sundzy and legal holidays), or st the earliest opportunity permitted by
circumstances, prioe o taking such action, butumunolhbihqbthlunlodow}n&cqudhilunbyopu:mvwwmdy
Non-Opa'w‘thebudmyqucmtribueadhmbmeOpmwrbrmemﬁedmdyp’ymuofmy:hm-uweﬂpuynmt
shall be borne jointly by the parties hereto under the provisions of Article IVB.3. | :
F. Taxes: . ‘ i

Beginning with the first calendar year after the effactive date heseof, Operator shall render for ad valorem taxation all propesty
subject w0 this ogreemeit which by lsw should be rendered for sch txxes, end it shall pay all such taxes smseseed thereoq bekore they
become delinquent. Prior to the rendition date, esch Nom-Operator shall furnish Operstor information 28 to burdens ((o include, but not
be Limited w, royalties, ovestiding roysities and production peyments) on leases snd il and gas Sntevests contributed by such Noa-
Operatoe, U the d valuation of my lessehold eatate is reduced by resson of its being subject tp outstending excess royalties, over-
riding royaltles or producti , the reduction in ad val mmxldn]tha:ﬁuﬁxhﬂi!mmthebengﬁ(dlhemof
M&MWM.MOWMdiuhMyan«dms to reflect the benefit of such réduc-
tioa, If the ad valorem taxes are based in whole o in pasrt upon separiste valuations of each party’s wi interest, then notwithstanding
snything to the contrary hesein, dnrgamdnioimmmmnb:m&ndp-ub’;mm;hmhmdmmméu
vduesmmbymhpny:wﬁghwm%wmwhwumhmmmmmdmmmh
the manner provided in Bxhidbk “C"’, . R

t
HOpammndmmyuxmmmmOpmnmy.nmdkmmmmmeumemd? .
ptﬂmbedbylnv,mdprosccmlhcmwa&d&mmlmmhudwmahemmmmemmwlwdam

mination. During the pendency of sdministrative or judicial Jings, Op sy elect to pey, protest, all such qnd any
interest and penalty, When sny such protested ssexsment shall have been finally determined, Opu#ashlﬂpnythenxior t oc-
MWMWM&«MMW.MWWMMMNN&WWW and be paid 4 .88
ptoviddlnExMNx“C" . ! i

quduﬂwyummhpdmpmdumuvm.m ythm.lndodufll’aimpond
nnwodmﬁoauhndlhgdmchp.msshmdodmﬂwppm&dum&(md!h-m INE
{ 5
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'A. Surrender of Leasass ' “'

mhnmummlmpﬁymd«mmmtdmw wiﬂm:wmty#mh,uq
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ARTICLE VII - : A

1
A(mumwhﬂemlmcmmmdhuw Opmmfshxﬂoomplyvidxldnwkmmlmpumdouhvol
the state where the operations ere being conducted; provided, b , that Qp myh-iﬂmhwvmdumdm
pamnonhmmwhu-heventthzonlydurgethnshdlbemadewdu)dntmnﬁuﬂbeupmviddhEﬂ:ﬂ:it"C".OpuueérM

;mm«mwummmmmemmdumumdmdmmm 0", axached to ead made & parc
- hereof. Opmuxlhnllnqm-!lmumam::mkonorbfu\econml\mwcwplymmthemkmm loompamdm

hwoldwmmvh«elheopmumumbmgcmdumdmdnomunummchotha ice a3 Op may req

In the event auhmbilepubhcllubﬂlty'hmmhspdﬁdinﬁ&ﬁbi “D".otmthu':mly receives the approval of the
p-rﬁa.nodbmclwgeshnbenudebyOpmwtbrprenﬁmpddlamimérmbt?puugt'smmduequipmt.

© ARTICLE VIIL
ACQUISITION, MAINTENANCE OR 'rmmm OF mi‘mm

A
Thclnauomuedbythulyunmt.mwluummmhm&amumﬁnmhwmdh'ﬂwh
or in pert unless all parties consent theseto, g

m.:houldnypmyduintomm&iuhwhny‘luwh-{lymw.ﬂhmmdum
agree or consent thereto, the party desiring 1o survender shall asign, without expressoc Implied| wasranty of tide, all of ity jnterest in
such lesse, or poction thereof, mdmywdl,mwhl-\dcquipmmvhkhmqbfbmdumm-dnyﬂghuhmm
thereaftes secured, to the parties not 3 to such der, If the interest of the assigning party Is or includes wn oil and-gas in-
terest, them;nhup«\yshlﬂmumd'ddlmwmepniycrpu&lmm to such an oil and gas lease covering
mcboﬂu&dwhmhnmdm(l)y«:mdnbng&ud&nulnﬂu;"h from the land covered thereby, such
Jesse 10 be on the form srtached hereto as Exhibit “B*’, Upwm;-iymmlorlem,dum ing party shail be relieved from all
obligations theresfter acrruing, but not theretokore accrued, wuhrupectwlhenmmpdo lessed and the operation of any well
amhubkﬂnammdmmmyMMmehmnﬂprhm[mhumdiqudw&
mmmw~mmm«,mm¢mwmam~t§ck Thie pdsty ssignee or lexsee shall pay to the
party axsignor of lessor the £ blz salvage value of the laiver's interest in any wells and equipment steributsble tw the auigned or Jeas-
ed acreage. The value of st material shall be determined in sccordance with the prov ‘of Exhibit *‘C"*, lew the estimated cast of
salvaging and the estimated cost of plugging and sbandoaing, If the assignment or ledse is in (svoq of more than one party, the Interest
mmhmw‘mmhhmmmmum-inmdud-&n wulinumohl;u:hymia. .

Anymmnbnummﬂumuhmmamwdmmim assignoc’s, lessor's or surrendesing
myshwunmunmdhdybdmd\emmgbnwmnmhmbdm the Contract Ares; and the scresge
agsigned, leased or surrendered, ¥ perath Mm.ﬂuﬂmwahwbhqwd:wmmdpmmdmn
agreement. :

B. lacw-lot!:n:mhndhuas '
]

wmmﬂurudwmnkmmnwmmnmdmwﬂmmapm .‘ i
idterests held st that time by the parties in the Contract Ares.

i
1f some, but Jess than all, of the purties elect to participate ia the purch ; 'lnu it shall be owned by the parties
who elect t participate thesein, b & rato based upos the relationzhip of theif rexpectivelp ! participstion i the Contract Acea
 the aggregate of the percencages of participation in the G Amdmmnmikmpmamwm
MyrmdhuhvmummmdmmwﬂdmMwhub)eguthh-pmnt.
Y _
Eadapmywhowﬂqmuhﬂumdnmdmmnhmﬂwtdibmﬁmmhmdmeh
by the scquiring perty. '

mpmmdmummmwwhuwwmquu& ﬂ covuedbytheeqnnn(hu
wm«mbamdnumammdeMhnhhumh of its predecessor lease, or taken or
mﬂxtdhwnmhu(b)mmdmhmnﬂmdhmumh 1o this' provision; but any leme r con-
unmdhmthnnx(6)mhduhmmdnm&n;heﬂmhdsmdumnﬂhnmdhﬂmbe: Rbject to
the provisions of this agreement, L)

Thewishminthiiﬂnﬁelhddlokqﬂhbkhumhmddudpszm.
C. Acreage or Cash Contributioos: : 'f
m&hwuhhw.dnymmmhamﬁhﬂmdm?hw&

operation on the Contract Area, such contribution shall be paid to the party who the
applied by it against the cost of much drilling o other operation., If the {butico be in the form of

EZR] "
e P 2D 9IRS G 1 VR :
S AV ¥ AR W )
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'hmyobmnmsuppmdmywdlumyuhcmmmh&nmm '!bubwe‘
~wulﬂ;huwmmoum&dn0mumm-h:hmhnwmdnvdldrdkd

equipment snd pmducdou unless such disposition covers either:

i i
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continued : !

d by provisions id wmthmMmthpm

! wdmdwm&ami
ammdmumuwhmmvmc

If any perty bnay d
idesation shall not be d

D. Maintenance of Uniform Interest; '
I
For the purposée of ini iormity of ip-in the ol and gy lessehod it covered by this agreement, no
party shall sell, encumbes, mmhummmmumwumumwmmc@mm.whm

x.mmanhmdmawqhdmmmw:mmm;&
2.mmmﬁwmmmhammm®:mmmm&cmmm

Every such sale, encumbeance, nudcum&mmmwmymmumdenwudynmwmnm
md shall be made without peejudice to the right of the other parties.

U.lﬁymmehmdmymyhdvﬂedmgmdmdbyhlarmewv Opmm,umdhaehon.mly

.mmnw&mmﬂnﬂ#muw-@ﬂmﬂwﬂqwm&m expenditurey, receive billings for
mdwonndpynwhpmyu&mddnbmuymu.-ﬂmdulmvﬁh.d power 1o bind, the coowners of much
“party’s lnterest within the scope of the operstions embraced in this ag) t; b , all such fo Mluvcdndgljudnmter
into and all of agr hhdwmdwmmdm and gas produced from the Contract
Ammmy.uhnmnmmwc. pacately, p of the sale pr ';:.mml
:
B. deudm;huwhnmonx :
U permitted by the laws of the state or sistes in which the peopesty covered is bested, each party hereto owning an

undnvidadhmm:mtheOmtuctAmwdvaanymd-llnghmmyh-vcwpmhonmdm sct a3ide to it in severalty its undivided
interest therein.

F. Preferential Right to Purchase:

'Am.iu}uﬂptmdnivewﬂmnu&mbmoﬁamﬁmmwmmﬁﬂﬁpropueduk:m' ‘nclude the

pame and address of tie prospective purchaser (who must be ready, -il!ngmdubhno she-paichiase price, and all other terms

o(theolu mmwdud\dmuhmmmmﬂghl.lul o obent TI0 hyuﬁ:teozipldthzmﬁm.wpuid\m
othey ps poee doasl right is exercised, the purch

be total interest of all purchasing par-

po-prefs fishes to mortgage its interests, 'or to

b mgu.mmhm.w&muukdnnotwbsun:mlryandn:u&umlwbddhryormm

PORCTONY Y ok
y-owas NOrty-of-the-se0ex.

Py - y-of-0-por Patry Y-Company

ARTICLE IX. '
INTERNAL REVENUE CODE ELECYION

. This agreement is not intended 10 create, and shall not be construed to creste] s relations
for peofit between or among the perties heseto. Nmnwuuypwumhuudnmeﬁ;h
-ummcamamamm-mxwmmmnmmm

this and the jons h d ueup'ddn-pumdup.
Mdnlmmdddﬂuwwsbmd&xbchpu“x"ctwlsn "
mmdmdw&omdby&ﬁm?bldth&demdhmmkdoumlpmﬂdumw

hip of pertnership or an associati

ks snd lisbilities hereunder are several
pertnership, if, for federsl Income tax
h«tbyn&mdehcowbeadhdd
mﬂhm%dlﬂum
rator is authorized and directed to ex-

exute on behalf of each party hereby affected such evidence of thia election e may de fequired by
United States or the Federal Internal Revenue Service, including specifically, but ot by!way of i
wnd the data required by Federal Regulations 1.761. Should there be say requirement that
deMW.a&MmMmaMMMWM«h&
Federal Internal Reveaue Service or as may be necesary to evidence this election. No such party sl
sction inconsistent with the election. made hefeby. i any peesent or future income tax lews of the
Ares is located or sny future income tax laws of the United States contain provisions dimiler o ¢
Subtitle **A"", of the [nternal Revenue Code of 1934, under which mn election similar to, that
miteed, each party hereby sffected shall make such election o tity be permitted or by
tion, ech siich perty states that the income desived by such party from operations
computation of prrtnerabip taxable income,

a2

the Sicretary of the Tremsury of the
tion, ol of the returns, statements,

! plrtyhu!bylﬁemddvclutﬂlu

Use X
[mwu-‘-wi-u- B wniry bY e

At 3 A riotann of ety gt
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g
ARTICLE X. !
CLAIMS AND LAWSUITS !

Wmmm;aknymmwmdmmum«mrﬁﬁxm”
exeed__Thir¥y hhousga

nd

rrations hereunder if the expenditure
Dollars

(L_!hm&_qmumpmkhmmmmmamm
Ceeds the above amount, the pacties heceto shall assume and take over the further of the
Jelegated to Operstor. Mmdmdhnﬂln&uuﬁn&uub«wmdsﬂunhjwd:
pense of the parties participating in the operation from which the chaim oc suit asises. ¥ & claim is t;
sued on sccoant of any matter arising from operations hereunder over which such individual has
Ommwmnwmm.mhmymﬂmmdhdymmmmwnrdm«
or suit v .

b

be amount required for settlement ex-
clsim oc suit, unless such suthority is
claim or wuit shall be st the jrint ex-
pdr against anry paety or i any pasty s
ho control because of the rights given
uit shall be treated as any other claim

ARTICLE XI.
FORCE MAJEURE

If any pasty is rendered unable, wholly of in part, by force majeure to carry outits obligat
the obligation to make money payments, that party shal give 1o all other perties pfompt wri
ressonably full particulars concerning it; thereupos, the obligations of the party giving the notice, |
majeure, shall be suspended during, but no longer than, thcmn&umcedthchm:m&m
dlhammnm:d:hummundmnlmnqukﬂyumuﬂmbh :

mmthnymmkarWﬂmmmﬁhdb‘uM

under this agreement, other than
notice of the force majeuse with
far a8 they are affected by the force

el affected party shall nse all ressonable

0ot require the settlement of strikes,

Tockouts, or other labor difficulty by the perty involved, mmxummmmmumuwwunwy

mdundudsmondthemyeommd

The term “*force majeure’”, uhucemphyd,duﬂwumdm,wh,lmhm qro&umm&nuhm.md
the public enemy, war, blocksde, public riot, lightning, fire, storm, flood, explosion, goyernmental{action, governmesital delay, restraint
or inaction, Wqﬁwuﬂnyodwm.wmdmkmw&mymmmdemwhkhi-

not ressonably within the control of the party clainiing suspension.

ARTICLE XI1.
NOTICES :

+

, unless otherwise

horized or required b the parties and required by any of the provision

All novices

of this sgs

specifically provided, shsll be given in writing.by mail or telegram, postage of charges prepaid, o by telex or telecopier and addressed 10

the parties % whom the notice is given st the sddcesses listed on Pxhibig *“A°’, The ori
shall be deemed given Galy when received by the party to whom such notice is dicected,
response thereso shall run from the date the originating notice is received. The

ting natice given under any provision hereof
the time for such party to give any notice ia
or anry responsive notice shall be deemed given

when deposited in the mail or with the telegraph company, with postage or charges prepsid, o sent by telex or telecopier, Each party

shall have the right to change its adress 8t any time, and from tine to tme, by giving wrirten
. . : !
ARTICLE XiIt. N
TERM OF AGREEMENT |
- {
© This agreement shell remain in full focce and effect a5 to the ol snd gas lesses apd/or oll
period of time selected below;, provided, howtever, 0o perty Mmshnmummegulmm
hnewoﬂudmhmmvhﬁdbyivmmqudhmdlhhw

a mmﬂo,l.&\ouumydduodmdmhuuwmmmewuhu
of the Contract Ares, whether by prod 1 or otherwise, z

@ OpthnNo thhcevmduwdbaibtdhl\rﬁchw.A wmynhequmvdl
;Emm&ndoﬂndlarmmwmmmhw*dm
wells produce, or are capable of production, and for wn sdditionat period of dnyﬁmn

notice thereof to all other pasties.

ga8 interests subject heseto for the
tight, title or interest in o to sny

gre continued in force as to any part

irilled und m‘y ision of this
¢ In force 30 long 3 any such well or
son of all production; provided,

however, if, mwhamdmwwd.mumdhmm'cu
ing, plugging back, testing or sttempting ta complese 3 well or wells hereundar, this agreement
tions have been completed and H production resalts therefrom, this agreement shall continue in
well described in Article VI.A., or any sub well drilled b

)

mgmmwm_ﬂﬂ_apmmaRdedﬂ

1t is agreed, however, dummmdmumhnmm“ym
-ccmedotmxhdmmdndmdmm

’
s
!
v
I
'
‘

& uubhndqbde nd 1o other well is producing, &
of producing oil andios gas from the Contract Ares, this agroement shall terminsse onless drilling, deepening, plogging back

mhm&mm
continue in foroe until such opers-
s provided herein. In the
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COMPLIANCE WITH LAWS AND REGULATIONS
]
A. Laws, Regulations and Orders: ' i
' i
mwmumbmmmemmonhmdmemunwhkhdkConumAmi:hamd.mzheuMmles,
regulations, snd orders of any duly constituted regulatory body of s1d state; snd 10 all Shher spplicable fedesal, state, and local I, or-
ditances, rules, regulations, xid orders. 4

B. Governing Law:

This ment and all ining hereto, i but not limited to, ofp , noa-perk , breach,

nm.pmdm.nmﬁmdhwymmwcmm.mumeﬂnd by the law of the state in which
the Contract Area is Jocsted. l(theCmmtAmhmmwmmeu.mhwdthquud

stall govern,
C. Regulatary Agencies:

Nothing herein conmined shall grant, o be construcd to grant, Operator the right oc authofity ¥ waive or relese sny rights,
mm«wmnmwmmmmmymmwuumhmuwmlq regulations or ocders promulgated
under such laws in reference 10 cil, gas nd minersl operstions, inchuding the location, oﬁenncn or?todncﬁondwls.oamcndlut-
ting or adjacent to the Coatract Ares.

With respect to operations h , Noa-Op -wwrdmeOpamlmmmymd
and causes of action srising out of, hddmtmumhm&mtymindimﬂyﬁromoutm's
rulings, regulations o arders of the Department of Energy of predecessor o successor agencies to the extent such interpretation or sp-
plication was made in good fith, Each Non-Operator furthér agrees w reimburse Ope: : spplicable to such Noa-
Operstor's share of production that Op may be required 1o refund, rebate or pay a3 3 result o such an incorrect interpretstion or
tpplication, together with interest and penalties thereon owing by Operatoc as # result of such i :

Noa-Operatocs suthorize Operatoe 1o prepace sitd submit such documents as may, be ed to be submitted to the purchaser

dmymdmmuwmymmammmmwmdm "Crude Ol Windfall Profit Tax Act

of 1980"", ummybummddkomdxu(om("m").ndmyulﬂmhﬂuuo'mlaw ich may be issued by the Tressury

Dwmlkmmmmmnwwdunmmhumwmmmh&mymd certifications or other informativa
thh-mnudwhmwbysidAan-nnﬂymmﬂhmﬁnntwnw\%!mpﬁmmwm.

i .

ARTICLE XV. " ,

OTHER PROVISIONS ,

 PRIORITY OF ELECTIONS:

Notmthmndmgmythmghmmtodnconum muyeedthuwhqwawcﬂ hlvcbeendnlledtothn

objectxvcdepthottheobjecuveformauonandtthuucnnnngbnhcwe cannot mutually agree upon

the sequence and timing of further operations regarding said well, thefo elections shall control in

order of pricrity enumerated hereafier: ,'

a An clection to do additional logging, coring or testing; f

b. An election to attempt to complete the well at either the objective depth or objective formation;
¢ Anclection to phug back and attempt to compléto said well at altanaTiVedepthorfmﬁon;.
d  Aaclection to doepen said well;

e An clection to sidetrack said well,

It is provided, however, that if, at the time the Consenting Pasties are considert

‘the above clections, ﬂwholeumwchacaxhumthulmablypmdmt exator would
“notconducnhcopmnuucwucmphtcdbythepmlxclevofvedﬁorf of
placing the hole in jeopardy or losing the same prior to completing the objective
depthaob;ccuvefanmm,mhcmshaﬂbeebmmwdﬁmlhopmm
hereinabove set forth. :

S14-
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ARTICLE XVI.

mmmumnmummwum&dmwm&nmmmgm

kﬂlwmm-dudp

This i may be 3 tn any number of counterp ...'uchut-m{'mummuawh.nm
N WITNESS WHEREOF, this agreement shall be effcctive s of 13t _éjayd March ; 19.97..
OPERATOR _ |
0XY U§A Inc;
Attorrj’ey—in rFact

'
1
B

NON- OPBIATORS

“*

Threshpld quelopment Company

Bys

Leland Hodges ' i

. { e
Broad Streey Financial Company

By:

Herbert F. Boles . . }

Norma J. Boles

-13.
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EXHIBIT A"

Attached to and made a part of that certain Operating Agreembnt dated March 1, 1997 by and

between OXY USA Inc., as Operator, and Threshold Dqulopmé“nt Comjj

!
|
3

!

Sections 8 and 9, T19S-R29E, N.M.P.M., Eddy County, New Mexico.

g

OXY USA Inc, _ 100
Broad Street Financial Company ' 0
Leland A. Hodges, et vir 0;
Herbert F. Boles - 0:
Threshold Development Company 0

OXY USA Inc, o '  50.000%
Broad Street Financial Comipany - D18.750%
0,

Leland A. Hodges, et vir 593
Herbert F. Boles 0.31
Threshold Development Comparny D25

IV.  Addresses of parties for notice purposes:

OXY USA Inc.

Attention: Primary Oil & Gas Team Landman-NM
P. 0. Box 50250

Midland, Texas 79710

Broad Street Financial Company
37 West Broad Street, Suite 1100
Columbus, Ohio 432154132

any, a3 Non-Operator,

%
2%
0%

Leland A. Hodges
115 West 7th Street, Suite 1310
Fort Worth, Texas 76102-7013

Herbert F. Boles
P. 0. Box 2021
Midland, Texas 79702-2021

Threshold Development Company
Attention: Bud Vinson -

Fort Worth Club Tower
Penthouse II, Suite D

777 Taylor Street

Fort Worth, Texas 76102




Exhibit “A”

Page2

V.  Lease Schedule;
LEASE DATE: April 10, 1939
LESSOR: State of New Mexico
LESSEE: Continental Oil Company
SERIAL NO. B-80%6
RECORDING DATA: Not Available

DESCRIPTION: All of Section 8, the SW/4NE/4, the NW/4, the SE/4 and the SW/4 of
Section 9, T19S-R29E, N.M.P.M. limited to depths below 3000",

Eddy County, New Mexico. :
LEASE DATE: December 1, 1991
LESSOR: State of New Mexico
LESSEE: . Mitchell Energy Corporation
SERIAL NO. . VA-0465

RECORDING DATA: ° Not Available

DESCRIPTION: “The NE/ANE/4 of Section 9, TI95-R29E, NM.P.M. limited to depths
below 3000, Eddy County, New Mexico.

LEASE DATE: December 1, 1995
LESSOR:: State of New Mexico
LESSEE: * Ameristate Oil and Gas, Inc.
SERIAL NO. " VB-0455 '

RECORDING DATA: Not Available

DESCRIPTION:  The NW/4NE/4 and the SE/4NE/4 of Section 9, T19S-R29E,
N.MPM. limited to depths below 300", Eddy County, New Mexico.
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) Recommended by the Coundl
KER 601, soxeco . of Petroleum Accountonty
TULSA OK 74101 Secieties

{1,
EXHIBIT “ec”

Attachpd to and made a part of
A H [1 d B

Non-Oparatox.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

1.  Definitions

"‘JOiirlt;c I;lr:ierty’ shall mean the real-and persona) property subject to the agreement to which this Accounting Procedure
s 4 .

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

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

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

“Parties” shall mean Operator and Non-Operators, ,

“First Level Supervisors® shall mean those employees whose primary function in Joint Operations is the direct supsrvision
of other employees and/or contract labor directly employed on the Joint Property in & field operating capacity.
“Technical Employees” shall mean those employees having special and specific engineering, geological or other profes-
sional skills, and whose primary function jn 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 classitied in the Material Classification Manual as
most recently recommended by the Council of Petroleum Accountants Societies. :

2. Statement and Billings

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

count for the preceding month. Such bills will be accompanied by statements which identify the authority for expenditure, -

lease or facility, and all charges and credits summarized by appropriate classifications of investment and expense except

:ihat \lm of Controllable Material and unusual charges and credits ahall be separately identified and fully described in
etail.

8. Advances and Payments by Non-Operators

A.  Unless otherwise provided for in the agresment, 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 advince is required, whichever ia later. Operator shall adjust each
monthly billing to reflect advances received from the Non-Opérators. :

B. ' Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If pﬁymeﬁt is pot made
within such time, the unpaid balance shal} bear interest monthly at the prime rate in effect at an eri
in San Francigco _ _ 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
{8 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 ariy Non-Operator to protest or question the correctness thereof;
provided, however, all bills and statements rendered to-Non-Operators by Operator during sny calendsr 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
Opérator for adjustment. No adjustment favorabls to Operator shall be made uniess it is made within the same prescribed
period. The provisions of this plrazrvh shall not prevent adjustments resulting from a physical inventory of Controllable
Material as provided for in Section V. . '

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.
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A. A Non-Operator, upon notice in writing to Opersator and all other Non-Opersators, shall have the right to audit Opers-
tor’s accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, howaver, the making of an audit shall not extend the time
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section -
_I. .Whero t.hen are two or more Non-Operators, the Non-Operatora shall make every reasonable effort to conduct a
Joint audit in a manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no por-
tion of the Non-Operators’ audit cost incurred under this paragraph unless agreed to by the Operator. The audits
shall not be conducted more than once each yesr without prior approval of Operator, exospt upon the resignation or
remova) of the Operator, and shall be made at the expense of thosa Non-Operators approving such audit.

5. Audits

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

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

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

I1. DIRECT CHARGES
Operator shall charge the Joint Account with the following items:
1.  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 Operationa, Such costs may include surveys of an ecological or archaeological
nature and pollution control procedures as required by applicable Jaws and regulations.
2.  Rentals and Royalties
Lense rentals and royalties paid by Operator for the Joint Operations.

3. Laber

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

B. tor’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to employees
- whoeso sslaries and wages are chargeable to the Joint Account under Paragraph 8A of this Section I1. Such costs under
-this Paragraph 3B may be charged on & “when and as paid basis” or by “percentage assessment” on the amount of
salaries and wagea chargeable to the Joint Account under Paragraph 8A of this Section I1. 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 authorily which are applicable
to Operstor’s costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section II.

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

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

Actount under Paragraphs 8A and 3B of this Section II shall be Operator’s actual cost not to exceed the percent most recent-
ly recommended by the Council of Petroleum Accountants Societiea. .

8. Material

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

8. Transportation
Transportation of emplayees and Materisl necessary for the Joint Operations but subject to the following limitationa: -
A. It Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall be made

to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like material
is normally available or railway receiving point nearest the Joint Property unless sgreed o by the Parties.
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10.

il

12,

13.

14.

15.

count for & distance greater than the distance to the nearest reliable supply store where like materia! is normally

available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be

rx;mde to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the
arties.

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

Services

Tha coet of contract services, equipment and utilities provided by cutside sources, except services- excluded by Paraxnph
10 of Section IT and Paragraph i, ii, and iii, of Section IIL. The cost of professional consultant services and contract|ser-
vices of technical personnel directly enmed on tha Joint Property if such charges are excludad from the overhead rates.
The coat of professional consultant services or contract services of technical personnel not directly engaged on the Joint
Property shall not be charged to the Joint Account unless previously agreed to by the Parties. .

Equipment and Facilities Furnished By Operator [
A. 'Operator shall charge the Joint Account for use of Operator owned equipment and facilitiés at rates commensurate
with costs of ownership and operation. Such rates shall include costa of maintenance, repairs, other operating expense,
insurance, taxes, deprechuon, and intorest on gross investment less accumulated depreciation not to exceed
reent (B %) per annum. Such rates shall not exceed average commercial rates currently pro-

vailing in the 1mmedhta area of the Joint Property. ]

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

|

Al coats or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses
incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator’s gross negligence or
willful misconduet. 0peruinr ahall furnish Non-Operator written notice of damazu or losses incurred as soon as practicable
after a report thereof has been received by Operator.

Damages and Losses to Joint Property

|

\
Legal Expense ;
Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and
amounts pald 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 edpense of outside attor-

neys shall be made unless previously agreed to by the Parties. All other logal expense is consider be covered-by the
gverhead provisions of Section III unless otherwise ugreed to by the Parties, axcept as provided in Section I, Paragraph

Taxes

Al taxes of every kind and nature assessed or levied upon or in connectlon 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 mads and paid by the Parties hereto in accordance
with the tax value generated by each party’s working interest.

Insuranes

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

Cosut{s incurred for abandonment of the Joint Property, including coats required by governmental or other regulnmry
authority.

Communieations

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

Other Expenditures
Any other expenditure not covered or dealt with in the toregomc provisions of this Section I1, or in Section III and which

3:: dhi'eet benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint
irations.

B. 1 surplus Matarial is maved to Operator’s warehouse or other s point, no chargs shall be made to the Joint Ac-.
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IIL. OVERHEAD

Overhead - Drilling and Producing Oporations,

i. As compensation for administrative, supervision, office services and warehousing costs, Operator ehall charge drilling
and producing operations on either: . .

5)‘) Fixed Rate Basis, Paragraph 1A, or
. ) Percentage Basis, Paragraph 1B .

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of alt offices and salaries
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph
8A, Section IE, The cost and expense of services from outaide sources in connection with matters of taxation, traffic,
accounting or matters befors or involving governmental agencies ahall be considered as included in the overhead rates
provided for in the above selected Paragraph of this Section IIT unless such cost and expense are agreed to by the
Parties as 3 direct charge to the Joint Account.

ii. The salaries, wages and Personal Expenses of Technical Employees and/or the oo;;t of professional congultant services
and contract services of technical personnel directly amployed on the Joint Property:’ :

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

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

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

A. Overhead - Fixed Rate Basis

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

Drilling Well Rate §
(Prorated for less than a full month)

Producing Well Rate§ __550.00
(2) Application of Overhead - Fixed Rate Basis shall be as follows:
(a) Drilling Well Rate

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

(2) Charges for wells underguving any typs of workover or recompletion for a period of five (5) consecutive
work days or more shall be made at the drilling well rate. Such charges shall be applied for the period
from date workover operations, with rig or other units used in workover, commence through dste of rig
or other unit relese, except that no charge shall be made during suspension of operstions for fifteen
(15) or move 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 is a one-
well charge for the entire month.

(2} Each active completion in & 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.

(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall
be fomidered as a one-well charge providing the gas well is directly connected t6 a permanent sales
outlet. : .

(@

~

A one-well charge shall be made for the month in which plugging and abandonment operations are com-'
pleted on mf well. This ane-well charge sliall be made whather or not the well has preduced axcept when
- drilling well rate applies.

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

{3) The well rates shall be adjusted as of the first day of April each year following the effective date of the agresment
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 Ciude Petroleum and Gas
Production Workers for the last calendar year compared 16 the calendar year preceding as shown by ‘the index
of average weekly earnings of Crude Petroleum and Gas Production Workers a8 published by the United States
Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian’index as published by Statistics .
Canads, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad-
justment. :

Br—Gverhesd—Rereentage-Bosia- :
“—{1-Operstor sirsit-charge-thedoimt-Account-at-tie-fotowingrates—
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. Percent ( %) of the coat of development of the Joint Property exclusive of costs provided
under Paragraph 10 of Section II and all salvige credits.

(b) Operating

~———a)—Development

Percent ( %) of the cost of operating the Joint Property exclusive of costs pfovided under
Paragraphs 2 and 10 of Section II, all salvage credits, the value of injected substances purchysdd for secondary
recovery and all taxes and assessments which are levied, assessed and paid upon the minefal interest in and
to the Joint Property.

(2) Application of Overhead - Percentags Basis shall be a3 follows:

For the purpose of determining charges on a percentage basis under Paragraph 1B pf this Section HI, development
shall include all costs in connection with drilling, redrilling, deepening, or any rafnedial operations on any or all
wells involving the use of drilling rig and crew capable of drilling to the prodiicing interval on the Joint Prop-
erty; also, preliminary expenditures necessary in prepsration for drilling and gkpenditures incurred in abandoning
when the well is not completed as = producer, and original cost of construgtion or installation of fixed assets, the
expansion of fixed sssels and any other project clearly discernible as a fiked asset, except Major Construction as
defined in Paragraph 2 of this Section I11. All other coats shall be copfidered as operating.

2.  Overhead - Major Construction
To compensate Operator for overhead costs incurred In the constructiéh and installation of fixed assets, the expansion of °
fixed assets, and any other project clearly discernible as & fixed ageét required for the development and operation of the
Joint Property, Operator shall either negotiate a rate prior to {ife beginning of construction, or shall charge the Joint
Account for overhead based on the following rates for any Majdr Construction projectinexcessof $ . ;-
A. __5_ % of first $100,000 or total coet if less, plus
B. —3 . __%of costs In excess of $100,000 but lesg'than $1,000,000, plus
C. .._2_% of costs in excess of $1,000,000.
Total cost shall mean the groas cost of any onefroject. For the purpose of this paragraph, the component parts of a single

prgijeg;;ball not be treatad separataly and the cost of drilling and workover wells and artificial lift equipment shall be
excluded. . :

3. Catastrophe Overhead
To compensate Operator for ovepliead costs incurred in the event of expenditures resulting from & single occurrence due
to oil spill, blowout, explosion, fife, storm, hurricane, or other catastrophes aa agreed to by the Parties, which are necessary
to restore the Joint PropertyAo the equivalent eondition that existad prior to the event causing the expenditures, Operator
shall either negotiate a rajé prior to charging the Joint Account or shall charge the Joint Account for overhead based on
the following rates:
A5 __ %oltftal costs through $100,000; plus
B.— 3 /ot total cots in excess of $100,000 but less than $1,000,000; plus
C. 2 % of total costs in excess of $1,000,000.

Expengditures subject to the overheads above will not be reduced by insurance mwvérias, and no other overhead provi-
siong61 this Section III shall apply. ’

4. mendment of Rates
The overhead rates provided for in this Section III may be amended from time go_timg only by mutual agreement between . ..

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material move-
ments affecting the Joint Property. Operetor shall provide all Material for use o1 the Joint Property; however, at Operator’s
option, spch Material may be supplied by the Non-Operator. Operator shall make timely disposition of idls and/or surplus
Material, such disposal being made either throu%h sale to Operator or Non-Operator, division in kind, or sale to outsiders. .
Operator may purchass, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition A or B
Material. The disposal of surpius 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 of
Material found to be defective or returned to vendor for any other reasons, credit shall be passed to the Joint Account
when adjustment has been received by the Operator.

2, Transters and Dispasitions

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator,
unless otherwise sgreed to by the Parties, shall be priced on the following basis exclusive of cash discounts:
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A. New Materlal (Condition A)

. Other Used Material

oy

{1) Tubular Gopdl Other than Line Pipe

(a) Tubular gooda sized 2% Inches OD and larger, except line pipe, shall be priced at Eastern mill published
carload base prices effective as of date of movement plus transportation cost using the 80,000 pound carload
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for
‘tubular goods exist. If the 80,000 pauns0 rail rate is not offered, the 70,000 pound or 90,000 pound rail rate
g\:ly be used. Freight ch:rzu for tubing will be calculated from I.onm, Ohio and casing from Youngstown,

0.

(b) For grades which are specid to one mill only, prices shall ba computed at the mill base of that mill plus trans-
portation cost {rom that mill to the railway receiving point nearest the Joint Property as provided above in
Paragraph 2.A.(1Xa). For transportation cost from points other ﬂu.n Eastern mills, the 80,000 pound Oil Field
Haulers Auocintion interstate truck rate shall be used.

(¢c) Special end fimah tubular goods shall be priced at the lowest published ourrof-nock price, f.0.b. Houston,
Texas, plus transportation cost, using Oil Field Haulers Association lnterstnte 80,000 pound truck rate, to
the railway receiving point nesrest the Joint Property.

(d) Macaroni tubing (size less than 2% inch {OD) shall be priced at the lowest published out-of-stock prices f.0.b.
the supplier ptus 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 pi) Yn pe movements (exeept size 24 inch OD and Targer with walls % inch and over) 80,000 pounds or more
shall be priced under provisions of tubular goods pricing in Paragraph A.(1Xs) as provxded 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 effactive as of date of shipment, plus 20 percent,

plus tnnsportahon costs based on freight rates as set forth under provisions of tubular goods pricing in Para-
graph A.(1X3) as provided above. Freight charges shall be calculated from Lorain, Ohio.

{c) Line pipe 24 inch OD and over and % inch wall and larger shall be priced {. o.b, the point of manufacture
at current new published prices plus tunaporumon coet to the railway receiving point nearest the Joint
Property.

d) Line pipe, ineluding fabricated line pipe, drive pipe and conduit not listed on published price lists shall be
iced at quoted gﬁcea plus freight to the mlww rer.emnx point nearest the Joint Proporty or at prices
nzreed to by the
- (8) Other Material shall be priced at the current new price; in effect at date of movement, as lated by a reliable supply

store nearest-the Joint Property, or point of manufacture, plus tnmportatiou costs, if applicable, to the railway
receiving point nearest the Joint Property.

{4). Unuaed 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 nesrest the Joint Property.
Unused new tulmlm will be priced as provided above in Paragraph 2 A (1) and (2).

. 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 (756%) of current new price, as determined by Paragraph A,
(2) Material used on and moved from the Joint Property

(a) At seventy-five 1it (76%) of current new price, as detormined by Paragnph A, if Material was originslly
charged to the Joint Account as new Material or

(b) - At sixty-five percent (86%) of current new prlce, as deterniined by Puagnph A, if Material was originally
charged to the Joint Account as used Material

(8) Material not used on and moved from the Joint Property
At seventy-five percont (75%) of current new price as determined by Paragraph A.
The cost of reconditioning, if any, shall be absorbed by the transferring property.

(1) Condition C

Material which is-not in sound and sérviceable 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 of
reconditioning shall be charged to the receiving property, provided Condition C value plus cost of reconditioning
does not exceed Condition B value. .




{5
(2) Condition D

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

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

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

(8 Condition E

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

D. Obeolete Material

Material which is serviceable and usable for its original function but condition and/or value of such Material i not
equivalant 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 Material.

E. Pricing Conditions

1) I.m_.dinx or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25¢) per hundred -
wglght on all tubular goods movements, in lieu of actual loading or unloading costs susteined at the stocking
point. The above rate shall be adjusted as of the first day of April each year following January 1, 1985 by the same
percentage increase or decrease used to adjust overhead rates in Section 1II, Psragraph 1.A(8). Each year, the
rate calculated shall be rounded to the nearest cent and shall be the rate in effoct until the first day of April next
year. Such rate shall be published each year by the Council of- Petroleum Accountants Societies.

(D) Mats;’hl invc;lvinx erection costs shall be charged at applicable percentage of the current knocked-down price of
new Material.

Premium Prices

Whenever Material {5 not readily obtasnable at publisbed or listed prices because of national smergencies, strikes or other
unusual causes over which the Operator has no control, the Opersior 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 t6 the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior to billing
Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and notifying Operator within
ten days after receiving notice from Operator, to furnish In kind all or part of his share of such Material suitable for use
and aeceptable to Operator. .

Warranty of Material Furnished By Operator.

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

V. INVENTORIES

The Operator shall maintain detailed records of Controllable Material.

p 8

Periodic Inventories, Notice and Ropresentation

At reasonable intervals, inventories shall be taken by Operiitor 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.

Reconciliation and Adjustment of Inventories

- Adjustmenta to the Joint Account resulting from the reconciliation of a physical inventory shall be made within six

months {ollowing the taking of the inventory, Inventory adjustments shall be made by Operator to the Joint Account for
overages and shortages, but, Operator shail be held accountable only for shortages due to Iack of reasonable diligence.

Special Inventories

Special inventories may be taken whenever there is any sale, change of interest, or change of Operator in the Joint Property.
It shall be the duty of the party salling (6 notify al} other Parties as quickly as poasible aftar the transfer of interest takes
place. In such eases, 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.

Expense of Conducting Inventories

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

B. The expense of conducting npeciﬂ inventories shall be ch;rzéd to the Parties requesting such inventories, except in-
ventories required due to change of Operator shall be charged to the Joint Aceount.

-




Exhibit “D” - Attached to and mads a part of that cestain Operating Agresment dated March 1, 1997, by
and between OXY USA Inc., as “Operators” and Threahiold Development Company as “Non-
Operator”, .

Insurance Exhibit

The Operator shall provide for Workmen's Compensation coverage in accordance with the
law of the State in which operations are being conducted. The cost thereof shall be borne by the Joint Account
accordance with the terms of the Accounting Procadure attachad to the Operating Agreement referenced
above, No other insurance shall be provided by the Operator for tha benefit of the parties hereto.




EXHIBIT “E” - Attached to and made a part of that certain Operating Agreement dated March 1, 1997, by

and between OXY USA Inc., as “Operator” and Threshold Development Company as “Non-
Operators”.

EXHIBIT "E"
GAS BALANCING AGREEMENT (*AGREEMENT")
ATTACHED TO AND MADE PART OF THAT CERTAIN
OPERATING AGREEMENT DATED

BY AND BETWEEN ’ » AND
("OPERATING AGREEMENT") RELATING TO THE

AREA, COUNTY,STATEOF ____

1. DEFINITIONS

The following definitions shall apply to this Agreoment:

1.01

1.02

1.03

L.04

1.05

1.06

1.07

1.08

1.09

110

L1,

"Arm's Longth Agresment® shall mean any gas sales agreement with an unaffilinted
purchaser or any gas sales agreement with an affillatsd purchaser where the sales price and
delivery conditions under such agreement are representative of prices and delivery conditions
eﬂsﬂngundcro&etdmihtagxmmhﬁeuubeanumfﬂmwdpameutmem
tims for vatural gas of comparable quality and quantity.

“Balancing Area” shall mean each well subject to the Operating Agreoment that produces Gas
or is allocated a sharo of Gas production. If a single weil is completed in two or more
producing intervals, each producing interval from which the Gas production is oot
commingled in the wellbore shall be consideted a separate well or Balancing Arca. ’

"Full Share of Current Production” shall mean the Percentage Interest of each Party in the
Gas actually produced from the Balancing Area during each month.

"Gas" shall mean all hydrocarbons produced or producible from the Balancing Area, whether
from a well classified as an oil well or gas well by the regulatory agency having jurisdiction
in such matters, which are or may be made available for sale or separats disposition by the
Partics, excluding oil, condensato and other liquids recovered by field equipment operated for
the joint account, For the purposes of this Agresment, *Gas" does not include gas used in
Jolnt operations, such as for fuel, recycling or reinjection, or which is vented or lost prior to
its salo or dolivery from the Balancing Area. -

"Makeup Gas" shall mean any Gas taken by an Underproduced Party from the Balancing -
Area in excess of its Pull Share of Current Production, whether pursuant to Section 3.3 or
Section 4.1 hereof,

"Mcf* shall mean one thovsand cubic feet. A cubic foot of Gas shall mean the volume of gas
contained irr one cubic foot of space at a standard pressure base and-at a standard temperature
base.

*MMBtu" shall mean one million British Thermal Units. A British Thermal Unit shall mean
the quantity of heat required 0 raiss one pound avoirdupols of pure water from 58.5 degrees
Fahrenheit to 59.5 degrees Fahreaheit at a comantpteuun of 14.73 pounds per square inch
absolute, -

Ope.taxm- shall mean the individual or entity designated under the terms of the Operating
Agreement or, in the ovent this Agreement is not employed in connection with an operating
agreement, the individual or entity designated as the operator of the well(s) located in the
Balancing Area,

"Overproduced Parly” shall meany any Party having taken a greater quantity of Gas from the
Balancing Area than the Percentage Interest of such Party in the cumulativs quantity of all
Gas produced from the Balancing Area.

*Overpeoduction” shall mein the cumilative quantty of Gas taksn by a Party L excest of its
Peteema@ Interest in the cumulative quantity of all Gas produced from the Balancing Area.

*Party" shall mean thoss individuals or entities subject to this Agrecment, and their respective’
heirs, successors, transferees and assigns,
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1.12  “Percentags Interest” shall mean the percentage or decimal intexest of cach Party in the Gas
produced. from the Balancing Area pursuant to the Operating Agreement covering the
Balancing Area. For the purposes of applying the Oklahoma Production Revenus Standards
Act bereto the tarms. "Percentags Interest”, “Proportionats Production Interest, and “Working
Interest Share of Production” shall be considersd equivalent torms.

1.13  "Royalty” shall mean paymeats on production of Gas from the Balancing Area to all ownars
of royalties, overriding royaltics, production payments or similar intorosts.

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

115 "Underproduction” shall mean the deficiency between the cumulative quantity of Gas taken
bytPatymﬂmPacemgeWmdnwmnhuvoqumutyofallGaapmducedfromtho
Balancing Area.

1.16  "Winter Period” shall mean the months of November, Decomber, January and February,
2. BALANCING AREA

] 2.1 If this Agreement ‘covers more than one Balancing Area, it shall be applied as if each
Balanclog Area wece covered by separate but identcal agreements, All balancing hereunder shall be on the
basis of Gas taken from the Balancing Area meayured in MMBius,

2.2 Inthe event that all or part of the Gas deliverable from a Balancing Area is or becomes subject
10 000 or more maximum lawfhl prices, any Gas not subject to price controls shall be considered as produced
from a single Balancing Area and Gas subject to each maximum lawful pﬂce category shall be constdered
produced from a separate Balancing Area.

3 RIGHT OF PARTIES TO TAKE GAS

3.1 Each Party desiring to take Gas will notify the Operator, or cause the Operator to be notified
of tho volumes nominated, the name of o transporting pipeline and the pipeline contract number (if available)
and metsr station relating to such delivery, mfﬂciondyinadvamfordwOpemot, acting with reasonable
diligence, to meet all nomination and other requircments. Operator is authorized to deliver the volumes so
mmmbdandcwﬁnmddfwnﬁrmamnhmqﬂmd)bhhmporﬁngpipeﬁmhmordancewxmﬂwwrms
of this Agreement.

3.2 Each Party shall make a reasonable, good faith effort to taks its Full Share of Current
Production each month, to tho extent that such production is required to malatain leases in effect, to protect
the producing capacity of 2 well or reservoir, to preserve correlative rights, or to maintain oil production.

3.3, Whena Party fails for any reasoa to taks its Pull Share of Current Production (as such Share
may be reduced by the right of the other Parties to maks up for Underproduction as provided herein), the other
Parties ghall be entitled to take any Gas which such Party fails to take, To the extent practicabie, such Gas
shall be mado availabls ibitially to each Underproduced Party in the proportion that its Percentage Interest in
the Balancing Arca bears to the total Percentage Interests of all Underproduced Parties desiring t0 taks such
Gas. If all such Gas is not taken by the Underproduced Parties, the portion not taken shall then be made
available to tho other Purtics in the proportion that their respective Percentage Interests in the Balancing Area
bear to the total Percentage Interests of such Parties,

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

3.5  Notwithstanding the provisions of Section 3.3 hereof, no Overproduced Party shall be entited
in any month to take any Gas in excess of three hundred peccent (300%) of its Percentage Intoreat of the
Balancing Area's then-current Maximum Monthly Availability; provided, however, that this limitation shall
ot apply 10 the extent that it would prectude production that is required to maintain leases in effect, to protect
the producing capacity of & well or reservoir, to preserve correlative rights, or to maintain oil production.
*Maximum Monthly Availability* shall mean the maximum average monthly rate of production at which Gas
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can be delivered from the Balancing Area, as determined by the Operator, considering the maximum efficient
well rato for cach well within the Balancing Area, the maximum allowable(s) set by the appropriate regulatory
agency, mods of operation, production facility capabilities and pipealine pressures.

3.6 In the cvent that a Party fails to make arcangements to take its Full Share of Current
Production required to be produced 1o maintain leases in effect, to protect the producing capacity of a well or
reservolr, to preserve correlative rights, or to maintain oil production, the Operator may sell any part of such
Party'aPnHShaxpofCuumducdonhtmchPdrtyhﬂlwubfnrmoacwumofMPuty'andrcndcr
to such Party, on a current basis, the full procesds of the sale, less any reasonable marketing, compression,
treating, gathoring or transportation costs incurred directly in connection with the sale of such Full Share.of
Current Production, In miking the gale contsmplated herein, the Operator shall be obligated only to obtain
such price and conditions of ths sale as are reasonable under the circumatarices and shall not be obligated to
sharo any of its markets. Aty such sl by Operator under the terms hereof shall be only for such reasonable
periods of time as are consistent with the minimum needs of the industry under the particular circumstances,
but in no event for a period in excess of ons year. Notwithstanding the provisions of article 3.4 bereof, Gas
: soldbyOpenmrforaPmyunderdwprovidomhereoﬂhallbedeemedtobeGastakenfurtheaccoumof

such Party.
4 IN-KIND BALANCING -

4.1  Effective the first day of any calendar month following at least thirty (30) days’ prior written
notice to the Operator, any Underproduced Party may begin taking, in addition to its Full Share of Cuzrent
Production and any Makeup Gas taken pursuant to Section 3.3 of this Agreement, a share of current
production determined by multiplying fifty percent (50%) of the Full Shares of Current Production of all
Overproduced Parties by a fraction, the maroerator of which is the Parcentage Interest of such Underproduced
Party and the denominator of which Is the total of the Percentage Interests of all Underproduced Parties
desiring 10 taks Makeup Gas. In no event will an Overproduced Party be required %0 provide mors than fifly
porcant (S0%) of its Full Share of Current Production for Makeup Gas. The Operator will promptly notify
all Overproduced Pacties of the election of an Underproduced Party to begin taking Makeup Gas,

4.2 Notwithstanding the provisions of Section 4.1, no Overproduced Party will be required to
provide more than twelve and one half percent (12.5%) of its Full Share of Cuxrent Production for Makeup
Gas during the Winter Period.

4.3 Notwithstanding anything herein % the contrary no Underproduced Party which is 2 Non-
Consenting Party under the Operating Agreemeat and is not then entitled to participats in any operation
tagudinngalamingAmashnnboennﬂedbnbysﬁ'omuidBalancingAmafofwhichithaNon-
Consenting Party.

s. STATEMENT OF GAS BALANCES

5.1  Tho Opemator will maintain appropriate accoonting on a monthly and cumulative basis of the
volumes of Gas that each Party is entitled to receive and the volunies of Gas actually taken or sold for each
Party's account. Within forty-five (45) days after the month of production, the Operator will furtish a
statement for such month showing (1) each Party's Full Shaze of Current Production, (2) ths total volums of
Gas actually taken oc sokd for each Party's account, (3) the difference between the volume taken by each Party
and that Party's Pull Share of Current Production, (4) the Overproduction or Underproduction of each Party,
and (5) other dats as recommended by the provisions of the Council of Petroleum Accountants Societics
Bulletin No, 24, ag amended or supplemented hereafter, Each Party taking Gas will promptly provide to the
Operator any data required by the Operator for preparation of the statements required hereunder.

3.2 If any Party fails to provide the data required herein for four (4) consecutive production
months, the Operator, or where the Operator has falled to provide data, another Party, may audit the
production and Gas sales and transportation volumes of the non-reporting Party to provide the required data,
Such audit shall be conducted only after reasonable notice and during normal business hours in the office of
the Party whose records are being audited. All costs associated with such audit will bo charged to the account
of the Party failing to provide the required data.

6. PAYMENTS ON PRODUCTION

6.1  Each Party taking Gas shall pay or cause to be paid all production and severance taxes dus
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on all volumes of Gas actually taken by such Party.

6.2  Bach Party shall pay or cause w be paid all Royalty due with respect to Royalty owners to
whom it is accountable as if such Party were taking its Full Share of Current Production, and only its Full
Share of Current Production.

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

7. CASH SETTLEMENTS

7.1 Upon tho earlicr of the plugging and abandonment of the last producing interval in the
Balancing Area, the termination of the Operating Agreement or any pooling or unit agreement covering the
Balancing Area, or at any tme no Gas is taken from the Balancing Area for a period of twelve (12)
~ consecutive months, any Party may give written notice calling for cash sottlement of the Gas production
imbalances awong the Parties. Such notice shall be given to all Parties in the Balancing Arca.

7.2 Withie sixty (60) days after the notice calling for cash settlement under Section 7.1, the
Operator will distribute %o cach Party 2 Final Gas Setilement Statement detailing the quantity of Overproduction
owed by each Overproduced Party to each Underproduced Party and identifying the month to which such
Overproduction is attributed, pursuant to the methodology set out in Section 7.4,

7.3 Within sixty (60) days after receipt of the Final Gas Settlement Statement, each Overproduced
Panywl!paybeuhUnierpmdudeyenﬁﬂedbnmmemhwmbcuh settlement, accompanicd
by appropriats accounting dotail. At the time of payment, the Overproduced Party will notify the Operator
of the Gas imbalance settied by the Overproduced Party's payment,

74 The amount of the cash settfement will be based on the proceeds received by the
Overproduced Party under an Arm's Length Agreement for the Gas taken from time to time by the
Overproduced Party in excess of the Overproduced Party's Full Share of Current Production. Axy Makeup
Gas taken by the Underproduced Party prior to monetary settlement hereunder wxll be applied to offset
Overproduction chronologically in the ordor of accrual.

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

. 7.5.1 For Overproduction sold undsr a gas purchase contract providing for payment based on a
percentage of the procesds obtained by the purchaser upon resale of residue gas and liquid or liquifiable
hydrocarbons extracted at a gas proceasing plant, the values used for calculating cash settlement will include
proceeds received by tha Overproduced Party for both the liquid hydrocarbons (including liquifiable
hydrocarbons) and the residue gas attributable to the Overproduction.

7.5.2 For Overproduction processed for the account of the Overproduced Party at a gas processing
Plant for the extraction of liquid hydrocarbous, where ssttlement for the gas 80 processed was on a basis other
than percentage of the proceeds, ths values used for calculating cash settlement will include the proceeds
received by the Overproduced Party for the sale of the liquid hydrocarbons extracted from the Overproduction,
less the actual reasonable costs incurred by the Overproduced Party to process the Overproduction and to
teansport, fractiovate and handle the liquid hydrocarbons extracted therefrom prior to sale. .

7.6  To the extent ths Overproduced Party did not sell all Overproduction under an Arm's Length
Agreement, the cash setiiement will be bascd on the weighted average price recelved by the Ovérproduced
Party for any gas sold from the Balancing Area under Aroa's Longth Agreementy during the moniths to which
such Overproduction is attributed. In the event that no salos under Arm's Length Agreements were made
during any such month, the cash sctiiement for such month will be based on the spot sales prices published for
tho applicable geographic area during such month in a mutually acceptable pricing bulletin,
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7.7  Inferest compounded at the maximum lawful rate of intsrest applicable to the Balancing Area
will acerue for all amounts due under Section 7.1, beginning the first day following the date payment is due
pursuant 10 Section 7.3. Such interest shall be borne by the Operator or any Overproduced Party in the
peoportion that their respoctive delays beyond the deadlines set out in Section 7.2 and 7.3 contributed to the
accrual of tho interest,

7.8 Inlien of the cash settlement required by Sectioa 7.3, an Overproduced Party may deliver
to the Underproduced Party an offer to-settls its Overproduction in-kind and at such rates, quantities, times
and sources as may be agreed upon by the Underproduced Party. If the Partios are unable %o agres upon the
manner in which such in-kind settlement gas will be furnished within sixty (60) days after the Overproduced
Party's offer w0 settle In kind, which period may be extended by agreement of said Parties, the Overproduced
Party shall maks a cash settlement as provided fn Section 7.3 The making of an in-kind settlement offer under
this Section 7.8 will not delay the accrual of interest on the cash settloment should the Parties fail to reach
agreement on an in-kind settiement,

7.9  That portion of any monics collacted by an Overproduced Party for Overproduction which
Ia subject to refund by orders of the Federal Energy Regulatory Commission or other governmental authority
may be withheld by the Overproduced Party until such prices are finally approved by such governmontal
suthority, unless the Underproduced Pasty furnishes a corporsts undertaking, acceptable 1o the Overproduced
Party, agreeing to bold the Overproduced Party harmless from financlal loss dus 1o rofund orders by such
governmental authority.

8. TESTING

. Notwithstanding any provision of this Agreement to the contrary, any Party shall have the right, from
time 1o time, © produce and take up to one hundred percent (100%) of a well's entire Gas stieam to meet the
reasonable deliverability test(s) required by such Party's Gas purchaser, and the right to take any Makeup Gas
shall be subordinate to the right of any Party to conduct such tests; provided, bowever, that such tests shall
be conducted in accordance with prudent opsrating practices only after fifteen (15) day's prior writien notico
wmeOpenbrandnhal]laatnolongottlmnwvemy two (72) hours.

9.  OPERATING COSTS

Nothing in this Agreement shall change or affect any Party's obligation to pay its proportionats shars
of all costs and labilities incurred in operations on or in comnection with the Balancing Area, as its share
thereof is set forth in the Operating Agreement, irrespective of whether any Party is at any time selling and
using Gas or whether such sales or uss are in proportion to its Percentage Interest in the Balancing Area.

10, RIQUIDS

Tho Parties shall share. proportionately in and own all liquid hydrocarbons recovered with Gas by field
equipment operated for the joint account in accordance with their Percentage Interests in the Balancing Area.

11.  AUDIT RIGHTS

Notwithgtanding any provision in this Agreement or any other agreement between the Pacties hereto,
and further notwithstanding any termination or cancellation of this Agreement, for a period of two (2) years
from the end of the calendar year in which any information to be furnished under Section 5 or 7 hereof is
supplied, any Pasty shall have the right to audit the records of amy other Party regarding quantty, including
but not limited to information regarding Btu-content. Any Underproduced Party shall have the right for a
period of two (2) years from the end of the calendar year in which any cash ssttfement is received pursuant
to Section 7 1o audit the recorda of any Overproduced Party as to all matters concerning values, including but
not limited %o information regarding prices and disposition of Gas from the Balancing Area. Any such audit
shall be conducted at the expense of tha Party or Parties desiring such audit, and shall be conducted, after
reasonable notice, during normal business hours in the office of the Pasty whose records are being andited.
Each Party hereto agrees to maintain records as to the volumies and prices of Gas sold each month and the
volumes of Gas used in its own operations, along with the Royalty paid on any such Gas used by a Party in
its own opecations. The audit rights provided for in this Section 11 shall be in addition to those provided for
in Section 5.2 of this Agreement,
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12. MISCELLANEQUS

(2.1  Asbotwoen the Parties, in the event of any conflict between the provisions of this' Agresment
and the provisions of any gas saleg contract, or in the event of any conflict between the provisions of this
Agreement and the provisions of the Operating Agresment, the provisions of this Agresment shall govern.

12.2  Each Party agrees to defend, indemnify and hold harmless all other Partics from and against
any and ail liability for any claims, which may be asserted by any third party which now or hereafter stands
in a contractual relationship with such indemnifylng Party and which arise out of the operation of this
Agreement or any activities of such indemnifying Party under the provisions of this Agreement, and docs
further agree 10 save the other Partics barmless from all judgementa or damages sustained and costs incurred
in comnection therewith,

12.3  Except as otherwise provided in this Agreement, Operator is authorized to administer the
provisions of this Agresment, but shall have no liability 1o the other Parties for losses sustained or liability
incurred which arise out of or in connection with the performancs of Operator's duties heceunder, except such
as may result from Operator's gross negligence or willful misconduct. Operator shall aot be liable to any
Underproduced Party for the faflure of any Overproduced Pacty (other than Operator) to pay any amounts
owed purguant to the terms hereof.

12.4  This Agreement shall remain in fiill force and effect for as long as the Operating Agreement
shall remain in forco and effect as to the Balancing Area, and thereafter until the Gas acconnts betwoer the
Parties are settled in full, and shall inure to the bénefit of and be binding upon the Parties hereto, and their
respective beirs, successors, legal representatives and assigns, if any. The Parties hereto agres to give notice
of the existence of this Agresment o anry successor in interest of any such Party and 0 provide that aoy such
successor shall be bound by this Agreement, and shall further make any transfer of any interest subject to the
Operating Agreemeont, or any part thereof, also subject to the terms of this Agreement.

125 ' Unless tho context clearly indicates otherwise, wordi used in the singular include the plural,
the plural includes the singular, and the neuter gender includes ths masculine and the feminine.

12.6  This Agreemont shall bind the Parties in accordance with the provisions hereof, and nothing
herein shall be construed or interpreted as creating any rights in any person or entity ot a signatory hereto,
or as being a stipulation in favor of any such person or entty.

12.7 ¥ coutemporansously with this Agreement becoming effective, or thereafler, any Party
requests that any other Party execute an appropriate memorandum or notice of this Agreement in order to give
third parties notios of record of sams and submits same for execution in recordable form, such memorandum
.or notice shall be duly executed by the Party to which such request is made and delivered promptly thereafter
to the Party making the request. Upon roceipt, the Party making the request shall causs the memorandum or
notice to be duly recorded in the appropriats real property or other records affecting the Balancing Area.

12,83 With respect to accounting treatment of any gas imbalances as may exist, the parties agree
to uss the “cumulative method” [as defined in Income Tax Regulation §1.761-2 (d) (4)] of accounting for
federal income tax purposes. The "entitlements method” shall not be used for reporting gas sales from the
properties subject hereto.

13.  ASSIGNMENT AND RIGHTS UPON ASSIGNMENT

13.1  Subject to the provisions of Section 13.2 hereof, and notwithstanding anything In this
Agreement or in the Opéniling Agreement to the contrary, if any Party assigns (including any sale, exchangs
or other transfer) any of its working interest in the Balancing Area when such Party is an Underproduced or
Overproduced Party, the assignment or other act of transfer shall, insofar a3 the Parties hereto are concerned,
include all intarest of the assigning or transferring Pasty in the Gas, all rights to recelve or obligations o
provido or take Makeup Ges and all rights to recelve or obligations to make any monetary payment which may
ultimately be dus bereunder, as applicabls. Operator and each of the other Parties hereto shall thereafter treat
the assignment accordingly, and the assigning or transferring Party shalf look solely to its assignee ot other
transfetes for any intorest in the Gas or monetacy payment that such Party may have or to which It may be
entitled, and shall cause its assignes or other transferee to agsume {ts obfigations hereunder, )

13.2  The provisions of this Section 13 shall not be applicable in the cvent any Party morigages its
lnterest or disposss of its inerest by msrger, reorganization, consolidation or sale of substantially all of its

/
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assets to a subsidiary or pasent company, of (o any company in which any parent or subsidiary of such Party
owns 2 majority of the stock of such company. .




——

254310 110831 EXHIBIT o P (3]

EQUAL OPPORTUNITY AND AFFIRMATIVE ACTION
During the p-rtoruu- ot n»t- €, the Op [{ ing and referring separately to each party heceto) agrees as
followss
3.

1.

3.

6.

10.

11,

NORSACREGATED YACILITIXS RE 1 The provisions of this Section apply oaly 1f the total contrsct amcumt
axcesds 310,000. & &ttl!lu:;n a; Nousegregated Pucilities, ss required by 41 CFR §1-12.803-10(4)(1) snd 60-1.8,
shall be submitted prior to the awurd .of a suboontract excaedicg $10,000 whiach Lis not exempr froa the provisions

of the Kqual Opportunity cleuse. Ihe cercificetion msy be subsitted efther for each subcontract or for all
subcantracts during a period. .

EMPLOTHENY OPPORTUNITY: . The provisions of this Section apply oaly {f tha total € d
;1%.%“ During the por!omne- of this contract, the lcu.n agrees that £t will eo-yxy with all provisions of

Bxscutive Order No. 11246 which is fancorporared futo this ap by this ref,

BGUAL ENFLOYMEST OPPORIUNITY REPORTING BEQUIRKMEWIS: The following spplies only 1f Seller his 30 or nora employess
«nd holds trace racts ot h d asounting to wore than $30,000: Sellsr will conplate gud file
Coverumant Stendard ron 100, Byusel Ilpuyuaz Opportuaity Employst Informstion laport XX0-1 {or such other’ form as
may have sup ded Lv), 1o 4 wvith ths instructicns contained thavein.

AFFIRMATIVE ACTION COMPLIANCK mowm ' The provisions o! this Secrion apply only 1f Ssller has 30 or wors
anc—nn sod holds » ot p smounting to wore than $50,000.

{s) In compliance with Parsgraph 60-1.40, and 1a actordance with Ssctions 60-2.1 through 80-2.32 of the rules
of the 0ffice of Federal Contract Compliance Prograss, Sallar ehall develop s written sffirmstive sction campliance
progran for each of its sstablishmests. Within 120 days from the {esus date of this comtract, Ssllar shall maintain
a copy of suparsts sffirmative action complisnce prograns for each of its estsblistmsents.

(b) Soller shall require sach of ite subcoutraetors vho bave 30 or wovs employ sud a subcontract placed
hereundar of $30,000 or more to develop a written affirmative action compliance progtam for sach of fts establish-
wauts 1o conforssnce with the requiresents of this Section.

EMILODENT OF gu#um HANDICAPPED IXDIVIDUALS: The provisions of this Section apply only if the torsl coantract
anount excas: T agrees to comply with Ssction 303 of the Rehabilitstlon Act of 1973, Bectlon ILI of
the Jahabilitstion Act sseodments of 1974 and AL CFR §60-T741.4 which are {ncorporated Into this agresment by this
referancs.

DZLOMMENT OF VETERANS: The provisfoas of this Section ayply ouly if the total (4 d: 0,000,
Sellar agrecs to comply with Section 2012 of the Vietnaa Kia Vetersos Rasd justment Act of 1974, and 41 CFR 560-250 4
vhich are incorporated inte this agr by this ref

UTILIZATION OF MINORITY SUSINESS ENTXRPRISES;: The provisions of this Bectfon spply ouly if cha total contrsct
anouat axcel , 000,

{(a) It 1s the poliiy of ths Covernsent tha® sminority busicess sstarprises shall have ths saximm pnr.uc;ble
opportunity to participate in the performance of Coverament contracts.

{b) Contimctor sgrecs to uss {ts bast sfforts to narty out this policy Ln the award of its subcoatrects to the
fullast extant cousistent vwith the sfffcient performancs of this contfact. As uged fa this contract, the texs
“minority business entarprise” wasns & business, at least 30 percent of which e owned by minority group mambazs or,
in case of pudblicly owned bdusinessss, at lesst 51 perceat of the etock of which 13 owned by minority group masbers.
Por the purpese of this definitiou, minority group sembers are Negroes, Spanish-opeaking Aserican persons, Amarican—
Orhnulu, Amrlem-hduu, Aosrican-Rekinos, and Amsrican Aleuta. Contractors may rely os written rspresentatioas
ding thair status as aloority busiaess enterprises in lieu of an iandependent investigation.

4L o n—x.mo—z(.).

trrm:uztorgov LABCR SUAPLUS ARKA COMCERNS: fThe proviwions of this Section zpply only {f the totsl coutract esount
axcesds 310,

(a) It is the policy of the Governmment to sward contracts te labor surplus area concerns that agres to
perforn substentially in labor surplus ‘sreas, whera this can be dous cmucn: with the efficlent performsnce of
the coutrsct and st prices no higher than ars obtstinable slsewh [~ & to use its best sfforts to
place its subcootracts io sccordancs with this policy.’

() 1a complying with sudsectlon (a) of thtu ueuu and with subsection (b) of B8ection 9 of this comtract
ontitlad “Utilisatfon of Emell Businags 'C 1n plécing hie subconttsits shall obeerve the
following ovder of praference: (1) smdll hm!n-u emam that are laboxr surplue area concarns, (2) other wmall
business concerna, and (3) other labor surplus ares coacerns.

(e)(1) The term “lsbor surplus sres” meuns & geogesphical ares identified by the Departnent of Labor as an
sras of concestrated unesploysant or underamployment or sn aves of labor surplus.

(2) Tha tern "lsbor surplus sres concern” means 4 concera that togethar vith its first-tisr subcontractors
will parform substsatislly lu labor surplus areas.

(3) Tha term “perform substantislly im a labor surplus eres” asans thlt the coutl tncurred oa sccount of
mavotecturing, production, or approprists services {a labor surplus aress 4d 307 t of the price,
41 Crn §1-~1.805-3(s).

UPILIZATION OF EMALL BUSINESS CONCERNS: The provisions of this Section spply only Lf tbe total contract awount
sxceads §10,000.

(») It is the policy of the Government as declared by Congress chat a fair proportion of the purchases zod
contracts for supplins and ssrvices for the Covernaent be placed with sasll businese concerns.

(®) 'Conttackor sgrees to accowplish the t of sud ting to eamall bustness conceras thet
Conttactor Finds to be consistant with ths efficient p of thls « 4} CFR §1-1.710~3(s).
APFIRVATIVE ACTION YOR DYSAMLED VRTYRANS AND VETERANS OF THE VIETMAN ERA:  The provisions of this Section’ apply
only {f tho tetal ¢ ds $10,000. Sallar agrees to comply with Saction 402 of the Vietuam Era

Vatersas Ruadiostment Assistance Act of 1974 aad 41 IR 560-250-1 which ave Ltucorporsted into this sgreement by
this refaronce.

TIILYZATION OF mx—mn BUSINESS CONCERNG1 The provisions of this Sectfoc apply oaly if the total coatrsct
amount exeoads B .

(a) It fs the policy of tha United sutn Covernment that w-n-wud businessss shall bave the maximum
practicablo gpportunity to perticipste fn the perf: of ded ¥y any Tedeval sgency.

(b) Contractor agress to uee its bast efforts tu earry out this policy fo the award of subcontracte to the
fullest extant conoistent with the efffclent perf of this tract. As used {n this coatrast, a “womsn-owied
business” concorn means a businese that is u lesst S1T owned by a woman or vomen vho elso control and oparste it.
*Control® in this cooteif sesos exercising the powst to make policy decfefoos. “Opersta” {n this coatext wasns
being sctively involved 1a the daj—to—dsy mauagement. “Women” mesn all womsn business owners. Temporary RBegulation
54, Appendix to 41 CFR Chepter L. (Sae Exscutive Order 12138).




