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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

Il any provision of any exhibit, except Exhibits "E," "F" and "G," is inconsistent with any provision contained in
the body of this agrcement, the provisions in the body of this agreement shall prevail.
ARTICLE 111
INTERESTS OF PARTIES
A. Oil and Gas Interests: -

If :any party owns an Oil and Gas Intercst in the Contract Area, that Interest shall be treated for all purposcs of this
agreement and during the term hereof as if it were covered by the form of Oil and Gas Lease attached hercto as Exhibit "B,"
and the owner thercof shall be deemed to own both royalty interest in such lease and the interest of the lessec thercunder.

B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and liabilities incurred in opcrations under this agreement shall be borne
and paid, and all equipment and materials acquired in operations on the Contract Area shall bc owned, by the parties as their
interests arc set forth in Exhibit "A." In the same manner, the parties shall also own all production. of Oil and Gas from the |

“Contract Area subject, however, to the payment of royaltles and other burdens on production as described hereafter.

Regardless of which party has contributed any Oil and Gas Lease or Oil and Gas Interest on which royalty or other
burdens may be payable and except as otherwise cxpressly provided in this agreement, each party shall pay or deliver, or
cause to be paid or delivered, all burdens on its share of the production from the Contract Area up to, but not in excess of,
one-cighth  (1/8) * and shall indemnify, .defend and hold the other partics free from any liability therefor.
Exécpt as otherwisc expressly provided in this agreement, if any party has contributed hereto any Lease or Intercst which is
burdened with any royalty, overriding royaity, production payment or other burden on production in excess of thc amounts

_stipulated above, such party so burdened shall assume and alone bear all such excess obligations and shall indemnify, defend

and hold the other parties hereto harmless from any and all claims attributable to such excess burden. However, so ldng as
the Drilling Unit for the productive Zone(s) is identical with the Contract Area, each party shall pay or deliver, or cause to
be paid or delivered, all burdens on production from the Contract Area due under the terms of the Oil and Gas Lease(s)
which such party has contributed to this agreement, and shall indemnify, defend and hold the other parties free from. any

liability therefor.

No party shall ever be responsible, on a price basis higher than the price received by such party, to any other party's
lessor or royalty owner, and if such other party's lessor or royalty owner should demand and .reccive settlement on a higher
price basis, the party contributing the affected Lease shall bear the additional royalty burden attributable to such higher price.

Nothing contained in this Article 1I1.B. shall be deemed an assignment or cross-assignment of interests covered hereby,
and in the event two or more parties contribute to this agréement jointly owned Leases, the parties' undivided intercsts in
said Leascholds shall be deemed separate leasehold interests for the purposes of this agreement.

C. Subsequently Created Interests: .

If any party has contributed hercto a Lease or Interest that is burdencd with an assignment of production given as security
for the payment of fnoncy, or if] .aﬁer the date of this agreement, any party creates an overriding royalty, production
payment, net profits interest, assignment of production or other burden payable out of production aitributable to its working
interest hereunder, such burden shall be deemed a "Subseqflently Created Interest."  Further, if any party has contributed
hereto a Lease or Interest burdencd with an OVcniding royalty, production - payment, net profits interests, or other burden
payable out of production created prior to the date of this agrcemént, and such burden is not shown on Exhibit "A," such
burden also shall be deemed a Subsequently Created - Interest to the extent such burden causes the burdens on such party's
Lease or Interest to exceed the amount stipulated in Article 111.B. above. ’

The party whose interest is burderied with the Subsequently Created Interest (the "Burdened Party") shall assume and
alone bear, pay and discharge the Subsequently Created Interest and shall indemnify, defend and hold harmless the other
partics from and against any liability therefor. Further, 'if the Burdened Party fails to pay, when due, its sharc of ‘expenses
chargeable hereunder, all provisions of Article VIL.B. shall be enforceable against the Subsequently Created Intcrest in the
same manner as they arc enforceable against the working interest” of the Burdened Party. If the Burdened Party is required
under this agreement to assign or relinquish to any other party, or parties, all or a portion of its working interest and/or the
production attributable thereto, said other party, or parties, shall receive said assignment and/or production frec and clear of
said Subsequently Created lnterést, and .the Burdened Party shall indemnify, defend and hold harmless said other party, or
partics, from any and all claims and demands for payment asserted by owners of the Subsequently Created Interest.

ARTICLE IV.
TITLES
A. Title Examination:

Title examination shall be made on the Drillsite of any proposed well prior to commencement of dritling operations and,
if a majority in interest of the Drilling Parties so request or Operator so elects, title examination shall bc madc on the entire
Dr;lling Unit, or maximum anticipated Drilling Unit, of the well. The opinion . will include the ownership of thc working
interest, minerals, royalty, overriding royalty and production payments under the applicable Leases. Each party contributing
Leases and/or Oil and Gas Interests to be included in the Drillsite or Drilling Unit, if appropriatc, shall furnish to Operator
all abstracts (including federal lease status reports), title opinions, title papers and curative -material in its possession fice. of
ché.rgc. All such information not in the possession of for made available to Operator by the partics, but neccssary for the
cxamination of the title, shall be obtained by Operator. Operator ‘shall cause title to be examined by attorneys on its staff or
by outside attormeys. Copies of all title opinions shall bc rarx?lsggg to each Drilling Party. Costs incurred by Opcrator in
procuring abstracts, fees paid outside attorneys / for mle exammatlon (mcludmg preliminary, supplemental, shut-in royalty
opinions and division order title opinions) and other direct charges as provided in Exhibit "C" shall be borne by the Drilling
Partics in the proportion that the interest of each Drilling Party bears to the total interest -of all Drilling Parties as such
interests appear in Exhibit "A." Operator shall make no charge for services rendered by its staff attorneys or other personncl
in the performance of the above functions.

Each party shall be responsible for securing curative matter and pooling amendments or agreements requircd in
connection with Leases or Oil and Gas Interests contributed by such party. Operator shall be responsible for the preparation
and rccording of pooling designations or declarations and communitization agreements as well as the conduct of hcarings

_before ‘govemmental agencics for the securing of spacing or pooling orders or any other orders necessary or appropriatc 1o

the conduct of operations hereunder. This shall not prevent any party from appearing on its own bchalf at such hearings.
Costs incurred by Operator, including fees paid to outside attorneys, which are associated with hearings beforc governmental
agéncics, and which costs are necessary and proper for the activities .contemplated under this agreement, shall be dircct
charges to the joint account and shail not be covered by the administrative overhead charges as provided in Exhibit "C."
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Operator shall make no charge for services rendered by its staff dllomeys or other personnel in the performance of the above
functions.

No well shall be drilled on the Contract Arca until after (1) the title to_the Drillsitc or Drilling Unit,-if appropriatc, has
been examined as above provided, and (2) the title has been approved by the / exgg;fftg;g—at{emeyver—ml%h&—been—aewpﬁed—by

B. Loss or Failure of Title:

HW@MMMWMHWMMMMMWW%MW

3. Othcr Losses: All losses of Leases or lntcrcsts committed to this dgreement emer—&han—these—se’c—fer&h—m—lxmelea
VB —and V. B2—abeove, shall be joint losses and shall bc borne by all partics in proportion to their intercsts shown on
Exhibit "A." - This shall include but not be limited to the loss of any Lease or Interest through failure to develop or because
express or implied covenants have not been performed (other than performance which requires only the payment of money),
and the loss of any Lease by expiration at the end of its primary term if it is not rencwed or extended. Therc shall be no
rcadjusfment of intcrests in the remaining portion of the Contract Area on account of any joint loss.

4. Curing Title: In the event of a Failure of Title under Article IV.B.1. or a loss of title under Article 1V.B.2. above, any
Lease or Interest acquircd by any party hereto (other than the party whosc interest has failed or was lost) during the nincty
(90) day period provided by Articlc 1V.B.1. and Article IV.B.2. above covering all or a portion of the intcrest that has failed
or was lost shall be offered at cost to the party whose interest has failed or was lost, and the provisions of Article VIIB.

- shall not apply to such acquisition.
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