" OFERATING AGREENENT

This Agreement entored into this Zfz'd day of heuv.
1980, by and between TODD M. FETTIGREW and TIIOMAS W,
718 First National Bank Bldg,., Dallas, Texas and TIM G. LOWAY
of Bokert, Peterson & Lemming, 135 So. laSalle Street, Chicago
(3), Illinols (herein at times collectively referred to as
“Operator"), as parties of the first part and STANLEY J. TEFE,
% Park Motor Sules Company, 15000 Woodward Avenue, Detroit,
Miohigan, DAVID G, BAIRD, 66 Broadway, New York 6, New York,
WILLIAM H, COLVIN, JR., 405 Lexington Avenue, New York 17,
H‘w YOI*, "?ILLI?A}ZG. P‘ Shm’ JEG’ Henry ‘L‘G’Q Giiver Bldgi' ’
Pitteburgh, Pennsylvania, HENRY SCARBOROUGH, ®irst Katlonal
Bank Bldg., Chicago, Ililnois, L. K. SIDITY, % NeG-M Studlo,
Calver City, California, vYrok S, FOX # M=GeM Studio, Culver
City, California, LOUIS D. MAYER, Trustee for Suzanne Mayer,
% MeGed Studio, Culver City, California, LOREFA MAYZR, % MeGeM
Studio, Culver €ity, Califormia, DORE SCHARY, % ¥-G-M Studio,
Culver City, Califorpla, PERFAMIN THAU, % V«CeM Studio, Culver
cni Callfornia, HOWARD STRICKLING, % V-G-M Studio, Culver Clty,
Cal fornia, WILLTAY GOBTZ, % Hniversal-!nternationai Piotures,
Univereal City, Callfornia,

(herein at times referred to oollectively as "NoneOperators”
and severally as "NoneOperator®), as parties of the second part,
41IBEZ8ETH

The parties of tie second part heretofore have acguired
undivided co-ownership interests, in the respsctive percente
ages set forth below, in the total leasehold wvorking interests
covered by the oil, gas and miperal lease(s) described in the
schedule nhereto attached, marked "Exhibit A" and by this re-
ference made a part horeof. The partiea of the second part
may hereafter acquire undivided co-ownership interests, in
sald respective percentages, im the total leasehold working
interests covered by other oil, %as and mineral leases; and
any sueh undivided cow-gwnershi nterests hereafter acqulired
shall hereby be deemsd include@ in the leasehold estate here-
in referrsd to with like sffeg$ as though the oil, gas and
mineral leases to which they relate were desoribeé in sala
"Exhiblt A" hereto; and the present or any future Operator
is hereby autiorized and empowsred, in the names and on be=-
half of the parties of the seeémd part, to execute such supe
plement to this Agreement as may be necessary or appropriate
to confirm the inclusion of susph after-acquired interests in
the leasehold estate, The sum of such co-ownership interests
is at times referred to heorelm @s "the leasehold estate™, and
the land(s) covered by sald lesses(s) as "the leased premises.”

The aforenmentioned eo—own;rship intereste now are indive
idually held and owned by the parties of the second part, as
follows: '

3tanley J., Tcpe « 3/8ths., David G, FBaimd - 1/8th :
wWillian H, Colvine 1/16th., Willlem P, Snyder, Jr. -1/16t
lienry Scarboroughe 1/16th. L. K, Sidcey = 1/32nd

Myron S, Fox -~ 1/38nd, Louis B, ¥ayer « 1/32nd
Lorena Yayer - 1/32nd. Dore Schary - 1/16th
Benjamin Thau - 1/38nd. Toward Striockling -1/32nd

Wwilliam Goetz « 1/16th
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The parties of the second part have agreed that thelr
respective co-ownership interests aforesald shall be subject
to this agreement, and that the leased premises shall be ex-
plored, developed, raintained apd operated in aceordance with
the provisions hereof. ‘ o

Kow, therefore, in consideration of the rremises and the
sutual egreements horein contained, the parties hereto have agreed
as follows:

Seotion 1. JInterest [ rtieg: The respective co-
ownership interests hereunder vidually held and owned by the
parties of the secornd part are as aforesald, Subject to the
provisions of Section 13 hereof, such parties shall own the same
respective interests ip the o0il, gas and other minerals produced
fror the leased premises, and shall bear and pay in like propor-
tions the costs, expenses and liabilities inourred in the ex~
ploration, developnment, opseration and maintenance of said pre-
mises, which are proparly chargeable to the jolnt account here~
under.

Section 2, Operator: The Operator hereunder, subjleect to
the terms and provisions of this agreemcnt and the limitations
herein stated, shall have exclusive charge and control of the ex-
ploration, development, operation, mesintenance and management of
the leesed rremises, and of the Jolnt acoount property and equipe
ment thereon ard of all joint ascount wells thereon, Such Opere
ator shall perform and cerry on such duties in acecordance with
good o0il and pas rield practices, in the interest of Kon-Opera-
tors, and as an ordinarily prudent operator, but shall have no
responslblility whatever to KoneOperators for errors of judgoent,
On notice to any Operator hereunder given at any time by lNone
Operators ownlng or holding 65 per cent, or more, of the lease-
hold estate, or their nominee, such Qperator may be removed,
and a new Operator appolinted iy the Non~Operators giving sueh
notice of removal, :

So long as Todd M, iettigrew, Thomas #, Doswell and Tim
G. Lowry are the Operators hereunder:

(a) Operators Fettigrew and Doswell shall have exclusive
authority and obligaetion as authorized hereunder with
respect to all fleld operatlions and Operator Lowry
shall have no responsibility with respect thereto
provided, however, that Pettigrew apd Doswell shall
not execute any 4rllling or other contracts relating
to the leased premises until the same have been appe
roved by Lowry. ‘

(b) Operator Lowry shall have excluslve authority and
obligation with respeet to keeplng books of aceount,
making calls upon the Non-Operators for funds and
recelving and dlisbursing the same, provided, however,
that Lowry shall make po disbursements for {nvoices
for materials or services untll the same have been
approved by elther Pettigrew or Doswell,

{(6) Fettigrew and Doswell shall be reimbursed by the
- Joint mceount for his neoessary oxpenses (for which
he shall submit monthly statements) but receive
nothing for his peraonal services.

(d) Lowry shall be reimdursed by the jJolnt account for
his necessary expenses and reasonable compensation
for his services, for whish he ghall subalt monthly
statements.
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Seotion 3. Bogba%g apd Royalties: Rentals and royaltles,
whioh may become due and payable under the lease(s) deseribed
herein, and in respect of whioch provision for payment thereof
has no& otherwise been made, shall be pald by Operator and
eharged to the joint aseount, Operator shall exerclse dili-
gence in respect of such payments when due, but shall not be
liable to Non-Operators for upavoidable or unintentional fail=-
ure in respect ticreof, '

No Non-Operator shall be in any way released or relleved
from bearing such None-operator's proportionate share of rentals
and royalties except that should the other Non«Uperators, or
any of them, agree to ray such non-paying Non-Operator's said
share against assignmant %o the paying Non-Operator or None
Operators of such nonepaying Non-Operator's interest in the
leared premises then, on paymemt by the paying ! ne-Operator or’
Kon=Operators of such non-paying NoneOperator's sald share, susch
non-paying Non-Opsrator is hereby released of all obligation in
respect thereof,

Section 4. Exg;ogat;on_agg Davelopment: When and as Non=
Operators owning per cen 1¢ leasehold estate shall note
ity Operator in writing of the dec¢ision of such Non-Operators
to drill the initial test well &n the leased premlses, Cpera-
tor shall undertake and carpy out such operation for the joint

aoccount and at the Jloint expense of all the lon-Operators,

Subject to the immedlately preceding paragrap', no well
aiiall be drilled, nor shall any operations for dee_.ening, re-
working or recompleting any well in the same or a different
horizon be undertaken, by the Qperator or any Non-Operator on
the leased premises a% Joint expense or for the Jjoint account,
prior to or after the discovery of oll or gas in paying quan-
titles on the leased premises, without the consent in writing
of 2ll Non-Operators, excert that Cperator without consent may
drill for the joint account anmy well on the leased premises
required to offset or prevent drainage (herein called an “off=
get well") by any well located on & lease, which has a common
boundary line or corner with the leased premnlises, or any ob=-
ligatory well which forms the eonsideration for the scquisition
of the leased premises., .

If any Yon-Operator, prior to or after the discovery of
ol)l or gas 1ln raying quantities on the leased premiges, de=-
cides to conduct any drilling, reworking, or recompletion opére
ations, not otherwise hereinbafore provided for, such None
Oparator siall sive to all the other Non-Operators written
notice of such deeision, inclwding the nature and proposed
locatlion of tho operation, the proposed depth of completion -
or recompletion, and e detailed sstimate of the cost thereof,
and shall furnish Operator with a copy of such notice.

If all the other Non-Operators, within %0 days after such
notice to them, elect to participate in such operation, the
operations proposed shall be undertakern and carried out by
Operator for the joint aceolst and at the joint expesnse of all
the Non-~Opesrators., The fallure of any Non-Operstor to give a
potice pursuant to the sucoeeding paragraph hereof shall be
construed as an unconditional elecction to varticipate in the
pperation.

Any None-Operator, eleoting, by written notlice to Operator -
within sa}ld 30 day period, not to participate in suth operation,
hereby agrees that the participating Non-Operators heredy be-
come entitled to receive, and, if any action on the part of
such non-participating Non-@perator is required in connection



therewith, such noneparticipating Fon-Operator will do and pere
form sueh acts and things as shall enable such participating
lNoneOperators to receive, in respective proportions equivalent
to the respective proportions of the total costs, expenses and
1iabilities borne and paid by each of them in reapect of such
operation, all production, and proceeds therelrom, acoruing

to such non-perticipating Forn-Operator's irterest in the pro-
duction from the well in respect to which sueh noneparticipa=-
tion relates, until such participating ﬁcnnﬁferators shall

have received from such intarest (1) production having a value
currently es produced, or proceeds, eguivalent 1n the aggregate
to three (3) times an amount equal to the proportionate part of
all costs, exponses and liabilitles incurred in suoh operation
whioh would have been borne and pald by such non-participating
Non~Operator if such Nor-Operator had participated thereln,

and (14) such nor-participating Non~Operator's pro rata part

of the operating and maintenance cost and expenses of suoh
well during the period reguired to effect payment of the

amount such participating Fon-Opsrators are entlitled to re-
ceive under the above clause (1), If and whenever such parte
jolpating Non-Operators shall have received such amounts due,
such well and all equipment thereln shall thereupon be and be-
come a joint account well and rroperty, and such non-particle-
pating lion-Operator shall thereafter receive such Non-Operator's
interest in production and p#oceeds from such well and own sueh
Non~Operator's intarest in such equirment,

Operator, prouptly on receipt thereol, shall furnish the
otper lon-Operators witi. copies of any such non-particlpatlon
notice, and siall undertake amd carry out the proposed operae
tion when and as instructed so to do by the participating Fon-
Operatorg, and charge their respective aceounts proportionate~
ly as directed. '

Section 56, btarketdi > Producticn: Eacl: Ron-Operator
at any time and from time t6 time shall have the right, and
eacl Non-Uperator hereunder hereby reserves the right, to take
and receive in kind sueh NomeOperator's aforesald share of the
oil, ¢as or other hydrocarbomss ip place or produced and saved
from the lessed premises, or personally to sell, or direct the
gale of, the same for such Nom-Operatcr's beretit, At such ’
tines as such Non-Operator does not either take sueh Non-
Operator's aforesaid share of the oll, gas or other hydro- -
ocarbons produced and saved fpom the leased premises in kind
or personally sell, or direc% the sale of, same, then Operaior
is hereby suthcrized to sell, and shall sell, the same, sudb=-
ject to revocation of suci suthority at will upon written
notice by such YXon-Operator to Operator, to a finaneially re-
sponsible purchaser selected by Operator on terms that are, in
the opinion of Operator, the most favorable that are obtain-
able, provided, however, that Operator siall make no contract
of sale in respect thereof which will extend for a perlod of
time longer than a reasonable perlod of time which is consiste
ernt with the mninimum needs of the lIndustry under the clroume
stances but which in no svent shalil exzceed on (1) year, Sueh
Non-Operator, upon request of Operator, shall execute and
deliver any and all divislon orders necessary or approprlate
for the effectuation of such sales by Opefator,

Any Non-Operator, electing to take such Non~Operator's
aforesaid share of the o0il, g&s or other hydrocarbons produced
and saved from the leased premises in kind, shall furpish, at
the sole expenss of such Non-Operator, such facilities as may
be necessary to offect division and measurecent of, and to re-
ceive, the sauze on or before the date fixed in such None(Opera-
tor's notice to Operator upon which delivery in kind is to be
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coamenced, and siall bear all extra expenrse incurred by Opera=
tor in making such delivery.

The foregoing right in any NoneQOpsrator to take in kind
may not be exsrcised or enjoyed by suoch Non-Operator if and
when such Non-Operator is or becones in default in respect
of any payments or amounts Owned by sueh Non-Operator under
this agree.ent, ard when and while such default exists Opera-
tor may decline or cease naking deliveries Lo or for the
agoount of such Non-Operator of such Non-Operator's aforesald
share of the production in question,

Bhould any N, n-Operator, exercoising such right to take in
kind, fail to furnish facilitles, or not take delivery on the
date fixed in the above notiee to (perator, then suoch notlce

shall be void ard of no effect.

Section 6, Contracls Serviceg: All wells drilled on
the leased premises for the ia!nﬁ agoount, including all facile
ities and irnstallations for storing, h&ndii&g ard transporting
production in oonnection with prodicling, saving and marketing
the same, shall be drilled or installed on a competitive aone
tract basis, or at prices and upon terms aprroved by Operator
and all of tie Non-Operators. If any Nyrn-Opsrator shall not
state in writing to Operator within (10] ten:days such None
Operator's disapproval of prices or terms stuted to such None
Operator by Operator for such operations or installationg,
respactively, (when not on a ¢eompetitive corntract basle,) 1t
shall be conolusively presumned that suclhi lon-Operator approved
the sane,

If Operator undertakes to perform any such Work or serve
lces for the joint mscoount or furnishes any of Operator's
faclilitiss in connoetion tiorewith, Operator shell perform such
work and services as a independent ocontiractor and for a oonsid-
eration and . upon the same terams generally prevailing for like
work and services in the area, and shall furnish sueh facilite
les o1 tlie basis of thelr rcasopable rental value,

sectlon 7. Acoount ]
Oporator sheall incur for and ebarge to the joint acoount of all
the HNoneQperators lnterested in the leased preriises, as author=
ized hsreunder, all costs, expenses and liablllties inocident
to drilling, testing, equipplsg ocompleting, abandoning and
salvaging rmaterial from, tie jainﬁ acoount wells drilled on
the leased premises, or ircurred in connectidn with reworking,
dsepeninf or re-con;leting operations, or ln acquiring, erect.
irg and installing all procerdy, structures, pathering lines
tanks, treatlng, measurins and other facillties and equipmenﬁ
necessary to opernte and ~ailntain gsueh wells and carry on auch
operations and to produce, save and market the production there-
from by dolivery to the purehaser in the field or fros the.
lease tanis whoereever situated, Operator shall also charge
to such joint account all other costs, expenses ard liabllities
authorized to be incurred hereunder 1n connection with: the
leaged reniges or the leasehold interests, (Such charges to
the Joirt asceount and matters relating to the accourting pro-
cedure botween Onerator =nd Non-Operators s all be governed
by the provisions hereof und of the Accounting Procedure he::: -
to attached, marked "Exhibit B, and by this reference mad= -
part hLereof} and, except as otherwlse provided herein, dil. .
by Operator arnd noyment by NoneOperators sh.all also bhe grsv s
by the applicabtlc provisions of sald ¥xhiblt B,) ~

Execeprt with respect to costs, expenses and 1liabill .-
authorized to bz incurred hereunder as provided in the . .-

f
‘;\

~
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going paragraph and 1n other sections hereof, Operator shall
not 1lnour for or oharge to the Jolnt aogount costs, expenses
or lieblilities in connection with any single project, or item
of eapital investment, in exeess of Five Thousand (33,000.00)
Dollars, without the written oonsent of each Non~Operator first
obtained. 1If, however, a projeoct or investment is sp approved,
Operator may incur and charge to the Jolnt aecount all costs,
expenses and liability lnoldent to such project, investment

or opsration without further approval being required,

out of the collections from Kon-Operators hereunder, Opere
ator shall pay all costs, expenses and llabilitles incurred
for the Jjoint account,.

Operator nay at any time and from time to time require
~each Non-Operator to pay in advance such Non-Operator's proe
portionate part of estiecated expenditures hereunder for costs,
expenses and liabllities incwrred ln connection with operations
on, and construction of facilitles and aoquisition of equip=-
ment for or used in operating, the lemsed premises for the joint
ascount, by makling written request for such advanoce payment
{stating the date ti> expenditure 1s to bs made, suech request
to be made at least twenty (80) days prior to such stated exe
penditure daete,) Fach Non.Operator hereby arrees to pay to
Operator the amount rejuested at lsast five (5) days before

the date the expenditure 1ls t¢ be made, and if such payment

s not g0 ade the anount thepeof, or any unpaid balance, shall
bear and stuch Non-Opsrator shall pay, intersst at the ra%a ot
six (6%) per cent per annu: amtil paid, A4djustments between
estimates ard actual expencitures shall be made by Operator and
the respective accounts shall be adjusted accordingly wmonthly,.

Seciicr 8, Inspection of )
on=-Operator, and zuch Non-(perator's representatives, shall
have tiue rizht at all reascvnable times to inspect and audit
Operator's books, records and invoices pertaining o any mate
ter of accounting or otherwise in respect of the leased pree
mises or the joint account, :

facl: LoneUperator, and sach Non-Cperator's representatives,
shall, at such Non-Operator's and their risk, be entitled to
access to the leaged premises and all proper%y held or used in
connection therewith, to the wells which are being drilled, re-
worked or produced thereon amd to the logs and drilling, pro-
duction and other records pertaining thereto., Fagh non-Opera-
tor shall also have the right to receive, delivered to such
Ron-Operator's representatlve at the well, samples of all
oores and cuttings of suffieient size to be of labvoratory
value, and copies of all Sechlumberger and other slectrical
logs, and of reports on any and all teats rur on any wells.

. Sectior 9, Insurarce: Operttor at all times during the

drilling ard/or operation of the lessed premises shall carry
and reintaln in effect the following linsurance applicable to
all operations corducted under this agreement, sxcept to the
cxtent that, upon recommerdsation of the Operstor, all None
Operators gnsll approve the elimination or madification of
any such insurance:

1., iworkmerts Comperczation urder the lawg of tiie State
of :

%¢ <Tubllic Liabillty crd Iroperty Damage, with limits of
not less than $100,000/§200,000 and $100,000,

3+ Automobile Liebility ImSurance, with limits of $100,000/



$200,000, and isutomobile Froperty Danage Insurance,
with’1imit of $10,000.

4. Owner's Contingent or Protective Liability, with
1imits of not less than $25,000/$50,000,

5., Fire Insurance on the actuel value of the installa=
tiors and personal property subject to flre loss,

8. Windstorm, Torrado, etec., wlth limits of the actual
value of the installations and personsl propsrty
subject to the joint account,

All other insurance jnurchased shall be subject to the prior
approval of Non-Operators, Onerator siall submit to a named
nominee of Lon~Operators oertificates of insurance in evidence
of the above coverage, Such certificates shall speelfy that in
event of oancsllation or matsrial ohange in coverage, at least
ten (10) days' prior notice will dbe given sald nominee of None
Opsrators,

Section 10. Taxest Unless otherwise arranged, each I n-
Operator siall render for taxation -such nan-0paratarfs interest
in the lease(s) and pay such NoneOperator's own taxes, and
Operator shall have no responsibility with respect thereto,
giirator gliall, however, pay apd charge to the joint aceount
produstion, severanoce, cathering and other llke taxes,

Section 1l. Lien: Opesator shall have, and hereby is
expresaly granted, a er upon the interests of eash Non-Opera-~
tor in the lease(s) hereot, and in the wells, equipment, proe
duction, proceeds from produstion and other property reiating
to or used in connection with the operations on the leased
premises, to secure to Gperator all sums which may become due
and owning by sucli Non-Operator under this agreement, Suech
lien nay bs enforced by Opsrator in the same rianner as any
other Mortgase llen, and such remedy, as well as any other
right snd remedy of Uperator hereunder, shall be in addition
to, and not in limitation of, all other rights and remedies
which Operator nay lave or ealoy under the terms hereof or
otherwise, at law or Iin eculty.

As furt er security fer the sums which may become due and
owling hereundsr to Operator, e8ch Non-Operator hereby transfers-
and assigns to Orerator such MNon~Operator's interest in the oll,
gas and other hydra-carbons produced from the leased premises
and the proceeds aceruir; to such interest,

No purchaser or other person, firm or corporeation puprs
ohasirg, storing, hHardling, transporting or ctherwise dealing
with the production fromn the leased premises shall be required
to take notice of, or inocur, apy llability to Qperator on
account of zueh lien or the asglgpment of rroduction ami proe
ceeds hereir made, unless and @ntil Operator shall have given
notice in vriting to suoh purgheser or other person, firm or
ocorporation asserting that a Bon-Operator interosted in the
leased premises has falled to pay the amounts due by such None
Operator hereunder, Upon recesipt of such notice, sueh pure
echaser or other person, firm r corporation shall be authorized
to pay over to Operator the pfocecds due and rayable on the
interest of the Non-(jerator nemed ipr such Notice in produetion
from the leased rremises, without obligation to loox to the
application thersof b, suel Operator, and the receipt of
Operator shall be full acquittanse ard discharge of the amounts
so pald, '
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Wellgt: If any NoneQOperator determines Lo surrender or abandon
the lease(s) covered hereby, or any of them, or any producing
well whish has ceased to produce, or in such Non-Operator's
opinion is not producing in paying quantities, suech Nor-Oper-
ator stall notify in writing all the other Nhon-Operators of
such decision. Tach lon=Cperetor receiving sueh notice shall
have fiftesn (15) days witiin which to elect by notice in
writing delivered to the Y¥on-Operator glving notice of surrend-
er or abandonm=rt whether such Fon-Operator will Jolin therein
or will mocept assignrent of such lease(s) or take over such
well, If all the other Non-Operators desire to accept sueh
agsignment they shall =cquire respective interests in the ine
terest assigred rroportiorate to their aforesaid reaspective
co~Ownership interests ln tho leasshold estete, If the
accaerting on-Operators be less than all cof tas other lon-Oper=-
ators, they shall acquire ejual proportions in the interest
assigned, unless otherwise agreed bebtveun them, If any None
Operator receiving notice of surrender or abandonment falls
80 to notify the MoneCporator glvirg such notlice, sueh None
Operator shall be conclusivaly deemed to iave elected to Join
in such surrerder or sbandonment,

If all the NoneUperaetors elect to join irn suech surrender
or abandoument, such lease(s) or well, as the case may be,
slitall be surrendered and sbupdoned, ani Operator shall endeae
vor to remove and reeover all salvegeabvle materisls and equip-
mert on or used in connection with such lezse(s) or well.

The foregoing asgigrnieont shall transfer ard assign all
interest in the leaso(s) ard im the equipment thereon, or
if only in reppect of a well, shall transfer and assign ail
interest in such well, the production therefron and the equipe
ment therein, and the lease(s) insofar as the same cover oil
and oil rights in and uncer a $ract of forty (40) aores around
the well, and ras ond gas rights ir and under a tract of three
hundred twenty (3:&C) acres, similarly located, or in and under
such tract og accords with the well spacinp pattern in the field
if it be different than seld 40 aore ard 320 acre units respecte
ively. -

Agalinat suol assigrient, the assigning l'or«Operator shall
be relieved from all oblipestiope thereafter (but not thereto-
fore) accruins upde this agreement ir respect of the interest
agsirned,

Section 13. Assicno=nt tartition: Any koneOperator
may sell, transfer, .gsslgn of mortgare a or any part of sueh
lon-Operator's interest ir the lease(s) coveied nereby.. If
more than one lease is covered hereby and the selling ¥ _n-Opere
ator sells, trarsfers, assigns or mertsages less than stoh :
Yon-Operator's entlire interest 1in all the leascs oovered hereby,
the interest 8o disposed of shall be = uniform undivided inter=-
est in a)ll the leases ocovered hereby. Hach sale, transfer or
assignmert shall be .oade subject to this agreement, and the
purchaser, transferee or assignee shcll assume all the obligae-
tiops of this agreewcnt and shall be responsitle for and bear,
as a co-owrer and lion~Operator hereunder, such party's propor-
tionate part of all costs, expenses and liabilities chargeable
and charged to the joint ascocunt hereunder,

For the purpcses Of tils provision, the purchaser of ine
terests in the leasoes at o foreclosure or othsr sale through
court process shall be oongidered a purchaser, transferee and
assignes, but the - rustee under a Lortgags and Deed of Trust
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shall not be required to assume or undertake sueh obligations
unless apd until such Trugtee ahall have acquired such interests
on a sale thereol upon foreclosure,

During the term of this agreewment no party hereto shall
have the richt to partition, by sale or otherwise, the lease(s)
goverad hereby, or the area ocovered by such l@aseta); provided
that u sale, trausfer, assignment or mort:;age, made sublect to
this agreecent zid in accordance with lts terms, of all of a
party's interest in the lease(s} covered hereby, or of an une
divided pgrtion thereof througchout the same, siiall not be deeme
ed & partition,

Section 14. Regponsibility of Parties: It 18 the ex=
press purpogse and intention of the partles hereto that their
ownership in ths lease(s} covered hereby and in the leased
premiges shall be as temants in common ard it is not the pure
pose or intertion of this instrument to creqte, and the same
shall never be construed as creating a partnership or other
relationship whereby any varty hereto shnll be held for the acts,
eitiier of omiasion or comnisslon, of any rarty or parties heree
ander,

Section 15,
party hereto is ren . I R
najeure or any othar cause of any kind not reasonably within
such party's control, to perform or eomply with any obligation
or provislon of tiis agrec:ant, upon giving notice and reasone
ably full particulars to tie a%her parties hereto, such obli-
pation or provislon shall be suspended during tie continuance
of the inability 8o ocaused, and such party shall be relieved
of llability and stall suffer me prejudics for lailure $o pere
form the saue during such perio@j provided, the obligation to
make payments tuen due, or whieh may bocume due, rereunder
shall not be sugpended, znd the gause of suspension shall be
renedied sp far as nossible with reasonable dlspatoh,

This agreesent szall be subjeot to and tiie partlies hereto
shall comply with all Federal and State Laws, and all valld
erders, rules, reculations and directions of any duly constie
tuted autbority having Jurisdiesion in the premisea,.

Section 16, Title: Ir the event of loss or fallure of
title to the leassa({s) coverad neredy, responsibility of each
party hareto interasted in such leuss(s) shall be several, apd
not joint, ard szall bte llzlted %0 the produotion or proceeds
gocrulng to such part:'s interest thereln and the royalties
attritutable thereto,

Section 17. Tarm: Subjieed® to the provisiorg of seetion
rumbeted 12 nsreorl, this asrecuert s:all remaln in full force -
and effect for and during the term of the lease covered hereby,
or the term of the last of th: leases covered Leresby, and for
the full ters of any renswals op extsnslons ol same, whether
by production or otierwlse, '

Section 18. HLoblces: iry motice, request, demand
statament,bill or other eommuniocation provided for in thls
agreement si:all be in writing, apd siall be deemed Lo have been
given or delivered on the day zalled If placed in a postpald
envelore and deposited ir the ‘nited 3tates iail, first class,
direoted {untlil chanzed dy written notice to the others), if
addresged to tne Gperator, as [ollowal

In ease o Opsrators ietSlgrew and Doswell,
718 TFirst Katioral Bemk Bullding
Dallas, Texas; and
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Tin G, Lowryé 138
1135 8outh Ladalle Ctreet
Ciiicago 3, Illinols;

and, 1f addressed to auy ron-Uperator, at tnse address listed in
the opening paragraph hereof, or at stch other address as the
Nop~Operator shall lodge from time to time with the Operators,

Seetion 19, érbitﬁit;sn: Any controversy arising here-~
under betwesn Opcrator and KoneOperators, or between Ocerator

and any For-Operator, or between indivicdual NoneOperators shall
be submitted to arbitration by a bozrd of three(3) arbitrators
upon the writter request of tue party, or parties, requesting
arbitration, which reguest shall name one (1) arbltrator,

The carty, or parties, reeslvinrg such request shall,
within ten (1C) days thereafter, by writter notice to the
other, or =tiers, concerned name the second arbitrator, or
failing sc to doy the secund ardbitrator shall be appointed
by the jJudgs senior in serviee of the United States Distriect
Court for the Southern Distriet of Texas upon request of the
party, or parties, instituting arbitration hereunder,

The two (2) arbitrators so &rnpoirted shall rame the
third, or failirg so to do within tern (10) days after asppoirte
rment of the second arbltrator, the third arbitrator may be
appointed by sald senior Judge upor re .uest of any party to
the arbitration,.

A8 reguards uatters ooncerning accounts or accounting
hereunder, tiue arbitrators appointed shall be lndependent
certified public accountants who practice o0ll and gus accounte
ancy.

The arvitrators so appolrted shull pronptly hear and
deternine, vy the concurrence of at least a ajority of them,
the matter or matterd in dispute, after written notice to the
parties concerned of the time and place Of the hearing, at
whioh each party s.all be entitled to Le hsard, and shall
render their written decision within sixty (6@) days after
bhe appoint.ent of the third srblitrator.

If within said period a decision 1s not rondered by
the Board, or a majority thareof, such pending arbitration
shall cease cnd debtermine witgou% prejudice to the right of
any party thereto to proosed answ hersunder for arbitration
of the same matter or matters in digrute,

The dsclszicn of tis arbitrators, or of a najority
thereof, shall be final apd binding upon tiie narties to the
arbitration as to ths zatter, or matters, submnitted hsreunder
for arbitration, =nd sueh »arties, and each of them, shall
abide by ard com:ly with sueh decision (as to the payment of
money awards or other-ise), and Judgenunt nay be entered on
suenl deolision in any eourt having jurisdieticn.

The expenses of arbitration, includinz regsorable come-
pensation to tha arbltrators, shall be borne or skared as the
decisior of the arvltrators ghall direct,

Section 2C. larties snd Successcrs Ir Intersst: The
terms, provieions and condltions of G.is agreessht shall extend
to, be binding vion ard inure to the benefit of, the parties
Lhereto, tieir heirs, executors, adalulistrators, successors and
asslgns, wiether by operation of law or otﬁerwisa, and shall
constitute a coverant runping wilth the lands and leasehold
estates covered thereby.
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Seetlon 2i. Ixegutl L Cod rparts

It is contomplated g 118 agreemen may be executed in
numarous counterparts and that no one copy need have the gige
patures of all Non-Operators so long a8 all Non-Operators sign
at least one counterpart orliginal that is also signed by the
Operator.

Sirned, sealed and delivered as of the day and year
firat above wr.tten.
THOMAS /. DOSWELT

TODD . PETTIGREY and

| By (SEAL)

(SEAL)




STATE OF
COUNTY OF

Befors me__ s 8 notary
public in and £5F Ghe Courty and State atoresald, on this day

persornally appearsd .
known Lo me ts he one of Lhe persond whose nunes arc subseribed
to tue foregoliry inastrument, and acknowiedged to me that he
executed the same for the nurposes and concideration therein
expressed,

Given under ny hand and seal of offiee thls

day of A.De 19 ™

Yotary rublic, County,

Wy commiassion expires




APPOINTMENT OF OPLRATOQ

Whereas under the terms of that gertain Operating
Agreesent dated !tarch 1§, 19581, between Todd U, Pettigrew
and Thomas %, Doswell, and Tim G, Lowry, as Operators, desige:
pated collectively as "Qperator®, and Charles ¥, Reuter & Co.,
Sylvester i/, Muldowney, 14 G, Baird, Theodore S, Watson,
Philip Wesh, Williem ¥, CGolvin, lenry Soarborough, ami Erioc
3, Morse, az Yon-~Opsratars, it 1s provided that the Noh~Opere
ators holding or ownirg sixzty five per cent (684) or more of
the leasehold eatate covered by sald Operating Agreement may -
remove the Operator and designate a new Operator, and

#Whereas THOMAS W, DOSWELL died om August 20, 1951
and the Non-Operators wigh to deaignate a new Operaéor; and

“hereas the loas®bold estate covered by said Operate
ing Agreccent 1ls now owndd or hsld by the following persons
in the indiocated proportions:

Charles F. Reuter & Co., 37/64ths

Sylvester W. Muldowney 6/64ths
David G, Balird 4/684ths
Theodore S. Watson 4/94ths
rhillp KRash ~ 4/684ths
#illien H, Colvin 4/84ths
Henry Sgarborough 4/64the
Erie S. EKorse 1/64th

Now, therefore, notlee 1s hereby glven pursuant to
Section 2 of said Opersting Agreemert of the appointment of
Todd ¥, Pettigrew and Pim O, Lowry as "Operator"™ under sald
agreecent, upon the following conditionst

(a) Uperator Lowry shall have exelusive authority
and obligation with respsot to keeping books
of aecoMnt, making oalls upon the Ron=-Operaw
tors fog funds and recelving and disbursing
the samnd.

(v) Petticrew shall be reimbursed by the joint
. aceount for his necessary expenses (for
whioh lie shall submit monthly statements)
Eut regelva nothing for his personal serve
ces,

(o) lowry shall he reimbursed by the joint account

: for hig negessary oxpenses and reasonable come
pensation fop his services, for whieoh he shall
subalt monthly statesents, _

(a) This instrument shall be effective when a
counterpart original of this instrument shall
have been signed apd deposited with Tia G,
Lowry bi Nop-Opardtors owning sixty five ‘
per ocant (88%) or more of said leasshold estate
and accepted by sald Fettigrew and Lowry,

In Witness ‘hereof, this instrument is executed as of August 21,
1u5l. ’ '



041 ard gzs lease No. Re29) from the 3tate of New Mexico
to Levi A. Jlughes dated fay 2, 1945, in 35 far as sald lease

covers the folldwing land in ip Arriba County, Few Mexloeo:

Sec, Twp, JHanges Acores

Svi=1/4 A 16 26N 6W 180
Siel/4 2 261 oW 160
Nel/2 and ll'al/2 of ST=1/4 2 261 6w 400
Se1/2 ef liel/2 and 3k-1/4 16 g6 B 3%

subject to overriding royalty of five per ceat (5%),
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This agree:ent entered into this 15th day of %%éﬁh N
1961, by and between TODD M, PETTIOREW and THOMAS W, .
718 Birst hatlonal Bank Duildirg, Dallas, Texas, and TIM G,
LO'RY, of Fokert, Peterson & lemming, 135 South laSalle Street,
Chieago 3, Illinois (llareln at times collectively referred to
as "“Operator"), as parties of the firat part, and CilAZLES F.
REUTER & CO., 87th Floor, 33 Fine 5%., Mew York 5, New York,
SYLVESTER #. FULDOWITY, 52 wall Street, Lew York 5, New York,
DAYID G. BAIRD, 65 Brogdway, kew York 6, New York, TIEQDOIE 3,
#7ATSON, 149 Broadway, ow York 6, New York, PuILIl FASH, 1 Fast
treet, lew York, lew York, wILLIA H. COLVIF, 405 Lexington
Avenue, New York 17, kew York, HukRY OCAHTOROUGH, First National
Bank Bldg., Chicazo 3, I1linols, apd WRRIC S. NORSE, 30 Hroad
Street, New York 4, Mew York (Herein at times referfed to col~
lectively as "Non-Operators” and severally as "Non-Operator®),
as parties of the second part,

WITEESSETH

The rarties of the second pert heretofore have accuired
undivided co-owrsrship interests, in the respective percentages
set forth below, ir the total leasehold woriklrngs interests cover-
ed by the oll, /as and mineral lease(s) desoribed in the sche-
dule hereto attacied, marked Exhkibit "A" ard by this refersence
made a part hereof. The parties of the second ;art may hare-
after aogulire undilivided co=ownersiip interests In said respect-
ive pereentar2s in the total leasehold vorkirg interests cover-
ed by other oil, 8 ard mineral loases; ard ary such undivided
comowrersilp intorests hereafter ascquired siall hisreby bes deeme
ed included in tio leasenold estate horein reforred to with like
effect as tho.gh the 0il, gas and nineral leases to which they
relate were descrived in sald Exhibit "A" heretoj; and the pre-
sert or any future Opsra or 18 nereby authorized amd empowered,
in the names and on behualf of the rarties of the secomd part,
to executs such supplemert to thls Agreemsnt as may be necess-
ary or appropriute to confirm the inslusion of such after-acquir-
ed intereasts in tie leaseinold estato, The sum of such cO=-ownere
ship intercsts is at tices referred to herein as "the lesse~hold
estate™, and the land(s) covered by sald lease(s) as "tho leased
prei.i sea",

The aforemertjioned coeownership inter:-sts are now individe
ually held ard owrned by tue parties of the second part as follows:

- Charles F, Reuter & Co., 37/64ths
Sylvester #. Nuldowney 6/64th
David G, RBalrd - 4/64ths
Theodore 3, watson 4&/04ths
Philip lash 4/64tha
william 1. Colvinm 4/64ths
Henry ‘earborough 4/64tha

Tenly 8 oroe 1/64ths



The parties of the second part lLave agreed that their rese
pective go-ownersiiip interests aforesaid shall be subject to -
this agreement, ard taat the leased premises shall be explored,
developed, caintained and operated 1n accordance with the pro-
visions hereof.

Row, therefore, ip consideratior of the premises apd the
mutual agreecents herein contalned, the parties hereto have
agreed as follows:

Seetion 1. nterests Parties: The respective co-
ownership interests hersunder fgsleEualik yeld and owned by
the parties of tho second part are as aforesaid. Subject to the
provisions of Seetion 13 hereof, such parties shall own the same
respective interests in the 0il, gas and other mirerals produced
from the leased prec.ses, and shall bear and pay 1n like proe-
portions the costs, expenses end llabilltics incurred in the
exploration, dsvelopment, opsration and maintenance of said pre-
mises, which are pro-erly chargeadble to the joint acoount here-
under, .

Section 2, Qperator: The Operator hereander, subject to
the terms and provfsfona of this agreement and the limitations
herein stated, shall have exeluslve charge and oontrol of the
exploration, iavalapasﬁt, o peration, rneintenance and managee
ment of the leased premises, and of éhe Joint account property
and equipment thereon and of all Joint acoount wells thereon.
Such Operator shall perform and sarry on such dutues in acoord-
ance with good oll apd ras fleld praotices, in the interest of
Non-Operators, and as an ordiparily prudent operator, but shall
have no responsibility whatever to lion-Operators for arrors of
judgment. Orn notice to ary Operator hereunder civen at any
time by Non-Operators owring of holding 65 per cent, or nmore,
of tus leasehold est:ute, or thelr nominee, such Operator may be
removed, and a new Unerator appelinted by the Non-Operators
elving such notice of reroval, '

So long as Todd ¥. rettigrew, Thomas . Doswell and Tim
G, Lowry are the Operators hereundsry

(a) Operators Fettigrew and Deswell shall Lave exclusive authore-
ity and obligation as autho#ized hereunder with respect
to all rfield operations and Operator Lowry shall have no
responsiblility with respeet thereto, provided, however
that lFattigrew and Doswell khall not execute any Grilling
or other contracta relating to the lsaged premises urntil
the same liave been approved by Lowry.

(b) Operator Lowry shall have exelusive authority and obligation
with respect to keepirg dooks of accounty making oalls upon
the MNon-Operators for funds and receiving and dishursing
the same, provided, however, thet Lowry shall make no dis-
bursements for invoiees for materinls or services until
tie same have bheen approved by eitier Pettlsrew or Doswell,

{¢) Pettigrew and Doswell shall bs reimbursed by the joint
acoount for their nocessary oxpenses (for which they shall
submit monthly statements]) but receive rotiling for tueir
persoral services,

{d) Lowry shall be reisbursed by the joint account for his
neeessary expenses apd reasonabls compsnsation for his
gervices, for which he shall submit montily statements,

- Seotion 3, Hentals and altieg: “Jentals and royaltlies,
which zay becore due and payable undar the lease(s) desoribed



herein, and in respect of whpic: provision for payment thereof

has not otioerwise baen mads, siall be pald by Operator and charg-
ed to the joint agcoumt™ Oparator shall exarcise diligence in
reospect of suoh pavments vwian due, dut shall not be liable to
Non-Operators for amavoidatle or urintentional fasilure in resrect
thereof, :

No lon~Operator shall be in any way released or rellieved
fro: bearins sueh Forn-Operator's proportiorate snare of rentals
ard royalties except that should the other lNoneOperators, or
any of them, acree to pay such npor-paying lop-Operator's sald
share agalirst assisncent to the paying Nor-Overator or Non
Oparators of suci, lon-payiepg loneCierator's irnterest in the
lossed premises then; on payrort by tie rayirs Non-Operator or
kon=Uperatora of such noheraying Ecn-Opsratorfs said stare
suoh non-paying lon-Opermtor is ereby relsased of all obli-
gation in respect ti:ereof, '

Seetion 4, Ix 3 evelocxuent: When and as None
Operators owning per een o leasehold estate shall note
ify Operator in writing of the declslon of such Non-Operators to
drill the initial test well on the leased premlses, Oporator
shall undertake and cargy out suci operation for the Jjoint ace
count and at the joint expense of all the Non~Operators.

Subject to the imnediately preceding paragraph, no well shall
be drilled, nor shall apy operatioms for deepenirg, reworking
or recompletirg any well in tho same or a different horizem be
undertaken, by the Operator or any lon-Operator on the leased
preaises at joint expense or for the joint asccount, prior to
or after thz discovery of oll or gas in paying quantitiss on the
leased premises, without the consent 1n writing of all KgonheQpere
ators, except that Operatoy without consent may drill for the
Jolnt account any well on $he leased prem:ses required to offe
set or prevent drainage (herein called an "offset wall") by any
well located on a lease, which las a common boundary line or
cornsr with the leased premises, or any oblisatory well whieh
r?rma tre conglderation for the acquisition of the leased pre-
ni888,

If any Nor-Operator, prior to or after the discovery of
oll or ras in paying quantitios on tic leased premises, decides
to condtct any drilling, re=-working, or recompletion operations
rot otherwise haerel:before provided for, suoch Ron-Operator shali
zive to all the othor Non-Operators written hotice of such de-
eision, ipecluding the nature ard proposed location of the opere
ation, the proposed depth of completion or recomplation, and a
detalled estimate of the cost thereof, ard shall furnish Opera-
tor with a copy of such notice.

If all tus other NoneOperators, withip 30 days after such
notice to thesm,2lect to participate in such operation, the oper-
ations proposed shall be undertaken und oarried out by Oparator
for the joint acoount and at tue joirt expense of all the None -
Cperators, Tue failure of any Non=-Operator to give a noties
pursuant to the succeeding paragraph hereof shall be comstrued
as an unconditional eleation to participate in the operationm,

Any NopeOperator, eleoting, by written notice to Operator
witnin ssid 30 day period, not to participate in such pperation,
hereby agrees that tie particlipating lior-Operators hereby bacome
entitled to recaive, and, if any action on the part of suoh none
participating Non-Operator is required in comnection therewith,
such noneparticipating NoneOperator will do and perform sush
acts and things as s2tall erable such particlpating Hon-Operators



$0 receive, irn respective proportions equivalent to the respoecte
ive proportions of the total coats, expenses and liabllltles
borne and paid by each of them in respect of sueh operation,
~all production, and proceeds tuerefrom, accrulng to such none
participating Non-Operator's intercst in the production from the
well in respect to which such noneparticipation relates, until
such partiefpatiﬁg Non-Operators shall lLave recelved from such
interest (1) productior having a value currently as produced,

or proceeds, ecuivalent in the agmgresate to three (3] times an
amount aqulito the proportionate part of nll costs, expenses

and liabilities ircurred in such operat!on which would have been
borne and paid by suoh nonepartielpatins Non-Operator if auch Xone
Operator had participated therein, and (1i) suoch non-participa-
ting K, n-Operator's pro reta part of the operating ard mainten-
anoes ocost and expernses of such well during the period reguired
to effect payamort of the amount such marticipating FKoneOperators
are entitled to recsive under ths above clause (1?. If and whane
ever gueh participating ton-Qperators shall have recelved such
agounts due, such well and all equlpaent tierein shall thereupon
be and become a Jjoint accoum$ well and property, and such none
partioclpating loneOperator shall tucreafter receive such None
Operator's interest in production and proceeds from such well
and own such None-Operator's interest in such equipment,

Operator, promptly on regeipt thereof, siall furnish the
other Non-Operators with copies of any such noneparticipation not-
ice, and snall undertake and earry out the proposed operation
wisn and as lnstructed so to do by the participating Non-Opere
ators, and charge thelir respective accounts proportionately as
“directed,

3ection 5, WNark 142 oductiont Eacih MNon-Oparator at
any time and from time to 63 have the right, and esch
Nopn=Operator hereunder hereby reserves the right, to take and
receive in kind such Non-Cperator's aforesald share of the oil,
gas or other hydrocarbons iz place or produccd and saved from
the lessed premises, or persénally to sell, or direct the nmale
of, the same for such Nor-Operator's benefit. At such times as
such NoneOperator does not either take such lon-Operator's afore-
sald snhare of the oll, pus oF other hydrocarbons produced and
saved from the leased prexises in kind, or personally sell, or
direct the sale of, sare, then Operator is hereby authorized to
ssll, and shall sell, the same, subject to revocation of such
authority at will upon writien potice by such Nor-Operator to
Operator, to a financlally responsible purohnser selected by .
Operator on terss that are, in the opinion of Operator, the most
favorable that are obtairnable,provided, however, tiat Operator
shall make po cortract of sale in respect tisreof wiich will
extend for a period of time longer than a reasorabla period of
time willeh is consistent with the airimunm needs of tie industry
under tie clreumstances but whie!: in po event shall oxceed one
(1) year, Sucl lNon-Operator, upon rejuest of Oporator, shall
execute and deliver any amd all dlvision orders rnecessary or
appropriate for ti:e effeetusation of such sales by Operator,.

Any Fon-Operator, olocting to take such Non-Operator's
aforesaid share of the oil, gas or other hydroearbons produced
ard saved from the leased premises in kind, shall furnish, at
the sole expense of such Nons=Qperator, such facilities as may
be recessary to effect division and measurement of, and to
recoivge, the saue on or before the date fixed in such N n-Oper«
ator's notice to Operater upon which delivery kind is to be
coznenced, ard shall bear all extra expense insurred by Operator
in making such delivery.

The forepoing right ir amy NonaOperator to taite in kind
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may not be exercised or cnjoyad by such NoneOperator 1f and
when sueh Non-Operator is or becomes in default in respeet of
any payments or amounta owned by such Fon-Operator under: this
agreement, and vhen ard vhile such default exists Operator may
dscline or oease makirg deliveries %o or for the asoount of such
Kon-Operator of such Non-Operator's aforesaid share of the pro-
duotion in question, -

Should any lon-Operator, exercising sueh right to take in
kind, fall to furnish facilites, or not take delivery on the
date fixed in the above notioce to Operator, then such notlos
shall be void and of no effact, ‘

Seotlon 6, ng&ﬁagts g@ﬁ Serylces: All wells drilled on the
leased rrexises for the Jjoln® acgount, ineludirg all facilitles
and installations for storinrg, bandling and transporting product-
ion in oonneotlon with prcéuaiﬁg, savirg and marketing the same,
shall be drilled or installed on a competitive contract basis,
or at prices and upon terms approved by Operator and all of
the Non-Operators. If any Nop»Operator shall not state in write
ing to Operator wituin ten (10) days such Kon-Operator's dis-
approval of prices or terms stated to such Non-Operator by Opere
ator for such operations or installatiors, respectively, {(when
not on a competitive contract basis,) it shall be somslusively
presumed that suol lNoneOperator approved the same,

If Operator undertakes 0 perform any such work or services
for the joint amocount or furnishes any of Operator's facilities
in conmection therewith, Cpermtor shall perform sueh work and
services as an independent combracSor and for a consideration
and upon the sane terms gernerslly prevailing for like work and
services in the area, and shall furnish such facilities on the
basis of thelr reasonsble rental value.

Seotion 7. Agg . BAlling ., iay ang Ad
Operator shall in ¥, rge he ;
the NoneOperators inter-sted in the leased promises, as authore
ized hereunder, 211 costs, expenses and liebilitlies ipcident to
drilliing, besting, aqui;plng, sompleting, abandoning and salveg~
ing material frox, the joint aesount wells drilled on the leased
premises, or ircurred ir connsetion with reworking, deepening
or re-completing operations, or in aecguiring, srtseing ard instale
lirg all property, structures, gathering li.es, tanks, treating,
measuring and oti.er facilities and equipment necemsary to oper-
ate and maintain suebh wells epd carry on such operations and
to produce, save and zarket the production therefrom by delivery
to the purchaser in the fleld er from the lease tanks whorever
situated, Operator shall alag oharge to such Joint account all
other costs, expenses and liabflitice suthorized to be inecurred
hereunder in connectiop with §l® leased premises or tiw lease-
hold interests, (3uch charges %0 the Joint accourt and matters
relating to the acoounting proeedure between Operator and Nop-
Operators shall be governed by $hs provisions hereof and of the
Accounting FProcedure hereto atpfuehed, marked "Exhibit B", and by
this reference made a part heypof; and, except as oﬁharwiaé pProe=
vided herein, billin; by Opermbor and paymert by NoneOperators
B?gil glgo be governed by thso applicable provisions of said Ex-
nivit B, '

Except with respect to #9sts, expenses and lilabilities authe
orized to be incurred hereugler as provided iln the foregoling
paragraph and in other secifiis heimof, Operator shall not incur
for or charge to the joint @ccount costs, expenses or liabilities
in conneotion with any sisgle projeot, or item of capital invest-
ment, in excess of Five Thousand 5;&90303} Rellars, without
the written consent of essch NoneOperator firat obtained. If,
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however, a project or investment is =0 approved, Operator may
ipour and oharge to the joint account all costs, expenses and
liability incident to suoh project, investment or operation
without furthor approval belns required.

Qut of the collections from lior-Operators hersunder, (Opera-
tor shall pay all) costs, expenses ard llabilities inecurred for
the joint account,

Operator may at any time apd from time to time require
eagh Hon-Operator to pay in advanee suoh Non=-Operator's propore
tionate part of estimated expenditures nereunder for coasts, ex-
penses and liabilitiaes lrcurred ir comnection with operations
on, and constructlcn of faclilitles and acquisition of equipe
ment for or used in operating, the leased premises for the Jjoint
aeeount, by making writtern request for suech advance payment
(stating the date tic exgenditure is to be made, such request
to be made at lsast twenty (20) days prior to such stated ex~
penditure date.) Zaoh KFon-Operator lLareby agrees to pay to
Cperator the acount requested at least five (5) days before the
date the expenditure is to be made, and 1f such payment 1s not
so made the amount thereof, or any unpaid dbalance, shall bear
and suoeh Kon-Operator shali pay, interest at the rate of six
(6%) per cent per annum until paid, Adjustments between extime
ates and actual ex;onditures shall be made by Operator and the
respective acoounts shall be adjusted accordingly monthly,

Seotion 8, Jlnspeg : -F 18
Kon=-Qperator, and n Kon-Operator's represge ves, shall
have the right at all reasonable times to inspect and audit
Opera.or's books, records and involces pertaining to any zmatter
of accounting or othierwise in respect of the leased premises
or the jolnt accournt,

Each Hon=-Operator, ard sush NoneOperator's representatives,
shall, at such Non-Operator's and their risk, be entitled to
access to the lensed premiges and all prepar%y held or used in
connection therewith, to the wells whieh are being drilled,

. reworked or produceod therson and to the logs and drilling, pro-
duction and other rocords pertairing thereto, Eaclh NoneOpora=-
tor shall also have the right to recelve, delivered to such
Kon-Qperator's renresentative at the weli, samrles of all

cores and cuttings of sufficient size to be of laboratory
value, and coples of all Sohlumberger ard osther electrioal
logs, and of reyorts on any and sll tests run on any wells,

Section 9. Insurarce: Cperator at all times durirg the
drilling and/or operation of the leased premises siall earry
and maintain in effect tie following insurance applicadble to
all operations conduoted under this agresement, excert to the
extent that, upon recomcendation of the Operator, all Non-Opere
ators shall appiove the eliminution or modirieabion of any >
such insarance:

l. GWorkuen's Cospensation ander the laws of the State of

2+ ‘rublic Liability and Property Damage, with limits of
not less than $100,000/$200,000 and $100,000.

3¢ hutomobile ILiability lnsurance, with limits of $100,000/
+200,000, and Automobile lroperty ﬁamage Insurance, witﬁ
limit of 410,000,

4. Owner's Contingent or :iroteotive llability, with limits
of not less than 25,000/$50,000,
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8. Flre Insurance on the astual valus of the installa-
tions and personal sroperty subject to fire loas,

6. Wirdstorm, Tornado, et¢, with limits of the sctual
velue of the inatallat,ons and personal property sud-
Jeet to the Joint account,

All other insurance purchased shall be sudjeot to the prior
approval of None~Operators., Operator shall submit to a nhamed
nominee of Non~Operators certificates of insurance in evidence
of the above coverars, Such ocertificates shall specify that
in event of earcellation or material change in coverags, at
least ten (10) days prior notice wlill be given sald nomlinee

of None-Operators, :

Section 10, Taxeg: Unless otherwise arranged, each None
Opsrator shall render for taxation such Esn-Ogerator'a intere
est irn the lease(s) and pasy sueh Non-Operator's own taxes, and
Operator shall i:ave no responaidbllity with respect thereto,
Operator ahall, however, pay and charge to the Joint aceount
all production, severance, cathering and other like taxes,

Section 1l. Lien: Operator shall have, and hereby is
expressly granted, a lien upon the interssts of easch KNon-Oper-
ator in the leasuls) hereof, apd in the wells, aquipmenﬁ.tfro-
duction, proceeds from production and other property releting to
or used in connection with the operations on the leased prem-
lses, to secure to Operator all sums whioh may become due and
owning by such Non-Operator under this agreement., 3ueh lien
may be enforced by Cperator in She sane manter as any other
Mortgage lien, and suoh rezedy, a8 well as any other right and
remedy of COperator hereunder, shall be in additior to, and not
in limitation of, all otier rights and remedies which Operator.
may have or enjoy under the terss horeof or otherwise, at law
or in equity. -

As further security for the sums whlch may bocoms due and
owing hereunder to Qperator, ocagh NoneOperator's interest in
the oil, gas ard othar hydro-oarbons produced frorm the leased
premises and the proceeds acorulng to such interest,

Mo purchaser or other persen, flirm or corporation purchase
ing, storing, rardling, transporting Or otherwise dealing with
the production from the leased {remisas shall be required to
teke notiece of, or incur, any liability to Operator on account
of such lien or the assignment ¢f production and proceeds
herein made, unliess ard artil Operator shall have given notice
in writing {o such purchaser of other person, firm or corpora-
tion msserting that a Fon-Operator 1nteresbeﬁ in the leased
premises has f:iled to ray the @mounts due by sueh Non-Operator
hereunder, Upor receint of sudh notlez, such purehaser or other
person, firm or corjoration shall be authorized to pay over to
Oparator the proceeds due and payable on the interest of the
Non=Operator naued irn suoh hotie® in rroduction from the leased
premises, without oblipation to look to the applieation thereof
by such Operator, and the receipt of Operator shall be full
aoyulttance and dlacharge of the amounts 80 pald,

Section 12, 8ur

If any lon=-QOperator ine band he
lease(s) covered hereby, or any of them, or any producing well
whieh has ceased to produce, or ia such KoneQperator's opinion
is not producling in paying cuantiSles, suoh Nome~Operator shall
notify in writing all the othor Neon-Operators of such deoision,
Eaoh Non-Operator raeceiving suoh potice shall have fifteen (15)

days within wiich to elect by notice in writing delivered to

3le
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the Kon=-Operator giving notice of surrender or abandonment
whether such Kone-Operetor will join therein or will acespt
assignment of such leasa(s) or take over sueh well. If all the
other Kon-Operators desire to ascept such assignment they shall
aoquire respective interests in the interzst assigned proportion-
ate to tueir aforesald respective oco=ownership interests in the
leasehold estate, If the acoepbing Non~Operstors be less than
ell of the other lon-Opcrators, they shall scquire equal propore
tions in the irtersst assigned, unlens otherwise agreed between
thea, If sny Non=Opsrator regelving notice of surrender or
abandonment falls so $o0 notify she XoneOperator giving such
notice, such Non-Operator shall be conoclusively deemed to have
elacta& to jJoin in such surrepnder or abandonment.

If all the lon=Operators sleet to Jjoln ir sueh surrender or
abandopsent, such lsase(a) or well, as the case may be, shall be
surreardered and abandored and Operator shall endeavor to remove
and recover all salvageable materials and equipment on or used
in gonrection with suoh lease(m) or well, ‘

The foregolny assirnmont shall transfer ard assign all ine
terast in the leasse(s) apd ip the equipment tiereon, or, if
only in respect of a well, siall transfer and asslign ali inter-
est in such well, the productien therofrom and the eguipment
therein, and tiie lease(s) irsofar as the sace cover oil and oil
rights in and under n tract of three hundred twenty (320) aores,
sicilarly located, or in and usder such tract as ececords with
the well spacins pattern in the fisld if it be different than
sald 40 aore and 320 aore units respectively, ’

Agalnst such asalignment, the assigning Lon-Operator shall
bs relleved from all obligatioss therzafter (but not theretofors)
ascrulng under this agreeuert im respect of the interest assigne
ed, ‘ .

1

Sectlon 13. Ass : i ¢ Any NoneQperator
may sell, transfer, ass or @mer sgfe all or any part of sueh
Nog=Operator's inter st 1n tie leass(s) ooversd heredy, If
more than one leape 13 govercd heredy and tie selling NoneOper-
ator salls, tranafers, asai%ns or mortgages less than sush K,ne
Operator's entire interzst ir all the leases covered haereby, the
interest sop disposed of shall be a unlform undivided interest
in a1l the leoases covered horebBy. Each sale, tranasfer or assign-
ment shall be made subject to $hia agreszent, and the purchasey,
transferse or assignee shall assume all the obligations of this
sgree=ent and shall bs resporslble for and bear, as a gso~ownar
and lon=Operator hereunder, sugh party's proportionate part of
all costa, expenses and liabilltles chiargeable and charged to the
joint account Lereunder, :

For the purposes of thls provision, the purchaser of inter-
osts in ths leases at a forselosure or other sale through court
proecess shall be oonsidered a purshaser, trunsferee and assignes,
but the Tr.stee under a Mortsage and Deed of Trust shall not be
required to assumne or undertake such obligations unless and until
such Trustee shall have aequlred such interests on a sale theree
of upon fToreclosure,

Durirg the term of this agreesrent no party hereto siall
have the right to partivion, by sals or otherwise, tiis lease(s)
covered hereby, or the area soverad by such 1@;38{5); provided
that a sale, transfer, asai nt or mortgage, made sublect to
this agres.ent and in acoor g%o. with its terms, of all of a
party's interest in tie lea:gégﬁ eovered heredy, or of an une
divided portion thereof thro@Ehout the same, shall not be deenmed
a partition,
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pose apd intention of the partles hereto that thelr ) P
i:rthi lsase(s) covered hershy and in the lseased premises shall
be as tenpants in coamnon and 1t 18 not the purpose or intention
of this instrument %0 orocate, and the same shall never be oohe
strued as oreating algartnershig or other rolationship wheredy
any party hereto shall be held for the actas, either of omission
or commission, of any purty or parties hereunder.

R mtm 15. H v § " LIS B ;16 23

parsy hereto 15 rendered L8y WhOlly pari, by force
pajeure or any other osuse of amy kind not reaaoaaﬁly within
soeh party's oontrol, to perfomm or comply with any obligation
or provision of thias agreesent, @pon glving notlece and reasone
ably full particulars to the other parties hereto, such oObllie
gatlion or provision shall be suspended dupring the ocontinuance
of the inability so caused, and guoh party shall be relieved

of 1iabllity and snall suffer mo prejudice for failure to pere
form the same during such periodg provided, the obligation to
make payments Li:en due, or :vw.ich may become due, hereunder shall
not be suspendaed, and o cause of suspersion shall be remedied
8o far as passibie witi reasonable dispatol,

It any

This agree.ent siall be aubjact to and the parties hereto
shall comply witi all Vederal amd Stats Laws, and all walld
orders, rules, regulations and directions of any 4uly oconstitute
od authority having Jurisdictiom iln the preomlses, :

Section 16 I 1 In the event of loss or fallure of
title to tho leaseis) covered heredby, responsidbility of each
party hereto interested in sugh lease(s) shall be several, and
not joint, and ahall be linited %0 the {roéuaticn or protcesds
acor : such party's intesest theresin and the royalties
attributable tiecreto,

Section 17, fzgiﬁi Subjeet to the provislions of seotion
nunbered 12 hereof, 5 agreement shall remain in full foroe -
and eoffect for and during the %erm of the lease ocovered heredy,
or the term of the last of the leases covered hereby, and for
tne rfull term of any renowels or extensions of same, whether
by production or otherwise,

Seotlion 16. lotlges: An naticsz reguest, gemand, state-
rient, bill or other sommunioation provided for in,tﬁia BATr00w
ment shall be in writing, and shall be deemed to have been given
or delivered or tha day malled§ if placed in a postpeld onvelope
and daposited in the United 3§mtes ail, first class, direot-

od (until changed by written Motics to tho others), 1f addresse
ed to the Cperator, as followst ‘

In case of Cperators %a}iigreﬁ and Doswell,
716 First Fotionsl Bank Nullding
Dallas, Texas; amd

Tin G Lawry!
135 South laSalle Street
Chicagzo 8, Illineds;

apd, if addressed to any loneQperator, at the address listed in
the opening paracraph nereaf, or at such other address as the
lon=Operator shall lodge froa tice to time with the Operators,

Section 19, epitogtigtl  Any controversy arising hereunder
between Operator and NonsUp@PNtors, or bLotween (perator and
lioneQparator, or between lodl¥ldual Non-Operators shall be sude
mitted to arbitration by & board of threec(3) arbitrators upon .
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the writtsen request of the party, or iarties; requesting arbitras
tion, whiah request shall name one (1) arbitrator,

The party, or parties, receiving such request shall, within
ten (10) days thereafter, by written notice to the othusr, or
others, concerned rame the second arbltrator, or failing so to 4o,
the seoond arbitrator shall de appointed by the Judge senior in
service of tho United States District Court for the Southern
Distriet of Texas upon reguest of the party, or parties, insti-
tuting arbitration hereunder,

The two (o) arbitrators so appointed shall name the thizd,
or failing so to do withln ten (10) days after appolntment of
the second arvitrator, th: third arblitrator may be azpointed
by sald senior judge upon request of any party to the arbitration,

As regards matters conceralng accounts or acecounting here=~
under, the arbitrators appointed shall be independent certified
publio accountants who practlce 0ll and gas accountancy.

Tho arbitrators so appointed shall promptly hear and dete
srmine, by tus corcurrence of at least a majority of thaem, the
matter or oatters ir dispute, after written notice to the parte
le8 oconcerned of tuo tima'ané place of the searing, at which
eagh party siall be entitlsd to be heard, and s:ali render their
written decision wituin sixzty (80) days after the appointment
of the third arbitrator,.

If witialn sald period a deglslion is not rendered by the
Board, or a majority tnersof, suen pending arbliration siiall
cease and determine without prejfudice to the right of any party
thereto to ;rooead unew ersunder for arbitration of the sams
matter or matters in dispute.

The decision of the arbltrators, or a majority tuereof
shall be final and binding upom the parties to the arbitration
as to the matter, or matters sybmitted hereunder for arbitration,
and guch parties, and each of them, shall ablde by and comply
with such deoision (as %o the payment of monsy awards or otherw
wise), and Judgment may be entered on such decision in any court
having jurisdiction. :

The expenscs of arbitration, includling reasonable compen~
gsation to the arbitrators, shall be borne or siared as the decise
ion of the arbitrators shall direct,

Geotlon 2C. ia in Irterest: The terms,
provisions and condl ' sl extend to, be
birding upon and inure to tus bBenefit of the parties hereto,
their lielrs, executors, adminstrators, successors and assigns,
whethar by operation of law or otherwise, and shall constitute
a covenant runninz with the lands and leasshold oatates covered
tiiereby. ’

Section 21, Ixecutlon unterparts: It is contemplated
that this asroament nay be oxXsdu n numerous countarparts
and that no ore cory need have the signatures of all Kone-Opere
ators so lons as all Non-Onerators sipgn at lsast one countere
part original that is also signed by the Operator,




Signed, sealed and delivered as of the day and year first
above written.

THONAS W DOSWELL
TODD M. 1 BTTIGREW and
2 G. LO42Y, Operators,

By___Tim G, lLowry (STAL)
(SEAL)
STATE OF LiLINOIS )
-
COURTY OF COCH )
Before ne Loura L Ilarrls , & Fotary FPublie
ir and for the Courty and tato aforesaid, on this day persone

ally apreard

| T Gg LOWRY -
known to me to De ono of the persons whose names e:'é subscribed
to the foregoing instrument, amd acknowledsed to me that he exe-
cuted the sane for the purposes and consideration therein exe-
preased.,

Giver under my hand and seal of office this
day of y o Do 18] .

Laura L, arrls
Yotary rubllic, ounty,

Illinoisg

¥y oomxission expires Jan, 26, 1983




EXUIDIT "A®

SCHEDULL OF [RASLUHOLD BT TE

SEel/4 of the NW=-1/4 and the Si=1/4 of the KE-1/4 and
the I=1/2 of the I'k=1l/4 of Section 20, Township 26
Forth, .«wanga 6 vest, N, .P.K., cortalning 160 aores,
more Or less,

Jel/2 of the “1=-1/4, Section 2, Township 26 rorth, Range
6 West, K.i.t.e, containing 80 acres, more or less,

and belng a part of tlLe OState of lew Vexleo U1l and Cas
Lense 10, H=261.

Kel/2 of the l'=1/8 of Section 16, Townshlp 26 Forth,
iange 6 est, li.K.TWM,., contalnirg 160 acres, more or
leas, ard heing a part of the State of New lLexlco Cil
and Gas l.easa No, B-8i1,

The SW-1l/4 of Section 15, and IW-1/4 of Section 22,
Township 26 l'orth, Range & West, V. .i.' ., contalning
320 aores, more or less, and being United States lease,
i'ew Yexloo Fo. 03582,

tiest 1/2 of Tection 34, Township 7 Rorth, dange ©
vest, 1.7 .07 7., contalning 320 acres, more or less,
and beling United 3tates Lesase, Ganta Fe lo, 079210,

subject to royaltlies, overridirg royvaltises and oll
paymnenta agerecating initially 30%.



